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SUBJECT: AN INSIDER'S VIEW OF VIOLA GOVERNMENT

1. (S-ENTIRE TEXT)

2. ROSENDO FRAGA, ONE OF PRESIDENT VIOLA'S PRINCIPAL
ADVISORS, CONVOKED AN EMBASSY OFFICER IN ORDER, IN
FRAGAS WORDS, TO "EXPLAIN TO THE EMBASSY THE FACTS OF
THE POLITICAL SITUATION AT AN EXTREMELY CRITICAL MOMENT."
FRAGA STATED THAT ARGENTINA IS GOING THROUGH THE WORST
ECONOMIC CRISIS IT HAS EXPERIENCED SINCE 1980. POLITICALLY,
HE OBSERVED, "THERE IS AN ALMOST UNIVERSAL IMPRESSION IN
BUENOS AIRES THAT VIOLA PRESIDENCY WILL NOT LAST."
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HOWEVER, HE SAID THAT IMPRESSION IS MISTAKEN.

3. FRAGA WENT ON TO EXPLAIN THAT THE ARMED FORCES,
AND PARTICULARLY THE ARMY, CONTINUE TO SUPPORT VIOLA.
THEY DO SO IN PART BECAUSE OF THE LACK OF ANY REASONABLE
ALTERNATIVE. ALSO, THE MILITARY RECOGNIZE THAT ANY
MOVE TO REPLACE VIOLA WOULD CAUSE DANGEROUS DIVISONS
IN THE ARMED FORCES, PARTICULARLY IN THE ARMY. HE
ADDED THAT VIOLA'S MILITARY BACKING SHOULD REMAIN SOLID
AT LEAST THROUGH MARCH 1982. HE WAS NOT PRE-
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DICTING, HE ADDED, THAT VIOLA WOULD LOSE MILITARY
BACKING IN MARCH 1982. RATHER, HE SAID, THE COMING
CHANGES IN THE LEADERSHIP OF THE AIR FORCE AND THE
NAVY, PLUS PROMOTIONS AND RETIREMENTS IN THE ARMY,
WILL BEGIN TO PRODUCE POLITICAL EFFECTS IN THE
SERVICES AROUND MARCH -- AND IT WAS IMPOSSIBLE AT THIS
TIME TO STATE WHAT THOSE EFFECTS WOULD BE.

4. FRAGA ALSO AVERRED THAT THOUGH THE PRESENT CRISIS
IS ECONOMIC IN NATURE, ITS ROOT IS POLTIICAL. HE
PARTICULARLY BLAMED CONSERVATIVE ANTI-PERONIST SECTORS
FOR SEEKING TO UNDERMINE VIOLA. HE ADDED THAT THERE
WERE ALSO THOSE, INCLUDING SOME IN THE ARMED FORCES,
WHO WANT THE GOVERNMENT TO TAKE A VERY HARD LINE
WITH POLITICAL OPPONENTS, CRACKING DOWN ON POLITICAL
PARTY ACTIVITY AND THE PRESS. FRAGA SAID THAT VIOLA
COULD NOT TAKE SUCH MEASURES WITHOUT ABANDONING HIS
POLITICAL PLANS AND BELIEFS. HE SAID THAT INSTEAD
VIOLA, THROUGH THE MINISTER OF INTERIOR, WOULD KICK OFF
A NEW CHAPTER IN THE POLITICAL DIALOGUE IN EARLY
JULY, INVITING PARTY LEADERS IN TO DISCUSS THE PRECISE
TERMS OF THE POLITICAL PARTY LAW. HE ADDED THAT THOUGH
THE WINDOW IS NARROWING RAPIDLY, VIOLA STILL HAS A
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CHANCE TO REACH OUT FOR CIVILIAN POLITICAL SUPPORT AND
INTENDS TO TRY TO SEIZE IT.

5. FRAGA SAID THAT THE GOVERNMENT MUST ALSO DEAL WITH
THE ECONOMIC ISSUES. HE SUGGESTED THAT THE APPROACH
THE GOA SHOULD TAKE WOULD HAVE THREE ELEMENTS:
INCREASING SALARIES; GIVING THE PRIVATE SECTOR DEBT
RELEF; AND, BRINGING DOWN INTEREST RATES, IF NECESSARY
BY DECREE. HE RECOGNIZED THAT SUCH A PACKAGE WOULD
HAVE AN INFLATIONARY IMPACT, BUT THERE IS NO OTHER
SOLUTION, HE SAID.

6. COMMENT. VIOLA IS SURROUNDED BY ADVISORS.
HOWEVER, FRAGA'S TITLE TO THE POSITION IS LEGITIMATE.
FOR EXAMPLE, HE WAS ONE OF TWO CIVILIANS WHO
ACCOMPANIED VIOLA TO THE UNITED STATES. HIS REVIEW
OF THE POLITICAL AND ECONOMIC LANDSCAPE PROBABLY
COINCIDES FAIRLY CLOSELY WITH THAT OF THE PRESIDENT.
THE MESSAGE HE OFFERED WAS, OF COURSE, THAT THE
UNITED STATES SHOULD STILL PLACE ITS BETS ON VIOLA.
*4-&amp;-'S ESTIMATE OF THE GENERALIZED EXPECTATION THAT
VIOLA CANNOT LAST IS ACCURATE. BUT SO IS HIS VIEW
THAT THERE IS NO REASONABLE ALTERNATIVE TO THE VIOLA
PRESIDENCY. THE ISSUE REMAINS WHETHER THE ARMED FORCES
WILL LISTEN TO THE VOICE OF REASON.
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