Spam to press OAU

~on Canaries issue

BY OUR OWN CORRESPONDENT

THE SPANISH Government is
preparing ~a diplomatic. and
political effensive to head off the
possible -adoption by . heads -of
state . of the Organisation uf
African Unity (OAU): of a draft
resolttion< backing the" €anary
[slands independence movement.

Last month, OAU Foreign
Ministers- meeting - in - Tripoli
ratified a recommendatiod by the
liberation committee that finan-
cial and 'material dssistance
should be given to the Canaries
independence smovement,
'‘MPAIAC. which is/ waging a
;terrorist campaign.! The OAU
‘heads of state are’ expected to
consider . this - regblution when
?thev meet in Khartoum in July.

The . OAU’s 'claim regardmg
‘the ~*“African nature” -of the
Canary Islands+¢has enraged the
:Spanish | Government ‘and all
ipolitical partiés, and was con-
demned- in the Cortes last week.

Sr. Adolfo’ Suarez, the Prime
Minister, siw Sr. Felipe Gon-
zales, the “Socialist leader, yes-
terday -as part of a series of
contacts .aimed at - forming an
inter-party delegation to visit
African countries between now
'and July to explain Spain’s posi-
tion. The. political parties appear
to be well united behind the
Government on this issue des-
pite having different relations
with African countries.

Sr. Gonzales visited Algiers re-

cently to try to pelsuade the .

Government there to/ curb 1ts
support for the MPAIAC.  The
Algerians have now stopped Sr.
Antonio Cubillo, "the MPAIAC
leader. from continuing  his
broadcasts from Algiers beamed
at the Canary Islands. However,
Spanish officials feel that Algeria
only did this knowing that it
would " not affect its long-term
designs on "the Canaries. =~ Sr.
Cubillo “had been broadeasting.

urging

“MADRID, March 2.

from Algiers for 13 years.

The Spanish Government is
the ~ ambassadors in
Madrid of the 47 countries which
voted.in favour of the OAU reso-
lutlon to v1szt the Canaues to
acquaint  themselves -with- “the
reality of the situation.in the
istands.  Spanish .officials still
remember the visit of one 0AU
leader, who went to the Canaries

and was surprised not to find.

any negroes there. * The islands
have been under the flag of Spain
for 500 vears. The indigenous
population, the Guanches, have
long since disappeared.

The storm over the OAU’s
attitude to Canary Islands has

-led the Spanish Government to

begin questioning its foreign
policy towards Afriean countries,
in particular Algeria, which is
leading the movement over the
Canaries. Among the considera-
tions are whether Spain should
sever diplon atic velations with
Algeria if the situation worsens.

However, for this to occur the
situation would have to become
very serious as Algeria is quite
an  important customer for
Spanish  goods—the  second-
largest in-Africa—and also sup-
plies natural gas to Spain. But
the wfact that it is being men-
tioned in official circles empha-

sises the seriousness with which|

Spain regards the problem.

Another issue which may be
affected is Spain’s good relations
with the Arab world. Madrid
was surprised that some Arab
countries, such as Egypt, which
is a member of the OAU, vated
for the resolution. " Spain does
not have diplomatic relations
with Israel, but their establish-
ment may be brought nearer if
those Arab members of the OAU
persist in - supporting the
resolution.

Suarez defeat in Cortes

BY OUR OWN CORRESPONDENT

THE SPANISH Government has
lost its first parliamentary debate
since Jast June’s general -elec-
tions. Socialists, Communists and
the Right-wing Popular Alliance
joined forces late last night. to
reject the explanation given hy
St. Fernando ' Abril Martovetl,
the Vice-Premier for Political
Matters and the new Economics
Minister, about the reasons for
the formation of the new Govern-
meént, the second since the elec-
tions,

As a result the Government
will have to explain itself better
at the first plenary session of
Parliament in April.

The Government changes in
the Ministries of Industry, Work,
Transport and Agriculture, were

' MADRID, March 2.

provoked hy the resignation last
week of Professor Enrique
Fuentes Quintana, the Vice-
Premier for Economic Matters.
The Left see it as a move to the
Right.

Sr. Abril said nothing ahout
why it was necessary to change
four Ministers. but insisted that
the Government’s economic
policy would remain the same.

@® The Bank of Spain and most
private banks have officially
formed their special body to take
over and administer banks which
find themselves in difficulties.

The Corporacion Bancaria has
Ptas.500m. (36m.) capital, sub-
scribed 50 per cent. by the
Central Bank and the remainder
by the other banks.
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Biipartffi's:in policy

on Canaries .

o

[ ] L * .
fails in Madrid -
Madrid, March 2 S

Government efforts to enlist
opposition _support fordits.
African policy and 1o J&dse |
foreign political pressure off the !
Canary Islands have failed.

Sounding  out - opposition
reaction to a plan to send
multi-party missions to African

capitals in an effort to scften ;

a decision by the Organization
for African Unity, to back a
Canary Islands independesice
movement, Senor Sudrez, the
Prime Minister, conferred today
with Senor Felipe Gonzalez, the
leader of the Socialist Workers®
Party.

~ Senor Gonzilez is reported to
have refused to take part in the
plan. The basic point of dis-
agreement, it is believed, is the

Carnations at actors’

. [ ) ® 7
- trial in Bargelona
: From Our Correspondent i - The : four
* Madrid, March 6 i

actors, - who
allegedly “insulted the military
establishment while performing’
the play EI Torno in a Barce-
_lona theatre last December,
face on conviction possible
imprisonment for up to three

s

A -

It was standing room orﬂ?
today in the Barcelona court-
room where four members of
the El Joglars mime troupe
were facing court-martial on

2 years.
charges of “iasults to the “ 4 .
armed forces . 5 They were arrested and

4 A . ¢harged . under . legislation
b ’Fhef"}a} of two other mem: - passed under GeneralgFranco
bers gdtll;ascol;nergny, who ,lgaéve which allows the military to
ped, postpgned.  hold and try civilians for mili-
About 500 people ‘Eathered tary offences. Sefor Suérez, the
outside the barracks&j@xwh‘\ére the Prime Minister, has made no
trial was held. Several of them overt effort to intervene in the
tossed bunches of red carna- case.
tions over the wall before riot The verdict "and sentences
police dispersed the crowd. A are not expected to be
group of right-wing demon- announced until they have been

-, strators tried to force their way reviewed by higher military

inside the barracks and were authorities.
chased away by military police.  The trial had been originally .

question of the former colony
of Spanish Sahara. = . '

O

Defence counsel presented set for last Tuesday. It  was
arguments for the declaration postponed because the prinicpal
of . a mistrial. The military defendant, Senor Albert

prosecutor called for the equip- Boadella,

escaped - the day

ment which the actors had used before. He and his colleague,
on stage to be shown as evi- Sefior Ferran René are réported

dence.

