
The Spanish Conundrum 
(Contributed) 

DE S P I T E British and French 
objections, the U S A has recent

ly negotiated a defence pact w i t h 
Spain, permit t ing the use by the 
Un i t ed States of naval and air bases 
in return for economic and mi l i ta ry 
aid to Spain. The agreement was 
negotiated by the late A d m i r a l 
Sherman, whose visit to General 
Franco in July followed that of 
eight American Senators of the 
Foreign Affairs Committee. A l 
though the pact has not been offi
cially announced yet and details are 
not available, the U S A is likely to 
be granted rights to naval bases at 
Cartagena, Cadiz and Santa Cruz 
in the Canary Islands and about five 
air bases in Spain. The British ob
jection to alliance w i t h Spain was 
stated by Mr Morr ison in the House 
of Commons on July 25th, as fo l 
lows : " Government did not believe 
the inclusion of Spain in Western 
defence would strengthen the com
muni ty of freedom-loving nations. 
, . . The strategic, advantages would 
be outweighed by the poli t ical 
cleavage which such inclusion would 
inflict on the Western community 
of nations ". 

In the U S A today the Spanish 
problem is viewed by most people 
solely in the context of the possible 
value of Spain to Western defence. 
The General Assembly of the U N O 
voted last November to rescind its 
resolution of December 1946, which 
had recommended wi thdrawal of 
ambassadors from M a d r i d and de
barred Spain from membership of 
UN specialised agencies. By De
cember diplomatic representation 
was resumed in M a d r i d and recently 
America granted a loan of $62.5 
mi l l i on to Spain through the Ex-
por t - Impor t Bank. Whi le US eco
nomic aid w i l l help bolster up the 
tottering Spanish economy and sus
ta in General Franco's position, m i l i 
tary aid f rom the U S A w i l l moder
nise, equip and t ra in her army of 
22 divisions. 

In recent months, the Spanish 
economy has been heading towards 
a crisis, engendered by bad har
vests for a number of years, corrupt 
administration, absence of foreign 
exchange resources to impor t con
sumer and producer goods and rise 
in the cost of l iv ing . The smoulder-
.ing fires of discontent burst in to 
f lame in the successful strikes by 

the Catalans in Barcelona last 
M a r c h , which were followed by 
strikes in the industrial towns of 
the nor th and in M a d r i d in A p r i l 
and May. T h e strikes were orga
nised in protest against the rise in 
the cost of l iv ing and the deterio
rating economic situation. Discon
tent is not confined to workers, but 
has penetrated into the ranks of the 
Army, the Falange and the Church, 
which arc Franco's main supports. 
The popular sympathy for the 
strikes and their success in a cor
porative police state indicates the 
parlous state of the Spanish eco
nomy. 

T h e continuous rise in the cost 
of l iv ing is reflected in the official 
cost of l iv ing index number (July 
1936—100) , which rose from 275 
in 1945 to 361 i n 1946, 424 in 1947, 
453 in 1948, 478 i n 1949, 529 in 
1950 and 584 in March 1951. The 
principal factor in the rise in cost 
of l iving has been the high price 
of food the index for which rose 
to 776 by M a r c h 1951. In respect 
of textile products, the index num
ber of wholesale prices (1937 = 
100), rose from 491 in 1949 to 715 
in October 1950 and 1401 in M a r c h 
1951. In fact, the real burden of 
the increase in cost of l iving is even 
greater than indicated by these offi
cial figures, for ' black ' and ' grey ' 
markets are rampant due to corrup
tion and inefficient distribution by 
the official syndicates. 

