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 Introduction

AT THE END OF THE MOVIE CASABLANCA, AS RICK Blaine and Captain Louis Renault head off to start their “beautiful friendship” by joining the Free French Garrison at Brazzaville, the plane carrying Victor Laszlo and Ilsa Lund takes off into the fog. It is to “neutral” Lisbon that they are headed with their letters of transit. In real life, the city of Lisbon during World War II more than resembled the film set; to many people who worked in the city during the latter stages of the war, Lisbon became affectionately known as “Casablanca II.” The real-life version had all the ingredients of the fictional storyline: broken romances; desperate refugees trying to obtain the correct paperwork and selling the family jewels to finance their onward passage; a thriving black market as supply dictated that the prices of diamonds and other rare stones fell to record low levels; cafés and hotel bars full of refugees and spies scattered across the city center and along Lisbon’s coastline resorts.

There was also a real-life Captain Renault in Lisbon: the greatly feared head of the Portuguese Secret Police, Captain Agostinho Lourenço. Senior figures of the German Reichsbank were in the city from time to time, busy arranging payment terms for Portuguese goods. The city had the last great gambling house  in wartime Europe, located along its coastline at Estoril.1 Here, the roulette wheel was spun long into the night with the exiled royalty of much of Europe playing blackjack at the tables, or engaged in private sessions of poker in the discrete side rooms. It was here that wealthy Jewish refugees gambled against suntanned German Gestapo agents dressed in badly cut civilian clothes, with the house taking 5 percent of everybody’s winnings.2

During the years of World War II, Lisbon was at the very center of world attention, and was the only European city where both the Allies and the Axis powers openly operated. Lisbon’s story was set within the context of a country that was frantically trying to hold on to its self-proclaimed wartime neutrality, but which, in reality, was increasingly caught in the middle of the economic, and naval, wars between the Allies and the Nazis. It was not, however, a conventional tale of World War II: Barely a shot was fired, or a bomb dropped. Instead, it was a tale of intrigue, betrayal, opportunism and double dealing, all of which took place in the Cidade da Luz (City of Light), and along its idyllic Atlantic coastline.

Ultimately a relatively poor European country not only survived the war physically intact, but came out at the end of it in 1945 much wealthier than it had been when war had broken out in 1939. Although much of this wealth was considered by the Allies to be “ill-gotten gains,” the Portuguese were allowed to retain the vast majority of it as post-1945 Cold War political realities reemphasized the importance of the country, and its Atlantic Islands (the Azores), to the cause of the Western Powers.

Lisbon was a city in which an apparent German plot to kidnap the Duke and Duchess of Windsor was foiled. They were among the more exotic refugees, many of them Jewish, who flooded into the city seeking a passage to the United States or Palestine on one of the ships that sailed from the neutral port, or for the super rich, via the Azores on the Pan-American Boeing Clipper “flying boat” service to New York. Most refugees, however, had to wait  months, or even years, in the city before securing their onward passage. On the run from the Germans since the fall of France in the summer of 1940, many of the refugees survived on a clandestine network of financial and organizational support, which originated from the offices of wealthy American Jews in New York City. The not so fortunate had to rely on the limited help from the British, the Portuguese authorities, and locally run rescue organizations.

Allied and German agents operated openly in the city and monitored every move of the “enemy.” Their role was to log enemy shipping movements in and around the busy, deep-water port of Lisbon, to spread propaganda, and to disrupt the supply of vital goods to the enemy. Among the agents who visited Lisbon was a young Ian Fleming, busy devising Operation Golden Eye and playing blackjack at the Estoril Casino—a location that was to later provide the inspiration for a James Bond film. The Iberian Desk of the British Special Operations Executive (SOE) was led by the brilliant spy chief, and traitor, Kim Philby, who controlled the British agents operating in the city from London. The writers Graham Greene and Malcolm Muggeridge worked at the same desk as Philby, before Muggeridge was briefly posted to Lisbon and eventually on to the Portuguese colonies.

As the British and German agents watched each other, their movements were, in turn, shadowed and recorded by Captain Agostinho Lourenço’s Portuguese secret police, the Polícia de Vigilância e Defesa do Estado (PVDE). Lourenço’s reports and decisions determined which espionage activities in the city the authorities tolerated, and which they did not. As a number of British, German, and Italian secret agents, and journalists (including the local correspondent of the London Times) found to their cost, if you tried to cross Captain Lourenço, your stay in Portugal was severely shortened.

Lisbon was also the end of the line for escaped Allied prisoners of war (POWs) who arrived in the city to be flown back to  England on the three-times-per-week BOAC-operated flights from Lisbon to Whitchurch, near Bristol. The passenger lists of the flights were a who’s who of the senior network of British spies in the city, as well as shadowy Allied industrialists involved in the trade war with the Germans. Competition for places on the planes was strong with various British agencies fighting for the limited number of seats. There were also instances when wealthy members of Lisbon’s large Anglo community were caught trying to use the service to transport their maids down to Lisbon. The much loved British Hollywood actor, and star of Gone with the Wind, Leslie Howard, would fatefully take one of those flights. Allied and Axis agents operated at the airport twenty-four hours a day bribing local customs officials to gain access to the cargo and passenger lists of the enemy. Both BOAC and Lufthansa operated flights out of the city’s airport, with their aircraft parked almost next to one another on the tarmac. Writing in 1944, the chief BOAC operations officer in the city described the daily scene at Lisbon’s airport as being like the movie Casablanca, but twentyfold. During the hours of darkness, Lisbon Airport was highly susceptible to mist from the river, which added to its atmospheric mystery.