~ Spanishpactors jailed for insult

began in December when a demonstrators, as well as other

From Harry Debelius
Siadrid, March 7

A military court )
faith of some Spapiard;
their fledgling
today _by sentencing four
actors in . Barcelona to two
years’ imprisonment for
sulting the @rmed forces™ in a
pantomime. (The performance
had been 'approved by the
Ministry of Culture.
The/sentences on three men
and 'a woman must be
approved='by higher military
authority. It was }rr}posea_d
under’ legislation remaining 1in
force from the Franco era
which allows the armed forces
to try civilians for military
offences. .

The Government of Sefior
Suarez has made no overt
attempt to intervene. The case

to be in Paris. :

general ordered the closing of disturbances in Barcelona, in !
the Barcelona theatre where which several people were in-
he troupe of Els Joglars had jured.

given just 12 performances of  Jn Madrid, the police today
the play La Torna Sefor gifted about sixty people,

Albert Boadella, the actor-*mbstly comnected with the }

director of the troupe, and five- rheatre, from a cultural centre
other actors were arressedy ™ where they had been staging a
Seiior Boadella and,&Ye of sitin in support of the Barce-
hiis colleagues escaped ‘and fled lona actors. Several people were
to France, where they are veported to be in custody.
expected " to be granted polit- The play La Torna was
ical asylum. based upon the courtr martial
Seftora Marta Mats, a socia- and execution of a Polish mur-
list deputy, has presented a derer in Tarragona in 1974
question in the Cortes, calling The military prosecutor said:
nn the Government to explain “In the script the military tri-
“yarious actions opposed to bunal is portrayed as acting
the right of free speech”, out of opportunistic and polit-
especially in regard to the Bar- ical motives, to the extent that
celona court martial. it does not hesitate to con-
The two-day trial resulted in demn a man to death.”

clashes between the police .and

Franco lampooned, page 7 |.

.




g0 on trial
amid protests
By Qur Own Correspondent

| MADRID, March 6.
|THE COURTS martial of Ffour
{Catalan actors charged with
{offending the armed forces in a
/show based on the execution In
'1974 of a Pole and an anarchist,
|began in Barcelona to-day. The
trial has aroused fierce protests
from the Left and from the cul-
| tural world and is the frst of its
kind since the death of General
|Franc'o'. - - :
The trial was suspended- last I
week after the director -of the
“Rls Joglars"”  troupe, Sr.
Alberto Boadellda, "and another
actor, Sr. Ferran Rane, failed to
|appear before the court. They
are both now in-exile in France. i

'r'
|

BY OUR OWN

l Catalan actors

| sary,

(THE BANK OF SPAIN was amon
given powers under a new law the a
jto-day to take over the adminis- 1aW means that the central bank
‘tration of private banks and .
}liquidate their assets if neces-

! The decree law,
! the urgent legislation committee porari
of the Cortes (parliament) last mit ir
| night, is in line with the Govern- tax for example.
iment’s declared aim of giving the 1
i central bank greater autonomy.
| The Bank of Spain took over
,the small commercial Banco de inspection.
| Navarra in January and since suspend the
'then a * hospital bank ” has been hank under r
iformed, 50 per cent. subscribed then thev
.+ by the central bank and the rest become the

CORRESPOMDENT

no longer hajz

to intervene,

New powers for Bank of szi_in

MADRID, March 7.

2 other banks, to come to
id of ailing banks. The new

to seek the

authority of the Finanpe Ministry

The law also authorises. the

approved by central

to look -after the

of this happening
bank would nominate delegates

banks to suspend tem-
ly those banks which com-
regularities, in matters of

In_the event
the central

bank under

If they decided to
operations of the.
eview permanently |
would automatically/
liguidators, 5 O

“‘The prosecution -asked for
prison sentences of three years
‘each for the four actors, who
'have been on hunger strike in
Barcelona’s Modelo prison.

“A new: law cam
Friddy which did -away s
sorship in the théatfe. Previously
all scripts had to be submitted
for vetting by censors. - Now
material must still be submitted,
but only with a view to grading
it as in _the cinema.. :

' .However, there is-still a catch,
for . the. military- code . of the
Franco  dictatorship.ireinains: in
force and this can override ecivil

law.= » e

N/

BY OUR OWN CORRESPONDENT

of the Democtatic Centre party
(UDC) had broken its promise
that it would reach a consensus
on‘certain issues.

The. specific reason for his
withdrawal was the UDC’s
attempts to substitute the exist-
ing text on autonomy with one
toning down the powers of
autonomous regions and delay-
ing the granting of home rule to
those regions requesting it for
five vears after the constitution’s
approval. The Basque country

SPAIN'S uncertain political time-
table has been thrown into confu-
ssion after last night's withdrawal
«of the Socialists from the coms
tee responsible for drafting. the
new democratic constitution. <It.
‘was the clearest breach yet“be-
‘tween the main- opposition party
and the Government.

- The Socialist representative in
the committee, ~Se. Gregorio
-Peces Barba, withdrew after
protesting that the puling Unicn

Municipal polls delay

THE SPANISIH Left is preparing
fo launch an offensive in the
'Cortes (Parliament) and most
probably in the streets against

decision is made quickly.

Sr. Adolfo Suarez, the
Minister, promised last June,
after his Union of the Demo-

Prime

and Catalonia already have a
degree of autonomy. :

The withdrawal throws into
doubt whether the constitutional
comimittee will finish its work.
It is reportedly near the end of
discussing the draft which will
then go to the Cortes (Parlia-
ment). Upon the approval of the
new constitution hinges the dates
for fresh general and municipal
elections.

The Committee, which is made
up of all parties, issued a state-
ment urging the Socialists to

angers

MADRID, March 8.

reported!y reveal that the party’s
popularity is - declining. The
Government is hanking on an

left

Spanish Socialists quit constitution talks

MADRID, March 8.

show a sense of responsibility
and to finish their work, so ful-
filling their mandate.

There
Socialists

have  deliberately

sought an excuse to sever their’|

deteriorating relations with . the
Government in order to re-

inforce their image as the alter-|

native future Government, and
that the real reason for quitting
the committee was the Govern-
ment’s attempts to delay muni-
cipal elections for as long as
possible. 3 ) :

Resignation
explained
'MADRID, March 8.

SPAIN'S FORMER Vice-Premier
for ~Economic ' Affairs, Prof.
Enrique Fuentes  Quintana,

is a feeling that the|

‘the Government's attempts to
‘delay municipal elections as
‘long as possible.

" The continued Government

'silence over this important issue
‘—municipal elections were last
held 42 vears ago when the Left
‘won an overwhelming victory—
‘has led the Socialists to warn
‘that ‘they will hold demonstra-
tions- and meetings unless a

cratic Centre party won Spain's
first general elections in 41
vears, that municipal elections
would be held by the end of the
vear. There is still no sign of a
date.

