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| [. ZOMING MES-AGE
HEADQUARTERS ALLIED COMMINSION ;l,.*
Crigintor s Helorenc FEHI"E'E Moessper Cenires NO y&ljﬂ :_
Pinie: Time . o Origin 2522}?."- Bite Time Roe'd! JA.H Eﬁtﬁ‘m "
1: Preeedone RGUTIP';FE ||I
' FRON AFHO SIGNED SACMED CITE FHCGEG '
Lo o1kt
Co
116% i
- f'u:‘? ® I
EH: RETl- | ,"'... ';’
THEREFOLLOWS TIE TEXT OF FAN 640 "NAF 1094 REFERS.
PARA 4. 1IN VIEW OF TIME WHICH HAS ELAPSED AND SINCE ITALTAN GOVT HAS NOT [
RENEWED THEIR REQUEST FOR FUBLICATION OF AIDE MEMOIRE AND LETTER DATED 20 i
NOVEMBER 1943 YOU SHOULD TAKE NO FURTHER ACTION ON PUBLICATION. "
I
PARA 2, IF ITALIAN GOVT SHOULD RENEW THEIR REQUEST THROUGH DIPLOMATIC ;
CHANNFLS AMERICAN AND BRITISH AMBASSADORS WILL BE INSTRUCTED TO INFORM ;
ITALIAN GOVT THAT PUBLICATION OF THESE DOCUMENTS UNDER REFERENCE IN WASHINGTON
LONDON AND ROME IS IN OPINION OF US CUVT AND UK GOVT UNNECESSARY IN VIEW OF |

PUBLICATION WHICH HAS ALREADY TAKEN PLACE IN ITALIAN PRESS,

AC DIST.

ACTION: EX COMMISSIONER (2)
INFO : CHIEF COMMISSIONER

PﬂLﬂn[Ag
POLAD{ B
SKELETON
raamlh I\ :
< j

See Min, 216-217. <
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INCOMING MESSAGE (1)

NEADOQUARTERS ALLIED COMMISS..

Orlginator’s Relerencye F_ .:‘535]? _ Message Cenire No. Gfﬁb’?ﬁ :
DEG i Tj_':rﬁ. Date Time Reo'd: I"':E "J‘."LJGD“E'.'.
I FORLALIT

DicteTinwe ol Olgin:
Precedones:

FHOM: SR Skl e Il FrGas

o . ACTION: ALCOE RUMN Tgﬁ'ﬂ

TOP SLORAT.

Fora le Tho following isoost

Guote. ‘This is Fall (629.

Mo Udle BOA Ulsbdens Goveramenta lieve considered the desirablility

of reviaing the Italian wruloticeo uolliBe

veu should *herafore, in consultaetion with the UsKe il UsSeas

™ i g ¥ r [ e = m s |y g .""I" o
represantutives in LALY, ropert to tho Celeo. which clausss of To40 STTUBVICES

berg yau tlidnle ean Now boe QLrog odilfiad without prejudice to Allid

L]

; ¥ 11 2T ke e Adactdewl 3
militory peguivencnts o Lo iy guostlio ditel will f£0il to be decaded in the

aventuyl peuce sclttlaunnt, Laguote,

The viow(s) of ALLIMD CCLLZLSoI00 arae Cosired 4d 4 pprtter ol

e .i.J.:...‘:-T 2 T -

ACTTle™ s COMISSIGHER (2)

f 1rG: CHIZEF COLILISSLClE:
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roP SECIET

INCOMING MES.AGE

HEADQUAHRTERS ALLIED COMMISSION G/44TT

N 7 54586 G 4 b5
riginater's Helertencea EE?E 1541 A Magsooge Cerntre INe 56/ 1 édﬂ
Dedde | Time  of  Lnigin T
Date Time Rec'd: "
'y
A J.r'LFH.'-, EIE’ITEE EPﬁGﬂ-'ﬂ.—lD Frecedenc
n G N AR TOR ED“EIHE}_} (tH1 j_.Fi::- QF EEJ"LFF? B]I.[.TI-.JJ.{ CAD IT‘ilJT GFFI{:J.JEJ

VHITEHALL FOR CLUIEFs OF STAFEF.

