The
National Intelligence

Daily

Published by the Director of Central Intelligence for Named Principals Only

DATE:

APPROVED FOR RELEASE

OCT 2005

Copy No.

101

i FRIDAY JULY 15, 1977

VOLUME 4, NUMBER 163

|




2 FRIDAY JULY 15,1977

by Kathy Pherson,CIA
é’ ago, | Portugal’s- first freely
elected president, General Antonio
Ramalho Eanes, was sworn into office.
He had been instrumental in sup-
pressing 2 Communist-engineered coup
attempt eight months before, and his in-
auguration was the first step in es-
tablishing a constitutional government
after more than 40 years of rightist dic-
tatorship followed by two years of left-
ist- and radical-inspired turmoil. Since
taking office, Eanes has played a key
role in re-establishing military dis-
cipline and prodding and cajoling a
sometimes reluctant government to deal
with Portugal’'s many problems.
Thanks partly to his efforts, Portugal is
again calm and parliamentary
democracy has begun to put down
roots.|
When Eanes assumed the presidency on
July 14, 1976, it was not at all certain that
the turmoil was over. Military officers,
and especially the leftist idealists among
them who were responsible for the
overthrow of the old regime in 1974, were
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assert his presidential prerogatives more
often with the passage of time.
Muzzling the Military

During his first several months in of-
fice, Eanes confined his efforts largely to
what he knew best—the military. Acting
in his capacity as armed forces chief of
staff, he convinced the soldiers to return
to the barracks and isolated the most
politically active officers on the formerly
powerful Revolutionary Council. The
traditional chain of command was
reinstated, discipline restored to the
ranks, and the forces have been reoriented
from their former preoccupation with the
African colonies toward an interest in
associating with Western Europe.

Few officers are completely pleased by
Eanes' record over the past year. Leftist
officers are unhappy that he has
overshadowed them politically, and con-
servative officers criticize him for not
cracking down hard enough on the leftists.
Neither side appears willing, however, to
take any action without the backing of the
President.

Eanes has proven adept at keeping dis-
sension ble and has been careful

not convinced they wanted to relinquish
their political powers to civilian
politicians. Labor productivity was down,
unemployment and underemployment
were rampant, and inflation was well into
double digits. The demand for more im-
ports had forced the military governments
that followed the 1974 coup to draw down
the foreig surplus painstaking-
ly built up by the Salazar regime.

The Communist Party had a secure
political base in agricultural and urban
labor, and also had militants and sym-

pathlzcrs at key points in the government.
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to cultivate the favor of conservative of-
ficers, who command most of the major
units, to keep them on his side. His efforts

ability to make a start in coping with the
country's problems is due in part to the
sheer exhaustion of the Portuguese peo-
ple. After two years of overheated
political life, the populace was ready to
acquiesce in the rule of the new regime.
Eanes, however, deserves credit as well.

In part because he has no particular
partisan ax to grind and no overriding per-
sonal ambitions, the President is looked
to as the ultimate mediator—above the
bickering of the political parties and able
to talk with both the rightist and leftist
camps within the military.

Eanes is very much his own man. He
solicits advice from all sides, but makes
his own decisions. His short-term goal
appears to be simply to maintain political
stability, to prod the government into
greater action on the economic front, and
to encourage the development of a
broader consensus among noncom-
munists in and out of the legislature.

Eanes' commitment to the principle of
parliamentary democracy appears
genuine, but he also dplays a military
man's impatience with the inefficiencies
of the civilian political process. He has
long held, for example, that the country
would benefit if Prime Minister Soares’
minority government could be broadened
to include one or both of the other non-
communist parties in the legislature, but
he now appears resigned to the fact that
personal and ideological differences make
such a change unlikely.

Eanes has occasionally considered tak-
ing a more direct role in day-to-day
government and has in fact increased his
power in such areas as intelligence and
law enforcement. In general, however, he
has remained behind the scenes.

Eanes appears determined to operate
within the constitution, but the con-
stitution—which still bears the marks of
Communist influence—is vague about the
division of powers between the president,
the cabinet, the parliament, and the armed
forces. Given the lack of a’strong party
government and the fact that the military
has by and large been removed from
politics, it seems likely that Eanes will

paid off last spring, when he appointed a
close friend, whom the conservatives con-
sidered left-leaning, to be his deputy on
the general staff. Conservatives threat-
ened resignations and worse, but even-
tually aceepted the appointment.
Repairing the Economy
The survival of the Socialist minority
government for the past year is probably
due less to its accomplishments than to
divisions among the opposition parties
and their unwillingness to challenge a
government that enjoys the President’s
backing. The Socialists hav: made

government has only begun to tackle the
tricky question of worker discipline. Its
task in this area is complicated by the
Socialists' need to compete with the Com-
munists in the labor field. Nor has much
of a start been made in stimulating new
investment.