The Government's reluctance
to give a wccific date reflects its
concern that the Left will do. well
and the Centre badly. Opinion
polls carried out by the gentre

upward turn’ in the economy by to-day said he resigned his post
%E:e:mumn to restore its for- because he lacked the political
. o) i i i i

Town halls are still full of gfég?;ﬁ:l{;nzarm Sup il Seonoaie

people appointed during the ToLT

Franco dictatorship, although  Explaining for the

some councils have resigned Wo wee

since the general election.and a 280, he told the monarchist daily

few are being run by committees ABC that co-ordination between ||

made up on a proportional basis various Government depari_:ments
according to the strengths of the Was necessary o cairy out the
parties in areas. M programme. - _ gt

first time |
his decision to resign two weeks |

r




WEST EUROPE

Iberian peninsula bedevilled by anomalies of transition to demoeracy

Franco era the target of lampoons in Spain

From William Chislett
Madrid, March A% :
Records of General Franco’s
last message: are being sold
here along ‘with cassettes of
speeches .~ by Communist
leaders; in Portugal copies of
Mein Kampf lie next to porno-
graphic magazines. The anoina-
lies of the transitions in the
Iberian peninsula fromgdictator-
ship to democracy areglaring.

were removed immedfately
every kind of left-wing
ture flourished, with™ posters
and jingles praised revolution-
ary heroes.

In Spain the boom really
started only last June, about
the time of the first free
general election in 41 years.

Spain now has a flourishing
magazine and newspaver indus-
try. There are now 10 daily
newspapers in Madrid, four of
them started since General
Franco’s death in November,
1975, and eight in Lisbon—
there were 12 at the height of

I
RIS

post-coup fervour but four have
ceased publication.

“We had the same experi-
ence as Spain, but the Portu-
guese are now bored and every-
thing has died down”; Senhor
Alfredo Duarte Costa, the for-
mer head of Anop, the official
Portuguese news agencv, told
me. In Spain the novelty has
not yet worn off.

In Madrid you
General  Franco’s
speeches, bonks

can buy
recorded
about him,

1974, the| barriers medallions and a set of colour-

ful wall tiles bearing his last
testament to his people: “ Do
not forgec that the enemies of
Spain and of Christian civili-
sation are alert. Be on your
guard, and against them lay
down your lives. . .\"™

In February the publishers
Sedmay started a weeklv series
called The Historv of Franco-
ism which followed a series
by one of 8pain’s leading
cartoonists, “Forges™, called
The Last 40 wvears in which
he depicted the Franco era
hilariously. Both are selling
well.

Under the dictator, cartoon-
ists dared mnot lampoon . poli-
ticians without running the risk
of appearing before. a court.
Now not even King Juan Carlos
escapes the pens of cartoonists,
and satirical magazines like La
Cordoniz make even Private
Lye look a little tame.

The mest incisive cartoonist
is Peridis of El Pais. His daily
cartéons were recentlv assem-
bled in a best-selling book with
commentaries by some of the
people he depicts including
Senor Sudrez, the Prime Min-
ister, who praises him to the
skies, The book, for the inid-
ated, is the best record of the
transition period and Peridis
has the kind of followinz en-
joyed by the Peanuts strip.

Senor Sudrez’s nose seems to
get longer every day and the
column upon which he sits
higher or lower depending upon
his standing with the opposition.
Senor Santiago Carrillo, the
Communist leader has emerged
from his sewer and cast off
his pointed ears, tail and pitch-
fork to pursue other politicians

(the Franco regime sustained
the myth of Communists as
monsters).

Politicians were grey figurc
in the dictatorship. Now the
are vibrant and in thie public
eye. When Seiior Carrillo was
asked last June what would
happen if the right-wing Popu-
lar Ailiance woun the elections,
he replied: “I would have to
return to the sewer of Peridis.”

It is a surreal situation. Most
of Franco’s press laws still
exist, but are rarely applied.
The boundary is not clear.

The first issue of a blatantly
republican forinightly magazine, |
Accién Republicana, appeared |
in February without problems,
while in the same week magi- |
strates ordered the imprison-
ment, pending trial, of five
journalists of Saida, an extreme
left magazine. press law
passed last April outlaws attacks
on the monarchy.

Political cabaret is becoming
a hit, but it is eclipsed by
risqué shows in nightclubs
where verv little is left to the
imagination.
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Sudrez,

| Madrid move to
force early
local elections

From Our Correspondent
Madrid, March 8 "
The Spanish SociggijWOr—
v has withdra@wn
parliamentary. s committee
studying the dra#ft.constitution,
= o & t‘oninduce thti
vernmentseto™ call municipal
%ut delay. pe
l(1.“.een»r.ne :
t par 0
the Pr-i-rn{e Minister,
hinted recently that it would
put off municipal
until after a constitution had
been approved.

Opinion polls suggest that the
left would do well in early !
elections. The Centrists believe |
that they will gain more votes
if they are able to claim credit
for a mew constitution,

from

Democratic
Senor

elections
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Elect'lon date

~dispute in |

Spain settle

From:HarryDebelius = @
Madrid, March 10 %

""The parhamentar t@iover
the . diate -of . Spain’kepmunicipal

electlons began t& W, ~ over
‘here today after a'y oyérnment
not later

promise to hold the
than -one --mon
approva'l 6
“The -dispiite " led
parhamentary opposition, - the
Spanish Socialist : Workers®
Party” (PSOE) to withdraw its’

from - the/

‘multi-party.’ ‘agreement on  a
- draft: -of: the ‘constltutlon which

liamentary committee.’ ‘
. 'However, the Socialist 1eader

Senor -Felipe - Gonzalez.. - sald..

i"again support the agreement;

provided the  Centre Democratic,
“Union (UCD) of“Sefior “Sudrez, :
-the Prime "anster was willing

‘t8*“madke concessions on home

“rule,  freedom  of WOI‘Sihl and -
educatlon. g i
The ‘PSOE is anxmus to take
advantage of. the ‘present politi- |
,€al climare.: in’? which public .
()plnlOn polls predlct a v1ct0ry
for “the: : -
In Barcelona “an_dctors’ st
in contmued ‘foday * at  ‘thej
National * ‘Theatre ' Institute <in
‘protest against ‘the. sentencing
of four-
years’ imprisonment each by a:
.military. courtsfor “insulting
“the arméd forces”.

.support . "last Tuesday for a |’

foday- ‘that -his .party. would once: '

vilian sactors to three |-

p areas, Galicia ‘has . tradirig,

Spaln Gwes
autono»my
to more of .
its regions

From Harry Debelius . H
Madrid, March 12~ -~ !
The .Spanish .. Govemment i
approved . prmnslonal .autonomy |
for four more regions at .the |
- weekend, bringing the total to i
|

1

|

six. Th.e latest to.-be granted
what is offmally termed pre-
autonomy », pending ' constitu-
tional recogmmon, are the f-

gon and Gahc1a . v
Their. peaple will have reglo-
nal . governments .. similar . to

Canarles, which are subgec

led from ‘abro:ad, wil :
the 'islands” serious ek nic .-
and political problems, but/it is

trative . chanfiels” . which  will *
make Madrid more sensmve, to..
their needs. %
According the J\/Iadrld !
newspaper . “El Pals thtre . was - | .
little popular enthusiasm’ in the Vi

‘région for.automomy.. b

In 'Galicia  the move also i
broubht little celebration. 'One . °
of . Spain’s . underdevelgpe

1ally
been a fount of emlgra‘ on, It
has“its .own language, cles

ugluese than to Cas

Canary islands, Valencxa Ara- . -

thosé of the. Catdlans ;and e
Basques. ... L
“ "The ", new statute ‘forﬂﬁ’he L

expected to open up .adminis. .




