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July 18, 1979 

MEMORANDUM FOR FILES 

Subject: Portugal 

Patrick de Fontenay called, before going to dinner tonight 
with Constancio and Silva Lopes, to report on his day in Lisbon. 
When he arrived in Lisbon, Nunes had explained that the Prime 
Minister (PM) wanted to talk to him about the question of the upward 
adjustment of public tariffs •. They then saw the PM together. The 
latter had mused about the political difficulties in raising prices 
and said that it would be better to solve the financial d~fficulties 
of public enterprises by restructuring and reorganization measures. 
Could we not accept a commitment that they would make enterprises 
financially viable in that manner instead of insisting on price 
increases? Patrick had said that we could not. This was a sensitive 
question also in the Fund and many of the price increases that had 
been envisaged were already too low in the light of the latest 
developments. The PM said that he understood the Fund's position 
and would further examine the question. This almost certainly means, 
according to Patrick, that the stand-by is off, at least for the time 
being. 

Patrick would return to Paris tomorrow and call again 
should he learn anything interesting at the dinner. 

A. Pfeife~ 

cc: SED 
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Office Mem orandu,m 

TO The Deputy Managing Director DATE: 

FROM L. A. Whittome lo/ 
SUBJECT , Visit to Portugal 

Minister Nunes telephoned to ask that Mr. de Fontenay pay 
a very brief visit to Lisbon to discuss price increases with the 
Prime Minister. Mr. de Fontenay is on home leave but we have now 
arranged that he fly from Paris to Lisbon on July 18 returning to 
Paris on either July 19 or 20. Mr. Dini is aware. 

May I please have your approval for this travel please. 

cc: Mr. Clark 
Mr. Van Houtven 

July 13, 1979 
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July 13~ 1979 

MEMORANDUM FOR FILES 

Subject: Portugal 

Mr. Nunes telephoned yesterday to ask if Mr. de Fontenay 
could call briefly--he specifically said for one day only--in 
Lisbon some time next week. Later Mr. Silva Lopes phoned Mr. Dini 
and said that in his opinion it might be unwise to send a mission 
unless we were reasonably certain that an agreement would result-­
he implied that he himself was far from certain •. I told Mr. Dini 
that wires had obviously become crossed and that a mission was 
not in question, indeed Nunes had made it plain that he was not now 
thinking in terms of any agreement with the Fund. 

Later I phoned Mr. de Fontenay and today he told me, 
that he could arrive in Lisbon from Paris on Wednesday July 18 
(AF 501) returning to Paris either Thursday or Friday. 

I called Nunes back but did not find him. I spoke to 
his assistant and asked for an early answer. 

When an answer is received Mr. Dini must be warned (he 1 
may also want to be present), a hotel booking must be made 
(Tivoli-Jardim), Mr. de Fontenay must be told and management 
approval must be sought. 

)/Iv 
L. A. Whittome 

cc: SED 
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TO 

FROM 

SUBJECT : 

Of /ice Memorandum 

Mr. Whit~//,. 
P. de Fontenay 

Portugal 

DATE: July 2, 1979 

This note summarizes the present position with respect to Portugal. 

1. On our last visit (May 16-29), we reached an agreement ad 
referendum on a program for a stand-by arrangement in the first two credit 
tranches and on a Letter of Intent. 

2. The agreement was conditional on (a) the budget coming out of 
Parliament as assumed (i.e. minus the extraordinary tax on labor income); 
(b) the "budget decree", which implements the new budget, freezing part of 
the appropriations. Initially we had agreed on freezing 4 per cent of current 
expenditures and 13 per cent of capital expenditures but at the last meeting 
in Lisbon Dr. Nunes agreed to raise these percentages in order to offset 4 of 
the ESc. 7 billion shortfall resulting from the expected rejection by Parliament 
of the extraordinary tax on labor income,and; (c) increases of 25-30 per cent 
in public utility rates and oil product prices. 

3. Apparently Parliament did not amend the budget significantly 
beyond the expected defeat of the extraordinary tax, while (b) arid (c) are 
properly speaking preconditions, We do not know as yet whether the budget 
decree was issued and in what form. The,,Gov~rnment resigned without taking 
the necessary price measures. 

4. Based on past experience (see attached note by Mr. Stuart), a 
solution to the current Government crisis may take some time.,particularly since 
the President has decided to proceed slowly and carefully in seeking a solution 
to the present crisis. Also it would be unadvisable to go to Portugal again 
until price measures have been adopted (unless it was felt we could again try 
to give another push in that direction). At a minimum, the next mission will 
need to check the budget voted by Parliament and how it was implemented, assess 
the impact on public finances of the delay in raising administered prices, and 
shift the program period from a March to March year to a June to June year. 
However, this should not represent a major problem, particularly i.f a p;rogram 
review takes place before the end of: .1979, and the March and June 1980 credit 
ceilings become performance clauses only after the review. 

5. On balance it would be desirable to attempt to reach an agreement 
as early as possible. We continue to believe that a program would provide some 
safeguard against the likelihood of the public finance situation getting out of 
hand. For their part, the Portuguese are probably anxious to lower the rate of 
depreciation, and while they can obtain some external bank financing without an 
agreement with the Fund, such an agreement would certainly make it easier. 

cc: SED 
Mr. Osunsade 
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TO 

FROM 

SUBJECT: 

Of /ice Memorandum 

Mr. de Fontenay 

Brian C. Stuartf~C: 

Portugal-~Timing of Government Formation 

DATE: June 27, 1979 

Although no one is, as of yet, speculating on when a new government 
will be in operation in Portugal, I thought it might be useful to review 
the timing of three recent government crises. 

On December 8, 1977, the First Constitutional Government of Dr. 
Mario Soares was defeated in Parliament. On December 28, 1977, Dr. Soares 
was reappointed as Prime Minister, some 20 days later. On January 26, 
1978, 29 days later, a new cabinet was announced and 17 days later, the 
cabinet was approved by Parliament. The crisis lasted~ days. 

On July 27, 1978, Dr. Mario Soares was dismissed as Prime }ti.nister. 
Two weeks later, on August 9, 1978, Dr. Nobre da Costa was appointed 
Prime Minister. It took an additional 19 daY.s ·for a cabinet to be announced, 
on August 28, 1978. On September 14, 1978, the Third Constitutional 
G6~ernment was defeated by Parliament, 50 days after the dismissal of the 
Soares government. · 

On October 25, 1978, 41 days after the defeat of the government of 
Nobre da Costa, Dr. Mota Pinto was appointed Prime Minister. Despite the 
long interval before his appointment, it required an additional 24 days to 
announce a cabinet on November 18, 1978. On December 12, 1978, some 24 
days later, the government program was accepted by Parliament. Thus it 
took/66 days in the first case, 50 days in the second case, and 89 days in 
the third between the emergence of a government crisis and the decision of 
Parliament on a new government. 

The present government crisis began on June 6, 1979 when the 
cabinet of Mota Pinto resigned. Should it take 50 days for a new government 
to gain Parliamentary approval, this would occur on July 26; 89 days would 
move the date back to September 3, 1979. 

Between the time a Prime Minster was appointed and a parliamentary 
decision was taken, between 36 and 48 days ·: _ , ,- elapsed in the 
three recent crises. If a government were formed today, a 36 day interval 
would place the date of a parliamentary decision on August 2, 48 days -
August 14, 1979. 

These intervals might overstate the required time for the formation 
of a government with parliamentary approval; if a party government is to be 
formed, the selection of a cabinet might take much less time than in the 1978 
crises. Although it should be noted that the one case when a party government 
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was being formed, in January 1978, it took the longest of the three cases 
to form a cabinet -- 29 days. From the formation of a cabinet and the par­
liamentary decision in recent crises, the time interval ranged from 17 to 
24 days. Thus, if a cabinet were to be announced on July 2, the government 
might have parliamentary approval by July 19 or July 26. 

cc: Mr. Osunsade 
Mr. Mitra 

Sunnnary of Government CrisesS 

First Crisis - December 8, 1977 - February 12, 1978 

Event Date 

J' ' Soares government 
defeated in Parliament December 8, 1977 

Soares appointecli'new 
Prime Mi.nist.er December 28, 1977 

,,,, •'. 

New Cabinet Announced January 26, 1978 

Government appTo:;recl.:" 
by Parliament February 12, 1978 

Second Crisis - July 27 - September 14, 1978 

Event 

Mario Soares 
dismissed 

Nobre da Costa 

Date 

July 27, 1978 

appointed Prime Minister August 9, 1978 

Cabinet Announced August 28, 1978 

Government defeated 
by Parliament September 14, 1978 

Days Since 
Last Event 

20 

29 

17 

Days Since 
Last Event 

14 

19 

17 

Third Crisis - September 14, 1978 - December 12, 1978 

Event 

Nobre da Costa 
government de­
feated in Parliament 

Date 

September 14, 1978 

Days Since 
Last Event 

Total Days 
in Crisis 

20 

49 

/~6 

Total Days 
in Crisis 

14 

33 

50 

Total Days 
in Crisis 
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0 Event Date Days Since Total Days 
Last Event in Crisis 

Mota Pinto 
appointed 
Prime Minister October 25, 1978 41 41 

Cabinet announced November 18, 1978 24 65 

Parliament accepts 
government December 12, 1978 24 89 

0 

0 

0 

0 
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TO 

FROM. 

SUBJECT : 

Office Memorandum 

Mr. L.A. Whittome 

Brian Rose t,q... 

Portugal 

. OATii: June 15, 1979 

Mr. de Fontenay came to see me today to discuss the vacation plans of 
Mr. Stuart and himself. Each of them wisheA to go on leave on July 5, with 
Mr. Stuart returning on July 22 (Sunday), anlMr. cie Fontenay sailing from France on 
July 30 and arriving in Washington on August s·csunday). While Mr. de Fontenay 
expressed every readiness to interrupt his vacation to go on amission to 
Portugal if necessary, I told him that it was my opinion (assuming that the 
Portuguese do not get in touch with us before July 5) that he and Mr. Stuart 
should both proceed with their vacation plans and that we should inform the 
Portuguese that it would be possible for a short mission to take place if 
necessary from July 23-27, or alternatively and less desirably, after July 30. 

While I am sure we must try to cooperate with the Portuguese, it is 
also worth noting that this would be Mr. Stuart's fourteenth trip in three years 
and that a few weeks here or there really cannot make that much difference. 

cc: Mr. de Fontenay 
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Office Memorandum 

The Ma.naging Director . 
TO The Deputy Man~ .. Birector · .. 

P. de Fontenay,f1' · · .. · · 

DATE: 

FROM 

SUBJECT :. .Portugal - Stand.;.by Negotiations 

A tentative agreement has· been reached with Port_ugal on a stand ... by. arrange­
ment in the first two credit tranches. ·The agreement is conditional·on the authori­
ties' raising public utility rates and'gasoline prices by a suffieient amount. 

The negotiations took an unexpected turn when on the day·before the scheduled 
ending of the discussions, and· before .we could present our proposals, ·the Portuguese 
announced that, regretfully, they would not be'in a position to negotiate a stand-by 
program at this stage and asked whether the negotiations could be postponed until 
after the Parliamentary debate on the budget.' They did not indicate any reason for 
this reqUGs.t;;. but our guess was that they expected Parliament to amend the Government's 
budget.proposal and that the Prime Minister, whohad reversed·anearlier decision to 
raise administered prices, remained adamantl~ opposed to such an·inerease •. On the 
last day ·I had a private talk with the Governor of· the Bank of Port_ugal and indicated 
my concern that the decisions that needed· to be taken as part of the agreement would 
be much more difficult in June when, as is widely expected, the Government would'be 
closer to being fmrced to resign and general elections might·be called. The Governor 
agreed that one could easily envisage circumstances which would force postponement of 
an agreement until t:he fall· and th~t ·this ·would · imply a complete ··laek of restraint on 
government spending and.credit expansion. ! also emphasized the advantages of presenting 
the agreement soon after the budget vo,te as a package with the price measures balanced 
by a reduction in the monthly rate .of deprec:tationand in 'interest rates, At a late 
meeting on Friday night, following a call ;.by the Minister· of· Finance to the Prime 
Minister, it was _agreed· to try t·o reach an· _agreement by Monday, as we had to leave 
before the start of the budget debate in Parliament: on: Tuesday; · The agreement would 
be conditional on the price measures being :tmplemented a,nd would assume that the 
extraordinary tax cm the workers' "13th_ ~onth" ·of wages and salaries, which is in-
cluded in the budget . proposal)· would be ·rejected· by· _the National Assembly. 

Although it was reached in same haste, the _agreem.ent 1 unless.it is completely 
disregarded, should guarantee that in a period of probable political instability 1 

the financial situation will not be allowed to deteriorate too much •. ·Besides the 
usual credit limits, we insisted that part of the budgetary appropriations be frozen 
in order to ensure that the agreed financing requirement of·the public sector would 
not be exceeded. The agreement includes some new features compared with the previous 
ones: for the first time an external debt ceiling on. the pu.blieseetor has been 
introduced as a performance clause and a separate subceil~~g on eredit to the public 
enterprises is al~o part of' the agreement •.. ·The former has been made necessary by the 
increased availability of external financing on· commercial terms, which could·tempt 
the public sector, and in particular the public enterprises, to borrow excessive 
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amounts. The latter deals with a politically sensitive area and we had to settle 
for an indicative ceiling as a start. There are also some measures of a longer-term 
character designed to improve control over public expenditure. The balance of payments 
target, exchange rate and interest rate policies already agreed in Washington during 
the visi.:t of the Portuguese delegation last April remain unchanged. Exchange and 
trade restrictions are not extensive in Portugal but some further progress has been 
made in that area: in particular restrictions on transfers of profits and dividends 
on foreign investment in Portugal will be completely eliminated by October. 

There remains the possibility that the price measures will not be taken 
or that they will be insufficient. We insisted that public utility rates be raised 
sufficiently·to cover cost increases since the last price increase (in the spring 
of 1978) in order to be consistent with the reduction in subsidies to public eO:ter­
prises showed in the budget, and specified 25-30 per cent as a minimum. The difference 
between the cost of gasoline charged by·refineries and the sale price to motorists 
feeds the Supply Fund which subsidizes the price of a score of basic consumer staples. 
The recent ii"llcreases in world oil prices have not been passed on to final prices, 
and this implies a large increase in subsidies from the government budget to the 
Supply Fund rather than the decrease showed in the 1979 budget proposal. Oil product 
prices must therefore also be raised enough·to more than cover recent increases in 
the price of imported oil. If price adjustments are postponed·or are insvfficient, 
or if the Government's budget proposal is significantly amended by the National 
Assembly, we may have to ·alter the arrangement to limit it bo the first tranche. 
However, the fact that the _agreement on the Letter of Intent has been completed and 
that some of its features have already been announced by the Minister of Finance 
puts pressure on the Prime Minister to reconsider his position on administered prices. 

cc: Mr. Gold 
Mr. Polak 
Mr. Habermeier 
Mr. Sturc 
Mr. Whittome / 
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TO 

FROM 

Of /ice Memorandum 

Mr. Whitt~! 

P. de Fontenay (f 
SUBJECT: Supplementary Financing 

DATE: May 15, 1979 

In connection with the briefing paper for Portugal, Mrs. Lachman commented 
that the supplementary financing facility could not be used by a country unless that 
country uses its four credit tranches, She quoted the sentence of the Decision whicli 
reads "A request by a member will be met under this decision only 'if the Fund is 

0 satisffed: (i) that the member needs financing from the Fund that exceeds the amount 
· available to it in the four credit tranches.'.~" I told her that I, and others, had 

understood that sentence as referring to the requirement of need but she insisted that 
this was the official interpretation of the Legal Department and she sent the attached 
material to back up her claim, r remain unconvinced but would welcome your own reaction 
as this w:i,11 have some bearing on future operations with Portmgal, as well, I am sure, 
with other countries. 

Att. 

~ cc: Mr.Pfeifer 

0 

0 
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Office Memorandum 

TO Mr. Patrick B. de Fontenay DATE, May 14, 197 9 

FROM Philine R. Lachman ,f/0, 
SUBJECT : Supplem·entary Financing Facility 

I am attaching some excerpts from documents of the Fund, which 

make it clear that use of supplementary financing in conjunction with use 

of the second credit tranche only would not be in accordance with the 

decision establishing the Supplementary Financing Facility, even if the 

unmet need exceeds the remaining part of the upper credit tranches. The 

Facility was established in order to enable the Fund to provide financing 

in amounts that would go beyond the four credit tranches. 

Attachments: SM/79/84, page 2 
EBM./77/121, pages 27-29 
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4Q The amounts that could be purchased by a member qualifying 
to use the Supplementary Financing Facility under a stand-by Or an 
extended arrangement would depend on a number of factors, including the 
member's need for balance of payments financing and the ava~lability 
of supplementary resources to the Fund. The amounts available to a 
member under such an arrangement will be apportioned between ordinary 
resources and supplementary financing in proportions prescribed in 
the decision establishing the Facility, which, however, may be changed 
by the Fund following a review. The apportionme-nt between ordinary 
resources and supplementary financing in accordance with the specified 
proportions will be made on the basis of the facts when the arrangement 
is granted by the Fund so that the amounts and the ratios established 
at that time will continue to govern purchases under the arrangement 
notwithstanding changes in the size of the member's quota or in the 
level of the Fund's holdings of the member's currency after the date 
of approval of the arrangement.];_/ 

5. In accordance with the prescribed proportions a member that 
has obtained a stand-by arrangement under the decision establishing the 
Facility permitting it to purchase the unused part of the four credit 
tranches 2/ would be able, given a balance of payments need, to make 
additional purchases up to a total equivalent to 102.5 per cent of its 
quota that would be financed with supplementary resources. 3/ Under an 
extend~d arrangement permitting a member to purchase up to 140 per cent 
of its quota, the member would be able to make additional purchases in an 
equal amount financed with supplementary resources. 4/ If a member has 
already used all or part of its credit tranches (whether the use was 
made before or after the effective date of the Facility), the stand-by 
arrangement will include the amount -0f supplementary financing tha~ 
would have been available under the decision on supplementary financing 
if the earlier use of the credit tranches had been made under the 
decision. A similar principle will apply with respect to arrangements 
under the Extended Fund Facility. 

1/ See SM/77/263, Supplement 1, pp. 8-9. 
2/ I.e., the amount by which 200 per cent of the member's quota exceeds 
the level of the Fund's holdings of the member's currency other than 
those that must be excluded in accordance with a decision under 
Article X.XX(c). 
3/ Purchases under a stand-by arrangement will be met with supplementary 
financing as follows: The equivalent of 12.S per cent of quota in con­
junction with the first credit tranche and of 30 per cent of quota in 
conjunction with each of the upper credit tranches. 
4/ Purchases under an extended arrangelllent will be met with ordinary 
resources and with supplementary financing in the ratio of one to one. 



l 
)·~) 

I 

C 

- 27 - EBM/77/121 - 8/10/77 

make it clear whether or not a country that was eligible to use sup­
plementary financing would still have the option to refuse the 
mentary financing ar:id us the ordinary res our:~ of -~h~- F~.~. in the 
credit tranches. 

The General Counsel responded that his understanding of the J. 
facility and the decisions' whichwa-s .. r.ef,iec'te·a-·in-the 'drafting' was ii 
that i:f-a·m~~b·e-~ 1S. problem was Of the character th~1--i!'!~ -~Jlppl~IIJ.entary i :. I 

financing- fa.ciiHy ·was -i'ntended to ___ .... wi'th·~-·and if the· ~emQer __ came __ to i . 
t}{~ Fund for a smaller aniount of istance in order -to-·~se all the l 
~;~dit--tranche-s·-f:i.rst:_·_~d- p~-rhaps with the inten'tion' of using the sup-

p'iementary-riffancirig-Iater--tf.ie" Fund would r~spond that. it- could not i 

safety ailowtheniembert·o.make that _morejJmlt~use of itsresources. u 
The.-Fund. ·a· whole ·range· ·of powers to safeguard it;·-resources:- ~n'cf .. if i !1 

it concluded that the amount of assistance that a member had requested 
would not be adequate to solve its problems, ·the Fund was entitled to 
refuse the member Is request. One of the purpo'sesof the Funa-'"was· to 
safeguard :rts resourcesbyensuring that members used them to solve their 
problems. If the Fund's assess~t "!.,~:[, tl:!_~i._!E,_~8.E:9-.~ availab3:-_~ __ j.n .t.~.::. f I 

• f.oµr._£!:edi t ~-1:°ch es ---~<?_aj]_ be ina9-equa~~-:-~<?...,..~~~..!.,~~!1~lll<:!ll.~.1;x_~n-~_l?ol YA~g / 
i 'f?.s ..Pr.91:?1-.~ll.lS , t~1:'UE~--c_9}.ll~--~ ~- Jp_i;:t .. Jh~_ ?:;~?~.L-~8-~':~~. ~~-=--.-S}~:~w~E:II:::.n~ary /! i 
financing at the same time that it used ordinary reso_µrc_es, in accord--- · : 
a.r.1c_e._with.the proposed ·dec{sion: . . .. . ··--·-·-.- --· . -·-· ... ..... ----·- '. 

___ .,._. .. , ... .,. ____ "4 ___ __,,..._,_..,,-7-.-.,. ____ _ 

Mr. Pi~e remarked that he had always understood that the supple­
mentary financing was to be available to a member on an optional basis, 
so that the member could not be required by the Fund to request supple­
mentary financing. When a member had requested supplementary financing 
and the Fund had granted the request, the precise amount of the supple­
mentary financing to be available would no longer be at the option of 

Cf: J . 

the member. The amount would be based on a specific arithmetic relation­
ship between the use of supplementary financing and the use of ordinary 
resources . 

. The Ge~J, Co1,1.J)..~el commented that the siz~ of the member's problem 
was at the heart of the facility itself and of the thinking about the 
facility. In previous di_s..cus.sions there had been some question about the 
member's choice, that was to say, whether a member could use o~ry 
resources in the credit tranches, knowing at the outset that the size of 
its would require it to use supplementary financing later. And 
the question had been whether a member should observe a 
proportionality between ordinary resources and supplementary credit. It 
had been his understanding that those issues had been resolved on the 
basis of a statement by the Managing Director in which he had stressed 
that the clue to the whole concept of the new facility was indeed the size 
of the member's problem. The assumption was that the Fund and the member 
would be dealing with a massive problem, so that the member would not have 

:::::-

/ 
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the right to say that it wished to receive only a nortion of the --- -financing necessary to solve its problem and that the Fund had to provide 
that relatively limited assistance.< The Fund would have to make an 
assessmE;_nt of the member's problem, and if the assessment was that the 
amount of credit in the credit tranches would not suffice to solve the 
pr~m, it would then be a matter for disc_r.:~t.lon o:r_:_ju,qglll:.ent byllie 
Fund whether it would the ·--r1.sk of ail.owing the_cre_dit tranches alone -· --·-- --- -
t..9 b~__g~~9-...: If the problem was so Jci.rge_~~hat_.it was clear that the 
member was exercising its option iri-.orde:r,._);p_ avoid parallel use of 
sup~mentary financing-\'ffth,ne int~~tion of coming in -rater for-supple­
mentary fir:ian~i~g:-~then the Fund was entitled to say to the member that 
its problem must be dealt with~er the decisio":0:-o~- the supplementary 
financing facility if the member wished to receive any assi~:r-a.ru:;-~from 
the'11lnd.). 

Mr.- Ruding remarked that the General Counsel's comments had 
clarified the situation for him, but he was worried that the draft text 
would not make the matter clear for other readers. 

Mr ... Kent noted that the General Counsel, in describing the kind of 
member that would not have the choice of using only ordinary resources 
in ·the credit tranches, had been careful to say that such a member would 
have known in agyance that it needed supplementary financin~ later. 
However~e Generar·t:ounsel""nlid then gone on to describe the· member as 
one that clearly needed a much larger amount of resources than would be 
available in the credit tranches, and he had implied that the member would 
not be qualified to use the ordinary resources in the regular credit 
tranches. He was concerned about the way that the General Counsel 1 s 
opinion had been expressed; the supplementary financing facility was to 
be temporary, and the General Counsel's statement had included a slight 
hint that, in the period after the facility had been terminated, there 
might be a group of members that could not qualify to use the regular 
Fund facilities because their needs were larger than the Fund could 
satisfy. Such an understanding should of course be carefully avoided. 
In addition, it was obviously not intended that, in the period prior to 
the implementation of the new facility, the Fund would deny assistance to 
some members merely because the available amount of the assistance was not 
sufficient to solve all of the member's balance of payments difficulties. 
Use of Fund resources was often related to the flow of private capital 
to a particular member in a way that could not be precisely quantified 
beforehand, so that there was bound to be an area of doubt about precisely 
how much assistance the Fund would need to provide to cover a member's 
entire payments problem. He did not wish to challenge the basic idea that 
the Fund should encourage members to use supplementary financing together 
with ordinary resources, but the idea should be carefully expressed. 

The General Counsel said that a large element of judgment would 
be required in the case of each request to use the supplementary financing 
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facility. Access to supplementary financing would not be automatic . 
There would have to be an assessment. He did not wish to be taken to be 
suggesting that, in the period after the termination of the supplementary 
financing facility, a member could be turned away by the Fund because its 
need was quite large. Such a conclusion did not necessarily flow as a 
consequence from the establishment of the supplementary financing 
facility or from anything that he had Even after the supplementary 
financing facility was terminated it would still be possible for the 
Fund to grant a waiver and to go beyond the four credit tranches. In 
so doing, the Fund would of course be able to exercise its rights to 
safeguard i ~§L resources. / ~f at t_h~~-~ut_~_et_ ~1::. Flllld _kn_~hat__~ _IE:~II!P~r ~ s \ 

1 

;:~~i~:e~a;i~~~;ie-!~~}ai~ci-~i:ea-;t~c~~~!---~~~\~~~t mean{~~fn~{~;~:~Y \ \. 

~~~~n~,~~e .;:~b;f t~~0 f~: ~~;;J~~ ;t~~eJ:1u,;~~~~f~~~~~:!~!r~~!t I I 
it was part -of the essential policy of the proposed decision. > ) 

The ·Deputy Director of the Exchange and Trade Relations Department 
added that the problem under discussion, namely the circumstances in which 
the Fund might require the member to request supplementary financing, was 
not likely to be of much practical significance during the operation of 
the facility. The staff would assess the program of each member requesting 
use of Fund resources to ascertain that the adjustment was sufficient and 
that the proposed use of resources covered in full the remaining problems. 
Only in rare cases was likely that the program proposed by the member 
would be such as to reduce the balance of payments' deficit so quickly that 
the resources available from the supplementary financing facility would 
not be desirable. In such rare cases, it was likely that the member would 
not have a payments need that was large in relation to quota and so would 
not meet the need requirement for use of the supplementary financ 
facility. 

Mr. Drabble considered that the present text was reasonably clear, 
but it might be useful to include a statement to the effect that the decision 
was not meant to affect members' normal access to Fund resources in the 
regular credit tranches. 

Mr. Kafka said that he agreed with Mr. Drabble. He had been worried 
that the Fund might be able to refuse to assist countries on the ground 
that the amount of resources available in the first credit tranche was 
insufficient to solve the member's entire payments problems. He had 
been reassured by the staff's comments that that was not to be the case, 
but some statement to that effect in the text itself might be useful. 

Mr. Hollensen remarked that the General Counsel had emphasized that 
the size of a member's payments problem was a crucial -factor in determining 
its eligibility to use supplementary financing. However, s·ince a fair and 
substantial share of the supplementary financing was to be employed 
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May 11, 1979 

MEMORANDUM FOR FILES 

Subject: Portugal 

I received this morning the attached cable from 
the Portuguese Minister of Finance1 which seemed to suggest 
that he would prefer a postponenentof the mission. I then 
called the Governor of the Bank of Portugal, Dr. Silva Lopes, 
who confirmed that there had been some delay in the prepara­
tion of the information we had requested and that they would 
prefer it if we could postpone our arrival by one week. I 
told him that we would find it very difficult to complete 
our work in only one week and we agreed that we could start 
in Lisbon on May 17 and try to finish by May 26. 

cc: Mr. Dini 
Mr. Pfeifer 
SED 

/ 
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MR. PATRICK DE FONTENAY 

ASSISTANT DIRECTOR 

INTERNATIONAL MONETARY FUND WASHINGTON 

I AM PLEASED TO INFORM YOU THAT THE BUDGET 

WILL BE PRESENTED TO THE PARLIAMENT ON MAY 15 AND THE 

DISCUSSIONS WILL PROBABLY TAKE PLACE AS FROM THE 28TH 

SAME MONTH. 

IN THE CIRCUMSTA~CES I THINK THE MOST CONVENIENT 

TIME FOR YOUR ARRIVAL WOULD BE BETWEEN THE ABOVE DATES. 

I HOPE TO HAVE THE INFORMATION YOU NEED 

BY THAT TIME. 

BEST REGARDS. 

M. JACINTO NUNES 

MINISTER OF FINANCE AND PLANNING 

440040 FUMD UI 
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Minister of Fi~ance and Planning 

Ministr of Finance 

Portu al 

i------I u n d e r s t a n d t ha t i t w o u l d b e a g r e ea b l e t o yo u t h a t . a n 

,: I MF s t a f f m i s s i' on a r r i v e i n Li s b on on May l 4 to r e sum e 

, 6 n e g o t i a t i o n s on a s t a n d - b-Y p r o g r a m • T h e m i s s i o n w i l l .:: 

Q ,5 cons i st of Mess rs • P • de. Fonte nay, A. Prem ch and, F • 

14 

l) 

u 

10 
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I.! 

sunsade, 8. Stuart, and S. Mitr·a. 

Public finance must again be at the center of the .. 
iscussions and we shall want to ascertain that the 

nancing requirements of the public sector for the fiscal 

ar 1979 will not exceed the figure we discu~sed here in 

ril with yo~r delegation and that the administered price 

creases will ~e implemented very shortly and are 

fficient to avoid the -need for additional subsidies from 

e budget to public enterprises, and that excessive 

course to bank credit or foreign .borrowing by these 

terprises will not take place. 

During the visit of your delegation to Washington, we 

gan to explore ot_her methods of improving administrative 

1 c on t r o l o v e r ·u b l i c s e c t o r e x end i t u r e s • · S om e o f t h es e C 
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ould be designed to provide assurance that actual 

penditures do not exceed appropriationsj others should be 

iewed as part of a Longe~ term effort to bring autonomous 

nds and $ervices under the same public accounting rules 

the state budget operations. We fully realize this is~ 

chnically, as well as politically, difficult area and we , 

all need your advice on the types of measures that are 

' st needed and can be introduced in the immediate or near 

ture. These measures would be featured .in the Letter of 

tent .for the stand-by arrangement. 

Our work in Lisbon would be greatly facilitated if, 

ior to our arrival, information could be gathered on 

blic enterprises; in particular their current financial 

sition, their likely position after the implementation 

the intended administered price increases and their 

vestment plans and_their domestic and foreign borrowing 

quir~ments. w• would also like to h~ve projections of 

1 recei ts and ex enditures for the Fundo de Abastecimento /C 
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and on the increase in ~e price of gasoline and other oil 

roducts which is being e_nvisaged. Finally, we think it 

useful to examine in some detail the recent 

of expenditures for health services and the 

rospects for a slowing down of their rate of growth. 

We hope that during our visit we can agree on the 

propriate expansion of bank'credit in Portugal and its 

allocation to the public sector and public enterprises, as 

9 
well as on the other main features of the program, so that 

6 
the stand-by arrangement could be finalized shortly after 

Parliament has passed the budget law and the administered 

rice increases have been implemented. 

Respectfully yours, 

P. de Fontenay 

INTER FUND 
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The Deputy Managing Director 

L. A. Whittome 

Portugal 

April 27, 1979 

I attach a copy of a letter which you sent to Mr. Cross on the conclusion 
of the discussions with Portugal. As you will notice in this case we managed to 
avoid most of the difficulties by waiting until agreement had been reached on the 
staff level. I also attach a copy of a letter sent by the Managing Director to 
Hr. Cross in which we gave some assessment of performance under the stand-by. Both 
letters were written in response to a U.S. request for a piece of paper that would 
formally fulfill their undertaking not to release money until firstly an agreement 
had been reached with the Fund and, later, it could be said that the agreement was 
being observed. 

Attachments 



r ........ . INTERNATIONAL MONETARY FUND 

WASH! NGTON, D. C. 20431 

D!:PUTY MANAGING DIRE:CTOR 
CA6LE: AODRE:SS 

INTE.RFUND 

::::.--... 

\__; . 

May 8, 1978 

Dear Mr. Cross: 

At the.request of the authorities of Portugal I am 
pleased to inform you that understandings have recently 
been reached with the authorities of Portugal on the 
policies and measures for a stabilization program for 
Portugal. These policies and measures have been set forth 
in a letter of intent that has been signed by the Minister 
of Finance and Planning and the Governor of the Banco do 
Portugal and has been dispatched to the Fund. The manage­
ment of the Fund will recommend that the Executive Board 
support the program set forth in that letter by granting 
Portugal a stand-by arrangement in the second credit 
tranche. Accordingly, I am able to notify you formally 
at this time that the discussions that the staff of the 
International Monetary Fund held with the authorities of 
Portugal regarding a stabilization program by Portugal 
that I believe the International Monetary Fund can support 
with a stand-by arrangement in the second credit tranche 
have been successfully concluded. 

Sincerely· yours, 

,v I 1:1/; C /{) /} 
tv--Ltl:lcz Jti:}<J a:_ (lQ_ ,..£· 

William B. Dale 
Acting Managing Director 

' Hr. Sam Y. Cross 
U.S. Executive Director 
International Monetary Fund 
Washington, D.C. 20431 
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Sir: 
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- - ·.-·_ --~-·-· . 

. . . ... 

'Ihi.ll lette:r responds co your request for info:caation rega:rdillg 
Fortug,,.es.e prog%eaa under the stal:ld-b,.· arrang~t agreed fo:r the 
period April 1973 to March 1979. . At th.is early point it appears . · · 
tha..t: the ext:~ object.ivea of tha .progxa:ia 'fIIJly. be in the proe,eae .· ... 
of being met. 'Illa i.ncreasa in tha net foreign 1iabilitie.s of the . 
ban.king SJ'Ste:a was ·bel.9W tha ceiling set f-or en.d-Jtllle .and all. 
indications are that the inc:reas.a to end-Sept2Zh.er will, be. "'.rell. 
~ the ~ilhP. sat for :that llXJuth. The authorities have. bee:n, .. · 

·;· ··1 ... 

,• .· .. · 

' ... ,; ::. -

aeprec.:1.at:lng. the escudo at th.e ag:r~ed. rate. and a:rl:\ reduc:!ng :restri,c...;. ··· · . 

t:ions on extEU:1:l&l. ~~a and pa~$ on· scb~~e.. - · · .. · · ·· · · · : .-'·. ·i: i '. •· '.;ff Hf 
'Ih• ce:J11ngs ou uet d-o%1le.st~ credit. expa.nsiou. a.n4 on publ.ic~·sector 

re.c.ours-s- to ba~ er-edit ~re unforeuna.tely e.:a:e.eded. in JU.lla.. Bowever,, 
st:epa were· taken ill J'uly and again h A:a.gus.t with .the objec~:!.ve of ·· · 
brin.ging tha growth in the credit aggregates. below the ceil.i.ngs agx~ 

. :··"" 

.. " .. : .:-:-; 
.... :- .. · ...... 

t· .. 

. ·.• ~ 
for end~Septembel:'.. , . .• ·. . : ,_ :;_.._ ... c.:.. 

.- · F:f:oall:y,. ·we have agreed v.Lth the Portugue&e to sehedul.e Article ·1.v :· .. :·._;.~~:~:-; 
cousul.taticn d:isc:ussioo.s for November of thi.s year 11 1n c.cmb:i:x:lation-wit.l:i.,·. ,-.:, -.. · 
the program. review provided £or in the stand-by arrangement:... 

t' 

The Honorable 
Sam Y .. Cross 
D'. s .. ~ecutive DirectoJ: 
Intarna~ioua.J. P..oneta.ry Fund 

Very truly yours. 

J. de La:rosiare 
~..an.aging DiJ:ec tor 

cc: MD 
mm· 

tEUR -
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Of /ice Memorandum 

Mr. Whit·~Jl / P. de Fo::;u TO 

FROM 

DATE: April 24, 1979 

SUBJECT: Portugal 

I told Dr. Silva Lopes that on the basis of his 'phone call of yesterday 
we were inclined to postpone the resumption of the negotiations until after the 
decision to raise administered prices had been taken and implemented. I reminded 
him that at the end of our last visit this had been one of the main reasons given 
to adjourn the negotiations. I added that if negotiations were to resume at the 
end of May on the basis of a weak budget and insufficient price increases I could 
foresee long and difficult negotiations, since an entirely different type of 
program would have to be devised and even greater attention would have to be given 
to public enterprises in order to avoid another excessive credit squeeze on the 
private sector. Finally, I told Dr. Silva Lopes that we still hoped that, despite 
the delay of the price measures, the current discussions on the Government's budget 
proposal would move closer to the suggestions we had made during their visit to 
Washington, in which case we could still envisage coming on May 7. Dr. Silva Lopes 
said that he agreed and that he would call back on Monday or Tuesday to report on 
the progress made. 
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{~; Office Memorandum 
l'4J1"" 

TO 

FROM 

SUBJECT : 

The Managing Director 
The Deputy Managing Director 

L.A. Whittome 

Portugal 

DATE: April 23, 1979 

At the last meeting with the full Portuguese delegation on Friday 
morning, I said that we agreed with them that last year's stabilization effort 
had led to a period of stagnation and that the program for the next stand-by 
should allow room for a recovery of the economy. The recovery, however, would 
have to be cautious, given the persistent high rate of inflation and the fra­
gility of the improvement in the balance of payments. It was also desirable 
that it be led by exports and productive investment rather than by private 
and public·consumption, .in order to ensure that it would be sustainable. Their 
latest proposals on the budget were not consistent with an out-turn which we 
would regard as prudent for monetary expansion and we asked them to reduce the 
financing requirements of the overall public sector by Esc 10 billion. I also 
indicated that we continue to be concerned at the probability that the actual 
budget deficit might turn out to be larger than the agreed figure and that the 
next mission would need to explore how controls and procedures might be improved 
to deal with this problem. If agreement could be reached on credit policy and 
the budget, we were prepared to accept a further reduction in the monthly rate 
of depreciation of the escudo to 0.75 per cent and a 2 percentage points cut in 
interest rates. 

We agreed that a staff team would visit Lisbon starting May 7 to try 
to reach an agreement on the main lines of a stand-by_program in the second 
credit tranche, which would be finalized.after Parliament had approved the new 
budget proposal, probably around the end of May. This morning, however, Dr. Silva 
Lopes.called to say that upon his return to Lisbon he had found out that the 
decision to raise administered prices by 18 per cent, which had been presented to 
us as already taken, had in fact been postponed until after the vote on the budget. 
At the very least the delay will increase the budget deficit, and we now propose 
to postpone the mission until the budget has been passed and the price increases 
have taken place. We are telling them that we would.be prepared to reconsider 
our position if we were to get some assurance that the current discussions will 
result in a budget proposal closer to our suggestions. 

Fresh fro~. their visit to the U.S. Treasury, the Portuguese also raised 
the question of their access to the Supplementary Financing Facility. Up to now 
we had suggested that the Supplementary Financing Facility .could be linked to an 
Extended Fund Facility agreement, but they have apparently given up the hope that 
they might be in a position to negotiate an EFF in the fall, and next year's 
general elections may involve a further postponement. They asked, therefore, 
~nether they could not apply for the SFF in connection with the stand-by which 



; 

? 

0 

0 

0 

0 

0 

- 2 -

was being negotiated. I explained that given that the SFF is to be used 
normally with programs of more than one year and that their external position 
was presently comfortable it seemed premature to consider a use of the SFF in 
the immediate future. I did, however, hold out the prospect that either at 
the time of the mid-term review of the stand-by in November or one year from 
now the position could well be such as to justify a use of the SFF. 

cc: Mr. Ware 
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April 23, 1979 

MEMORANDUM FOR THE FILES 

Subject: Portugal 

I told Mr. Dini where we now stood following Mr. Silva Lopes' 

telephone call. He was sympathetic. 

cc: Mr. de Fontenay 
SED 

/J()V 
L.A. Whittome 
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TO 

FROM 

SUBJECT : 

Office Memorandum 

The Managing Director 
The Deputy Managing Director 

L.A. Whittome 

Portugal 

DATE: April 23, 1979 

At the last meeting with the full Portuguese delegation on Friday 
morning, I said that we agreed with them that last year's stabilization effort 
had led to a period of stagnation and that the program for the next stand-by 
should allow room for a recovery of the economy. The recovery, however, would 
have to be cautious, given the persistent high rate of inflation and the fra­
gility of the improvement in the balance of payments. It was also desirable 
that it be led by exports and productive investment rather than by private 
and public consumption, in order to ensure that it would be sustainable. Their 
latest proposals on _the budget were not consistent with an out-turn which we 
would regard as prudent for monetary expansion and we asked them to reduce the 
financing requirements of the overall public sector by Esc 10 billion. I also 
indicated that we continue to be concerned at the probability that the actual 
budget deficit might turn out to be larger than the agreed figure and that the 
next mission would need to explore how controls and procedures might be improved 
to deal with this problem. If agreement could be reached on credit policy and 
the budget, we were prepared to accept a further reduction in the monthly rate 
of depreciation of the escudo to 0.75 per cent and a 2 percentage points cut in 
interest rates. 

We agreed that a staff team would visit Lisbon starting May 7 to try 
to reach an agreement on the main lines of a stand-by program in the second 
credit tranche, which would be finalized after Parliament had approved the new 
budget proposal, probably around the end of May. This morning, however, Dr. Silva 
Lopes called to say that upon his return to Lisbon he had found out that the 
decision to raise administered prices by 18 per cent, which had been presented to 
us as already taken, had in fact been postponed until after the vote on the budget. 
At the very least the delay will increase the budget deficit, and we now propose 
to postpone the mission until the budget has been passed and the price increases 
have taken place. We are telling them that we would be prepared to reconsider 
our position if we were to get some assurance that the current discussions will 
result in a budget proposal closer to our suggestions. 

Fresh fro~. their visit to the U.S. Treasury, the Portuguese also raised 
the question of their access to the Supplementary Financing Facility. Up to now 
we had suggested that the Supplementary Financing Facility could be linked to an 
Extended Fund Facility agreement, but they have apparently given up the hope that 
they might be in a position to negotiate an EFF in the fall, and next year's 
general elections may involve a further postponement. They asked, therefore, 
whether they could not apply for the SFF in connection with the stand-by which 
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was being negotiated. I explained that given that the SFF is to be used 
normally with programs of more than one year and that their external position 
was presently comfortable it seemed premature to consider a use of the SFF in 
the immediate future. I did, however, hold out the prospect that either at 
the time of the mid-term review of the stand-by in November or one year from 
now the position could well be such as to justify a use of the SFF. 

cc: Mr. Ware 
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Portugal: Compari'son of Monetary Pfograms for 1979 

t GDP (market prices) 

GDP deflator 

c_: Velocity 

December/December money 
stock 

Average money stock 

Domestic credit expansion 
as a percentage of 

1 initial M2 
I " , 

Net foreign assets 

Net domestic credit 
Public sector 

/..--...,.: Private sector 
\_/ 

Honey stock 

Other items, net 

Portuguese IMF 
Through Through the 

Average the year I 

Per cent change 

3.0 6.0 3.0 

21.0 15.0 18.0 

-1. 7 -2.5 

24.9 24.9 21.5 
26.8 26.8 24.5 

28.9 28.9 24.8 

Change in billions of escudos 

-10.11/ 

209.9 179.7 
63.7 47.2 

146.2 132.5 

181.2 156.2 

18.5 ].j 23.5 l/ 

year 
II 

4.0 

18.0 

22.7 
25.2 

26.0 

188.4 
53.0 

135.4 

164.9 

23.S 1./ 

l/ Assum~s US$ 200 million increase in net foreign liabilities, and proposal Bin 
Portuguese public sector budget table. 

I I 

\.._j 

2/ Assumes no valuation adjustment in QI 1979 and rate of depreciation of 0.5 per 
ce;t per month after April 30, 1979. 

1._/ Assumes no valuation adjustment in QI 1979 and rate of depreciation of 1.0 per 
cent per month after April 30, 1979. 

.. 
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The Managing Director 

L.A. Whittome 

Visit of Portuguese Delegation 

April 18 9 1979 

I attach a briefing paper covering the visit of the Portuguese 
delegation on April 19-20. Your first meeting with them will be at the lunch 
which you are giving in their honor on Thursday, April 19. That morning we 
will have our first of a. series of meetings with them. 011 Thursday afternoon 
the senior members of their delegatiou will, according to our private sources, 
visit the U.S. Treasury. On Friday we resume talks. 

Now that the Minister of Finance, Mr. Nunes, is no longer coming to 
washington, the visit is regarded by them as providing an opportunity for an 
exchange of views prior to the resumption of negotiations on the new stand-by 
which can only be sensibly held once the new budget is passed. This visit, 
therefore, should be regarded as a 11pre-negotia.ting occasion''. For our part, 
we would very much like to concentrate on the public sector finances where the 
main weakness now lies. We also have some serious differences of view as to 
the permissible expansion of domestic credit to the private sector. The other 
point~ at issue are less likely to pose real problems .. 

At the lunch. therefore, you may wish to touch on political developments 
and prospects and, as far as our discussions with them are concerned, concentrate 
primarily on the need for a tight fiscal policy and for the introduction of 
procedures which will provide some assurance that budget estimates are adhered 
to (so far, a weakness as serious as the weakness of fiscal policy itself). 
Depending on the outcome of the staff discussions, we are leaving open the 
possibility of a further meeting with you on Friday afternoon. 

cc: The Deputy-Hanaging Director 
Ar. Ware 
'fr. <le l<'o"8.tenay 
SED 



Portugal - Briefing Paper for the Managing Director 

l. Introduction 

A Portu6uese delegation consisting of Dr. Jose da Silva Lopes, Governor 

of the Bank of Portugal, Dr. Vitor Constancio, Deputy Governor, Dr. Anibal 

Cavaco Silva, Director of Research of the Bank of Portugal, and Dr. Ohen 

Goncalves, Director of Research of the Ministry of Finance, is coming to the 

fund on April 19 and 20, in connection with the current discussions on a 

stand-by arrangement. Si-~a Lopes has no political affiliation, but he was 

,,.-, Ninister of Finance in the short-lived Government of Nobre da Costa last year. r , , __ ,,/ 

() 

he has been courteous and often sympathetic in dealing with us. Constancio 

is an important figure in the socialist party. He was Minister of Finance 

in the second Soares Government and the last stand-by was largely negotiated 

with him. He was also until recently in charge of the negotiations with 

the EC. He is a well trained economist but tends to be somewhat mercurial 

and can domi-nate the proceedings on their side. 

2. Portugal's relations with the Fund 

Negotiations on a new stand-by arrangement in the second credit tranche, 

which took place in Lisbon in February-March, were suspended until Parliament 

had voted on the budget, prices and rates charged by public enterprises had 

been raised, and the Government had disclosed its proposal on the implementa­

tion of the new revenue-sharing legislation. The position taken by the staff 

team is summed up in the attached letter to the Minister of Finance. 

The current second tranche stand-by arrangement with Portugal, under which 

no drawings have been made, runs out in June. The Fund's holdings of escudos 

are equivalent to SDR 172.3 million compared with a quota of SDR 172 million. 

:'..ese holdings include SDR 0.9 rnil'ifon resulting from the third distribution 

of gold and Fortugal has thus 9.11 its c:redi t t ra.nche position available to it. 
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lhe Portuguese have told us that they need to reach an agreement with us 

in order to be able to continue borrowing in the international capital markets, 

anc up to now the discussions have focused on an arrangement which would 

include the second credit tranche. They have inquired about the SFF and a 

third credit tranche but they have so far agreed that their borrowing needs 

~ill grow in the coming years as a result of their debt repayment obligations 

and their investment program and that it would thus be preferable to link 

the SFF to a future EFF ~rogram. The Portuguese and we had hoped that the 

("; latter could be negotiated this fall, but it is now unlikely that they can 
,_j 

0 

. """'\ 
( I 

' / 

meet such a timetable. 

3. Recent developments 

The 1979 budget and economic plan, as well as the proposed 18 per cent 

ceiling on wage increases in 1979, were narrowly defeated in Parliament on 

March 22. The Government stayed in office, however, and it has already sent 

back the wage ceiling to Parliament and intends to resubmit its budget with 

little change. The recent split of the Social Deoocrat party, which abstained 

on the budget, is said to improve the chances of passage of the Government's 

proposals. Nevertheless, the position of the present Government, made up of 

lawyers and technocrats appointed by President Eanes, without support from any 

of the political parties, remains weak and is likely to grow weaker as the 

general elections, scheduled for early 1980, come closer. 

In the early months of 1979, inflation remains a serious problem while 

there is no reason to expect that the economic downturn which occurred in the 

third quar~er of 1978 has been reversed. The surge in inflation to 25 per 

cent ~t end-1978 had been attributed to some administered price increases late 

c·. .,_r-; the year and so1ae r.,oderatio.n from this rate of inflatior, "'as anticipated, 

.•. 
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It did occur in January, but consumer prices rose by almost 2 per cent in 

February and prices were once again 25 per cent above year earlier levels. 

Ihe recent decision to raise by 18 per cent the prices of some basic staples, 

anct the expected increase in public utility rates will push up prices further. 

Gr. the external sicie, the monetary authorities have been intervening recently 

in the foreign exchange market more heavily than in the same period in 1978. 

Gfficial holdings of foreign exchange declined by US$170 million to US$665 mil­

lion between end-December 1978 and end-March 1979. 

4. Main issues for discussion 

For the Portuguese, the purpose of the visit is said not to be to resume 

negotiations on a stand-by arrangement but to exchange views on recent develop­

ments and prospects and to seek guidelines on the policies to be followed by 

Portugal in the months ahead, particularly with regard to the exchange rate, 

interest rates, credit policy, and public finance. The discussion will, 

nevertheless, be very material to any new stand-by program. We have arranged 

that the Portuguese delegation should meet primarily with the staff team which 

has handled the current negotiations, but the delegation will also want to 

hear your views. At lunch on Thursday you may want to support the position 

taken by the staff so far, viz. that credit policy must remain prudent, in 

view of the continued inflationary pressures and large current account defi­

cits, and that steps must be initiated irru;iediately to bring public sector 

expenditure under control. If we are satisfied with the commitments on 

these two points, we could then agree to a further reduction in the rate of 

depr~ciatien of the exchange rate and to a small cut in interest rates. ~e 

~ouJ~ like to leave open the possibility of a meeting with you on Friday 

afterGoon if this should appe~r necessary in the light of our discussions. 
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Ihe Portuguese have agreed that the stand-by program should aim at a 
.. 

fLl=tlier reduction in the deficit on the current account of the balance of 

;:2.yrr,ents. \ve have insisted on a maximum of US$800 million (v. US$950 million 

ir. 1~7o); they prefer US$850 million (Table 1), The difference is insignifi-

cant, but whet is important is that the outturn should not be worse than that 

r~corcied in 1978. for the stand-by program we have projected an overall 

balance of payments deficit, including government compensatory borrowing, 

roughly the same as last·year's (US$300 million). The Portuguese believe 

() that their current account target is consistent with a 3 per cent rate of 

growth of real GDP in 1979 (implying a rate of growth of about 6 per cent in 

through-the-year terms). We have many doubts on this and suspect that it is 

not reconcilable with a rate of growth of more than 4 per cent during the 

0 year (2 per cent on average) (Table 2). 

The Portuguese authorities are concerned at the high rate of inflation 

and are determined to prevent a further decline in real wages (which in 1978 

fell to 13 per cent below the 1975 level 1./ and were only 7 per cent above 

~ the 1973 level). They believe the proposed 18 per cent wage ceiling can only 

be approved by Parliament and respected by the unions if it becomes more 

apparent that the inflation rate will also be brought down to 18 per cent 

during 1979. for this they look mainly to a reduction in the monthly rate 

of depreciation of the effective exchange rate from 1.25 per cent up to end-

March 1979 to a proposed 0.50 per cent thereafter. 

he have argued against using the exchange rate mainly to reduce infla-

t~on and suggested that a reduction in the rate of depreciation could be 

accer:dble provided financial policies were restrictive enough to make the 
'. ~,. 

_/ e postre t onary :v:age 

.:..:: per cent. 
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(-"'.. ..c: ,. s::::,;change rate policy viable. Meanwhile the Portuguese have taken advantage 
',J 

.~ 

or the fact that their commitment to the Fund on the exchange rate ran out 

ct: ti1e enci of Narch to reduce the monthly rate of deprt2ciation for April to 

: per cent. We were told that this was subject to discussion with us and the 

ch&nge in policy has not been officially announced. 

~e agree that, at its present level, the effective exchange rate for the 

escuGo is very competitive (see attached Chart). This is appropriate given 

the balance of payments c •ficit and domestic unemployment, but there is no 

need to increase the undervaluation, inasmuch as capacity limits are being 

approached in the export industries and have already been reached in the 

tourism sector. The differential between the rate of increase of wages in 

Portugal and in its main trading partners is about 9 per cent (0.75 per cent 

a nonth). While we have no difficulty in accepting a reduction in the rate 

\__) of depreciation to l per cent ·now, there would be some advantage in postpon-

0 

ing a further reduction to 0.75 per cent until we get a firm commitment on 

the stance of credit policy and on public finance. 

Credit policy remains an important area of disagreecent with the 

Portuguese who want to reflate the economy with easier creait. We agree that 

socething must be done to promote a recovery of economic activity, but we 

believe that it would be dangerous, given the present rate of inflation and 

the balance of payments deficit, to have a major relaxation of credit policy. 

A rate of increase of M2 of about 23 per cent during 1979, implying a credit 

expansion of 26.5 per cent (as a percentage of initial money stock) seems to 

be the maximi.fru acceptable (Table 3). The Portuguese proposal (of a 31.2 per 

cent increase in credi~) assumes a significant decline in the income velocity 

:::oney. Lin interest rates, we co'{iic: accept th<:! 1-'ortuguese proposal of a 
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,,,,.---.,, 

'·...___,,J 2 ;;ercentage points reduction and perhaps a further cut in six months if the 

rate of inflation riecelerates. So long as the reduction in the annual rate 

of depreciation is larger than that in interest rates, there would be no 

incentive to capital outflows. 

~Sn inprcvernent in public finance should be the r;;ain contribution of the 

next stand-by and it must be made clear to the Portuguese: (1) that there is 

a ruaximuo increase in credit to the public sector which would be regarded as 

acceptable to us and (2) ·::hat we must have some guarantee that, in contrast 

Ci with the two previous stand-bys, this subceiling will not be exceeded. There 

is a need for a major administrative reform, a tax reform, and as far as the 

public enterprises are concerned, changes in labor legislation. These will 

obviously take time. In the meantime, it is important to make a start now 

0 

C 

by putting in place measures of expenditure control. ~e have suggested a 

hiring freeze in the public sector but we would like to supplement this with 

other measures such as quarterly budget reviews and monthly cash limits on 

public spending. 

As far as the public sector deficit is concerned, the defeat of the 

budget puts the goal of eliminating the Government's current deficit and of 

reducing the overall deficit to Esc. 75 billion or less than 8 per cent of 

GDP (v. 10.7 per cent in 1978) in jeopardy (Table 4). We should, however, 

continue to press for an overall deficit below last year's Esc. 84 billion 

(v. Esc. 47 billion in 1977); otherwise the burden of adjustment will again 

fall entirely on the private sector. An overall deficit of Esc. 80 billion, 

of which th-2 banking system would finance about Esc. 50 billion, would be 

bare 1 acceptable, If this target is impossible to achieve due to the unpop-....... 

ula.rity of certair. tax neasures included in tlie recently c:efeated bud£et 
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~r~p0s2l, we ~oult have to press for restraint on government expenditures, 

even i~vestment expenditures, if necessary, as a means of reducing the deficit 

in the short run. ~e have warned the Portuguese that we would prefer putting 

t:Lt=: public enteq..,rises under the public sector subceiling but we may, in the 

enc, have to settle for an indicative ceiling. We shall, however, insist that 

}r~ce ~easures be taken to make the reduction in subsidies as shown in the 

budget realistic. We also want to review the investment program of the public 

enterprise sector to checK its consistency with the macroeconomic projections. 

0n restrictions, we do not anticipate major difficulties in reaching an 

agreement. We shall continue to press for the elimination of the 30 per cent 

import surcharge on October 1 and for initiating a progressive reduction in 

the 60 per cent import surcharge (which affects about 2 per cent of imports) 

ana quantitative restrictions. 

.. ; ;, 
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Tsble 1. Portugal: Balance of Payments 1977-79 

(In millions of U.S. dollars) l/ 

1977 2.978 1979 
Estimata Projection 

orts of soods a.:.;,d services 
:.::::.i c ,·alue 
,:oluDe 

Iw?orts o: goods and services 
Unit value 
VolW1:.e 

Balance of trade and non­
factor services 

Investment income 

Private transfers 

Current account 

Capital .movements 
1-fedium-term and long-term 

capital, net 
Of "'11 i ch: 
Governnemt compensatory 

borrowing 
Short-term and errors and 

omissions 

Balance on nonmonetary 
tra:1.sactions 

Overall bala..ri.ce, inclu­
ding government com­
pensatory borrowing 

~-!e:::crandun i::e:::: 
Grm,:th .· i:1 f or2ign narkets 

2,890 

5,344 

-2 ,454 

-179 

1,134 

-1,499 
(9) 

95 

(--) 

-33 

-1,437 

-1,437 

3.3 

3,513 
6 

5, 713 
,. 
0 

-2,200 

-327 

1,585 

-942 
(5) 

739 

(450) 

356 

153 

-297 

4.8 

4,165 
8 

10 

6,340 
9 
2 

-2,175 

-415 

1,790 

-800 
(4) 

600 

(300) 

200 

-300 

5.2 

_ources: :)a::a provided by the Portuguese authc:-ities; a,.;,d 

• I .. ~ ~a~er .. theses o: GJ?. 
· .. · .. 
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Table 2. Portugal: Balance of Payments 1977-79 

(In millions of U.S. doliars) 1,/ 

1977 1978 1979 
Estimate Projection 

Exports of goods and services 
unit value 
Volume 

Imports of goods and ~ervices 
Unit value 
Volume 

Balance of trade and non­
factor services 

Investment income 

Private transfers 

Current account 

Capital movements 
Medium-term and long-term 

capital, net 
Of which: 
Government compensatory 

borrowing 
Short-term and errors and 

omissions 

Balance on nonmonetary 
transactions 

Overall balance, inclu­
ding government com­
pensatory borrowing 

~enorandum item: 
Growth ,in foreign markets 

2,890 

5,344 

-2,454 

-179 

1,134 

-1,499 
(9) 

95 

(--) 

-33 

-1,437 

-1,437 

3.3 

3,513 
6 

15 

5,713 
6 
1 

-2,200 

-327 

1,585 

-942 
(5) 

739 

(450) 

356 

153 

-297 

4.8 

4,165 
8 

10 

6,340 
9 
2 

-2,175 

-415 

1,790 

-800 
(4) 

600 

(300) 

200 

-300 

5.2 

jources: Data provided by the Portuguese authorities; and 
staff estimates. ' ..... 

];./ Nur.bers in pe.rentheses are per:centages of GDP. 
-.. ~ ... 

4/l7i79 
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Table 3. Portugal: Comparison of Nonetary Projections 

1978 1979 
Through the Year 

Through Portuguese !HF 
Average the year '±./ proposal I J:../ II}./ 

GDP (market prices) 

GDP deflater 

Velocity 

Average money stock 

December/December money 
stock 

Domestic credit expan­
sion as a percentage 
of initial money 
stock, end-period 

Net foreign assets!.±/ 

Net domestic credit 
Public sector 
Private sector 

:foney stock 

Other items, net 

3.2 

21. 4 

-0.6 

26.0 

28.3 

30.3 

2s:o 

-2.6 

26.0 

28. 3 

30.3 

Per cent char1ge 

6.0 

14.0 

-4.5 

27.3 

26.4 

31.2 

3.0 

18.0 

24.5 

21.5 

25.2 

Change in billions of escudos 

15.2 

172.0 
48.7 

123.3 §.../ 

160.7 

26. 5 

-14.7 'l/ 

233.8 
60.0 

173.8 

198.7 

20.4 

183.6 
47.2 

136.4 

156.5 

27.1 

4.0 

18.0 

25.2 

22.7 

26.4 

192.4 
53.0 

139.4 

165.3 

27 .1 

Sources: Data provided by the Portuguese authorities; and staff estimates, 

1/ Estimated. 
2/ Program as presented to Portuguese. 
3/ Maximum.acceptable. 
4/ Including effect of counting special compensatory borrowing by the 

Central Government as an above-the-line capital inflow. 
5/ .t1e Portuguese have indicated that the Central Government may increase 

~ 1-- net foreign borrowing in 1979 by,,US$300 I!lillion or Esc 15 billion. To 
:.ne extent that such borrowing actually takes place, the net foreign assets 
of the banking system could show., no change, while domestic credit to the pub­
lic sector co'uld be reduced to Es,e 45 billion. 

f:../ Including credit to public enterprises estimated at Esc 42. 2 billion 
:>.::-:'.. .. g 78. 
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T2::le 4. Portugal: Public Sector Finances, 1977-79 ];/ 

(In billions of escudos) 'l:../ 

1977 1./ 1978 1979 
Budget 

forecast Outturn 11 
Budget 

forecast 
IMF 4/ 

alternative 

--------------------------------------
c~rrent receipts 

Direct taxes and con­
tributio:1s to social 
security 

l:1direct taxes 
Other 

Current expenditures 
Goods and services 
Subsidies 
Transfers 
Interest payments 

Current balance 

Capital receipts 

Capital expenditures 
Investmant and transfers 
Net lending~/ 

Capital balance 

Other Treasury opera­
tions, net 

Overall balance 

Nemorandum i terns: 
Bank credit to pub­

lic sector 
Bank credit to Pro­

ductive sector 

173.6 

80.5 
82 .1 
11. 0 

182 .1 
87.0 

. 21. 7 
61. 9 
11. 5 

-8.5 
(-1.4) 

5.3 

41. 9 
39.8 
2.1 

-36.6 

-2.1 

-47.2 
(-7.5) 

47.8 

138.1 

225.9 

107. 2 
106.3 

12.4 

222.6 
105.8 

28. 3 
63.5 
25.0 

3.3 
(0. 4) 

3. 7 

54.6 
42.6 
12.0 

-50.9 

-6.0 

-53. 6 
(-6.9) 

37.0 

104.7 

210.5 

103.0 
97.4 
10.1 

238. 7 
112. 4 

30.5 
73.1 
22.7 

-28.2 
(-3.6) 

3.4 

55.1 
43. 7 
11. 4 

-51. 7 

-4.1 

-84.0 
(-10.7) 

48. 7 

123.3 

2 79. 9 

136.3 
123. 5 
20.1 

279.3 
136.3 

31. 8 
82.6 
28. 6 

0;6 
(0.1) 

3.9 

74.6 
56.9 
17.7 

-70.7 

-3.6 

-73. 7 
(-7. 7) 

47.2 

145.2 

271. 0 

127.4 
123.5 
20.1 

276.0 
133.0 

31. 8 
82.6 
2 8. 6 

-s.o 
(-0.5) 

3.9 

74.6 
56.9 
17.7 

-70.7 

-3.6 

-79.3 
(-8.3) 

53.0 

139.4 

Sources: Data provided by the Portuguese authorities: and staff estimates, 

1/ The public sector is defined to include the central government autonomous 
funds and services, plus the local authorities and the social security system, 
bu~ excluding public enterprises. 

2/ Numbers in parentheses are per cent of GDP at market prices. 
3/ Pr~ ~sional. 

: .dxim:1m acceptable deficit. , ..... 
::et lt::nding by tr.e cer,tral adrninistratior. to r:Le :,.:rcd;.:ct:ive sector. 

· .. · .. 
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Telex 0 
Night Letter 0 
Full Rate 0 
Code 0 

OFFICIAL MESSAGE 

INTERNATIONAL M O~l,Jl;\~Y.tEf UND 
q;_;e 

Washington, D.C. 20431·:r 

