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CONFILENTIAL

HI'ADCUARTERE ALLIED CONMTSSTION
APO H94
FOCONOMIC STCTION

11.07/ES/T 20 Nov 44

auURJECT: Purchases 1in Ttaly by the French and Yugoslav

Patriocts.

T Vice Precicent Politiecal ﬂectiun
Vice Pregcident political wectlon

1, Refercnce 1is your {interoflfice memorandu dated

i November 1944,

. PREeoncomically ther'e are two important aspects of
the activitieszs of the French and Yuposlev apgencies wha are

puylng geoods 1n Italy for export to their home countries.

(z) The removal of goods from Ttaly vhen there 1&g a
crave shortage of practically every article and
conmodity in her normal econonty and the possible
conceyuential effect of necessltating replacement
by importetion in Allied ships from U8 /UK sources.

The guestlonsble morality of paying for such
roods with noccupationall currency, without a
prior declarstion as to whether it is the inten-
ion of the apencies'! home countries to credlt
Ttaly in any way Wwith their own currency egulv-
alent of the lire used Ior the purchase 1 ITtely of
these poods. If there 15 NoO such intention these ackvities|
becone, in the more favoreble interpretation, |
npeparetion payments® vithout sanction of a Peace
Treaty, or, in the worse interpretation, looting
of the refined order precticed by Germany on &
larpe scale and condemt:ed in the press of the

Alllea Nations.

= As to the first of these factors, 1t cannot be
strecsed too strongly that Italy's internal economy is in a
srave state. The country is woefully short of the baslic neces-

2554




[ ey -
peclaasified E.O. 123156 Section J3.J1/HNND  HNo. ‘l? .;1_".' 'E]. A Jr .IEL_*__

sities of the people; the means ol producing them and trans-
porting them are mostly in rulnsg; and the guantitiles she can
import are limited, by the combined effect of her wealk foreipgn
exchanrce nosltion and the strained supply and shipping re-
cources of the Allies, bto essential nfirst-aid® items. Such
supplies es there are 1n the country must therefore be used

to the best nossible adventopge, first in the prosecution of
the var, either directly or in the reliel of the Allied supply
or trunsportation problems, and then in relief of the rTulined
economy of Italy itself. The Allied Forces Local HeSourXCces
(Ttalian) Beard was set up for the purpose of controlling
cortoin items of supply, including most of those purchased by
the avencies under review. The French Folrces and the Yugoolavw
Miccion should make representatichs to the Alliecd Commission
in the first instance in cases where they wicsh to deplete
Ttz1dan lecnl regsourcess; AC will then take the matter up with
the AFLR LBoard.,

4. With regard to the second factor, 1t is clear ithat
the TFrench are paying for these supplies from lire funds
drayn by the Irench Amy Paymasters from Allied Financial
A-ency. There is, however, no Heals of controlling or limit-
ing the sums drevn by the Paymasters unless, ol course, the
sume demanded were manifestly absurd. The Yuroslave In Italy
draw funds from the same source for Lhe eXpenscs o tWo
bocdies, the Yupc 1awv Miesion and the Delegaticn to the Advi-
sory Councdl for Itely. AIFA records discleose draviings of
only approximately 6-1/2 millicn lire, wiiich contradts with
Fie %6 milllion lire believed by the Minister for Foreign
AfTairs Lo have been pald for one purcnase alcrne in Rome.
maprther inguiries are belng made in thls connecllon by the
Mnance Sub-~Comrmisalorl,

5. If it 1s not the intention of the Irench or the
Yuroslave te set up the reguired recording machinery to credit
Itzly (on vhatever terme) wilith franes or dinars equivalent to
the lire used for these purchacges the transactions must be
considered either as anticipating the terme of the Pence
Treoty or ag plain lootlng.