Wages bear no relation to the 
cost of l iving. Whi le prices have 
risen to seven times their 1945 level, 
wages have risen only three-and-a-
half times. The working classes 
and middle classes haw; both been 
severely h i t and it is the common 
practice among the c iv i l servants 
and other middle class employees to 
hold two or three jobs simultaneous
ly in order to make ends meet. A 
lieutenant in the A r m y receives 
only about Rs. 100 a , m o n t h and 
has to supplement his income by 
selling a part of las ration of o i l 
and bread. Rations for civilians 
are insufficient and irregular and 
people are forced to buy in the 
black market. There is an acute 
housing shortage and working-class 
dwellings are scarce. On the whole, 
it is reckoned that the Spanish work
man is only half as wel l off as he 
was before the C i v i l War . 
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The root cause of present diff i
culties seems to lie in the fact that 
while population has rapidly i n 
creased (from 25.9 mi l l ion in 1940 
to about 28.5 mi l l ion n o w ) , agri
cul tural production—which accounts 
for one-half of the national income 
and employs directly over 55 per 
cent of the working population—is 
only about 90 per cent of the pre-
civi l war average. The production 
of wheat last year was less than 3 
mi l l ion tons, as compared w i t h 4.3 
mi l l ion tons in 1935. No doubt the 
country has suffered a series of 
droughts in recent years. But pro
duction of superphosphate fertilizers 
is still below the pre-war level and 
imports are insufficient, due to pau
city of foreign exchange. Bread 
forms the main article of diet of the 
people, and whereas before the war 
the country was self-sufficient in 
wheat, today it has to impor t one-
sixth of the total consumption. 
U n t i l last year, Argentine supplied 
Spain's requirements on a long-term 
credit basis. Now Spain looks to 
the USA and Australia, where she 
sent a mission last Apr i l to purchase 
wheat from the Australian Wheat 
Board. 

Apar t f rom the decline in agri
cultural production and the series 
of droughts which have reduced 
generation of electricity and conse
quently industrial production, 
Spain's economic difficulties arise 
f rom the fact that the ravages 
wrought by the c ivi l war have not 
been fully repaired due firstly, to 
t h e outbreak o f W o r l d W a r I I 
immediately after the end of the 
c ivi l war and secondly, to Spain's 
continued poli t ical isolation, even 
after the end of the wor ld war , 
through the ostracism imposed by 
the U N O and the Western powers. 
Spain d id not receive' Marshal l A i d 
and her recovery has been ham
pered by obsolescent and worn-out 
machinery, power and fuel shortage, 
lack of trained labour, dilapidated 
transport system, etc. There has 
been considerable expansion of elec
tr ici ty generating capacity over the 
past decade, but Spain still remains 
one of the least electrified countries 
of Western Europe. The textile i n 
dustries expanded by about 50 per 
cent dur ing the war years. Spain 
has also developed paper, cement, 
chemicals, pharmaceuticals and me
tallurgical industries, 
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Spain is r ich in strategic mine

rals, such as wolfram, mercury, sul
phur, zinc, manganese, lead, 
bauxite and pyrites. D u r i n g the 
war years, increased production of 
these minerals enabled her to earn 
foreign exchange. T h e shortage of 
electric power and other bottlenecks 
mentioned above led to a decline in 
production in the post-war years. 
The long-term plan of the Institute 
Naciona! do. Industrie) (INI), the 
semi-Government corporation set 
up in 1941 to provide capita! for 
essential industries, gives high prio
r i ty to development of mineral pro
duction and speeding up industria
lization. But the plan cannot be 
fulfilled without considerable foreign 
aid, equipment and technical assist
ance. 

Spain's principal exports are agri
cultural and mineral products, viz., 
olive oi l , oranges, tomatoes, almonds, 
wine, bananas, lemons, pyrites, iron 
ore, mercury, wolfram, lead, zinc 
and cork and her imports are fer t i 
lizers, food-stuffs, cotton, machinery. 
machine tools, automobiles and 
other manufactured goods. Despite 
her ingenious system of mult iple ex
change rates for different export and 
import items and a number of bila
teral agreements wi th European 
countries, the quantum of her im
port and export trade has gone down 
in the post-war period, although 
their value has increased due to 
high prices. Declining agricultural 
production has hampered the deve
lopment of exports and consequent
ly enough foreign exchange has not 
been available to buy sorely need
ed imports of food, raw materials 
and machinery. The value of im
ports declined from a monthly ave
rage of 119 mi l l ion gold pesetas in 
1948, to 116 mi l l ion gold pesetas in 
1949 and 100 mil l ion gold pesettas 
in 1950. The. average monthly 
value of exports amounted to 92 
m i l l i o n gold pesetas i n 1948, 07 m i l 
l ion gold pesetas in 1949 and 99 
m i l l i o n gold pesetas in 1950. W i t h 
no foreign aid and no resources to 
obtain sufficient imports, Spain has 
developed a closed, high-cost eco
nomy- The corruption of officials 
and the inefficient system of distri
but ion have accentuated shortages 
resulting in a mounting spiral of 
prices and reduced standards of 
l iv ing . 