~~~Dr. Gon~atves, 

On the occasion of your vJait we should like to raise 

you the following questions related to budget 

oceduras and expenditure control. 

1. In the Last two or three years, thi budget documen 

ntained a mu~h abbreviated listini of expenditure, sbowin 

propriations by ministries. Please explain on what l~vel 

detail expenditures are approved by Parli~~ent. Is it 

Special Instructions 

Distribution 

cc Mr,. Dini 
Room - 13 300 

to the Ninis~ry of Finance or the spending ministries to til~~R-= 
locate expend1ture by directorate or functional expenditu e, 

tegories? 

2. What is the basis of parliamentary appropriations 

dlor executive branch allocations (cash, obtigationsp 

her)? 

3. Please describe the major steps of the process of 

adget formulation (budget circulars, agency requests, 

nsolidation by the budget office) and the responpibilitie. 

MESSAGE MUST END HERE 

Drafted 

D.epartmeni: NAME (T,YPE) SIGNATURE 

Date: 
NAME (TYPE) SIGNATURE 

FOR CABLE ROOM USE ONLY 

No. of words; 11 min. log: __ 4_5_9_3_57 ____ _ Route; ITT Operator: __ ,J_J ___ _ 
SEC-17/0CR 
9-2-76 , 
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A 
D 
D 
R 
E 
s 
s 

TIME RECEIVED 

What techniques are used in the 

ormulation and justification of requests and in the 

of trimming down e1.cessive requests~ 

4. How are budget appropriations handed down by the 

General to the ministerial paymasters (monthly 

allocations globally or by budget lines: in the 

of authority to obligate or to make payments) 

5. Does the Paymaster General apply any means of cssh 

anagement with regard to allocations to spehding 

In particular~ a~e such allocations timed or 

s _urtailedtoto correspond to the anticipated inflow of 

Special Instructions 

Distribution 

or the availability of temporary Treasury financing-· 

6. Are the spending ministries eottrely free to use 

heir allocations or do they need general prior clearance 

r approval of individual transactions from the Ministry 

-Finance for some or all types of expenditures·.· 
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April 5, 1979 

MEMORANDUM FOR FILES 

Subject: Portugal 

As he had promised Dr. Silva Lopes called back to propose 
that he, Dr. Constancio, Deputy Governor, Dr. Cavaco Silva and Dr. 
Ohen Goncalves come to Washington after Easter. He asked whether 
I thought that two days would be enough for their visit and I. replied 
that it seemed that it should be sufficient. ·Dr.Silva Lopes then 
suggested that instead of coming on the 17th they would p_refer to 
come on the 19th and 20th. He added that they did not expect during 
this visit to conduct actual negotiations but to discuss recent develop­
ments as well as policies to be put in place in the coming months. I 
told Dr. Silva Lopes that I would check whether the Managi.ng Director 
could see them on either the 19th or 20th a1:1d would cable t.he answer. 

Dr. Silva Lopes thought that the new budget could be passed 
within a month, although this couldbesomewhat optimistic. This means 
that it would be ready to be sent to Parliament within 2~3 weeks. 
However, the political situation was quite volatile and might interfere 
with the timetable. As regards the import surcharge, Dr. Silva Lopes 
said that the decree law reducing it to 10 per cent had been signed 
and that some import duties had been raised to offse~ some of the 
revenue effects of the reduction in·the surcharge. 

cc: Mr. Pfeifer/ 
Mr. Rose 
Mr, Finch/Mr, Os.unsade 
SED 
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April 4, 1979 

MEMORANDUM TO FILES: 

Subject: Portugal 

I spoke to Dr. Silva Lopes about, (i) their prospective 
visit, (ii) the change in exchange rate policy mentioned to Mr. Dini, 
and (iii) the current status of the import surcharge which, under the 
current stand-by arrangement, should have been reduced from 20 to 
10 per cent as of April 1. 

.I told Dr. Silva Lopes that we continued to believe that 
it would be useful if at least he himself would come to Washington 
after Easter to discuss the policies to be put in place in the coming 
months, particularly those dealing·with the exchange rate, interest 
rates, credit and prices of public enterprises. I added that we 
still regarded the public sector as the main problem to be dealt 
with in the next stand-by and that we would like to elaborate on the 
recommendations we made in Lisbon and to suggest.that some of 
the measures we would recommend be taken as soon as possible. Dr. 
Silva Lopes answered he intended to meet with the Minister of Finance 
tomorrow and that they would decide whether they would be·coming to 
Washington on the agreed date and who would be coming. He saw some 
difficulty in discussing public finance without the presence of the 
Minister himself. I said that one alternative they might keep in· 
mind would be, if the Governor came alone, that we could ourselves 
come to Lisbon to discuss the budget and the general question of con­
trol over the public sector expenditures. 

On the exchange rate I told the Governor that under Article IV 
a change in the exchange rate policy should be notified to the Fund 
and that while we could regard his conversation with Mr. Dini as notifica­
tion, the information given to us by Mr.Dini was clearly erroneous. 
Dr. Silva Lopes answered that they had decided to reduce the rate of 
depreciation for April from 1.25 to 1 per cent. He had not notified 
the Fund because this was viewed as a provisional change subject to 
modification after discussions with us and which had not been announced 
officially. 
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As regards·the import surcharge, Dr. Silva Lopes said that 
he was not sure what the situation was but that he had not seen any 
decree reducing it tolO per cent. He recalled that during the 
February discussions with us the Portuguese had requested an extension 
of ·the surcharge beyond the·dates agreed in the 1978 stand-by. I 
answered that we had then indicated that it would be unfortunate if 
their commitment regarding the surcharge was not respected, at least 
as far as the April 1st reduction was concerned. Dr. Silva Lopes said 
that he would inquire about the Government's intentions on the sur­
charge. 

Finally, Dr. Silva Lopes said that he would call me tomorrow 
to report on his discussions with the Minister on a visit to Washington 
and give us some information on the import surcharge as well· as on the 
prospectsfor.wage rates, following yesterday's rejection·by Parliament 
of the 18 per cent ceiling on wage increases, as well as·on·the Govern­
ment's intentions regarding price adjustments for public enterprises 
and utilities. 

cc: Mr. Pfeifer/ 
Mr. Rose 
Mr. Finch/Mr. Osunsade 
SED 
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MR. A. PFEIFER ------------------· -. ___ ................. 

EUROPEAN DEPARTMENT 

I M F 

.. 7_1 r~u )') 3 . • rr1 ,.:...= 4 371929 

1. IF YOU YOURSELVES AND SILVIA LOPES BELIEVE THAT A VISIT TO 

LISBON BY PATRICK AND MYSELF WOULD BE POSITIVELY USEFUL 

THEN I COULD ARRIVE IN LISBON ON TUESDAY, APRIL 10 AT 

2130 OY SA 265. 

2. I WOULD LIKE TO LEAVE LISBON ON WEDNESDAY, APRIL 11 AT 1400, 

BUT THIS IS PROBABLY IMPOSSIBLE IN WHICH CASE I WOULD NEED 

TO LEAVE ON THURSDAY, APRIL 12 AT 1100. 

3. HANS ADVISES THAT A VISIT WOULD BE.AN APPRECIATED GESTURE. 

REGARDS 

ALAM 

EDEN HOTEL 

ROME 

u 
610567 EDENRM IO 

248331 IMF UR ••••••• 
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March 30, 1979 

MEMORANDUM FOR FILES 

Subject: Portugal 

Mr. Dini called me to say that he had spoken to 
Dr. Silva Lopes about the current situation, following the 
rejection of the 1979 budget and economic plan by Parliament 
and whether the Minister of Finance was likely to come to 
Washington on the scheduled date. Dr. Silva Lopes said that 
this was still uncertain. He confirmed that it might take 
as long as two months to present a new budget and plan to 
Parliament. He had himself proposed to the Minister that 
he might come to Washington to report on the present situation 
but the Minister had not yet given an answer. He felt that 
it would be difficult to have a visit by the whole delegation 
which was due to come on April 17 since the Portuguese were 
not in a position to present a program. 

I told Mr.Dini that we would try to decide among 
ourselves whether it might still be useful for the Portuguese 
to come to Washington and go back with firm proposals 
to present to Parliament. Mr. Dini agreed that this could be 
a useful approach and suggested that I call Dr. Silva Lopes 
before Friday April 6 since the decision on whether they would 
come to Washington would be taken on April 10. 

Mr. ,Dini said that Dr. Silva Lopes had told him 
that they had decided to modify their exchange rate policy 
starting on Monday April 2 when they are no longer bound by 
their commitment under the 1978 stand-by. They had decided to 
reduce the rate of depreciation from 1.5 per cent a month 
(18 per cent per annum) to 1.25 per cent. I told Mr. Dini 
that there must have been an error in the transmission since 
the current rate of depreciation is already 1.25 per cent per 
month. This point will obviously need to be cleared up. 

cc: Mr. Pfeifer V 
Mr. Rose 
SED 
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and Planning 

---We &f'e glad :that 1-t vilt be i)OSsible fol" you to visit 

Fund beghu1·h19 on Aprt t 17 .. / Mr. de LaFosier:e- wo,1ld 
__ ,.,-· 

te to extend to you end your party an havitation to 

nch on April 17,. We shofld be at YOU!!"- disposal for 

scussion on the 17th and on subsequent days .. 

With best .r-egards. 
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INTERNATIONAL,MON,ETARY FUND 

March 19, 1979 

Mr. Ware: 

.0 re~·. Portuguese Visitors 

Mr. Whittome would.like to know. 

please if the Managing Director could 

inv~te the people mentioned in the 

attached cable to lunch.on April 17 or 

18. 

0 

0 

L. A. Whittome 
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MR. L. ltJH I TTOME / 
• i •,;;M..,. 

DIRECTOR EUROPEAN/DEPARTMENT 

INTERFUND 

WASHINGTONDC 
I 

I 
I 

THANK YOU VERY MU~H FOR YOUR TELEX OF 
I 

MAR CH 9 • G I VEN THE D I FF I CULT I E S i I N ORGAN I Z I NG MY V I S I T 
I 

TO THE FUND DUR I NG THE FIR ST HAUF OF APRIL I \JJOULD 
I 

SUGGEST THAT THIS VISIT BEGINS qN APRIL 17. IN PRNCIPLE 
I 

I WILL BE ACCOMPANIED BY MESSERJ J. SIi VA I Q8ES, VICTOR 
I 

CONSTANCIO, CAVACO SILVA AND OEHEN GON#ALVES. 
~ I ~II. .._ 

BEST REGARDS 

I 

I MANUEL JACINTO NUNES 
I 
I 
i 

C'C '. 

M/INISTER OF FINANCE AND PLANNING"? 

tfii 

INTER FUND WSH© 

12143 MINFIN P 

-



,, .. 

' \ 
'•. 

Offic·e lvferrtoranduni 

The Managing Director 
TO The Deputy ManJaoing Director 

P. de Fontenay ~ 
I 

FROM 

SUBJECT: Portugal - Use of Fund Resources 

DATE: 

~.w~~ 

lt-r=. '12-,_p ~ .Jk.,,( 

Dcs,-.thJ 

March 9, 1979 

Negotiations with .the Portuguese authorities on a new stand..;.by .arrangement 
were suspended after four weeks at our request until some major·uncertainties 
surrounding the 1979 budget had been removed (see below). Lack of progress on a 
number of key issues was another ·consideration. I w.as. asked whether. it would be 
helpful if the Vice Prime Minister and Minister of Finance, Dr. Nunes, came to 
Washington before negotiations resumed in Lisbon and 1 agreed that this could be 
a useful step. The Portuguese now intend to send to Washington a sizable delegation 
and suggested April 9 as a possible starting date, with discussions resuming in 
Lisbon on April 17. They are anxious to reach an agreement soon, not only in order 
to be able to continue borrowing in the international financial markets, but also 
because they need guidance on policies, particularly as regards the exchange rate. 

It was clear from the start that while the mission had come to negotiate 
a stabilization program, the Portuguese were thinking in terms of a reflation program 
and we had to fight on all fronts to avoid a major relaxation of practically all the 
policies agreed in the 1978 stand-by program, particularly those dealing with the 
exchange rate, interest rates, credit and trade restrictions. The sense of urgency 
which existed last year, when the memory of the mid-1977 exchange crisis was still 
fresh, is largely gone and the ability of the present govern~ent to push through 
unpopular measures is limited at present and will vanish completely as the 1980 
elections approach. Last year's stanq-by program was agreed with a Socialist 
government, .supported by the largest party in Parliament; by contrast the present 
government is only tolerated by the major parties out of a reluctance to bring about 
a government crisis and anticipated elections which would, under the Constitution, 
need to be repeated next year. 

The Portuguese.insisted that they needed a growth rate of 3.5 per cent in 
1979 (implying close to 7 per cent growth through the year) and could not therefore 
reduce the current account deficit below last year's deficit of $950 million (5 per 
cent of GDP). They also wanted to bring down the rate of increase of prices to 
18 per cent (v. 22 per cent in 1978) by reducing the monthly rate of depreciation 
to 0.4 per cent in effective terms after March (from 1.25 per cent under the policy· 
agreed with the Fund) and to lower interest rates by 2 percentage points now and 
another 2 points six months later. This strategy was, as it turned out, not just a 
negotiating stance but one whieh had been carefully prepared before it was adopted 
by the government and used as a basis for the macroeconomic projections presented 
·with the budget. The commitment to a reduction in the rate of inflation was also 
made to assure Parliamentary approval of a statutory 18 per cent limit on wage 
increases (down from 20 per cent in 1978). The mission argued instead that a further 
reduction in the current account deficit to $800 million (4 per cent of GDP) was 
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Office Me1noranduni 

The Managing Director 
TO The Deputy Managing Director DATE: March 9, 1979 

FROM P. de Fontenay 

SUBJECT: Portugal - Use of Fund Resources 

Negotiations with the Portuguese authorities on a new stand-by arrangement 
were suspended after four weeks at our request until some major uncerta·inties 
surrounding the 1979 budget had been removed (see below). Lack of progress on a 
number of key· issues was another consideration. I was asked whether it would be 
helpful if the Vice Prime Minister and Minister of Finance, Dr. Nunes, came to 
Washington before negotiations resumed· in Lisbon and I agreed that this could be r· 
a useful step. The Portuguese now intend to send to Washington a sizable delegation_ 
and suggested April·9 as a possible starting date, with discussions resuming in · 
Lisbon on April 17. They are anxious to reach an agreement soon, not only in order 
to be able to continue borrowing in the international financial markets, but also 
pecause they need guidance on policies, particularly as regards the exchange rate. 

It was clear from the start that while the mission had come to negotiate 
a stabilization·program, the Portuguese were thinking in terms of a reflation program· 
and we had to fight on all fronts to avoid a major relaxation of p~actically all the 
policies agreed in the 1978 stand-by program, particularly those dealing with the 
exchange rate, interest· rates, credit and trade restrictions. The sense of urgency 
which existed last year, when the memory of the mid-1977 exchange crisis was still 
fresh, is largely gone and the ability of the present government to push through 
unpopular measures is limited at present and will vanish completely as the 1980 
elections approach. Last year's stand-by program was agreed with a Soci~list 
government, supported by the largest party in Parliament; by contrast the present 
government is only tolerated by the major parties out of a reluctance to bring about 
a government crisis and anticipated elections which would, under the Constitution, 
need to be repeated next year. 

The Portuguese insisted that they needed a growth rate of 3.5 per cent in 
1979 (implying close to 7 per cent growth through the year) and could not therefore 
reduce the current account deficit below last year's deficit of $950 million (5 per 
cent of GDP). They also wanted to bring down the rate of increase of prices to 
18 per cent (v. 22 per cent in 1978) by reducing the monthly rate of depreciation / / 
to 0.4 per cent in effective terms after March (from 1.25 per cent under the policy 
agreed with the Fund) and 'to lower interest rates by 2 percentage points now and 
another 2 points six. months later. This strategy was, as it turned dut, not just a 
negotiating stance but one which had been carefully prepared before it was adopted 
by the government and used as a basis for the macroeconomic projections presented 
with the budget. The commitment to a reduction in the rate of inflation was also 
made to assure Parliamentary approval of a statutory 18 per cent limit on wage 
increases (down from 20 per cent in 1978). The mission argued instead that a further 

· reduction in the current account deficit to $800 million (4 per cent of GDP) was 
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2 per cent on average) was the maximum consistent with that target. A modest 
reduction in the rate of depreciation, and perhaps in interest rates, could only 
be decided· fine provided the financial policies agreed upon were sufficiently 
restrained to avoid the risk of a resurgence of inflationary pressures and·exchange 
rate speculation. At a last meeting Dr. Nunes offered the following "concessions"; 
they accepted a current account tar. get of $850 million (having 11discovered 11 that the 1 \/. · .. 
inflow of private transfers in 1978 had been underestimated by $40 million) and .a // I\ 
rate of depreciation of O. 5 per cent a month. · . . · 

In defense of the Portuguese position, it must be recognized that the 
economy has weakened markedly since mid-1978 as a result of the credi.t squeeze and 
high interest rates, and that the rate of growth is probably negative at present. 
Also, based on standard cost-price comparisons, the exchange rate appears under-
valued and the competitive position of Portugal continues to improve, with wages 
rising by 18 -per cen.t annually (v. 9 per cent on average in trade partner countries), 
while the effective rate of depreciation is now about 16 per cent. in annual terms. 
The only moot point is ·how·much undervaluation Portugal needs to achieve both·growth 
(through exports and import substitution) and a reduction in the current account I 
deficit. One important consideration is the emergence of capacity constraints in fk 

'the export sector, and particularly in tourism, as a result of a lack of new invest­
ment in recent years. However, the Portuguese would have to be prepared to put into 
place the type of financial policies necessary to support a lower rate of depreciation. 

On paper the figures in the 1979 budget are in line with the targets of 
eliminating the deficit of. the public sector on current operations (which reached 
Esc 28 billion in 1978, equivalent to 4 per cent of GDP) and to reduce the overall 
financing deficit from Esc 84 billion (11 per cent of GDP) in 1978 to about 
Esc 70 billion (7 per cent of GDP) in 1979. On closer ·analysis, however, revenue 
projections appear o~stic, while the realism of some of the exp.eu.diture forecasts 
seems questionable. The mission was particularly concerned at the uncertainty 
surrounding three major problems, (i) the current budget is balanced only through 
the introduction of an Esc 16 billion "extraordinary tax 11 of which about Esc 10 bil- / 
lion would result from taking away·more than half of the salaried workers' 1113th 
month" pay. Even assuming passage of the measure, its implementation would seem 
doubtful in a pre-election climate; (ii) an Esc 6. 5 billion retjucfl on in subsidies 
to public enterprises is only feasible if measures are taken promptl~tse prices 
and rates charged by these enterprises; and (iii) there was no allowance in the budget 
for any effect of a new law on revenue-sharing with local authorities. This law, 
which could have a potentially disastrous effect on the budget would, if it is 
followed to the letter, transfer this year Esc 28 billion from the state to local 
authorities while discussions would be held to transfer also certain ·responsibilities 
from the state to the local governments. It was on the basis of these concerns that 
the mission suggested adjournment of the negotiations until the budget had been 
~pproved by Parliament, the price and cost measures introduced, and the situation 
had clarified regarding the impact of revenue-sharing. Meanwhile, the mission 
recommended an immediate hiring freeze, except for a limited number of priority · 
s.ervices, to put an end to the large recent increases in the number of government 
employees, which threaten a repetition of the 1978 experience of personnel expendi­
tures exceeding appropriations. The position taken by the mission was summed up in 
a letter sent to Dr. Nunes on March 5. 
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On credit policy, ·the Portuguese presented their counter-proposals only on 
the last day and positions were so far apart that it seemed pointless to prolong 
negotiations on that item. In private, they argued that they had had to restrict 
credit drastically after August last year in order to remain within the agreed 
ceiling but they recognized that it was largely the excessive expansio.n of credit 
to the public sector which had forced them to squeeze the private sector.· Whether 
the public sector, including public enterprises, can be brought under control'Temains 
one of the main issues for this year's program. In the absence of administrative 
and· tax reforms, and in the case of the public enterprises, of a reform.of labor 
legislation, the ability of the government to abide by its commitment on credit to 
the public sector, which it failed to do in the two preceding stand-bys, remains 
very much in doubt. 

The Portuguese inquired about the Supplementary Financing Facility but 
agreed that while their financing needs were manageable at present, they were ex­
pected to grow rapidly as a result of debt repayment obligations and could become 
a major problem by 1981..;.82. It therefore seemed preferable·to link Portugal's use 
of the·Supplementary Financing Facility to an Extended Fund Facility. There continues 
to be delays in the elaboration of a medium-term program, b·ut the Portuguese still 
hoped that following the review of the public investment program by a World Bank 
mission in April, discussions on an Extended Fund Facility could take place in the 
fall of this year. 

cc: Mr. Gold 
Mr. Polak 
Mr. Habermeier 
Mr. Sturc 
Mr. Whittome 
Mr. Ware 
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Vice-Pri~e Miu1eter, Minister o! 
and ?lenniogt s..nd Minister !er 
Af!ai.rs 

Ministry ot Finance 
Li~bon 

~e&r Mr. ~iniater: 

Tbe .IMF stzs.ff tee.a has reviewed recent ~Hiono1a>1c develop­
~enta and prospects in Portugal and held pr~li~inary discussions 
on th~ outline of & progr..iu::. which could be supported by a new 
etan.d-by a..rra...Qge!ftent nth the Fund., This le.tter .sur.;:r:.arizcs 
our .views on 'the key a.spect11 of th& program .. 

The ·~ain objective o! the program should be to extend the 
progress a..eh1eved last year in reducing the current account 
Qeficit of the h~lance o! pay~ents. Su~h a reduction is usuallr 
the ~ra..iso~ d 1 etr@" ot a !!abilization progra.li an~ a current 
aceocnt d&fic1t ot ~t ~n ~iliion would see~ to be tbe ~~~~ 
consistent vitb ~uch a prograa. In the eosing years Porttr~al ~ 
~equire large aJaounts of foreign borrowing to ~ustain its de?elop­
~ent ef!ort, prepare its .con~~y !or aocessiou to EEC ~e~bershlpt 
a:11:: face itil e:::tern&l.·-debt repay~<ent ohliga.tions. ·r.'e est1~at:e 
that by 19Bl tAe ~ros• foreign borro~ing require~ent 't':111 be 
around S2 b1iiioa. Thiz exteraal !inancing 1s unlikely to be 
!o~thee~ing a..n.lese ~t c&n be d~~onstr~ted t~at Portu~al is ~a.king 
progress in g5-nera.t1:c..g a higher leyel o! dai::estic s.a:;-ir-.... :;;::s aild 
t:l::.at its :!oreig:o. borr-oring is being directed to µrodt:1-ct~ases 
tha:t rlll eYentually euha.nce the fcreii::n exchange"'· emr:-1g clipa=­
ci~y cf the country. Portu~al's s~terr.al cicbt service bu~de~ 
:.s al:-~ady ~uite bigh and adciini; to it s:hoald be kept t,, a r:.ini-
1:11.;i .. ;:;. Tb.is argues !or ca.ution in the elaboration of e.n. in\'est­
:;;e:::t progr~ t.or the public sector, in.cludin\; public e:::l.te:::-pritH:E, 
especially until such an investcent procr~c h~s been ravi•wod 
i::i itio; entirety and 1ntet:r&.te<! in a meciuE:c-teri:. tre.Pe'f<'·:>:-k 

··!,e believe t.ha.t a reciuctio::.. !.::1 t.be current. e..cc0u.r:t C,Qfic!.':: 
';.'.::! (~ !.800 ~illionig consiste:1t 1.·i.th a :-~te o:. ;::--:,"°tr: l'.',f 
~ ,., ' 1 

!:.-::::.1...:.~· 3 ·per cen't durtns 1679. i.huc, t.··e::-t:u;:A ... wc.~ld l:,;-..v'2' E:c·!:if·Ve--C 
- - - <.,.. - c;;:+ .... r--~ i ~ -:-:.::..~·ic ... · L~~-fi-,...-f rE:~,'!~~"-· Dr.'.'._ .. ,_: ts €:t:~£:-r:1c;.l c·.:: ... :-~~t CT..::·:-
..;_ - <:;. ...,.1 w .._ .. . w ,a;..;.. V ""' - - - ,. \to L4 -..:;:- .- ..._ - • ... f. - - - • • ·~ ! 

ci: fr~~ tbe e~uivale~t 0! s per ce~t c~ u: .. in 1P77 to 4 r~~ 

:: e: =.-:. !. ~ l £' 7 g , at a r ~ l ~::. ~- ,._. :r ~.. :: ~ C ~ :: ~ t c.,, c ~ r: ~ :.. ~ t E :r- ~- ~ c 1 c ~ t 7· ~ t 



i -

0 

0 

0 

-0 

0 

2 

and e~ploy~ent. The aai~ credit for ~his s~ccess e~~~ld b? 
~o exchan~e rate policy 'lrllich allo•ed a subs~antial ~~pe..::.~i~: 
.of :;:::-oducticn. tor export and iraport su.bstit1.:.ti~:..; 'to i::.t.e::-:;6-; 
rate policy, which curbed stockpili:g o! i~ports an.c e~cou~.c:.Z~d 
~he formation of do:estic saviug; and to wage restra.!~~, ,:-:.~;h 
?reserved the gains 1u co~pet~tiveness achieved by th• excb•~ge 
:rat.e depreciation an£i.keptthe ;rorth of pri\"nte co!lstu:;,t!o=. 
1n check. The gains a.ehieved by thes~. policies s~oul~ ~ot be 
compromised by an unti!i!iely change o! course. 

hnothe~ objective ot the progra~ should be to ac~ieve a· 
reduction in the rate of in!lat1on. The lowerin.g o~ the le~~l 
ceiling on wage increases should ma..ke this pc~s1ble, ~ut !i~an­
cial policies have also an important role to play, in partic~la~ 
~Y inducing do~est1e producers to keep their profit ~argi:s ~o 
a m1.ni~uti. I 1.'. proa-peets for an it!provem.ent i:::i the t:.naer ly 1 :::.z 
rate o! inflation and !or the bala.nce of_ pay~ants reza1~ good, 

1 ~t should be possible to euvisage a modest reduction in the 
rate o! deprecia.tion of: the escudo,~.a-~rinterest _ 

\\. rates as well. \:t'e tiust ee.pha.ai~et howevc:-, that although ex­
cba.nge rate policy has o~v-ions iDplications !or the price leTel, 
its ~ain role is to allov the achievement of beth the balz..::c~ 
of pay2ents and growth ta.r&ets. It 'l!t'OUld be da.n.ger~us to recuce 
the rate o~ depreciation or the escudo in order to ec~iev& a 
pre-deter~i~ed price obj&ctive if the new exchance rate policy 
cannot be sustained.,. F'urtber&\ore. the phasing ottt of the 3u . per 
cent iA!.port stirchs.rge in 19'79 rill a.l.re~dy hsve ef·:fect£ or. iz.­
port prices equivalent to a r&dQction in the rate cf ~epraci&tio~. 
':b'e bope, in a.ny ca.se, tba.t the Portuguese authoritie.e ,c"ill ?"~­

~rain fros a pres.atu.re cha.:nge in the present exch1:.n::e rate 
policy• wh:ich would B.2.ke it very difficu.lt to reach a.u 24;:ree::c.ant 
rl.:h the Fa.nd:;-- --- -- · 

Fund progra..:'ls no~ally !&ature aeasur-es to ~ec~ce restric­
tions on t.r&de. s.nd p&:r,:.e:ts. Oa.r discussions indice.te that · 
it sbould be possible to a<::hieve agreement on this .. :;,s hope 
th~t pendi~g a !~nal a.gree~e~t on a ne~ sta.::.~-by f"-:"~enge~e~~, 

. ' ~be cor-mii~ent undert.alcen under the 1978 st.a:1d-by a=r~~e~s=~ 
to reduce the 20 per ceLt ~Eport surcharge to 10 ~Ar ce~t ~= 
April l, 11?79 lt'i.ll be respected. It -could seP.;:. 6!.f'fic:ult: ·r.') 
j~stify an extension o! the surcharge on the brou~d t~at ~~~i­
~ale~t rsva~ue ca..n~ot be c:t~~eC !=o~ ct~er so~~e~~. 

In 1;79 the public sector shoulti oi;. €~E'ct.Pc. 'by r,:~~ci-::.1; 
.. .l!' .. .,t .. ,I-. ~ ,.. ,. - .I. - ~ ,.._ - _, .... "':"" z h., i:"' ~ f" - ..... -. of- !"". :::-. r-- ... = '::--*: «.'. • - f' .. ' - -. 

~ t E c. C • 1. C ... i.,, t ,., 0 t::i ~ e c:.. .- l':..J \J ~ ~ :,.., ,l,.Ji, Y ... - tJ t. - • .., •- 1,,, ._ ... - - .... • - - - - - ..... ~ .. .. • .. • 

e--f 1 c-~ This would be in con:traEt \..-i.th t:.e e~::·er!.e::ct :::! 2::'":"E--- ....... ""• .. 
~.o:c bct:l t.~e trz..c!itic:::.al ;-:~Olic S€ctor ~-:C ~::e r::::.!)lic r:::~~:"-
~=~ses co~ticued to borr~w ~re~ t~e b~~kicg ty~t~= ~t ~~c 
:::-~ G- high ~at. e c. s in. 1 S 7 7 \ ·;.: i l e ~- t e p r: ,~ ~:. ~ o £ r. : -:.:. ~ ":' . =: : :- -· -:. ... ·:· 
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5uch a situation should not be allowed to continue 1~ 1879 
Th& borro\ldng requirements: .of the traditional public socto~ 
~hich ePerge !roe the 1979 budget proposals are consisteDt 
with a oone~~ry policy designed to provide support to ~cono=ic 
e.ctivity and to a.ccoaodate a rate of inflation ·ii'<:ll belo~ 
that of last yea~. We are concernedt however~ ~hcthor ~n 
increase 1n the public sector.' s bor:rorlng neeas overr a..'ld above 
tb.e bt:.cget f!g'UI'6 ca.n be· preV.ertted. ...:tl:e ha.Ve Gade some reco;:.­
cend~tions ,nich, we be11eve, ,rould.help in this respect a~d 
they should be icple~ented soon i! the budget figures are to 
~e used as~ solid basis for a financial program. It is also 
essential tha~ any signi!ica.nt change in the badget proposals 
whic~ threatens to enlarge the deficit be offset by so~e other 
so.J.rce o~ revent1e· or by expenditure reductions. Othe:ri:'i se, 
the objective o!. achieving an appreciable reduction i~ the 
overall deficit by co=pa.riaon T.ith 1978 would not be attained 
e.nd a reasonable cred~t policr could not ba followed ~~thout 
once again exoess1vely restr~cting credit to the private 
sector. 

As for the public enterprises, by the ti~e our ne~otia­
tiqns resume~· we would expect the !inancial. situation o! 
these enterprises &nd their prospects for 1979 to be better 
known. This woeld enable us to ascertain that both their 
curre~t operating results and their inveet~ent progra.t:ls are 
consistent "'1.th the ~a.in ele~ents of the stand-by progre.s., 
p&:-ticttlarl:, · the al.lowa.ble expansion of bt:..:::.k credit and the 
target :or the current aceou.nt deficit of the balance of 
payments. 

We ·shall take rl.tn us to Washington the Govern~ent's 
proposed alternatives. -to-- some of· the targets and policies 
that we suggested• and th~y will b& given careful considera­
tion by the .Fund Mana.ge;;;ent and staff. · It reoains our sin­
cere hop& that 'file can.soon reach cocplete a.g;ree~ent on a pro~ 
gr~ which ~11 contr~bnte to the i~provement o! econo~1e 
cond~tio~s in Portugal. 

iieepect£uJ_ly v-· .. ,-C" 
_, V\;(..-. ... f 

Patrick cie Fontenay 
!ie~-ti of : .. ~iE:~i«:·::. 
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February 27, 1979 

MEMORANDUM FOR FILES 

Subject: Portugal 

Mr. de Fontenay phoned from Lisbon today. He said that they 
had now had an opportunity to study the budget and on paper it looked 
acceptable, but there had to be great skepticism as to whether or not it 
was realistic. He gave some examples of this throwing doubt on the 
likelihood that a large "extraordinary" tax would be introduced and also 
whether a wage tax that virtually halved the 13-month bonus would be 
implemented. He also thoughtthat the estimates of other items on the 
receipts side were over optimistic. He had muchthe same doubts on the 
expenditure side giving one example that the new budget presumed no 
increase in health expenditure, whereas last year such expenditures had 
risen by 30 per cent and no changes in the system of benefits had been 
made. All in all he conveyed the impression that in reality the budget 
could turn out to be a very great deal weaker than the estimates that 
had been presented. 

He had now come to the conclusion that it would be better 
to write a letter to Minister Nunes and explain his broad doubts and 
then return to Washington with the intention of resuming discussions 
after Easter-. Hopefully, by this time the Portuguese Government would 
have taken measures to validate the budget estimates. Mr. de Fontenay 
gave some examples of the points he wished to make in his letter, and 
said that he had wondered about including a reference to a need for a hiring 
freeze for the public sector. I suggested that this latter point should 
be dropped from any written communication. 

As regards the exchange rate de Fontenay thought that it would be 
··· inadvisable to make any concession at this stage both for tactical reasons 
and because until the budget outcome could be seen very clearly there would 
have to be great doubt as to what rate of depreciation would be appropriate. 

L. A. Whittome 

cc: SED 
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February 23, 1979 

MEMORANDUM FOR THE FILES 

Subject: Portugal 

Mr. de Fontenay phoned yesterday. He reported that the discussions 
to date--and they have been there three weeks already--have been slow and 
painful and they had yet to discuss 1979 or be given a'copy of the proposed 
budget. · 

In an attempt to speed matters, Mr. de Fontenay summarized his 
own views, namely a target in 1979 of a current account deficit of $800 million 
and through the year a rate of growth of 3 per cent (2 per cent, 1979 over 1978) 
and a reduction in inflation. The response of the Portuguese was to counter 
with a statement that they needed a growth rate of 3.5 per cent in order to 
ensure no further increase in unemployment, and this implied a current account 
deficit of $950 million. ·In addition, they insisted that the presently agreed 
rate of monthly depreciation be reduced to_0.5 per cent. 

Mr. de Fontenay said that they might need to remain for some time 
yet as not having been given thebudgetfigures they had yet to discuss credit 
targets. Moreover, the budget presentation might be less than candid--he 
mentioned a large appropriation pushed through in December in order to improve 
the look of the 1979 budget. 

I counselled against t,rying to tie up all the ends at this stage and 
suggested that he should seek a private meeting with Nunes, during which he 
would get away from arguments on precise figures and instead emphasize the 
need for a conservative approach in the present stage of convalescence (if it 
is that) and to· end up by taking the line that of course tactically it was 
tempting to put forward bargaining positions but a sense of responsibility and 
of time was needed. I also cauEioned him not to forget that there were surely 
at least two views within the circle of Portuguese officials and our job was 
to attempt to strengthen those who might think as we did whilst helping to 
puncture the arguments of others. 

If the mission continues for some time, Mrs. Teigeiro will need to 
return early for medical reasons. 

;$¥' 
L.A. Whittome 

cc: SED 
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February 16, 1979 

MEMORANDUM FOR FILES 

Subject: Portugal 

I spoke to Mr. de Fantenay on Wednesday,· Eebiuat:y .. 14:.. He .said 
that the budget would be presented to Parliament on Wednesday and on 
that day he would meet with Mr. Nunes. He said that so far they had 
only been able to make an assessment of developments in 1978 for the 
Portuguese authorities were not yet prepared to discuss 1979. He had, 
however, some reason to believe that the prospects for 1979 would be 
disappointing in that a revenue sharing bill giving local authorities 
more than 10 per cent of the State Budget receipts was likely to 
prove more costly than had been originally expected. In addition, 
there had recently been heavy flooding which would certainly affect 
agriculture this year. The Portuguese had again emphasized that they 
wished to move to a slower rate of exchange rate depreciation, to 
reduce interest rates and to relax overall credit, 

Mr. de Fontenay said that the figures available suggested 
that the economy had weakened rather more than had been expected and 
he said that he himself would favor a relaxation in credit designed 
to ailow a real rate of growth of 3 per cent during 1979 which would 
be consistent.with a growth rate of some 2 to 2 1/2 per cent 1979 over 
1978. It had been calculated that this would be compatible with the 
current account deficit of $800 million. It was emphasized that:the 
financing of the current account provided no problem at all at present. 
Mr. de Fontenay envisaged that it would be necessary to return to Lisbon 
once the outcome of the budget was known--perhaps around April--and it 
might be advisable to pay a further visit in May when the wage position 
would be clearer. In conjunction with Mr. Schmitt I said only that 
great care should be exercised when leaving any memorandum behind at 
this stage and in particular it would be wise to eschew figures. I 
also said that if he thought it proper to relax the present set of 
conditions it would seem preferable to agree to a somewhat lower rate 
of depreciation (exports in volume terms had jumped very sharply in 
recent months) but to make as little concession as possible on interest 
rates. I also said that I thought we would never be in a position 
where we knew all the answers and that therefore he should not think in 
terms of more than one return visit, 

L, A. Whittome 

cc; SED 
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[ NEGOTIATIONS LIKELY TO BE DIFFICULT. ECONOMY DID WEAKEN MARKEDLY IN SECOND 

HALF AND RATE OF GROWTH IS NOW PROBABLY NEGATIVE. PARTUGUESE WANT RELAXATION 

OF CREDIT. LOWERING OF INTEREST RATES AND REDUCTION IN RATE OF pEPRECIATION. 

WE HAVE NOT SEEN NEW BUDGET WHICH IS TO BE PRESENTED TO PARLIAMENT ON THURSDAY. J 

WILL CALL AS SOON AS PHONE SERVICE IS RESTORED. 

REGARDS, 

PATRICK 

[ IN FUND CIPHER J 
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Portugal Briefing Paper for the Managing Director 

1. Introduction 

A Portuguese delegation consisting of Di. Jose da Silva Lopes, Governor 

of the Bank of Portugal, Dr. Vitor Constancio, Deputy Governor, Dr. Anibal 
0 

Cavaco Silva, Director of Research of the Bank of Portugal, and Dr. Ohen 

Goncalves, Director of Research of the Ministry of Finance, is coming to the 

Fund on April 19 and 20, in connection with the current discussions on a 
~··') 

stand-by arrangement. SL'..-va Lopes has no political affiliation, but he was 

Minister of Finance in the short-lived Government of Nobre da Costa last year. 

he has been courteous and often sympathetic in dealing with us. Constancio 

is an important figure in the socialist party. He was Minister of Finance 

in the second Soares Government and the last stand-by was largeLy negotiated 

with him. He was also until recently in charge of the negotiations with 

the EC. He is a well trained economist but tends to be somewhat mercurial 

and can dominate the proceedings on their side. 

2. Portugal's relations with the Fund 

Negotiations on a new stand-by arrangement in the second credit tranche, 

which took place in Lisbon in February-March, were suspended until Parliament 

had voted on the budget, prices and rates charged by public enterprises had 

been raised, and the Government had disclosed its proposal on the implementa­

tion of the new revenue-sharing legislation. The position taken by the staff 

team is summed up in the attached letter to the Minister of Finance. 

