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SECRET

FRANCE

A d roucht-induced dilemma wlll soon force the Irench
Government either to: (&) plan additional egricultural inm-
ports which would lead to curtailmsnt of the ambiltiocus
economlc program for 1949-50; or (b) prepare reluctantly
for such measures as feedin: breadgreins to livestock,
geriously reducin,: existin: herds, saerificinc- the long-
term meat export progranm, end finally a relmposin.- of the
politically-dan serous bread ration. This problem is made
all the more inescapable because the French share ol ECA
dollars will probably be cut substantlially below the re-
quested sum of $880 millions (itself about 107 helow 1948
1949), and because the vital dollar-earnin;. French e xports
to the US so far in 1949 are runninge about one~third below
French expectations. '

‘ §Fﬁnu1'

Approved For Release 1999/09/02 : CIA-RDP79-01090A000400010012-4

" b Ao — e

DL e i it



ST -

& Approvﬁe‘d For Reledud 1999/09/02 : CéAﬁRgP'IZQ-M09“000400010012-4

L ' ‘ The Governmment will probably decide upon additional
grain imports amounting to about 3 milllon metric tons.
This volume--cover 3% times the sarlier French estimate
of grain import requirementa--would sti1ll lesve tho total
of avallable feedgrains somewhat lower than in 1948-49.

- Because more than half of the added grain purchases would
probably have to be made with dollars, damaging reductions
would be required in raw materlal and sgquipment imports.
Equipment imports from the US, for example, would fall
‘perhaps to less than one-third of the anticipated $156
milliion for the perlod 1949-50, Although th»is amount
would represent only about 104 of all equipment expected
to be installed in France durlng this perlod, nevertheless
1t would include such speclal equipment, as that for
thermal power stations, obtainable only in the US. Hence
a8 cut iIn this typs of import would seriocusly damage vital
portions of the Investment program and likewise affect
industrial production and exports. The additlonal grain
imports would also forece a rsduction in shipments of raw
mneterials snd equipment to the overseas territories, upon
whose development Prance is relying heavily for eventual
achlsvement of equilibrium in its balance of foreign pay-
ments. Pinally, a prospective lag in exports to non=-
dollar areas will render difficult the acquisition of the
other half of the needed agricultural imports, and could
oven necessitate still greater grain Imports from the US.

The Government can be expected to find that imports
of agricultural) products are essential chlefly for the
attainment of pressing politicel goasls. The lmports would
produce effects on domestic prices and the bread supply
which would facllitate the Govermment'!s lonpg-term efforts
to overcome labor unrest. At the same time, the unfavor-
able consequences of thess Imports, though grave, would

.nevgrthelass permit substantial over-all economic progress
in 1949-50,

FRENCH AND SPANISH NORTH AND WEST AFRICA

B g;tt;ewnﬁticed token strikes maintained during the
mid-summer . a e French North African (FNA)} ports of
Alglers and Oran may be the prelude not only to a resump-
tion of larger strikes in FNA, but to & widespread work

: stoppage in the western Mediterransan. . These obviously

i Communist-inspired atrikes have been undertaken by Algerian
-CGT doeck workers in protest agalinst the frequent loading of
troops and war materlel for the war in Indochina. In view

-3*

S o v S
Apfprovéed For Release 1999/09/02 : CIA-RDP79-01090A00400010012-4

R 4 . S0 dene
oM . ol
L i

gt



) \ 02 ; CIA-RDP79-0109‘5‘000400010012-4
Ap}_proved For Releu 1999/09/ 2 nGIARDE

of the creation in Marseille last month of & new
International Union of Longshoremen and Maritime
Workers, a VI'U affiliate, and the close cooperation
exlstin; between Algerian port workers with those of
Marseille, these continuing protest strikes in Algeria
eould very well be preparation for a larger effort,

THE NETHERLANDS

A The difforent concepts of the Dutch and Indonealans
on tH3'a3EFE3“ET“E3EﬁI3fEEEEE“EHH”TIEEITfﬁ'ET_Eh
Indoneslan agreement probably will cause difficulties in
ell important phases of the negotiations at the Hague
Conference. The Netherlands Govermment has made it clear
that the agreement must covsr all pointa of difference,
while Republican leaders have stressed ths need for & rapid
agreement "in prineiple" on the main issues so that
soverelgnty may be transferred to an Indonesisan Governunent
before the end of the year. The Republicans Teel that
complicated sconomic and financial problems can be nego-
tlated after an Independent Indonesis 1s set up,; and sven
hope to begin forming the Federal Government as socn as
agreement on its structure ia reached, while the Conference
turns to consideration of the Netherlands~Indonesian tmion
and other matters. The Duteh, on the other hand, ars
emphatic that the Indonesians rust comrit themselves
clearly on their asttitude toward Dutch economic interests
in Indonesla and on the future economic relationships be~
tween the two countries. At present, the Indonesian desire
to conclude the Conference within two months seems optimistie,
bacause the Dutch probably will be unwilling to transier
goverelgnty until they have speclific guarantees that thsir
Interests will be protected.

ITALY

B Ihe new Italian Communlist Movement, favoring a
"nationalistic Marxism" end the Christian religion, camnot
be expected to make important inroads Into the strength of
the Italian Commmnist Party. The new Movement is lad by
no outstanding Comrmnists. It is particularly noteworthy
that those Communists who have been censured or even ,
temporarily dropped from the Party because of their allegsed
excesslve nationalism are not affilisted with the new
Movement. The close relations between this group and the
Chrlstian Demoerats, who are reportedly giving it financial
aid in return for partial supervision of administration,
will make the Italian Commnist Movement suspect even to
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B dissident Communists, They will fear that 1ts pro-
reform and pro-religlous charascter will make i1t easy
prey to absorption by the left wing of the Christian
Democratlc Party. Even certaln Christian Democrats

are expressing doubts as to the efflcacy of subsidizing
the Itslisn Communist Movement aa a means of undermining
the Italian Commnist Party.

A A demsnd for nationalization of Italy's electric
powsr industry w be presented to Parliament next month
by the Communist-dominated General Confederatlon of Labor
end will arouse wildespread syrpathy. There will, howsver,
be little popular acceptance of the meln Commmilst con~
tention--that the current electric pover crisis stems from
the fallure of private industry to keep pace with demand.
The fact 1s that, desplite extenslve war damapge of elec-
trical plants, by 1947 the produciion of electric energy
had reached the previous all-time annual high of 1941,
‘Moreover; a 50% inerease in electric power 1s envisioned
In sxpansion plens which were drawn up soon after the war
and which can now be realized with the help of the ERI.

The present electric power shortage result 8 directly
from the cumulative effect of two perloeds of drought in
the last six months. The cost of coal and petroleum for
thermal power has caused maximum dependence on hydro-
elesctric power, aggravating the effscts of the water
shortage. Sentiment for nationalization of public utili-
tles hes made headway smong other sections of the population
than the extreme left. There 13 a general bellef that the
cost of telephons service, electrlcity, and ras is higher
and the quality of service poorer than can reasonably be
expected. Wildespread dissatisfaction with the performance
of private companles in these filelds will provide a recep-
tive gudience for the General Confederatlion of Laborts
demand.
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