Central to the story of Lisbon is the Portuguese leader, António de Oliveira Salazar, who had come to power with the establishment of the Estado Novo in 1932. For Salazar, World War II presented a potentially lethal challenge to his regime, and to Portugal in general. Such was the concentration that Salazar devoted to steering Portugal through the war that, in addition to serving as prime minister for the duration of the war, he also served as minister of foreign affairs, minister of war, minister of the interior, and for the first part of the war, minister of finance. Salazar viewed it as his personal mission, and challenge, to prevent Portugal from being dragged into the war and repeating the mistakes of World War I.

Salazar believed that World War II brought two major threats to Portugal: a potential German, or Spanish invasion, and the possibility of Portugal losing its empire. Portugal had backed General Franco in the Spanish Civil War: Lisbon was used as a supply port for Franco’s forces, and Salazar sent Portuguese brigades to fight on Franco’s side. Despite this, there was still a feeling in Lisbon that Franco, and some of his key supporters, harbored territorial ambitions over Portugal. Recent unpublished documents indicate the existence of very detailed Spanish military plans for the invasion of Portugal during World War II.

The changing order of priorities for Salazar during World War II fit into two fairly distinct time periods. The first part of the war, 1939–1942, was devoted to preventing the threat of Axis (or proxy) invasion. The second part of the war, 1943–1945, was spent dealing with increasing Allied demands on Portugal, particularly over the Portuguese Atlantic Islands (the Azores)—where both the British and Americans planned secret invasions if Portugal did not comply with Allied demands. Although Salazar initially feared a German victory, as the war developed he became increasingly apprehensive about the prospects of a total Allied victory. Two issues worried him about this: what such an outcome would mean for Portugal and its colonies; and equally worryingly, what it would mean in terms of the power of the Soviet Union.

The Portuguese leader saw the major enemy of his regime, and indeed the coming threat to Europe as a whole, to be not Nazism but Communism, and specifically the Soviet Union. Salazar showed a cold war mentality well before the iron curtain fell over Eastern Europe. He believed that the internal Portuguese communist opposition would use the war (as indeed it did in 1944/45 with strikes and mass protests) as a means to mount a challenge against him. At different times during the war Salazar also suspected that Portugal’s oldest ally, Britain, would prefer to see the back of his authoritarian regime and replace it with a more democratic government linked to the return of the Portuguese monarchy.

There was an additional crucial economic element to the role of Lisbon during World War II, which came to dominate Salazar’s thinking during the war, and was to eventually lead to the country making a small fortune out of the war. Wolfram (also known as tungsten) was mined in Portugal. It was a vital ingredient of the German war machine. By 1943 the Germans and their European allies were almost totally dependent on Portuguese and Spanish wolfram to keep their armaments industry functioning. They threatened military action if Portugal bowed to Allied pressure to cut its sales to the Nazis. Given that the German army and air force were located only 270 miles from Portugal’s eastern border, this threat was taken seriously in Lisbon.

The exporting of wolfram became conditional on payment in gold, and so another layer of intrigue entered Lisbon. During the war, gold was a far safer form of payment than paper currencies, but the Allies disputed the origins of a large percentage of the gold. They argued that gold had been looted by the Germans from the countries they had occupied, and later taken from the victims of the Holocaust. At the end of the war, Nazis smuggled gold into Lisbon on its way out to Brazil and from there dispersed it across South America to help finance their postwar Nazi communities in the region. To this day, the vaults of the Bank of Portugal are alleged to still contain gold bars stamped with the Nazi insignia. In an embarrassing revelation, the Catholic Church in Portugal was forced to admit that rebuilding work at the Catholic shrine in Fatima (north of Lisbon) was paid for with Nazi gold bars that the church had mysteriously acquired from the Bank of Portugal.

After the war, the Allies, while insisting that the actions of the Portuguese government in selling wolfram had, in effect, prolonged the war, did not make Portugal return the Nazi gold it had received in payment. Instead, a quiet accord was reached in which Portugal was allowed to keep nearly all of the gold in return for allowing the United States continued access to an airbase on the Azores. The Allies’ decision was in stark contrast to the hard-line policy they adopted toward other neutral countries that had received Nazi gold and were made to return virtually all of it.

For Portugal, and the regime, the war represented as great an existential challenge as a literal battle for their lives would be, even though in practice no battlefield ever came to Portugal. The drama was to maneuver the country away from the attention of either of the warring powers. It was a policy of knife-edge neutrality, a poker game for the future. And in Salazar, Portugal possessed as wily a player as any of the belligerent nations. By 1945, Lisbon, and the wider country, not only emerged physically unscathed, but also much richer. Salazar was able to continue to rule Portugal until a stroke incapacitated him in 1968 and eventually led to his death in 1970. The Nazi gold remained largely untouched in Portuguese accounts scattered across the globe. This is the story of how Salazar and Lisbon got away with it, navigating the shadowy back alleys of wartime subterfuge to outwit fiercer and larger opponents.