The balance-of- puymcnls problem is of
more immediate concern.

y Tow, dropping $30 million
during the first few days of this month to
$60.9 million on July 5. The government
is consndermg a number of alternative

luding a second devaluation

progress in limiting C infl

in labor and agriculture, but they have
often temporized on important economic
problems.

The Socialists were reluctant to move
decisively on the economy before the local
elections last December, but this year they
have been prodded into taking a series of
measures to encourage investment and
production and to discourage consump-
tion and imports. The country has begun
to show signs of economic life—tourists
are returning in large numbers, emigrant
remittances have picked up, and the con-
struction industry is again active.

Most of the hard problems remain,
however. Productivity is still low, and the

seneral Eanes with supporters after his election

to the presidency in July, 1976

and additional austerity measures, but
probably will not make any new moves
until the legislative session ends on July
23.

A tough new austerity package would
probably increase the unemployment rate
beyond the current 15 percent, while an
escudo devaluation would push up import
prices, aggravating inflation, which is now
about 30 percent.

Party Maneuvering

Increasing economic pressures are for-
cing the Socialists, who control 40 percent
of the legislature, to lobby more actively
for the cooperation of other parties. The
Socialists usually have obtained the
necessary votes by tailoring bills to over-
come the objections of one or more of the
opposition parties—the centrist Social
Democrats, the conservative Center
Democrats, and the Communists. Each of
these three parties would like to coax the
Socialists into letting it join the govern-
ment, but none is likely to succeed as long
as the Socialists can play one off against
the other..

T nd _Center _

Democrats which together, comrol slight-
ly more seats than the Socialists, agreed
last month to work together against the
government. Their aim was to convince
Eanes to form a three-party coalition
government or at least to force the
Socialists into consulting them regularly
on policy matters. Their opposition front
quickly crumbled, however, when they
realized that neither party could avoid
voting for most of the generally conser-
vative economic legislation that the
Socialists had presented to the assembly.

The Social Democrats in recent days

(See Portugal. . .Page 3)
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have backed even further away from the
Center Democrats, largely because the
party's rank and file have more in com-

b mon with the Socialists than with the
Center Democrats and do not want to be
involved in what might be seen as
an anti-government  alliance.  Social
Democratic leader Sa Carneiro now por-
trays his party's relationship with the
Center Democrats as no more than one of
mutual consultation in parliament.

The C ists are not i d in
bringing down the Socialist government
at this time because they are not strong
enough to take advantage of a Socialist
downfall and would fare poorly under a
more conservative replacement. They are,
however, waging a verbal campaign
against the Socialist legislative program,
much of which is specifically designed to
curtail Communist influence in labor and
agriculture.

- The Socialists will probably solicit
Social Democratic or Center Democratic
backing for these measures. If they run
into trouble, the Communists would
welcome the opportunity to support cer-
tain bills if they were modified.

Barring a compromise, particularly on
agrarian reform legislation, the Com-

munist may try to get their way by fomen-
ting protests against worsening economic
conditions. Communist-sponsored labor
demonstrations three weeks ago drew an
estimated 100,000 people, proving the
Communists can still bring the crowds
into the streets.

All three opposition parties last week
combined forces to defeat two minor bills
in the legislature, a forceful reminder to
Soares of his government's vulnerability.
None of the parties, however, wants a
general election soon. A recent poll con-
ducted in five mdjor cities suggested that
the Socialists would still obtain a plurality
despite a slight drop in their popularity.
Soares was still the most popular con-
tender for prime minister, although most
respondents were unhappy with the per-
formance of his present government.

With the summer legislative break ap-
proaching, the Socialists’ survival until
fall is virtually assured. At that time, the
oppostion parties are likely to resume
their pressure on Eanes for some changes.
If the President should decide that a
broadened government is needed. he
probably could get the Socialists to ac-
quiesce. He seems unlikely to find suf-
ficient cause to intervene, however, unless

o’ he is confronted with a serious deteriora-
tion in the economy.
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