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fhs Economic Situation

After the labor unrest of last March and Aprill Portugal’s cconomlc
situstion improved considerably during the sumsr, until other ocountries'
exchange shorteges began to out off the foreign markets of Portugusse trae
ditional exports. Vhile the Portugumse fiscal and mometary situation is _
sound and the country still has considerable dollar assets, its foreign ex-
change is decreasing faster than it can be replenished. ’

Although the ecomonic situation is unlikely to deteriorate in the Ffore-
sseable future to & point where it oould cause the downfall of the regimo,
i1t iz almwady evident that Fortugal must find e merket for its sccumulas ting
surpluges in order to maintein even tho pregent standard of living. ©So
much depends on the ability of Portugal to find foreign merkets for its sur-
pluses in order to pay for essential imports that the solution of. 1ts preser®
eoonomic difficulties lies less in the hands of the Portugusse Govermment
than in those of its trading partuners.

Fully recognizing the meture of the present economic gituation, the
Portugusse Govermment soocepted the invitation to particlpate in the Con-
ference on Eurcpean Boonamic Cooperation, not with the intention of getting
forelgn oredits that it doee not weed but chiofly as & msans of finding
markets for its surpluses. Vihile the govermmeat has publicly acoceptad the
Europsan Recovery Progrsm with enthusiaem,? Salazar hes privately sxpressed
somo doubt as to its full sucosss becauss, he says, the political baais for
effective cooporation among the various countries does not yot exigt.S

Nevertheless the solution to Portugelis soomomic ills is a sucosssful
“RP> The alternative would have to bs severe retrenchment at home until such
time as the situation abroed improved suffioiently to absorb the country‘s
surpluses. The resultant further lowering of the standard of living would
not represent a state of affairs to which %he Portuguese psople ars unascus-
torad, but neither would it bs conducive to political stebility.

The Colonial Question

The present worldwide movement toward the solf-govermont of colonial
peoples, and particulerly the establisghment of the Domimions of Indis and Pakie
stan as indepordont states, have brought to the fore the Portuguwese colonial
problem. As a colonial power Portugal fears for the future of its ompire
in generel and for its poscssgions in India in particular,
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Portugal’s deep concern over the present eolonial movement for self-
govermment has been shown on numerous occesions during the past yuu-.,l
Some of the goneral meesures the govermment has taken with .the aim of pre=-
venting or arresting this movement have been (1) the encouragement of emi-
gration to the colonies,?2 (2) & law to protsct the prospective Portuguese
omigrant againat exploitation,3 (3) loans to the various colonies for public
improvemsnts,¢ (4) conferences with other colonial powers looking toward
improved health conditions,5 and (5) publicity oconcerning the degree of self-
government, democracy, and other benefits the colonies allegedly enjoy
undar Portugusse rule.b : '

Portugel has been partioularly anxious about the fate of Portugus se
India.7 Although Salagar sent Pandit Nehru a message of good wishes on the
occasion of the inauguration of the new Dominion of India and received in
reply a brief message of thanke,8 only the present unsettled situation in
India is postponing a demand for the releass of Portugusse India from
Portuguese rule. At present the Portuguese Government is continuing to
sond troops to Goa, the capital of its Indien possessions, a stsp that anti-
government Goan Youth League ciroles in Bombay have olaimed is directed
against a revival of the movement inside Gos againat Portuguese rule.9 But
that Salasar sses the inevitability of some change is indicated by the fact
that in a speech he made to the National Assenbly on November 24 he showed
a gomevwhat moderated attitude that is the more striking in comparison with
the previously inflexible manner of Portuguese offioials toward Goa. In
reforring to the importance of the Portugueses port of Mormugio to Iniia,
Salazar said that there would be no great difficulty in finding a solution
oompatible with the interests of both Portugal and the Dominion of India.

Hs referred indireotly to the need for alterations in the administretion
of Portuguese India required under the new circumstances, and to the peoplets
aspirations to inorease their responsibilitiesi?

Two events occurred before Salasar's speech which may, respectively,
have influenced the Portuguess attitude towasrd India and be an indication.
of an already changed polioy. One is Franoce's policy in ginnt:lng a osrtain
degrees of autonomy to the French Establishments in India; the other was. the
recall of the unpopular governor general of Portuguese Indie, Dr. Joss Bosaa,
in SeptemberlZ? Dr. Bossa's name had been associated with repressive mousures
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ageingt the Goan Nationalists. The Portuguege press has been allowed to
report on the attitude of the French toward their colonies in India,l a
faot that may mean a gradual preparation of the Portugusse people for a
change of policy on the Portuguese~India question. In short, instead of
remaining adamant in its attitude toward the colonial problem in India,
the Portuguese Govermment now seems likely to follow a nmore oonciliatory
policy in order to try to maintain its poasessions as long as possible
rather than adopt an intransigont attitude that would have no chance of
ultimate success.

