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SECRTITT
AUSTRIA
B There is likely to be a g§§ater volume of
Austrian t¥adc with the Soviet Satellites and ruposlavia,

Despite the decline In Austriats trade with the West
during the months preceding Austrian devaluation in
Movember, Aushtrian trads with eastern Furope remained and
has since remalined; constant. The anticipatsed Austrian
devaluation led to a reduction in western orders. Other
factors Influencing the trade decline have been the level-
Ing~off of the demand for pir-iron, steel, pulp, and papsr,
and the continued low productivity of Austrian industry
with 1ts eonsequent hish cost of production. In contrast,
tho quid-pro-quo basis of the barter arrangements with
eastern lLurope, and exlstence of complenentary trade
relationships, have militated apgainst a ecomparable drop in
trade. Austrlan trade with the present Satellites and
Yugoalavia is considerably below the prewar level (consti-
tuting about 207 of Austria's current imports and exports
corpared to the 1937 figures of about 39" for imports and
32% for exports). Austria, nevertheless, still takes con=-
s8lderable foodstuffs and solld fuocls from sastern Hurope,
end will probably require even greater quantities of such
poods 1In the future., Furthemore, as the Austrian indus-
tries continue to increase thelr production of netals,
equlpment, machinery, and textiles, 1t will be natural

for Austrian businossmen to seek markets in the Satellites
and Yuposlavia.

Recently, Austrian businessmen, for exariple, have.
entored a milllicn-dollar trade deal with Hunpgary through
Intrac, the Soviot-front export-import orgenization.
Although this transaction, which the US is trying to get
the Austrian Government to void, represents but a small
frectlion of total Austrian trade, it is the kind of arruupe-
ment that will slow down the tempo of Austrian recovery. It
dissipates Austrlan hard roods, by exchanging them for semi-
luxury food itoms, when the hard roods can be traded elss-
whero for hard currencies and goods nmore important to the
Austrian sconomy. Furthermore, the succnss of Intrac as a
middleran, at a time when the Austrian CGovernment 1s seeking
to wndermine Intrac's ineiplent monopoly rosition, is
particularly disturbing, and indiecates that Austrian
businessmen are willing to reap a profit regardloss of over-
all Austrimm economic needs.
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FRANCE

‘The Bidault Govermment, narrowly sustained in the
Assembly by sIx recent votes of confidence resulting in the
passage of the budget, will enjoy a repriove, at lecast
through January. Parliament, In its ordinary session which
opens 10 January, is primarily concerned in the Cirst week
with the formation of committees and the election of officers,
and is not expoeted during the remainder of January to debate
any new matter which eould provoke & political crisis.
Althourh labor is pressing urgently for a bonus,; pending the
final return to collective bargaining, the Right is not
likely to threaten withdrawal from tho ecoalition on this issue.
Loglslation for colleetive bargaining passed the {irst reading
in the Assembly on 5 January. The Assembly's second reading
of the budget and collective bargaining bills will probably
be delayed by extended debate in the Council of the Renublie
(second chambor).

The Council is likely to amend both of thess bills
aubstantially, and the Government would thon face a severe
tast when the budget bill undergoes the second reading in
the Asserbly. An absolute ma jority (311) will probably be
necessary to override Council amendment of tliis b1ll, in-
asmich &8 the Couneil itself is likely to pass the amendments
b such a majority. Bidault uas unable to obtain more than
306 supporters on any of the recent votes of confldence. The
Lovernnent, moreover, apparently carried one of these votes
over strong Rightist opposition only because Bidault promised
to reconsider the tax~increase provisions when actual revenus—
‘raising measures are debated. Henea, 1t is l1likely that
oppoaltlon to the tax features of the budget b1ll will be
strong both in the Counell, where the Right is powerful, and
on the second reading in the Assembly.