T h e syndicates, which control 
every aspect of industry and agricul
ture, inc luding distribution of raw 
materials and disposal of its pro
duces, are corrupt and inefficient. 
It is known that supplies meant for 

general distr ibution are wi thheld 
from the market cither for sale to 
officials or to the black market. T h e 
official price offered to the farmer 
for his wheat is so low that he has 
no incentive to increase production. 
The bureaucratic practices of the 
syndicates and the shortages of elec
tric power, raw materials and machi
nery have so exasperated business
men that most of them supported 
the recent strikes. 

The fact that the younger mem
bers of the Falange both students 
and trade unionists—organised de
monstrations against the regime 
during the recent disturbances is 
significant, for the Falange is not 
merely a Fascist polit ical party of 
the Government, but also a general 
party of which every worker and 
student is a compulsory member. 
Even in the Army , which has gain
ed more power and privileges from 
Franco than the Falange, discontent 
has penetrated to the ranks, who 
feel the pinch of high l iv ing costs. 
The Catholic Church, another con
sistent supporter of Franco, too. has 
shown awareness of the prevailing 
discontent by inst i tut ing courses for 
priests to give them background 
knowledge of social and economic 
problems. 

The leniency shown by Franco 
towards the strikers and their sym
pathisers indicates his awareness of 
the. seriousness of the prevailing dis
content. Senor Suanzes, the Min is 
ter of industry and Commerce, 
admitted that the economic situation 
was " difficult but by no means des
perate." Government reacted w i t h 
alacrity to the first outbreaks in 
Barcelona by rushing food supplies. 
The strikers were treated w i t h 
leniency and those arrested were re
leased without penalization. Control 
over food prices was reintroduced 
and system of rationing improved. 

The most difficult period of the 
year, i.e., March to June, when 
stocks of wheat are exhausted and 
the new crop is not yet i n , is now 
over and the economic situation 
shows signs of improvement. The 
heavy winter rains promise not only 
a good harvest but also increased 
supply of. industrial power. The 
pact w i th the U S A and the conse
quent flow of US aid may be ex
pected to preserve and strengthen 
Franco's totalitarian regime 

The Spanish authorities have suc
cessfully exploited US sympathy by 
at t r ibut ing the recent agitation to 
the work of communists. The fact 
of the matter is—as indicated al
ready—that the strike was organised 
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by young Falangists, students and 
workers, aided and abetted by dis
gruntled industrialists. 

T h e Spanish conundrum seems 
well-nigh insoluble. On the one 
hand, without foreign aid the 
Spanish economy may well collapse 
and the country may once again be 
plunged into c iv i l war. It has been 
estimated that a m i n i m u m of $1,000 
mil l ion would be required to rehabi
litate the Spanish economy and set 
it on its own feet. On the other 
hand, under present conditions, 
there is the danger that most of this 
aid would go to enrich the vested 
interests and tighten the hold of 
Franco and his army over the peo
ple. Radical reforms are necessary 
to break corruption and the black 
market, but such measures w i l l not 
be adopted, since they would alie
nate the supporters of the regime. 
It is to be hoped that in her obses
sion wi th the communist danger, the 
USA wi l l not overlook the need for 
radical reforms in Spanish admi
nistration if US aid is to reach the 
Spanish people and improve their 
lot. The USA can exploit Franco's 
need for economic aid to persuade 
and cajole h im to bring about some 
reforms at least in his own interests. 
Otherwise,. even foreign aid cannot 
prevent an ultimate upheaval in 
the country through the exaspera
tion of the people. 

Even after al l this is said, there 
is no answer to the moral issues 
involved. Tha t the democratic 
cause should need the alliance of 
its erstwhile enemy. Fascist totalita
rianism, in its struggle against com
munist totalitarianism, makes non
sense of the " values " for the pre
servation of which the Western de
fence alliance has been formed. It 
is not enough to say that America is 
not there to liberate Western 
Europe but to defend i t . 

Ind ian opinion is in fu l l sympa
thy w i t h Bri ta in , France and other 
Western European countries in their 
opposition to such an alliance w i t h 
Spain. Both Ind ia and the UK 
abstained from vot ing on the Gene
ral Assebly resolution last Novem
ber, ending the ostracism to the 
Franco regime. Ind ia has no diplo
matic representation in M a d r i d and 
her interests are confined to a small 
volume of trade, involving imports 
from Spain of cork manufactures, 
saffron, almonds, liquors, tartaric 
acid, turpentine and rosin and ex
ports to Spain of cotton, jute, vege
table oilseeds and spices. In 1950, 
the value of imports from Spain 
amounted to Rs. 24 lakhs and of ex
ports to Spain to Rs. 34 lakhs. 