ACTION. ALCOU, ROME TOR INformatlion
¥

- L

fhis is NAF 1094 |
Reference is made to NAF 1084 on Subject of Publicetion of Italien

prmistice Terms.
On 6 Bovember the Italien Government submitted identical reguests to
the American and British AmbessadoIe requesting simulfaneous publication
in London Washington gnd Rome of the following documents
(A). Alde flemoire to accompany the Conditions of Armistice presented by
General Elsenaower to the Italian € 1n ¢ ( also known &3 th Quebec
Document) . This document was presented in Lisbon to General
castellano by General Bedell Smith and contaline & stetement to the
e ffect that the Armistice Terms do not contemplate active Itallan
sgpsistance in fighting the Germans put thet the extent To which the
Terms would be pased in favour of Italy would depend on how lar the
Ttalien People and Government alded the United Nations in the wWar
against Germany . (B) Letter dated 20 Noveuber 1943 {rom ilarshul
Badoglio addredsed separately to pPresident Roosevelt and Mr Churchille.
This letter waswritten as & foru of protest against the Amendment
dated 17 November 1943 of the Cunninghan-De Courten arreaement, whereby
the United Natlons extended their rights in regard to the disposition
of Itelian Shipping.
On & November Slgnor Parri forwarded To +he Allied commisselion copiles
of the letters LY which the above reyuests ned been made to the
AmbassadoYs.
l'ara 4. There 1s no Military objection to the publication of ithese
documents in so far as the theatre is concerned and 1t 1is coneidered
that sish & course would help towards better understanding of the
Italien position here and sbroad.
Para D. unfortunantly, while the Italian Government © request was
atill undeXx consideration here, the substance of both documents
appeared 1in & Rome Newspaperl evidently owing to & legkoge from soOMe
Italien Government Bource.
para 6. THe desirsbllity of de sanding from the Italian Goverhment
an EIEiEﬂHtiﬂn 5f this premature release without Allied agreement has
now been considered here end I do not think that such & unurﬁnfgnulﬂ
;"‘_l'

be expedient.
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not in the form of un
covernments request as

In view of the fact the
one of the newspapers and
coupliance #ith the Italian

get oul 1in para 2 gbove 18 recommnended s

If simultaneous publication ig approved,
nd time of releuse in Lon

arrancements Herea.

IIIE.'L]H:_L ?-
only appeared 1in
Official Releuse,
it is requestea that

Para B
1 may be advised of date & Adon and Washington

in Ltime tTO make necessally

Aala Distribution ’

1nfo- Action + LX Commissioner 2
Info + Chief Commissioner
+ Polamd ( A)
+ Polud ( B)
> File

B _a'!l_. 4w H_U-'L'E‘_
This 18 Lhe correct version sent by A¥FHLU Signels
The refereance 1O NaAT 1084 in THe first para should
probably refer to NAF 1083 of the 37 October 45
Subject, Publication of Italian pArmistice Terms
AFHQ Ref FX 51220. Allled connission's No. G/2525 |
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K. s SAMo :ﬁf

HREADQUART RS ALLIED COMMISSION
APO 394
FINANCE SUB=COMMISSION

GO0E/F £0 NMovember 1945

SUBJEGT: Curremcy Clreulation,

TO t Chisf Commlissioner

1

1. I think you will bé interested in the attached copy
of an artiole entitled “ gtice Italy" from the London
EQONOMIST of 10 November 1945.

2, The HOONOMIST hee misinterpreted the Tigures it
has appurently gotten from of ficiel sourcss on the currsnoy
oirouletion. We estimste the oiroulation at the present time
to be soms 2685 billien lire, exolusive of the some 70 billion
AN 1live in the hands of the Italian public end the banks.