 CHAPTER 1

 Sitting Out the War

LISBOETAS, SITTING AT PACKED PAVEMENT CAFÉS sipping coffee from tiny cups, learned of the outbreak of World War II from the morning newspapers, which were conveniently attached in each café to bamboo frames.1 Smoking cigarettes while their shoes were vigorously polished by one of the grubby boys who hung around the central square known as Rossio, the almost exclusively male café goers digested the latest proclamation of the Portuguese government carried on the front page of every newspaper. The proclamation warned that, while the seat of war was distant, it could not be a matter of indifference to Portugal.2 It went on to caution that the country could not expect to escape the reactions of a long and terrible war, and the government called upon the population to bear with fortitude the inevitable sacrifices and difficulties that lay ahead.3

Of greatest significance, however, was the confirmation that despite the defense obligations of an ancient alliance with England—the Anglo-Portuguese treaty of 1373, the oldest extant alliance in the world, which the government claimed it had no wish to refrain from confirming at so grave a moment—Portugal was not obliged to abandon its position of neutrality in the present emergency.4 The statement did not amount to a formal declaration of neutrality, but its intent was obvious to all.5 The dictatorship in Lisbon hoped to  quietly sit out the war.6 Among the café goers in Rossio, and in the wider country, there was widespread support for this policy of undeclared neutrality.7 The German minister in Lisbon made it clear that, for the time being, such a policy was also acceptable to Berlin, provided that Lisbon did not try to meet any of its “special obligations” to Britain.8

Decaying, shabby, and in desperate need of reinvention, Lisbon in September 1939 was a neglected sleeping beauty of a city. A few minutes’ walk away from the glamour of Rossio café society, even the spectacular deep blue autumn sky could not hide the truth that many of the city’s once beautiful buildings were revealing the consequences of decades of poor upkeep.

Plaster fell off houses in increasingly large chunks, to expose the dirty gray interior cement work that lay beneath. Cracked ornate blue decorative tiles urgently needed to be replaced. Broken windows were left unrepaired, the paint peeling from their rotting frames. Shutters were covered in a layer of sandy-colored dirt from the rain which, in the absence of any guttering, fell straight off the overhanging roof tiles. Drying linen was hung from the increasingly rusty iron railings of balconies.9 A strong smell of damp emanated from poorly maintained communal entrances to apartment buildings, and many of the steep wooden staircases, which wound up five or six floors, were caked in dust with rickety banisters that had seen better days.

By day, Lisbon was full of deep rich colors, and despite the long hot summer of 1939, the grass was a surprisingly dark and lush shade of green. Orange, purple, and red flowers grew everywhere and provided a sweet smell in contrast to the petrol-induced smoggy haze that hung over the city on certain early autumn mornings. 10 In the center of the city, strange looking trolley-trams rattled over the rails, ringing their high-pitched bells. Speeding taxis screeched as they crossed and recrossed the highly polished tram rails that had warped in the heat.11 In Lapa, the diplomatic area and smart suburb to the west of the city center with superb vistas  to the river below, there was the constant noise of crane sirens and ships’ horns emanating from the busy docks at the foot of the hill.12 Foreign diplomats sat in shaded embassy gardens awaiting instructions from their respective governments, while continuing to mingle and party with Lisbon’s small elite.13

During the hours of darkness, Lisbon was a noisy city, dogs barked and cocks crowed almost all night.14 While the lights were going out across the rest of Europe, Lisbon remained brightly lit, with neon advertising signs glowing from the top of buildings lending additional illumination to the brilliant white light of the street lamps.15 River mist and fog often rolled in at night, giving a distinctly noir movie atmosphere. The city, with its narrow streets and high-walled gardens, resembled Naples or Sicily more than any city in neighboring Spain.16
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The Avenida de Liberdade, which ran out of the top of the Rossio climbing gently straight up towards the city park, was the Champs-Élysées of Lisbon. The Avenida had opened in 1882 and was the finest road in Lisbon. It was 1,500 meters long and 90 meters wide, and was home to two theaters, four cinemas, and several street-side cafés. Many of the city’s glamorous luxury hotels such as the Hotel Tivoli and Hotel Aviz were located along, or close to, its wide tree-lined boulevards.17

The Hotel Aviz became the permanent home of the financial refugee, Calouste Gulbenkian, known as Mr. Five Percent for the share of oil wealth that accrued to him from deals across the Middle East. Gulbenkian was reputed to be the richest man in the world. He arrived in Lisbon during the war, after the Portuguese had provided him with assurances about his financial empire. More often than not, Gulbenkian dined alone in the hotel with his secretary and valet sitting at a table close by, in case their services were required.18 Later in the war, Gulbenkian would run into trouble with the Allies over the attempted sale of a 2 percent stake that he  owned in the Reichsbank.19 He claimed improbably that he needed to sell these shares, valued at 3 million marks, in order to meet his personal and business needs in Portugal.20

Using his considerable wealth, which was readily available to him, Gulbenkian bought art from Jews who were in financial distress in Lisbon. The American embassy in Lisbon reported that he purchased a number of masterpieces from Henry Rothschild, who was a refugee in the city.21 The works came from the National Gallery in London, and according to Allied sources, Gulbenkian made three payments to Rothschild totalling 1,355,000 escudos (approximately $54,200).22 Working away in his hotel suite, Gulbenkian was uninterrupted in his business transactions during the war, although he was closely monitored by the British embassy in Lisbon and by the Treasury in London.23