The current second tranche stand-by arrangement with Portugal, under which 

no drawings liave been made, runs out in June. The Fund's holdings of escudos 

are equivalent to SDR 172.3 million compared with a quota of SDR 172 million. 

These holdings include SDR 0.9 mili{on resulting from the third distribution 

of gold and Portugal has thus ~11 its credit tranche position available to it. 
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The Portuguese hav~ told us that they need to reach an agreement with ui 

in order to be able to continue borrowing in the international capital markets, 

and up to now the discussions have focused on an arrangement which would 

include the second credit tranche. They have inquired about the SFF and a 

third credit tranche but they have so far agreed that their borrowing needs 

will grow in the coming years as a result of their debt repayment obligations 

and their investment program and that it would thus be preferable to link 
. 

the SFF to a future EFF program. The Portuguese and we had hoped that the 

latter could be negotiated this fall, but it is now unlikely that they can 

meet such a timetable. 

3. Recent developments 

The 1979 budget and economic plan, as well as the proposed 18 per cent 

ceiling on wage increases in 1979, were narrowly defeated in Parliament on 

March 22. The Government stayed in office, however, and it has already sent 

back the wage ceiling to Parliament and intends to resubmit its budget with 

little change. The recent split of the Social Democrat party, which abstained 

on the budget, is said to improve the chances of passage of the Government's 

proposals. Nevertheless, the position of the present Government, made up of 

lawyers and technocrats appointed by President Eanes, without support from any 

of the political parties, remains weak and is likely to grow weaker as the 

general elections, scheduled for early 1980, come closer. 

ln the early months of 1979, inflation remains a serious problem while 

there is no reason to expect that the economic downturn which occurred in the 

third quarter of 1978 has been reversed. The surge in inflation to 25 per 

cent at end-1978 had been attributed to some administered price increases late 

in the year and some moderation from this rate of inflation was anticipated. 

( ) 
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It did occur in January, but consumer prices rose by almost 2 per cent in 

February and prices were once again 25 per cent above year earlier levels. 

The recent decision to raise by 18 per cent the prices of some basic staples, 

and the expected increase in public utility rates will puih up prices further. 

On the external side, the monetary authorities have been intervening recently 

in the foreign exchange market more heavily than in the same period in 1978. 

Official holdings of foreign exchange declined by US$170 million to US$665 mil­

lion between end-December 1978 and end-March 1979. 

4. Main issues for discussion 

For the Portuguese, the purpose of the visit is said not to be to resume 

negotiations on a stand-by arrangement but to exchange views on recent develop­

ments and prospects and to seek guidelines on the policies to be followed by 

Portugal in the months ahead, particularly with regard to the exchange rate, 

interest rates, credit policy, and public finance. The discussion will, 

nevertheless, be very material to any new stand-by program. We have arranged 

that the Portuguese delegation should meet primarily with the staff team which 

has handled the current negotiations, but the delegation will also want to 

hear your views. At lunch on Thursday you may want to support the position 

taken by the staff so far, viz. that credit policy must remain prudent, in 

view of the continued inflationary pressures and large current account defi­

cits, and that steps must be initiated immediately to bring public sector 

expenditure under control. If we are satisfied with the commitments on 

these two points, we could then agree to a further reduction in the rate of 

depreciation of the exchange rate and to a small cut in interest rates. We 

would like to leave open the possibility of a meeting with you on Friday 

afternoon if this should appear necessary in the light of our discussions. 
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The Portuguese have agreed that the stand-by program should aim at a 

further reduction in the deficit on the current account of the balance of 

payments. We have insisted on a maximum of US$800 million (v. US$950 million 

in 1978); they prefer US$850 million (Table 1). The difference is insignifi-

cant, but what is important is that the outturn should not be worse than that 

recorded in 1978. For the stand-by program we have projected an overall 

balance of payments deficit, including government compensatory borrowing, 

roughly the same as last year's (US$300 million). The Portuguese believe 

that their current account target is consistent with a 3 per cent rate of 

growth of real GDP in 1979 (implying a rate of growth of about 6 per cent in 

through-the-year terms). We have many doubts on this and suspect that it is 

not reconcilable with a rate of growth of more than 4 per cent during the 

year (2 per cent on average) (Table 2). 

lhe Portuguese authorities are concerned at the high rate of inflation 

and are determined to prevent a further decline in real wages (which in 1978 

fell to 13 per cent below the 1975 level jj and were only 7 per cent above 

the 1973 level). They believe the proposed 18 per cent wage ceiling can only 

be approved by Parliament and respected by the unions if it becomes more 

apparent that the inflation rate will also be brought down to 18 per cent 

during 1979. For this they look mainly to a reduction in the monthly rate 

of depreciation of the effective exchange rate from 1.25 per cent up to end­

March 1979 to a proposed 0.50 per cent thereafter. 

We have argued against using the exchange rate mainly to reduce infla­

tion and suggested that a reduction in the rate of depreciation could be 

acceptable provided financial policies were restrictive enough to make the 

J./ The postrevolutionary wage explosion of 1974-75 raised real wages by 
23 per cent. 
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ne,;.; exchange rate policy viable. Meanwhile the Portuguese have taken advantage 

of the fac.t that their commitment to the Fund on the exchange rate ran out 

at the end of Marc.h to reduce the monthly r.ate of depreciation for April to 

l per cent. We were told that this was subject to discussion with us and the 

change in policy has not been officially announced. 

We agree that, at its present level, the effective exchange rate for the 

escudo is very competitive (see attached Chart). This is appropriate given 

the balance of payments (,....-'fie.it and domestic. unemployment, but there is no 

need to increase the undervaluation, inasmuch as capacity limits are being 

approached in the export industries and have already been reached in the 

tourism sector. The differential between the rate of increase of wages in 

Portugal and in its main trading partners is about 9 per cent (0.75 per cent 

a month). While we have no difficulty in accepting a reduction in the rate 

of depreciation to 1 per cent 'now, there would be some advantage in postpon­

ing a furth~r reduction to 0.75 per cent until we get a firm commitment on 

the stance of credit policy and on public finance. 

Credit policy remains an important area of disagreement with the 

Portuguese who want to reflate the economy with easier credit. We agree that 

something must be done to promote a recovery of economic. activity, but we 

believe that it would be dangerous, given the present rate of inflation and 

the balance of.payments deficit, to have a major relaxation of credit policy. 

A rate of increase of M2 of about 23 per c.ent during 1979, implying a credit 

expansion of 26.5 per cent (as a percentage of initial money stock) seems to 

be the maxirn~·m acceptable (Table 3). The Portuguese proposal (of a 31.2 per 

cent increase in credit) assumes a significant decline in the income velocity 

0f money. On interest rates, we could accept the Portuguese proposal of a 
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2 percentage points reduction and perhaps a further cut in six months if the 

rate of inflation decelerates. So long as the reduction in the annual rate 

of depreciation is larger than that in interest rates, there would be no 

incentive to capital outflows. 

An improvement in public finance should be the main contribution of the 

next stand-by and it must be made clear to the Portuguese: (1) that there is 

a maximum increase in credit to the public sector which would be regarded as 

acceptable to us and (2) that we must have some guarantee that, in contrast 

with the two previous stand-bys, this subceiling will not be exceeded. There 

is a need for a major administrative reform, a tax reform, and as far as the 

public enterprises are concerned, changes in labor legislation. These will 

obviously take time. In the meantime, it is important to make a start now 

by putting in place measures of expenditure control. We have suggested a 

hiring freeze in the public sector but we would like to supplement this with 

other measures such as quarterly budget reviews and monthly cash limits on 

public spending. 

As far as the public sector deficit is concerned, the defeat of the 

budget puts the goal of eliminating the Government's current deficit and of 

reducing the overall deficit to Esc. 75 billion or less than 8 per cent of 

GDP (v. 10.7 per cent in 1978) in jeopardy (Table 4). We should, however, 

continue to press for an overall deficit below last year's Esc. 84 billion 

(v. Esc. 47 billion in 1977); otherwise the burden of adjustment will again 

fall entirely on the private sector. An overall deficit of Esc. 80 billion, 

of which th€ banking system would finance about Esc. SO billion, would be 

barely acceptable. If this target is impossible to achieve due to the unpop-. , 
ularity of certain tax measures included in the recently defeated budget 
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proposal, we would have to press for restraint on government expenditures, 

even investment expenditures, if necessary, as a means of reducing the deficit 

in the short run. We have warned the Portuguese that we would prefer putting 

the public enterprises under the public sector subceiling but we may, in the 

end, have to settle for an indicative ceiling. We shall, however, insist that 

price measures be taken to make the reduction in subsidies as shown in the 

budget realistic. We also want to review the investment program of the public 

enterprise sector to chec~ its consistency with the macroeconomic projections. 

On restrictions, we do not anticipate major difficulties in reaching an 

agreement. We shall continue to press for the elimination of the 30 per cent 

import surcharge on October land for initiating a progressive reduction in 

the 60 per cent import surcharge (which affects about 2 per cent of imports) 

and quantitative restrictions. 



Table 1. Portugal: Balance of Payments 1977-79 

(In millions of U.S. dollars) 1/ 

1977 1978 1979 
Estimate Projection 

rts of goods a~d services 
Unit value 
Volume 

Imports of goods and services 
Unit value 
Volume 

Balance of trade and non­
factor services 

Investment income 

Private transfers 

Current account 

Capital movements 
Medium-term and long-term 

capital, net 
Of which: 
Government compensatory 

borrowing 
Short-term and errors and 

omissions 

Balance on nonmonetary 
transactions 

Overall balance, inclu­
ding government com­
pensatory borrowing 

~~e::iorandum i ten: 
Growth·.in foreign markets 

2,890 

5,344 

-2 ,454 

-179 

12134 

-1,499 
(9) 

95 

(--) 

-33 

-1.437 

-1, 437 

3.3 

3,513 
~ 

0 

15 

5, 713 
6 

-2,200 

-327 

1,585 

-94iTt! 
(5) 

739 

(450) 

356 

153 

-297 

4.8 

4,165 
8 

10 

6,340 
9 
2 

-2, 175 

-415 

12790 

-800 
(4) 

600 

(300) 

200 

-300 

~ources: D2ta provided by the Portuguese authorities; and 
st:sff est:L:::a:es. 

2./ 1,:u::1':Je:."s in Rarentheses are pe,rcentages of GD?. 
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Table 2. Portugal: National Accounts, 1970-79 

~~css ~o~escic expen-
ditures 

?~iv2te consur:.ption 
?u~lic consu=:ption 
Investwent 

Of which: 
Gross fixed capital 

formation 

E~~orts of goods and 
services 

Imports of goods and 
services 

GDP at market prices 

Memorandum items: 
Partner co~7tries 

real GNP:.:. 

GDP.deflato: 41 Savings rat1.o-

Contribution5yo growth 
rate of:­

Domestic expenditure 
Of which: 
Changes in stocks 

Foreign balance 

1970-73 

9.6 
9.7 
7.6 

10.8 

10.9 

10.9 

13 .2 
8.6 

4.8 

7.4 
24.8 

10.2 

0.4 
-1.5 

1974 1975 1976 1977 
Annual percentage change 

6.3 
9.7 

17.3 
-8.5 

-7.0 

-15.7 

4.8 
1.1 

0.6 

19.4 
19.5 

6.9 

-0.8 
-5.8 

-8.9 
-0.9 

6.6 
-45.3 

-11.3 

-15.6 

-25.2. 
-4.3 

-1.3 

15.8 
14.1 

-10.2 

-8.5 
5.9 

8.2 
2.0 
7.0 

32.8 

1.0 

3.4 
6.9 

4.2 

16.0 
14.5 

8.0 

5.2 
-1.1 

6.8 

8.0 
29.1 

12.0 

6.1 

9.6 
6.1 

2.2 

26.0 
19.4 

8.0 

3.8 
-1.9 

19 7 J_/ 19 7 r}:_I 

0.4 
1.3' 
7.8 

-6.2, 

4.0 

0.7 

1.9 

15.3' 10~0 

0.2 
~ 

3.2 

.3.2 

21. 4. 
22.6 

0.5 

-2.4 
2.7 

2.0 
f.o 

3. 3· 

20.0 
22.6 

0.7 

1.3 

Sources: Bank of Portugal, Annual Reoorts; National Institute of Statis­
tics, Nonthlv Bulletin of Statistics; and data provided by the Portuguese 
authorities. 

1/ 
2/ 
3/ 
4/ 

Preliminary estimate. 
Staff projection. 
Industrial countries, trade-weighted. 
Total national savings, including foreign re.!!littances, as a 

disposable income of households and businesses. 
percentage 

5/ Change in conscant prices as a percentage of previous years GDP. 

·. i / 79 
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'../ Table 3. Portugal: Comparison of Monetary Projections 

1978 1979 
Through the 

Through Portuguese 
Average the year 1/ proposal I 

Per cent change 

Year 
IMF 

2:..1 II 11 

\~ GDP (market prices) 3.2 6.0 3.0 4.0 

0 

/\ 
' ' \ _,/ 

GDP deflator 

Velocity 

Average money stock 

December/December money 
stock 

Domestic credit expan­
sion as a percentage 
of initial money 
stock, end-period 

Ne't foreign assets !!J 

Net domestic credit 
Public sector 
Private sector 

Money stock 

Other items, net 

21.4 

-0.6 

26.0 

28.3 

30.3 

25~0 

-2.6 

26.0 

28. 3 

30.3 

Change in 

15.2 

172.0 
48. 7 

123.3 §) 

160.7 

26.5 

14.0 18.0 18.0 

-4.5 

2 7. 3 24.5 25.2 

26. 4 21.5 22.7 

31.2 25.2 26.4 

billions of escudos 

-14.7 2/ 

233.8 183.6 192.4 
60.0 47.2 53.0 

173.8 136.4 139.4 

198.7 156.5 165. 3 

20.4 27.1 27.l 

Sources: Data provided by the Portuguese authorities; and staff estimates. 

1/ Estimated. 
2/ Program as presented to Portuguese. 
3/ Maximum ·acceptable. 
4/ Including effect of coi.mting special compensatory borrowing by the 

Central Government as an above-the-line capital inflow. 
5/ :tie Portuguese have indicated that the Central Government may increase 

it~ net foreign borrowing in 1979 by US$300 million or Esc 15 billion. To 
t.he extent that such borrowing actually takes place, the net foreign assets 
of the banking system could show .. no change, while domestic credit to the pub­
lic sector could be reduced to Esc 45 billion. 

§_/ Including credit to public enterprises estimated at Esc 42.2 billion 
during 19 78. 

4/17 / 79 
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Table 4. Portugal: Pub:lic Sector Finances, 1977-79 1/ 

(In billions of escudos)'!:../ 

1977 2./ 1978 1979 

Current receipts 
Direct taxes and con­

tributions to social 
se.curity 

Indirect taxes 
Other 

Current expenditures 
Goods and services 
Subsidies 
Transfers 
Interest payments 

Current balance 

Capital receipts 

Capital expenditures 
Investmant and transfers 
Net lending 3../ 

Capital balance 

Other Treasury opera­
tions, net 

Overall balance 

Memorandum items: 
Bank credit to pub­

lic sector 
Bank credit to Pro­

ductive sector· 

173.6 

80.5 
82 .1 
11.0 

182 .1 
87. 0 

· 21. 7 
61. 9 
11.5 

-8.5 
(-1.4) 

5.3 

41. 9 
39.8 
2.1 

-36.6 

-2.1 

-47.2 
(-7.5) 

47.8 

138.1 

Budget 
forecast Outturn }../ 

225.9 

107 .2 
106.3 
12.4 

222.6 
105. 8 
28.3 
63. 5 
25.0 

3.3 
(O. 4) 

3.7 

54.6 
42.6 
12.0 

-50.9 

-6.0 

-53. 6 
(-6.9) 

37.0 

104.7 

210. 5 

103. 0 
97.4 
10.1 

238. 7 
112 .4 

30.5 
73.1 
22.7 

-28.2 
(-3.6) 

3.4 

55.1 
43.7 
11. 4 

-51. 7 

-4.1 

-84.0 
(-10. 7) 

48.7 

123.3 

Budget 
forecast 

279.9 

136.3 
123. 5 
20.1 

2 79. 3 
136.3 

31. 8 
82. 6 
28. 6 

- o~6 
(0.1) 

3.9 

74.6 
56.9 
17.7 

-70. 7 

-3.6 

-73. 7 
( -7. 7) 

47.2 

145.2 
,/' 

IMF 4/ 
alternative 

271. 0 

127.4 
123.5 
20.1 

276. 0 
133.0 

31. 8 
82.6 
28. 6 

-5.0 
(-0.5) 

3.9 

74.6 
56.9 
17.7 

-70.7 

-3.6 

-79.3 
(-8.3) 

53.0 

139.4 

Sources: Data provided by the Portuguese authorities: and staff estimates. 

1/ The public sector is defined to include the central government autonomous 
funds and services, plus the local authorities and the social security system, 
but excluding r-ublic enterprises. 

2/ Numbers in parentheses are per cent of GDP at market prices. 
3/ PrQvi.sional. 
4/ Mdximum acceptable deficit. 
1:. Net lending by the central administration to the productive sector, 

4 / 17 /79 
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INTERNATIONAL MONETARY FUND 
Portugal--1979 Use of Fund Resources 

Minutes of Meeting No. 1 

Held at the Bank of Portugal 
on Thursday, May 17, 1979, at 4:00 p.m. 

Portuguese Representatives Fund Representatives 

Dr. Cavaco Silva 
Dr. Alfredo Amaral 
Eng. a Engrid Almeida 

I . Introduction 

Mr. 
Mr. 
Mr. 
Mr. 
M-~ 

de Fontenay 
Premchand 
Osunsade 
Stuart 
Mitra 

At this meeting, the basic schedule of the mission was agreed 
before turning to a review of recent economic developments, particularly 
as they related to production and demand, unemployment, prices and wages 
and the trade account of the balance of payments. 

Dr. Cavaco Silva recognized that the staff team would like to 
concentrate on a review of the government budget and the situation of 
the public enterprises. These areas would be examined in meetings 
within the Ministry of Finance. Following a review of economic 
indicators and a meeting on recent monetary developments on the following 
day, discussion with the Ministry of Finance could begin on Monday, May 
21. Mr. de Fontenay indicated that beginning on May 21, the staff team 
would like to meet with Dr. Ohe Concalves; Dr. Almeida, the Secretary 
of State for the Treasury responsible for Public Enterprises; represen­
tatives of the Public Accounting Department; the Secretary of State for 
the Budget to look at budgetary procedures and controls; and the 
SGcretary for Public Administration to look at administrative reforms 
and wage policy. Also, Mr. Premchand would be interested in meeting 
with a section of the Public Accounting Department attached to a major 
spending Ministry

0 
Finally, Mr. Osunsade would be interested in 

reviewing with Dr. Mendes the recent evolution of the external debt 
and progress in improving the reporting system, and Mr. Premchand 
would want to meet with the people in the Bank of Portugal w~o were 
responsible for recording the operations of the Treasury. 

II. Recent Developments in the Domestic Economy 

The Portuguese representatives presented several tables, most of 
which had been prepared in connection with work on the Annual Report of 
the Bank of Portugal. Dr. Cavaco Silva indicated that it was his 
impression that the economy continued to stagnate; price data for April 
were in line with an average rate of price increase in 1979 of 21 per 
cent. Unemployment had increased slightly. Data on exchange market 
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intervention by the Bank of Portugal suggested that the balance of 
payments had performed well in the first quarter of 1979 Data on 
foreign trade were still only.available for January. • 

By way of introduction to a more detailed review of the tables 
being presented, Dr. Amaral noted that little or no data were available 
on 1979, while the recen,t data for 1978 were little changed from 
previous estimates. In Table 1, the sectoral composition of GDP, the 
only important change was a downward adjustment of the estimate for 
electricity production. Real domestic product at factor cost was still 
estimated to have risen by 3 4 per cent in 1978 However the time . . ' 
path of activity was now thought to be different (Graph 1). 

The deceleration in activity in the second and third quarter had 
been greater than originally thought, with a recovery in the fourth 
quarter. This recovery was concentrated in export-oriented light 
industry. It was felt that during the earlier part of the year, 
stocks of exportables had been run down, but as the recovery of demand 
continued, production of exports started to increase toward the end of 
the year. Heavy industry experienced a decline throughout 1978. 
Looking at capacity utilization ratios (Graph 2, Table 24), all sectors 
had shown declines except for consumption goods, closely related to 
exported goods, where capacity utilization ratios had risen in the 
third quarter of the year. The investment goods sector showed a strong 
decline after the second quarter of the year. 

For construction, sales of steel and cement (Graph 3, Table 29) 
suggested a decline beginning in the second quarter of 1978 which 
extended into the first quarter of 1979. It was accepted that bad 
weather conditions in the first quarter of 1979 may have been a factor 
in the continuation of this trend. Also, the decline in sales of steel, 
which was more marked than the decline in sales of cement, could have 
been related to the fact that speculative stock piles of steel products 
had been built up during the speculative period prior to mid-1978. 
Dr. Mateus noted that in addition to the recovery of export production 
in the fourth quarter, retail sales (Graph 6) had also shown a strong 
recovery in the fourth quarter. Demand for consumer and intermediate 
goods may have recovered as early as the third quarter of 1978, though 
demand remained below 1977 levels (Graph 4). Mr. Stuart noted that 
it was generally accepted that destocking had been an important factor 
in turning the balance of payments around in 1978, He wondered whether 
there were any signs that a general replenishment of stocks, such as 
had affected export production toward the end of 1978, was now spilling 
into an increased demand for imports. Eng.a Engrid replied that 
preliminary figures for January did not show any signs of this, but she 
had recently been informed that import figures for January were to be 
revised substantially upward. Also, leading indicators suggested a 
significant increase in imports in February. 

0 

0 
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Turning to expenditure (Table 3), Dr Amaral noted that the major 
change from previous estimates was a reduction in the increase in public 
consumption in 1978, related to an upward revision of the base figure 
for 1977, due to a reclassification of public transfers as consumption. 
The investment figure was unchanged~ the volume of exports had been 
revised downward to take account of a higher deflator, and a decline in 
import volumes was now shown. Private consumption had increased by 
1 per cent, despite a sharp decline in purchases of consumer durables, 
particularly automobiles, despite a further decline in labor incomes. 
(Total wages and salaries grew by only 17 per cent compared to an 
increase in consumer prices of 22 per ~nt (Table 11)). Other incomes 
(profits and interest in particular) and private transfers had risen 
sharply. As a result, real disposable i~come grew by 6 per cent. As 
private consumption grew by only 1 per cent, there was a substantial 
rise in the propensity to save, and the Portuguese representatives 
attributed this to the large increase in the importance of private 
remittances from abroad in total disposable income. 

As for investment, the Portuguese representatives argued that a 
number of the available indicators showed a decline in investment 
activity beginning in the third quarter of 1978. Thus, although invest­
ment intentions for the year as a whole showed an increase in escudo 
terms of 60 per cent from a year earlier (Table 31), quarterly figures 
dropped sharply in the second half of the year (Graph 7). Demand for 
investment goods declined steadily through 1978 (Graph 4). Mr. de Fontenay 
questioned this pe~simistic view. The total supply of machinery in the 
economy had rebounded in the fourth quarter of 1978 to its peak level 
of the second quarter of 1978 (Graph 9, Table 28), mainly due to the 
spectacular recovery of domestic production. Building permits issued 
in 1978 stabilized at about the level recorded in respective quarters 
of 1977. 

By way of summary, Mr. de Fontenay recalled that earlier in the 
year it had been thought that real output was declining, following a 
downturn in mid-1978. It was now apparent that a recovery had occurred 
in the fourth quarter but due to a lack of data of 1979, it was not 
known if this recovery had continued. It could be assumed that private 
consumption continued to develop in 1979 as it had in 1978, buoyed by 
increases in non-labor income and private remittances from abroad as in 
1978. It was likely that public consumption was still increasing, 
while the foreign balance continued to make a positive contribution 
to domestic growth. It was difficult to gauge the present level of 
investment activity. The Portuguese representatives were of the 
opinion, in the absence of firm indicators, that the economy was 
stagnating. All areas of investment activity, but in particular 
construction, were in serious difficulties. Dr. Covaco Silva noted 
that banks were unable to lend the amounts allocated to them by the 
Bank of Portugal for the productive sector. 
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Reviewing recent price developmentsP Dr. Cavaco Silva noted 
that consumer prices in the first quarter of the year were 25 per cent 
above year levels (Table 12). Certain administered price increases had 
occurred in mid-April and part of their effect would be felt also in May. 
On average, prices rose by 3 per cent in April, but given the much 
larger increase of 6 per cent in April 1978, the through the year rate 
of price increase declined to 21 per cent in April. Some moderation 
was expected in the second half of the year, and for the year as a whole 
it was expected that prices would rise on average by 21 per cent. 

The composition of price increase in 1978 was explored (Tables 14 
and 15), where for the second year in a row, almost half of the rate of 
inflation was attributed to increases in other incomes. Imported 
inflation continued to be a problem despite the decline in world prices, 
due to the depreciation of the escudo. Mr. de Fontenay asked why profit 
margins had continued to rise in 1978, when demand was not seen as 
excessive. The Portuguese representatives attributed this to increased 
profit margins in the export sector, higher administered prices which 
had raised margins in the public enterprise sector, and higher interest 
rates. They also felt that expectations of higher prices had operated 
directly to raise prices beyond what would have been expected given cost 
developments. Finally, continued low agricultural output contributed to 
some price increases, though periodic shortag~s of imported agricultural 
goods were less of a problem recently as import limitations had been 
liberalized. 

T~rning to unemployment, Dr. Amaral indicated that between the (} 
second half of 1977 and the second half of 1978, the unemployment rate, '-­
as measured by the Institute of Statistics, had increased from 7.9 
per cent to 8

0
4 per cent (Tables 7 and 8). Employment had increased 

slightly, on average, in 1978, and this was concentrated in such export­
oriented sectors as clothing and footwear, and in the chemical sector, 
due to the opening of the refinery at Sines (Table 10). Limited data 
were available for early 1979, which showed a slight increase in the 
number of people looking for a new job (Table 9), but this could have 
been related to seasonal factors. 

As for labor income, the total wage bill had risen by 17 per cent 
in 1978 (Table 11), and with employment rising by as much as 1 per cent, 
the per capita annual wage bill had risen by slightly less. There was 
an acceleration in the rate of increase in daily wages, particularly 
in Oporto, in the fourth quarters of 1978, and this was attributed to a 
concentration of wage agreements in this quarter (Table 33). A set of 
indicators showing the timing of wage negotiations was to be provided. 
It was pointed out that the daily wage continued to understate increases 
in labor costs, as certain benefits such as lunch subsidies had been 
increased in 1978. 

Salaries of civil servants had been increased by 14 - 15 per cent 
in May of June 1978, retroactive to January of that year. Also certain 
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benefits, such as bonuses according to years of service and lunch 
subsidies, had been introduced during 1977 but affected all of 1978. 
It was estimated that the average annual salary of civil servants had 
risen by less than 20 per cent in 1978~ 

III . External Trade Developments 

a 
Eng. Engrid Almeida presented a series of tables showing the 

final trade figures for 1978, showing exports and imports by industrial 
and functional classification, and imports of food by public agencies, 
according to the "Food Plan." Preliminary trade data for January were 
also presented. Eng.a Engrid noted that the forecast for 1978 exports 
made in February 1979 turned out to be quite accurate However the . ' import figure for December 1978 turned out to be much less than had been 
expected. The low level of petroleum imports in December because of the 
closing of ports due to bad weather conditions had already been antici­
pated. In addition, actual food imports under the Food Plan were much 
less than had been indicated by the public agencies, suggesting that 
some planned purchases would not clear customs until early 1979. In 
the preliminary January figures, only two groups of products showed an 
increase, and these were petroleum products and food products. Mr. 
Stuart asked if these two factors could be quantified and Eng.a Engrid 
replied that oil imports for December were some Esc. 1.5 billion less 
than had been expected, while food imports were some Esc. 2.0 billion 
less than expected. 

In 1978, there had been a small increas~ in imports of equipment 
goods, a decline in intermediate goods, which would have been much 
larger were it not for imports under the Food Plan, and a further 
large decline in imports of consumer goods. Meanwhile, exports grew 
by almost 13 per cent in volume terms and there was a gain in the terms 
of trade of almost 2 per cent. The growth in export volumes was largely 
due to increased sales of textiles to the U.K. and Germany. Agricultural 
exports did very well in the fourth quarter of 1978 and chemicals and 
common metals did well in 1978. Machinery and appliances did not have 
a very good performance but these are products which in general take a 
long time to produce, and prospects for 1979 were very encouraging. 
Exports of ships were also expected to do very well. Exports of cars 
were becoming significant. There was at least some qualitative 
information that suggested that investment in the export sector was 
picking up, particularly in the wood and furniture sector and automobiles. 

The January 1979 trade data showed a continued strong export 
performance and information from marketing boards for exports suggested 
continued increases further into the year. Imports in January showed 
declines, for all categories except oil and food products, but it was 
now known that these data would be revised significantly upward. The 
evolution of import licenses g;anted and subsequent imports had been 
examined and a relationship between import licenses granted in one month 
and actual imports in the following month had been indicated. If this 
relationship held, imports ~uld rise significantly in February 1979, 
for all categories of imports, 
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Mr. de Fontenay asked if any further work had been done on a 
forecasting exercise for 1979. Eng.a Engrid replied that the price 
forecast for imports had been reviewed and a world market price 
increase of 7 per cent in local currency terms (11 per cent in 
U.S. dollars based on February cross rates) seemed reasonable. The 
previous volume forecast based on 3 per cent real growth for the 
economy had not been changed. Exports had been projected earlier to 
grow by 8 per cent, based on a 5 per cent growth in foreign markets, 
and this had not been revised despite expectations that world 
markets would now grow by less. 

Mr. de Fontenay asked if bad winter weather would noticeably 
affect the trade balance and Eng.a Almeida replied that the effect 
of weather on domestic agriculture would mainly be reflected in higher 
domestic prices, affecting imports only with a lag. Exports would be 
little affected, as the government had already decided on importing 
wine to save domestic production for export. 

Finally, Eng.a Engrid noted that revised trade figures for 
January and preliminary data for February would be available very 
shortly. 
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BANCO DE PORTUOAL 

PROnu9t::o INDUSTRIAL: VALOR ACRESCENTADO BRUTO 

DAS INDUSTRIAS TRANSFORNADORAS 

Pre~os constantes· de 1976 
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-
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.. . . . . 
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. . 

Total ll+2 754 156 173. 9,4 161 327 3,3 
. . 

.. .._ .. 

.. 

. . ~ . 
. . .~ ORIGEM: 1976, INE, Contas Nacionc;is; 1977·e-1978, estimativas do 

-_;;-- ·-:. ·- . 
. Banco de Portugal e Departamento Central de Planeamento 
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., 19 3J.I 9,0 80' 467 1.4 .102 555 

.L3 39! i:'59 1.!. 2 /100 649 .6 510 026' 

o~-
; I 

·,• 

197& 

T,ua de P,u,;04 Taxa de. 
foxa de. c.H.oc. Cltt6C., P1teco4 

1fo4 con4.t, · CJte.4c.. em da4 
;,,,c.t;04 volume. co,v.rncu P,1.e\ol 

% d~ 1917 t ~ 

;o,9 2 U .S.!11 5.4 349 .3.oCJ 1.3 .1 

' 
'7.6 23 446 · 3.0 38 346 ZCl. !i 

-10.5 3 7S8 ~14.0 2 62 7 -30. 1 

I 
. () 3 ~..i.5' 3.S 3 812 11. 3 

S4.J 60 Ut · 16.4 . 64 02 7 6.3 

21. S 56 931 • I .3 67 129' · 17. 9, 

u., 26 713 -11.2 35 101 31.4 

t1 .4 10 8-14 19.3 l:S !OS fl.I 

64 .6. 5S 269 S.7 ;97 273 76.0 

10.5 41 HI - 1. s /iO ~ It. 19. s-' 

10.0 ZS 453 9.2 3J l68 }1,0 

I 

! 
'5.0 22 849 - 1,2 27 JH 19,1 

30.7 41 101 -19.0 .53 431 .30. 0 

413 638 : 1.5 513 279. 

t7 .3 101 488 --1.0 115 690 14.0 

27.3 pl5 126 1.0 628: %9 22. I 

... ' ..... . . . ''. ' . . .. 
-~ 

.fat,t: Na. bal..m;a. a!J.men.Ctllt de 1916, 1977 e 197: n.UUa,oJP-Ae oG da.dol J,l p'l,,du,iio .i9'!1.'.1!0.fo, come.i.cfo exte,·mo· e. vc..11-i,,~011.t. de e.w.tti1c.foJ ob.tl.doo pel-, Ba11co 

i!e. ?o.t.tu9a.l pat.c. e~UmaJ:. a ba.faw;a .i.lim:rit,Vt. 1'11.i!l a 90..iowut, d.c.et.,,id,:<1rJ>! c. C1U-t:·,,,.j,,,·.L~ u,t<i.~~"~'un-Ge. ot. dad<1~ de utn(la.l a 1tua.tho pu!:iUcado4 pelo. 

C.LP, c ;:xna c~ tr.P,Ma.dl'..l bc.i~ 1: ie.,v.tt,;'1-l U,( . .i.l~ic•ti.-.!.e. .:t -<11~(111111,1\i:o d;, fnc:1:iit(o de C..iaj11r\£ulli:i. 1w Com;;:,H·-io. 
( 1 ··!(:1 1;:1: (<-t/n~.--:-ti\'t"f. f!r: B,'CH<10 rl(1 Po·rtr,nttt~ 1 1 

-
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VOLU:/E DE \'C1'!8.<\S EFECTU,'\D1\$ 
NO COM[~RCIO A RETALHO 

( Tl 
OTFERE,V(A.S VAS RESf'CST,\$ EXTRE11:\~ 

c• 

"' 

70· 

c;o· 

so-

400 

~o-

10· 

I 
I l · 

-1 1 1 , I I I 

I \' 

f • 
I : 

! l i. : I . : 

\
.' 

: 

; 

1 I 

I I ! 
. 1 ' I ' I I ). I l ~ 
I 1 

1 ·f i i : 
' ! 

r I 

10- r i . 
o _L~L ~ 

I '11 , i 

•10· ( I ~ . I , 
·W· 11 ' i,· ~ I I : 

r ; 

I I I l I I I i i ' 

:: 
1

1 

1 

I i I I I I i I ! ' i I i 
::. I I I I j 11-1 ' I i I I 

/ 

I 
i 
'· 
i 

' 
' : 
i 
l , 
! ! -ro- lL~ . I . .. . .. ! . : 

II Ill IV I 11 !ii IV I II ill IV I II Ill ,'/ I I! !II !V I II ·<,I 

197~ 1974 1975 1976--~ !'YH 

0Ju.9e.'n; HJE, Iitqu.vu-to de. c.on.f 11.n.:tu/1.a. a.o c.ome'.1tc.i..o 

[ 1) Aume.n-to,!i - cumJ .. nu .. i..c;.ou, em pe,tc.in,ta.ge.m da.::. ,'tUpo~.t.:l'.,6. to~ 

17 

0 

0 

0 
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REf..'DlMEWTO VISPC,\JTVEL VOS PARTICULARES 

'i 
! 

. l 

I 

~ 

I. 

2. 

3. 

4. 

5. 

6. 

1. 

t.. 

9. 

10. 

11. 

! 

\ 
I 

I, 

I. 

I 

V .ui c.JJ.m.01 a. i;.iio 

Re.ndln1e.r.t:o nac.fona..l 

It I Ju.Jto& da cuvUa public.a ( .in.teJU1a. l 

(*'I Tll.a116 6vie:rtci.ao coMe;it.e.o do EA.t11do l.ll.qu.idMI 

( f) TMM oVLenc.fo.~ pttlvadM do e.xle.M.011. Jilq(.L{.d:U) 

I- I Re1ulime.nto& do pc..tlwnonlo t e.mp.\U.U do E6.tado 

(-) i.uCA0-6 devi ~r.p11.e&tU pubUca.i 

(-) LttCIWt, da1 jO~leda.de& p11.,<.vado.& niio futlu.tm.i.do& 

I - l In1po~.tut. di..ti.ec..to1, bie.fu .. fodo contAi.bu..i<;oe). pM.£t 

a. & egww.ni;a. "oeial 

Rend.imen.ta dl~pon:l.ve.t 
' 

(-) Vv..pe.,1M de. C.(Jl'lt.Wl10 p1tfoa.do 

Poupm1<;1t dot, pati.ti.eul/l/1.U 

Taxa de. pcupo:1.11~·cl (%1 

PRE(OS CORRf.NTES 

1977 
1916 .. 

Va.t..011. 

398 445 529. 114 

4 619 9 447 

50 193 60.900 

29 8 ./8 43 470 

4 (;,11 5 68£/-: 

1 ) 
- 5 6S4 14 6S 1 / 

J 

S5 718 80 911, 

42S 364·/ 541 694 

367 119 410. 223 . . 7l 471 '61 U5 

14,28 13, 19 

Tax.a. 
de. CA,l'!,.\C.. 

'A 

32, 0 

21,3 

45,6 

45;2 

26,5 

28,S 

01<.IGEM: f.~.uma.:U.va1.i do Baiic.o de. Po1Ltu9al. e Vepa.11.tame.itto Ce.Y!Vt..a.l de. P.ta.neamerii:o. 
J...S/.',IA 

..... -·. ; .. ~... \· 

J 978 

Va.foll. 

665 794 

19 897 

73 900 

72 602 

10 lOQ 

18 760 

; 

' 
I 

103 1.00 

700 2 33 

579: 884 

120 339 , 

17,l't 

,.~\'a. 
\ ) 

Tdxa 
de. CA.Uc.. 

% 

25,8 

21>3 

?7,0 

i 

27,4 

29, 3 

23,3 
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BASE [/00): 1970 

l fNVlCE:S n .. ,nces ca 
TOTA1S OE CUSTO OA 
Rfh'VA.S CAS c,'.a.:sr:::r.:r:;:r.,, VE' 

PER(OOt)S flA6IT A~J(;S E:,\( Etmrcws Q.LJOC!WTE 

tlS&:JA PARA HA6!TAr:;XO (I l I (Z) n< t1S&JA 
( l } ,;•.,, . l2l 

' ' _, 
1974 

1,;i T,. .i:,:u t,,. e. 16S,! I.SS,9 113,6 

t9 r.'lin:~4 ttc. - 169,S 1Sl, 9 110, I 
I JC/ T .-~Ull~.0-.:: 114,4 164,0 106,3 

,('/ Til.ur.U.C.ll! 160, I lt.s,O '1,IJ 

! 9 7S 

1q T~ut,".e 1S4,S 191,6 U,7 
(J 2,;i r.-...i.r.tu.e..-:e 76 S, 9 1'19.' H,t 

· .. ·. ·o r..-.l'"~t-~e. l6S, 1 199, ,/ O, I .) . . .. 
' ' .f<: r.w.u~~e. ... . 1 n,, tOIJ,6 &6, T 

--\ 
. ,·I ---· • I 1916 

- "" 'I 1'1 TIW!>.:,U .. te. 1:6,t !13, t &1,1 . 
'%'? T-UJr:~-v\'1. : I ... H3,.3 t1.6,'Z 

11 ·" . 
Jq Tl\.in:i:.J,CAe ... ZI 4 ,'i_° t36,6 90,l 

~)·. 4<! T,t.(Jr.~.t.te 115,0 141,4 &9,I ,,.., -
i" 191Z, 

19 T .wr.u.t.te t:3,9 . HO Is ,z,t 
'l9 T .t.i.'lleJ.ttl.e ... 214,3 279,2 16,t 

· · 39 T.1t.un~.t..te. . • ... . ...... --~ 116,t t90 I g 7~,3 
. ' 

49 r 11.i.mu.t..tc. 216,3 500 ,6. · . 12, 0 

197& 

19 Tlt.im~.t..te 216, 1 31S,6 u,s 
29 T ..-.,i.'lleo.t.te. 'Zl6,t 517,5 6&,i . 39 T ILL7!U.C'te. Z16, Z S49, Z 61,t 

,, I(] ... TJUineA.ttl.e. 'l35,7 35'1, I} ~5, 7 

OR.1GEnS: "A11ui'..11.fo E.5.ta.::Li..t~c.o". ''3clc.Ci.m /.!ctt.1al. de i:.;::.,1.ru.:.i.c.a.", d.a HJE . e. 
c.le.~:Cl".tO~ 601r.r.c,;:J.do,\ ,t>clo~. ~11.nutc."..i.a d.:t ifa.bi.t<.1c;.iio i Ob,._.u r'ubllc.:'~L 

-. 

I.A/MD 
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QUAORO I B-

'· 'EVOLU<;AO DA POPULA~AO E DO DESEMPRECO (CON'fINEN'fE) 

(Com base no Inquerito do 29 semestre) 

\ 
1 

l 

: . 
1 

. . 
Dis criminac;ao 1974 1975 1976 

Populac;ao residente total (103) 8 650 8 947 9 123 ' 

Populac;ao activa civil* (103) 3 853 3 957 4 096 

Desempregq (103) 86 222 276 

de 
3 45 136 151 - procura novo emprego (10 ) 

- procura de 19 emprego (10~) 41 86 125 

Ta:x:a de accividnde (i.) 44,5 411. 2 4l1. 9 
' 

Taxa de desemprego(7.) . 2,2 5,6 6,7 

* Iuclui empregados e dcsempregados de. idade entre 10 e 14 anos 

Origem: INE> Inquirito Permanente ao Empr~go 

. 'i'. ! --:1·1· 

1977 1978 

. 
·9 168 9 204 

4 107 4 157 

326 348 

160 150 

.166 198 

4!,, 8 45,2 

7,9 8, 4/ 

I . 
! 

; 
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EVOLUQAO DA POPULAQAO E DO DESEMPREGO (CONTINENTE) 

(Com base no Inquerico do 19 semestre) 

I 
\ Dis'criminac;ao 1974 1975 1976 

Populae;ao rcsidente total (103) 8 532 8 810 9 027 

Populai;ao activa civil* (103) 3 668 3 847 4 003 

Desemprego (103) 47 133 244 

- procura de novo emprego (103) 23 81 152 

- procura ~e 19 emprego (103) 24 52 92 

Taxa de. actividade (i.) 43,0 43.7 44,3 

Taxa de desemprego (7.) .. 1,3 3,5 6,1 

I 

* - Inclui empregados e desempregados de idade entre 10 e 14 anos. 

I 

Odgem: INE, Inquerito Permanente ao Emprego 

Q, ... '!' 0 

1977 1978 

9 lli3 9 188 
. 
I 4 078 4 055 

291 319 

149 141 

142 178 

.44,6 41,, l 

7,1 7,9 

( 

I 

\ 

o" 



----------·-----------

Pc·d i do~; d,, <:111p1·n~!;n 

a dP.::-:,!;;1prn:··11dos 

1·olativos 
(no t'ina·1 

novo nmpro1•:o 

do pcr-i.odo) 

0 

·--·---···-----·--------

I O t r i 111 • ~ 0 h· ·i m • '} Q t r i m • 

'} Q,1 I:' 
. "'' • . .I ~?'1, l 280,0 ~~ 117, /l 

(i 1 I /f 'i 1 . ,, r; ,, ,. ~~ '.i8, .o 

'.'! ,, 1 ') ~2'.! I 7 !:!:!5, 7 ~l, ::! 9' ,. I 

') I }. 'i 1 "i Ci, o G,5 

·1 7, 1 JI () 11 • 7 /I I /i 

• .. 

, 'J7') I 
.Inn. Ji',~ 

I 

302, r; 308,9 

G1 I /j 

2111,'..~ 

5 I ·1 5,2 

,, 1 l l 1 0 l,l 
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Sectores de actividade 

Tocat 

!.'esca 

Ind. Extractiva 

l fod. Transfor-:,:adora - Tocal - · 

Ali:nenta,;ao 

Bebidas e tabaco 

Te><teis 

Vestu.irio e cal.;ado ,/ 

Hobiliirio 

Papel 

llorracha 

Minerais nao metalicos 

Metaluriicas e oeealome­
ciinicas 

Oiversas 

Con,~ru,;ao e Obras ?ublicas 

. Eleccricidade, gis e agua 

Comercio 

'l!ancos, Seguros," Op. s/ 

.Imcveis 

Tran·s;,ortes e Comunica- · 

~oes 

45 

INDICES DE E~!PR.!:.CO, PCS. ,\C':'IVIDADES 

Base: 1968 • 100 

11974 

05,3 

84,8 

33,4 

03,4 

79,l 

1975 

104,2 

Sl,8 

82,5 

102 ,6 

79,9 

~58,5 164,1 

!102 ,4 . 100, l 

~15,4 115,3 

89,9 87,6 

ll.16,0 119,9 

90,8 89,8 

93,3 9.3,8 

108,<J 111,0 

109,5 108,1 

ll0,7 109,4 

120,0 117 ,S 

101,l 93,7 

96,6 97,9 

J 18,8 120,2 

106,S 106,5 

164,9 lil.9 

112,l 116 ,6 

1.39,2 l'.15,0 

1976 

105,2 

77,4 

80,8 

103,.l 

81,9 

I 1977 1978 

10~.s 
1

106,2 

76,9 

79,8 

103,2 

76,0 

80,4 ,., 

102 ,s .-1 

83,2 82,3 

170,1 175,o 175,S 

99,6 

115, 7 

S6,3 

121,1 

90,7 

93,.3 

112, 7 

107,8 

110,4 

119, l 

93,5 

101,i 

122,9 

106, 7 

99,3 

114 ,6 

86,.l 

117 ,4 

94,3 

93,5 

11 l ,3 

108,5 

109,3 

121,l 

97,2 

104,2 

124,5 

106,Z 

98,3 

116,5 

87,0 

113, 9 

I 95,5 

93,5 

108,6 

ltO,l 

110,3 

122, 1 

!O!,O 

115, 5 

lZ5,2 

to5 ,6 

180,6 190,6 198,7 

122,1 123,8 122,5 

136,7 139,l 141,2 

1977 

! II 

105,2 105,3 

71,3 

79,3 

103 ,4 

73,21 

79 .3 I 
103 ,5 

III 

106,4 

62,2 

79,8 

10'.l, 0 

IV I 

105,9 106, l 

61,0 75,0 

80,6 S0,6 

102,3 10:!,7 

$2,2 S2,8 S6,2 81,4 Sl,5 

1978 

II 

106, 6 

77 ,9 

80,.l 

10.l,O 

82,4 

III 

7i. 7 

S0,6 

103,1 

IV 

79,9 

102,S 

85,4 79,S 

172,o 179,0 178,S 171,S 17],0 179,2 179,Z 171,7 

99,21 
115,0 

S6,5 l 
119,5 

91,9 

94,l 

1 ts, 1. 

107,5 

!09, 7 

12:,61 

9~.o I 
102.s 1· 

U.3,5 

l'J6 .2 

99,3 

114, 7 

S6,2 

118,3 

94,5 

92,9 

116,0 

108,6 

109,0 l 
121, 71 

94,51 

10),6 

12~.9 

106,5 

99,5 

114,7 

86,I 

116, 3 

95,41 
93,2 

107,0 

109,l 

108,91 

121,0 

101,6 I 
104,9 

L25, t 

106, l 

99,2 93,9 

114,l 115,0 

115,5 115,7 

95,4 95,5 

93,9 93,.l 

io7,~ lOS,3 

109,4 

120,9 

100 .s 

1!0,2 

12 l. 41' 
101,s 

105,9 112,l 

105,S 105,9 

98,7 

114, 9 

87 ,0 

115,:? 

95,6 

93,4 

108,1 

110,51 

::::: 1' 

103, 2 

114 ,51 
125,5 

105, 7 I 

185,8 189,7 193,5 194,l 195,l 197,6 

91,7 97,7 

116,6 119,4 

S7,3 l 87,l 

113,0 ltl,8 

96,3 

93,6 

101 ,a 

110,4 

E0,3 

122,) 

102 ,3 

ll7,4 

125,6 

105,6 

::::: l',1 

110,l 

12:?.~ 

!00, S 

l1S, l I 
124,6 

105,2 

200,2 201,8 

l23,3 124,0 124,0 12.l,9 123,2 123,l 122,9 120,6 

136,3 142,2 139,8 137,7 138,7 145,2 142, 7 138,0 

:onte: Serviso de Estatistica do ~inisterio do Trabalho, ln~uerito ao e!!!prego 

~ota: Os valores ace 1977 das series relativas ao total, !ndustria Transformadora (Total), ~obiliario, Quimicas e 

Pecroleo, Constru~ao e Obras Publicas, forlllll compacibili:ados com os novos valores para 1978>r~suitances das 

JG/-MT 
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I 
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0 0 

' I 
c-~ j-~ I/ 

j ,itimm-o l, l ~ 
_., ·,. '. 

'· 
• . I . · •. 
: ()i,.t.rlln1i,;I1o do n·em1i11u;nto N,.cionl\l 

'· '. : . 
( P~a<;os cor~nntes ) 

1976 1977 
Ruhri CA 

•' Valor ., VAlor ~, 
( 1 o'-

,. 
( 10(, ' r.,..c) r,.,..c) 

l. Enctu"gos com 0 factor traba~ho 27) l\117 68,7 )21 159 60,7 

al· Ord<HHHloa e IUl larioa 200 1120 50,) 228 Q/18 liJ. l 

Id llnm11nerni,l'lea d.as Forc,as Arnia<.las 10 223 2,5 r 
c) Hunl•anllrnccii"s ,lo Possoal Civil do . \ 60 fll1A 11, 5 

~nctor p(1hlico )A 559 9,7 

di Con tril,lli(jBCS ontronais [H,ra 0. 

Scgurto11<;tt· Social 211 Ms 6,2 )2 26) 6,1 

llnn<iJ mt,nto ,10 de 
. 2. ,HTifU"O~a 6 pro-

pr i '"lndo <lo.s 1rnrticul11rcs 125 612 )l,5 
189 752 J5,fl 

). Tran,; t'o1·cnc i ll:I dna sociodadss parn · 
OS purtic11lare:1 £16 0 

'i. P<»1pan<; a ch\ts sociedudcs - 5 (,511 - l • ,. 1 /1 651 2,n 

5. J111rosto:< di r~c tos aohro U8 

,;,)cicdndes 4 965 l,J ti 466 ] I 6 
I 

6. fle.11<1 i m1:n to ,to f)ropriodado 0 do 
cmpruti,, ,10 !~,i tnclo · -'i 677 1,2 5 61\6 1,1 

7. Mi:nu:; j111·oa cla dfvida pi1hliCA 5 Ollll - l • J lO loo - 2,0 

a. llcn ,1 i 111011 l:o Nr,c ionnl ' )')/\ 1111 'i 100,0 52') l I 11 100,0 

!\,;I i111ativaa Ito Danco do Portll!~al o Dcf>,~rtnmonto Contrl\l clo Plnnoament.o 

., .... 

c·, 

Ta,cn do Val or 
·rose. rn, 

(10
6 

Esc) 

17, l )75 )J'i 

1),0 259 975 

211, 7 74 660 

)0,9 1,0 699 

51,0 27) M7 

359,l 18 760 

70,5 10 653 

21, 6 10 100 

1 ofl, 3 22 700 

J2,ll 665 7911 

197[1 

~<. 

5f., " 

)9,1 

11,2 

6,l 

lj\. 1 

:2,8 
! 

I 'l, .6 

1,5 

- ) · '· 
100,0 

0~ 

Tn ,ca de 
cresc, (~O 

16,9 

111, 0 . 