'-'irj_’ j; "(v Y
Jéﬁ’-fé- AT b i e

TINANOE SUB-OOMMISSION

Inol: 1

Coples to: ‘ff,f’ |€qu

ixecutive Commissioner
Aoting Vice President, Foon. J60.
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THE KCONOMIST, Hovembor 10, 194D

ARAISIICE TTALY

The publiceiion ef tha Allied terme to Italy in o White Paper lssued
this week ig of little more than historicel interesi. More then two years
liuve olapped aince Mershsl Dadopllio's acoeptemos of unconditiomal surrender;
and during thet time Itely's role hns been gtrikinply trsneformed., Trom
beiny; (defeated ensmiee the Ttelisng heve bacome "eobellipgerente" or all but
Allies. Tt ie diffiocult to fird = proper term for thelr present role in the
treditionel vocabulsry of diplomeoy cnd international law. 'The history of
the ermi tice period, ss reflegcted in the ihlte Puper, throws into reliefl
the fect that the unconditlional surrender wes never enforoed: and that there
has never been the elightest need to enforce it. Omly three wesks after
Ttaly's surrender, General HEisenhower stated thet some of 1ts terme had
nlreudy become obsolete, In Septomber, 1944, a your after the armistice,
the allies were in & position considerebly to relux their control over the
new Italian sdministration. The Italinn Government was given the freedom to
ipeue deorees and other legislastive mote without obtaining Allied approvnl.
The rehsbillitation of the country's economy became the avowed purposs of
Allied poliey, and imports of food, coel and clothing to Jtely soon beguon
on & fuirly gponerous ecsle. Ttaly's final contribution to the Allied cuuse

has been fully acknowledged in the /llied gountries,

o g T PR M e M T

In u sense the treatment of Italy by the Allles might be regurded as
a very fruitful experiment in ehsplng & modercte peace without vengoeance,.
Yet so fur the experiment hes been carried just far enough to show tlmt 1t
is in faoi, Ilnsdeyuato. Technically - end partly in mctusl fact - Ttely is
gt11l living under the armistice. Its territory is still oocupisd; and its
Government hus recovered only limited independence. Tha country soems to
be fully ripe - perhape over-ripe - for the traneition from ermistice to
peace. Yet tho Alllsd Powers heve not yet been vble to agres on the general
1ines apd the detalls of & peace settlement. Oonseeguently the country ie
politicully in o state of suspenss which carnot feil to hemper, indead, to
returd, ite economiec and political recovery.

For the first time eince the armistice 1t lc now poseible to obtain &
fairly socurite idea of the eoonomic eituation in Itely vnd to measure the
offect of the cbsolescent srmistice en 1t. Generully speaking, Ttaly has -
as wep to he expacted - emerged from the war in & stete of impoverishment
and disorgenizetion. But 1to condition is not grim; and it hos not euffered
the total disintegretion spparent in some Furopesan countries. The war demage
inflicted on 1ts econamy is eetimated by the Italisn Government st shout 20
billion dollars. The productivity of 1ts aprioulture has gravely deteriorated.

—1- b -r ‘) ru : 3
W ED '*lﬁl*u-imidb L]
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This year'e grain orep yielded 80 to 85 nillion quintals, compared with e
pre-war yield of sbout 115 millione. The whest orop amounied to 50 millien
quintals, This leaves the country with a defiait of 20 to 25 million
quintels, which must be imperted if the Italisn pesople wre to get a dsily
ration of 200 grums of bresd. In other foodetuffs, the situstion is 1in-
compurably worsa., The supply of mest is down to a Quartsr, of sugar to ons-
tenth end of dry vegetables to one~half of the pre-war level. The s0il has
been sericusly starved of fertilizers; snd 1t will probably teke s number of
years before 1ts normsl yield is rastorad,

' The trunsport system hes suffered heavy lossss., Only half the pre-

! wor rolling stook 1s intact. DPut the state of tha reilways 1s no worse than
that in most Ruropean eountries; indeed, 62 per oent of the permanent wey husg
oscaped destruction, The m rohant fleet, however, has baen decimuted. Only
90,000 tons = now included in the Allled pool - remein out of & pre-war
tonnege of 3,300,000, Comatsl shipping 18 reduced to one=third of ite pre-
war volume. Efimilarly, rosad transport hns dwindled to 36 per cent, and its
rehublilitation hae been hampered for lack of tires,

The genersl situstion in industr is 1llustrated by the Tollowing table,
whleh siowe the wolume of output planned for the beginuing of 1946 ( 1in
percentages of pre-wer output):=-

IF'ar cant.