The summer of 1939 had not been a vintage year for Lisbon hotels. Room occupancy rates were down, due in part to the small number of foreign visitors to the city, and also to the aftereffects of a difficult decade that saw Portugal struggle to emerge from the economic depression.24 Lisbon in 1939 was well off the beaten track for most foreign tourists. Those who did venture to Lisbon flocked to its coast and, in particular, the seaside resort of Estoril, complete with its casino and mild year-round climate. Everything, however, was about to change, as within one year Lisbon’s hotels would be full to overflowing with refugees, diplomats, and spies from both sides in the war. Hotels had to open additional wings, or annexes, to try to meet the increased demand. Even so, finding a room in a Lisbon hotel from 1940 to 1942 was no easy task.

Almost overnight, after the outbreak of the war, Lisbon became one of the major centers of world affairs: Its geographical position; its excellent shipping facilities for traffic to the Mediterranean, and to North and South America; the strategic importance of the Azores and the Portuguese colonies in Africa and the Far East; and the existence in Portugal of vitally needed raw materials such as wolfram gave Lisbon a sudden importance to the plans of both  sides in the war.25 Naturally, all of this newfound importance had a potential downside: If Lisbon did not reassure each side of its neutrality, then it faced at least economic sanctions from the Allied powers, and outright invasion by the Germans, possibly with the help of the Spanish. One man, as a result, faced the ultimate challenge of trying to successfully navigate Portugal, and its colonies, through the geopolitics of World War II.26






 CHAPTER 2

 The Most Beautiful Dictator

PORTUGAL’S LEADER, DR. ANTÓNIO DE OLIVEIRA Salazar, whom one senior British official described as the most physically beautiful of all the European dictators, sat alone in his sparsely furnished office in the prime minister’s residence behind the magnificent Palace of São Bento, assessing the international situation on a daily basis.1 As usual his desk was crammed with well ordered piles of official papers and correspondence. A photograph of a sombre looking Benito Mussolini sat on the right. When later Salazar became disillusioned with Mussolini, the picture was replaced by one of the pope.

Salazar was frugal; he didn’t use heating.2 Instead, he worked with a rug round him and, to further insulate himself from the cold Lisbon winter, he also wore his overcoat when he worked at his desk.3 Salazar’s thrifty and simple approach to his work life was heavily highlighted in Portuguese newspapers of the era such as O Seculo.4 The idea was to try to install the values of Salazar into the ordinary Portuguese.

A man hugely dedicated to his job and country, Salazar was determined that his carefully crafted policy of neutrality would save the nation, and the Portuguese empire, from the horrors of war.  At the start of World War II, Salazar served as the president of the Council (prime minister), a position that he had occupied since 1932. Salazar, however was no believer in primus inter pares and he simultaneously also held the cabinet portfolios of war, foreign affairs, and finance. In this respect, his style of rule resembled more that of Benito Mussolini of Italy, who also held multiple portfolios during times of crisis, than the Spanish dictator General Francisco Franco, who never headed a ministry.5

Political power, as a result, was almost totally centralized in Salazar’s hands, whose love of detail, ability to work long hours, and apparent lack of interest in a social life or family allowed him to deal personally and directly with issues, which other leaders would have delegated to their lieutenants.6 The huge amount of personal and political correspondence that Salazar got through during this period is testament to his ability to take an interest in managing almost all affairs of state.

Salazar’s typical working day started with breakfast at eight-thirty, during which he read the newspapers, after which he worked, usually in his office, until two.7 Between two and four, he took a fifteen-minute lunch, a walk, and met with visitors.8 From four until six, he rested and took a walk in the gardens of his residence at São Bento and from six until nine, he was back at his desk. After this he had a light supper by himself before returning to work until midnight.9 He rarely changed his routine. He wasn’t teetotal—with his meals, he enjoyed a glass of wine from the Dão region where he had been born—he never smoked, and he enjoyed reading the latest editions of economic journals in order to relax and keep abreast of developments in the academic study of the economy.10

Salazar was clearly one of the most intellectually gifted men of his generation. A university professor at Coimbra, he stood head and shoulders above the other political and economic personalities of the day in Lisbon.11 He remains, however, one of the most divisive figures in Portuguese history. Given Salazar’s continued controversial  status in Portugal, and internationally, it comes as little surprise that his wartime policies remain misrepresented, misinterpreted, or simply misunderstood in many of the accounts of Portugal and World War II.12

Salazar was the son of a small freeholder in the hamlet of Vimieiro, near the dreary town of Santa Comba Dão in the province of Beira Alta in central Portugal. He was originally destined to become a priest, and undertook much of the required training and learning to fulfil this aim.13 Although Salazar gave up on his attempt to join the Catholic Church, he never really left it. The influence of the church could be seen in both his personal conduct and also in the philosophy and policies of the governments he led. The powerful role of the church among Portugal’s mainly peasant rural population was a central feature of Portuguese society.

After studying law at Coimbra University, Salazar accepted a teaching position. He never married, although he evidently enjoyed the company of women. There is a story that his first, and perhaps greatest, love ended badly when her parents thought that Salazar, the son of a peasant, had few future prospects and forbade the girl to see him anymore.14 It is said that when he returned to Santa Comba Dão for the funeral of his mother—he was already prime minister—he spoke to the girl, but not to her parents.