Loss of fishing could spread poverty |

African claim to Canaries
comes at difficult moment

From William Chislett
Madrid,’ March 14

Canary islanders <are living
in the shadow of several vol-
canos, Apart from their own oa
the islands: of Tenerife and
Lanzarote, which have behaved
themselves for some ' time,
there are potennally more
destructive ones.- A motion to
be“debated by the Organization
of - African Unity (OAU) in
Khartum in July, claiming the
islands as part of. Africa, is
oneé, - The .islands’
social pr oblems form another.

Both: “the *. Spanish - Govern-
nment. and  the  opposition
parties have . :rejected the
OAU’s claim regarding  the
“ African  nature” = of -
islands, -but action  is so far
confined to words.

The claim . could - not have
come at a worse time for the
Government, for the islands’
economic problems are . far
more severe than in the rest of
Spain, except for Andalucia. -

With an . unemployment rate
estimated at -12 per cent, .a
population - - growth _rate = of
about 2.5 per cent and a per
capxta income 20 per cent less
than ‘ini‘the rest of Spain, the
Canary- Islands' ave: the most
vulnerable part of Spain.

Between 1960 and 1975 it is
estimated ' “that_ _more : than
180,000, islanders sought work
abroad mainly  in South
Amerxm

With the departure in Feb-
ruary, 1976, of the last Spanish
colonial  officials from the
Sahara, the Canary Islands
ceased to be a bridge between
maintand - Spain ~ and  the
country’s gverseas territories.

The handing over
former  Spanish . Sahara to
Morocco and Mauritania has
led:to a guerrilla war between
the Algerian-backed Polisario,
seeking independence for the
territory, "and Moroccan and
Mauritanian troops. The con-
flict - has = aggravated
island’s  problems, swelling
their population and weaken-
ing the fishing industry, one of
the main sources of income for
the islanders.

mountmg

the.

of ‘the
Spanish
suaded it to curtail support for |

the

The
recently

Cortes = (Parliament)
-ratified --a - contro-

versial fishing agreement  with [
Morocco which amounts to.a §
de facto acceptance. of Moxoc- |

can control of the waters form-
erly belonging to the Spanish
Sahara ~ where the
used to fish. Spain obtained
certain fishing -guarantees but,
in - the long-term,
ment could deal a:fatal blow to
the islands’ fishing industry. =

There is a great shortage of |

water on the islands ‘and the
soil is consequently very arid.
Many islanders. “have =~ found
that they cannot support them-

selves. in /the countryside and } .

so have moved to the towns.

These problems. have .to be | '
increasingly t -
active terrorist campaign being }

sets against an
the independence
MPAIAC, which
wants. to establish a “ socialist,
African  republic, = politic®ly
and socially independent, and
forming part of the OAU and
the United Nations .
The latest victim ~was

waged : by
movement,

islanders §

the  agree- i -

policeman who died last Wed~=

nesday from wounds received

when -he tried to defuse a

" bomb planted by the MPATAC. -

The MPAIAC is led by Sefior |

military information services.

In 1962

for illegal
since 1964 he has been broad.

,Antonio Cubillo, a former law-
.yer,. who is_reported. to have '
< once worked for the' Spanish

he went into exile:
after the police detained him
propaganda, and '’

casting his propaganda: from;

Algiers.

The Algerian Government
agreed to stop -his broadcasts
earlier 'this -year after the
Socialist ‘Party per-

Sefior Cubillo. -

Sefior Suarez, the Spanish
Prime Minister, has just four
monmths in’ which to try to get
the OAU countries to change
their minds on the Canaries. If
the resolution is accepted -in

July then Sefor Cubille will |

present his case for Canaries
independence to the United
Nations.




i after the dismantling of
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Confusion surrounds

Spain’s trade

union elections A

Spaniards have been voting
for the last six weeks in their

first free trade union elections

since the civil war and it looks
as if they will go on voting
until the summer in a very
drawn out campaign.

While a dangerous industrial
vacuum is at last being filled
Gen-

" eral Franco’s fascist labour org-

aIllZ‘atl(}l'l-, the panorama remains

“-highly confusing.

The centre government’s ruse
of minimizing the importance of
the elections by leaving the run-
ning of them to the unions
themselves—mainly the socialist
General Union of  Workers
(UGT) and the Communist Wor-
kers Commissions (CCO0)—is
paying off to some extent. The
left has won its inevitable vic-
tory, but it is a victory which
needs qualifying. The govern-
ment’s tactics have shown the
limited nature of industrial de-
mocracy in post-Franco Spain.

Last December the Govern-
ment said elections would be
held in those firms where they
were necessary. The fledgling
UGT and CCOO protested and
decided to call elections évery-
where between January 16 and
February 6. But‘when the cam-
paign was over. mostuworkers
had not voted and so elections
are continuing spasmodically.

The dxrferent:e in the results
being given out by the respec-
tive unions and the labour
minigtry is mind-boggling. For
example on February 20 the
UGT .claimed that the CCOO
had obtained 2,394 delegates in

|\ Madrid, The ministfy ‘said the

CCOO had 6,406 delegates and
the CCOO uself virtually agreed
with this figure: : :

[¥]

There are accusations

falsifying returns angd lack  of.

official control in the counting.
At least one firm in Barcelona
is reported to have sent in the

same result four times. There
| has been some bitter rivalry

between the two main unions
whose  campaigns resemble
those of a general election!

It is thought thar about 35
per cent of workers have voted.
Civil servants, where the law is
still not clear, have still to vote
and agricultural workers have
been left to  one side.
Employers, which emeans any-
one from a swest shop owner
to a factory boss, are also not
included and neither are those
in places where less than six
people work, estimated to be
some two million workers.

“bureaucrats
- ministries.

During the dlctatmsh}p -the
syndical organization brought
together employers, 29 mdustry-
wide  syndicates  and  -the
Government’s  Ministry ' of
Syndicates under one umbrella.
Subscriptions for the syndicates
were automatically taken out of
workers pay packets, strikes
banned and leaders of under-
ground trade unions imprisoned,

One-third of the seats in the
Cortes (Parliament) were made
up of state appointed syndical,
leaders. The syndical organiza--
tion had its own newspaper; at

least 60 weeklies, 27 radio
stations, and 30,000 bu'rm
crats.