22,7 

26, 1 

/1/j I 2 

f 

21\,0 

25,8 

77, (; 

1.111,2 

-25 1 II 

0 y 
1-" • . ,., 
<\ 
', 

C.r 



Per'i'.odos 

-· 
1977 . . . . . . . .. . .. ... . .. . .. 

19 crimestre . . . . . . ... 
29 trimescre . . . .. . ... 
39 trimestre ... . .. . .. 

49 trimestre ... ... ... 
1978 .. . . . . ... . .. . .. ... . .. 

19 trimestre . . . ... . .. 
\ 

29 trimestre ... . .. ... 

39 trimestre ... ... ... 

49 trimestre ... ... . .. 
1979 . . . . . . . .. .. . . .. ... . .. 

19 trimestre . . . ... . .. 

Janeiro . . . . .. ... 
Fevereiro ... ... . .. 
Mari;o . . . ... ... 
Abril .. . ... ... 

, ":;Q ;; 
,,;<i;~ . ' ·" ;~.)'---·~ 

..., ,_;;_l .!.<.t ; ..... c....., iJ-''"'<.."'" c.-

!NOICE DE ?REyOS NO CONSUMIDOR 

CONTIXENTE 

Base (100) PTei;os Medios de 1976 

Classes de Despesas 

Alimeutai;ao e Vestuario e I Oespesas de Diversos Total, c.om ex-
bebidas cal<;;ado f!abica<;;ao clusao da ha -

·- --- bicai;~o (l) 

lJl.9 118. 7 126.S 119. 7 127.3 

118.2 112.0 112.3 110.3 115.6 

135.5 115.6 124.0 117 .5 128.9 
(14.6) (3.2) (10.4) (6.5} (11.S} 

.. -
134.l 118.0 133.1 122.2 129.4 

(-1.0) (2.1) (7. 3) (4.0) (. 4) . 
·-·'""""""--

' 138.6 l29 .2 136.6 ' 128.3 135.0 
(3,4) (9.5) (2.6) .. (5.0) (4.3} 

161.5 141.8 156.6 145.0 155.4 
(22.4) (19.5) (31. 9} (21:.1) (22. 1) 

147.l u1. a 139. 1 132.6 141.S 
(6. l) (2.0) (l. 3) ·. . (3. 4) (4.8) 

' 
160.2 133.6 153.8 140.0 152.4 
(8.9) (1. 4) (10.6) (S.6) (7. 7) 

L6S.6 139.8 162.S 149.4 159,2 
{3.4) (4.6) (5.9) (6. 7) (4.S) 

178.3 149.5 166.0 158.6 169. 7 
{7. 7) (6.9) (2.0) (6.2) (6. 6) 

187.7 155.9 168. l 161.1 176.5 
(5.3) (4. 3) (1.3) (1. 6) (4.0) 

183.2 l.S3.9 167.7 159. 7 173. 3 

187. 7 155.6 168.Z 161.4 176.S 

192. 3 158.2 168.3 162.3 179.67? \ ,. 
200.8 163.l 169.3 162.8 185.l 

(1) Base de ponderac;:ao: "!nquerito as despesas familiares, de 1973/74" CINE) 

~OTA: Os niimeros eutre parentesis represencam taxas medias anuais e trimestrais de crescimenco dos ?•ec;:os 

ORIGEM; L.'i:E, "!ndices de Fre<;;os no Consumidor". 
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. ' 
!NDICE DC PRE<;OS NO CQ;{SU':-[IDOR 

CO~TINENTE 

Base (100) 

Cl.:isse, gru.pos e St::bgrU1)0S 1977 

Alimentac;ao e bebidas ... . . . . .. . .. 131.9 

Alimentac;ao 
' 

. . . . . . ... . .. . .. 132. l 

: Cereais 122.4 . . . .... . .. . . . . .. 
Batatas, legumes e frutas ... 144.8 

Carnes . . . ... . . . . . . . .. 137.2 

'-. .,I --Pescado ... . .. . . . . . . . .. 130.2 

Leite e ovos ... . . . . .. . .. 124.3 

.· 6leos e gorduras ... . . . . .. 119 .6 

Alimenta'iao consumida fora de . -
c.asa ... . .. . .. . . . . .. 123.9 

Outro s . . . ... . . . . .. . .. 141. l 

Bebidas ... . .. . . . . . . . .. . .. 129.2 

Vestltario e cali:;:ado ... . . . . . . . .. ll8. 7 

Vescuario ... . . . . . . . .. . .. . .. 117. 9 

n - ·cali;ado . . . ... . .. . . . . . . . .. 122.7 
" 

.. .. Despesas de habita;ao . . . . .. . .. . .. 126.5 
.. 

Aquisi9ao de bens duraveis . . . ... 123.l 

Outras despesas .. . . ... . . . . .. . .. 129.7 
.. 

Diversos 
. ~ .. 

11.9. 7 ... ... • • Q . .. . .. . .. .. 
. • - . ·.:.-

Transport es ... . . . . .. . .. . .. . .. 124.5 --~---
Outros 

.. 
116. 3 .. . . . . · .. . . . . .. . .. . .. 

.. , 

Total, com exclusao da habita<;ao ... . .. 127.3 

' 

ORIGEH: r:m, "indices de Pres:os no Consumidor" 

BA...'lCO DE ?Or..T-:JGA.l.. 

~~"'C_. N ;~ . \ 
54(;;, 

Pre~os Midios de 1976 0 
Taxa de 

1978 Cresct:9 
% 

.. 
161.5 22,4 

156.3 18.3 

145.1 18.5 

142.5 - 1.6 

161. 7 17.9 

175.5 34.8 
.. 

149.3 20.l 

140.7 17.6 

156.6 26.4 

173.7 23.l 0 
220.7 70.S 

141.8 19.5 

140.3 19.0 

149.3 21. 7 

156.6 23.8 

143.1 16.2 

169.8 30.9 
-.. 

145.0 21. l 

148.5 19.3 

142.5 22.5 

155.4 22.l 

0 
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CON'fRIIIUl~AO DAS VA.RIAS COHPU~l[NTES DO CUSTO E llA DESPESA PARA A VARIAqAO 

(em percentagem) 

--------· 
Contdbuic;ao das componentes do custo. (em % do total) Taxa de Contribuic;ao das 

Varia<;ao dos 
/1 nos 

campon. 

.-, 11 

(' \ .. \ / 

da despes:i (em % do total) 

Rcmu1H.H: ac;ocs Outros Impastos indi- Prcc;os implicitos Consumo Consumo Investim.::nto ren- rectos mcnos Importac;oes Despcsa Final Eiq>or t ac;::ies do trabaiho dimentos na privado publico subsidios Total 
I 

1974 ..... 42,l 9,5 2.0 46,4 25,2 64,2 11,6 

1975 102, 7 -7,9 11,8 -6,6 15,l ·111,6 21,,3 
I ...... 

1976 ..... 52,5 19,l 11, l 17 ,3 16,l 57,9 6,2 

1977 .... - .. 16,9 46,3 5,9 30,9 27,2 45,9 10,l 

1978 ........ 26,8 4B,3 3,8 21,l 21,0 55,0 12,4 

Origem: 1974 a 1975 nm, "Contas Nacionais" 

1976, 1977 a 1978 - Contas nacionais estimadaa pelo Banco de Portugal e pelo Departaruento Central de Planeamento. 

LA/AS 

~·· 

.- .... . -
. I 
.) 't. 

j 
·.\.. ,-·~· .. 

. ·, 
\ 

I 
I 

bruto 

9,1 

-21,3 

39,4 

30,0 

12,6 

-, \ 

\ 

15,l 

-11,6 

- 3,5 

14 ,o 

20,0 

Vl~ 

J 
[-1 
(7 .,.,. 



1.1 
A 
0 
u 
~ 
;cl 

-

I 

Anos 

1971, ..... 
1975 .. ... . .. . 

1976 

1977 ...... 

1978 .. ,. ... 

(1) Peso duu 

\· 

T~ 1.5) ( . 
'· . 

CONTRIBUigAO DAS IMPORTA~OES PARA A VARIA(,:AO DOS PRE~OS IMPLfCITOS NA 

\ 
I 
' 

Taxa de 

vada'iao dos 

Prei;.os implicitos 

na Despesa Final 

DE'.SPESA FINAL TOTAL 

(em percentagam) 

Contribui~ao das importa~oes 

Atribuivt:l a: 

Varia.;ao do "Grau 
Total de - das 

Varia.;ao do~ penetrni;ao 
pre~os 

Varia~ao da 
taxa de 

importa~oes 11 ... 
1'01:a1 

(l) internacionais Cambia efectiva 

25,2 46,4 ,4 42.8 3,2 

. 15, l .. 6,6 -29,7 16,5 6,6 

16,l 17,3 - ,6 3,7 14,2 

27 ~2 · 30,9 4,8 1,5 24 • t 

21~0 21,l - 1,9 -l1,] 27,3 

importa~oes na despesa final total (PNB + Importa~oes), ambas as grandezas expressas 
pm 

a prc~os constantes de 1963. 
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,. 
I • 

0 

Pt!OO{iTO 1.~Tc.~.t,,c,.1 s~uro, A. ~,~os ca~;:.:.1.rrc.s 
' 

o."..lg ;:.r.,. ~.':"! 
. d.;; r. Li, . ! SECTORES 1914 1975 ' 1976 l977 I 97& I 1977 1q73 ! 

< 

~\ic.l.l.Uu:::. .:. Pc.1.:.: 
.. 

41 7t6 53 1$7 61 H./ 71 q.: 3 90 SH 12,t 1Z, 1 I 
.. I lr.d::i..!.V,w E'tt.\.."tc..::..b .. ·;.1.i 1 uo t OU. t S'U J 1U .{ ,~- 0,7 (J. 1 ,)] 

frtdt7"' C~! r.·..:.1111.:i.-.,··a.:.1~ llt 653 ll-' gr 7 14'Z 754 ZCJ 0~!,4 ZS$ .~. 
'1" 3S,5 35, :l 

fl t.C..:, \,fr).i:.1d :_ 
1 

G•• t .!'.._jua. 6 ts.f (, 976 10 $0l IS 114 t I ..iJ3 t,1 3,0 
.. 

I Cc,-.H.~,;I: ti ,u 2! 619 t7 194 36 Ztt 4$ (,JO (;,' 6,l 

I T l'.1t11 .\ r:, . ._' 4-1 t C,'1',IOl.<C:.,;:;;;:.J 19 Ul B 722 1! 0;0 Jo 102 45 11-1 6,5 t,J 
.1 

',~. 

Ccmc::.d.:: ;.-c-. G.~o~..1.; ' a. i::: ~-'.:: •• U.;, l7 516 .:1 911, $3 OS.J 10 1'10 t.; $C6 11,.S T'Z' I I 
l 

Sa.,11::0 ! t S.:;:: ~cl . 1Z 110 1.3 133 I 1 "'. ~ 
r 

' .. .. 37 OH J~ SH f,' (, ,,s 
?-\Cp,~td..:.d;..\ l,r.-~o~:i< .. ~ .... i.:,j 6 953 1 <; 14 '1 531 

A.:,-,. ..IJ'-4 \t:;.:. ~.; 0 ,::ill..:~. c. 0li~'1 17 3i6 ? I .:z z H :;z I 

r -. 66 977 .l5 19 S 11, 9 11, 'i 
Sc,'tv.C:,;~~ :!.i S-:.:.7cf.: -. - ll 1$4 19 174 B IH l_ :.~c.~;1t" 

0 

' 
. 

.'>Mv.'.~o.i. ~4t.·t• .. ~Cj 
. . . · . 

1Z 1(;9 14 452 11 H1 ts 7:6 HZ>'? ",& ,,6 -··--
J .. : 

P. I.B., ,l;) c.::.Ho t.',.:, S..::.!~.tLJ Jv& %t 3.:z IH .f'? 63,.f 563 l 3-l 715 H6 I IO C, J l 100,1: .. .. 
-~; li,,;:oJ.to~ tn;:1,l\~<!~O.S .. 37 QCt {I 1.: 1 61 631 79 500 n -lOO 

I .. 
I ~:s~bJ2:!.'.oi 7 $50 · 7 640 16 660 t.C 'iOO JO 900 

.. I I .. .. 

I 
' ' f'.I .B., a. )."".t;o.s. rh. 111 :!,:.c:;:d::, 33! 414 376 239 ,,. 655 . 62Z z·· 181 g71, I 10 ,J 1 O'i ,.: ) 

'< r>l , .. I - - . ... I . . ... 

() ~}'-'"''-'. ': 
·~: 1974 a 1?7S, ?rw.~o !t:.:..,~,t:'..l de. f:,1~.:.tZ.:.U.c..a, f~ .'foc.Lonr..{;;- 1976, 1977 t. l9H., ,z,;.t.i;n,v:.,:v..t.S a.:i :,;n,:o 

rie Po;UUea.l e. O<;:p.1.::..Y11:t"Jtto C~t:.Or~l de. rtc..ner"'':'teri..-Ca. 

· JG/AS · 
':) .-· -
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.PROVIJIO lWTf~~o B~IJIO, A P~E(OS CO~SiAVTES Ve 1963 

'· 

Un: mllha1tu. de. contot.. 

1914 1'175 1976 1971 1978 
19 77 

---------------+----i-----+-----if-----+....:.....---:-+----1--------i 
r' 

I ,·. ) 

0 

Agf[,(cultu,'l.4 e. pu.ca 

l ndiM.C'l.W e.u,-iacttvM 

- -Etee,0t,i.clda.dc., 9~ e. asua 

T M1:()pc:~X.c.J e. comM[ca~ou 

Com01uo poll. 9-'l.04.SO e. a Jr.Ualho 

tic:,1co4 e ScgWtoJ 

F :w p,'...i. C dad c.', .fo;o b-i.J.,i.c.,'U.C(.4 

Ac!in{nlJ t-'ia.i;.iio pubUc.,t e dc.4ua. · 

SVJ.v~i;.o d~ 4~udc e. e.~uc.a~ao 

SlV1.v{;;o4 d.i.ve,Uc& 

19 414 

941 

65 943 

5 114 

9 57S 

12 41~ 

17 715 

5 883 

4 140 

11 4$1 

.6 871 

6 OH 

166 77 3 

U 160 

9S9 

S9 SH 

5 706 

S 074 

JI HJ 

16 955 

5 }64 

4 911 

U 803 

9 335 

5 6.0 

15$ 96 7 

11 U9 

1 096 

62 'lO? 

5 721 

8 41& 

11 769 

I& 01 l 

6 Sl1 

5 064 

IS 786 

10 2S4 

6 557 

169 3S1 

16 100 

1 264 

68 05S 

· 6 865 

9 410 

12 1£ I 

18 623 

739 

'95 

7 2i:Z 

180 3·14 

16 144 

.J f 64 

10 281 

1 311 

U 623 

13 121 

29 569 

1 392 · 

·1_86 489 

' 

-10 0 , . 

· 15, 3 

9, 4. 

20,0 

11, 0 

3, 5 

3,4 

10 

7 

10 

6,5 

I 

4 (J j . , 

·. 0 

3,3 

6,5 

.s, a 

1 

0 i 
I • 

3 •. 

6 

·'· 2, 5 

l 

·i I_ I . 
I I: · 

\ i 

t ':,,'. if:,~ ·.Hf. ~p :.r l---------------1.....---L----.J-..;.f.:..'1 _____ ;_•.;._,__J_..;.;_..._:...~..;_.:...:.;:__;. _ _..1... ___ -.]... ____ ·_· --' ·, 

. o/..:Ju..i.s 
.J .. ., .•. ;~: 

I .. 
!97./ e. 1975, 1,t&Wu . .to Nauor1al di!. E~.t,1.W.UCJ.t, CottC,,& Nauona:W / 1916;, 19_71 e. 1978,' .. u.wna.:UvM q.o Banco 

' de ?01;.(;u.ga.l e Vepa .. u.1m~o Cc,w ... 1.l dv. PlMc.a.mcnto. 

:. ' • I 

I • I 

j 

.... ··. 

(J 
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fRCVUTO 1Nlfl1J.:0 [H:uro VI\ 1NVU.STIUA 11\.ANSFORJ.V.OOP.A, A rm;os C0.'IST,WT£S DE 1963 

' l'i 14 19'5 1916 1911 
\ 
i SECTORfS Cituw.cn C!:.,M,l.J o ~1;.~c-i./0 
! 1/lllCI\. Va.lo.\ (o Ill Va(cll. Ill Va.lo.\ 01 

Al&.icr..cc.,;iio, bcbidll.4 c ..taba.co 6 HO 1 16S 4, 1 1 1S4 1,; 7 118 6~4 

Tii.uc).~, v~.tu.ii.tlo e. c.a.{cada 11 91S IS 441 -".' 16 4 37 6,4 15 796 -3,9 

t!L1dci1t.1.t, coft..t~,;a t mob.llir..u.o .S 115 l uo -U,,' t 16S -0,4 J OSI II, 3 

P11pu, -lipc9.tJ.t5ta. e. tc!UJ,Jt.ia.l\ .S 1.:0 t 659 .,~., t 69J '. J· t 160 6,2 

Q,it:r.ica6 C C:01!Cl((l6 .., '°' 1 C$1 -9,J 1 601 7," & 56S 12,6 

P-~cdu.t..:o mt,:~a.u 11iio muii.Uco4 4 1:4 4 661 •l,J S 017 $. <J S B39 15,0 

/.!c CaCtL't!J ical d<!. btt.)C I 071 us ~lJ,6 I JI 5 t0,5 ' 5SS %1,5 

p,,cdu(o~ Trh'.(o.Uco~. maqu.lnM, 
1aa.(c_.~.i.::l d:ccWc:C' t de 

.C.1/'111.!<f'O,'LCe. 11 919 16 41 I -1,4 16 HJ -0,2 19 IOJ .16 ,h 

' 
T11.a11A 0011,r.udo:w.A d.lvWl.1.6 i 6S I 2 400 -9,5 2 61S 19.' ., 13$ 30,0 

T olal 6S 'IH S'1 5}4 ~9,1 6t. t09 ", 5 6$ oss 'l,4 

\ I . 

JG/MO 
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0 
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1 V 8 

11,x.lOlt 

I 

s .HS 

15171_ 

l 112 

2 4 31· 

9 O'l!, 

·o 262 

1 599 · 

. 
19 294 

3 92? 
' . 

·10 261, 
I 

0 :J 
8,6 

-0,1 

I 

-J 

6,2 

1,2 

18 
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0 0 

~nidade: Milhares de.contos 

Discriminar,iio - 1974 1975 1976 1977 1978 

Co:isumo privado . ' -- ,,or 768 I 257 JO) )67 179 4 70 223 579 884 
I -· .. 

: , 
!lens dur:,.(!ouros ,, .L:. 26 005 .ll 168 40 105 50 742 5J 4Jl · 

I ; 

: li•rn~ niio duradouroa 231 402 272 600 327 074 419 481 526 453 
I 

Con~u:oo 1•ublico 49 136 51 983 66 122 88 200. 111 76 7 

Civil 29 0)4 41 242 51 949 70 22J 90 036 

l:',ilicar 20 102 16 741 14 173 17 977 21 731 

Invc:.tirucnto bruto . e4 267 61 547 97 J)3 157 9J6 180 718 

Forma,.iio bruta de,capitnl fixo 66 761 7J !l92 88 9)1 125 500 156 624 
I 

da qual: Casas de:h11llita~ao 13 1.52 14 316 16 J55 22 )29 28 207 

lnves tieenco produt l vo 46 478 ' 50 608 59 602 84 851 106 )83 
I 

lnvcHimenco publlco (Eatado} 6 e:n 9 068 12 774 HI 320 22 024 

d11. qual :. Constru,.iio 1.0 42) 47 914 59 868 82 41', 102 075 

Equipnr.:ento:i. 26 3J8 2f> 078 29 062 43 036 54 549 

Verinsao de exiscenci11s 11 526 -12 445 8 402 J2 436 24 0!14 

Expcne,;iio de bcns c servi)os ' 87 1.1.5 74 067 73 679 110 984 156 11)• 

lmporta~ao de bcna e aervi~os 140 
. ' 

16l 121 050 141 658 205 109 246 606 

Froduto interno bruto a pre~os de mer<!cdo J3:l 414 )76 239 467 655 622 234 761 876 

Snldo dos reudi~entos do Resto do Xundo 3 279 - 369 - 4 021 - 6 872 -14 487 

Produto nacional bruto a pre<;os de mercado J4l 69) )75 670 463 6)4 615 )62 767 38j 

1-':,~noa: lm;,o~coa indirectos 37 002 41 741 61 681 79 JOO 97 400 

Mai~ ; Subsiuioa 7 550 7 640 16 660 20 900 JO 900 

?ruduto f'ucion,11 bruto 110 cu:ito de. !actorea ~12 2.1. l 341 769 418 613 556 962 700 889 

I 
Oriz~1w: 1974 e 1\175, ltll!, Contas X<1ci<.rn1du; 1976, eutit:tAtiva do Danco de l'Qrtui;al e .De;,artemento Central 
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-t2tA1'fty7 . 
-/ c:~.·(1-f:Q ',) () 

DESPESA U::TERNA, A PRE(OS CONSTA.'-iTES DE 1963 

Unidade: milhar~s de cantos 

I 
l 

DISCRIMINA<;AO ·1974 1975 1976 1977 1978 I 
I 
I 
t 
\ 
I 

' 
Consumo privado . . . . . . ... . .. . " . 137 311 136 096 140 859 141 704 143 121 ' 

I 
Consumo publico 26 315 28 057 · ·30 021 32 813 34 650 

: . . . . . . . . . ... ... : 

Civil 9 866 8 172 7 362 I 8 525 9 
! . . . ... . . . . .. . .. 280 

Mi litar . . . . . . ... . .. . .. 16 41+9 19 865 22 659 \ 24 388 25 370 

Investimento bruto . . . ... . . . . .. 41 3t,S 22 615 29 321 39 487 36 994 

Formagao bruta de capital fixo ... 32 026 28 406 28 639 32 076 33 359 
lr 

Varia~ao de existencias . . . . . . ... 9 322 - 5 791 682 7 411 3 635 ()<.._ 

Exporta~ao de bens e servi9os ... 38 757 32 715 32 715 34 645 39 461 

Importa,)io de bcns e servi~os ... 65 40'• 48 909 50 572 56 641 56 074 

Produto interno bruto a pre~os de I 
y 

rnc:cci::do . . . . . . . .. . .. ... . .. 
' 

178 327 ' 170 574 182 344 192 008 198 152 
I . I 
; 

Origens: 1974 e 1975 - INE, Contos Nacionais 

1976, 1977 e 1978 - estimativas do Banco de Portugal e do Departamento Central de Planeamento., 

1 : ,..-~ . ~. . . . '" (_) 
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1 <i'.'7 1<)7~ 

~J ---~' A IT",,:" d~ Ti,x,"\ do 
..;/ i,. l 9711 l 975 \ 97(, Q1111nt. J ,•:, r-1 '"',;no Qtl(Ht t., vnr i;H;110.J. 

( :~) ( '~) -
n tCC'LA l 

Cor<:-nls (lOJt) -211,J(l) ! },(,<~) 

'l'ri.~o 5'.lJ, 6 Go1, '.:! (,85, 7 221,, J -67,J l -
252 1i,J 

Hilho 1185, 5 /!) j I J 378,5 11 11.1, 9 16,8 41t3 1), :"! 

Contcto 142, ll 1115. 9 1G1,, 8 l 021 7 -37,7 l 01! l 1; 
Arroz 129,5 132, 7 97, 2 95, O · - 2,J 1J5 ~, :i 1 l 

Avein 99, l l~0.7 121>,7 59,5 -5),0 59 - 0, I\ 

Ccv-.,dll. 74, 5 ?. i;. 1, l iG, ll J9, It -66, J . J9 - l,O 

T1tbfu-c111 OS Lc:tu~e!' ( 1 OJ t} ·- .,, 6 ('I.) 5,5(:l) C - +, -
Favn - . · 27,1 25, 9 26,-:l 14,8 -43,5 17 11•, 9 

Fcijllo )?,6 J<J, J :n. 7 )7,7 1 ll, 9 )7 - 1,9 .. 
Gr:lo-rlo-bico 14,2 15, O 111, 7 '!.l,~ -2J,8 16 42,9 
8<'\tJ\ta. l 1111. c; l 01 '.:!,? ') t P.. t 1 :!00,6 J0,8 l ono -lO,O 

(JO)h,) 
. 

8 7/1 J. J 6 ):16, 9 9/HI ?,1(2) Vi.nho lj 87:?,G 9 ::52,9 -:?A,S 5 -
( lOJhl) 

~-
l, 0 (::?); Ar.cite 525,6 5)/l,? 391, '.i J:?5,2 - l6, ?._ j:!~ -

C10 3 t> 
. --·· --:.::!l,0-(1) ),l(::?) Fru t.is 

C"'s t i\nha )2,4 )2,7 )J,4 :?fi, 7 .• 111, l 20 - 2,4 

~!-'', A 1~2.~ 1110, 5 l ;, 11,(, 91,' '.i -)11.,';1 117 :::J. 3 
P<.'rn 119, 5 f, l, ';' t,'j. 0 1,11,0 -:i::?, J 1,5 2,) 
Pt:~~~::o 52,6 63, o n, 3 )1,h .-5/\, 9 36 1 o, I, 

A"'o l i< t1 - 8, 4 7,4 a,o ),7 -53,8 :,,6 - :l, 7 
Ccr-cja - 15,0 15,4 ::? 1.' 11, 7 - 11<;, l 10 - l ~' ') 
Fiiro l'IA,) 8 11, l 6::?, It ):j I fl -4:,6 J(, o,6 

0 J.mi',ndoa lA,:? -GR,S I ·- n,s 17,0 >,) 9 (.9' P. 
L.arA"JCl 11 It, 3 1:::0,0 iot,, ,. 116,0 ll, l 97 -1 (., 4 

\ 
no't> \>c;;<rt'1l3 

\Toma ta 
. 

J5,0(l) 
(:::) . 71 It, 4 r.:: r,. l 1,9), z f,.; '.i' 8 67') ;?.,O 

-16,0< 1 ) 
. ., ' .-;_.1~ - l,,sl-, 

: 
: 
, 

:cu., n r A 
; 

Godo nbatido Cpcl!o limro, tl - Tot.it 175 961 197 /l<J l 111) 9'iJ 1119 :::89 Z,9 219 1135 16, l 

Oov.i.no ~1. 772 9'.? o.;9 7? 11::?l n· 705 :--2, 7 fl 9 92) 15,7 

Ovino · 10 ) 117 10 055 '.) 27'3 7 '))::? -14,5 ? 69i'l 22,3 
C4pril'l.o .. ,. . 965 2 :?45 l 903 l ti72 -12,l 2 ir., jO Ii; 

Sttino .. . 71 745 <]:? 11/15 9:l 075 l 01 2~1.l lO,O ll 7 :?Ofi 15,7 .. 
tq,uino l l Jlt 1 0)7 869 r,92 --20, i.· - 825 l~.:! .. 

Anim'lill do· ,:., r,oc i. ra C ti~. l -
961 790 

. -· . 
: Frani;;o - i\ l 551'1 Al ?~') lt5 179 19, 0 U7 nn l,9 --------
j Ovos C tl ..... ----··· 2) 864 zti 926 :!11 ;?7 :)::? 1100 .,_ ~ 

- ( l > )Ii 922 l.li. t 

(103 ) (,;? (, 
6;i- 7J'.! (, 7') ·,7,1 

Leite ' fioo t 11'1 '.1fll, { )·!j :! .. 6) (}(,J jUli) 5,6 (11 Ji\ ?,OJ (;: l ' ; ) 
,· 

I 
Ha,,tcign Ct) 1 ·77(, l J5l l It 7!":i (2 102) Ii11, 7 (:: 7J7) ( Jn, :z J 

:111 ij :!I\ 27 1111,, I 
Q:i1oi.lo ( t) :2,. l17J 21 9(, 1 (21 10 11) f A'> l::, l (J7 79(, l ('.lJ,'.!) \ ... ~, 

J(,(, .) I 
. ...,.rrt ..... 1_ /) --C 
tt:;a 

tl"(£'l rir, vnrtoq7io rto~ lndli,,::~rt .ir. qnnnt)d.idr!;e;. <:i\]cnl;,'10."I cnm hn~t"' 110.:1 prl"'~n.A de l')i7• 

,-:- ! T'.'.F., Anu,",ri.o ~:.,·L,tt~ttcn, nnlc!·lm ~~("·1~.\l rl~,.c: r:~r.")t{~tic.,,c: tin .\·.~rtc,1lt11rn (it rf'~Cl\j 

Ci•:?, Tnfnr·n1:'I.:',~'"' S!,cin-r-:cf"'lr1,"'1-i~#"l (1\t11:,t:"rn!'I:. t ... itre p~1r:.,,r~~\.iif fl~ v:llor,,~ rnrn o i<"it" rl1:,"m rro 4 f"\nit" 
no~rHl!'l nn !r.\.t,~ c~nt~rr>l.,d~'l) 

: 
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LL :' ' 
1V 

1971 ... 
19 

19 

39 

4',' 

1972 ... 
\9 

2'1 

J',' , 
4'l' 

197J ... 
19 

N 

J9 

49 

1'7' ... 
19 

2'1 •, 
l9 

,9 

l'l15 ... 
' . 19 

'i 

I 
! 

2'1 

J<? 

49 

'Pcriodo~ 

. .. . .. . .. 
crit:11:itr~ 

td••estre 

tr iacscre 

tTim.:1tr'-C 

... ... ... 
t.rioe:str\? 

tt la.est. re 

t:-rii:.estre 

trim.!.str-e 

. ...... ... 
ttl;;.e,1tra 

tl"i:-.et(tllf 

c:ict,t re 

tc:!a~~tt:t 

. .. . .. ... 
tric.c•<. ,, 

tt ~6t' s c r.-

triMttr• 

tr~1t:1 

... ... . .. 
tric<f'-Sttc 

tri:si.c1tC'C 

tth,.esc.rc. 

tri:f'ttte 

(h•a : 1?10 • !,10) 

... .;. 

M~.Ji4 d:,s 
lnJiccs C:t"n:s.ii., 

\., .,e .. ) 

lOS,6 

94,2 

11 l, l 

110,S 

11S, 7 

l22; 7 

114,0 

121 ,1 

IJ1,7 

12,, t 

1)7,2 

129,& 

1)5, l 

1J7 ,4 

t,6, S 

140,) 

,,,.: 
142,6 

ll),O 

U9,S 

ill.,1_ 

ll4,6 

134,l 

lV,O 

!;II;,% 

K~dia dos !:u.ti("('S ·,11.·n~.1i':t 
dv:.."t,h.(}t"ll'l l i ;:.,J~'l .: :::'::"­
ri&iJos do~ dins ;,v~s 

ill.,l 

99, l 

108,0 

107,2 

119,0 

121,0 

\ll>, l 

ll9,0 

131,0 

125,J 

117,l 

lJ0,4 

1JJ,l 

U?,% 

146,l 

140,4 

1,4,, 

141,4 

u,., 
lJo,S 

\l), ~ 

llS,6 

131,.'I 

131 ·' 

13),& 

J. . 1976 ... . .. ... . .. lJ9 1 S n<i,, 

,. 
_,,,_,.;..,- _.,:,, ~ -·. 

-. --

19 cd.,utre 131.% ll6,2 

2<1 tric:e•tre •, 142, 1 13S,J 

)11 tdme.tu l)Q,6 1'4,:S 

49 tri::u:,tre 148,C 146,2 

1977 . . . . .. ... ... .... 155,7 15~,6 

111 trh,cscre 151,1 BO,J 

29 ,rt .... tn . .. 1Sll,2 UJ,5 
l 

l9 trfo:estre 1411,9 1S7 ,o 

49 c:rirest.re 164,8 l6l,] 

1976 . . . ... ... ... ~ 166,!_ 

19 tric;,cocre lG6,g !65. 7 

19 tricuu;;trc 170, 2 16-4 ,l 

)9 crl••~Hrc 155,4 tG4, 6 

49 tr{~.:Ott<' u1.1 \72,l 

(\lntr: I!if., c..,:(·tin 1,..,, 1urM! i.!,,,; t:l'ltnf;,tti<"t1b fwl11,itrialtt,: !ndi1"\·~ .tt,~ 

frn;:J1H,;;,, todu .. trial: nwti1·i1•r.!t•ll ,h.- _.,.,rid,.,t1lfdmh• (,,rnrr[dn." ~··ln 

0 

0 

·o 
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(6a~e : 1970 • 100) 

1971 
SectoreA de activida~c 1914 1915 1916 1911 1918 l9trim 29tdm. 39trim. 

Indu,trhs extractivas 100.2 91.1> 1 8).0 11, 2 12,8 66,2 11, 2 62,6 

Indut1td,l1J tranfotllladorat-Jda1-1oCJ 140.2 1)).2 l)9,4 I~ 5-, a 166,e l~0.9 1(,0,6 145 ,II 
I 

Al irucnta',OO 129,5 1)6,.1 1(,2.1 117 ,2 189,0 166,9 173,S 115,2 
' 

lkbldaa 197.6 209.6 206,4 21),) ;:~9,7 16),9 H.7,l 264,7 

Texteis 147 122.l 123. 7 120,) 122,5 126,8 126,6 99,5 

~adcira e cortita 121. ~ 99.9 101.8 12 2 ,8 124,9 13:i,2 12?,S 97,1 

I'Ap.: J 14).4 131.9 1)6.6 U9,6 154,5 161,9 164,6 146,2 

Quimicu · 1n.1 1)0 144.l ll8,) 171, 1 Hl,l 164,5 151,9 

Borracha 116.4 10?.6 99.9 124.~ 121,(. 134,6 134,2 91,l 

Dcrivados de pctr~l~o bi:-uco 
e carva11 11,.6_.) 10.9 H9.2 IH,6 160,8 1~6.1 150,6 162,3 

11inerni 1 nao metallcoo . 142.4 1l6.6 1'6.S 110,2 181,2 163,6 119,0 li0,7 

·Mctalurgica5 de bade 141. l 109.6 124./l 162,6 lOl, I l)l ,5 162,l 155,0 . 
lrodutoo metalico, 121.9 116. l 1:0,j 14),) 156,2 141,8 151,8 l ll, 7 

Conotj-u,;ao de: ,.;i,1ulnao 
ou.:cioico:u 199.7 170 114,4 147,7 142,0 l',5,2 lJS,6 1J9,2 

Con,itru,;iio de ••i']uin .. , e 
aparclhoo eliiccdcob 1)9. l ll'J .5 110.6 116, 3 U),2 ll5, 7 140., 7 U0,4 

. . 
Artisos de roatCrius I 

plaHitM l'-S.6 125.6 159. L 195,t. 10:,,e l?l,6 205,7 177 ,9 

M.u.-dal <l~ trannpotte 141.1 121,6 1)7 .1 1)6,) H,O ,6 n~.1 14Q, 7 110,4 

ElcctddJade, sao e v.Apor 14:i.8 144:6 lll.6 119,0 U7,0 205,lo 163,4 151,5 

Indice g.erd 1)9.7 13).0 137. J l~S.~ 166,0 H),2 1S8,3 144,l 

fontc I llll, Boletin 11>euaal daa fotatlat{cA» In&ootrla1o o !nd[ceada rrodu~ao lnduotrlol 

P.C/Y.l' 
f : 

7;\'icri,J lYtrim 
1978 

29tr1i,Wtrim 49td r.,. 

62,7 10,2 66,l 67,8 84, 7 

165,7 166,6 172,) 152,6 175.5 

193,4 178, l 161,7 182,4 2lJ,5 
' 

157,3 201,0 264,5 J)0,6 242,5 

128,1 128,2 131, I 97 ,2 1)),5 

126,8 121,4 1<5,0 lOtl,S il6,6 

165,7 165,6 1.5S,6 142,9 l~),5 

16),5 176,4 179,5 156,7 171, 9 

1)7, 9 138,9 143,~ 90,6 1)7,0 

141!,4 146,4 151,0 174,9 170,6 

167,l 164,2 196,7 177,9 189,9 / 

201,7 200,3 ~10,4 190,5 203,2 

164,0 166,l 173, 2 12),0 110,5 

l(,1 ,6 U4,5 136, 1 102,5 17.ii, 1 

I 
156,) 164,9 110,3 115,2 162,2 

' 
' 

204,l 213,5 219, 2 177, 7 204,6 
I 

158,) 169,2 188,4 121 ,a 157, 1 

195,4 226,4 192,4 134,6 194,7 

165,9 169,1 171,) 148,9 174 ,7 

-· 
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\:i C/ l 1 >' t< .... . :'--

,rJ.-4 2. i 4-J 
CP.J .. U' UE trrrr. r: .. \c .. \o 0.\ C.'.PAC: tt"t,!:C: f·:;:".O:J 1)7 r·,.\\ r(A 1~:r1r 57~~ r A T?.t\~;~;--o~~·AOO::!:\ 

1973 1974 ins I 1975 1971 
' Oiscri.min:1,;io 

!for<;o S..:t9 :,i..l:r,o - . I ~~J i.:i L9 ·2~ :l9 49 Hcd !..t 
;,.nu;:il I .1nu.:tt t'rirn. t:"1~. crir.i, tr lr.1, 

Sens de consu,:io 80 8'.l 84 82 77 78 76 78' 77 

~ns iacen:~dios es 87 sa·- 76 7) 80 79 78 79 
s• __ ,. 

liens de invuscir.,enco 84 

I 
81 SJ 68 60 81 80 81 so 

Total 81, 85 S6 76 70 76 76 78 70 

Alimenta,;io ... 0 . . . . . . ... ... ... . . . ... ... . .. 74 71 ?5 74 
. 

Bebidu ... ... ... ... ... . .. . .. . .. ... . .. 54 70 79 58 

T.sbac:o ... . . . . . . . . . ... . .. ... . .. . .. . .. 100 ·100 100 100 

Tc><teis ... ... ... . . . . . . . .. ... ... . .. . .. 75 '4 77 76 

C<1l,;ado e 
- . (1) 

Y\!.SCU.lt"f.0 ... . . . ... ' .. ... . . . .. . 7l 70 u. 74 
.;' 

lfadei.u e con i.; ~ . . . ... . . . ... ... ... . .. .. . 75 73 76 76 

Mobili~rio ... ... ... . . . ... .. . . . . ... .. . . .. 67 64 70 70 
. 

·. hrd . . . . . . ... ... . . . ... . ...... . .. 85 !H 87 es . 
·. Arte, t.r:'i{ic; . .a " ~<litodais . . . . . . ... ... . .. ... 71 71 75 7S 

C1truce" ... . . . ... ... . .. ... ... ... ... .. . 82 79 82 81 
-

!orucha - 82 81 82 84 . . . ... ... ... . . . . .. . . . . .. ... . .. 
Q,.,taku (l) 79 77 80 80 ... I...· • ... ... . .. ... ... ... . .. -
tk:riv.!zl::,s co ~ '(3) 

61 61 !.2 69 pcerolco . ... . . . ... . .. . .. . .. . .. 
l'roJutC/5 c:tnerais ri~o :c:c:i:lico$ (t.) . . . ... ... . .... 81 80 82 ei 

Y..::aluq;ic:a~ de b.ise (S) . 
77 79 gs 84 . . . . ... ... . .. . .. ... . .. 

• ' l'roduto:: cc1::il icos --· .,.,.~.·. ... .. . . . . . . . .. . . .. 76 77 ao 78 

¥.:i,.,.i i na:s a.lo ¢1;:ccric.;is ... ... ... ... . .. .. . 77 17 81 79 

V..:itcdal e lcccri.co . . . . . . ... . . . ... . .. . .. 79 79 80 !!l 
.. 

!uteri al de u·an.;?orec ... ... ... . .. . .. . .. . .. so e2 84 8l . .. . .. Outras ... 74 73 7S 76 ... ... ... ... .. . . . . . .. ... . .. 
" 

0-dgcm; INt, lnqu:erico de Conj:..:ntura a tndun:ia Transfoi:1:1.3dora (!Ct'r) 

1Si8 

l-? 29 
trim. :rir.:. 

-

75 74 

78 7e 

80 80 

78 78 

75 73 

59 67 

100 65 

75 75 

74 75 

17 77 

65 60 

64 as 
76 n 
79 n. 

85 86 

19 78 

79 .5l 

65 83 

84 S6 

77 7e 

83 82 

86 85 

81 e1 
71 78 

)? 
:.:ic1. 

75 

77 

78 

78 

7J 

78 

95 

76 

11 

7S 

64 

a9 

74 

74 

e:; 

18 

SJ 

83 

84 

76 

SJ 

87 

18 

77 

G. 

t; 

r 

n 
76 

77 

73 

59 

95 

77 

76 

76 

66 

76 

73 

26 

81 

76 

n 

77 

~ 0 ICIT foi:neccu os n;;:ceros do 1977 scg~nc!o a· veu.10 de 1964 da C,V:: o 03 de 1978 segundo a vcrsao de 197'.l d.i CA-: 

.. 

Para oio haver quebra da scric, ajust.irar.i-~e aliuns nu.~eros de 1978~-.de acordo com o re(crido nds notas (1) a (5). 

(1) - cm 1976 esca. .::l:iss,i _coj-respondcu as classes do c:J.l~.i.c!o e do vestuario. 

(2) - em 1978 : producos qu1~ico$ induscriais + cucros proc!utos quicicos, 

(::l) 

(4_) 

(5) 

ell! 1978 

-. cm 1978 

ew l 9 78 

:efin:iri.i..s de pecrclco ... derivados do pctroluo_ brut.o e carvao 

cvorecian~, tr;s (inc e olarin • vid~o e ar:icos da vidro • oucros ?rodutos mincrais 

b;,ic~s de !c:ro c a~o ~ b;sicas de ~et~f4 nio ferrosos 



·.Q 

i . 
I· 

I 

I·. 

I, Tipos de tr.ona;,orte 

I"ert"oviario 
I 

Passageiroe/quilometro 

\ I tt"ansportado~ (milhoe•) 
I 

I 

tt~rcadorias/qullomctro ; 

transportada.s 

! (milt.ares de toneladao) 

Rodaviii.do (in:erurb.100) 

Passagoiros/qullometro 

rans pc rt adoa. 

(e1i lhoea) 

Aereo (co'11p:onhi.a mctropollt11.nu)(3) 

l'a.ss:ii;ci ros/qui loc,etro 

transpoi:t,,dos 

(m'i lhocs) 

Mcrcadorin5/qµilometro. 

tr1111uport11d,u 

·~) ( .;01\e t..Jns) 

Madtimo {porto de Liflboa) 

?le rc.idorias cmb:irc .. dao e 

d,•s.e:t!>an::aJ.is (mi. lharca do 

toncln1!a~) 

{l)Kcfcr~nte 4 J~nciro/Outubro 
(2)R;;:!er,.,nte a. Jan,•i.ro/liovem!,ro 

(l) Nno inclui m~vi.mcnto da S~Th 

RC/lfr 

TM:1SPO!lT£S 

197.5 1976 1911 

; 

I 
4 8.56 ' u~ 5 241 

(4 • .517)1) 
; 

. 7.54 004 04 U4 884 10~1 
(131 319 ) 

. 
3 02, a 856 2 311 

(l 961,z> 

3 012 2 326 l 017 

60 .506 61 814 8) 84.0 . 
·, . 

-/ 
i· 

; 

...... 
9 765 11 9)1 11 40& 

., 

1978 
1978 19trim. 29tdi:i. 

'· 

4 )01 (l) l 319 l 225 
.. 

\ 

119 51f• Cl) 2H 316 243 695 

. 
. I 

I 

2 oaa<2) ~Sl> ~so 
I 

3 604 191 1.54 

.. 
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DISTRIBUI(AO PE:ZCE~TlJAL DO EN!'REGJ POR CL\SSES 

Escaloes - . 
. . 

-. . . 

Z.:enos de 4 000$00 

De 4 000$00 a 4 999$00 .. 

De 5 000$00 a 5 999$00 
. 

De 6 000$00 a 6 999$00 

De 7 000$00 a 7 999$00 .. 

De 8 000$00 a 8 999$00 

De 9 000$00 a 9 999$00 
- . 

De 10000$00 a 11 999$00 
.. 

Igual OU superior a 12 000$00 
. 

- (1) 
DE REHUNERAG,\O 

Inquedco de 

1977 

Valorc.s Va.lores 
• l 

SlffiD.CS acusulados 

2,6 2,6 

12,0 14,6 

14,7 29,3 

19,3 48,6 

19,0 67,6 

12,7 80,3 

6,3 86,6 

I 
6,7 93,3 

1 6,7 100,0· 

Janeiro . 

1978 

Valores Valores 
sir..:dcs .::i.c:u:nu l o:1d o s 

1,2 l,2 

3.0 4,2 

10,9 15,1 

12, ti . 27,S 

l.S,O 42,5 

25,9 68,4 

12,3 80,7 

10,1 90,8 

9,2 100.0 
... . . 

. . 

. ' 

•. . . . 

Origer.,.: Elet:ientos fornecidos pelo Servi<;o de Es tads tica do Ministcrio do 

~- .Trabalho. 
. . ~ . ..._. 

(1) Nao inclui trabalhadorcs das actividades· agr1colas. 

RC/AS 

·­-
' ' '·. 

-

·O 
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Rubricas 
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-

r::-.abalhadores ruraia 
·, 

l!omeos: I 
I 

Sal'arios 
I 

noC1inai, 

S»lacios reai,:. (a) . 

nulhcrcs: 

6al~l.'"ios nominais 

Sal:irios rcaili(a) 

Profi,donais da foC:ustria 

e dos tca:l~portc:£ 

Lisbo.1: 

Salado,; no,dnais 

S.:,lario11 r.iahb) 

l'orto: 

Salados nominais 

S.aladou 
• (<:) 

rea.1.s 

' 

l 

3,8 

- 0,4 

.5,S 

1,6 

2,9 

,;.z,4 
I 

1,9 

-1,0 

-; . ;., 
) . ./ 

l97S 

lI 

4,7 

-0,6 

6,4 

l,l 

3,9 

1,0 

10,2 

1,8 

0 
.. h:.iin.:; n:: S,\Lhtos );ui:t:.,\tS i'. 1,.r.,~15 

\ 
\ 

1976 

II! lV I II IU lV 

. 

2,l 0,6 6,2 $,4 
' 

-o., !>,2 

-0, 1 -2,3 -2,6 4,1 -),4 -0,6 

2,3 2,8 2.J S,3 1,7 4,1 

0,l -0,2 -6,2 4,7 -1.2. -1,6 

.. 

1,2 6,) . ),6 1.0 l,S 1.0 

-1.0 2,9, -s.o l,J -l,S -8,0 . 

3,1 S,9 1,S 1,0 1,1 0,2 

2,0 2,S -),ll -0,4 0,7 • -6.7 . . 
, 

{),.;..J.v.,..; 
fiM,-c-1 u;E, llol-,tim Kcns:il de E.cucinica 

Rcixr 

(a) 

(h) 

(c) 

Salacio~ no~inai~ deflociunaJou 

banco de PortU&jt. 

,•· 

0~ 

1917 1976 

I 11 III IV I II III IV .. 

2,4 6,4 2,0 3,7 2,0 10,0 2,0 2,9. 

-1,(, -4,9 S,4 -o,s -),1 2,7 -1,2 -3,l . 
s,.1 6,S 3,4. 3,4 -4,:S 8,0 9,6 1,8 

-s.1 -4,6 6,9 -o,s. -9,4 018 6,1 -4,2 

: 
.. 

··,,, 
y .. 
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-l,11 -6,0 S,l -0,2, -~.o -l,S -2,1 -o., 

:=:.; 
l.,l 6,8 1,7 2,2 0,8 1,7 0,9 9,9 I 

-6,'.I -6,a 9,9 -6,l -t.,1 -:4,(; -1.2 0, 7 . 
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In,tt c e" do Pre~o" mllrllo:-., no r>ro1l•1tor, ,le, f'rn,h1t.,,, ,1,. orlr:""' v"r,ct..::il - CantinP.nte 

I -'l im<"nln<;Ro llurnnno 

Porfodo.s Tot<\l Alir.icnta<;Ao 
~...:...,. Fruf Mi Animal I 

ConJ,1•,lo l'nniflci,vel .. l .. f'fhl'nf'~ lll\t ntn Vinho Frc!icas ( Conj•1nto) 

1971, . . . . . . . . . . .. . . . ... ... l (,(,. ') l (,6. 7 127.) 2~'L, ,, 2(,0.8 168.6 1(';7.6 1G9.6 
10 Trimcetr~ . . . . . . . . ... l(i5. 1, Hi5 • '· lJ/1.li :wo. 9 275.9 lfl?. 0 lfl7,9 165.7 
211 Trlipe:ttro . . . . . . . . ... 165.2 l r,,,. 7 )21,4 205.J 259.) 18'1. 5 )67.6 171. 4 
)" Trimc11tro .. . .. ... ... l{,] .1 \(, \ • 1 \ :'.! '). 'i 22fi.O 2)(,.1, 15 1, .1 157.0 l fi 1 • 4 ,f :,. .. 

40 TrJmotttro . . . . . . . . ... 175,ll 175.,i ) ,, ). ) :?fll.) 27t.7 1'16. n 157.fl l 79. 7 

1975 . . . . .. . .. . .. . . . . .. ... l 91.5 l '):!.O )(,J.1 )27,2 )'15.) l )0.1 172. 5 l 79 .1 
]Q Trlmo .. tro .. . . . . .. ... l 7).5 17).2 152., 2117.) 2r.i,: 7 ' l )I,. l . l)).ll l /lJ. J 
2<> 1'rtmc:, tro . . . . . . .. ... 1/15 ,,1 J ll5 .,, )5),) )\(,.') ,))(,.) 125.9 J(,7.7 lflG. ,, 

JI> Trimo:,tre . . . .. . .. ... 19).0 l ?'• • 2 1<.7.5 )}I•') )'• J. 9 llll.2 217.2 167. 6 
/ill Trime,,tro .. . . . . . . . .. 211,.0 21 'i. \ 171\.9 )72. fl IIJ(, • 5 J ,,o. 2 171. J 179.0 

1976 . . . . . . . .. . .. . . . . . . ... 21,1,.0 2115. n 175.2 /;)').? 551,. il lll:!.. 7 1(.5.9 1 fl(,. 6 
19 'J'rlrqc:, trc . . . . . . . . ... 2')9.') 2 1t l. 7 11\0.2 )?I. t; '.i7'• • 2 l<i7.9 11, 7. 0 lll2.') 