This setback came as something of a jolt to the academically brilliant and socially confident Salazar. It was a stark reminder to him of the existing social order of the day.15 For much of his life, a peasant girl, Dona Maria, who went with Salazar to Lisbon and served as a type of housekeeper, looked after him. She was said to be familiar with some of the affairs of state, but had little influence over Salazar’s thinking. She remained with him throughout his thirty-six years as prime minister, and until his death in 1970.
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It was during his time in Coimbra that Salazar met Manuel Cerejeira, a priest from the Minho district in northwestern Portugal. The  two men came to share a house in what was a usual arrangement at Coimbra University in a republica (a house where students live). Salazar and Cerejeira lived together from 1915–1928, a period that covered their student days and the early part of their respective careers.

Years later, while talking about Salazar to the French writer Christine Garnier, Cerejeira described him as a man of many contrasts. 16 He argued that Salazar enjoyed the physical beauty of women, but lived the life of a monk.17 He also pointed out that there was always a sense of conflict going on in Salazar’s head between skepticism and passion and between kindness and harshness.18 In truth, Salazar’s friendship with Cerejeira was an important stage in helping him develop his academic power base within the University in Coimbra.19 In later years however, the friendship of the two old housemates would be placed under great stress.

Both men were destined to eventually leave the comfort and ordered life of Coimbra University and came to Lisbon. Once in Lisbon they were to move up rapidly through the respective ranks of the political and church hierarchies to assume the two central positions in Portugal: head of the government, and head of the Catholic Church. Cerejeira rose the through the ranks of the Catholic Church to become initially, in 1929, the patriarch of Lisbon. A month after becoming patriarch, he was appointed cardinal and served for nearly forty-eight years.

In 1928, Salazar arrived in Lisbon, very much an outsider to the establishment, to be appointed minister of finance. As the British noted from the moment he entered the government armed with dictatorial powers, Dr. Salazar addressed himself to the task of regenerating his country.20 Working with incredible zeal and showing great stamina, Salazar tried, almost unaided, to turn the economy around. He wrote up his own reports, carefully studied economic conditions, and personally went through the books of each government department to see if it were possible to make major improvements and savings.21

Eventually, with a series of well-planned reforms, and without course to foreign borrowing, he succeeded in placing the public finances on a sound footing.22 Salazar had also endowed the country with a long period of internal political stability, unknown during the previous Republican epoch.23 Even when governments fell he remained in place as minister of finance before finally being appointed to lead the country in 1932.

There is some debate as to how original his economic reforms really were, and also some disputes over the authenticity of the economic data of the era, but it is clear that his policies helped save Portugal from virtual collapse. Indeed, the resulting legitimacy of the dictatorship he eventually formed and led was based on economic successes rather than personal charisma or military victories. This type of legitimacy set him aside from the other European dictators of the era.

Despite these economic successes, the agricultural workers and industrial wage earners who continued to have to live on their meager wages did not regard his regime with any enthusiasm. His loftily worded addresses explaining his ideology and rationale for policy went over their heads. As a result of his failure to connect with the masses or overtly improve their economic lot, there was a large degree of widespread opposition to the regime, and to Salazar in particular, from divergent forces, many of which were related to the communists.24

For Salazar, the onset of World War II was not just about a challenge to the sovereignty of the nation but also, given his belief that opposition forces would use the war as a catalyst to attempt to overthrow him, to the future survival of the regime. This internal dimension to the war was never far from Salazar’s mind and to some extent drove his policies towards the war.

The British Foreign Office characterized “Salazar the man” as having the shrewdness and parsimonious habits of the peasant; the native caution of the village dweller who mistrusts the prattle of the marketplace and the motives of others; and the cold detached  outlook of the scholastic churchman who has been taught to appraise the puppet show of human endeavor sub specie aeternitatis. Added to the principles of canon law and of orthodox political and economic theory imbedded in his student days at Coimbra, moreover, was the pedagogic training acquired after graduation, during the years when Salazar joined the university faculty in the inbred intellectual atmosphere of this ancient and very old-fashioned seat of learning.25

Flatteringly, the Spanish leader, General Francisco Franco, stated in an interview with Le Figaro that Salazar was the most complete statesman, and the one most worthy of respect, that he had known.26 Franco went on to say that he regarded him as an extraordinary personality for his intelligence, his political sense and his humanity. Salazar’s only defect, he added, was his modesty.27

By the end of the 1930s Salazar had clearly developed into a respected international statesman, and the majority of the Portuguese population were either generally supportive of his regime or saw it simply as inevitable. The country remained terribly poor, but there was a degree of economic and political stability. Salazar understood, however, that all his accomplishments were imperiled if the country had to participate in a costly war.