The Franco system, focmed
in 1940 on the pattern” of
Mussolini’s ‘corporate’ system,
‘was abolished last year and the
moved to other
Workers now* pay
quotas to. the union of their
choice ¢, 100" pesetas a month
for UGT iand CCOO. S

The CCOO managed to pene-
trate the base of the Franco
syStem around 1966 and built’
up an impressive reputatlo.n',.
Their leader, Senor Marcelmo
Camacho, spent 12 years. in
prison and is now a Communist -
MP for Madrid.. The CCoo
likes to insist that it is not a
“ Communist > trade union..

The UGT, Spain’s oldest trade
union founded in 1888 is the
trade union wing of the Spanish
worker’s Socialist Party, the
main opposition party with 118
MPs compared to the Commun:
ists’ 20. It is richer than the
CCOO and reportedly spent.a
vast sum on the elections with
loans from the United States
and West German

The UGT rejects the CCOO 3
overtures for a single united
trade union, seeing in this an
attempt by the Communists o
gain control of the labour move-
ment.

The ruling Democratic Ce.ntr:a
Union Party has no trade union
of its owm, nothing like" the
Italian CISL, and in the elec-
tlans supports the “independ-
ent” unions, which have dom..
quite well.

The UGT reluctantly, and the
CCOO more willingly, are sup-
porting the Moncloa Pact
between the Government -and.
political parties which estab-
lishes a 22 per cent wage
ceiling this year in return for
anti-inflationary -measures and
an improved social programme.

Wiliiam Chislett




fany of the problems which
e the Spanish economy are
i much structural as they
‘e the result of the genecral
sonomic sitnation, The eco-
omic base which was con-
ructed during the Franco
ictatorship, when Spamn
1wt from a predominantly
sricultural  society o -a
iainly industrial one, has
ecome obsolete; and many
f the institutions created
‘e incompatible with the
merging democracy.

Just as the country’s poli-
cal institutions—the demo-
ratic Cortes (Parliament),
olitical parties, rrade unions
~are finding their feet in
1is transition period, so too
re the main financial insti-
ations. But whereas political
aspitutions Jay dormant for
0 years unti] they were re-
ived under the nronarchy of
Gng Juan Carlos, the finan-
ial. structure was well in-
rained in the country by
he time the old Generalis-
imo died and is mow in
wany aspects a lossil in a
ew age.

The political structure of
he regime—the state-run
rade unions: the National
lovement, the one legal
wlitical  organization;  the
olitical police—is being dis-
aantled  with  remarkable
ase. Rigor mcrtis had set
ato  the political system
ome time bhefore General
ranco  actually died, but
he economic  system, a
pixed economy with over-
ones of national socialism,
asically remains.

The base that wuas created
mder  General Anco—a
pixture of paternalism, a
iigh degree of protectionism
o the home indusiries, the
lominant role of the major
vanks, the open-arms treat-
nent for foreign investors
~helped to bring Spain in
he larter two decades of the
lictatorship 1o a level not
ar below that of the rest
M West Lurope, Mo one
lenies that there has been
0 economic miracle in the
rast 20 vears .in Spain. The
Ay glrew - ar ai average
nnual rate of 7.3 per cent
n real terms between 1961
nd 1973 ; the per capita in-
ome shot from $594 in 1965
o $2,865 in 1975; the cars
n use went from 10 per
Q00 in 1960 o 125 per
,000 in 1975,

The years 1962, whengthe
tabilizavion plan (after a
eriod  of  autarchy )™ Was S
ull swing, to 1974, when

- - 4
ipain was sorely@hitthy the

ise in oil gpriees, seem like
golden 4ge compared with
he presentstroubled times,
Ithough workers bore the
runt of thelchange as they
tll do. Tconomic growth
vas spectacular, but it should
e seen in the proper con-
ext of a grossly under-
leveloped  country  being
dven the chance to develop,
vhich would have happened
nyway, and was not rhe re-
ult of a miracle worked by
he regime, It was the pro-
luct of various factors.

Only 20 per cent
work
on the land

industry, giving the banks a
powerful, many say foo-
poweiul, position in the econ-
omy, especially the Big Seven
as  they are collogquially
known : Banco Central, Ban-
esto, Hispano Americano,
Bilbao, Santander, Vizcaya
and Popular.

Their all-powerful role in
granting credit is now being

guestioned, mainly by tlre
left. Central is involved in
Cﬂ]TSi'[‘th[i()ll among many

other matters ; Bilbao in sid-
erurgy and Hispano Ameri-
cano i shipbuilding.

During  the dictatovship
banks invested vast sums of
money and tkey prospered
easily. The relationship be-
tween banlc directors and the
political establishment was a
cosy one, :

Another important finan-
cial base is Toreign invest-
ment and foreign loans,
mainly from the Unired
States and the IMF. The for-
eign debt stands at $14,000m
not counting the loan granted
in February of $300m {from
the IMF. TForeign banks in
the main were not allowed
to operate but investors were
greatly encouraged. The Gov-
ernment is clfanging this pol-
icy and foreign banks will
shortly be allowed to oper-
ate.

Spain cannot exist on its
own resources and its im-
ports bill has heen steadily
rising over the years to a
total last yvear of $16,500m
with exports of $9,450m.
Tourism and remittances
from emigrants have tradi-
tionally helped to offset the
trade deficit. In 1977 tour-
ism contributed $3,800m to
the balance of payments. This
wes a good year, bur remit-
tances are going down as a
result of the tougher labour
policies in EEC. countries
(12,124 people emigrated to
Turope in 1976 comparcd
with 110,840 in 196 ccord-
ing to the Emigragio
tical Department) and, the
return of workers to Spain.

According  tem provisional
figures in thefirstidl months
of 1977 ‘vemittances totalled
108,000m fpesetas compared
with "99,000m/ in 1976, but
taking, nto™account the 25
per/ ceatd devaluation last
July, this represents a de-
crease in real rerms on 1976,

While high hopes are con-
timually placed on tourism

: Stilfi‘.‘}?—:

An

are said to own 40 per cent of industry.

AR UL ViRRG

armed guard at the entrance to the Banco de Isspana in Barcelona, The banl

(called * Spain’s oil ”)—one
wonders how much longer it
can Temain at ils present
level—little hope ds placed
in the country’s own oil ex-
pectations.  The country’s
energy imports bill is a con-
tinual drain on the trade
deficit. The volume of crude

oil imports in 1977 fell by
6.3 per cent but in value
represents a 27 per cent In-
crease in pesctas reaching
$5,000n. -

Spain praduces only a tlny
amount of whar it consumes,
having no North Sea oil

equivalent, although explora-

tions are

going on, A
major oil price increases 1l
vear would have a prom

tionately  more  profou
effect on Spain’s ecconon
structure than: on that

other countries.

W.
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on the land

‘Any discussion of the
financial base of Spain can-
not fail to take into account
the enormous effect of the
flight from the farms 1o
towns and cities and 1o
foreign countries. In 1960
41 per cent of the labour
force worked on the land;
now only 20 per cent do so.