The other two colonies that are apt to give the Portuguwese Govermment
cause for anxiety in the future are Maocmo snd Timor. For the present,
however, thore is no dangsr of an immediate secession of either colony,
Conocerning the der?.nd by osrtain Chiness nationalist elements for the return
of Macao to China,” Chiang Kai-shek has recently made the statement that
China doos not wish the return of Maomo snd has ordered the oessation of any
"movement of opinion" advocating the return of that Portugues se co::lony.s As
for Timor, the greatest denger of trouble thers is its proximity to the Indo-
nezlan Republic. This proximity may at some distant date draw that colony
under Indonesian rule, but at the present time there is no movement afoot
that would indicate sn immesdiate danger of Portugal losing Timor.

International Situation

At present, perhaps, Portugal enjoys greater esteem internationally than
at any time since before the downfall of the monarchy. With the exception
of the USSR and its satslliteg, most countries have friendly relations with
Portugal, and the foreign press has carried numerous articles praising the
Portuguese rogime and the country's politiocal stability end relatively favor-
able egonomic situation, X ) ' :

In his sposch before the opening of the National Assembly on November
25, Salazar made a gtatement to the effect that while ho did not place too
much faith in the cure of the world's ills through intsrnational conferences
and the like, he followed the policy of encouraging his government to partici-
pate in them so that it might not bs thought that Portugal was en obatacle
to world msco.  Salazar's statement comms at the end of a year in whioh
Portughl not only has acoceptec all invitations by the liestern world te par-
tloipate in international conferences and organizations but has made serious
efforts to make its contribution a real one., In line with this policy
Portugal did not withdraw its request for admission into the UN despite the
faot that it believed that the USSR would again uge its veto, as it did, to
kmop Portugal out.%
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¥hile Portugal continuss its olose collaboration with its old ally,
Great Rritain, postwar conditions hawe made the US more important to
Portugal's foreign trade. Great Britain, unable to pay for its imports
from Portugal, has sought end reoeived further oredits from the latter.l
The Portuguwses for their part are willing to facilitate oredits to the UX
in order to maintain as much as possible of their previous mariets in thet
country. However, it is the US that is able to furnish Portugal such
essential goods as coal, wheat, nmachinery, and tin plate for the oaming
of sardines.? ' .

Furthermore, with the dwindling of British power, the Portugusse appear
to be looking toward the US as the only world powsr capable of protecting
their colonies and as the most effective barrier against the spread of
Communism from the USSR, In 1947 Portuguess-Amsricmm ties have Yeen con-
solidated through closer cocllaboration in ssveral fislds, inoluding the
continued use of an Asores air base by the US Air Transport Command and
mgotiation of an extension of this privilege.

At the s tine the ideological gulf separating Portugal from the
Communist world eontinued in evidenocs throughout the ywar. At the 2ime
of the Lisbon doockworkers' “slowdown" last April, the Portuguess Govermment
charged that the labor unrest had been instizated by Cammnists. The Ine
ternational Police agsertsd that three different leaders and instigators
were operating in Portugal on orders from the Yugoslev Legation in Lisbon.3
The Portugusse Govermment was so convinoed of the veracity of this charge,
that after the departure in liay of the Yugoslav Charge d'Affaires, who was
acoused of being involved in the "slowdown,” it has refused to grant visas
to any proposed Yugoslav chargé d'affaires.4

- Conolusion

: The most significent fact of 1947 in Portugusse affairs has been the
goverment's abllity to deal effectively with the military opposition
without causing & split in either the armed foroes or the cabinet. This
show of strength enhances the position of Salasar as presidential elections
approach and will give him e freer hand in steering his govermment smid the
political reperoussions that the advent of & mew President may cause.
Portugal enters 1948 with a govermment which, whatever its shortoomings froa
the demooratio point of view, has proved capable of improving the country's .
economic situation during a critiocal time, of direoting its colonial poliocy
along & more enlightensd path, and of managing its international relations
80 as to remain on friendly terms with the great powers most likely to fur-
ther Portuguwese interesta.
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