 CHAPTER 3

Preparing for the Worst

AS A MAJOR WAR LOOKED EVER MORE LIKELY, SALAZAR spent much of the first part of 1939 carefully planning how Portugal would respond to such a development. In meetings with officials, and in long solo walks in the large secluded garden that surrounded his office, Salazar had thought through a policy that, in the event of war, would see Portugal attempt to stay neutral. Salazar’s famed analytical and intellectual skills were hardly required to arrive at such a policy. With a small and badly equipped military force, and with its old ally, Britain, unable or unwilling, to formally guarantee its sovereignty, Lisbon had no real means of defense and therefore its best option appeared to try to remain outside of the fray.1 The notion of neutrality was a logical policy option, but what was going to prove more challenging for Salazar was how to maintain this position of neutrality as Portugal, and its colonies, became ever more important to both warring sides.

Salazar proudly proclaimed to the National Assembly in a speech on October 9, 1939, that on no account would Portugal take advantage of its position of neutrality to make business out of the war.2 It is clear, however, that, for a variety of reasons, including his own strong economic instincts, Salazar could not resist the temptation of breaking this promise at almost every stage.3

Salazar’s speech, and especially the promise not to cash in on the war, was widely reported in the British press. Among many British newspaper readers there remained a sense of mystery as to how Britain’s oldest ally should, in the hour of need, choose to remain neutral. During the speech, Salazar had strongly reaffirmed the Anglo-Portuguese alliance, and had explained how England approved of Portugal’s neutrality.4

The speech did reveal another vital part of Salazar’s priorities, the importance of the maintenance of the integrity of the Portuguese empire.5 In truth, despite his ice coolness in dealing with diplomatic matters, Salazar had been extremely irritated by the British government, and the consequences for Lisbon of Neville Chamberlain’s policy of appeasement towards Germany—a policy that led the government in London to offer parts of the Portuguese empire to Germany without the consent of Lisbon.

The British double dealing involved an offer reputedly made by an increasingly desperate Chamberlain to Adolf Hitler the previous year to try to resolve the German colonial issue once and for all. Among other concessions to Germany, Chamberlain offered Portuguese-controlled Angola. Hitler was reportedly initially interested in the offer and asked what would happen if the Portuguese objected. Chamberlain said that, in the end, Portugal and the other colonial powers involved would cooperate. He went on to argue, however, that it was vital to keep the plan secret from Lisbon and the other powers at the present. Great effort was made to brief the British press to keep the proposals quiet, but there was a strong suspicion in Lisbon of what the British were up to with Hitler. In the end, Chamberlain’s offer came to nothing: The Fuhrer rejected the offer arguing that the colonial question could wait for up to ten years to be resolved.6

Lisbon’s irritation with the British over the colonial issue could be traced back further, to the Peace Conference that followed the end of World War I. Portugal had started the war as a neutral, but  later its forces joined the fighting. Portugal’s ill-trained and poorly equipped soldiers suffered heavily in France with around 700 killed and 33,000 total casualties.7 In percentage terms, total fatalities amounted to 7 percent of the total mobilized Portuguese fighting force.8 Although these figures are not as dramatic as those from the major participants in the war, the resulting political instability in Lisbon after the war was profound. To add to the injuries, during the Peace Conference, the Portuguese correctly suspected that the Allies were proposing to transfer a part of Angola to Belgium in order to give the Belgian Congo an Atlantic Coast.9 At the conference, the Portuguese had also failed to secure additional lands from German East Africa to add onto Mozambique.10 In Lisbon, the British were old—but not entirely trustworthy—allies.

The British ambassador in Lisbon, Sir Walford Selby, was a regular visitor to Salazar’s office and enjoyed a somewhat distant workmanlike relationship with the Portuguese leader. By his own admission, Selby was in the twilight of his diplomatic career and represented the old school of the Foreign Office.11 He had previously served as a private secretary to five foreign ministers, and Lisbon was to be his last job before he retired at the age of sixty.12

Selby was viewed as bureaucratically sound but, according to a colleague, he lacked self-confidence and did not have good oral skills or powers of persuasion. In times of peace, Selby, the old-fashioned English gentleman who got on well with Portuguese officials, was more than competent, but amid the intrigues of war he lacked the stamina and dynamism to be head of mission in a city that moved to the center stage of world events.13 As David Eccles, who worked for the Ministry of Economic Warfare out of Lisbon and Madrid suggested, it was not in the wartime interest of His Majesty’s Government (HMG) to be represented by someone who couldn’t deal effectively with Dr. Salazar.14

Selby’s opposite number, the Portuguese ambassador to London, Armindo Monteiro, was nearly as British as Selby. He spoke  better English than most Englishmen, and had all the mannerisms of an old–fashioned, public school–educated, upper-class English gent. It will come as little surprise that Monteiro was a highly popular personality with leading conservative politicians and the British Foreign Office. Monteiro, a former Portuguese foreign minister, was a strong Anglophile who had spent the prewar period developing close personal relationships with the political and diplomatic elite in London. He was skeptical of General Francisco Franco, and believed that the Falangists posed a major threat to Lisbon’s independence.

In Monteiro’s opinion, Portugal’s best course of action was to tie itself closely into the old alliance with England. As World War II developed, Monteiro’s role became central to Lisbon’s relationship with London, and he would increasingly come to disagree with Salazar’s wartime policy. The detailed and, at times, passionate correspondence between Salazar and Monteiro remains one of the most interesting chronicles of Lisbon’s role in the war.