2Q 1'rimc,.tro . . ... . .. ... :? ,. :! • :'? z11t, .. I 17) .1 l,0?.0 5 11fl. 7 l 711. 5 l(\J.l lflo. 2 / 

J!I Trj me:.• t re . . . . . ... . .. ... 21,0.11 21,1 .6 171.(, '•:>).I\ '.il 1t. 5 l fl'). r, 176. ') 1 /\Ii • ll 
1,11 Trlmc!ltr·o . . .• ... ... . .. 2'.i J.1 :-!'j , •• ll 11'.i .n 50'.i .,, 5111. 9 J ')I\. 9 156. 11 l')Cl.6 

1977 ' J l ). '1 )12.) 200.'j 610.') r,:io. J 252.2 :Hl5. fl )51 .1 . . . . . . . . . . . . . . . ... ... . 
1a Trlmc,ntrc . . . . . ... .. - :!.IH,. (, 2fll\. t ltl). 7 ,,,o.r. 70::.5 2l(i.1, 173.5 ::?.Jf,.o 
2Q Trtn11>:stre . . . . . . . . ... 321,. (, J'.! 6. O • ) 91,. 2 60'). l lllli.ll 2!!1.7. 295. l 277. fl 
J9 'l'rimc,otro . . . .. . .. ... 311,.11 J l 1 .'7 209.7 611\.9 51J.8 21,3.0 4 01,. J 1,01..5 

1,0 .Trimc-i,tre . . . . . . . . ... ):?fl. 2 ):!1. 1 211,.) (,(;5 JI 1, 1.r,. J 327.7 270.1, /1 fl<). l 

' I : 

I ' 1978 . . . . .. . .. . . . . .. . .. ... :, :l?. J J/1(, • I 217.5 <,n.2 )ll2, l 5)1. l 262.9 '1:12. 0 

I q T'rimc,itro . . ... . . . . . . ) )2. '.i 1-:7.I) ::11.G (,Ji 1. 2 )')5,5 31l7.5 \')7.7 1,/\G. 1 .. 
2<'> Trimc.:,tro . . . . . . .. ... ):-". If )'. J .,, ?.:-!2.B C,~.7.7 )711. 0 45).1\ 2JO.) 115 J. fl 

)" T:-lmr..'ltrc . . ... . .. . .. ,,or,. J '•OJ.:! 255,4 G:i J .1 J<i2. 9 550.5 )51.) 50lt. 5 ~ 
I 

I 
'1<1 Trj rno" trc . . . . . ... . .. 1,lil.11 115'). 9 ~ :;r.. )~ (,O!!, 7 396.2 · 71,0.7 2 7~ .1, 52J.5 
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!NDICE DE PRE(.OS POR GROSSO EH LISBOA 

(Base: 1963 = 100) 

.. 
Grupos e subgrupos 

1976 
.. 

1ndice geral 260 
':"'.,. 

Dispos it:ivo fu:-id;:i~cntal 
,. .. 

Alir::11:?nta~ao .$~ 303 

Bebidas e tabaco 260 

He t e rias-p ri r.1~ s nao al i:::en 
•· -

tares, except.a combust!vcis 197 

. Combust i:vc is C lubrif icantes 283 

Produtos da industria 
... 174 qu1m1c.i 

Produtos r:i.::mu f ac tu r ados 19·2 

Oispositiuo co::i?lec:entar 
• 

Produces n.:icionais 276 
: 

Produtos fabricados a partir 
_.,." de ma.tc:::ios-?rimas importadas 250 

: : ; .. .. 
:Prodtitos do estr.o.ngeiro 235 

: 
.. 

: : . . 

.. •' 

Orlge~: I!$, Bolet~m Mcnsal de Estat:i~tica 
. ,· . -... . . . . 

. RC/AS 

~-...-.-- --~-- ·. 
:;:-::=.:=.=.·.: . 

•. 
'• 

.... ........ 

' ' ' 

Hedias 

1977 

334· 

J89 

347 

296 

345 

205 

232 

357 

. . . . 
280 

326 

-
~ . 

1978 

Ml 

453 

642 

348 

454 

272 

281 

501 

324·: 

390 

Variac;ao anual 
(7.) 

1977 1978 

28,5 32,0 

28,4 16,S 
.. 

33,5 85,0 

50,3 17,6 

. 21,9 31,6 

17,8 32, 7 

20.s 21,l 

29,3 40,3 

12,0 15,7 

. 38, 7 19 ,6 

~ .. · .... --
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Ill 
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Jilllj!l::l I)!'; l'P.f.C:CS NO co~st:~111)0\ 

1976 1917 

Linboa 

Total ... ... ... . .. n).6 41,0. 8 

' I Total 11!11 hnbita~ao ... ... 3,,2. 9 4)1,4 
I . .. ... 
\ . 

1 
Forto 

! Toto\ )t.5,0 436.0 ... . . . .. . . .. 
Total Ulll h4b1t6',&0 ... )ll.2 40).2 

Coirobra 

Total ... ... ... . .. ... )47, l 426.0 

Toul nm habita.,iio ... . .. 196.0 lH,) 

£vora 

Tot.11 ... ... . .. )62.1 41.9.1 

TotAl U,111 hat,I tCl',bO :no., )94.6 

Viaeu 

Toto\ ... )~0.0 06.8 

Toto.1 IH'III hob1t4',40 . . . . .. ... 298.l 37~.1 

l'aro 

Total 40).) 491.6 

Tott1l ,em hab i CA<; iio )\0.5 &02.0 

Media (l) I 
!. 

Total ... . . . ... . .... ... 354,1' 4)7 .) 

Total aem hobita1;iio )22.l .. - 408.s' 

OJ M~diA ponder4dd peln 1>opul11,iio rc&idcnto en cada ano noo di~tritoa A quc 

ORICEM: IKE, "lloledm Mcn.,nl de f:at,uiH.lci," ~ ne 54 d4 aerie "£ctudoa" 

LA/-Kl.' C) ;" 

Dase (lOD); l96~ 

1916 

502.5 

!501.o 

515.7 

.t.90;6 

496.2 

. 4)7. 2 

5 tt.·. 1 

£69.9 

St.6,6 

t.t.5.8 

655.4 

51J.9 

520.) 

1.69.J 

pertcnce11> c,ida 

Vario',OCS anuais em 

pcrccntagc.n 

1977 /76 1978/77 

+ 24.0 
I + l4.0 

+ 25.8 + 17.5 

.. 26.4 + 18.) 

+ 28.1 + 21. 7 

+ 22 .1 : + 16.S 

+ 24.1 + 19.0 

+ 24.0 +. 14.5 

+ 26.9 + 19. l 

+ 24.8 + 25.6 

.. 25.6 + 18.8 

+ 21.9 + )).) 

+ 29.5 + 27.8 

i 
+ 2).:) + l9.0 

+.26.8 + 19·.a. 
\ 

Ulll4 dAII seh cidadce 

J 

CJ'.\ 

:-P .. 
·! 
. j 

I 
I 

~ _..--,, ,,,..., 
(, 

)J ., 
·, 

f' 
~"::- -~· 

(./ 
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INTERi'{ATIONAL MONETARY FUND 
Portugal--1979 Use of Fund Resources 

Minutes of Meeting No. 2 

Held at the Bank of Portugal 
Friday, May 18, 1979, at 10:30 a.m. 

Portuguese Representat~~ 

Dr. Cavaco Silva 

Fund Representatives 

Mr. 
Mr. 
Mr. 
Mr 
Mr 

de Fontenay 
Premchand 
Osunsade 
Stuart 
Mitra 

Dra. Cardoso 

The meeting was devoted to developments in money and credit in 
1979 and to the present stance of monetary policy. The Portuguese 
representatives stated that the figures for February and March were 
provisional. The money stock at the end of February was somewhat 
lower than had earlier been estimated, principally owing to a 
reduced rate of growth of demand deposits, but overall domestic credit 
was higher on account of larger net credit extended to the Ill b li c 
sector. The earlier estimate for the net foreign asset position of 
the banking system stood. The first quarter showed a surplus of 
US$ 20

0
5 million(+ US$ 79 million in January, - US$ 29.1 million 

in February, - US$ 29.5 million in March) in the net foreign asset 
position, and according to balance of payments indications in April 
the net foreign asset position was expected to decline by 
US$ 21 million and in May by a further US$ 20 million. The money 
stock, particularly time deposits, continued to increase as expected, 
but the rate of increase of demand deposits was substantially lower 
than had been the case earlier. According to the seasonal pattern, 
emigrants' deposits increased rapidly in January and February. The 
credit figures had not been collected for the outstanding credits 
to the ex-colonies extended by the Caixa-Geral and the Banco de 
Fomento. The credit ceilings that were presently placed on the 
commercial banks now included their bad (uncollected) debts. However 1 

only January figures were available for credits inclusive of 
uncollected debts, as the Caixa-Geral took a long time to classify 
bad debts. Revisions of bank credit data for December 1978 had been 
suggested by the monetary authorities. However, in flow terms 
expansion would not significantly be affected by these revisions, as 
the stock of uncollected debts was almost stable. In annual terms 
there was an increase in the money supply of 27.6 per cent in 
February and 28

0
2 per cent in March; the latter figure being subject 

to revision. As there was a jump in the money supply in April 1978, 
the next annual figure would have an obvious bias. 
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The credit ceilings imposed upon the commercial banks were 
revised in February and March principally because uncollected debts () 
were now included in the limits, and also because in the absence of 
a firm figure that was implicit under a Fund program, the authorities 
had decided to act very cautiously. They tended to estimate the 
increase in demand of money holdings by the public conservatively 
and, in addition, to aim for no increase in the next foreign 
liability position of the commercial banks. The long delay in 
obtaining monetary statistics made the task of setting credit 
ceilings very difficult, but developments in the monetary base which 
were available with practically no lag, offered a reasonably good 
guide to the projected increase in the demand for money. There was 
an increase in the demand for credit in January but not so in 
February, a further increase in March, a flattening out in April, 
and an increase is anticipated in May. The banks were making full 
use of the credit limitations, which reflected the tightness of 
existing credit conditions as well as greater familiarity with this 
system of monetary control. Special monetary institutions such as 
the Caixa.-Geral were allowed a margin above the credit ceiling, which 
they often used, but such a margin was not cumulative in practice 
and had ultimately to be liquidated. 

Since the period September/October 1978 there had been a change 
in the way credit ceilings had been placed on individual commercial 
banks. Earlier there had been wide variations in departures from 
the credit ceilings in both directions, but now the pattern of 
observance was more uniform as the allocation of credit by the ·C) 
monetary authorities corresponded rather more closely with the 
anticipated needs of the commercial banks. However, problems of 
uncertainty remain. In October and November, a relatively high 
ceiling was given to the commercial banks which were then unfamiliar 
with the new method, but a low indicative ceiling was placed for· 
December. At the end of November, the December ceiling was raised, 
but this caused difficulties as the banks were informed too late to 
make use of the liberalization. It was the present intention of the 
authorities to give commercial banks at least two months' notice. 
The rediscount policy of the authorities mirrored the overall level 
of the credit ceilings given to the banks and their utilization. 
In November a tight rediscount policy was followed and the banks 
could not finance the admittedly high ceilings. Subsequently, 
rediscount policy was loosened and the liquidity position of the 
banks improved with the balance of payments surplus. There has been 
a shift in the proportion of credit towards those extended by the 
special credit institutions which tended to go for housing and 
construction. Such credit was extended by the Caixa-Geral and by 
Montefin. The housing fund obtains credit from the Caixa-Geral 
and also partly from the central government budget. 
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It was the intention of the authorities to keep the commercial 
banks within the first tranche of allowable rediscounts now that they 
were up to their credit ceilings. It was further the intention to 
keep the growth rate of the overall volume of rediscounts as stable 
as possible. The authorities intervened in the money markets as 
well as in the inter-bank bond market in consonance with their 
liquidity intentions. But there were considerable difficulties 
as the banks were still familiarizing themselves with the new 
institutional operations and no·t all were fully aware of the 
monetary stance of the author1ties For example certain banks . ' 
were not always aware that during the two middle weeks of the month 
the volume of currency always decreased and this needed to be 
compensated for by the authorities. The money market now principally 
dealt in 90-day instruments in contrast to the 7-day maturities of 
the past. The surplus funds of the Caixa-Geral, often of 
substantial magnitude, were invested in the money markets or the 
bonds market. But as the latter tended not to be a highly efficient 
market, there was a greater reliance on the former, as a source of 
funds for the banks that provided an alternative to rediscounts by 
the Bank of Portugal. There was at the moment considerable room for 
improvement, especially in the bonds market. In addition, the non­
bank public held Bank of Portugal bonds, generally of 8 years 
maturity, with reasonably attractive interest rates. 

Dra _ _cardoso undertook to supply information regarding the 
transactions of the autonomous funds vis-a-vis the Caixa-Geral -
of these the supply fund was the most important and the Caixa-Geral 
was its major supplier. There remains some Bank of Portugal 
participation in the operation of the autonomous funds, especially 
that of social security. The Caixa-Geral also extended credit to 
the public enterprises. 

Turning to more recent developments, Dra, Cardoso stated that 
at present the credit ceilings for the commercial banks for May 
were the only compulsory ones. Indicative ceilings for June and 
July had been decided upon, and these would be revised and made 
obligatory in due course. The authorities used the method of 
rolling ceilings two months at a time. But the notice given to the 
banks depended greatly on the speed with which the banks themselves 
supplied statistics to the authorities. Once the April figures were 
known, the ceili:Q.gs for June and July would be put on a firm basis. 
The monetary survey showed that the net foreign asset position for 
December 1978 differed from that provided earlier only in Escudo 
terms as the different exchange rate was used for transactions with 
the IMF; the dollar figure remained the same. The growth rate in 
the money supply in annual terms was 28 per cent for December 1978, 
28.2 per cent in January 1979, 27

0
6 per cent in February 1979, and 

28
0

2 per cent for March 1979, but Dra. Cardosa, for purposes of 
credit ceiling calculations, was working on a 27.5 per cent 
expansion in the money supply for March 1979. It remained the policy 
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of the authorities to pravent a decline in the net foreign assets 
position of the commercial banks, although lately there had been 
an increase in their side: this was defined to be of up to one 
year maturity. Most bank liabilities were for 6 months. Only the 
liabilities of the Banco de Fomento and one loan that had been 
obtained by the Caixa-Geral were liabilities in excess of one year. 
The Sociedade Financeira was at present not included in the monetary 
survey as they were practically inactive, although monthly data are 
provided by them. Their activities were largely limited to paying 
their foreign liabilities upon maturity. The investment institution, 
once ll ~set up, is to be principally financed by long-term domestic 
deposits (5 years or more) and by foreign loans. But there were 
delays in the legislation concerning this institution. 

The discussion turned to the seasonal pattern of the acquisition 
of government bonds by the commercial banks. This development took 
place largely in December and January (the complementary period) as 
the Ministry of Finance issued bonds at that time and these were 
taken up by the banks. Traditionally during the rest of the year 
the Republic did not issue bonds but financed its deficit with the 
aid of the Treasury subject to ceilings that had been established 
by law--such ceilings were the equivalent of 5 per cent of the 
latest available annual current receipts of the budget. A ceiling 
calculated in such a way had proved to be highly restrictive in 
recent periods, given the high rate of inflation and the lags in the 
collection of budgetary data; therefore, another account entitled 
"Loans to the State" had been created in the Bank of Portugal and 
this permitted the Ministry of Finance to borrow from the Bank of 
Portugal virtually ~thout limitations. The rate of interest on 
such borrowings were substantially lower than on government bonds 
that had been placed with the commercial banks or with the non-bank 
public. In addition, the Caixa-Geral which in the past had been a 
department of the Ministry of Finance, also extended loans to the 
Ministry of Finance. It was established in the discussions that the 
Bank of Portugal had no effective way of enforcing any public sector 
credit ceiling that may be established upon either the Ministry of 
Finance or the enlarged public sector. The treatment and size of 
the profits of the Bank of Portugal was of little economic significance 
as most of it was transferred to the Ministry of Finance in order to 
cover interest payments by the government on its outstanding bonds, 
and only part of it went to the interest subsidy scheme on certain 
loans extended to the public. Some bonds issued to the non-bank 
public were linked to the rediscount rate. 

Dra Cardoso stated that a special team consisting of representa­
tives f;om the Bank of Portugal, the Ministry of Finance, and the 
Planning Department had been created to examine the credit requirements 
of the public enterprises; this team was mainly concerned at the moment 
with obtaining past data. At least for the 18 public enterprises that 
had been identified for the Fund mission, the data for 1978 on a 
monthly basis may be available according to credit guaranteed by 

0 

0 

0 
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(J b(l) the Government, (2) banks, (3) Tor non-guaranteed cradit, and would 
'---" e made available to the mission. he authorities were aware of 

0 

0 

serious problems of seasonality of credit requirements of the autonomous 
funds; for example, the supply fund and the social security fund. The 
latter generally experienced a hump in August owing to the payment of 
double pensions and at such times increased recourse was made to the 
Caixa-Geral. In practice the autonomous services did not borrow from 
the commercial banks, although it was clearly open for them to do so. 
The autonomous funds, particularly the h~using and the supply funds, 
tended to borrow only small amounts from the commercial banks, with 
the Caixa-Geral being the major source.of their financing. 

A discussion on interest rate developments followed. It was 
obs8rved that the Eurodollar interest rate had tended to increase in 
recent months but given a lower rate of depreciation of the Escudo 
relative to the US dollar (as the dollar exchange rate tended to 
depreciate), the relative interest rate differential in favor of 
Portugal was relatively stable during 1978. In their calculations 
the Bank of Portugal used mainly the 6-month and the 1-month Euro­
dollar interest rates, as local deposits tended to be of the same 
maturity. The developments in emigrants' remittances since December 
did not suggest that domestic interest rates had lost relative 
attractiveness. 



(~ 

0 

() 

INTERNATIONAL MONETARY FUND 
~ortugal--1979 Use of Fund Resources 

Minutes of Meeting No. 3 

Held at the Bank of Portugal 
on Friday, May 18, 1979, at 3:00 P.m. 

Portuguese Representative 

Engeneira Engrid Alameida 
(Ministry of Trade) 

Fund R~prasgntatives 

Mr. Premchand 
Mr. Osunsade 
Mr Mitra 

The meeting was convened to discuss recent developments 
concerning trade restrictions. In response to questions by the staff 
team, Eng.a Engrid Alameida commented on various recent developments, 
as summarized below: 

1. Import Surcharges. The 20 per cent import surcharge was 
reduced to 10 per cent, effective April 1, 1979. By Decree-Law No. 
109/79, promulgated on April 17, 1979 and published on May 3, 1979, 
a list of import items (consisting mainly of intermediate and durable 
consumer goods, and amounting to 1.9 per cent of 1978 imports) was 
exempted from the 10 per cent import surcharge and made subject to 
basic import tariffs which were simultaneously introduced; the items 
affected were the so-called "non-bound" items under GATT regulations. 
The new basic tariff rates for these items ranged between 12 per cent 
and 18 per cent, ad valorem, for imports from EEC and EFTA countries; 
these were to be reduced in stages and to be fully eliminated by 
January l, 1985, in accordance with the following schedule (cumulatively): 
(a) Reduction on date of introduction; lo per cent. (b) Reduction on 
January 1, 1980: 30 per cent. (c) Reduction on January 1, 1983: 
60 per cent. (d) Reduction on January 1, 1985: 100 per cent. For 
other trading partners, the rates of the new basic tariffs were 
generally higher than those applicable to trade with EEC and EFTA 
countries. 

Concerning the 60 per cent surcharge, no change in rate or 
commodity coverage has occurred. However, a technical group was 
established earlier in the year to explore ways of replacing this 
surcharge with domestic tax measures, but no follow-up ac ti-:)n has 
so far been taken. 

2. Quota RestrictiQ~. Coffee and plastic products were 
exempted from the value quotas recently established for 1979. For 
the items still subject to quotas, the overall limit for 1979 was 
Esc. 2,365 million, compared to Esc. 2,005 million for the same 
items in 1978, or a planned increase of 18.4 per cent in value terms. 
The basic determining criterion was to allow for at least the same 
volume as in the preceding year. 
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3. Other Areas. Concerning importation by the commodity 
marketing boards in the public sector, the import programs and c-) 
related foreign exchange budgets for 1979 had not yet been finalized. 
In the meantime, the boards had been allowed to make purchase plans 
up to 60 per cent of their individual import programs for the 
proceding year, and to base their domestic marketing of the relevant 
products on the actuals for the previous year. Delays in finalizing 
the import programs were said to be related to the fact that decisions 
about changes in the administered prices of these products had not 
been made. 

0 
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INTERNATIONAL MONETA_..qy FUND 
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Minutes of Meeting No. 4 

Held at the Bank of Portugal 
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Dr. Mendes (Bank of Portugal) 

Fund ReJ2.!.esentatives 

Mr. Premchand 
Mr. Osu11sade 
Mr. Mitra 

Dr. Mendes' responses to questions raised by the staff team 
concerning external debt data covered the following areas: 

1. Source of Ex:t~ .. m~.J2~~;t~:!:~. External borrowing by the 
traditional public sector is handled by the Treasury in the case of 
cash loans, and by the Junta do Credito Publico in the case of sales 
of government securities abroad. For all other foreign borr~wiugs 
with an original maturity of one year or over (including those by 
the public enterprises), authorization "bulletins" are required 
from the Capital Department of the Bank of Portugal. Infor~ation 
derived from these bulletins, including the draw-down and 
amortization schedules of foreign loans were stored in the computer, 
and constituted an important source of data on Portugal's external 
indebtedness. For foreign borrowing by the public enterprises, 
bulletin-derived data were believed to be comprehensive, except for 
some isolated cases of suppliers' credit. It was not quite clear by 
what criteria authorization bulletins were issued; it was understood 
that they were issued more or less automatically for the public 
enterprises, though this was said not to be the case for other 
sectors. 

2. CompilS.:11:.<?.!.!-2.f.External Debt Data. Some external debt data 
have been compiled from the computer-based infor2ation on authorization 
bulletins; but, largely because they reflected original borrowing 
plans, these data were considered inaccurate in several respects--e.g. 
in counting as debt outstanding some yet undisbursed foreign loans. 
As a separate exercise, the balance of payments division of the Bank 
of Portugal has compiled external debt data based on actual capital 
movements as reported by the intermediating banks; these were said 
to be more reliable than those derived from the authorization 
bulletins. 

In connection with technical assistance provided by Mr. Aim~ 
Billoud of the Fund staff, a working group on the compilation of 
external debt data was set up in the Bank of Portugal. In a report 
submitted in early May 1979 to the Bank's Board of Directors, this 
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grl:llup recommended, inter al la, an in tegra.t ed, centralized co rap i lati on Q 
of external debt data. The report had not yet been discussed by the 
Bank's Boa:rd. 

3. Othe,L~SE,ects. Concei·ning commercial bank guarantees of 
external borrowing, it was explained that this could happen only for 
the public enterprises, and only in cases of the use of buyers' credit 
to finance essential imports--i.e., payment for imports by means of a 
bank loan raised abroad with the guarantee of the domestic bank (such 
loans were in fact being classified as foreign liabilities of the 
domestic banks, though it was planned to shift them "above the line" 
as short-term capital movements). For 1977 and 1978, it was promised 
to provide end-of-year external debt data broken down among (a) those 
with government guarantee, (b) those with commercial bank guarantees, 
and (c) those non-guaranteed. External debt flow data for 1977 and 
1978 were also requested in respect of the public enterprises, both 
for the total of such enterprises and for the 18 largest units for 
which domestic credit data had previously been provided. Dr. Mendes 
promised to report back early in the following week about the 
feasioility of these three requests. 

0 

0 
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INTERNATIONAL MONETA.TtY FUND 
Portugal--1979 Use of Fund Resources 

Minutes of Meeting No. 5 

Held at the Ministry of Finance 
on Monday, May 21, 1979, at 10:00 a.m. 

Portuguese Representative Fund R~~ntatiY~ 

Dr. Ohen Gongalves Mr. de Fontenay 
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Mr. Mitra 

The meeting was devoted to a discussion of the 1979 budget, 
budgetary controls, and possible longer-term reforms of budgetary 
procedures and systems • .Q!:..._Qongalve~ stated that the complementary 
period expenditures for 1979 would be roughly equal to those of 
1978; Treasury operations were extra-budgetary and difficult to 
project. He confirmed that the financing requirement for the 1979 
fiscal year was Esc. 51.4 billion and that, at present, an 
assumption of nil had been made for Treasury operations. 

Dr. Gongalves stated that the January and February figures for 
tax collections were available and he expected that the March figures 
would be available soon. The figures for direct taxes collection 
were particularly important as the professional (labor income) tax 
was collected essentially in the months of January, Aprili July, and 
October. Given the healthy development in this item in the first 
two months of the year, the new budget proposal contained a higher 
revenue forecast by Esc. o.3 billion, at Esc. 14.6 billion. The 
extraordinary tax on labor incomes, which included civil servants', 
was reduced from 4 per cent to 2 1/2 per cent, and the revenue fore­
cast from the extraordinary tax reduced from Esc. 16 billion to 
Esc. 13 billion. In the latest budget proposal the extraordinary 
tax on pensions has been dropped. In the first two months of the 
year collection of the tax on interest and dividends was particularly 
encouraging, and it implied a significant recovery as compared with 
the last two months of 1978, when, given the increase in interest 
rates, the volume of these taxes did not show a commensurate increase. 
Forecast receipts were raised from Esc. 6.4 billion to Esc. 6 0 75 
billion. The collection of the complementary tax in the first month 
of the year, which really reflected arrears in tax collection, was 
agaia encouraging, but as the earlier revenue forecast had been 
considered to have been ou the high side, it was left unchanged. 
As the industrial tax was primarily collected in July and October 
and the real estate taxes only in October, with the bulk of the real 
estate tax revenues gain~ to the local authorities, developments in 
these and in other direct taxas in the months of January and February 
were not considered to be of significance. Taxes on imports were 
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chiefly four in number: import duties, the import surcharge, tax 
on cars, and the gasoline tax. In the first quarter the import Q 
duties were not very buoyant, perhaps even pointing to a stagnation 
in revenues from this item for the year, but the previous proposal 
of receipts of Esc. 6.5 billion or a 20 per cent increase was left 
untouched. Also, in the first quarter the import surcharge amounted 
to Esc. 1.5 billion, but this was largely artificial as early in 
1978 there had been problems in collection. The new forecast of 
Esc. 3.5 billion (reduced from Esc. 4.3 billion from the last 
proposal) was considered to be quite feasible. The forecast of the 
yield from gasoline taxes was left unchanged, although developments 
in the first quarter should have led to a reduction in the budget 
estimate. However, an improvement in the collection of this tax 
was anticipated. The revenues from the automobile tax was increased 
in the latest proposal in the wake of collections of Esc. 1.6 billion 
in the first quarter of this year to Esc. 5.7 billion. No change has 
been forecast for the yield from stamp duties. The yield from sales 
taxes had been revised from Esc. 43.2 billion to Esc. 41.2 billionP 
partly owing to the fact that the extension of this tax to services 
has been delayed until July (rather than April) with proceeds only 
from August. The element of the sales tax attributable to services 
is now expected to yield only Esc. o.a billion. The inorease in the 
rate of sales tax from 13 to 15 per cent would occur not in March 
as earlier expected, but in June, and this explained part of the 
reduction in the forecast. The collections in the first 2 months of 
1979 came to Esc. 5.942 billion (Esc. 4 0 703 billion in 1978). 
Dr. Gongalves considered the new yield forecast to be rather Q 
optimistic and much would depend on the effectiveness of tax 
collection. The tax on tobacco was still expected to yield 
Esc. 8

0
75 billion, but in June the rate of tax may be raised to 

50 per cent, which was a higher rate than had been proposed initially 
and which would also come into effect two months earlier than the 
initial proposal. Dr. Gongalves considered that the main sources of 
revenue difficu1ties for the budget were those expected from import 
duties as well as sales taxes. The reduction in the yield forecast 
for the latter was probably an underestimate. The import duty 
collection tended to be irregular and often stagnant. 

On the expenditure side, there were a few differences between 
the two budget proposals. Current expenditures were marginally below 
the earlier figure with higher expenditures on subsidies and transfer 
payments but lower expenditure·s on goods and services and interest. 
There was Esc O 9 billion more on transfers, mainly owing to an 
increase in the ~ppropriation for medical services for civil servants. 
The budget figures reflected a rate of implementation of 96 per cent 
for goods and services as well as for transfers. Local authorities' 
transfers were expected to be implemented fully. The 96 per cent 
implementation figure for other expenditures was not anticipated to 
be difficult to attain. But if full implementation were to take 
place, the current deficit would rise by Esc. 6 billion to 
Esc. 10. 9 billion. 

0 
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The rate of implementation on capital expenditures was assumed 
to be 87 per cent, which was less than the initial assumption of 
95 per cent and, indeed, less that the actual implementation ratio 
of 92 per cent for 1978. Dr. Gongalves stated that the government 
would take action to prevent full spending. The capital expenditure 
figure for local authorities, Esc. 8.2 billion (a high figure) was 
left unchanged. The lower rate of implementation saved Esc 5 5 
billion in the capital budget and thus Esc 11 5 billion in.th~ . . 
overall budgetary deficit. Expenditures on investment transfers 
to autonoaous services were to be subject to the strict implementation 
ratio. Non-local authorities spending was expected to be 
Esc. 32 billion, of which Esc. 16 billion was in housing and public 
works. The achievement of budgetary targets would require further 
positive action by the government. 

Turning to the implementation of the budget, Dr. Gongalves 
stated that departments could use l/12th of the budget ap~ropriation 
figure (i.e., excluding the rate of implementation), but there were 
exceptions that are provided for under the decree law. In principle 
a decree law could be issued that would restrict departments to 
l/12th of the .expenditures adjusted for implementation ratios. For 
capital expenditures there were monthly allocations, but this was 
hardly a control mechanism as the bulk of expenditures were made in 
the months November to January. There were no monthly allocations 
on commitments. Commitments were simply based on the global budget 
figures and additional action was necessary if these were to be 
subject to contra 1. 

Mr de_.1[2.!!.~l'.: inquired what possible further measures could 
be taken to improve control over expenditures and the government 
deficit. Dr. Gongalves stated that the monthly allocations could be 
based on the implementation ratios. For capital expenditures there 
would be difficulties in revising the present budgeted programs even 
though, as the budget had been delayed, this would be a desirable 
course of action, as such revisions would take too long, The simplest 
way would be to leave the investment programs unchanged and to 
implement strict control. It was true that the spending intentions 
of autonomous services had been probably revised downwards as the 
budget had been delayed by three months, but the budget did not 
significantly reflect this development. Many services were not 
expected to fully use their appropriations. The Ministry of Finance 
could only control expenditures made during the fiscal year, but 
not commitments, particularly as certain commitments gave rise to 
spending only in the following fiscal year. The commitments were 
subject to registration in the central Planning Commission and the 
Ministry of Finance was informed only at the spending stage. The 
figures for expenditure this year indicated spending by the services 
up to the budget's ceiling that had been provided to them far certain 
items. If budgetary expenditures tended to exceed the implementation 
ratios, the Ministry of Finance could free past savings that had 
been made from the 1/12 appropriation figure by ministries through 
the use of a budget decrse. 



- 4 - Meeting No. 5 

The discussion turned to various areas of problem in keeping 
to budgetary estimates. Transfers to the health services was one of Q 
these. But Dr. Gongalves expected that the problems of 1978 would 
not recur in 1979 as adequate provisions for the health services had 
been made. The Supply Fund and expenditures on subsidies could be 
problematic especially as the transfer to the Supply Fund has fallen 
to Esc. 3.4 billion in 1979 as compared to Esc. 5.6 billion in 1978, 
and the increase in gasoline prices has been considerably delayed. 
The rate of subsidization of essential foodstuffs remains such as 
to be a potential source of concern to the Supply Fund budget. 

'There had been no change in the gasoline price since October 1978. 
The new budget proposal provided for Esc. 7.3 billion in subsidies 
for the public enterprises which represented a large decline compared 
to Esc. 11 billion in 1978. Most of the transfers are expected to go 
to the railways--nearly Esc. 5 billion. The budget included an 
increase in the equity of enterprises with Esc. 11.s billion being 
the overall amount to be distributed, a large part of which would 
go to the transport sector. The Esc. 7

0
3 billion figure for 

subsidies for the public enterprises was another major area where 
the budget was probably too optimistic. 

The government had not acted as yet to raise the prices of 
various services largely for political reasons, and it was not known 
when these prices would be revised upwards. 

Transfers to the local authorities, according to one part of 
the new local authorities' financing law, would have been 
Esc. 26.7 billion, but responsibility for some Esc. 18.4 billion 
of expenditure by the central government (mainly on education) was 
notionally being transferred to the local authorities, so that only 
Esc. 8

0
3 billion was to be transferred. In total, in the present 

fiscal year there was to be a transfer of Esc. 4 0 2 billion to the 
local authorities, over and above what had been foreseen in the 
original budget proposal. Net tax revenues accruing to the local 
authorities would decline by Esc. 1. 6 billion. 0.f the net gain 
to the local authorities, only Esc. 0.6 billion would be spent and 
the current savings of the local authorities were expected to rise 
by Esc. 2 billion. On the capital side new transfers totalled 
Esc. 13

0
0 billion (the initial proposal was Esc. 9.7 billion) but 

this increase in transfers corresponded to an increase in their 
overall savings. The additional cost to the state budget of the 
implementation of the new local authority financing law was 
Esc. 7.5 billion, but not all of this was to be spent; the net 
increase in expenditures was estimated to be Esc. 2.2 billion. 

The discussion turned to longer-term reforms of budgetary 
procedures with particular attention to the auton-:Jmous services and 
autonomous funds. Dr. Gongalves stated that there were a large 
number of autonomous services, but the major ones were undoubtedly 
the health services which constituted a large and complex group. 
In 1978 the government assumed responsibility for the health 
services of the working population which had previously been a 

0 
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responsibility of social security, and this was 2anaged by a 
coordinating committee and was therefore not really an autonomous 
service as yet. Various autonomous services such as the ports 
and airports functioned well without intervention of the Ministry 
of Finance. All autonomou3 services submitted their accounts to 
the Court of Audit in detail. The Contas de Ordem included fewer 
than 30 autonoaous services. For most autonomous services, 
transfers from the state budget were the main source of revenues 
with sales of their goods and services being an additional source 
of revenue. The former could be made subject to monthly allocations, 
but a major problem remained the coordination of state budgets and 
those of autonomous services, in order to get a consolidated budget 
upon which monthly controls could be based. 

The autonomous funds numbered 20 - 30, and most of them could 
in practice be included in the Contas de Ordem. These funds 
relied exclusively upon transfers from the budget, with the 
exception of four, the Supply Fund, the Employment Fund, the 
Land Transport Fund, and the Tourism Fund. Except for the Manpower 
Development Fund, their budgets were approved by the Ministry of 
Finance, but controls over their expenditures were entirely ex­
post. A working group is being set up to examine the coordination 
of the budgets of the services of the funds. Dr. Gongalves 
considered that the 96 per cent implementation assumption for 
transfers to the autonomous funds may be difficult to obtain without 
furtner action on the part of the Ministry of Finance. The Treasury 
could also take administrative action to keep payments to the public 
enterprises within policy limits. Dr. Gon~alves added that the 
general intention was to include gradually more and more services 
into the Contas de Ordem so that better control could be exercised, 
but in this regard a problem existed with regard to the health 
services and hospitals which were not subject to public accounting 
and enjoyed a great degree of autonomy. 
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INTERNATIONAL MONETARY FUND 
Portugal--1979 Use of Fund Resources 

Minutes of Meeting No. 6 

Held at the Office of the Director General of Public Accounting 
on Tuesday, May 22, 1979, at 10:30 

Portuguese R~r-~~entative 

Mr. J.M. Lourenco Gomes 
Director General of 
Public Accounting 

Fund Representatives 

Mr. 
Mr. 
Mr. 
Mr 
Mr: 

de Fontenay 
Premchand 
Osunsade 
Stuart 
Mitra 

The discussions with the Director General covered a wide range 
of the procedural aspects of release of funds, extent of control 
exercised by the Public Accounting Office, relationships with 
autonomous ~gencies and funds, role of delegations attached to the 
spending ministries, and related aspects. 

Release of Funds, The Director General indicated that funds to 
the spending departments were released at the rate of one-twelfth 
of the actuals for 1978, for each month of the current fiscal year. 
In some cases, depending on the nature of the transactions, amounts 
approximating one-twelfth of the budget for 1979 were also released. 
However, to ensure that the overall. levels of spending were well 
within the limits indicated in the budget, they have restricted 
releases on the capital side, only to the ongoing projects. Further, 
the authorities were also envisaging to exercise more rigorous 
controls on the budget provision for "miscellaneous expenditure 0 

and it was their expectation that there would be marginal reductions 
in the eventual expenditure under this head. On enquiry from the 
staff, he clarified that the amount provided under this head consti­
tuted about 3 per cent of the current expenditure of the state budget. 

As for the autonomous agencies and funds, releases were made at 
the rate of 1/12 of the actuals of 1978 and no restraint was exercised 
at this stage on these releases. It was his view, however, that the 
only item that would lend itself for the exercise of control, was 
the provision under the head 0 transfers 0 but added that no view has 
been taken on using it as an instrument of control. 

The Director General added that the monthly releases on the basis 
1/12 ratios were confined only to current expenditures. In regard 
to ca~ital expenditure, a major role was played by the Department of 
Central Planning which reviews the requests for funds from the 
spending departments and authorizations were made by the Public 
Accounting Office on the basis of the certification by the Planning 

~ Department. _, 
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Responding to questions from the staff, the Director General 
pointed out that under a law enacted in 1977, the Ministry of Finance () 
was empowered to issue budget decree that inter alia provided for a 
reduction in the expenditures of the administrative departments. 
Such adjustments could be made both for current and capital 
expenditures. The staff enquired whether in releasing funds for 
the period July to December, there would be a catch-up t:J the 
expenditure estimates of the new budget and whether the differential 
betweentthe entitlement 011 the basis of the new budget and the amounts 
released on the basis of the previous year's actuals would be released 
The Director General responded in the affirmative and indicated that • 
there would be a catch-up except in regard to the miscellaneous 
expenditure head in the current budget in regard to which a further 
tightening was expected. 

Role of delegations. The delegations of the Public Accounting 
departments are attached to the spending departments and are entrusted 
with the responsibility of verifying the transactions and the issue 
of authorizations. The delegations do not keep a record of the 
commitments. It is expected, however, that the administrative depart­
ments would watch the commitments and generally adhere to the ceilings 
indicated in the budget. In view of this adherence, there was unlikely 
to be any excess expenditure excepting for emergent expenditure 
incurred in the context of natural calamities and similar events. In 
response to a query from the staff on the nature of supplementary 
estimates during 1978 and whether they were obtained for regularizing 
already incurrad expenditures, the Director General pointed out that Q 

\ 
1978 was a somewhat unique year in that lacl-: of anticipation of 
expenditure requirements and the instability at the political level 
had in some measure contributed to the situation. 

Cash m~!!,§1:gem~!l!. The Director General stated that the actual 
process of payment and related resource management was the responsibility 
of the Treasurer. On the whole, however, it was his feeling that 
there was no cash management in terms of a systematic forecast of 
receipts and outflows. 

Status of reEort~~~. A monthly report on the authorizations 
issued by the Public Accounting Office is published by the Director 
General. However, owing to reporting lags and associated delays, 
the latest available report is for the month of February (1979) only. 
In response to an enquiry from the staff, the Director General 
indicated that these reports were not reviewed in detail within the 
Ministry of Finance to identify the leads and lags of expenditure 
f lo WS • 

Co ordinating en try (Con tas d a. ordem) .f2L-~~!2.:1:!.2.J!g_!:!.§. _ _<!g_en£i~ 
and funds The Director General stated that the new entry in the 
~get on°the net position of certain agencies and funds was 
primarily in the nature of a statistical device to bring together 
the autonomous agencies and funds. So far, harbours, land transportation 
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fund and others have been brought into the purview of this device, 
and it was their intention to gradually extend the scope of this 
to include the other major funds. He added that this device had 
proved helpful in ascertaining the surpluses available with some 
agencies and funds. 
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INTERNATIONAL MONETARY FUND 
Portugal--1979 Use of Fund Resources 

Minutes of Meeting No. 7 

Held at the Bank of Portugal 
on Tuesday, May 22, 1979, at 3:00 P.m. 

Pori~~ese ReEresentatives Fu~d Representative 

Dr. Cavaco Silva Mr. Osunsade 
Dr. Mendes 

1. Introduction. The meeting was convened as a follow-up 
on a number of questions previously discussed. Before proceeding 
to the discussions summarized below, Dr. Cavaco Silva was given a 
copy of the staff mission's outline of the proposed stand-by 
arrangements for onward transmission to the Governor of the Bank 
of Portugal. 

2. Meeting Sch~d~~. Dr. Cavaco Silva confirmed the 
mission's scheduled meeting with the Secretary of State for Public 
Administration in the afternoon of the same day, and another with 
the Secretary of State for the budget at 11 o'clock the following 
morning. He was unable to specify the timing of the expected meeting 
with the Secretary of the Treasury, owing to the latter's absence 
abroad; he hoped to confirm this the following day. 

3
0 

Phasing,_2!__Y..t2fit Remittances. It was reported that 
Mr. Rodrigues (Deputy Director of the Capital Transactions Department 
of the Bank of Portugal), who used to discuss this matter with the 
Fund staff, was no longer in charge; the Department's Director 
(by name of Dr. Caeiro Pereira) was now responsible for this matter. 
On the basis of his discussions with Dr. Pereira, Dr. Cavaco Silva 
promised that the requested data on exchange authorization and 
evolution of waiting time regarding profit remittances would be 
ready on Thursday, May 24, 1979, and possibly a meeting could be 
arranged on this subject for that day. 

4. External Debt The Bank of Portugal's study group that 
recently submitted-i:;;·report to the Bank's Board of Directors, 
consisted of 6 staff members (from the Bank's Capital, Computer, 
and Research Departments); the group worked on the project for 
five months. The main feature of the group's recommendation was 
the call for the establishment of an external debt data unit in 
the Research Department of the Bank, to be staffed with the various 
people currently handling external debt matters (some in other 
departments). A revised format of the authorization bulletins 
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for capital transactions was also prepared by the group, as a 
means of facilitating the collection and processing of external debt 
data. For foreign borrowing transactions by the Treasury and the 
Junta do Credito Publico (which are not subject to authorization 
bulletins), the study group also designed a format for routine 
reporting of external debt developments at the level of the 
traditional public sector. 

The Portuguese representatives expressed optimism that the 
recommendations on external debt data management would be accepted 
by the Bank's Board of Directors. They stated that there was great 
awareness of the external debt situation by the Bank's Governor and 
his Deputies. In fact, it had been intended that the new Annual 
Report of the Bank would contain a chapter on external debt develop­
ments, but this idea had to be abandoned for lack of data. As for 
timing, the Portuguese representatives stated that, if ~he establish­
ment of the new unit could be approved within the next few weeks, the 
earliest time at which it could be expected to become fully operational 
would be September this year. 

Concerning foreign borrowing by the public enterprises, they 
hoped to provide some data on the following day, for a slightly 
bigger sample than the 18 for which data had earlier been supplied to 
the Fund staff. 

0 

0 



INTERNATIONAL MONET,;...B.Y FUND 
Portugal--1979 Use of Fund Resources 

() Minutes of Meeting No. 8 

0 

Held at the 0fflce of 
the Secretary of State for Public Administration 

on Tuesday, May 22, 1979, at 5:30 p.m. 

Mr. Figueiredo Lopes 
Secretary of State for 
Public Administration 

Mr. de Fontenay 
Mr. Premchand 
Mr. Osunsade 
Mr. Stuart 
Mr. Mitra 

Mr. Figueiredo Lopes was asked about the present government's 
thinking on salary increases for civil servants in 1979, about 
recent changes in the number of civil servants, and finally about 
current projects for a refor~ of the civil service. Mr. Figueiredo 
Lopes .did his best, and then some, to answer the three questions. 

On salaries he said that the government was trying to allocate the 
E.sc. 10. 5 billion provided in the budget for salary increases, between 
a general increase and some selective increases in salaries and 
benefits, such as pensions (Esc. 1.2 billion), health and other 
benefits (Esc. 400 million), reclassification of certain jobs 
(Esc. 1 billion). The government was also trying to "rationalize" 
civil service careers, to deal with "distortions", to increase the 
differential at the top of the scale, and to widen the salary scale 
from 1/3.5 to 1/4. This would leave only about Esc. 5 billio11. 
for the general salary increase, which, if it were to be retroactive 
to January 1 as the unions wanted, would imply an increase of 14.8 
per cent. The government was hoping that the selective increases 
which would be part of the "restructuration" package could be put 
into effect as of July 1 only. At present the unions were demanding 
a 23 per cent general salary increase retroactive to January 1. The 
cost to the budget of such an increase would be Esc. 11 billion or 
0,5 billion i_g excess of the budgetary appropriation of salary 
increases. LThis is a surprJ:.singly low figure, which probably 
excludes autonomous service~/ 

Mr. Figueiredo Lopes confirmed that nobody had tne slightest 
idea what the number of civil servants was at present. He offered 
an estimate for May 1978, which was politely declined, He then 
described what had been done for the 45,327 civil servants returning 
from the former colonies (Pessoa! Adido). More than 12,000 of them 
had been fully integrated in permanent civil service jobs; 22,000 
were "floating"; 6,563 were "desvinculados••, i, e., about to be 
pensioned off or working in the private sector; finally, 3,200 were 
sitting at home waiting for a job, but still getting paid. 
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Mr. Figueiredo Lopes said that he was headiag a central committee 
fo~ the rationalization of public service personnel, the main tasks of (J 
which were to identify redundancy, si'.Ilplify public service structures 
and career streams, facilitate the redistribution of personnel through 
training and recycling, and improve mobility between the various de­
partments, which is practically nonexistent at prsisent. A central de­
partment of recruiting and training would be created as well as a 
central filing system which, hopefully, would then be able to produce 
an estimate of the number of people employed in the civil service. 

On administrative reform Mr. Figueiredo Lopes said that the main 
impetus had come from the second provisional government which had 
established a Ministry of Administrative Reform. The first step had 
been to set the goals for therefor~, such as raise the moral standards 
of the civil service, restore dignity to same, correct dist~rtion and 
injustices, and so on and so forth. The next step would be to try to 
"rationalize existing structures," whatever that means, mod13rnize 
ma11agemen t, improve the relati ::>ns bet ween the civil servau ts and the 
public, and promote innovation and modernization in the civil service 
through a magazine called 0 'rhe Public Administration Review." The 
meeting was then rudely interrupted by the President, who called to 
enquire what progress had been made on a project for a National 
Institute for Administration, which would train the top civil servants 
along the lines oi the ENA in France. Mr. Figueiredo Lopes confirmed 
that that institute could start operating in less than a year. 
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INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources 
Minutes of Meeting No 9 

Held at the Ministry of Finance 
on Wednesday, May 23, 1979, at 11:00 a.m. 

Dr. Joao Pinto Ribeiro 
(Secretary of State for 
the Budget) 

Dr. Antonio J. Carvalho 
(Under-Secretary of 
State for the Budget) 

Dr. Ohen Gongalves 
(Director of Research, 
Ministry of Finance) 

Mr. de Fontenay 
Mr. Premchand 
Mr. Osunsade 
Mr. Stuart 
Mr. Mitra 

The meeting focused on the basic theme of what steps could 

be taken to ensure that the overall deficit figure in the proposed 

budget for 1979 would not be exceeded. The ensuing discussions 

centered around the following principal issues: (i) 011 the 

coming into effect of the new budget, would spending departm,,mts 

be allowed a "catching-up" (in the form of utilizing the excess of 

their monthly appropriations under the new budget over the 1978-

based monthly allocations they had so far been given)? (ii) Wh:a.t 

procedures were in place regarding commitments of capital expendi-

ture? (iii) The prevailing policy on the hiring of personnel in 

the civil service; and (iv) What preparations, if any, ar,3 under 

way for the 1980 budget? 

Responding to questions on the above-mentioned areas, the 

Secretary of State for the Budget stated that questions dealing 

with capital expenditures and subsidies (together with trau3fers) 

should be directed to the Secretaries of State for Planning and the 

Treasury, respectively. As for current expenditures (which were 

under his jurisdiction), his intention for the current fiscal year 
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wa9 to cut spendings for goods anJ services by 50 per cent and 

by 15 per cent for other current operating items, beginning July 

Expenditure requests beyond these limits would be made 

subject to substantial justifica~ion. On the question of the 

eff~cti~~ness of the rule of one-twelfth in the context of the 

control of commitments, the Secretary of State atatad that there 

difficult cases of "fait acc0mpli'1--e.g., spendings relating to 

hospitals. On the question of whether spending depart~ents could 

be required to submit lists of all commitments already made, he felt 

that this could be done, but added that there was at present no 

mechanism for control at the commitment stage. Turning to healt~ 

expenditures, he commented that these increased sizeably during the 

past budget year, and the Esc 30 million in the 1979 budgetdid not 

appear adequate; any over-runs in this regard might, ~owev9r, te 

0ffset by like.ly underspendings in other current account headings. 

Commenting on the fact that budgeted expenditures for health 

services had generally turned out to be substantially lo,rar than 

actuals, the Secretary of State said that apprQpriations for t~ese 

items were often set deliberately on the low side, to discourage the 

relevant departments from excessive spending. 

Concerning personnel policy, the Secratary of State said 

that recruitment into the civil service was subject to his appro"al. 

The trend in this regard was said to portray a decline in new 

recruitments in relation to applications, as evidenced by the 

following data: 

n 

0 

0 
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Number of 
Nuober_of A£E.Jicants Recru~-~RElicants 

197S (Full Year) 

1979: January 

February 

March 

4, ·196 

415 

373 

814 

2,560 (56.9 

211 (50.8 

173 (46.4 

309 (38,0 

Most of the new recruits were from overseas; and the pasta rglatad 

mainly to social services (nurses and doctors) outside the major 

cities. By the end of 1978, civil service personnel totalled 

302,604, the security forces 23,000, and the miliary 65,ooo. Priority 

in hiring was given to technicians and employment outside the cities. 

Plans were on hand to freeze employment in the civil service, but 

it was difficult to put such intentions into practice. The question 

was answered in the affirmative as to whether personnel requests by 

depart:nen ts were ~ inflated with a view t·? mak.ing such departm.en ts 

still comfortable personnel-wise despite a cut in their requests. 

It was added that under the existing procedure, some autonomous 

services (e.g., universities) could recruit personnel without prior 

authorization by the Secretary of State. 

Turning to the various stages in the budget formulation 

exercise, the Secretary of State explained that usually the exercise 

must start in June of each year, with sach service requir9d to 

submit its request by the end of that month The budget document 
p .... ese..i.d;;eA 

itself must be 'p::r.;G'f)~ to Parliament by October 15. In reply to 

a question, the Secretary 8£ Stuta agreed with the point that 

under this budget preparation procedure, expenditure estimates 

submitted in mid-year might be out of date by year-end when the 

budget is due for approval by Parliament. 

%) 

%) 

%) 
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INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources 

Minutes of Meeting No. 10 

Held at the Bank of Portugal 
on Wednesday, May 23, at 3:00 P.m. 

Portuguese R~E.!.~~~~tative 

Dr. Mendes Mr. Osunsads=i 
(Bank of Portugal) 

The purpose of the meeting was to f0llow up soma ou~·-

standing questions on external debt. Dr. Mendes began by making 

available to the staff mission a copy~ the report containing the 

recommendations of the working group set up in the Bank of 

Portugal with a view to improving the machinery for the 

collection of external debt data. 

On the external debt of the state enterprises, Dr. Mendes 

produced data showing that the net use of foreign loan3 by a 

select3d list of 26 public enterprises in 1978 amounted to the 

equivalent of US$ 223.7 million. This amount, however, excluded 

foreign borrowing during the year by a number of public enter­

prises, of which the following accounted for US$ 100.3 million 

(in US$ ffiillions): 

1. Banco de Fomento 51. 0 

2. SFP 13.3 

3. SEC[L (Cement company): 9.0 

4. IAPO 27 Q 

Total 100.3 

To obtain stock and flow data on the external indebtedness of all 

the public enterprises would, according to Dr. Mendes, require 

about 3 - 4 weeks of work, using the information stored in the 
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coinpu t,3r. Part of the problem was that the Bank of Portugal 

depended on a computer time-sharing arrangement witn the Cai~a 

Geral; but the Bank was planning to have its in-house computer 

services soon. 

0 
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Present: 

INTERNATIONAL MONETARY FUND 

Portugal--1979 Use of Fund Resources 

Minutes of Meeting No. 11 
Held at the Ministry of Finance on 

Wednesday, May 23, 1979 at 4.00 p.m. 