Tt is  estimated 1hat in
1975 at least 850,000 Span-
iards were emigrant workers
and that between 1961 and
1970 nearly 4,500,000 peaple
moved within Spain. = Only
Sweden and  Japan had
compurable  moves  away
from the couniryside during
the period 1900 to 1966.

When the economysbegan
to “take off” after[20 lean
years after the ciyil war the
demand for cheap labetir
was enormoug”as industries
like  shipbuilding, textiles,
cars and _iroh and 'steel ex-
panded.. Hundreds of thou-
sands g=Jeft, their  pueblio
misefy for, the seemingly
gold-pat=d | streets of Bar-
celona, Bidbao and Madrid.
Bur o more. Towng and
cifies are now full and have
all, the ensuing wrban diffi-
culties of housing and edu-
cation mneeds. Now people
are being encowraged to stay
where they ave.

As a result the agricul-
tural sector, which in 1960
produced 27 per cent of the
gnp, now produces 9 per
cent, industry 38 per cent
(then 30 per cent) and ser-
vices 53 per cent (then 43
per cent). Agriculture pro-
duces mowhere mnear the
country’s food needs.

With the creation of in-
dustry—Spain is mow the
ninth industrial power in the

{ world—came thye advent of

tie Targe banks and foreign |
investment. 'Close links were
forged between industry and
banks, which are mow esti-
mated to own 40 per cent of




The Spanish stock market
has heen an accurate barom-
eter of the ups and downs
of the past two and a half
vears since the death of
General Franco. A  brief
lock at the graph reflecting
the steady fall of the mar.
ket is enough to give an
idea of the seriousness of
the positon.

Barometers forecast com-
ing weather. If the graph of
the rise and fall of the
stock market is anything to
go by, and it probably is,
then Spain has not, contrary
to optimistic official stace-
ments, touched borrom and
the situation is likely w0 ger
worse before it gets betrer.

. During 1977 (taking Janu-
ary 1 as 100) the Madrid
stock markec—there are
others in Bilbao and Barce-
lona, but the Madrid one
deals with abour 60 per cent
of business cturnover—rose
only once above 100 and
that was on March 1 when
it reached 102.37 after the
announcement of the econo-
mic measures of the first
Government of Sedor
Adolfo Sudrez. These
measures turned out to be
more theory than practice.
The market ended 1977 32.7
per cent down. In 1976, the
first year alfter General
Franco, the marker was
down 28.36 per cent. In the
first month of this vear it
went down 414 per cent.

It should be pointed out
before vpolitical capital s
made from these figures
and anyone proclaims that
democracy in Spain has
heralded economic chaos,
thar the economic rot set in
some tme before General
Franco died. There were
already signs in 1973 bur
the mad tumble of the
stock marker really began
in 1975.

Sefior Mariano Rabadan
Fornies, president of the
Spanish Institute of Inves-
tors, pointed our in January
that since April, 1974 (20
months before the dictator's
death), quotations have gone
down by 62 per cent and
during this peried the cost
af living has rvisen in Spain

Stock market barometer shows

a deep depression

by 70 per cent which meant
that 100,000 pesetas invested
four years ago is now worth
22,000 pesetas in terms of
1974.

Spain’s stock marker has
three million individual in-
vestors, representing about
one in three families, and
710 quoted companies.
Compared with other stock
markets it dropped the most
in 1977, followed by the
Milan market which fell by
24,77 per cent, Total capital-
ization ($6,175m in 1977) is
still low compared with
Paris, Frankfurt and Lon-
don, but then they ave far
more established markets.

The fall is logical when it
is placed in the context of
the political  uncertainty

which narurally follows the

demise of an authoritarian
system and the gradual
establishment of a democ-

racy ov vice versa. However,
26 months have now passed
and with the Moncloa
economic pact agreed be-
tween the Government and
the main political parties an
air of confidence should be
returning. But this has so
far nor happened.

Interestingly the Madrid
stock marker reached its
lowest point of the year,
62.92, on December 9, a few
weeks after the signing of
the pacr, which reflected
probably as much the
worry produced by the men-
tion in the pact of fiscal
reforms as by che air of

cynicism that such a paet
weuld  work. Instead of
producing a feeling of
buoyancy among investors it
has made them adopr a
wait-and-see approach.

The most affected sector
of the stock exchange in
1977 was property invest-
ment which ended the year
down by per cent.
Despite the slump in thé
quotations this has ot
brought down the astro-
nomical real estate prices
still being asked fand got)
in and around Madrid. The
reason behind the “drastic
tall is probablyswe, be found
in the, reluctange of those
who havesmoaney to invest in
property not to, doso uncil
they [know what will be

“is; the

the tax situation. The penp-
erty specuiator is lessqwill-
ing to gamble when the risk

is greater.
The clear tendengy hhas
been to sell and new | the

price-2arnings*Fatio \is_lower
than European levels. © Now
: time for smarr,
valiantspeople to buy *, one
Maduid stockbroker said. At
the same dme he admitted
thap he mwas not very opti-
mistic.

Althgugh the primary
thacket ended 1977  with
95,657 shares, 145,539 bonds
and 46,000 public bond
issues, which figures respec-
tively represented a fall of
32 per cent and increases of
6 per cent and 130 per cent
on 1976, only about 60 per

206/2/1937¢

ceng™of the bonds
were subscribed to.
The Treasury’s public
debt issue launched on
December 5, however, has
een quite well subscribed
to. The issue carries a 10.25
per cent coupon, highar
than norinal, and has a 10-
year life. This issue forms
part of the Moncica pact
and has been publicized with
full-page newspaper adver-
tisements and  aanounce-
ments on billboards
encouraging peopls to in-
vest for national solidarity.

issued

One of the main difficul-
ties resulting from the fall
in the market is the fact
that firms are no longer
able to use the market as a
ready short-term source of

M

financing. The marker has
never been a long-term
source of finance. This has
produced serious trouble for
firms which have projects
under way or planned and

which cannot be dropped.
Porvtfolio management
groups  like  Gesbancaya,

part pf the powerful Banco
de Vizcaya, ranked number
six, view the situation with
some alarm. “Ir is absolu-
tely necessary ”, the Gesban-
| caya annual raport for 1977
| said, “for the stock market
i to improve to the extent
thar large companies can
oace again count oa an in-
vestment market sufficient
1o absorb as many increases
in capitalizations as these
companies find necessary.
“If this is not achieved

then the country will not
recover because it is false
and demagogic to maintain
that the big entrepreneurs
are not investing ar the
present tim2. These entre-
preneurs, who are irreplacé-
able because of their demon-
strated creative capacity,
cnly place the money which
they get from the numerous
and generally modest share-
holdars, who are the true
owners of the important
firms. If there is no stock
marker, there is no invest
ment."”

Professor Enrique Fuentes
Quintana, Vice-Premier for
Economic Matrers, has heen
censtantly  urging Spanish
businessmen to match the
confidence shown in Spain
by forsign businessmen. The
Spanish press has referred to
the lack of investment as a
“ shares strike 7.