At the start of the war, both Monteiro and Selby noted a growing number of misunderstandings between Lisbon and London over the question of Portuguese neutrality.15 For Salazar the aims of neutrality were clear. He did not view neutrality as a rigid policy, but rather one that could be adapted to events and changing circumstances during the war. Salazar understood that to some extent, he would have to play both sides and also that he would in turn, be played by both sides. What was more important for Salazar was achieving his own wartime objectives: to prevent an invasion of Portugal by Germany or Spain or both, which would result in the occupation of his Lisbon and his having to flee and lead a government in exile. He also wanted to avoid Portugal being used as a battleground by foreign armies. The Peninsular Wars between Britain and France in the nineteenth century led to large parts of the Portuguese royal family, and economic and political elite fleeing to Brazil, where they set up court and helped to develop their new home.16 Many never returned; the detrimental impact on the  pace of development in Portugal, and increase in political instability, was felt for decades.17

Two additional aspects of the Peninsular Wars were not forgotten in Lisbon. The British destroyed much of the center of the country with their “scorched earth” policy against Napoleon’s armies, an action that took away some of the country’s best agricultural lands.18 While the war almost bankrupted Portugal, the Rothschild family, and in particular Nathan Rothschild, made a fortune out of it by effectively bankrolling the Duke of Wellington’s campaign.19 Part of Nathan Rothschild’s process of getting money to Wellington involved the smuggling of gold bullion.

Even a less gifted student than Salazar would have been able to quote the more recent example of Portugal’s involvement in World War I as a rationale for remaining neutral in World War II. Portugal initially declared its neutrality at the start of that war, but eventually joined the Allies in 1916 with disastrous consequences for the internal political, social, and economic stability of Lisbon. In truth, the link between external events and challenges to the continued rule of his authoritarian regime was never far from Salazar’s mind. In the autumn of 1939, while devoting considerable time to the present, Salazar also had an eye on the future, and what Europe and the world would resemble at the conclusion of the war.

Salazar’s worldview had not been developed through visits to foreign lands—he had rarely traveled out of Portugal—but through scholarly reading and good old rational thought.20 The major challenge during the early part of the war was to deal with the perceived threat of an invasion of Portugal by Germany, or a proxy one by Spain. The British Chiefs of Staff calculated that if Spain launched a military invasion of Portugal it would take them just under three weeks to reach Lisbon and, in effect, take over the country.

Salazar was aware that there were elements within Spain who saw the takeover of Portugal as a major part of Spanish imperialist territorial ambitions. These claims were widely disseminated in Falangist propaganda against Lisbon.21 On June 16, 1939, for example, the London Evening Standard had reported a story that Spanish “fascists” had urged the seizure of Portugal. The fascists correctly claimed that Portugal had no effective military power to defend her home or colonial territory.

The story was in turn picked up by the Portuguese Secret Police, the PVDE (Polícia de Vigilância e de Defesa do Estado) and was cataloged in their reports of external propaganda, then subsequently passed onto the Portuguese leadership.22 That would not happen until May 1941, however, when Spain drew up formal preliminary detailed plans for the invasion of Portugal. At the time, one of General Franco’s aides suggested to a German diplomat that a war against Portugal would be a useful diversion from Spain’s internal political troubles.23





 CHAPTER 4

 Mixed Messages

SALAZAR, SITTING IN HIS LISBON OFFICE AT THE outbreak of World War II, was not unduly fearful of the imperialist agenda of General Franco towards Portugal, at least compared to his concern that Spain might declare support for the Germans and join the Axis powers. Here Salazar found common ground with the British, who were desperately concerned that Spain would throw its lot in with Germany—which, like Salazar, had supported Franco during the Spanish Civil War. In Germany, there was growing frustration that Spain had not immediately joined the Axis powers, and Hitler brought strong pressure to bear on Franco to fall into line. Unwittingly, Salazar had found a vital role for himself and Lisbon: to persuade Franco to remain out of the war.

During the initial stages of the war, the British used Salazar’s relationship with Franco to relay messages to the Spanish leader, and to help convince him to accept specific British economic and political policies towards the Iberian Peninsula. Ambassador Selby passed on requests from the Foreign Office and the Ministry of Economic Warfare. After the war, historians and participants hotly debated the role Salazar played in ensuring Spanish neutrality. Many factors contributed to the Spanish decision, not least the tide of war turning from 1942 onwards against the Axis powers, but the role of Salazar in reassuring and, at times, convincing Franco that  neutrality remained the best policy and should not be underestimated. Salazar’s role appears all the more remarkable given that his country was under direct threat of invasion from its bigger neighbor.

By the spring of 1940 Lisbon was starting to experience the impact of both the Allied and German propaganda campaigns to try to curry favor with the Portuguese. Salazar was somewhat irritated by the efforts of both sides.1 He tried—largely in vain—to prevent some of their media activities through his state censor, who blocked the publication of offensive articles or certain films. Early German efforts were largely conducted by mail in an attempt to try to evade the censor.2 Pamphlets depicting German war successes were produced locally and sent from Madrid.3

British propaganda in Lisbon was initially limited: London didn’t produce much and the Lisbon-based reporters of British newspapers had difficulty interesting their respective editors in Lisbon. When the British propaganda machine did eventually grind into gear, much of the material produced resembled their German counterparts’ material in style and layout. Later in the war, Malcolm Muggeridge, who was based in Lisbon while working for British intelligence, noted on his walks two adjoining shops that were exhibiting British and German propaganda pictures and publications, which he felt rather oddly resembled one another.4 Different brands of the same commodity, he suggested, like Coke and Pepsi.5

During this “phony” stage of the war in late 1939, the German propaganda machine in Lisbon attempted to convince Salazar that the British were planning to try to overthrow him and his authoritarian government.6 Indeed, German propaganda went further, suggesting that the British were threatening the life of Salazar.7 For some time before, Salazar had suspected, wrongly, that the British were growing increasingly frustrated with his regime, and wanted to replace it with a return of the Portuguese monarchy and some form of democratic government.8 Salazar was right about the  British frustration, but wrong about any concerted or coordinated British plot to get rid of him.