Portuguese representatives Fund representatives 

Dr. Almeida, Secretary of State 
for the Treasury 

Dr. Cavaco Silva, Bank of Portugal 
Dr. de Melo, Director of the Treasury 
Dr. Jose Silva Rodrigues 
Dr. Castro Guerra 
Dr. Adriano de Carvallo 

Mr. 
Mr. 
Mr. 
Mr. 
Mr. 

de Fontenay 
Premchand 
Osunsade 
Stuart 
Mitra 

At this meeting, two general topics--the financial situation and,in­
vestment plans of the public enterprises, and the possibility of imple­
menting a cash management system for the central administration--were dis­
cussed. 

I. Public Enterprises 

Mr. de Fontenay opened the meeting by recalling that in February, the 
system of Planning for the Public Enterprises (SPEPP) had just gone into 
effect and the hope then was that by late March more data would be available 
on the financial situation, investment plans, and overall ~redit needs of 
the public enterprises sector. It was also expected that these data would 
be useful in determining new prices for the services and products offered 
by the enterprises. The Secretary of State for the Treasury, Dr. Almeida, 
replied that all the reports related to SPEPP had been received and these 
were being reviewed at the sectoral and enterprise level. Some historical 
figures were now available related to 1978 for 26 of the largest public 
enterprises. The data on bank credit to these firms as provided by the 
firms themselves had been compared with data from the hanks, and there were 
only relatively minor discrepancies. Banking data showed that bank credit 
increased by 40 per cent, from Esc 83.2 billion at end-1977 to Esc 117 .4 bil­
lion at end-1978, Indebtedness to foreign banks and suppliers reached 
Esc 96.58 billion at end-1978. All foreign credits were now being carefully 
monitored, irrespective of maturity. It was estimated that these credit 
figures, domestic and foreign, represented over 90 per cent of credit to the 
public enterprises· sector. 

The financial needs of the 26 enterprises, as indicated in requests for 
1979, totaled Esc 104 billion, of which Esc 17 billion was for working capi­
tal, Esc 60 billion for projects already underway or approved, and 
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Esc 24.5 billion for new projects (Table 1). These requests included that 
some Esc 45 billion would come from the budget through either subsidies or 
equity, and Esc 55 billion from borrowing domestically and abroad. This 
was the only global indication of financing needs in 1979. Dr. Almeida 
indicated further that a figure of this magnitude (Esc 104 billion) was 
clearly unrealistic. For example, the state budget included only Esc 18 bil­
lion in financing to the public enterprises (Esc 7 billion for subsidies and 
Esc 11 billion for equity) compared with Esc 45 billion requested. The total 
figure was not based on a detailed list of projects. A detailed list of pro­
jects had been submitted by the transportation sector but no list had yet 
been received from the Ministry of Industry. In deciding on the total of 
projects that would go ahead in 1979, Dr. Almeida indicated that the Govern­
ment would take into account the amount of financing to come from abroad 
given the balance of payments outlook, the foreign borrowing to be under­
taken by the Government and financing to be made available through the 
domestic banking system. It was the Government's firm intention not to 
increase the amount shown in the budget for equity transfers, although it 
would be necessary to raise subsidies. During the meeting, the Secretary 
of State for the Treasury contacted the Minister of Industry, who indicated 
that some Esc 38-40 billion would be required for projects in the industrial 
sector which were approved in 1978. Decisions on which projects would be 
given priority would be made project by project, as no plan existed as of 
yet. Allowance would have to be made for projects approved or committments 
given in the past, such as for the national bus company (RN) and the Lisbon 
bus company (CARRIS). Investment in railways and the Lisbon Metro were also 
being promoted, as these investments provided employment in the metalworking 
sector. An airport at Madeira and an investment by the electricity company 
(EDP) had been approved. Also, four big ships for the merchant marine might 
go forward. The steel project had been approved in principle, and would 
start once a market for the production was assured. 

On the question of subsidies to public enterprises, Dr. Almeida pre­
sented a series of tables showing the subsidies provided by sectors and firms 
for recent years (Attachment 7). Data on increases in prices and charges of 
public enterprises and utilities were also presented (Attachment 2). Looking 
at the prospects for price increases in 1979, Dr. Almeida recalled that in 
February, price increases had been expected to come in late March. It had 
now been decided to raise prices only after the budget had been approved, 
perhaps within two weeks. Mr. de Fontenay noted that in April, price 
increases in the range of 18-20 per cent were thought to be imminent but 
these had been postponed. He suggested that even price increases of this 
magnitude would not cover increased costs since the previous price increase, 
and could only worsen the financial situation of the public enterprises. 

Dr. Almeida doubted whether, given the present political situation, the 
Government was likely to raise prices by more than 20 per cent. He admitted 
that given increases of 20 per cent, the figure for subsidies in the present 
budget, Esc 7.3 billion, was unrealistic. The total would be closer to 
Esc9.0billion and even that would require strict control. Without such 
control, the final total might be Esc 14-15 billion. 

II. Cash Management for the Central Administration 

Mr. de Fontenay asked if it were now feasible to administer the state 
bu<1get in such a way that the Government could predict three to six months 
into the future the cash needs of the state. Prior to the arrival of the 

0 

0 

0 
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Director of the Treasury, the Secretary of State for the Treasury offered 
his personal opinion. He indicated that such a system had been written 
into the program of every recent Government, but cash management continued 
on a day-to-day basis. There was a very good system of day-by-day controls, 
including a very traditional system of paying bills. However, a system for 
projecting needs three months into the future would require a completely 
new computerized system, with a new department operating with models for 
projecting expenditures. 

The Director of the Treasury, on the other hand, thought that a system 
of quarterly cash management presented much less of a problem. Expenditures 
related to the budget were not difficult to project, and while revenues pre­
sented more of a problem, these were not impossible to forecast. The real 
problem was related to "other Treasury operations," extrabudgetary operations 
which tended to cancel each other out over the course of the year but could 
result in substantial credits or debits over a three-month period. 

Attachments 
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ELEMENTOS aATTSTICOS 

Emeresas Pub l icas · 

. :,- \ 

. 
E p R E s A s 

1976 

-
. ' 

. I - DA TUTELA DO MIT . 
II - DA TUTELA DO MTC . ' 3.500.000 

III - DA TUTELA DO MAP· ' . -~-·-

IV - DA TUTELA DO MCT 

V - DA TUTELA DO MCS 

VI - DA TUTELA DO MHOP 46.0.000 

.. 
SUBSIDIOS N/!<CEMBOLSAVEIS(OGE) 

1977 1978 

l.249 .005 l.364.000 

6.146.100 8.216.325 

480~875 747 .175 

l. 300. 92.000 

162.000 
. 

520.300 

, 

' 

o· 
(em cantos) 

TOTAL 

2 .613 .005 

17.862.425 

1.228.050 
.. 

93.300 

682.300 

460.000 

' .. . ... . . ' 
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ELEMENTOS ESTAT1STICOS 

Ernpresas P~blicas 
(em contos) 

I .~ 

. SUBSIDIOS N/REEMBOl.SAVEIS (OGE) 

E p R E s A s 
' 

1976 1977 1978 TOTAL 

I- DA TUTELA DO MIT . 
' 

CNP - Companhia Nacional de Petroquimica,£.P. : 

•. 

EEM - Empresa de Electri ci d{lde na Madei ~a ,E. P: 

EDP - Electricidade de Portugal,E.P. . 600.000 6()0. 000 
.. 

- 8npresa eublica de Parques EPPI Industriai s ,E. P 157.000 15.000 172 .000 
·' 

ENU Empresa N~cional de Uranio· 17.005 17.005 

.ENVC - Estaleiros Navaii de Viana do Castelo,E.P. ~5.000 75.000 

FEIS - Fabrica Escola Irmaos Stephens,£.P. . 60.000 60.000 
er . 

PETROFIBRAS - Petroquimica e Fibras Sinteticas, 
. 

l 

E. p. . . 
. PETROGJ\L - Petroleos de Portugal.E.P. . · 120.000 120.000 

; 

QUIMIGAL - Quimic~ de Portugal ,E.P. 

SETENAVE - Estaleiros Navais de Setubal,E.P. 300.000 l.214.000 1. 514 .000 

·s10ERUGIA NACIONAL,E.P. 35.000 . ·:·-~35 .000 . . 
SMS - Sociedade Mineira de Santiago 20.000 20.000 () 

V , 
"" . . . 
( 

e,J 
T 0 T A L 

;· -·--1.,, l. 249. 005 l.364.000 (e.6n.oos (", 

..____ _____ Q_ ·n· ) J_ 

") 

..... 



ELEMENTOS \)TATISTICOS 

E P R E S A S· 

II~ DA TUTELA DO MTC 

ANA - Aeroportos e Navega9io Airea,E.P. 

CP - Caminhos de Ferro Portugueses,E.P. 

. Companhia Carri~ de Ferro de Lisboa 

DRAGAPOR - Dragagens.de Portugal,E.P. 

METRO - Metropolitano de Lisboa,E.P: 

: 

NAVIS - Navega9ao de Portugal,E.P. (CTM/CNN) 

RN - Rodoviaria Nacional,E.P. 

STCP - Servi~os de Transportes Colectivos do. 
Porto 

TAP - Transportes Aereos Portugueses ,E.P. 

TRANTEJO ,E. P. 

Empresas P~blicas 

1976 

2.700.000 

800.000 

.,. 

SUBSIDIOS N/REEMBOLS~VEIS(OGE) 

1977 

2. 918.100 

345.000 

294.000 

1.025.000 

760.000. 

250.000 

500.000 

54.000 

" 

1978 

4.663.325· 

550.000 

242.000 

1.200.000 

950.000· 

300.000 

241.000 

10:000 

(). 

(em cantos) 

. TOTAL 

· 10.28L425 

895.000 

.. 

.536.000 

2.225.000 

1.710.000 ~ 

'.550 .000 

l. 541.000 

.124.000 

... 
' . ~ 

~· 
(1 

[ J' 
c/. 

~----------------------l--------i----------+--------1--------1 () 

T O T A L 3,5QQ,QOQ 6: 146, 1')~ 8.216.325 17.862.425 -· -
" _______ ,, __ , ______ ,, ____________________________ ., ____ _._ ___ ....... ________ .,_ ________ .,, ___ _ 



I II 

I 

ELE~ENTOS ESTATTSTICOS 

Empresas P~blicas 

I 

E p R E s A s 
1976 

- DA TUTELA DO MAP 

CPP - Companhia Portuguesa·de Pesca,SARL 

Companhia das Lezfrias.E.P,: 

Complexo Agro-Industrial do Cachao 

OOCAPESCA - Sociedade Concessionaria da Doca-
pesca ,SARL 

PESCRUL - Sociedade de Pesca de Crustaceos, 
SARL 

SNAB - Sociedade Nacional de Armadores de Ba-
calhau.SARL 

SNAPA - Sociedade Nacional dos Armada res da 
Pesca de Arrasto.SARL 

. 

. 

T 0 
·--·-·,.--.... _._Q. ----·--· 

T A L (') 

(em contos} 
~ 

SUBSIDIOS N/REEMBOI.S~VEIS(OGE) 

1977 1978 TOTAL 

' 

150.875 108.175 259.050 

7.000 7.000 

80.000 99.000 179.000 . .. 

75.000 107 .000 182.000 

t)( 
12.000 4.000 16.000 

I 

108 .000 107.000 215,.000 
• 

. . 
55.000 315.000 370.000 

. . ........ : . ~ . . 

C r 
C: 
d 
l-_.. 

480.875 
I 

747 .175 (l:>228.050 
.___.... ·-



0 ---~.-· - u------ .,. 

Empresas_Jub l i cas 
(em cantos) 

-
- .. ) SUBSIDIOS N/REEMBOI.SAVEIS(OGE) 

E P. R E s A s 
1976 1977 1978 TOTAL 

IV - DA TUTELA DO MCT .. 

ENATUR - Empresa Nacional de Turismo.£.P. 1.300 l'. 300 
, 

FRIANTARTICUS - Frigorificos de Cascais,E.P •. 1.000 1.000 
. . . 

GELMAR - Empresa Dis tri bui dora de Productos 
Ali men tares •• 41.000 41.000 

.. 
SAPP - Servic;;:o_de Abastecimento de Pei_xe ao 

Pais ,E.P. 
. .. 50.000 _· . 50.000 

• 
' ; 
' 

' 
.. 

·, ; .. 

. , 
J 

, . 

C !· . 
(. 

T 0 T A L 
. 

l. 300 92.000 93.300 
C 

~ 



i-L.l...1 If-I\ i ~I•.# .,_ ,..,. 1 t •, ., ~. • • •.J ..,._. -,,.--·------------·-
Emoresas Piiblicas 

(em contos) 
---------------------------------------·-----------------. 

E P R E S A S 

V - DA TUTELA DO MCS 

ANOP - Agencia Noticiosa Portuguesa,E.P. 

Correio do Minho 
. ~ : : 

[;P.N.C. -Empresa Piiblica dos Jornais Notf~ias 
e Capital ,LP. 

E.P.S.P. - Empresa Piiblica dos Jornais ~eculo 
e Popu 1 a r , E. P. 

Jornal Cornercio 

Radiotelevisao Portuguesa,E.P. 

ROP - Radiodifusao Portuguesa,E.P. 

Subsfdio do papel de jornaf (Vide relai;ao ane­
xa) 

Diversas empresas estatizadas 

T O T A L 

SUBSIDIOS N/REEMBOI.SAVEIS(OGE) 

1976 1977 1978 TOTAL 

32.000 76.000 108.000 

500 -4. 500 5.000 

15.000 42.000 57.000 

56.000 . 90 .000 146.000 

8.212 2.800. l l.012 

45 .000. · 70.000 115.000 
. . 110.000 · 110.000 

125.000 125.000 

5.288 ; . 5. 288 

u 
162.000 520.300 682.300 

\,-. } ___ ..__ _______ .1.--______ ...1.-r""\.------~ 

'-..../ u, -



, 
/ , 

.. /~-

·.· ~--~ 
/. 
l ! I } 
I I 

I { 

". 
SECR.ET.A~!A DE E.STADO D,\ cm.:u:-.:rc.\<;:/,0 SOCI,\~ 

OIRtCCW-Gt::':..•.r. DA t..:FOR:-OIAC.X..O 
c.1.a.1:-a:rr c::o c:s.zcro~-c .. ~r. . .· .. -. 

'. !Viuv:i. C Hc:-<lci::-os rfo Jose Ba:-5:o (Jornal do A!<".?;:,.rve) 
j ;..:..:..: __ ,...:.._;__ _____________ ..::::======::c=::::=:. -· . 

... ,. ~ 

. - . 

'Excm?larcs 187. SSO - Scdc· - Rua. do B:-a.sil. ·!3 

• .I Vila Real de Santo Antonio 
. . 

•• 1 . ': 
~ . . " -~ .,; . . . . ;,, 

Empres::i. c!o "Jo::-n.:.1 de Not.i"dasn, SAR.I., (Jornal de 'N'o~i"das) 

E:~emplarcf "23. 880.129 - Se-:le - Rua Gon:;:alo Cristovao, 195 

~-Z19 - Porto •• • # ••• • "': 

. ...... . . .. ·. - . . 
. ·.·• ... 

i . . . 
~ .•· ·. .. .. 

. ··:.(:.·. 

. :\{:: .. 
:::a;-los.Ma.::-ia .. P~to Ped.::-'?s<:,.He:::-deiros,.- Ld~. (No:i'das d'.c E:vora) . 

.:\· .d • ~ • 

8):cm?larcs ·49_~. 115 - Sede - P.ua do R·aimundo, 43 ·£vor~ 

0 
irnprcli-tro - !tr.?rcnsa e Li•r:-os, SAR.L, {O ?ai"s) 

.. :. : . . ,:- E:xl!r.,plar."!S 890. O!S - Sede - R.ua. D. Pedro V, 7 - 12 • 

· '156. 8425 00 

... 
• .. 

.. 
19.918.463.$00 

:. .. ..... 
!• .. 

• ..... 
. ... 

410. 546SOO 

• 7~Z.109$00 
. . . . · . ·'._t}~ :·: :::. Lisboa. • . • • .. .• . . . ·:· 

:\.'.:~ .. ; ;. >Ojo:-nal - Sociedar.:!e Jo:~a!i"s:i;:a. :Sdi~c:-::?..l, SARL, (Ex=rcsso) l 962. 671 S QC 

· ?~·:.: ,· _ _':11-:xe:n;:!ares !. 3:-2. 9Z3 - Sedc - Rua D1.:qc.o:: de Pal:nela, 37-22.Dt2. (1) 
... "1 . .. ..._. .· .. · . . -.:.:.. ·\jL1s"lloa-Z. . . :· • • . • • • 

. • !~ ~1 ~ . . . . . . . . . . .· . - . . ' . '; : . . : . . 
(>} /\;~o,•b;,.::. · Sod«!~C; d: Pe~~a~o:~, ii.~?-~. (Jo~n,; ~ovoJ .. ·3. 485. 947~ 00 

I •• 

•· . bxcmplares 4. 179. ::31, - _Sece - Rua de Sta. C.ita.ri."la, Z (1) 
:·. _..is boa. __.. .. 

. . ... . .. 
.• 

2. 2 :.3. 1 ! 0 .$ 0 0 

5. 566. 6-'H S 00 

. . 

·. 

. . . . ,. 

·.··. · ... . . : ~· .. . 

·, 
'•. ' . 

.. ........ 

. ...... ·-



. ,. .. ,. 
. ··.: .~ .. . ·~ ... ; . 
.. :r:· .,_ 

• 4 ~ . 

. . ·-~ .... 

., ... 

·r· ...... ~ .. 
" ··-··----- ... _ . ..: ~ -- . --- .. ...: ... }.. .. _ 

. . . '\. . .......::. . \ . . . . . 

·. ~x.'-~ \.1.._,::::. -z:/~ r:;, n ~ \ 
\ 

.... · .. . :· 3• 
~E.~11ETARI:\ DE EST,\00. DA CG;.tU~IC.\t;,\O SOC!,\L • . • . ·. ·O 

• : # 
OIRECC.~o-ccr..\L DA J;-{FOKM.\C}.O • -

d :, 
. ! 
Ii 
; r S .. .Pedro e S.x.ntfo.r;o de Tones Vcd.ro.s (B<1.daL1d~s) 
11 

• 11 Excmpla:cs 265. 200 H . e: Torrc,a; Vcdras 
j ! p :- • 

_E: E:npl'esa - ·0 Pl'lmeiro de Janeiro, SARL, (OPrimeiro d ~ Janei;~) 
• i i 

· · · • T ranspor.te 
F.i'brica de I~':"cj;i P.1ro(1uial da Frefl'u~sia de . ~ _. 

··-··· :-:· " 

· 3_4. 945. SJ O $ 00 
.. .. •. 

S cd e - 'Pra1;ra 25 de-Abril, 6 2ZL 25 l.S 00 
.. . . . ... .., . .... .. 

. .. 

.,a..· Exemnla.res 9. 353. 270 - S~d·c ".' R. de Santa. Catarina, 326 · 
i \ Porto· . · • !' •• 

: . . .. .. .. . . 
7.801.610$00 

.-: .. ,,.. 
.v 
1t 

· .. E 
. 1 ~ 

. . ' . . - ... . ... .~ : . .. ... . . .. . 
•· ... ·<' . ·... . .• ·'· .•. ::/ .• ~ :~.: :. -:~:?·:::-- ... ~ ... ". :~·- i.. 

Diocese de Coimbra. (Co:-reio d,;: Coirnbra} • -· · · .; : . 

. ' .· . .. -.. ~. ~: . 

E:~np!~res 18~.soo 
Coimbr.:t. · 

_Ex:emplare?_ 2~. 312 
Beja 

. .. 

. - Sede - Bai:ro de S •. J'ose, 2 . . 

. ·: ~ ... ...... 
.. . . . ,,. , .. 

. . . 

... ... . · . ....:.. . ... -~~· ". 
.,..'I. :• ... 

I ~:"'.,"': ~ ).{. c 

. , . . . . 
d •• 

; ... ~ 

. . 

153. 939.S 00 
. : . ... 

-: ,~ 

. 
2. 404: 827 S 00 

; . . 
.... ~ : .. -(· -~ -~- ):~- --.\ !: .. : ; _;. ~-.. ·\ ·.: 

... •: ·- . · . ·O 
. . .. . . ' . 

- Scde 
: 

. • 

.. 
•I• 

. ··. 

. .. 

-· . ' . _ .... .. . . 
• .. .. -. . . .. 

. ' . · ....... 

... . .. 
.. ~ · .• ··."' j : : .... ,. ... 

• •• •••• • .• J' :. .• 
"' . .. . . ' 

,:- . . . • .. :. i .. . . 
·..:.. ... · .. · .· 

•: . ., 

... . . . 

.~ ... 
. 20;·,193$ 00 .. 

-.. . ~ 

9.109.106$00 

. .. 

0 
•,: 



' ..• ,I • 

./ 
/ 

./ 

0 

. ' , 
. . 

. . : . . / .... -·--.--,:,~'.-

.. 
':' " ; .. . 

/ 

.. 1·,.· 

SECR.CT,U~.I:\ DE ES7ACO DA co~.ru:,.;rc.\C.l.O SOCI,\f.. ••. . . 
.. orn.rci; . .:.o,G~R.1.L DA 1:--.FOR~iAC:AO 

GJ.a t,s;;:ri;; 00 O:is.!CICR-GtAAL 

. -~ 

. .. 
..... 

4 

: .,. : · .......... : :: . . : .. . . ·. :- , . :.· .. .• , . . . _ ... . . · .. .. •,· ... ..... • .. ·: .• "· .. . . . . 
. ' . . 

. .. .. . .. . . . ~ . 
.... ·T:rat~sport.e .··• ........ . .. -. ': 

1 . . . . • . .. . -
~ Editoda~ Via Nort~, _SARI.:, (d DL.\.BO) DJ . . .... ~ ., . 
} ~xcmpl.:i::es 2. 146. 930 .Sede - Rua Mouzi::.ho da Silveira, 26 
~ Fprto . • .. . .. ·r . . ·· ';. 

.; ~ .~· ·,· . . ... 

54.776.464.$00 . . 

.. : . 

.L790.802JOO 

.. .·. -. . ... . ' 

#11;:~;~ias d~-~rr.adora,· ~~RL (Not(~~~s ;.~ A~adora) . . ..... 

·- ... ·-·· .. 
•i ••. . . ···-~:--• :"'!' .•, ., . :.·:· 
:}::;.·. 
.:::~. '.; : ..... . .. 

. 
Excm?la::es 72. 000 
Art-:...:Jora 

- Sede - Rua Elias Ga:::-:::ia., 2.{5~ 2.~. E. .. 
> . . _. . : . .. . 

.Tipogri!ica. da.s Beh·.as, Ld!. {Diario de Coi~::i:-a.) 

E~cmpi.ares 8&7. 907 - Sede 
Cci:nb::a. .. 

... ... . : . 

Rua da Sofia, 1 79 

. . .. · ... .. 
. . •• '!" ••• 

' .. 

.. . . . . 

.: . 

.. 

. .. ·· . 

C .··.: ·. T · .. ,. d B . r d 2. (D . 0 • ·1 ~ D. ) ;--.,.·. <··\ . ipogr;...ica. a.s e!r.:.s .- -, o=-::.1nqo - Jor:-:a 1..e> 1a 
'v 1 · ;::f :--.:'=·;J E,-:-c:-n?lare.s 1 ?.O. 9?~ - Scde -.. ?..ua. da. Sofia., 179 :·· .. •: ... }· J~0oi~b·r_a. : . '. • .• 

... . .-·:.--,-;., :-~ 

. · ... 
. .... 

: •: . ..... .. ... 
.. . . ~ ... . .. 

~ . . 

...... 

.. -

. ·~ . .. 
60.103.$00 

. . . 
723.969$00 

.... .. .. .· . .. 
... . .. 

.. ,. .. 
~ .. . .. 

. ,1 

. ..... 

. . 

·: •• • • t 
... ........ 

.. -~ 
. ~ ! 

.. : . 

100.969$00 
.• . 

. . .. . . . . ···,~. ,! :Em;,rcsa cfo Dia'.'rio do ~.ITA.,o, Ld!. Succssora · . . ·~ 
·;: '~•: · ::_ ·;] CDiario do. M:nho) 
... ', ', ':l ,.. 
: :,,. . :1 Ex,, ·plares 634. 5 77 - Sedc 

.. 
,. ,..<' ·", • • 

. :. .... . ·• ....... . . . ... . .... 

. . 
' . 

1. .• .... . .. 

. . : 

~ . 

.. 
. . ·~ ·. 

571. 053.$ 00 

. •·. : -.~· .. ··:::\' /.11 B ~i£~ . • ... 
,• • • • .- "'• ~ : ,11 • • • 

.... .J ... ·".·. • • • .. • .... 

•• l • """' ..!I ~· .. ( ) • .. .. .; .. • •• ,.·. 
: 

;_:~ ... : .. :~;,::-f'.t:..c.itorial 18 de Janeiro, SA!tLPa,zina U!"n ...... ·.··: ••. ~~·_-:·:· 

·. ,.;'(~/ ·.'·-.p~:xcmpla-res 203. J.Sl - Scdc - Rt:1 Br.1a.m::a::np, SZ-7~. · . . ... 169. 746$ 00 

.. 
• 

.. . :: :, ··. ··~Lisboa. · .•. ·. · • .... · · 

·'.·.·: ~-.·/1 l. ., .'•· -:·:..: :; .••• :.- • .. .:~:~:·.~·.(;-:{~./ \.· •• '/. ;:·.:·:·::-~:··. ~-.···/.: ./. :; • ;"'. • • ~./. 

·': .• -. . · .. : .. · .. .... .. : ..... . •··. ~ ~ , . ------------
• •: • •sy, • ... • • • .-.. ... ... t.; .... •• .. •• 

. • il··J : • ..· ~..... • •• ; • • - ...... •• • -
.·•·.·. · : ... : t.1' , •·. ,'-'. : · · •. :~ ~- · · · · • • · · •. · . .:A t:l:ansporta:r .... ; : .: . ., ·;11. . . . . . . . . . . • . • . . . . . . . .. ·· . 

·ss. 193, 106.S oo 
.. 

l 
. . . . ,• . . . . .. . . . ..... :· .• . ' . -. . . . . : .. . . 

.. · ! .·~ :. ,.:: :i ...... '.::; ~:~_··=-· .. :·:·:-:<·.·- .. :.~~·:···.;;·-~-_.: .. :.~1.: .. :>··~· ··~. . . ·.· ..... 
' ... . l, . . . . . . <. ··= .\ ... ·:;..-' ·.: ·,';: .::.~··.:·:'.; '•. :; . . . . .. . ; · .. 
• "•"·. • -·. l, • "~ ... • ·:.::, • • •_tt 
: ~!. f 1 ~. "1 • : • • " • • • • •• ,.:. •• • • • . .,_ 

· }1) Tem divida a Portut:el .. :~-.::..:>· \\/}~ · ··: .':· ·/:·.~···· · /:. 
;,;1,..,- .• ... . .. ·· .. ·· .... . . . . \• 

. . . . \ ,,. 
.. ' 

: .. 

.... 
' : . . . .... ... . .. . . . .. . . . . . . . . 

. ..... . \ 

. . . . ... . .· ?. ·-g· ..,...,;? ·. . ;". ;:····.·. ~·· . .-. ·>:. : .• ... : .: ·-.:: '\ .. . ::··,:·:~· .. ,· •·. ·- . ·:-:: -
' . . . ..: .. :· . • ~.... . -~·. •: • .:·· = • . • • 

. ,.. .. ·.,.:,,,,- ' ... ---------·-~ 
.;,~i-·' "'4 ..... ___ ..,___:: .~, .. --· .· -·····-----...... •""""' 

• .::---·,::1,,,- . --· ,-•:~~- :- •· • ... ;• '"'• •,r-:··.-...-·-·:•·=-~·••• - .-~~··:~.·;--·-;--:-•--:--;:-..,..-<;"T·;:;: ... : .. -------- ~ 
.. , .. 
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·'·· .. 
•,=.: •. .. ~·: ... 

;-:-""··-·· 

··•.·· 
' .. 

: ··. 

j 

',/' ' . 
-·~r " 

., 

/ { . •, 

l .. 
L 

. . f . . . 

. . . 

. . 

~ .. .. 
•• I . ..._. 

.. 
.... 

0

SECREL\RIA DS EST,\DO D/i. co:,!u~.;!C.!.C:::.l.O S0C1AL • 

.. 
. . . . ~ .. 

Dl~Ct;.tO-Gt:? .. ;t D.'. 1:--:rn~.\!.\~~o 
GA.Cl.'-Z'it oo ot.-:.::co:::..-::.:.1.L 

·.·. .. · . 
.. -.... , ..... · .. . .. . .. . . . . . . 

. ' 

..... 

-5 

.... . . . - . . ;. .. . . 
• t' - • 

" -·· Tr:i.nsporte· ..... ~ • ·.···.·ss.193.106$00 
-.. ... . ... . .. 

·, 

. . . . .. 
' .... . . " ... . . .. 

. !'ubli5 rafic::?. -· ?ubiicidadc e Artes 

G:rc:."!icas, SARL (Jornil da. Costa do Sol) 
.· .. ... ~ .. : . . •, 

/ 

... .. 
1,E:x~mplares 27. 375 - Scde - l'rav. Afonso Sa::iches, 6-12.D. . . 

. f·cascais . ·, .. :: . ·. • : · .. ··. • • ~ .. 

. .. 

22.881.$00_ 

"'. · .. . 1 .. " .. . . . . . . . . . " . ' . . ... •" - .... . . .. . -. . . -:.."" . .. .. .... . ~.· ·. ~:· .· : . ". . . . : . :. " ·.,. .. . ... : .. ... .:.· "~··- ·~· ' ..... . 
... .... ., 
·v 

· Alvaro Augusto dos Santos Dias (Jo:="':lal de S e·t .ii::i.!) 

' . . .. .. 

· · ·-. Exernpla.rcs S2. 122 
::.,· Sctubal 

Se:c:e ·- ?:-accta .Fe:r=.a.r!do Pessoa, 

.. '. .. . . , ....... 
•. 

. . . . . . . . . . ~ .. 

10 cv. 

• . . 
. .. :~ .. . . . .. .. . .. : 

~,.,; . . . 
•. .. 

· .... 

68. 196 $ 00 

' . , .... 
' . • 

... 

,: ... 
. i, • • . .. .. .. 

~ .. .. 
# ... :. .. . 

. . .. .• . ·• .o -... . .. ':,. 

Sede - Av.· da. Ll'bcrdacle_. 266 

. .. .. ~ ... 

. ,• . : ~ · .. · .. 
. .• . . . 

.. . 
' . ~ . 

•. . · .. · ' 

·: .... 
•••• ~ •• * ~·. : ... : ... : .• '• • ' 

·. ~ .. ~ . . . . ·, ,,:- . . · . . ~:. 

... 

.. 
.. 
'• I • • . ~-. •:-. . 

• ,I•• . .· .. 

. . . 

... 
. . . 
... 

"" -. .. 

. 
• <l. " 

. . 

,· . .' . . •" ... . , . 

. i.226. 6·D$ 00 
· .. 

.• 

"; . .. 
-:- · .. 

. . "'-·~ . 
1.5 • 9 72 . 9 7 4 S O 0 

. . . . 
' .. 

- . . . 

... 
. · .. 

.. 
-429. 705.$ 00 
. . 

' . 

81. 9':56. 692..$ C-0 
. (') .. v 

. ,~ ... ,.~---· ,. .. • ... --------·-· ..... · ______ ._·_ .. _______ _ 



... ,. 
( .:..· .. _ .. 

_. :;~·:.· .. 
.t:· . 
_ . .;.. ~ 

( ,_:;.: .. 

I 

Covil:,a: 

.. . . . .. 
•.. . 

. ' .. " .. • ..• 

.. 

. .• 
... 

Transpor!:e 

. • . 

' . 

.. 

. . . 
. .. • . 

.. .,, ....... . 

... ~ . 
. -:" .... . .• . . . .. 

Excm?b::-es ! . 277. ~75 - Sed.e - R.. S,mpaio c Pina., 58-22.D • 

" .. 
.. 6--

...... . . . .. . .• . .. 
. ... •. 

• · SJ 956 692.$ 00 . . 
. . .. \ 

.. .. 12.9. 363$ 00 

.·•.. .. "' .. 
... : 

• . • .... . . . 
.. 

l. 065. 589.~ co 

.,) •·· . . : . -,: ........ Lisboa • . . . • . • . ,; .. . . . •. 
•. :·1: . 

. : · ..... 
~ ... ......... ··: ·,_ .« . - .. .... . . .. .... . 

.' .. . .. . .... .. .. . .. . ' .... . 
•• • : 1· • 

.,. . ..­. . 
" .. -. 

. ,,1 A Emprcsa d~ 11 Di.i'rio d"! Not(das~ 
(DiCrio de :':o~f"d .. s) do Fu."'l.chal 

Ld~. 
1.558. 296'~ 00 

.t:::·· ·.:~j E.>:em:-lares·l.~63.179. Sede-R. c.a.Al!.::cdega, 8/12. 

.•~:P\:)_j .. :~:::~ E::::i:: de P~bl;;;:~d~ ;_.e·.~,;:·o, L.: 
• '.l'J:.,:"•.' J - -:::, ;:::: ·?>-~~- {Dcfosa de Es-:>inho) • . .. • . •, . • •• · .. _. ·-:'-. .-···. 

. ' • .. 
.. . . .. .. :-.... · .... . . . 

.. 
. .. 

. • . 

. ,. · . ';!:. t;~tes 23. 820 - Sett:.-~--~ 19, -~"/~ \::/:·>; .d{f, .. . .... : . . 
... ; .. 

~( Sciva· - Coope:-ath·a' Editorial SCARL (Voz do ?C"vo) 
'•·1 .• :·:'·-'· ·· l'iJ ... _Excmpl;:;.res {10. 123 - Sc:de - T.:-av. das Alma.s, 2-A 

. >X .·· Irr Lis boa . .. . .. . . . . . . ... 
. : · .... ·· ............. . . : .. · .. . 

... .. · .. · ·:. 
! .. \ . * 1 •. • 

: 'i Carlos Gomes de Almeida Mota '(~/ot(cfas de Gouv;ia) · 

. . 
. • !J -· •• 

;312. 136$ 00 
•;.· .... ~-
. . ~ 

~ ... :: .. . . .. ·• . . 
••• •. ' . t . :: : ........ . 

. ·""· 
: . ... ....... 

' . ·· .. . ....... 
..... . 

. 1 . . . ,. . ~ 

... )f Excm!Jlarcs 96. 000 Scde - Largo Pdourinho, Z 
· i · Gouveia. · .. .. . . . ... . .. 
' ,1.,;; ... • • • .• •• .. ••. , 
•" ··t " • .. • .. • ,..... • .. 4 • •. 1 : • • ~ 

~r • ':.. • .. . .. • • . • •• 

·.: ·.·-.:: :i/ .~ . ~ :,.>;?J .', ·· · .:::· ··.·A~,.:n!:P •. ~rto.:- ••.• :. 
i ,,· .. . .. ~' ,,,. /Y ... 

.. . ·: .... 1 . . .. . .. ,.._ .... .:. - .. ·. - -:...:..... • 1------ _ .. ___ _ 

.. _,;· .) :80, 'I 22$ 00 . . . . · ...... 
'·. ·:-.. .. ... 

' • t ·~ I 
I ,.:'• • 

_ ,, ______ .._-~-~----- -·-- .. -·-:=:-.-=-·---· ---·-· ·--_ .. __ -~---~ -· - - -- ·-·-~-----·---

,... 

·-· 

.., 
\ 



/ _,, 
;/' 

t 

A 

I 
-:~: 4. 

.. . . .. ---------. 
SECRCT.-\R[;\ DE EST:\DO. D:\ co:.1t:0IC.-\c;.-i...O SOCIAL. ··•. 

Dlr..EC<;:AO-G(E:.\L DA 1:-,;rn;::.1.\<;.\0 . I• 
cA111:-1. H uo o::u:cr_o~-e.r-u. . . -· 

f ·:. 
·+ · .. \ 

85. 213. 495.S 00 

... .. . 
··.·•· 

•': ·. · . . ... : ..... 
i. . . 
j1prcsa de"..\. Com~rca de Ai·ganil"L<l:.!-, 

1~omarr:a de Ar~.:inil).. ; · · · 

_ .,ympl~rc_s 922: 283 ~- Sedc ~ua. <la Oliv.c~ra _Matos, ·.1 

," •. > 

. . 
";·' 

'· . .. 
. . 

.· . . .. 

.. . . . .. 
... 

·. . ~ . 

:: 76_9. 32& $ 00 

·: ;~., . f1ia_S1mocs Di;-.;;, 1"%-15 :; ,.·· ·•. . . 

~?-': :- .1:~~~:,: Gdfica, SAR~ (~iiri_o,de ·L:sboe) . -~ • :.~: . 

: c~p1a::cs 3. t,21. 22.1_ - Sccie - R. Castilho. 185 - l~. 

-· · . 
.. · ... 

7. 021. 065.$ 00 

, boa. . . .. 
_(: . 

.. .. . . . . ·:· . . • I • 

: '. --. 
. :: .,o·:.-csa Publ:ca ~03 Jo:-nais 

.... . ~ . • .. 
. ! ~- . . .• . . . .•. 

. : ·,: · .. ~.-·:.: :ulo ~ Po?ular, :S.P.S.P. ('Di~rio ?o-::n.!!a.:-} 

·" .. ,· -·· .... · ·- ........ · .. · _. ... 
(1) . -. . ~f-~.. ~-> t . . 

.: cmola.res 16. 353. 4g5 - Scde - Rua Luz. Soria:10, 67 . . _ .:) __ -~ ·,:rb~a .. · 
. ::-:.·:: ?:·~::-ibli°C;ioes ?:-cj o:.n~l. Ld~. (0 Jo~~c>.l) (l) 

. 
· ... ·. \ .... 

0 • • • ·.• .. 

. . 

~t/'' ~_';lc:1:/ .l"!"es 1. 900. 431 - Scde - Av. da Libe:.-d~de, Z32-r/c 
. -: ~4;· .· ·· 1 -.t!!' 

'-<_-;\,· __ :" ... :.:~sboa .. , .•. •. . . • . .• . . ·: . . .. . . '· .. ' ._ . . .. ... .. ... 
. ·:·:: ;·::;/'·./··:::-.:....-..;. . . . . . . .. . . . . . . · ... ' .. 
. ,:{ :)\: :(--1npr :~s~ d: "0 Corr.e.:-cio do Porto". SA;RL _· . · · . • .- . : : ~ ;·· · \. 
,:.< ~ ' ·. i Co~c:-c10 co Po!"to} (1) · · · . .· ·: .. • • · ·: · · .. "· ·: 

._,:·.:· .---_.Jcm?lares l6.·1s·7.6i3:-Scde . .:A~:.d·o~~lia'dos·, lOi -.•. :~:·.· 

. ...... 

... 

: . . 
14. 061. 71 ()~ 00 

.. 
.• 

r.sss.191.$00 

. . . . 
~: .. 
. . 

13.502.14'1~ 00 

-: 
-· -·· . · ··tto .. . . . . . . . . . , ... ·.J . . . •·.• ti • • .••• ~· ._ •• ,,_._ 1:0• 0 

,. . ti .. ar o \~i~ ent; Martins ( • .\ Com~-~~~• da S • rt~)" · • · . · ; ·•::' _:··~ • · : •• • · • 

:( <1·-- __ F:?l~rc~ '.. 3, 600. . .: ~ ·.. • ~'. .. '·· :/~,:; _'. .. ; .... '.· ·:"· ~ :: .· ': ·.::_;.. ;,. :. 2~,: 07,4 S 00 

·•·. 

~J • • •. · .. • . • 3- . • .• ~ . .. ..... • • • ~· .• . • . C, 

, llOCCZC de Viseu (Jo:-:cr>.l cl;,. Bei~a) _ . . .•' '• • •.· .. · ·:-:' 

_-r:xr..pl:..rcs 131.250 - Seo.~ - R.l'-!uncs de. Carvalho;;,:3 

---J~~cu - . . .... • 
. . . '.t" . . . . . ;.;::; 

109. 52-1S co 

.-... . l\. t,:.1n~por!;J.!" ••••• 122. 323. 53i~OO 

... 
.,• 

·O 

;..., .-p T c:m d~~·~c!J. _t Foitt~i.: ~J '/ ,/) ., ·i . . . ····-- ·--------·--------· --- ----·-··-... --,.-, 
.; ;, . . ·····-::-:::::~~::_- - -~·7-:-- ·-:-:·-=.:---.. -------~-·- - ~ :F--: ·-=-~::-~ :.· :··- ·-.. ;:---·--~--:--:--~~-~-·-·---~-·_-:_-·--· -----·;·r::.:.-··-·--·_·--·---. ......... .,....----~-r ... r 

. ·'. ,- ! . ' . 



·!., •. 

0 

. , 
·; 

. : . .. , 

· om.ECC).0-Gl;,i:.U. DA 1:--:Foi:.:.l.\<;AO 
-CAfll:.tn. oo ou:i:croo.-cz.ur.. 

.... 

l • 

; .. ,• 

T:ransporte ·._. ••• 122.323.537.$00 .... 
• . .... 

. . ;.'' -·
1
~ Ca~tro Lo~es & Filhos, Vie . .Q:::.oti"'cias de Chaves) • 

.Excmola.res I 2S. 445 - Scde - R, de Santo A:1i6nio, 16-A. 107.184$ 00 

· 1 <;;hav;s . .' . . .··· ~~ ... ~: ~. ·:.·· ..• 
·' . . .. . . .• . . 

lo. 057$ 00 

·>;.::· .· ~1 j;~?-rc,a d-o~~o~::io:,:~~o~ta•, W. -~{~~rici~ ~~-:~o-rt~)- • . . . ~~ 
· <\) : ~ .. · Excmpl.lre~ l:?. 000 - Sedc - R. Comendacio.r" .Sfnesto Reqelo, S 
. · ,. · · · .Hort a. - Fa1al .·- • . . · . • . .. ·. .• 

......... • • .. • •• 1' .. • ..... • • ... : • 

.. . A<". ·es · · · ·· · ·· • ;J ••• 
• • • • ;f 

I•' ': : • , 

~ -........ -.. : 

... . :. •. : .. -
. . . .. ~ . ~, ... . ·,. :- . 

.7-.:. 

.• . . . ~ . . . . . .. . . : :·•· . .. .. ... 
·Jose Dcx::,L .... ios da C.:-i.:.:z: Sa:n.t'os e ; • .{anuel C. Pir.to Ferreir::i 
:{Mir;.,.co~r~ 

.. "" .. -

.. ( 
... . •. 

. .. · . 
,;- , ·1:x:emp!a.·:-es SS. 200 - Sede - :Soassas o}r ·:·., ~: _c~Ues . : >·. •• : ·;·.· • 

•"-· .·., ... ,:.~.·.{::-~ •. • . •~ .,•: •."'.*- • • .• \, #'!" 

.. . . . . : . . -: .... ' .. -. ~ . . . .. ·. .. _; . ~ 

.,: ..... ~· .. _ t·~ .: :..·. ;.·· ··\:· ....... . ••.. ' . . ·. . ... 
· • .:::-'.::.~.11)ioccs ~ do Al;a:-vc ('!?ol"h:-. co D or:iI~:? o) 

# .. : ~ • . . . : . . 
'•t 

··". . ~ ... ~· .Excmpla:es 93. 503 ..:. Scde 
J:'.'.l.rO 

Rua do Mu.."lici1,io, 12 •. 
. . 82.21t.$00 

. ·.,,;. 

r ~ 
•. 

..-..:-..•: 
:.,:.: .. ·.-:: 

·. ':.·: 

. ~ :- .... 

. .. ... . . . 
... .. . . • . 

• • •. * .. • 
... ··-:• .. 

--::-esa d:., Jornal de Madei:::-a., Ld!. (Jo::nal ca Madeira) . 
..E::-:::mpl.1.::e3 1. 052.. 973 - Scde - R. Fern~o Orn~las, .35-C. 
'Funchal Madeira. ~ . : ...... •. . 

.. . . . .. 
. . .. . • ~ . . .. ~. ... .. .. ~. .. . .. ... :- . -~ ' ... · . . ., ... : . :. .. 

: . . 

.. . . 

• 
l. 378. 793!;i 00 

".. .. .. 
. -'.. · .. 

. . . .. ..... 
. "'. .. . ' . . 

..J> ... :r~ur Pinto Bastos Herdciros (0 Desforco) .... · .. ~·~;-·· 

·· ::," ·:·.; · .• ·:-:_ :Exemplares' 43: 200 - Scdc • R.ua. Dr. Henriquc Cabrill <; ~ ;:. :~6 •. 08_1.S oo ·. \: : )r*- . : ·\: ... :. -. '. ·:::...-; :--.··-. ;:- :> ; ;:" : : _-.. i_ '::. • '.j :;: /:. . - .~. 
:· .·:. :·:;··. /l)jj.~lat,uc'. ; o;~. Mad cir a (D<>d o do S cl) . . . -.'. : ... :· :C · • • ,. ' 

.·;:.. .t:..xcr .. ,:>.arcs SZS. 000 - Sedc - Travcssa de Sunto .Andre~ 8 . ~ ... · 440.1535 00 
:<·.-"°'."·.: .. 

1

:;part;do ~7 . ·.:. • .... ·'· ... - .• ·. .. . . : , 1
1 

, 

·· ...... :· ... .c.,vor:i. "': .... ·_..: · .... ·;.·./."·; .. :·~-· ... .:. .. ··:=.·'·~· ;-.: \···..:.~.' ···----...:......------

-121. ·151. 912.S 00 
: . .. . . . \ .. 

,\ • •• ,I~ •• • • • •• ' • : • 

\: .... 
. . , 

..·· .. 
. • l . . . . . 

I .. •. • 

:. " .... . . · : -:.· .. 
• ' ... ;J .. ·~;' .. •"\ --..-... --..... ·-- --·--
. ' .:--.... :,·.::. ..... -----~~-- \ ~:------.----·-·-- ..... _____ -··.,··-·- --·-"'-------:-:-~-----

.. 



,,... /'' 
., . 

.-.,,.,·-, 
: . .; 
. .. : . .. '' •.,h._ 
. ·_:t:.' 

:·'; ... :--: ' 

. :· .. 

. ; . 

. . . 

'-· 

. .. 
. SECrtCTr\l~I:\ DE EST.\DO p,\ CO!:IU:,!C..\<;Ao SOCI~L •. 

. ' 
· . .: ... ·. " 

.. ·~ . .. 

DIR.EC<;.1.0-G!:l:AL DA I~FO!::-.J,\t;:.!..O 
G.ull:'>l:. Tl:; DO u1.:EC1C~·CU.Al. 

... 
... 

.. : ~ . " . . -.. 
. 
ll • 

-· t ~a~i?. o~L 
: Transporte •••••••• 

da. Sil·:..i. Lou.rcns-o de Abreu 
Viseu) 

. ,· .. ... . .. 

f CNotidas c!l' 

· . .Ex.er:i?la.rcs 
.: Vi~cu 

273. 250 Sedc· Rua J o?.'.o_ :Men.des, 7~ · · 

• .. . ' .•.. . ~ '·. . . .. .... ~· ... ' 
•' . 

.I, : . 
. •. 

• Empresa. E'ditora nc:da.de de Tor::i~r, Ldl!. a 

· {fj · 'dC' cie To:nar) 

4 • •. 

. . 

. 
' . . ... ·. ..~. ~- .. .. . . .. 
" . . . ... 

' • .. • # .. 

' f. .• 

. . 
--..:· 

. . . 
: .... 

Exempla.rcs 140. '2SO 
Toma.r 

Sede P-:-a'ia da Republica, 2 
.. 

. • .. ,. . .. ~ . . . 
• . 

Diocese de Pc.:-talegr-e e Ca::telo Branco .. 
(0 Dist:-:to de ?o::-t?.!'.:':!'?"e) 

Ex<.:m?l,i::-es «;3. :?.00 • Sede 
?ortalcgre ._ . . 

: ... ... .. . . . ;. 

· . 

. . 

·. . . 

.... . . 
.... , .. 

;- . .. ..... 
~ .. ·: .· . 

• .. • 0 

: .. 
.. 

.. •• ,t.-

. ; .. , . ... . .... . 
.. Arma.r.do de $01.::.sa Silveira. (~ ot!'da.s d c ?e:-:a!tcl) 

', ,:· ,: ...... 
·. r •. "' ~. 

Excmpla: cs 62. 250 
Pcna!iel ... ' 

• 

Sede - Av. J~~e Ji!!io, 257 

• ii .. ~ • : . . ... ... .. . .1,.* - ... 

·Cooperativa Editora. e d"'! Pror.:i.os;a'o Cultural 
·l'tEscrcver e L:.:::a.r:1 SCARL (A Fo:-ia) 

....... . ... ,. -"\ . 

. . 

. . . .. ,. . 

-~. ·.··.·: -~~ 
... '! 

Ex:cmpbres 105. 600 - Sede - R. Tencnte Va.ladim, S_ ::- 12. .. 

- . 
.., .. "' 

. 

. . . .. .. . .. . . 
. · .... 

).24.151. 932.$ 00 

. . 
... 

; 

; 

. . . 

.. 
2.32.. 136$ 00 

: ... 

. . •. 

11 7. 0"3 0 S O 0 

. .. 

-· 

.. 

• 

.. ... . 
. . 

. ·. .. . . 

56. 97:-$ 00 

.. "88.129$00 

"Torres Nova.s . .. . ~ . . . . _.,. . . . .. . . . . . . , 
. . .. . · .. ,. .· .. •. :-~ ,·t:. .. · .. 

.. ' . . . 
• ·,· '.:. l 

.. ' 
·.-: ·.:' /~ 

.. , 
: :.. 

. ..,. 
. . . . :-.......... . : ....... . . . : .• . ..... 

.... 
. . · t 
. . ... j 

. . . '. .. 
·Patrimonio dos ?obr.es da Freguesia da ?-.farinha Grande 
(Jornal c::. l',..f.:i.:-'inha G~:lnde} .'~· :: ··.;. 

• .. w ·, • 

Excmpla:-es 21. 1 S 9 
l~'.1'.arinJ:.a. Gram:.it:! 

Scdc Av~ Conde Azarl.!jinh~, 5 

. ~:·. ... .. . ... . . . ·~ .. . . . .. . . . ... . 
.• .. 

.. . . .. : 

. . . . 
..... 

. .. . 
-: . 

• • . ,.,~· • • '• : •. • t " •.: •,. • I 

C •". ,, • • ",' • • •• ' _' ~ .. : " .. • • • .:.. • • , " ~- - .• .. •, · .... : ·qrt?. ·. : './: ·. . ;'. :: !?:· \. ot~; · . .' .·'. :: : : · .. 
. . ·~ . . . . . .: : .. '• . . ' .. . ' . . . " 

• • • • • • , • .. ,· • •' ••• • • .,. • 4 • • • •: •. r . .·. . , ... . ·. :· ,, .. " .. 
• .... •• "I • • • <!, •• . .. .. 

... . ' .. 
·• : • '\ • i, • • •11 • ... t • ~ • • • '• I • I •,., .. '.. . " '' : ; . 

. ,. •.. 

. . . 
. . . . . .. 

...... 
• .. ~r 

.-
·.·17.717,$00 

• ,q• '' 

:125. 000. 000 $ 0 
. .. 

' . 
. :~, . . . · ... 

."---- -,---------~~------.... -~~ .. --........ __ _ 

.. 



