
Ti me for
tough

foooectslons
Painful measures are being implemented to
pr.t th.g.country back on track, says
Peter Wise, author of thisreport
"What would you say if we
were in England?' ,  José
Sócrates, portugal's Socialist
prime minister, asked a class
of seven-year-olds during a
recent üsit to a provincial
prrmary schooÌ. '

- 
"Good morningl" the chil"

qren chorused back, causing
their distinguished visitor to
beam with approval and col_
ouring their teacher,s face
with a blush of pride.

Less than a year aftei tak_
ing office in March 2005, Mr
Sócrates was illustrating for
the television cameras that
his centre-left government
had kept i ts promise to
introduce English teaching
in primary schools.

Backed by a comfortable
majority in parliament. Mr
Sócrates has spent the past
year pushing through meas_
ures to put portugal back on
a path of sustained economrc
growth and bring its spiral_
l ing_budget defici t  perma_
nently under control.

-From 
the dèep pessimism

or tne previous three years
of economic stagnation and
pol i t_ ical  instabi l i ty ,  the
moocÍ of the country,
reflected in opinion polls and
3 s_urCg of big business deals,
is beginning to lift.

ïn spite of sluggish growth
- below 1 per cent a vear _
rising unemployment ànd a
warning from Mr Sócrates
that "the hardest part is yet
to come", there is a pervad-
rng sense that painful but
indispensable reforms are at
last being implemented.

Mr Sócrates enjoys more
puoltc support than would
be expected for a prime min_
ister who immediately on
comlng to office broke an
election pledge not to raise
laxes by increasing value
rdded tax from 19 tó 21 per
:ent.

AT A GTANCE

A difficult balancins act rs
requtred to continue the
country's modernisation.

The key issues:
I ECONOMY: Conflicr
between the need for ausrer-
ity and the desire for growth
will not be easily resolveo.
I POLITICS: Hopes are high
for a period of stability afier
government changed four
times in four years.
I PRIVATISAT|ON: Sell-offs
are providing welcome liquid.
ity and a stimulus for the
stock market.

This Special RepoÉ is on
FT.com at www.ft com/por-
tugal2006. All FT Special
Reports appear online,
some with extra
web-only content:

Although from opposing
parties, Mr Sócrates and Mr
Cavaco Silva, the dominant
f igure _of the portuguese
rlgrì1, share a pragqÌatic dis_
position and a concern topress ahead with long-
delayed reforms that are
expected to make for a suc-
cessful cohabitation.

Mr Cavaco Silva's support
\ /ul De rmportant to Mr
Sócrates in facing down
opposition from trade unions
and the left wing of his own
Socialist party.

-ìt 
wast in pub-

he has had to make, he says. hc Ápending, a shake_up of
But he does not regret a the cosily-and inefficlent
measure that showed his public administration and
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government had "the cour-
age and determination,, to
tackle the country's deficit
crisis.

More tough decisions fol-
.  lowed: phasing in an
increase in the minimum
retirement age for state
employees from 60 to 65, cut-
ting their sick pay from 100
to 65 per cent and holdins
down public sector wagó
increases. But the public
mood remained in his
favour.

"The general feeling in the
country is that these eggs
have to be cracked if portu-
gal is to make anything
approaching an omelette,,,
said John Duggan, a Lisbon-
based tax partner with pwC.

Mr Sócrates'  hands-on
approach, his impatience
with rhetor ic and petty
bureaucracy and his willing-
ness to stand up to powerful
vested interests have con-
nected with voters tired of
being told what the coun-
try's problems are and eaqer
for someone to put thóm

Doctors, nurses, teachers,
the police, the armed forces,
judges, public prosecutors
and public administration
employees have all staged
strikes and protests in
recent months against
reforms affecting their
careers and benefits.

But there has been no
groundswell of public sup-
port  beyond the sectors
involved.

By focusing attention on
what he sees as the unrea-
sonable privileges enjoyed
by many state employees
when compared with the pri-
vate sector, Mr Sócrates has
kept the tide of public opin-
ion in his favour and averted
a wider backlash against
tough measures to discipline
public finances.

"We're putting portugal
back on the right path,', he
said at the height of the pro-
tests last autumn.

"In spite of all the attackb
by unións, the majority of
voters applaud what we,re
doing to remove an intolera-
ble burden from the backs of
future generations."