The Germans’ efforts to sow the seeds of paranoia in Salazar’s head were part of a wider scheme employed by both the Allies and Axis powers operating in Lisbon to try to convince the Portuguese of the true identity of their real enemies. Both the Allies and Axis powers believed that Salazar could be brought more onto their respective side once he understood where Lisbon’s best interest lay. In reality, Salazar proved far too clever for most of these plots to stand any chance of success.

At the early stage of the war there was growing concern among the large and vocal Anglo community in Lisbon that the Germans were winning the propaganda battle. As one British expat noted, German propaganda was as fierce as ever. He went on to warn that the Germans were spreading ridiculous rumors about the British and the French, and that the Portuguese were not at all sure which was the winning side. Another British resident suggested that while Germany gained ground and conquered further sympathies, Britain was losing ground.9

Under pressure from London, Selby raised the issue of German propaganda, and other activities, with the Portuguese on May 8, 1940, and received a lame assurance that any foreigner abusing the hospitality afforded him would be punished accordingly.10 Subsequently, German activity in Lisbon intensified rather than dwindled, and by June 1940 there were calls from some senior figures in Lisbon’s Anglo community for a change of policy at the British embassy in the city.11

The German ambassador to Portugal, Baron Oswald von Hoyningen-Huene was playing the game very cleverly.12 A man of the old aristocratic school of the German diplomatic service, Hoyningen-Huene had been busy developing closer ties between Berlin and Lisbon during the prewar period. He studied, and understood, Portuguese history and culture, and appealed to the nationalist sentiments of Salazar and other senior Portuguese  personalities.13 He gave talks at universities in Lisbon and Coimbra on the past glories of the Portuguese Empire and positioned himself as a strong supporter of the culture and symbols of the Portuguese Estado Novo. Naturally, all of this was designed to appeal to Salazar, who, to some extent, took the bait without ever developing close personal ties with the ambassador. After the war, however, Salazar allowed Hoyningen-Huene to settle permanently in the Lisbon area, where he lived out his retirement.

Sharp, clever, and diplomatically astute, Hoyningen-Huene was good at socializing and an obsessive networker. He was a regular guest at the high table of the dinner parties of the Portuguese and international elite in Lisbon during the war, and saw his mission as trying to loosen Anglo-Portuguese ties. Hoyningen-Huene was to play a central role in Lisbon as the war developed, and in particular in the negotiations over vitally important wolfram supplies from Portugal to Germany. The British duly noted that he was a very able man, and his impressive performance led, in part, to the decision to replace Selby with a more suitable ambassador to deal with the German propaganda onslaught.14

In the early stages of the war the German propaganda effort in Lisbon was best served by the continued military successes of Hitler.15 The greater the success, the more reluctant the Portuguese were becoming to mention the old alliance with Britain for fear of antagonizing the Germans. The government in Lisbon, simply, was showing signs of wanting to back the side that looked most likely to win the war. On the ground, Muggeridge noted that when the war was going badly for the Allies, the Portuguese fell over themselves trying to please the Germans.16 He also observed that the number and rank of Portuguese officials that would show up at a garden party at British Consulate-Generals rose and fell in relation to the latest communiqués from the front.17

As the war developed, so the quantity and quality of the propaganda from both sides increased. In newspapers, at newsstands, and in dedicated shops, the Allies and Germans competed for  people’s attention. There is little evidence, however, to suggest that all the effort, time, and money that both sides put into their campaigns led to any major change of public sentiment in Lisbon towards the warring sides.

The more pressing issue for Salazar than propaganda was the organization of the defense of Lisbon and Portugal. This issue had become something of another prewar bone of contention between Lisbon and London. There were two important related problems. The first centered upon a potential renegotiation of terms of the historic alliance between the two countries, modifying Britain’s obligation to defend Portugal and encouraging Portugal to become more self-reliant. The second concerned the sale of arms by Britain to Portugal. The British had hoped to sell Lisbon arms in order to help develop the Portuguese armed forces and increase the Portuguese army’s ability to defend the country. At various stages of the negotiations over arms sales, Salazar procrastinated, arguing that many of the arms that the British were trying to sell were overpriced and already obsolete. The process was torturous and created a degree of ill feeling between the two countries. In the end, and much to British annoyance, Salazar looked to other countries to supply much of Portugal’s arms—including Germany.

During the spring of 1940, the ongoing question of the best way to defend Lisbon was set against the backdrop of French reports of Spanish troop movements towards the Portuguese border.18 In the atmosphere of nervousness in Lisbon, such rumors and reports added to the already high state of anxiety. The British added to the paranoia by accusing the Axis powers
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