The French Communist Partg gpcpg will intensify its
"peace™ campaimm in the com 2 months w 16 nedinte
oE}acEIve 0? undermining French national defense. The PCF
hopes %o achieve this objective by directly obstrueting de-
fense production and by promotings widespread defeatism.

The PCF i1s already spreadin; "peace" propaganda by
calling on workers, youth, and Communist front organizations
to rebel against any plans for rearmament for an "imperialistie”
wer, One of the primary mobtives of this propaganda is to per-
suade workers to Initilate strikes in all enterprises enpaged in

war production. Although the Communist-led General Confederation
o 4 e
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of Labor (COT) has been relatively ineffective in creatiry
extenslive strike action during the past vear, it remains
the most powerful single orpanization of trade unions, and
has a large following of workers in asome key activities
directly affecting defense production, whers limited work
stoppages are likely. Recent indications are that efforts
by COT longshorerient's unions to stop loadins: arms for
Vietnam are not supported by the majority of cock workers.
Communist pressure to persuade longshorerien not to unload
MDAP equipment will therefore be intensified.

The PCF's attempts to provoke videspread defeatism
among the French will probably not sariously impede US
plans for the #fense of western Burope. These attempts will
include intensified dissemination of newspaper articles,
pamphlots, etc.,; which will emphasize purported US desipgns
to: (1) use the Fronch as soldlery, (2) rearm Germany, and

(3) dominate the I'rench nation completely.

THE NIETITOLANDS

The Dutch will be more interested in strenpgthening

&_vestern-oriented end-controlind Germany, now that the

etherlands' almost complete preocccupation with Indonesia
1s ended with the grantins of Indonesian independence,
Before liorld tar II, Germany was the Netherlands first
supplier and second best customer, and was an important
source of invislible income. 1/ith some loss in income from
Indonesia expocted, the Netherlands is seeking to renew
prevar economlc tles with Germany, with the important
difference that through collective western eontrol the
Netherlands hopos to prevent the revival of the former German
discerininatory practices.

The Netherlands seeris determined to include Germeny
as soon as posslbls in the resional econoriic grouplin:: of the
continentel western liuropean powers which is currently under
dlscusslon among I'rance, Ttaly and Denelux. Vhile Belgium
has Jjolned the Netherlamds in favoring German participation
in such an organization, the Netherlands has been more ine-
sistent and vocal on this point. The Netherlsnds also
Insists that the Benelux countries participate Iin the dis-
cussions of the western occupylng powers on the question of
terminating the state of war with Germany. The Netherlands
wants firm essurences that, if the state of war is endsd,
the German Federal Goverrment will assums responslibility for
prewar German debts and accept six-power decisions on the
protection of foreipgn interests and the r ectification of
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Germany's western borders.

Currently, the Netherlands ls attempting to
obtain: (1) increased use of Dutch ports, watervays, and
inland craft for international shipments to west Germany,
and (2) token utilization of Dutch eraft in the west
German inland wvaterway trafflc, In preparation for more
extensive operations, with complete freedom for Duteh .
shippinse. The Dutch, furthermore, are opposed to CGermen
control of the currencies used In paying for inland
shimments. The Netherlands probably will now concentrate
on obtaining satisfaction on these points, because tho trade
agresnent with the Federal Republie, conecluded in September
1949, has made posslble a large increase in Dutch exports,
and has resulted within the past few nonths in a very favor-
eble balance of trade for the Netherlands.

The pgroundwork belns laid for future Dutch-
Indonesian cooperation indicates that the Netherlands
‘Governnent 1s accepting the new relationshlp with Indonesia
and, at the same time, 1s determined to obtain the maximum
political and economic benefits within the limitations
Imposed by the Netherlands Indonesian agreoments. Prepara-
tleme are underway for the organie establislment of the
Yetherlands Indoneslan Union, which provides for consultation
on matters of mutual iInterest. The machinery has elroady
boen utilized for discussions on foreign policy, particularly
the question of the recognition of Commumnist China.

