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Cruciasl Test for Craxi . -

Prime Minister Craxi is likely to carry out his threat to resign It
the Communisi-backed wage referendum passes in voting
Sunday and Monday.

Craxi has announced his Intention to step down immediatety if the
vote goes against him. He also left open the possibllity of early
etoctions. Sl

The referendum seeks to restore the culs in the automatic wage

indexation system the Craxi government made !as! year. Restoration
would increase a worker's pay by about $9 a month after taxes, raise
labor costs by asbout 1.5 percent, and tuel Inflation, currently at a rate

‘of just under 9 percent annually. - b3

_ Craxi ks gambiing that tuming the wage referendum into a
national! vote ol confidence will lead to a higher turnout and |mprove
his chances of winning. There are signs that his tactic may be
working, and the Communists, who have strongly opposed his
austerity policy, have grown Increasingly uneasy about their chances.

The referendum is only the tirst of many labor-management-
government confrontations expected this year. Labor and
management representatives say they will insist on further
modification of the wage index however the referendum goes. The
vote will be seen, therefore, as a measure of the bargaining s:rengths

of the two sides. D b3

A Communist defeat, coming on top of heavy losses in last month's
administrative elections, almost certainty would increase tensions
among party lesders and weaken support among the rank and file. A
Communist win, on the other hand, would not only bring down the
Craxi government, it would strengthen the Communists’ influence
when balloting to choose President Perlini's successor begins later
this month, and it coukd set the stage {or an early national etection in

.
the tail b




b 3 R ' {ti5t-dominated group of
professional associations thal wants to estabiish a civillan
govermment immediatety has attracted 18 key unions to their ranks.
This group has already rejected the Council's dratt transitional
constitution and may soon present a formal lIst of grievances under

threat of a strike. (D b3

‘33 SR A bduliah's resignation would give the unions an excuse to ‘
demand a new clvillan government and declare a general strike. It ’ 4
would also make more likely a coup by younger officers. Whether led
by Abdullah or another younger member of the Military Council, a new . !
military junta probably wouid be less sympathetic to civillan concerns ;
and even less stable than the present one. CIIEIENIEREE> b3 1







SOMALIA: Sisd Under Fire

Chaitenges to President Siad are out in the open following

meetings of the ruling party’s central commitiee earlier this
wask lii which party lsaders attacked his policies and called for b%

Nis resipnation.

b / Party officials critictzed Siad for mishandkng political and economtc

problems, condoning corruption, and turthering tribal favoritism, _
jare critical.

100. of Siad's alignment with the US. which they charge has falled to

b / brlr;g the country mofe economic and miittary aid. §

S oo tribal tavoritism has aggravated traditional rivalries
and narrowed his support base, making him increasingly sensitive to

criticism of his economic reform proposals by his supporters. Despite
the country’s desperale economic straits, Siad may use this incident

as an excuse to back away from IMF-sought austerity measures. To
compensate, Siad Is likety to appeal to the US tor additional economic
and military ald GElIRD b%

The President probabty will be able to doftect the blame onto
subordinates. If, as appears likely, he dismisses Samantar. he
probabty will retain the detense portiolio himseif to gain tighter
control of the military, the primary internal threat to the regime. That
threat will persist, even though Siad probabty will weather the present
criticism, because undertying political and economic problems show

no signs of abating. (ENEGEGGEGN b
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EL SALVADOR: New Terrorist Tacgets

The assassination of a Salvadoran Air Force pilot last week highlights -
other indications that the guerrillas intend to focus on milita .
personnei as targets for terrorist attacks. :

QTh—e assassination is the second attack (n a month against
Alr Force officers, suggesting that the rebels may be trying to

intimidate and impair the Salvadoran military branch that is most

b (i) b3
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DENMARK: Detense Compromise

The oppcsition Social Democratic Party has decided 1o support the
purchase of three used coastal submarines from Norway if the
government agrees not to recduce the number of regular Army troops,
. The Social Democrats
still quastion the need for Danish submarines in the Battic, but g
they are convinced that purchasing the oid
Norweglan subs would be cheaper than leasing subs from West
Germany. They expect Danish firms to benefit by helping overhaul the
submarines, and their quid pro quo agreement also beneafits
Denmark’s soldiers, who belong to a union that supports tha Social

Democrats. QIR b2

WS THe Danes need to replace three submarines that will have
been retired by 1988. When modernized. the Norwegian submarines
should have a usetul servica life of 20 to 30 years, and the Social
Democrats’ acquiescence In their purchase may lessen future

pressure from the party to phase out ail Danish submarines in the
1950s. The NATO Allies, will weicome

Copenhagen’s decision to continue its mission of protecting the Baltic

Straits. CERRSRRIISED b2
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HUNGARY-USS8R: Tacit Approval of Retorms

l) : the Soviats tacitly approved Hungarian
economic reforms at the mid-May meseting of CEMA in Moscow.

ba EEEER s2id the Soviets are willing to accept separate paths ot
economic growth by individual CEMA countries: they will tolerate, for

exampta, some reduction in the exteq of administered prices bB
controlled by central plannerss beiteves that Soviet General
Secretary Gorbachev will eventually imptement his own long-range b; b/

reform plans but must move cautiousty.

b’? SRR The Hungarians were nervous at the CEMA Summit last
year that the Soviets would criticize Hungary's economic reforms and
its aclive economic relations with the West. The lack of criticism then
and at subsequent meelings has apparentty given the Hungarians
confidencea that they have at teast a tenuous go-ahead —although not
a ringing endorsement—!to move {orward with their reform program.