0 .-·-- u-----
. Empresas Publicas 

. . ' ' . . ( 

(em cantos) 
~ 

SUBSIDIOS N/REEMBOl.SAVEIS(OGE) 

£ P. R £ s A s 
1976 1977 1978 TOTAL 

. . 
VI - DA TUTELA DO MHOP . 

£PAL - Empresa Publica das Jl:guas de Lisboa ,E. P. 460.000 460.000 . 
. . . .. 

' . 

.. 

-: . -. 

. 
·' 

•' 
.. ' 

' ... .. 
I 

) 

.. ' . C:v,I 
. 

T 0 T A L 460.000 460.000 
~.$ 

.. .::: 



Evolu9ao do prego-base dos prod~tos 

Side:rurgico s (%) 

1975/197 4 
, I 

1976/1975 . 1977/1976 

Varao para betao ........ o.o 24.6 1e.7 

Barras comerciais ••••• 0 • o.o 22.l 20.5 

Fio la:ninado ............ o.o 27.7 21.9 

Per£is .................. o.o 42.6 20.2 

Chapa laminada .......... a.a 34.4 I 22.9 

Chapa galvanizada •••• 0 •• o.o 5a.4 !. 22.9 

Folha de Fland:es ....... o.o 50 .. 2 22.9 

Acrescimos de pre;os no mesmo ano 

1976 1978 

Va:rao pa:ra betio ... 10.3 20.0 47.6 
Barras come:reiais .. 18.6 27. 5 58.8 

Fio laminado ••••••• 12.3 3L7 31.6. 
Perfis ............. 10.3 24.4 65.4 
Chapas laminadas ... 18.0 24. 5 20.7 
Chapas galvanizada • 18.0 22.9 4.3 
Folha de Fland:res .. 16.7 22.7 22.7 

Fonte: a partir de dados da D.G. do Com~rcio Mio Alimen~ar 

-· .: ,- ~ ~ .. - ..- ·~- .:!-. ~ . ..j.,,,,.),. ~ 

.. 
0 

1978/1977 

3a.9 

62.0 

63.0 

61.4 

52.7 

50.3 

57 .o 

0 

0 



0 

0 

0 

J..l 

(a) 
'\sd' ,\ i\ ... (;_.\~ ,~ r-___ ~ '-I 0 . \ - . , ... . cs 

PASTAS CELUL6SICAS - EVOLU9AO DE PREQOS (%) 

I 1977/1976 1978/1977 r 1979/1978 
I 

(Puu?!) 

Pasta de eucalipto branqueado 74.3 0 24.5 

Pasta de pinho branqueado 93.1 0 12.4 

1977/1976 i97e/1977 

Cimento Portland aorma.l 15.0 50.0 

VIDRO PL.UIO Ic)EVOLUQAO DE PaEQOS (%) 

( GLA1>!) 1976/1975 / 1977/1976 1978/77 

Vidro plano 23.6 23.0 o.a 

Fonte: Direc9ao-Geral do Comercio nao Alimentar 

a) As pastas celulosicas sao 
que detem 60Cfo do cercado, 
capital sueco e pela C 
ingles. 

produzidas pela PORTUCEL, empress nacionalizada 
pela Celvi, empress privada com participag§o de 

, empress privada com perticipagao de capital 

b) 0 oimento a produzido pela CI1:l?OR, empresa nacionalizada qua detem 75% do 
ceroedo e pela SECIL, empresa em que a CI!.l?OR deteQ 59% do capital e em que 
ha participa9ao de capital dinamarques. 

e) 0 vidro plaao e produzido pela COVIiU em qua 80% 



0 

ADUBOS 
COMPOS'fOS 

Binarios 

7-21-0 

10-20-0 

18-36-0 

20-20-0 

'fernarios 

7-14-14 

10 10-10 

15-15-15 

EVOLUGAO DOS PREGOS DOS ADUBOS (%) 

Preyos aprovados aos fabricantes 
76 75 77 76 78 77 79 78 

49.8 

49.9 

50.0 

49.9 

46.4 

47.3 

47.4 

14.2 

12.4 

18.4 

26.0 

14.7 

13.6 

23.7 

28.2 

27.7 

29.7 

23.6 

31.4 

29.3 

28.4 

76 75 

28.8 

28.5 

28.6 

28.4 

25.5 

26.4 

26.4 

Pre9os de tabela 
77 76 78 77 

o.o 

0.0 

0.0 

o~o 

0.0 

o.o 

0.0 

38 .. l 

38.l 

38.0 

38.0 

37.9 

37.9 

38.1 

79 78 

FONTE: A partir de dados fornecidos pela Direc9ao Geralda Coordenayao Comercial 

0 0. 
--



0 

ADUBOS AZOTADOS 

Sulfate de amonio a 
20/21 % 

Oil. de nitrato de amo­
nio a 20.5 % 

Dil. de nit. arnonio a 
26/26.5 % 

Oil. de nit. amonio a 
3 3. 5 % 

Sulfnitrato de amonio a 
26 % 

Nitrate de calcio 
15.5 % 

Cianamida calcica 
20.5 % 

ureia a 46 % 

a 

a 

EVOLU~AO DOS PRE~OS DOS ADUBOS (%) 
( Fl.h:tj l(1:f M) 

Prec;os aprovados aos fabricantes 

76/75 77/76 78/77 

50.l 39.6 

50.1 

49.8 20~8 

49.8 42.9 

50.1 28.4 

49.8 18.2 

12.6 

19.9 

11.3 

19.9 

15.7 

19.2 

33.0 

25.1 

Pre~os de tabela 

76/75 77/76 78/77 

38.0 

:rn. 6 38.1 

38.0 

38.l 

;>L 6 38.0 

::.a. 6 38.1 

:28.8 38.0 

1:·oN'l'E: A. partir de dados fornecidos pela D. G. do Comercio Nao Alirnentar 

9J 
v.i 
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EVOLOylO DO J:p.E~O DOS COl1BUST!VEIS c,c) 
(4"'.£lt) 

Produtoa 1975/74 1976/75 1977/76 

Gasolina Super ..... 40.0 o.o 4a.6 
Gnoolina normal •••• 36.4 o.o 53.3 
Gaaoleo ............ o.o 50.0 23.1 
?uololeo ........... 53.a o.o 65.0 
Potroleo ••••••••••• o.o :n., 50.0 
Gaz butano ••••••••• 6.6 2.5 3a .. 5 
Gaz propano •••••••• 6.6 4.9 45.9 
Gaz de Cidade •••••• o.o o.o 25.0 

1978/77 

19.2 

21.7 

33.3 
21.2 

50.0 
49.6 
49.2 
57.1 

FONTE; a partir de dadoe tornecidoa pela Direo9lo Geral doa 

Combuativeis 

0 

(' 

-0. 
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1977/76 ., O""S/"'­... ,, i' I I 

Elsctricid.ade 41,8 32,9 

Ag,J.a 27,9 18,9 

POM:E: a pz:::tir ie ia~os do !.N.E • 

. EVOLD'(_;AO .::r1.S :'LR!FAS s :'AX.AS ~~1,A?IVAS AS ce~.:mrICA',70:'::S:; 
DE AC0RJv c:u:,~ 0 RE:S?:EC':'!VO !:'!'DICE DE ?REQvS NO CvNSU:.'.i 

Dox ( Po~ r $ ~,? T~ le P+h.) "Hrs) 

1977/76 1978/77 

Coounicaq3es 34,5 31,, 4 

Co:::reios 44,4 27.3 

':ele.fon9s 33,S 35,0 
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INTERNATIONAL MONBTARY FUND 
Portugal--1979 Use of Fund R~sourcas 

Minutes of Meeting No. 12 

Held at the Bank of Portugal 
on Wednesday, May 23, 1979, at 5:30 p

0
m. 

Portuguese Represent~!iv~ 

Dr. Ramalheira 
(Bank of Portugal) 

Mr. Premchand 
Mr. Osunsade 
Mr. Stuart 

The meeting was held to discuss the structure of government 
accounts in the Bank and the efforts made by it to collect up-to­
date information on the financial transactions of the Government 
and autonomous services and funds. 

Stru.e..tl!?:~. Dr. Heir a indicated that basi,::::ally two current 
accounts are maintained by the Bank for the Government of Portugal-­
the current account of the Treasury and the account of the Junta de 
Credit Publico. All the transactions of the Government pass through 
its currant account and periodic overdrafts within the current 
limits are extended by the Bank whenever necessary. The fund main­
tained by the Government also includes transactions or selected 
autonomous services and funds. The Treasu~y also receives some 
deposits (such as those from the Sooial Security System, postal 
orders and related transactions). In response to a question from 
the staff, Dr. Heira pointed out that there had been some delays in 
the collection of receipts during 1978 as most firms prefarred to 
use them to finance their activities in view of the cradit 
restrictions. 

The autonomous services and funds conduct their operations, 
he stated, through the Caixa Geral. 

?,e.122.E.i§.. The Bank of Portugal prepares daily stat,:!nen ts on 
the operations of the Government. As for the autonomous services 
and funds, monthly reports are received (by the 15th of the following 
mouth) from the Caixa Geral. Dr. Heira stated that he was heading a 
group within the Bank to look into the ways and methods that could 
be adopted for getting information from the autonomous services and 
funds and he expected that the report of his group would be ready 
by the end of the year. Meanwhile, he thought that it would be 
possible for them to alert the Government regarding the potential 
implications of the flows of public expenditure. As a prerequisite, 
however, it is essential that a ceiling should be indicated by the 
Government regarding the flows for each specified period. 
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INTERNATIONAL MONETARY FUND 
Portugal--1979 Use of Fund Resources 

Mi:.1utes o.: Meeting No. 13 

Held at the Department of Centr~l Planning 
on Thursday, May 24, 1979, at 3:00 p.m. 

Dr. Maria Jos, Constancio 

Fund Re~resentatives 

Mr 
Mr. 
Mr 
Mr. 
Mr. 

de Fontenay 
Premchand 
Or:;unsade 
Stuart 
Mitra 

The meeting was held to discuss the procedures adopted by the 
Department of Central Planning for the preparation of the capital 
budget and its implementation, and the issues relating to the 1979 
budget. 

Bu<!~-~!:E!'::11.~!~;L~:!!'!~~££.g,1~. D1•. Constancio in.di cated th.at 
the annual progra~ is drawn up on the basis of the lists of projects 
and programs furnished by tn.e spending agencies. Detail~d profor~ae 
have been evolved for submitting information on the source3 of 
financing, e.g., internal reso..1rces, for,aign loans, transfef'.'s from 
the State budget, etc. In the absence of a development plan, ad 
hoc procedures are adopted for the review of the departmental 
requests. After the broad program is approved, specific approval for 
each project is given by the Secretary of State far tn.e Treasury. 
Where however detailed information is not available or the groundwo~k 
for the implementation is not adequate, approvals are deferred. 
Insofar as projects of autonomous services and funds ara concerned, 
the review by the planning department is confined to the budgetary 
transfers. It was her view that the projects undertaken by the 
services and funds were generally decided more 011 pol.itical grQuncts 
than on economic considerations. 

In the preparation of the projects, most recent price data, 
particularly those furnished by the Ministry of Public ~o~~s, are 
used. Notwithstanding this, there are considerable variations in 
the costs of the projects which are examined by the depart~~nt 1 often 
after they have taken place, toward the end of the fiscal year. No 
specific attention has thus far been given to the computation of the 
maintenance expenditures of completed projects. 

After the approval of the budget by the Assembly, the Department 
of Central Planning issues an authorization for each project for the 
yaar as 1 whole, but the monthly are transferred to restrict~d t,) 
1/12 entitlements. The Department receives quarterly reports on the 



- 2 Meeting No. 13 

... 
financial progress tllat inter alia show the level Qf commit;nent3 Q 
made. Ho•vever, these are not systematically fol.bwed througil in the 
department. The flows of funds generally tend to be heavy during 
the last quarter in part because of the fear of lapse of fu~ds. 
Actual realization tends to be different from sector to sector. 
New projects tend to have substantial shortfalls in the first year. 
Projects involving construction activity however appear to utilize 
the full appropriated amounts. As for transfer of funds from one 
project to project, she indicat~that this could be done with the 
approval of the Planning Department. 

1979 Bu~~!. She indicated that pending the approval of the 
budget, authorizations had been limited to the pro-r3ted actuals 
of the previous year. However, there would be an acceleration in the 
issue of authorizations after the approval of the budget. Insofar 
as she is aware, there wera no new projects in the budget for 1379, 
In response to an enquiry from the staff, she stated that in some 
cases, particularly where construction was invoLved, local 
authorities have already placed contracts in anticipation of funds 
from the 1979 budget

0 
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Present: 

INTERNATIONAL MONETARY FUND 

Portugal--1979 Use of Fund Resources 

Minutes of Meeting No. ]:4 
Held at the Bank of Portugal on 

Thursday, May 24, 1979 at 4.00 p.m. 

Portuguese representatives 

Dr. Pinto, Bank of Portugal 
Dr. Adriano de Carvallo, 

Fund representatives 

Mr. de Fontenay 
Mr. Premchand 

Ministry of Finance Mr. Stuart 
Mr. Mitra 

At this meeting the Portuguese representatives presented a number of 

tables showing domestic and foreign borrowing by the 26 major public enter­

prises, The data in Table 1 show an increase in total domestic credit to 

these enterprises of Esc 35.6 billion in 1978. The stock figure for end-

1978 of Esc 133.1 billion, after deducting rediscounting by these firms of 

other firms I bills, and foreign borrowing with a bank guarantee, became 

Esc 117.0 billion which was very similar to the figure reported by the 

firms themselves of Esc 113.6 billion (Table 2). Although the stock figure 

for end-1978 for the 26 firms represented only 68 per cent of total credit 

to the public enterprises sector as reported in the monetary survey, the 

change in credit to the 26 firms in 1978 represented 92 per cent of the 

change to the public enterprises sector. The Portuguese representatives 

noted that the data for the 26 enterprises was much more accurate than 

that shown in the monetary survey, particularly the end-1977 stock figure. 

However, they thought that it was reasonable to expect that the bulk of 

credit would be taken up by the 26 major firms. 

On external borrowing, data provided by the 26 firms indicated that 

total external debt outstanding was Esc 96 billion at end-1978, while-4a-t-a-.... 

information taken directly from the computer gave a figure of Esc 89.6 bil-
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lion (Table 4). The Portuguese representatives saw the data provided by 

the firms as being more accurate, as it covered all operations, regard­

less of size or maturity. The estimate of net capital movements taken 

from Table 4 differed slightly from that taken from flow data provided 

by the computer, but both sources suggested that the bulk of "private 

sector" medium-term and long-term net capital inflows was being undertaken 

by the public enterprises sector. Noting -t-ba-t the end-1978 stock figures, 

which showed that the total stock of publicly-guaranteed medium-term and 

long-term debt was virtually the same as publicly-guaranteed debt of the 

public enterprises;the Portuguese representatives saw this as a reasonable 

result. The fact that the publicly-guaranteed debt of the public enter­

prises exceeded the total figure for publicly-guaranteed debt at end-1977 

was not explained. 

The discussion then turned to the likely financing needs of the pub­

lic enterprises sector in 1979. The Portuguese representatives were un­

able to provide a detailed break.down of the total investment plans of 

Esc 85 billion. Of the total requested, Esc 60 billion represented pro­

jects already underway or formally approved. The Portuguese representatives 

added that it was realistic to expect that an additional Esc 10 billion of 

projects would go ahead, as these projects had been given at least informal 

approval. In addition, some Esc 15 billion for working capital would be 

required, bringing the total financing needs to Esc 75-85 billion. 

A partial break.down of the Esc 85 billion originally requested was 

provided. 

Total Value of 
Projects Requested 

Industrial sector 
Electricity 
Petroquimici 
Steel 

Esc 85.0 billion 

Esc 64.0 billion 
(20.0) 
(11.0) 
( 9.5) 

0 

0 

0 



Attachments 

Total requested 

Transportation and 
communication 

Trains 
Telephones 

Housing 

- 3 -

Esc 85.0 billion 

19.0 
( 4,5) 
( 8.0) 

( 1.5) 

Meeting No. 14 
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End-1977 

End-1978 

Change 

5 

Table 2. Portugal: Domestic Credit 

(In billions of escudos) 

Banking System 
Monetary Survey Data for 26 Firms 

156.6 97.435 

195.3 133.075 

38.7 35.640 

,·',,_'1: 

Data Provided 
ll by Firms 

113.577 

1_/ If short-term foreign credits with a bank guarantee, as 
well as bills of other companies discounted at the commercial banks, are 
excluded to make the concepts consistent with data provided by firms, the 
numbers would be: 

Credit at erid-1977 
Credit at end-1978 

Increase 

83.244 
117 .049 

33.805 



Table 3. Portugal: Foreign Credits 

(In millions of U.S. dollars) 

Stock 

Total 
End-1977 
End-1978 

Change 

Medium-term and long­
term with public 
guarantee 

End-1976 
End-1977 
End-1978 

Data Provided 
by Firms 

2,099.1 

Public 
Enterprises 

556 
613 

57 

Data Computerized 
at Bank 

of Portugal 

1,760.8 
1,948.2 

187.0 

Total 

328 
488 
615 

127 Change in 1978 

Net capital movements Derived from: 

1977 
Short-term 
Medium-term and 

long-term 

1978 
Short-tenn 
Medium-term and 

long-term 

Table 6 

55.3 

223.7 

Table 4 

-9.5 

198.1 

Balance of 
Payments 

-33.0 

19.0 

175.0 

249.0 

0 

0 

0 
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afATl!STIOM 110flr:T41l1AO a;>tclAUIW:I.Y 
DIVIDA EX':ERNA DE ALGUMAS EMPRESAS 

PUBLICAS E NACIONALIZADAS 

Em milhoes de escudos 

Medio e Curto prazo longo prazos Total 

Com aval do estado . . . . . . . . 
Com: garantia bancaria e sem aval do 

estado ••••••••••••• 

Sem garantia bancaria e sem aval do 
estado ••••••••••••• 

Total • • • • • • . ~ . _.. • • • • • • • .. 

Com aval do estado~. . . .. . . . . 
Com·garantia bancaria e sem aval do 

estado ••••••••••••• 

Sem garantia banearia e sem aval do 
estado ••••••••••••• 

·Total ••• . . . . . . . • • • • • 

Com aval do estado ......... 
Com garantia bancaria e sem aval do 

estado · ••••••••••••• 

Sem garantia bancaria e sem aval do 
~ estado • . • • • • . • • •. • • • • 

Total ... ~ . •· . . . . . . . . . . 

---· _-.,----. 

Em 31/12/977 

4 22 164 ,-,~.l 22 168 

22 929 17 896 +-=r -:: 40 824 

894 6 290 ~-3 7 185 
23 827 46 350 70 175 

!1~ i. ,:i 

Em 31/12/78 

- 28 197 Gi2. ~ · 28 197 - ·~ 

26 416 23 223 -~ ; l+9 639 --
600 ll 205 . u; . 

, ll 805 -, 

27 016 62 625 89 639 
'~c/ 

V'ar_iac;ao de 1977 para 1978 

- 4 + 6 033 + 6 029 
.• 

+ 3·487 +.5 327 + 8 812 

... 
- 294 + 4 915 + 4 620 

+ 3 'i89 +16 275 +19 464 
... -

··-· 

Nota: Devido a arredondamentos os totais nao correspondem a soma das par­
,. celas indicadas. 

-- ' --
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(Iu millions or U.S.dollars) 

End-pe1:iod ~) 
1976 1977 

l97S 1 
(b) 

Government 258 319 891±_ I 
Bonds 31. 27 

_,. 
.:o 

51+ 
;,, 

lfol t:i.lt' tcrnl J.OttUS 23 112 

Bilateral lonn::; 204 238 756/ ·-· 
• ,.t . -

G O"lCr:1..-nc11 t c;u:t:r0.11 t CC ( C) 328 li88 ...§];:.~ I --
I Private 'baril:!l 140 232 296 

Bonr.:..s 23 68, 52 ) 
Hult.ilateral loans 95 /120 .. -x- \ 

i 
... ,,,,., ) 

Bila.tcral lon.ns 5.5 \ 48 50·1 
'---· 

Sup;,licr•o credits 15 

! 
··2.0 32 

I 

f . (b) I Bank of Po:.-ti;gal .-l:..t 166 C' -~:..l}?.4 I 1.' )00 1 
I 

.. ( C) I -Other priv·ate 1
2 

j_l;O , c:ro 
..2:...t.~7---=..L,.:.' .1 / 

, 
. .. 

"' 
J 

/ I ,, 
I Mcditiul ~nd loz~g-te:rm 937 1,115 1,348 I . \' · ·shoi~t-ter,j'· · ·~ ·, · . .. •": : f. 1• , 821+ 639 ...... · . 203 . I 

With bank guarz..ntc~ 196 803 618 I 
I 

\'/i th 01.l t hank gu.~r~.r1 t::; t: :7 21 2l l 
I 
! 
l 

' . 
2,G92 h,.1 lf,'::6 5,420 l Total I i I 

"(b) IJic::bu.rs1'ld 

( c) Vie.j" ::.ncJ.ur10 .~ndi .. sburs~d o.mou:::.ts. 
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:-mnrun AND LONG.-TER'.1-1 CAPITAL FLOWS 

OF SO~!E PUBLIC ENTERPRISES 

-In millions of dollars-

Drawings (capital inflow) 

Repayments (capital outflow) 

1977 

151,6 
96,J 

1978 

260,2 

36,5 

Note: These flows refer to the following public enterprises: 

AGA-Administra~ao Geral do A9ucar e Al cool, CD-!POR-Cimentos de 

Portugal, CNN-Companhia Nacio.nal de Navega9ao, CNP-Companhia 

Nacional de Petroquimica, CCFL-Companhia Carris de Ferro, 

CP- Caminhos de Ferro Portugueses, CT~I-Companhia de Transport es 

Maritimos, CTP-Correios e Telecomunica9oes, EDP-Electricidade 

de Portugal, ENVC-Estaleiros Navais de Viana do Castelo, 

EPAC-Abastecimen:tos de Cereais, EPAL-Aguas de Lisboa, EPG-Petro­

quimica e Gas, ML-~fetropoli tano de Lisboa, PETROGAL-Petroleos 

de Portugal, PORTUCEL-Celulose e Papel, Q.UIHIGAL-Quimica de 

Portugal, RDP-Radiodifusao Portuguesa, RN-Rodoviaria Nacional, 

RTP-Radio Televisao Portuguesa, SETENAVE-Estaleiros Navais de 

Setubal, SN-Siderurgia Nacional, TABAQUEIRA-Empresa de Tabacos, 

TAP-Transportes Aereos Portugueses, TLP-Telefones, TRANSTEJO-Trans 

portes Tejo. 

Derived from the capital transactions record used for 

balance of payments purposes. Covering only flows equal or above 

~2 million. 
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INTERNAfIONAL M.ONETARY FUND 
Portugal--1979 Use of Fund Resources 

Minutes of Meeting No. 15 

Held at the Bank of Portugal 
on Thursday, May 24, 1979, at 4:00 p.m. 

Portuguese Representative 

Dr. Rodriguez (Deputy 
Director, Capital 
Department) 

Mr. Osu.n.sade 

The meeting was convened to discuss the latest position with 
respect to the phasing of foreign exchange authorization for outward 
remittances of profits and dividends from nonresident investments. 
Data provided by Dr. Rodriguez showed that the waiting time for this 
authorization has declined further during 1979, down to an average 
of 37 days in April. 

Asked about the prospects for further cuts in the waiting period, 
Dr. Rodriguez stated that it would take about a year to reduce the 
average delay to around one week. He showed some examples of 
authorization applications, to illustrate his point that. the delay 
was due in many cases to incompleteness in the supporting documen­
tation submitted by applicants. Among the required supporting 
materials are: {i) proof of payment of relevant local taxes; (ii) 
latest balance sheet of the relevant companies; {iii) minutes of 
the corporate meeting at which the profits and dividends in question 
were declared; and (iv) certification of eligibility from the 
Foreign Investment Institute. Dr. Rodriguez produced two cases of 
concluded applications to show that, when these criteria are fully 
met, remittance authorization could be given within a period of one 
to two weeks. In general, however, documentation submitted by 
applicants was incomplete, and it was necessary to go back and forth 
before the necessary criteria for approval could be satisfied. 
Dr. Rodriguez felt that increased familiarity of applicants with 
the documentation requirements would also help in curtailing the 
waiting period for foreign exchange authorization for these 
remittances. 
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Present: 

INTERNATIONAL MONETARY FUND 

Portugal--1979 Use of Fund Resources 

Minutes of Meeting No. 16 
Held at the Bank of Portugal on 

Friday, May 25, at 3.00 p.m. 

Portuguese representatives Fund representatives 

Dr. Vitor Constancio, Vice Governor Mr. de Fontenay 
of the Bank of Portugal . Mr. Premchand 

Dr. Cavaco Silva, Bank of Portugal Mr, Osunsade 
Mr. Stuart 
Mr. Mitra 

At this meeting, the Portuguese representatives offered comments on the 
draft letter of intent. Dr. Con.stancio opened the discussion by noting that 
the authorities were not present\ly in a position to conclude the discussions, 
which would have to be resumed following approval of the budget. Furthermore, 
many of his preliminary comments were not official as not all aspects of the 
draft letter had been discussed with the Government. 

The first point referred to the external·current account target of 
US$800 million for the year ending March 1980 •. Dr. Constancio argued that if 
an economic recovery were to be .initiated s~on,. by the first quar.ter of 1980 
some deterioration in the external balance could be expected, He was also 
concerned about the implication in paragraph 2 that the domestic counterpart 
of the external deficit was private and public consumption, Dr. Constancio 
requested a change in a sentence which seemed to suggest that consumption 
was a major cause for the current account deficit. Mr. de Fontenay replied 
that. a figure of US$800 million was already generous, particularly when com­
pared with the likely figure for the year ending March 1979 of about 
US$500-600 million. A deficit of US$800 million was still a large one, and 
one that could only be justified by an even greater investment effort. 

Dr, Constancio.worried that a balance of payments test based on the 
assumption of a zero balance in the overall balance of payments might be too 
restrictive, particularly given the unpredictability of the exact timing of 
government.borrowing abroad. Mr. de Fontenay noted that only two ceilings 
on net foreign liabilities would be set, and the second one (for March 1980) 
would be set only after the mid-term review. The ceiling for September 1979 
was not particularly ambitious. · 

Dr. Constancio disputed the references in paragraph 4 to a lowering of 
the rate of inflation in 1979. With a new wage norm of 20 per cent it would 
be very difficult to achieve a lower average rate of inflation in 1979 than 
in 1978, particularly with the annual rate running at 24 per cent so far in 
1979. Mr. de Fontenay replied that the authorities would have to be ambitious 
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in their targets for reducing inflation, and look to the causes of domestic 
inflation. The agreed deceleration in the monthly rate of depreciation meant 
that imported inflation should be less of a problem than in the past. 

Dr. Constancio was concerned about the credit program included in the 
draft letter, particularly the ceilings for June which were much lower than 
were being expected by the Portuguese. He was also concerned that too strict 
a credit program would result in a balance of payments of surplus. Time 
deposits were after all the only savings instrument available to domestic 
savers. Mr. de Fontenay argued that the authorities should pay closer atten­
tion to the high growth rate of the domestic money stock, which was probably 
closely related to the high rate of domestic inflation. He agreed that there 
was little that could be done to change the June figures this late into the 
quarter, but that much of any upward revision in the June ceiling would have 
to come out of later quarters in the program. He noted that the monetary 
programming exercise had been started several months earlier when it was 
pretty generally accepted that the economy was quite weak. Given the strong 
performance in the fourth quarter of 1978, the situation called for caution. 

Referring to paragraph 7, Dr. Constancio wondered if reducing expendi­
ture entitlements to 75 per cent of budgeted amounts wan't too restrictive. 
In any event, the Ministry of Finance would have to react on the points of 
fiscal policy and budgetary controls. Mr. de Fontenay noted that reviews 
of expenditure plans were to be called for after the figure of 75 per cent 
of appropriations had been reached, after which some expenditures could be 
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authorized. The system was designed to provide considerable flexibility. Q 
On the question of compulsory ceilings for domestic and foreign bor­

rowing by public enterprises, Dr. Constancio noted that lack of control 
over these enterprises by the Government might lead to some difficulties. 
He suggested that indicative targets would be more acceptable. He wondered 
if the intention was to limit foreign borrowing by enterprises to 1978 
levels. Mr. de Fontenay emphasized that the problem of public enterprises 
were seen as very serious and despite repeated requests, the Portuguese had 
yet to suggest an alternative to compulsory credit ceilings. Limits on for­
eign borrowing would be related to the current account deficit, figures for 
investment plans and repayment needs. 

Dr. Constancio argued that a compulsory debt ceiling would be very dif­
ficult to accept, although the gross concept being proposed would be easier 
to accept than a net figure. Mr. de Fontenay noted that a debt ceiling would 
have to be an integral part of the program, as access to excessive capital 
inflows could be a serious problem for Portugal in the near future. The 
ceiling would be on the flows for the program year, and the figure to be set 
now would be subject to review. 

Referring to trade and payments restrictions, Dr. Constancio stated that 
he was under the impression that it had been agreed that the abolition of the 
once 30, now 10, per cent surcharge would be postponed beyond October 1, 1979. 
Mr. de Fontenay replied that if the abolition was to be postponed to end-1979, 
the Portuguese would have to argue on the gounds of revenue needs or that the 
tariff structure was being re-examined. Dr. Constancio replied that revenue ~ 



- 3 - Meeting No. 16 

considerations were very important. He also noted that the possibility of 
reducing the waiting period for the remittance of profits and dividends to 
one month had yet to be discussed with the Government. Mr. de Fontenay 
replied that such a short period was very close to being realized. 
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INTERNATIONAL MONETARY FUND 

Portugal--1979 Use of Fund Resources 

Minutes of Meeting No. 17 
Held at the Ministry of Economic Coordination 

on Friday, May 25, 1979 at 7. 00 pm 

Present: 

Portuguese representatives 

Dr. Jacinto Nunes, Minister of 
Finance and.Economy 

Dr. Silva Lopes, Governor of the 
Bank of Portugal 

Dr~ Vitor Constancio, Vice Governor 
of the Bank of Portugal 

Dr. Almeida, Secretary of State 
for the Treasury 

Dr. Cavaco Silva, Bank of Portugal 

Fund representatives 

Mr. de Fontenay 
Mr. Premchand 
Mr. Osunsade 
Mr. Stuart 
Mr. Mitra 

Mr. de Fontenay opened the meeting by stating that the Fund had found 
the visit to Washington. of the Governor of the Bank of Portugal and his 
team to have been very useful. 

It was disappointing that the mission had not been able to make more 
progress during the. _recent visit_ to Lisbon. In his view public finance 
continued to be the most important problem cor1fronting_ the Portuguese_ econOlily 
and urgent methods were necessary to prevent a deterioration in fiscal 
policy. He hoped that the Minister would be able to take the necessary 
measures and announce them together with the concessions that had been 
made on the rate of devaluation and the level of interest rates so as to 
increase public acceptability. It was even possible to blame the Fund for 
unpopular measures. Mr. de Fontenay stressed the dangers of postponing 
agreement and said that it would be more difficult to reach agreement with 
the onset of the general election campaign. In the view of the Fund two 
sets of measures were indispensible and were preconditions for a stand-by 
agreement: (1) increases in the prices of the output of the·public enter­
prises. and of oil products so that the revenue raised would be consistent 
with the subsidy estimates in the budget and with the financing of the 
Supply Fund and (2) the Decree Law implementing the budget should fully 
reflect underspending on account of delay in the passing of the budget; 
only then would the implementation ratio assumed in the budget forecast be 
realized. It was particularly important that there should be no catching 
up in public expenditures and therefore visas for capital projects should 
be extended with caution and the budget Decree Law should provide for re­
straint. 

The Minister stated the Decree Law would contain the implementation 
ratio figures and that instructions had been given to the Ministries on 
spending limits. It was the general intention to raise certain adminis­
tered prices after the passing of the budget. He noted that the letter 
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of intent mentioned a freezing of 25 per cent of total budgetary expendi­
tures, which would be virtually impossible to implement and no Decree Law 
could contain a provision of this kind. However, given the strictness of 
this Decree Law and the firm intention of the authorities in sticking to 
the implementation ratios, the budget estimates should not be exceeded. 
Mr. de Fontenay replied that the letter of intent would be changed in the 
light of the Minister's statement. 

The Minister continued by saying that the implementation ratio in the 
Decree Law would be 96 per cent for current expenditures and 87 per cent 
for capital expenditures and that the 1/12 ratio for all Departments and 
Ministries would apply to the estimates taking acco\lllt of implementation 
ratios. However, if it was not possible to raise public prices sufficiently 
to validate the subsidy estimates of the budget, the authorities would cut 
public expenditures elsewhere, possibly in nonpersonnel current expendi­
tures. Mr. de Fontenay confirmed that this would be acceptable to the Fund 
and enquired whether supplementary estimates had been ruled out, The 
Minister said that such estimates were not being considered because a re­
duction in overall expenditures was the major aim of the authorities. The 
Minister stated that the 87 per cent implementation ratio on capital expen­
ditures would restrain new projects and would keep catching up to a minimum. 

In reply to Mr. de Fontenay's question as to whether an agreement with 
the Fund could be reached very shortly, the Minister noted that an agree­
ment had been reached on the rate of depreciation, the level of interest 

·~, 
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rates but differences existed on the credit limitations of public enter- (_) 
prises and on credit policies as well as on the 10 per cent import sur-
charge. The F\llld team had raised the credit ceiling by more than Esc 20 bil-
lion and they considered this to be sufficient for the needs of the Government 
and private sector and consistent with the desire for deceleration of infla-
tion. If an agreement could be reached on this point a letter of intent 
could also be agreed, and then the F\llld staff would present a paper to the 
Board concluding a stand-by arrangement once adequate public sector pricing 
measures had been taken. 

After a break during which the Minister of Finance telephoned the Prime 
Minister, the former stated that price measures would be taken by the 
Govemment after the passing of the budget but the latter did not want to 
commit himself before the budget had been approved by Parliament. The 
Minister further wished to point out that although the proposed deficit on 
the current acco\lllt of the budget was lower than that of the previous fiscal 
year, Parliament may act to increase transfers to local authorities.and 
would almost certainly strike down the proposal on the extraordinary labor 
tax. In that case the current deficit would rise by Esc 7 billion. 
Mr. de Fontenay replied that, as indicated in Washington, an increase in the 
deficit of this magnitude would not be acceptable to the Fund and he suggested 
reductions in total expenditures possibly by a lowering of implementation 
ratios. The Minister replied that it would be possible to pare expenditures 
on the current side and if this were done the deficit would probably increase 
by Esc 5 billion. Mr. de Fontenay porposed additional efforts on new invest­
ment projects so that further cuts, that were regrettable but necessary, on 
the capital side could take place. The Minister stated that the increase in c=> 
the deficit in that case could be limited to Esc 3 billion and Mr. de Fontenay 
indicated that this would be acceptable to the Fmid. 



,; . .. 

0 

0 

- 3 - Meeting No. 17 

At a further meeting at 3 p.m. on Monday, May 28, 1979 the credit ceilings 
for the program year April 1979 to March 1980 were agreed (see attached). 
The Minister was given a note from Mr. de Fontenay on the two measures 
considered essential by the Fund that also were preconditions for agree-
ment, namely public sector pricing measures involving adequate price in­
creases by an average of 25-30 per cent in the prices of oil products and 
charges of public utilities, and a sufficiently stringent public Decree 
Law that would make the budget estimates achievable. The Minister under-
took to take action on these issues and he understood that the staff's 
paper on Portugal would not be presented to the Board until these measures 
had been taken. It was further agreed that the external debt ceiling would 
cover only the nonfinancial public sector. It was also agreed that ceiling 
for credit to the public enterprises would be an indicative one. The 
authorities would provide justification for postponement of action on the 
10 per cent import surcharge but they undertook to reduce the waiting period 
for repatriation of profits and dividends of foreign investment to the nor­
mal period by end-October 1979. The draft letter of intent was approved in 
its essentials. 

Attachments 
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INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources· 

Minutes of Meeting No. 1 
Held at the Bank of Portugal 

on Tuesday, February 6, 1979 at 5:00 P.m. 

Present: 

Portuguese Representatives 

Dr. Joi, da Silva Lopes, 
Governor of the Bank of Portugal 

Dr. Victor Constancio, Vice­
Governor of the Bank of Portugal 

Dr. Rui Vilar, Vice Governor 
of the Bank of Portugal 

Dr. Pinto, Vice Governor 
of the Bank of Portugal 

Dr. Covaco Silva, Bank 
of Portugal · 

Dr. Saldanha do Valle, 
Bank of Portugal 

Fund representatives 

Mr. Patrick de Fontenay 
Mr. Festus Osunsade 
Mr. Brian Stuart 
Mrs. Claire Teigeiro 

Dr. Silva Lopes opened the meeting by indicating that 
Dr. Jacinto Nunes, Vice Pr~me Minister in Charge of Economic 
Affairs, would meet with the Fund Mission on the following day, 
Wednesday, February 7, 1979 at 9:30 a.m. This meeting _would be 

.mainly to discuss the public sector budget for 1979; Dr. Silva 
Lopes warned that-certain difficulties had been encountered in 
formulating the budget which was to be presented on February 15. 
Furthermore, this budget would be subject to possible revision 
by the parliament. Following the meeting with Dr. Nunes, 
Dr. Cavaco Silva would provide technical data related to economic 
performance in 1978. It would likely take the remainder of 
the week to discuss these data but perhaps by Friday it would 
be possible for the mission to meet with Dr. Silva Lopes to 
present its preliminary interpretations. The Governor saw 
some difficulties in reaching agreement within three weeks. 
Dr. Constancio thought it might be possible to reach preliminary 
agreement on the basis of the budget presented to parliament 
and if parliament made substantial changes, negotiations would 
have to be reopened. 

Mr, de Fontenay observed that the international ~ommunity, 
as represented by the Fund's Executive Board, viewed Portugal's 
economic policy in 1978 as courageous, It was now important 
that these efforts not be·in vain but that the authorities per­
severe with another year of stabilization, _.By the end of the 
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year, it could be possible for the Fund to support a medium term 
program based on an investment program. For the present year, 
the Fund saw the need to concentrate on the financial difficul­
ties of the public sector, this time including the public 
enterprises. 

Mr. de Fontenay asked for a review of recent developments 
and the authorities' views on appropriate policy for 1979. 
Dr. Silva Lopes replied that it would not be possible to discuss 
the outlook f~r 1979 as much of it depended on the outturn of the 
budget exercise currently underway. Looking back on 1978, it was 
now apparent that in many respects the situation had developed 
much more favorably than had been thought at the time of the 
Fund mission in November. Total credit expansion had been brought 
within the ceiling by end December, even though the ceiling on 
credit to the public sector had been exceeded. The external 
current deficit had been reduced to about U.S. 920 million. De­
tailed estimates of the capital account were not yet available 
but it was known that a large surplus had been recorded, bringi.ng 
the overall balance of payments approximately into balance; per­
haps even a small ·surplus had been registered. Inflation had 
slowed to an average of 22 per cent for the year. There had 
however been a clear slowing of economic activity. The latest 
estimates showed a growth of real output of 3

0
4 per cent, but 

most of this had occurred in the first half of 1978. There was 
stagnation or perhaps a decline in activity in the second half 
of the year. 

Dr. Silva Lopes indicated that it was possible to discuss 
two policy areas where the Portuguese authorities saw a need 
for change. One was in regard to the credit ceilings set by 
the existing stand-by arrangement for end March 1979. These 
ceilings were now seen as excessively tight. Policy was still 
being set keeping these ceilings in mind but some difficulty was 
foreseen if those were not changed. The second area where an 
early change was required was in the area of exchange policy. 
Their calculations showed that if the present rate of depreciation 
was continued until end March and the rate was then fixed, the 
average effective depreciation in 1979 would be 13 per cent, 
which was seen as excessive. Dr. Constancio amplified on these 
two points by indicating that the credit ceilings had been set 
on the basis of a forecast ~ncrease in the velocity of circula­
tion of money balances of 7.5 per cent; it now appeared that 
velocity was actually declining. If it was not for the fact 
that the ceilings on credit expansion had been defined to exclude 
the allowance for bad debts, the agreed ceilings would have been 
completely impossible to meet. It was hoped that some new under­
standings could be reached on the ceilings for end March, perhaps 
even before a stand-by program had been completely agreed. On 
the que_stion of exchange rate policy, it was seen as preferable 
to slow the rate of depreciation as soon as possible so as to 
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<:'J avoid the need for a sudden change in policy, such as fixing 
the rate at end March. 

0 
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Mr. de Fontenay replied that he could fully accept the 
need to change the March ceilings but he warned against a pre­
mature relaxation of policy which could undo much of the achieve­
ment of 1978. Similarly on the exchange rate, it was important 
that the system not be changed abruptly or in such a way that 
the problems associated with speculation against the exchange 
rate reemerge. He emphasized that the authorities' concern that 
the growth rate of economic activity be maintained would argue 
for keeping the exchange rate very competitive. Dr. Silva Lopes 
indicated that the ceiling of 18 per cent of wage increases 
that the government had announced only 2 days earlier would only 
be observed if price increases were held below 18 per cent. In 
his opinion it would be impossible to hold the rate of price 
increase to 18 per cent unless the rate of'exchange rate depre­
ciation was slowed. 
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INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources 

Minutes of Meeting No. 2 
Held at the Ministry of Finance 

on Wednesday, February·7, 1979 at 9:30·a.m. 

Present: 

Portuguese representatives 

Dr. Jacinto·Nunes, Vice Prime 
Minister for Economic Affairs 

Dr. Silva Lopes, Governor of the 
Bank of Portugal 

Dr. Rui Vilar, Vice Governor of 
the Bank of Portugal 

Dr. Cavaco Silva 
D1·. Marta 

Fund representatives 

Mr. de Fontenay 
Mr. Osunsade 
Mr. Stuart 
Mrs. Teigeiro 

Mr. de Fontenay opened the meeting by remarking that the 
achievements of the Portuguese authorities in 1978 had Qeen 
substantial. The external accounts had improved beyond expec­
tations, real wage increases had been contained for a third 
successive year, and the rate of inflation had decelerated. 
He noted, however, that it would be unfortunate if such hard­
won gains were to be lost through a premature relaxation of 
present policies. Thus another year of stabilization would 
be necessary to consolidate the achievements of 1978. 

The public sector budget would be a central issue during 
the current negotiations, with the public sector being defined 
to include the public enterprises. Broadly, the mission sup­
ported the objectives recently announced by the Government of 
a balanced current account for the traditional public sector 
and a reduction of its overall deficit to 7 per cent of.GDP. 
Mr. de Fontenay further explained that it would also be impor­
tant for the public enterprises to achieve a ,balance in their 
current transactions. Yhereby permitting c~edit expansion to 
be used for investment. It wo.uld be highly desi.rable for the 
authorities to present a r~alistic budget and to.execute it 
as planned. In this connection, he thought that a ceiling on 
the domestic credit operatipns of the overall publiq sector, 
including the public enterpr..i se s, would be necessary. It 
could also be useful to discuss expenditure ceilings for some 
parts of the budget. Exchange rate policy and credit policy 
would also figure importantly during the discussions, however, 
tlleir .eventual stance would depend to a large extent on the 
final shape o( the budget. 
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Dr, Jacinto Nunes replied that it was the Government's firm 
intention to implement whatever measures might be necessary to ~ 
ensure a balanced curr~nt account for the public sector, Some 
of these measures had already been prepared while others were 
awaiting Parliamentary approval. The Government's position 
was an unpopular one, but he felt that it had to be taken in 
the present circumstances, He thought that activity in the pri­
vate sector had suffered in 1978, particularly in the second half 
of the year, because of tight credit policies. He hoped that 
in 1979 more room could be made for private sector credit expan~ 
sion, leaving somewhat less for the public sector. 

Mr. de Fontenay asked what timetable could be expected for 
the presentation and approval of the 1979 budget. Dr, Jacinto 
Nunes replied that the budget would definitely be presented to 
Parliament on February 15.. It would then be considered by a 
parliamentary committee for five days, after which it would be 
discussed by Parliament itself. He felt that the budget debate 
would not be lengthy, as the Government intended to press the 
political parties to conclude the discussion as soon as possible. 

Dr. Jacinto Nunes noted that part of the delay in present­
ing the budget this year had, arisen because of administrative 
problems connected with the implementation of the new law on 
local authority finance, Many tax receipts which normally 
accrued to the budget of the Central Government would now flow 
directly to the local authorities. Similarly certain expen­
ditures, particularly for education, social security, and public 
works, would now fall upon the local authorities. There were 
problems in setting up the necessary administra~ive structures 
to take over these functions which formerly had been handled 
by the Central Government. 

Mr. de Fontenay asked what action had been taken in the 
area of medium-term planning, Dr. Jacinto Nunes explained that 
developing a medium-term plan was the Government's first prio­
rity after approval of the budget, He intended to create a 
small working group to study the issue. Some support had 
alr.eady been given by the IBRD, and their further help in deyel­
oping the orientation of such a plan was anticipated later in 
the year. Dr. Jacinto Nunes explained that the Government was 
acutely aware of the need to develop a medium-term framework 
in view both of impending EC membership and the need to solve 
Portugal's structural problems within a longer-term time span. 
He noted, however, that there were political difficulties in 
implementing a medium term strategy; certain.aspects of the 
plan could not be settled until after the 1980 elections. 

0 

Mr. de Fontenay asked whether any new taxes were being 
contemplated in order to achieve a balanced public sector c~r-
rent account in 1979, Dr. Jacinto Nunes replied that new tax <:J 
measures were indeed being considered, but these would be dis-
cussed with the mission later. Mre de Fontenay wondered how 
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the authorities intended to tackle the problem of ths large 
operating deficits of the public enterprises. Dr. Jacinto Nunes 
explained that a system designed to ensure greater control over 
their expenditures had been implemented recently. Under this 
system (SPEP) some of the enterprises' financial activities now 
required the approval of the Minister of Finance as well as the 
Minister directly responsible for the enterprise. Thus a greater 
degree of financial control was gradually being established. 

A technical discussion with Dr. Cavaco Silva concerning the 
availability of certain data and the scheduling of future meet­
ings then followed. 
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INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use or" Fund Resources 

Minutes of Meeting No. 3 
Heid at the Bank of Portugal 

on Wednesday, February 7 1 1979 at 3:30 p.m. 

Present: 

Portuguese representatives 

Dr. Cavaco Silva 
Dt'a

0 
Constancio 

Dra. Cardoso 
Dr. Abel Mateus 
Dr. Alfredo Amaral 
Dra. Cocco 

Fund representatives 

Mr. de Fontenay 
Mr. Osunsade 
Mr. Stuart 
Mrs. Teigeiro 

The meeting covered recent economic developments, the na­
tional accounts, prices and wages. Dr •. Cavaco Silva explained 
that there had been a market slowdown in output in 1978. The 
average rate of growth of GDP of 3.4 per cent was misleading 
because it did not reflect the sharp difference between the first 
half of the ye~r and the second half when most of the decelera­
tion took place. It was clear however that the slowdown had 
started before mid-year. Dr. Cavaco Silva thought that the 
reasons for the slowdown were the restrictive credit policy, the 
high interest rates, and the wage policy which had resulted for 
the third year in a row in a decline in real wages. In addition 
there had been special .factors such as the bad grape harvest. 

Dr. Mateus and Dr. Amaral then reviewed the main economic 
indicators. Industrial production for the three months from 
August to October 1978 had declined by 2 per cent over the pre­
vious three months. Capacity utilization had also declined in 
the third quarter. The industrial survey for the fourth quarter 
s~emed to suggest a recovery but Dr. Mateus said that in 1978 
firms had been over-optimistic as to the evolution of output. 
For example in the third quarter the difference between the 
percentage of firms forecasting an increase in output and that 
projecting a decline was -9, while the difference between those 
actually recording an increase and those recording a decrease 
in output was -15, the lowest figure since early 1977

0 
Surveys 

of orders in commerce also showed a sharp decrease. Electricity 
consumption had increased by 10

0
7 per cent in each of the first 

two quarters of 1978 and by 4.7 per cent in the third quarter. 
Consumption of fuel had increased by 9

0
4 per cent in January­

October 1977 and by 6
0

8 per cent in the same period of 1978. 
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Transportation of goods by ships had increased by 12.7 per cent c=) 
in January-October 1977 and declined by .8 per cent in the same 
period of 1978. The number of new enterprises had risen by 37.7 
per cent in the first ten months of 1977 and declined by 13

0
1 per 

cent in the same period of 1978
0 

Production of steel for cons­
truction had increased by 78 per cent in the first 11 months of 
1977 and by only 12 per cent in the same period of 1978

0 
Estimates 

of imports of equipment goods for the whole year showed an in-
crease of 21 per cent in 1977 and only 1.2 per cent in 1978. 
For intermediate goods, the figures were 70 per cent and .s per 
cent, respectively. 

In answer to a question Dr. Mateus said that there had been 
a decline in stocks of imported goods but that firms had recorded 
an increase in stocks of finished products due to a weakening of 
demand. He also gave the breakdown of the estimated increase in 
real value added in the services sector as follows: transports, 
2 per cent (the weight of that subsector in services is 16 per 
cent); commerce, nil (weight of 14 per cent); public administra­
tion, 7 per cent; other, including tourism, 3 per cent. 

The discussion then turned to expenditure. Dra. Constancio 
and Dr. Mateus explained that there had been a marked decline 
in the investment activity of public enterprises. They explained 
that those enterprises had to request the authorization of the 
Ministry of Finance for any investment in excess of 30 million 
escudos. The authorization covered access to domestic bank credit 
up to a certain limit and access for borrowing up to a limit. 
While the initial investment plan of public enterprises had been 
around 58 billion escudos, the actual investment was probably 
much lower, only 30 billion escudos had been authorized by the 
Ministry of Finance. Dr. Mateus also explained that in 1977 the 
traditional private sector accounted for 17

0
3 per cent of total 

gross fixed capital formation, public enterprises for 27 0 6 per 
cent and the rest was private sector investment. 

On wages Dr. Cavaco Silva explained that the Government had 
just set a limit of 18 per cent on new wage settlements but the 
decision had been accompanied by a commitment to keep the rate 
of inflation at 17 per cent. He also confirmed that in 1978 the 
wage bill had gone up by 18 per cent and the average wage by 
17 per cent. 

The meeting adjourned at 6:15 p.m. 
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TABLE l 

GROSS DOMESTIC PRODUCT FACTOR COST 

1977 70/77 1978 78/77 1978 
SECTORS current· volume 1977 pri- prices current 

prices ces prices 

AGRICULTURE ••••••••••• 71 948 4 74 826 21 90 539 

INDUSTRY .••••••••••••• 20; 872 3.3 210 523 24 26.0 944 

"ENERGY••••••••••••••• 15 114 9 16 474 3·3 21 910 

CONSTRUCTION••••••••• 36 222 5 38 o;; 20 45 640 

C ) 
SERVICES••••••••••••• 2;6 678 2.7 24} 00; . 22 296 343 . 

' 

!· . 

GDP re •.•••••.••.•..•• 56; 834 ;. 4 582 859- 22.7 715· 376 · . 

. r 

0 
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0 
TABLE 2 

GROSS DOMESTIC EXPENDITURE 

Million contos · 

1977 7e/77 1978 70/77 1978 
SECTORS current (1977 pri- current 

prices volume ces) prices prices 

Private.Consumption •••• 472 1.; 478 22 583 

Public Consumption •o••• 85 7.e 92 20 110 

G.F.C.F. ••••••••••••••• 127 4.0 132 22 161 

Changes in stocks •••••• 34 X 19 X 23. 