S £. on the other hand, France and Yupeoslavia
desire to plaoce these trausgactions on & legal feooting they
chould be informed that Italy's foreign exchaige position 1s
~ueh that the Italian Govertment will soon be compelled DY
cireumstances to set up a Foreldgn rxchange Apency which shall

&1
—l.‘:..-
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operate under the superyision of AC. TUmtil this control 1is
ostublished and the nolicies guiding 1its operations have
been agreed aAmong +the Allied Nations and Ttely it is most
andesirable that any sf the Allied Natione chould pursue
any mllateranl course affecting Ttaly!s forelign exchange
nosltion without prior conoultation wfth the other Allles.
Refer in this cornnection to our memorandam of 15 flovemnber
on Trade Negotlatlons with Sweden.

7. Tn the view of the Feonomic Sectlon, France and
the Yugoslav Mission shruld be invited to take the follow-
ing actiona:
(2) Btate their intention to oredit Ttaly with the
frane or dinar equivalent of the lire used to

uyrchose supplies 1t Ttaly and the use to which

ennich eredit is O he T1t.

Declare to the Ttelian Covernment a list of all
sunplies already curehnsed 2nd exported oOT held
ready for export, cshovine the lire prices b Ll B g 4

cabmlit thelr fature reculrements o AC in the
firast Instance.

perec with the [t21ian Government and AC a means
of revieving 2ll future ernort trenaactlons of
the tyve referred to AbOVE.

a. TIn connection with +his subject ¥you Are referred
to the attached cony of nemorandum forwarded to G=9 ATHL) «
we do not yebt know what ~etion has heen faken on the recou-

mendations 1n t¢|is.-nf¢mwrb¢1ﬂ1uﬂ‘

R NS L ""-l- I"-.-_-.-.--"F'F

R RToLEaT,

fLetinge Deputy. €hief of 5taff,

1 Tnel: ey 1ty 13 Oct 4« Iconomic Section.

' = a -~
D sfrioatlons Vi

Commaerce jf{:

Finsnece EXE

Tndustry S/C
apriculture £/C

\TTRES. ARHD (Brig. Curr
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HEADQUARTEED FMER / amm
ALLIED CONTROL COMMISSION
APO 394
ECONCHIC SECTION

ACL /5004 /COMEEHCE 18 Qetober 1244
SHBEJECT: Logal ResGul'Ces- I'rench Purchiseés .-
T .  AFHO G=5.

1. The Commerce Sub-Comniscion, HG, ACC, has received reports
of direct purchases by French apencivs of ITtallan copmoditlies for ex-
port. Thesc reports have been collated z2nd checked to a limitea exX-
tent, the result: oF which are attached and forwarced hereviti for
the purvose of bringlrg then to attention of AFHY.

o p1l the efforts of A.C.C. have Lgen directed towara alding
the Itelisn Government TO retinbilitete their essentiél inaustrles, but
it is felt thot the stripping of the country's limited resource. by

sindiseriminste buying on thae BHE o 2 relpn agents renders tnese el -

rl.l [_... .lll;._.r;_-i'.'-l

roes (see Appendizc A
arnd our attentlion OIS
5 and 6)
cni the :.lj't

" | of the items under T'eview 10 clther on the controlied
op restricted list of Allled FeI'CED . ~al RBesolrces Poard and there-
fore subject to the restrictions L id down in A.A.I. Administrotlive
mmetruetions Ne. 8 to the effect that all proposgals folT eX] rtetion will
Fipat be referred to Local Pesources sobicn, now, AP L.b.c. = AF ol

5. It ia thereiore IeCCll crided that the Prench fAuthorities be
et tr_ﬂ.:

& te follow the regular channels for rocurement snd exporta-

il &

a% econtrolled and restricled maberizls.

L. that no further expert or non—controlled or non-restricted
setepials should be made without ‘the: & proval of A.C.U. Foreign Trace

[ivision

9541
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c. to declare all stecks of Ttelizn poods purchased, accumu-
loted, and now stored in warehousnes in Italy to A.F.L.E.5.- AFHG 5 5

for appropricte dlsposal.

for the fcting Chlef Commlgs:

A.G. ANTOLIANT
fcting Hend
Feonamie Secllon

7y Lok

j.l!l. - ]-ili jl-ll L] .r‘l L] Jhk}-"I-EI. -
COMMERCE Sub/Commission
INDUSTEY Sub/Commission
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