Part of the confusion
which surrounds the stock
marker stems from the geu-
eral Jack of informarion
abeut the activites of com-
panies. This is partly the
result of a deliberate hiding
of information from the pub-
lic in order to evade taxes.
Sefor Francisco Fernandez
Ordonez, the Finance Minis-
ter, rried to calm fears at
the anuual investors’ con-
gress when he said that the
system  would not
greaily  affect  investors:
Their confidence depends
upen the success of the
pact.

=
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nbagy over EEC ¢

by William Chislett

‘The trumpets which

heralded Spain’s formal
application to join the EEC
last July are no longer
heard; now there is only
low moaning. The political
fanfare is over and the hard
economic bargaining is on
the horizon.

Sefior Adolfo Sudrez, the
Prime Minister, seemed in a
hurry when he sent his
Foreign  Minister, Seflor
Marcelino Oreja, to Brussels
to lodge the application
only six weeks after the
country’s first general elec-
tion in 41 years.

RBut the desire to come
out from  behind the
Pyrences, behind which the
Franco regime hid so xeno-
phobically, was very strong
and was as much psycholo-
gical as a matter of political
xpediency.

It also reflected the
rematkable degree of unity
among all the politcal
parties in the Cortes over
the mneed for Spain 10
belong to ~the EEC. If

nothing -else, agreement on
this should make the Gov-
ernment’s task in the nego-
tiations that much easier.

Reviewing  Spain’s  in-
dustry, agriculture and
finance with eventual full
membership of the EEC in
mind, one is struck by the
realistic approach in official
circles. No one seems to
fool himself, =zlthough the
nublic is bemused by the
issue through the general
lack of information.

Spain faces its negotia-
tions with the EEC im a
period of recesgion\The in-
flation rate for 4977 was 28
per cent, the balance of pay-
ments deficit“about 82 8C0m
and  ungfmployment  was
olficially said{/to be more
than .2 wmillion out of a

labour force of 13,300,000.
0f thel unemploved. 100,000
weradestimated in February
top be out of work in Anda-

lucia alone because of  the
depression in  agriculture.
Reserves, however, did rise
by $1,190,000 to $6,130m.

A credit squeeze is affect-
ing many businesses and in-

vestment has fallen off
greatly, The trade deficit
for 1977 was slightly im-

proved on 1976 ; imports -in-
creased in wvalue by 15 per
cent -to 1,350,000m pesetas
($16,500m) and’ exports by
32 per cent to & record
775,000m pesetas, mainly as
a result of the 25 per cent
devaiuation Jast July.

Sefior Suarez is aware
that he will have to twy to
restructure some aspects of
the economy,  especially
agriculture, ~which will not
be easy given the general
economic. crisis. Business-

men know that many small’

firms will have to be reot-
ganized 1if they are *to
become more competitive
and so avoid going out of
business. The will is there,
although there is some dis-
appointment over the Com-

munity’s approach to somes

of the difficulnes.

The immediate problem
facing Spain and the EECuis
w0 renegotiate the 1970 pre-
ferential commercial agrees
ment and adapt, 1t°Ffor the
Nine as opposed to thesSix,
for ‘whom <the,, agreement
was originallytmade.

There  ismgeneral agree-
ment  that/ 1t should be
readapted and negotiations
Began i  February, Spain
has  been trying to veddapt
the ‘agreement since 1973
when Denmark, Britain and
Treland entered the EEC.

Spain signed a protocol
agreement then which main-
tained the status quo and
temporarily excluded the
new three from the benefits
which Spain gave to the
.original six.

Spain is far from happy
with the terms  being
offered in the talks, The
Community is offering
various councessions which

Spain :considers insufficient
in ‘view of the country’s
economic position, Tor
example, the Community -1s
prepared to offer a 40 per
cent reduction on the tariffs

ol oranges, whereas coun-
iries like  Israel and
Movoceo, which  Spanish

officials always remind you
are . not - even prospective
EEC members, have 60 per
cent and ‘80 per cent respec-
tively.

Spain wants at least a 60
per cent reduction and esu-
mates thar if it had had last
year the same treaty as
Israel, £8m could have been

‘saved in the citrus industry.

_ The proposed tarifis foF
industeial  products® are
another. probiem. Jr seems

that the Community svould

ke a limit o' some
exports, .such™as ceramics,
shoes and_textiles, so that
Spain would Have to pay the
full Variff, 9& it exported
morethan that amount.

. The = general industrial
reduction «being mentioned
is 60uper cent cul the tariffs
imposed by EEC countries
at .any given moment. The
Community would also like
an  average 17 per ceat
reduction on irs industrial
gxports to Spain.

Spain is prepared to grant
the reduction on induswrial
goods "if it cam ger greater
concessions for its agricul-
tural products. Spain wants
the renegotiated 1970 agree-
ment to be the final say
before it actually enters the
EEC, after which there will
be the mnormal transition
period of adjustment.

By next spring the
Community’s report on
Spain should be drawn up
and ou that basis the man-
date for Spain’s entry nego-

tiated. Officials beliave
Spain could be in by 1932
and that the transition

period could be eight years.

_Signov Lorenzo Natali, the
vice presidenr of the EEC,
visited Madrid recently to

e
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doped dairy market will be

R

start the interchange of in-
formation for the report. A
few hours before his arvival
Senor Leopoldo Calvo
Sotelo was appointed * Mis-
ter Europa” (Minister with-
out portfolia for Relations
with the European
Comuryinities).

One of the main problems
will be Freunch“and Italian
fears that Spain could . flood
the EEC withsproducts like
wine and fruc Jar  lower
prices. © |

On the other hand some'
LEEC scountries, France in-|
cluded,/ stand to gain from |
dairy ‘products, which they
could export to Spain more
easily. Spain’s  underdeve-

hacd hit by EEC member-
ship unless the Government
steps in to save it from the
brunt of fierce competition |
from other countries.

The economy’s
depends -to a large extent|
on the Moncloa Pact agreed
between the Government
and political parties last
October. It is too early to
judge the pact’s successes,
but the wage ceiling of 22
per cent, one of the main
points, was adhered to dur:
ing the first two months of
this year. The former Vice
Premier for Economic
Affairs, Professor Eurigue
Fuentes Quintana, has. given
a warning that Spaniards
will have to pay a high price
to overcome their difficul-
mes. z

The steel industry iz in
such bad shape that the Gov-|
ernment is ° thinking of
natonalizing it. The accu-
mulated deficit of the steel
industry -is expected 0§
reach $365m by the cnd of |
March.

“ Spain wants to_play its
role in the new Europe”,
Seiior Gabriel Terran de
Alfaro, sub-direcror of the
Foreign Ministry’s depart-
ment of European integra-
tion, said. “We ‘have no
part out of Europe and we
have a right to be there.”