Top rat
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ZANSIA: Mhorars' Strke

Most of Zambia's copper mines, wiich account for some SO percent

of toreign samings, are cicsed as a result of wikdcat strikes over pay
and benafils, lEGENNRE EEECRREEEES nion leadecs are caught
Datween worker Gemands and govemnmsal etfors 1o imprement
assterity meesures. Government otficiacs will meet with the IMF nex!
week 10 discuss the austerity m-e&sures.“ Lng

) AT
v TN

CEEEEPI 7 ~mbia has 2 strong and indepencent labor movement.

which the ruling party has tried and failed to dominate. The

govermment! will probably make some concesions to end the strike,

but existing and prospective IMF-mandated measures will likedy tead

to countervailing demands by the workers. Eventually the govermnment
ay ! ain to bring the ocbsatr ous union to .

may try again ng eper un heool. GEEEID bs

.




Latin Armecica S ‘s laftist Tupac Amaru Revoiutionary

. ‘53 Movement plans to attack the US Ambassador’'s
residence., US—owned firms, and the Argentine Embassy during the
curreat visit to Lima of Argentine Prasicent Aftonsin. The group
has claimed responsibility for sevecal ant-US terrocrist incidents,
inciuding a shooting at the US Embassy last fail. It has not
conducted attacks on the scake indicated in the reported plan,

howeaver.

— The "Martyrs of Tal al Za'tar"” have claimed responsibility
bomb expicsion at a Geneva raltway station last Sunday.

10 b&
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petrochemical plant at Bandar-e Khomeinl, Tehran yesterday . ..
tired surface-to-surlface missiles into ilam and Kermanshah
Wednesday . . . Iran retaliating on Iraqi border towns. SYIIN b/%

4 4

1
— daq continues strikes on kamisn cGtres . . . bombed Khark Island, ‘;
|
|
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Europe _— Huw dissidents issued declaration criticizing regime’s stage ' ,
mansaging ot muiticandidate parilamentary elections tomorrow . .. 3

attempt to nominate own candidates faited . . . calling for boycott

but dissident lesders privatety skepticai about impact. [ h?

— Tucks reacting cautiousty to new Papandreou governmaent In i
Gereecs . .. Turkish otficials have warmed they will adopt tougher
policy it their “oltve branches’ refectod ... press auggests concern
about possible Westem pressure to conciliate Athons. S b

Atrica L)\ 53 — S i bsbwesn Prime Minister Mugabe has
) oflered Harare as site of next Nonaligned Movement summit . ..

Tanzanisn President Nyerere said o be encouraging Mugabe to
seek chairmanship. Sl b 3

E\ ) ,173 —“wu recetved $5 million from Libya last °

month to finance sgricultural project . . .M
.. apparentty quid pro quo tor Somali decision to

resumae diplomatic relations tast March.« SR b 3 ‘
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Special Analysis
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Habrt':Thk‘dYuflan

President Habre’'s position is stronger than ever as he celebrates

his third anniversary in powser today, but he continues to face
formidable domestic prodlems and the threat of destabdilization

by Libys. L }

Habre has demonstrated growing confidonce and renewed
commitment to national recondciliation in the last several months
through travels to all but one prefecture in the poctions of the country
unoccupled by the Libyans. Serious fragmentation among the
approximatety 17 opposition groyps based both in and out of the
country has enhanced his legitimacy. He almost certainty will remain
cautious, however, about entering into formal tatks recentty proposed
by Congo because of Brazzaville's apparent connivance with Libya to
supply southem insurgents. Mocreover, the situation in the north

remains stalematod:

he Libyans are also sending more supplics
lssident groups in the south despite a tull in the insurgency there
over the last several months. With the onset of the rainy season—
normalty the most active period for the rebels —another surge in
actlvity is probabie late sumorer.

Libya aiso h
since April to join the

southern insurgents.
otwithstanding the

Meanwhile, Habre faces severe budget deticits. n
austerity measures he has imposed and th

assistance he has received. s year's
disappointing cotton crop—cotion exports are the govemmam's

targest source of revenua—|s expected o total tess than
100,000 metric tons. One result s that civil servant and military

<alaries are being pald oaly pu—— b%
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