Per cent,
lietul industry a2 Precision tools 100
Laad BO Elsotrioual eduipment 110
Zino 76 Chemiculs H0-20
Alumindium B0 Textile manufuactures
Rellway rolling atock 150 (wool and cotton) 180
Magnesium 100 Artificlal esilk 50
Motor care 170 Footwaar 100
figricultural mechines 20 Puiléing industey 76
liavel construction B0 ffood industries 60-100

Ibe plen is smbitious. It shows the e xtent to which the capacity of TItaly's
heavy engineering, chemical, snd light industries has remained intect or

has even besn expanded during the war. The shortuge of fuel is, however,
the Achilles heel of the plan. To keep the Itelisan industries running, coal
imports at the rite of B0O0,000 tong per month would be needed. The quota of
American imports hns, however, besn cut down to 126,000 tons per month,
Imports of electrioel equipmant are needed to rastore the power stations in
eouthern Ttely. (In northern Itely about 90 per cent of the electricul
ingtellation was eaved by the partisens from destruotion.) 5o fur, 25 to

50 per cent of the power plents in southern Ttauly have hoen put back into
commission, thanks to the import of electrical equipment from the United
~tates. 011, ocotton, wool and cellulose huve aleo come from the same source.
Thus, Italy's recovery hos so fer been to a very lurge extent due to American

m8@istance. Correspondingly, American influence on the Italian unonﬂgy is
becoming very marked.

-
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The ploture smerging from these eoconomic indices is one of a eountry
struggling hard towerds recovery. Hhat is needed to stimulnte the recovery
ie purtly poeltive - & little more nild in food and coml - and pertly negative
= the ramoval of some romalning vhotecler. There cunbe little deubt that the
occupatlon reglme, whiech up to s time helped 1in the economle rehebilitation,
is now markedly impeding it. In some of the Jarge oltles sboul 40 per coat
of housing accomodation hss been requisitionad. But the most striking svidence
of the disturbinr offect of the ocoupation 1l to be =ean in Italy's flnencial
situntion. The ciroulstion has roached 285 blllion lire compered with HE.D
billion in 1938; and of this total nearly oune quarter - 65 billlons - is
ourrenoy issuzd by the occupstlon forees. 'hel the Goveriment hus pot yet
been sble to work out ony tinsnoisl poliecy is in part buceuss of the incal-

i oculnble inflatiomsry effect of tlhe vecupatlon regims. Thoe wirsasolved dispute
' over the reparations still to be pald by Itely furtler ontribtubes to an
atmosphere of economic uncertainly.

Tyi8 uncerteinty cannot fall to overshadov the political wmoen=, Ferw,
too, thers are definite asigns of rasdvery end abtebilization, "mt Lhare ara
also pome unmirtakubls sline Lthat dny progress towards atahility muy easily
e disturbad and upset. FHrlefly, the manifestntione of ztabillly gan Lo
summed up &3 follows: the reunlon letween southern snd rorthoern Tiely oid
not lead to 11a vinlont collision bLetween cuise veblamw und revolution widch
might hruve ocowsrrsd if the A1lise had ilusisted on thelr originel, rigmldly
pro=Consexrvetive end pro-Monereliist policiss., Mael of the northern partiscrs

. have been enlliated in the naw polier foree, 7Twio problemr thua esam 10 Love

kb besn solved el & sbroke - tia "purgs” of the poliese snd lle Tutura of the

H pertisan baade, Jhere hos becn ramorkubly Little enein) unrest so far. The
controversy over Menuvchy and Repmblle has beon veal=kwis=d Lo the benokeground;
and 1t nee heen vidoly ccesntad thet the Honnrehy im post-TFasclat Itely 1s
no more real Lhan the 1575 Gonstitution in liberuted Trence. Ytu durial is
40 be errangod 1a on ofually undraustic menner efter ths olention of Tisly'a
Congtituent /ssenbly next ‘inrch.