The appointment of Dr. Hirschfeld, former Dutech
Government adviser on ERP affairs, as the first Illigh
Commissioner to Indonesia is a strong indication of the
attitude of cooperation. assumed by the lietherlands Ctovernment.
A non-political appointec and an astute financial tecimician,
Hirschfeld was on excellent terms with the Indonesians
during The Hapgue Conference, and was instrumental in obtainw
ing Dutch acceptance of economie and financial concessions,

Ho has indicated that the Netherlands is willing to grant new
credits 1f the Indonesians request thom. An agreement has
been reached between the Covernment of Indonesia and the Royal
Dutch Alrlines (KLM) to form an ailrline for inter-islsnd
traffic in Indonesia. According to reports, KLM will recelive
507 of the profits from an opsration which, until now, it
monopolized. The advance in Amsterdam &tock market prices for
Indoneslan shares at the end of December indicates confidence
in the Indoneslan Goverrment's policy on foreilgn investments
end the Govermmentts ability to maintain order,
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TTALY

The reluctance of the Italian Government to

extend the visas of a

ftaly 18 not an isolate icldent, but apparently
reflects an Italisn Government policy resulting from its
readiness to accept the na jority opinion of loeal
comunities against minority evangellist groups. In
ovember, 1949, the Italian Goverrment, despite repeated
Inquiries by the State Department, refused to permit a
group of US Jehovah's l/itnesses to -xtend their visit in
Italy, and requested thut they leave on short notice.
At that time, the Aeting Diroctor Geoneral of Italian
Politlcal Aflairs explained to US representatives that
Itallan authoritises interpret religious freedom to mean .
that "cveryone is free to worship in his o.n way", but that
this policy does not extend "to allowing foreigners to
enter Italy for indiscriminate religlous proselytizing",

The g rowiny, apprehension emons many Itallans as
to the erfIcacy or Ugﬁﬁiiifﬁiy aid to Italy could have more
serlous consequences than ths extreme leftist campaipn
against MDAP. In an eoffort to counteract Commumist pro-
papanda that this military aild will sventually involve
Italy in an "imperfalist" offoensive against the USSR, the
Goverrment-inspired press has declared that the relatively
mnodest arnount of agsistance, together with limitsations in-
posed by the peace treaty and the national budpet, will
rostriet ITtaly's participation in the Atlantic Past to
strengthening its own defeusive position, and will prsclude
& cartpaign of aprression. This explanation by the pross may
boomerany; by makin: increagingly apparent to the Ttaliens
the precarlousness of their poaition in the event of an
Bast-i'est war,

Although Italy's vulnorability to invasion from
the east cannot be overcome, the population's will to
resist could be stiffened if the country*s defense poten-
tlalitiea were developed to the naximum. . Such a program,
however, would involve violatlon of the peace treaty's
military clauses, as, for exanple, by requiring the re-
activation of war industries in north Italy. PFurthermore,
the psycholo.-ical advantages accruing to the Itallans from
partieipatlion in the production of war materisl for MDAP
nay be outweighed by the Ttalisn realization that north
Italy would probably be quickly overrun, and its war plants
captured intact, by an invading enemy,
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THE VATICAN

Fear for the position of the Spenish Roman
Catholic Chureh in the event ol political changes in Spain
Ys a major factor deterring the Vatican from working for
the removal of Franco, desplte dissatisfaction of important
loaders in the Vatlcan oveor 1ts present relatilonship with
the Caudillo’s Government. The Vatican is apprehensive
lest Franco's fall would mean immedlate loss of prestipe for
such organizations as Opus Del (designed to exert a conserva-
tive influence on Spanish youth), which have been promoted
as much by the Spanish Government as by the Spanish Churche
More important, Vatlean leaders are auvare of the wideapread
hostility among the Spanish Catlhiclic population to the
alleged venallty of the hicher clorp:. Many Spanish
Catholics are afrald that a change in the Covernment would
lead to serious popular attacks against the Spanish Church.
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