P
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by Wiiliam Chislett

For Spanish bankers the new
corridors of power are just
as dark as they were under
General 1co but  with
one importan: difference :
previously the relationship
between “the political and
financial establishinent was
2 known guandty and so
bankers knew how to navi-
gate the murky waters, But
now they feel lost, unconfi-
dent of their position and
nervous at the lesseaing of
their public voice.
ivately, bankers are
quick to tell you how deep
is"the crisis of confidence,
but in public they remain
noticeably tightdipped in
order not to further shake
the public’s coniidence.
During the dictatorship
ng grew to a privileged
position. It is estmated that
banks own about 40 per cent
of industry. The banks’ cosy
position was the natural pre-
duct of playing a crucial part
in laying the base for the
Spanish economy by provid-
ing cheap credir and p
were easy. The industrial
groundiverk was laid some
time ago; and mnow the
nursemaid role of banks,

H

working in the bosomt of the
Government, has changed,

The Governmenc of Sefor
Adolfo Sudrez is committed
to lifting many of the res-
trictions previously imposed
on the economy i its policy
of liberalization, and this
means thar reforms are
needed in banking.

The Governmenr is propos-
ing to allow more foreign
banks and greater flexibility
for them in Spain. Ar pre-
sent there are 17 foreign
banks in restricted condi-
tions. There is pressure from
the financial oligarchy for
the Government to delay the
entry of foreign banks, A
decrez has reportedly been
drafted, which would estab-
lish 750m pesetas as the capi-
tal needed to starr a foreign
bank—the same amount as
Spanish banks.

With Spain’s wish to join
the EEC and the increase in
foreign loans and the opera-
tions of Spanish banks abroad
the entry of foreign banks
into Spain is inevitable. Their
presence will be a psycho-
logical blow for Spanish
banks. although nor initially
a source of important com-
petition. In the long term
the presence of more foraign

banks could lead to Spanish
banks becoming more flex-
ible in their approach to the
economy and more eager to
attract customers.  “ The
Spanish banker just waits for
clients to come to him”, a
Madrid  banker told e,
“whereas the foreign banker
goes out to look for clients.”

Another measure, which
was started shortly afrer last
June’s general election is to
reduce Government control
over investments and interest
rates, bur very gradually,
otherwise it woﬁd have a dis-
torting effact.

Uncil last July, the state
coatrolled the investment of
25 per cent of commercial
bank deposits over and
above  the amount of
deposits which had to be left
with the Bank of Spain. The
figure for industrial banks
was 13 per cent, and for
savings banks as high as 69
per cent. Savings banks hold
about a third of the roral
deposits,

In «the heyday of the
groundwork for Spanish in-
duswy the interest rates
charged on the state.
directed - investments  of
banks were Iow, and under-
standably so, with the birth

of Spanish industry and the
need for cheap credit. Most
of the money went into the
state-run  industrial  cartel
INL Interest rates were 4.5
per cent oun public debr and

per cent on industrial
credits which became Iudi-
crous as inflation shot up.
Now, for example, berveen
17 and 20 per cent is
charged for a three-year in.
dustrial loan.

The Government is wving
t0 use strict control of the
money supply as its main
weapon to0 reduce inflation
and the payments deficit.
The Bank of Spain is seek-
ing to reduce the growth in
mouey supply to an average
17 per cent this year. (The
annual average of the frst
eight months of last year
was 20 per cent)

The chronic Jack of
liquidity with many firms
unable to meet cheir pay-
ments, including secial secu-
rity contributions, has pushed
up the interest rates which
in turn have produced a
drastic cutback in the de-
mand for credit. (Bankers
starred noticing at tie begin-
ning of February thar the
normal demand) for efedir
was droppiu€ very sharpl

=

Refofrm!ssap the public’s

confidence

The secondary banks are
caught in this vicious circle
far more than the large
baunks—the big seven (Cen-
tral, Banesto, Hispano, Bil.
bao, Santander, Viczaya and
Popular) whose dominant
posidon and influenca is un-
likely to be affected very
much.

The collapse in January of
the Banco de Navarra, .a
small  commercial  bafk
basaed in the northern pree
vince of Navarra, sent a féw
shudders of fear down the
spines of bankers Q.over
whether the fall mizht have
a_chain reaction, oThe Bank
of Spain took i nver and a
special holding ‘company avas
craated in February with a
capital of S0Um pesecas, fhalt
from the Bank of Spain and
the vestdivided, promortion-
ately'among other banks lika

Banesto and Ceneral.  This
cempany will acguire 4nd
administer the a8sets | of
those banks with’ probiems,
brought on by the ffoug
credit policy.

The Banco de Navarra was
forced into relying on’ the
inter-bank ‘market whose in.
tevest rares @re high and i
bacameyheayily, in debr, re-
portedly £19ml

It isthought that other
small barks are likely to col-
lapse, and  while the new
holding company is osten.
sibly almed ac coming to
their’ rescue it does seam
that the powerful private
banks do not want to create
the feeling that any bank
will be automatically bailed
our, The leading banks see
some of ctheir operations
being damaged by the small
banks which are offering

higher dntevest rates on de-
posits in order to attract new
‘customers,

There would not be many
tears shed in the hard bank-
ing world if the number of
secondary banks was redu-
ced, buc on ihe other hand
the” collapse of more rhan
the odd one would produce
a further lack of confidence
and damage the image of
banks in the public eys.

Coinciding with the col-
lapse of the Banco d= Nav-
arra has come a tendency for
the large banks to starr to
close their ranks through
mergers. In December Ban-
esto and Banco Coca joined
together to reconfirm Ban-
esto’s position as the leading

ank  with  deposits of
582,000m pesetas.  Earlier
that month Banesto forfeired
its position when its main

rival, Banco Centrai, merged
with Banco Ibérico.

Tax authorities now h
the right to inspect indi
ual and corporate accouncs.
The breaking of the bank
secrecy has annoyed the
banking community, which
feels that this betrays the

fidence of clients, This
may help to explain why
some people have been lodg-
ing sacks of 1,000-peseta
Notes not in deposit accounts
but in bank vaults, which
still éscape the official eye.

Fiscal reforms ara another
which have gene dowm
v in the banking world.
* Defrauding the tax system
was a mnational sport”, a
Madrid bank divector said.
In fact, the fiscal reforms are
slight in the context of other
European countries and even
less than were originally

"

planned last year as 4 result
of pressure from the right.
But the fact that an arrempt
is being made has been suf-

ficient
spirits,

The other unknown threat
on the Iorizon is the nation-
alization of banks. Talk of
this by the left last June,
when ir was barnstorming
the country during the elec.
toral campaign, produced
fears in the financial olig.
archy. These fears have since
died down and thers now
appears to be little concern
as the cries from the left
have petered out for the time
being—probably from not
wishing to aggravace rthe sit-
uation further—and the rul-
ing Democratic Centre Union
appears to be less hesitant
now in defending the inter-
ests of the oligarchy,

enough to dampen
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