Thet the Hegublle 1g almart gestedn to o arry tha day ssons Lo Tollow
from the fuol ¢h«k In Muely, se elsswhore in post-Taselont Turore, politicel
1ife 18, for tha tima oty , sottling down into the Iramework of a three-
party syetam, in which & glightly proprossive end elightly clerlesl ghristiang
Democracy is thes ouly ertsstive and broasdly hassd counter-bolance to thu LeTt,
On the Left, it looksd ut oue tlue o if the fuslon velween ‘oolplimm nnd
Conmunism was going to wo mors resl in Italy them elewvbera, Toth rortlus
wars in almosi equaelly !ltter oppesltion to whut they culled ihe Churehilliug
policy of support for ithe Fouse of favey ot uny price. Thoe Scoinllets feld
ivolated; wnG Lhey temded Lo look to Huesis velher than to the vast,

But two evante Love rovorsed the trend, The Tabor victory in Eritnﬂ?& ~
gave & now stimalua ans azw anlf=relianse Yo bhe Ilalive Soelallsts; dn-LJ{J
wittingly, the npltish alactorets voled tham oot of thelr plenped fusion with
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the Communiste. On the other hand, Signor Toglistti's support for the
Jugoslev elaims to Trieste and %o the Soviet demsnd for reparations has
probably weskensd the eppeal of Communism in Italy, All these trends suggest
stabilizetion on & basie of radical, but mot of extreme, republionniam.

Yet the politiocal soene is atill somewhat disturbed., Itely hee now one
unf a half million men unemployed. The Government plans public works for
the employment of 700,000 paople at & eost of 136 billdion lire, Pul hundreds
of thousands will stil) remain without & job, Moet of th bt recerve arny of
unemployed "are former Fescicte, They wre s formidenle nueleus for rane gort
ef neo-Fascist movemsnt, especielly now thut they have heen re-accorded the
right to participate in politicea. Wor sre they the only diegruntled elements.
The index of the ouet of living sionds st 2000 {100 in 1543), TIndustrial
weges have rissn to 1000 while salsries heve risen to 500 only. Ths lot of
the industriel worker is hardly envieble; but the "white-gollar vorkerr
1s relatively still vorse off, A simdler sltustion in tle early '"twentiec
resulted in shorp antaponiss between the incdustrisl werking elasvens &end their
organizetions on the on¢ hand mnd, on the other, the lover middle clesses
to which Fasciowm mude flo eppeal. T4 ie diffioult oot to see the makinga of
e similar anlsyonien in tha prosent eitustion., The Itullon democrotie nerties
Year s recrudescence of Pasoism in soms new form; they feer slen that the
Western Poware mey suprort it 1n order to kasp the Left In chenk., Tolitical
cbservers see s disturbing eympton in the sudden, wushrooi-like arosth of
the Perty of the Common Men, whosze polltical idlom suggests s leaaing townras
neo=Fascian,

The present Itallen Govermment may perhaps be strong enoush to danl
with a2ll these economic end politicel uncertaintiuvs if iis position vie-avie
the Allies can be strengthened. At the moment, It lacks in the eoonomic
shpere the margin of supnlies whioh could make all the differvnce batwoen s
winter of discontent and uneaployment sand & resscnable economic O 0OVeTy.
Folitically it 1s handicarpod by 1ts equivoocel position - half-ally, half-
vanquished; helf & pillar of the new rediesl furone, half en cutosat from
the United Netlons. (ven though Crest Uritain cennot mske eny substantia]
direot economic contribution to the restoration of Ttulilan stebility, 1t ooulad
do very muchk to incresse the self-reliance snd praslige of tha Itulian
Covernment. A 1little more interest, & mrontor rendiness to treat with Ttaly
88 an oousl, somc sione of o deeire to end the enomaliss of armistics and
ocoupation could eresie & new mood in Itsly, undo the disillusions of
Churchillisn diplomsocy snd lay the foundetions of lasting Anglo-Ttnlian
understandlzz.
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