Exports of goods and se,;: . 

1vices •••••••••• 0 ••••••• 111 15.3 128 21~4 155 ( ) 
' 

Imports or goods and se,;: 

vices•••••••••••••••••• 20~ 0.2 205 22 
. 

250 

GDP market p:r'ices • f) •••• 624 3.2 64·4 21.4 762 

ltet indirect taxes (I •••• 60 X X 67 

GDP factor cost •••••••• 564 3.4 58} 22.8 7'151 

0 
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TA:BLE 3 

DISPOSABLE INCOME AND SAVINGS 

Million cantos current prices 

GDP factor cost ••••••••••••••••••••••••••••••• 

Net foreign: factor income ••••••••••••••.••••••• 

'.roreign trans! era ••••••••••.••••••••• , ••••••••• 

Public transfers •••••••••••••••••• -•••• '• ••••• ~ • 

Interest on public debt •••••••.•••••••••••••••• 

Direct taxes •••••••••••••••••••••••••••••••••• 

Other public current receipts (not including 

indirect taxes) ••••••••••••••••••••••••••••••• 

Disposable 
. (1) 
income •••••.••••••••••••• 

Private consumption•••••••••••••••• . 

Private domestic savings •••••••••••• 

Public savings •••••••••••••••••••••• 

Foreign savings •. • •••• ~ •••••••••••••• 

Savings= Inve.stment •••••••••••••••• 

Private dbmestic savings ratio% •••••••••••••• 

(1) - Including depreciation. 

~ 1977 

564. 

-6.9 

43.5 

63.9 

11.5 

-80.5 

-11.0 

584.5 

472 

112.5 

-8.5 

57. 5 

19.3 

1978 

715 

:-14.5 

70.3 

72.6 

22.5 

-104.0 . 

-9.9 

752 

583 

)69 .. __ 
. -

1 -25.2 \ 

~---· 
40.1 

184 . 

22 •. 5 

:;::: 



1970-73 

1974 

1975 

1976 

1977 

1978 

1977 (1) 

'M:u"ch 

Jure 

Sept:errber 

Dace.rrber 

1978 (l) March 

Jure 

Septenber 

... Dacenber 

Meeting No. 3 
_,..,.-~ .. 

. (l) 
Wages indices 1970/78 

(Annual percentage change) 

Manufacturing, Cons-

truction and T.ransp:::,rt Agriculture 

(daily wages) (daily wages) 

Lisbon Oporto Males .Females 

10.8 12.0 
.. 

12.7 13.9 

32.3 38.5 32.6 40.6 

18.7 27.8 24.3 34.5 

11.9 11.4 14.5 13.6 

12.0 12.2 14.7 19.0 

9.4 (5.7) 6.6 (4.3) 16. 7 (4 .1) 23.Q (8.4) 

11.6 (3.0) 12.9 (6.8) 12.8 (2.5) 17.0 (3.1) 

13.3 (3.1) 13.5 (1. 7) 17.6 (3.6) 21.4 (1.7) 

13.7 (1.3) 15.7 (2.2) 13.2 (2.4) 17.1 (3.1) 

8.3 (0. 7) ll .. 8 (0.8} 13.5 (4 .3) .4.2 (-3.6} 

10.6 (5.2) 6.5 (1.7) 18.1 (6.6) 13.8 (12.6) 

10.0 ·(2.4) 5.7.(0.9) 18.2 (3. 7) 17.6 (5.1) 

- - - -

Agriculture 

(annml 

wages) 

12.8 

45.5 

41.9 

22.5 

16.0 

-
-
-
-
-
-
-
-

Sources: M::mthly Bulletin of Statistics - National Institute of Statistics 

.Annual Corp:,rations Statistics 11 11 11 11 

0 

C ) 

(1) - Percentage change fran year earlier~ numbers in brackets represent 'lfercentaC 
change since last m::mth of preceding quarter. 



:C I 8 OND CE D.E PREQOS NO CONSUIHDOR - 197 - VALOR.'.:!S M ·DIOS TRn.!3STRAIS E A!illAL 
(1976 a ioo) •', 

I . 

' I 

I 
l!!·Frim 22Trim 

I 
32Trim 4"Trim 

' 
1 ALilIE1'TAQAO E EE:BIDAS VE 147.1 160.2 165.6 178:3 

V C +6.1 +8.9 +3•4 +7-7 
V H +24.5 +18.2 +23.5 ·+26.6 

ALIMEirl'A~AO VE 144.0 157.8 160.4 166.2 
V C +5.2 +9. 6 +1.6 +4•9 
VH +21. 3 +15.l +19.2 +22.9 

BEBIDAS VE 182.l .1a8.4 226.1 294. 7 
V C +15-5 +3-5 -t:20.0 +30-3 
VH +61.4 +60.8 +75.9 +87.0 

Y.ESTUARIO E CALQADO VE 131.8 137.2 137.4 149.5 
V C +2.0 +4.1 +O.l +8.8 
V H +17.7 +18.7 +18.5 +15. 7 

DZSP2SAS DA HABITAQAO VE 139.1 157. 3 162.a 166.0 
V C +l.8 +13.l +3•5 +2.o 
VH +24.0 +26.4 +22.3 +21.5 

O"GUA VE 137. 7 144.0 157.8 160.2 
V C o.o +4.6 +9.6 +1.5 
V H +24.8 +7 .1 +14.6 +16.; 

COMBUSTfVEIS E ELECTRICIDADE VE 134. 3 1s;.o 193. 2 19s.5 
V C o.o +36. 3 +5.6 +2. 7 
VH +14,0 +36.3 +43·9 +47.8 

DIVERSOS VE 132. 5 141.0 149.4 181.5 
V C +2.6 +6.4 +6.o +21.5 
V H +20.2 +20.0 +22.3 +23.0 

TRANS PORTES VE 134.1 146.9 149.8. 164.s 
V C o.o +9.5 +2.0 +lo.o 
V H +16.l +23.4 +16.l +22.9 

COMUNIC.JlJJOES VE 141.2 144.2 219.1 219.1 
V C o.o +2.1 +51.9· o.o 
V li +;a.a +2.1 +55.2 +55.2 

' 
TOTAL SEM HABITAQAO VE 141.5 153.4 159. 2 169.7 

V C +4.6 +8.4 +3.8 +6.6 
V H. +22.8 +19.6 +22.7 +25.4 

FONTE: INE; DCP 

0 

i 
·.Anual ' 

161.5 
-

+22.4 
156.3 
-

.+18. 3 
220.7 -
+10.8 

141.0 
-

+19. 5 

156.6 
-

+23.8 
151.9 
-

+18.8 
178.5 
-

+37 • 3 

145.0 
-

+21.l 

148.5 -
+19.; 
180.5 
-

+34-4 

155.4 -+22.l 
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1974 1975 1976 

J 
i Meeting No. 3 

I 

1977 197'5 -the the the the the the the the tl1e 

1st half· 2nd half·· 1st half 2nd half 1st half 2nd half 15 t half 
nd · 

2 half 15 t hclf 
-

Po~:mla tion 8 537 8 650 8 810 8 947 9 027 9 123 9 143 9 168 9 188 

W-...or force 3 894 4 048 3 993 4 065 4 079 4 161 4 152 4 177 4 123 

;.li_li tary 227 195 147 109 78 65 75 70 73 
Q 

I Civilian errployrrent: :, 3 620 3 767 3 713 3 734 3.757 3 820 3 786 3 781 3 736 

~~iplex::.-ent·'. (1) 47 86 133 222 244 . 276 291 326 319 

lhe.:rplo}T.e.'1.t Rate 1.2 2.1 3.3 s.s 6.0 6.6 7.0 7.8 7.7 

1974 1975 1976 1977 . 1978 

I E:~.?lOYtrBnt ; 
.. 

P!:.iri'3...ry sector 
\' ' 

264 I 1 1 312 1 260 . 1-265 1 282 . 1 286 1 263 1 228 1 187 
Secc~~~ry sector 

of •.·,"hic.11: . . . 1 188. 1 300 l 245 l 268 1 262 l 280 1 250 l 
; 

253 l 283 

j I·'..:L.'"1.1JT,"'cturing 872 962 921 939 955 961 931 905 936 

I Cor.£t..."1:cticn 277 306 280 297 268 284 277 313 298 
i 

T-2rtiary sector 
of v:b.ich: l 162 I 148 1 193- 1 195 1 207 1 249 1 '269· l 294 1 259 . 

P--±llic Afuinistra~on 
l~A li6 l'5A 16A 16~ 177 1'18 17'i 1hA a""!.d 1\rmed Forces 

, .. 

'It)t.?.l ( 2) 3 6.20. .. 3 767 3 713 3 T34. 3 757 3 820 i 786 i 781. -· 3 736. 

N:Jtes: (1) It dcesn't L,clude the tot-al U.'1C..'11ployrcmt of those 'Who returned from Africa · . 
(2) There is a statistical difference between the total and the some of individual items. 

:ca.ta of all series refer to the half-ye?1,rly labOr-force survey carried out through the whole period by ?7ational Inst 
of Statistics CINE - Institute Nacional de Estatistica) .. 

0 . O 0 
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Situngao na profissao 

Pat:rOas 

Isolados 

Trabalhadorea por oonta 
de outrJo: 

' ' -Fa~iliares s outros nao 
' remunerados 

·Outros 

E:rro estat:i'.stico 

TOTAL. . 

:Font·e: IHE - Inq. Perm •.. 
ao Emp. (Valores 
Provis6rios) · 

12 seu. 
74 

20 
(100.0) 
404 

(160.0) 
345 

(100.0) 

492 
(100.0) 

-
3 

1 264 
.(1qo.o) 

22 se:n. 10 sem. ?O sem. 
74 75 75 

21 23 15 
(.105. 0) (115.0) (75.0) 
397 392 413 
(9e.3) "(97.0) (102.2) 
378 357 348 

(109.6) (103 •. 5) (100.9) 
512 485 483 

(104.1) (98.6) (90 •. 2) 

- - 2 

4 .3 4 
1 312 1 260 1 265 

(103.a) (99.7) (100.1) 

~-:ilharcs 

10 sem. 20 se:::i.. 10 ae:n. 20 se:i. 10 se:n. 
76 76 77 77 78 

9 10 9 8 11 
(45.0) (50.0) (45.0) (40.0) (55.0) 
408 395 409 391 372 

(101. 0) ·(97.a) (101.2) (96.8) (92.1) 
313 307 256 263 272 
(90. 7) (89.0) (74.2) (76.2) (78.8) 
532 553 566 549 517 

(100.1) (112.4) (115.0) (111.6) (105.1) 

15 17 18 14 12 
5 4 5 3 3 

II. 282 1 286 1 263 1 228 1 107 
(101.4) (101.7) (99.9) (97.2) (9,.9) 



(·-'1 '\ . 
?()?lIL.AgAO /\CT IVA CIVIL, EnPP.EGADA •;~-DE:S!~_}lJ'TIBGADk-l't"'::I'rtOGURA:·· nt;:,1mrro::El·:ifi.E1JOr SEGU!fOO 

A SI' . .:"LJACAO r.;A P!'WFI3SAO rro SBGi'O;'t SECUlID .. {RIO • i . 

Situa'tao 
... 

na profissao 

Patroes 

Isola.dos 

Trabalhadorea por conta 
de outr~m 

... 
, Familia.res e outroa nao 

remunerados 

Ou.tros 
Erro estat:Cstico 

TOTAL 

Fonte; IHE - Inq. Perm •. 
ao Emp. {Valaree 

· Provisorios) 

0 

10 sec. 
74 

33 
(100.0) 

63 
(100 .. 0) 

1 075 
(100.0) 

11 
(100.0) 

l 

5 

l. 108 .. , 
(1~0.0) 

20 .sem. l"- sem. · 20 oem, 
74 75 75 

35 34 37 
(106.1) (103.0) (112.1) 

70 72 75 
(111.1) (114.3) (119.0) 

1 174 1 118 1 137 
(109.2) (104. •. 0) (105.s) 

14 14 . 13 
(127.3) (127.3) 

·' 
(118.2) 

2 . 2 2 

5 5 4 

1 300 1 245 1 268 
(109.4) (104.e) (106. 7). 

.. 

-o 
•. -: •• ; . :: . . : '.'.: ! :: ; : =:;: :! : ~ :: : : -:: : :; : : :: : : :: : : :! ; : :'. '.: :: : : :: : '::' :: '.!· ;: : : ... '.: '~ !~'. ·~ •• ,, • :! ' ••• '. :, '' :• •. !• • , ••• ~- ••••••• 

10 sem • 20 sem. 10 aem. 20 seo. 
76 76 77 77 

32 27 . .... 33 32 
(97.0) (81.8) (100.0) (97.0) 
68 73 71 77 

(107.9) (115.9) (112.7) (122.2) 
1 139 l 156 1 119 1 113 

(106.0) (107.5) (104.1) (103.5) 
15 16 16 22 . 

(136.4) (145.5) (145.5) (200.0) 
. 

1 4 5 5 

7 4 6 4 
~ 

l 262 l 280 l 250 1 253 
(106.2) (107,7) (105.2) (105.5) 

0 

10 se:n. 
78 

32 
(97.0) 
74 

(117.5) 
1 148 

{106.8) 
19 

(172.7_1) 
,· 
! . 

7 

3 
1 283 

(108.0) 

f 
(D 
rt .... 
I:! 

z 
0 

w 
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\.,, - .... ""-• ...... \.,'C,.; 

Situaqa.o 

Pat~Oes 

Isolados 

na profissao 

Tra ::ialhadO-;t'E:S per conta 
de o:.itr~= 

-' Fai:iliares e outros nao 
remunerados 

Outros 

Erro estat.!otico 

TOTAL 

Fon-ta: IHE - Inq. Perra •.. 
ao Emp. (Va lores . 
P~ovisorios) 

10 sem. 
74 

47 
(100.0) 
134 

(100.0) 
923 

(100.0) 

48 
(100.0 

-
10 

1 162 
(1~0.0) 

.. \.' 

/) I • \.. ,· .. ,-· ,, ) 

SBGl'Oi1 TEHCIAJUO 

212. sem. 112·sem. 212 sem. 
74 75 75 . 

49 45 51 
(.104. 3) (95.7) (1oa.5) 
119 133 127 
(80 •. 8) (99.3) (94.a) 
924 964 960 

(100.1) (104!4:) (104.0) 
48 48 · · 43 

(100.0) (1oq.o) (89.6) 

- 2 -
8 12 14 

l 148 l 193 1 195 
(98.,8) (10;2. 7) (102.8) 

10 sem. 20 sea.. 
76 76 

45 43 
(95.7) (91.5) 
126 135 

· '( 94. o) (100.8) 
979 1 005 

(106.1) (108.9) 
46 50 

(95.a) .(104. 2) 

1 5 
10 11 

1 207 1 249 
(103.9) '(107. 5) 

--·-- ···-·· ·--·-·-"~ - -
~ ·_,,.. '\ 

V 
SEGU!lD0 

10 aem. 20 se:i. 
77 77 

43 ' 41 
(91.5) (07.2) · 
146 i46 

(109.0) (109.0) 
1 020 1 034 

(110.5) .. (112.0) 

47 54. , 
(97.9) (112.5) 

3 6 

10 13 
1 269 1 294 

(109.2) (111.4) 

' 

lw sem. 
78 

42 
( 89 .4) 
153 

(114 .2) 
1 006 

(109. O} 

42 
(07.5) 

4 

12 

1 259 
(100.4) 

z 
0 

w 
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0 19T/ i 1978 

\ ACTI VID:;{)ES 
Jar.oiro A~rll Jul ho Clt;lubro J;ino! ro hl,rll Jullio C\itt,l:ro 

---1---r-----t----+----i-.---1 

PCSCA 

l!~/STRIAS EXTPJ,CTIVIS 

rn r.enta~ao 
P.e~idas 
T:1~aco 
fox tcis 
\'(lstulriC e Ca1~2do 
r1.1d,!i ra e Corti~ 
11~ibili ar! o 
Pa;-.ol 
Tip;;Jrafia 
Curtu;,es 
P.orracha 
Quii:,j c.'.!S 

Polr5Jeo 
PrvJutos ~:ine~fs n!o Metalicos 
~'.eta lurgi cas e !·'.etc11 ccclc3ni cas 
Transforr.adoros Oivorsas 

C0:1STRU7;u E CG~,S P~JUCAS 

flECTRICIDADE, G,~ E f-CUA 

TOT~t 

ccdr:.:io, B·'<'iCOS, SEGUn:JS O?.S/1~:~VEIS 

Co~Srcto 
01ncos, Soguros e op. s/lffiovcis 

105,6 

77,8 

eo,3 
102,5 

82,2 

169,9 

99,7 
116,3 
06,2 

119,4 
·. 91 4 

I 

84,3 
89,5 
93,4 

103,8 

107,G 
110,1 
120,2 

93.£1 

102,7 

125,0 

103,5 
185,6 

105,4 

71,3 

79,3 

102,4 

82,2 

172,6 

9'.} ,2 
115,0 
85,5 

118,4 
91,9 
85,3 
89,9 
91i, l 

1C6,5 

107,5 
109,7 
120,G 

97,8 

102,5 

124,9 

105,2 
185,8 

lOS,O 

73,2 

79,2 

102,5 

82,8 

179,0 

. 99,3 
11!1, 7 
e.6,2 

117,2 
94,5 
85,9 
88,1 
92,9 

lC6,0 

lffi,6 
103,0 
121,7 

100,4 

103,6 

126,0 

lCG,5 
189,7 

1(,Yj,6 106.1 

82,2 01.0 

79, 7 f1.).6 

102,2 101.5 

86,2 

178,8 

99,5 
114,7 

e.611 
115,2 
95,4 
85,4 
85,5 
93,2 

97 .a 
100,1 
1G8,9 
121,0 

108,0 

104,9 

126,5 

81.'• 

171.8 

99.2 
114.1 
S5.3 

U4.4 
95.4 
84.5 
SS.4 
9'3.9 

98.2 

108. 7 
109.4 
120.9 

107.1 

105.9 

126.2 

l r-c. 3 . 105.B VJ1 

193,5 l~.1 

1G5.3 

75.C 

00.3 

101.9 

106.8 

77.9 

B0.3 

l(Q.1 

81.5 12.l; 

173.0 179.2 

93.9 98. 7 
115.0 114 9 

B5. 7 s1:o 
114.6 111f. l 
95.5 95.6 
$!,J 811-.3 
85.8 85.3 
93.3 93.4 

99.0 98.9 

109,4 110.5 
no.2 110.4 
121.4 122. l 

' 

108.2 109. 7 

112. l 114.5 

176.5 126.9 

105.9 
195.1 

105. 7 
W1.6 

10'5.5 
77.0 

81.3 

102.0 

() 
107.5 I 

, 119.1 

TR\IL'iPORTES, AF=·~\2£!'..\WI OJ.lU'.:ICA~'ES 123,G 123,3 124,0 12'•,.0 123.9 123.2 123. l 123.0 

.___so_~~_·1_cm_rE-s:JJ-
1

1_1 s_(2_} _________ __,__13-G,_6_.'-n-s_,3 _ _._14_2 ,_4 __._1_39_,a_.,_n_1._1_...:_-+-1-"s_.2----1~ 

FONTE: M. r. • SJ. • lnqt'5rHos ao tJnprog?. 
flJTAS:(l) Traduz a evnlu{~O do nu.'jem de tr;;balhadores pjr conta de outre.i:.,. 

(2) 1:Jo inclui OS se:;,i~OS domesticos 

] 

~ ;J 
', ;./1 ... 

r·. ,. 
'I 
;:_j 
.. 

···j ... 
··1 
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INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources 

Minutes of Meeting No. 4 
Held. at the Bank of Portugal 

on Thursday, February 8, 1979 at 3:00 p.m. 

Present: 

Portuguese Representatives 

Dr. Cavaco Silva, Bank of Port~gal 
Dra. Constancio, Ministry of Planning 
Dra. Cocco, Ministry of Commerce 
Dr. Matheus, Bank of Portugal 
Dra. Cardoso, Bank of Portugal 

IMF Representatives 

Mr. de Fontenay 
Mr. Osunsade 
Mr. Stuart 

. Mrs. Teigeiro 

1 Introduction: Before proceeding to the balance of payments, 
the meeting discussed a new set of tables on certain real aspects 
of the economy, as follows: {a) Seasonally-adjusted index of 
industrial production: Abstracting from the usually lean month 
of August, the data for 1978 showed a persistent decline in the 
monthly index, following a peak level in May; this was seen as 
confirming the overall impression of a marked slow-down in the 
economy during the second half of the year. {b) Index of Supply 
Conditions for Equipment Goods: this showed a steady decline 
during the first three quarters of 1978 in respect of domestic 
production, and a drop from the second to the third quarter in 
respect of imported •quipment, but an estimated increase in 
both cases for the last quarter of 1978. Why there should be 
an upturn in ·the December quarter in view of the slowdown in 
economic activity could not be satisfactorily explained, except 
that it could perhap• be due to statistical inaccuracies in 
estimation. (c) Stocks of finished goods: A chart provided 
by the Portuguese representatives showed that the stock of 
domestic manufactures rose ·during the fi.rst and second quarters 
of 1978, but declined slightly in the third quarter as sales 
picked up in that quarter. On a related note, the Portuguese 
representatives commented.that the rate of capacity utilization 
in the economy had declined to 77 per cent. {d) Stock Levels in 
Retail and Wholesale Trade: Two charts provided by the Portuguese 
representatives showed that the stocks of retail trade declined 
during the second and third quarters of 1978, while those of 
wholesale trade showed an increase during the first three quarters 
of the year; the Portuguese representatives explained that this 
experience could be seen as consistent with their earlier state­
ment that stocks of imported goods have declined in 1978 while 
those of domestic goods have increased. 



- 2 - Meeting No. 4 

2. Balance of Payments: The Portuguese representatives explained Q 
that balance of payments data compiled for 1978 were based on 
actual data for the January to November period, with the exception 
of foodstuffs and petroleum for which complete annual data were 
available. The data showed that, in US dollar terms, exports 
increased by 20.23 per cent in 1978, and imports by 6.62 per cent 
(see attached table); the corresponding rise in volume terms was 
by 14.2 per cent and 0.2 per cent, respectively. On the same basis, 
the average price of exports rose by 5.3 per cent during the year, 
while that of imports increased by 6.4 per cent. The deficit on 
account of services increased marginally to US $132 million in 
1978; this included a sharp rise from US $179 million to US $327 
million in the net payment of investment income. Receipts from 
tourism were estimated to rise by 44.7 per cent in US dollar terms 
during 1978; during the first nine months of the year, the number 
of tourist nights spent in the country and US dollar receipts per 
tourist rose by 12.2 per cent and 15.3 per cent, respectively, over 
the corresponding period of the preceding year. The main cons­
traint on the growth of the tourist sector now appeared to be one 
of capacity; a marginal increase (about 3 per cent) is expected 
in this capacity during 1979. At US $1,585 million, net receipts 
from private transfers rose by close to 40 per cent in 1978; the 
Portuguese representatives considered this particularly satisfac­
tory in view of the reduction in emigration during recent years. 
All told, the foregoing developments yielded a current account 
deficit of US $943 million (5.8 per cent of GDP) in 1978, or () 
US $0.556 billion lower than in 1977. 

The capital account (including errors and omissions) showed 
an even bigger turnaround in 1978, rising by over US $1 billion 
to US $1,095 million. Net inflow of medium and long term capital 
amounted to US $739 million, of which US $527 million was by the 
pub1ic sector. Net short-term capita1 movements (inc1uding errors 
and omissions) showed a sharp swing from a negative of US $6 mil­
lion in 1977 to a positive of US $356 million in 1978. The 
Portuguese representatives thought that this development was re­
lated in part to a change during the year to a system under which 
importers could be expected to arrange short-term trade financing 
directly with the foreign suppliers, since short-term foreign 
borrowings guaranteed by domestic banks were covered by the credit 
ceilings in the stand-by arrangement with the Fund. As for inward 
direct investment, this was estimated at US $50 million in 1978, 
compared to US $68 million in 1977; the Portuguese representatives 
commented that current expectation was for a pick-up of inward 
foreign investment in 1979. 

3. Trade Performance: The virtual stagnation of the import 
volume in 1978 was attributed by the Portuguese representatives 
partly to the economic slowdown in Portugal and partly to the 
decumulation of stocks. In this connection, they explained that 
the reduction of the 30 per cent impor.t surcharge by 10 percentage Q 
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points on October 1, 1978 has shown no perceptible effect on im­
ports. On the export side, they pointed out that the better 
export performance in 1978 has included an improvement in textile 
exports, particularly in Sweden and the U.K., where Portuguese 
exports amounted to 14 per cent and 10 per cent, respectively of 
the domestic market. 
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Table 1. Portugal: Balance of Payments, 1977 and 1978 

(In millions of u.s. dollars) 

Merchandise Trade (net) 

Exports 
Imports 

Services (net) 
of which: Tourist receipts 

Investment income (net) 

Private Transfers (net) 

Current Account (1 through 3) 

Non-monetary capital (net) 
of which: Medium & Long-term Capital (net) 

Short-term Capital (including 
errors and omissions) 

Overall balance (4 + 5) 

1977 

-2,506 

2,027 
4,533 

.::.1ll 
(403) 

(-179) 

1,134 

-1,499 

89 
(95) 

(-6) 

-1, 410 

Source: Data provided by the Portuguese authorities. 

1978 

-2,396 

2,437 
4,833 

=-ill 
(583) 

(-327) 

1,585 

1,095 
(739) 

(356) 

0 

0 

0 
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Present: 

INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources 

Minutes of Meeting No. 5 
Held at the Bank of Portugal 

on Friday, February 9, 1~79 at 3:00 p.m. 

Portuguese representatives 

Dr. Cavaco Silva 

Fund representatives 

Mr. de Fontenay 
Dra. Constancio Mr. Stuart 
Dra. Cardoso Mrs. Teigeiro 
Dr. Mateus 

At the outset of the meeting Dra Cardoso provided the mission 
with a number of tables, including the monetary survey, monetary 
base, net foreign liabilities of the banking system, use of redis~ 
counts, and utilization of credit ceilings. She noted that the 
data for December 1978 were only estimates based on the weekly 
reporting sheets of the banks. For this reason the final figures 
for the money stock would probably be rather higher. She also 
thought that the weekly figures underestimated domestic credit 
expansion, but not by as much as in the case of the money stock. 
The net foreign liabilities data were relatively firm, so the 
major portion o~ the counterpart to the overestimation of .M2 would 
probably appear in "other items, net.n 

Turning to the evolution of the monetary aggregates 
Dra. Cardoso explained that most of the increase in M2 in the 
fourth quarter of 1978 had been in the form of time and savings 
deposits, particularly emigrants deposits. She explained that 
since the differential between the yield on 6 months' deposits 
and deposits with a maturity of one year was only one percentage 
point, there appeared to be a decided preference among savers 
for six months' deposits. Deposits in this category had shown 
the largest increase among all maturities. At the end of December 
the estimate for the total domestic credit of the banking system 
was just under the stand-by ceiling, however credit to the public 
sector exceeded its subceiling by Esc~ 11.2 billion. She noted 
that the decline in bad debts in December could have been due to 
end-of-year "window dressing" by banks, and thus could be expected 
to rise somewhat sharply in January. She explained that the monthly 
increase in bad debts was al ways deducted from the banks' indi­
vidual credit ceilings, so any increase in subsequent ·months would 
have to be compensated for by a decline in the other components 
of domestic credit. 



( 

- 2 - Meeting No.5 

In answer to a question about the composition of "other items, Q 
net" Dra. Cardoso explained that the foreign currency deposits of 
residents now included in "nonmonetary liabilities" covered the 
proceeds of foreign loans deposited and held in foreign exchange 
with the Bank of Portugal by resident firms such as the Post Office 
until needed for domestic transactions. "Fundos p&blicos para 
concessao de cr,dito" referred to the counterpart of a little used 
credit facility provided by the Central Government to the Caixa 
Geral and the Banco de Fomento for credit to public enterprises. 
She further explained that the rather large increases in ncontas 
diversas" in "other unclassified items" were the counterpart of 
the profits of the banks, especially the Bank of Portugal. Around 
May every year these profits were divided between the Ministry 
of Finance and the banks, with the banks' share being transferred 
to profits, i.e. "recursos pr~prios" in the monetary accounts. 

Mr. de Fontenay asked how the Bank of Portugal's rediscount 
ceilings were set. Dra. Cardoso explained that the rediscount 
ceilings were set as a residual within the framework of the 
monetary base. The monetary base target was itself set by linking 
it to a monetary growth target consistent with the banks indi­
vidual credit ceilings and the overall credit ceiling of the Fund 
stand-by. During December and January considerably less use was 
made of rediscounts than in previous months because the larger 
than expected expansion of credit to ~he public sector had pro-
vided ample liquidity. To correct for this problem as well as Q 
to permit greater flexibility, the rediscount ceilings were now 
being fixed by-weekly instead of monthly. 

Concerning the credit ceilings on individual banks, 
Dra. Cardoso explained that there had been a change in the 
system in September/October. Previously some banks had been 
permitted to exceed their ceilings, because their excess demand 
was generally always compensated for by other banks which failed 
to use up all of their ceilings. Now, however, all banks were 
required to remain within their ceilings. Moral suasion and 
reducing rediscounts were the only penalties used until now in 
deterring banks from exceeding their ceilings. Mr. de Fontenay 
asked why the credit ceilings had not bee~ as fully utilized 
in the fourth quarter as in the preceding quarter. Dra. Cardoso 

r explained that this was due to the change in the system, out­
lined above, and also to an apparent weakening in the demand 
for credit. 

Mr. de Fontenay asked whether any data were available cover­
ing the distribution of credit, particularly preferential credit 
and credit to the public enterprises. Dra. Cardoso explained 
that this was very difficult as the banks did not have their 
loans categorized in that way. She explained that the figures 
for credit and deposits of public enterprises which appeared in 
the Bank's Annual Report for 1977 had been discarded because (:) 
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they were considered too unreliable. A list of public enter­
prises was given to the banks, but the accounts were apparently 
kept haphazardly, and there was a significant amount of double 
counting in the statistics. Other problems arose in try~ng to 
classify credits by maturity. Loans which were in fact rolled 
over every six months, were classified by their final maturity 
date which was usually considerably longer. Dra. Cardoso did 
note that the data which had been received from the Caixa Geral 
since July on credit to public ent~rprises were reasonably good, 
and the Caixa was one of the major lenders to such entities. 
Some 40 per cent of the Caixa's credit to the private sector 
went to public enterprises. Looking only at data received from 
the Caixa, credit to public enterprises had apparently risen 
much faster in 1978 than in 1977. In addition credit for hous­
ing had also increased sharply at a rate of about Esc. 1.0 bil­
lion per month. Much of this increase, however, was due to the 
decentralization of the Caixa's loan approval system at the end 
of 1977, which had considerably reduced administrative delays. 

Mr. de Fontenay asked how the preferentiaL credit system 
operated. Dra; Cardoso explained that an application for a 
subsidized credit is first submitted by a bank for approval by 
the Bank of Portugal. If the request is granted the bank then 
lends the funds to the borrower at the subsidized rate and re­
ceives the subsidy from the Bank of Portugal. The subsidy is 
financed from the Bank of Portugal's compensation fund which 
also collects the interest surcharge on consumer durables. Any 
shortfall is financed by the Bank of Portugal. Administrative 
delays were apparently quite common, biasing the statistics 
accordingly, but Dra. Cardoso undertook to prov~de the mis­
sion with data on the amount of credit actually subsidized and 
the interest rates paid. 

Mr Stuart asked how important was the Government's role 
in the housing sector. Dra Constancio explained that of 
38,000 houses finished in 1978, some 6,000 had been built at 
public expense. These were financed by the budget and through 
the Caixa, and were rented out at.subsidized rates. Under the 
new law for local authorities, the responsibility for building 
subsidized housing would be transferred from the central govern­
ment to the local authority. 

Mr. de Fontenay asked whether there had been much switching 
between domestic and foreign financing by firms in 1978. 
Dr. Cavaco Silva pointed out that all foreign borrowing by 
banks or with bank guarantee was subject to the stand-by ceilings. 
Direct foreign borrowing outside the ceilings by Portuguese 
firms was quite uncommon as few firms except Petrogal or the 
Post Office were sufficiently well known to be able to borrow 
abroad. In addition, rising foreign interest rates and the present 
system of depreciation made such borrowing relatively unattractive 
to most firms. Within the ceilings, the banks, which only received 
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a commission for their services instead of the full interest () 
rate, apparently preferred to lend from their own resources as 
their gross foreign liabilities, nearly all of which represent 
bank guaranteed foreign debt to the private sector, declined 
during 1978. 
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128 4.52 

229 S9S 

l 24! 

228 

3 256 
(Z 8S4) 
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(3 064} 

33 010 

l ~J 
6 467 

6 259 

l 710 

3 821 

722 

208 

36 594 

13 675 

10 206 

3 469 

3 122 

- 79 

- 3 

-l 464 

4 658 

(3 399) 

34 261 

5 677 
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49 
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0 I Jr.educ.onto 
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t ;.,J ~ 1 b-<tiS' !J'G 8 o o 6 2. 0 Z..2. 108'3j- . Ao 81 =t! 'i 4, ,z. 'B -l-, 22. :l 
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C. 

cl 

t). 

U.r..bi.µtiu 

fhe on I.l!F Cllcd.U: 

3. I.S. c,\rdW 

&Ua.tCJta1. a.g,teemen.t.s 
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u.th~ .... 
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S.V.R't. 
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(T.'HER 6,-IJ;KS
1 ne..t 

u.,b.U .. Wu 
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1 
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, 
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A. E~~~ OF rCRTUGAL, NET 

U.c..UUUCJ 
U5 c c 5 l/.lF e,'led.U 
B.1 .S. c.tu?.dlt/, 
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l1ti:e.,, 

Cur11iCa.U.ve. plW 6.ltt. on 
sold Ml<?,4 

G<Jtd 

S.V.R'4 
Fo.,ugn e.clta.ngc 

Blf,::tew.l ag.,eeme~ 

6. ~lTfl[R &\.'IKS, net 

Uabili.tiu 
AH,•t ~ 

c I t:c'W r:::,:nrs, 1911 

V. TOTAL IA+6fC•C 1l 

u.s.t p~'l S.V.R 14 1 

E~c. pC.'t s.V.R'i I 

E!c. pe, 11.S.~ 

I' 
• I 

..__ _________ .. ---1 

0 

June 

106 Eac. 10° US$ 

36,055 7:.9.71 

9U,io7 I 911.11 

13,084 286. S8 
32, 114 703.39 

- -
- -

32,785 118.0S 

· 12,286 269.09 

S4, 'I. I'/. 1 I g7 .40 

43,BSS 961.'l.1 

- -
10,327 '1.26. 19 

- -
' 
~7, 102 606.1S 

53,649 I 284.58 
30,947 611.H 

18,386 402.71 

82,143 1799.11 
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56,592 

45,656 

,, . 
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·:: J •• \ ......... , ... .;.·· 
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;it ,331 71i.. 71 ti I 1::;s .Jii!i. Iii 23,0~5 501.81 11, ,J 1 S 331. 7.J 13,318 :'H.4S 

'13,855 Z 17S.94 98,04,i l 16tJ.64 91,027 2 13B,05 96 821 ~ ru:s.s 1()]....Qlf " f5& lit I 
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I 
31,543 

I - - - - - - - - - -
I • Ii'/. 3 .07 4 .09 s .12 3 06 
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- - - -- - . - - - -
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- - - - - - - - - -

27,918 616.BI 27 oss S96 rs 'l.S ,.JJ.0 561 g,; 2Z '1?1 S29. 11 111 'Jo• 4i3.,1; 

61,6./3 1 359,0C 59,112 I 31!i.88 51,931 I 216.57 54,850 1 26 '/.. 31 SS,6.H 1 188.'l.1 
33,665 74'/..19 32, 6:4 719. 60 32,162 108.11 31, 8 5\1 733. 20 35,342 754,8S 

18 267 4V2.11 I B,'li4 fll'l..11 IS,27S 402.71 11 499 402.71 18 855 402. 71 
.. 

78 576 l 732..1.'I 66 HO 1.464.BO 67 090 1 478.38 . SJ.. 9(15 1 263. 56 5'1..466 1 120. S9 -· . t' ... 

-.• . 
I 

. 
1.25986 1.21081 1 ,28107 1,34819 1,21241 
57,146 57,661 SB,136 ·' 5B,60B S9,S74 

45,359 45,318 45,381 43,4S2 
, 

46,B'l.O 
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Present: 

INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources 

Minutes of Meeting No. 6 
Held at the German Embassy (Lisbon) 

on Friday, February 14, 1979 at 4:00 P.m. 

German Embassy IMF Representative 

Mr. Osunsade Mr. Jurgen Oestreich 
(Economic Counsellor) 

I. Introduction: The meeting was convened to get a clear idea 
about the flow of German financial assistance to Portugal. 
Specifically, as part of an effort to have firm data on the 
capital account of the balance of payments, it was desired 
to ascertain (a) disbursements of German aid on annual basis, 
(b) any repayments falling due, and (c) aid commitments in 
the pipeline, including probable draw-downs in the near term. 

·In response to questions in the above-mentioned areas, Mr Oestreich 
commented as summarized below. 

2. Size of Aid Program: Beginning in 1975, official aid to 
Portugal by the Federal Republic of Germany has amounted to 
roughly DM 70 million per annum in terms of commitments, making 
a cumulative total of DM 280 million by the end of 1978. Of 
this to'tal, only about DM 50 million ( some US $24 million) was 
estimated to have been utilized during the four-year period. The 
slow rate of draw-down was attributed to administrative and tech­
nical constraints in project preparation and other factors 
limiting absorptive capacity. For 1979, disbursements are ex­
pected to increase to about DM 70 million, or some US $35 mil­
lion. The terms of the financial assistance are: 10 years grace 
period, 30 years original maturity, and interest at a rate of 
4 1/2 per annum. Except for an insignificant amount, use of this 
financial assistance is not tied to purchases of German goods 
and services. As for amortization payments, these have related 
to loans given before the revolution. Because of the slow rate 
of draw-down, continued repayments on old loans have entailed 
little net inflow of German aid; indeed, a net outflow was regis­
tered in 1976. For the foresseable future, commitments are 
expected to continue at the same annual rate of some DM 70 million. 
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3. Aid Projects: German financial assistance to Portugal is 
channelled generally to projects that are labor-intensive and 
have low import content. The already agreed projects within 
this framework are the following: 

1. Rural Electrofication 
2. Development of feeder roads 
3. Construction of fishery ports 
4. Flood control program 
s. Irrigation projects 
a. Railroad modernization {DM 9 million pledged in 1978) 
7. Establishment of a Project Study Fund {to finance 

pre-feasibility or feasibility studies). 

As regards aid administration, the procedure is for the Portuguese 
Ministry of Planning and the German Embassy in Lisbon to agree 
first on the relevant projects; thereafter, the related financial 
transactions are between the German aid agency {Kreditanstalt 
fur Wiederaufbrau, KFW) and the Portuguese 'Junta Nacional do 
Credito Publico'. 

C 

C 
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Present: 

INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources 

Minutes of Meeting No. 7 
Held at the Bank of Portugal 

on Monday, February 12, 1979 at 9:30 a.m. 

Portuguese representative 

Mr. Rodriguez (Head, Capital 
Income Division of the Bank 
of Portugal) 

IMF Representative 

Mr. Osunsade 

1. Summary of Data: Mr. Rodriguez provided tabulated data show­
ing that (a) the number of remittance applications subjected to 
phasing was 5 out of. a total of 34 received during ·the three month 
period ended-in January 1979 Ci,;:-, 15 per cent), compared to 
52 out of 1.1§. (or 29 per cent) during the preceeding 12 month 
period; and (b) the average waiting period for phased applica­
tions was~ days during November 1978 through January 1979, 
compared to 91 days in the seven months to mid-1978 and 70 
days during the July-October period of 1978. By early February, 

·the delay was reported to have been further curtailed to about 
~ month. Mr. Rodriguez promised to supply requested data on 
the outstanding number of pending applications for remittances 
of profits and dividends, together with the value of the cumu­
lative backlog. 

2. Historical Background: In an effort to establish the point 
that the present practice amounted to a liberalization as com­
pared to the practice previously in place, Mr. Rodriguez des­
cribed the evolution of the system as follows: The period of 
about three years immediately following the revolution in 
April 1974 was characterized by a very low limit on individual 
invisible payments (including those for investment income) that 
the banks were permitted to authorize (in the Fund's Annual 
Report of Exchange Restrictions for 1976 and 1977, this limit 
ranged between Esc. 30,000 to Esc. 60 1 000, i.e., under US $2,000). 
Those wishing to make outward remittances beyond this limit were 
required to make applications to the Bank of Portugal; however, 
because of the tightness of the foreign exchange situation, such 
applications were rarely granted. Abstracting from possible 
remittances outside the banking system, this situation meant 
that several foreign-owned enterprises in Portugal resorted to 
a more or less involuntary ploughing-back of profit ·c re-investment). 
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With the introduction, on August 24, 1977, of a new Invest­
ment Code, remittances of investment income were placed on a 
free basis, with, however, a provision for possible phasing 
of such remittances if it was felt that the balance of pay­
ments position was threatened. This liberalization was followed 
by a rapid increase in remittance applications, including pent­
up applications. As a result, the authorities felt the need 
to invoke the phasing provisions of the Investment Code, begin­
ning during the third quarter of 1977. However, as the flow 
of remittance applications has settled down over time towards 
a more normal rate, the authorities have been able to curtail 
the phased proportion of these applications as well as the 
average waiting period. Moreover, the minimum single amount sub­
ject to phasing has been increased over time; in Jury 1978, it 
was raised from the equivalent of US $40,000 to the equivalent 
of US $250,000

0 
According to Mr. Rodriguez, the currently pre­

vailing waiting-period could be attributed largely to adminis­
trative bottlenecks. 

In reply to a question as to why problems about profit remit­
tances should be reported only by the British, Mr. Rodriguez 
explained that this must be related to the experience of a British­
owned firm operating in the wine industry. On the basis of a ~ 
revaluation of its assets, this company had submitted unusually 
high profit figures to be remitted in respect of 1977. The 
Capital Income Division of the Bank of Portugal, however, took 
the view that this case involved strictly a repatriation of 
capital, rather than a pure case of profit remittances; and the 
Bank's Legal Department subsequently reached the same conclu-
sion. The company's application was therefore later passed on 
to the section of the Bank of Portugal dealing with capital 
repatriation. 

( 

C 



Present: 

INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources 

Minutes of Meeting No. 8 
Held at the Bank of Portugal 

on Monday, February 12, 1979 at 3:00 P.m. 

Portuguese representatives IMF representatives 

Mr. de Fontenay Dr. Cavaco Silva, Bank of Portugal 
Dr. Ohen Goncalves 
Dra. Teodora Cardoso, Bank of Portugal 
Dr. Alfredo Amaral 

Mr. Osunsade 
Mr. Stuart 
Mrs. Teigeiro 

At this meeting the outturn of the public sector budget for 
1978 and the implication of the recently published law on Local 
Authorities Financing were discussed. Dr Ohen Goncalves pre­
sented two tables, one showing the financing of the deficit of 
the state and the public sector in 1978 and one Showing the 
consolidated accounts for the public sector in 1978. He indicated 
that the data on the .state were firmly based, but given the large 
number of public entities covered by the definition of the public 
sector, the results for the publ.ic sector were somewhat more 
preliminary. For the state, the deficit of Esc. 79.l billion 
was adjusted for the amortization of existing debt and the effect 
of the complementary period, and this total was compared to known 
sour.ces of finance. This yielded the. discrepancy item which cor­
responded to net other treasury operations. This item included 
is inflows some borrowing abroad, mainly PL480 loans. These 
.oans were considered as financing items in the accounts of the 
ublic sector. Outflows in this account included some subsidies, 
oans and expenditures. For the public sector, this discrepancy 
tem represented a residual item. 

The adjustment for the complementary period consisted of: 

:ect of comple­
'.tary period 

Esc. 17.0 billion expenditure paid in Jan. 1978 
Esc. 22.4 billion expenditure paid in Jan. 1979 

5.4 billion 

The table on the Consolidated Accounts of the Public Sector 
.cated a current account deficit of Esc. 26.l billion and an 
·all deficit of Esc. 79. 9 billion. The deficits were much 
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higher than had been anticipated in March 1978 and even in the 
original budget. In preparing the forecast outturn for the budgE 
the budgeted receipts had been used as well as historical utili­
zation rates of appropriations -- 95 per cent for personnel, 
92 per cent for expenditure· on goods and services and 90 per ce1 
for investment expenditure of the plan. In the end, utilization 
rates had been much higher, close to 100 per cent. In addition, 
the Government had anticipated some expenditure for 1979 by appr< 
priating a number of expenditures late in 1978. After fully 
utilizing the Esc. 10 billion provision for unallocated appropri· 
ations, the following proposals for new expenditures were presen1 

Appropriations in December 1978 
(Billions of escudos) 

Subsidy for Supply Fund 2.4 
Increase in health services 3.2 
Sines projects 2.0 
Railway subsidy o.7 
Pension Fund for Railroad o.4 
Credit for refugee investments Q....&. 

Total 9.3 

There had also been an unanticipated expenditure for intere: 
on public sector floating debt of Esc. 1.2 billion but this was 
more than offset by the fact that total interest payments were 1 
than budgeted. The increased appropriation for health services 
raised the total excess for the year to Esc. 6.6 billion. Also 
contributing to the higher than expected expenditure was the 
increased expenditure of the employment fund (Esc. 1.5 billion) 
and the higher pensions paid by the social security system 
(Esc. 4.2 billion on an annual basis) which had been reviewed 
with the staff mission in November. Mr. de Fontenal asked if 
increase in pensions after presentation of the budget, which b 
contributed to the overruns in 1978, was a normal timing patt1 
Dr. Ohen Goncalves replied that even for 1979, the budget had 
been prepared on the basis of the existing level of pensions 
though increases were considered possible. 

Turning to tax receipts, Dr. Ohen Goncalves reported th; 
there had been a shortfall in indirect tax receipts of Esc. 
billion, despite an increase during the year in the tax on 
gasoline. The shortfall.on the transactions tax was Esc. 5, 
billion of which Esc. 1.7 billion was due to the failure to 
extend the tax to a list of services, even though the measu 
had received Parliamentary approval. In addition, budgeted 
receipts for the transactions tax had been traditionally o, 
estimated, as the average rate for the tax applied to nati· 
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accounts estim~tes for expenditure suggested receipts should 
be much higher than in fact they were. Finally the increase 
from 12 per cent to 13 per cent in the basic tax rate which had 
been introduced in May was not effective until June, as receipts 
are collected with a two month lag. 

Receipts from customs duties and the import surcharge had 
been Esc. 1.2 billion and Esc. 1.5 billion less than had been 
budgeted, and were less than the receipts for 1977. There had 
been an increase in the number of importers asking for exemptions 
under the drawback scheme for exporters, and collections were 
delayed until requests were processed. Also, some receipts from 
both the surcharge and import duties may have been classified 
with other treasury operations, which would be corrected in the 
final figures for 1978. In forecasting revenue from the surcharge, 
account had been taken of the reduction in the surcharge, but in 
general the forecast had been too optimistic. Receipts from the 
tobacco tax'and stamp duties had been disappointing due to the 
delays in taking tax measures in 1978. Only the taxes on gasoline 
and car sales had exceeded expectations. 

As for direct taxes, only the complementary tax receipts 
had been surprising. Collection of the tax had only begun in 
December, compared with the more normal time of August or 
September. As a result, some collections would only be made 
in January and February 1979. The delay in collecting this tax 
was related to delays in issu'ing tax notices for the real estate 
tax until October 1978. This was due to problems with the com­
puterization of the collection of this tax, which would delay 
receipts until early 1979. The lower than expected receipts from 
the professional tax were related to an over estimation in the 
budget regarding the elasticity of the tax as nominaL incomes 
rose. There were also indications of tax evasion .within the 
liberal professions. Receipts from other taxes had been fore­
cast fairly well. 

The total increase in tax receipts for the state had been 
only 21 per cent in a year of important tax increases -- a 15 
per cent surcharge on direct taxes except the professional tax 
where the surcharge was 10 per cent, an increase in the trans­
actions tax from 12 to 13 per cent and important increases in 
stamp duties and taxes on tobacco and alcohol. It had been 
estimated in the budget that the increase·in receipts due to these 
measures alone would total Esc. · 11 billion; in the end total 
receipts had risen by only Esc. 19 billion. 

Dr. Goncalves indicated that monthly figures for the stamp 
duties and the transactions tax revealed a declining trend which 
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he felt was related to a recession in the economy. Even annual 
projections based on October data had proved to be overoptimistic. 
Direct taxes had not exhibited such a trend -- annual projections 
based on August data had been reliable. There were also indica­
tions that tax payments were being delayed as a means of subs­
tituting for high cost credit. 

Looking at the current accounts of the subsectors of the 
public sector, Dr. Goncalves noted that he would supply a table 
showing the outturn for the components of the public sector. 
Latest estimates suggested that only the state had a current 
deficit. 

Current Balances in the 
Public Sector 

(Billions of escudos) 

State 
Autonomous Services 
Autonomous Funds 
Local Authorities 
Social Security System 

-38.o 
1.0 
8.2 
1.3 
1.5 

The subsectors had achieved this surplus, however, because 
of transfers from the state. These included a transfer of 
Esc. 31

0
5 billion to the autonomous services (Esc. 14.2 for medi­

cal services) Esc. 3
0

5 billion to the local authorities, and 
Esc. 5

0
6 billion to the supply fund. The unemployment fund had 

a surplus of Esc. 5 billion and transferred Esc. 3.5 billion to 
the social security system for payment of unemployment benefits 
and Esc. 1.0 billion to the Manpower Development Fund. The Social 
Security System had a surplus of Esc. 1.5 billion, receiving the 
transfer from the Unemployment Fund and Esc. 3 0 1 billion from the 
state for pensions of railroad workers. 

On capital account, the Unemployment Fund transferred 
Esc. 2.0 billion to the state and the state in turn transferred 
Esc. s.o billion to the local authorities. It was difficult to 
breakdown in a detailed way capital expenditure by the state. 

By way of summary, Dr. Goncalves noted that, as in the 
past, the outturn for the state budget was a good indicator 
for the remainder of the public sector. In particular, in 1978 
the state had helped finance the deterioration in the accounts 
of the rest of the public sector, thus raising its current deficit 
to Esc 38 billion The balance of all other subsectors had been . . ' 

0 

0 
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better than budgeted, except for the social security system 
where the surplus was Esc. 1 0 5 billion compared to the budgeted 
figure of Esc. 3.5 billion. Within the budget for the state, 
interest or the public debt had been lower than budgeted, 
subsidies had been Esc. 10.5 billion vs. Esc. 11.3 billidn in 
the budget and there had been no increase in current expendi­
tures. There had however been a short-fall of Esc. 23 billion 
in current receipts: tax revenue contributing Esc. 14.9 billion, 
current transfers not received from social security, Esc. 6.2 
and property earnings Esc. 1.7 billion due to no profits being 
remitted from public enterprises nor rent on state land held in 
the area of the Agrarian reform (which accounted for Esc. o.4 
billion of the Esc. 1.7 billion). Perhaps Esc. 0

0
6 billion in 

budgeted receipts from minting was presently being accounted in 
other treasury operations. Capital receipts had been affected 
by the fact that the Unemployment Fund had transferred only 
Esc. 2 billion vs. the budgeted figure of Esc. 5 billion. 

Mr. de Fontenay asked about the implications for credit 
demands by the public sector in the first quarter of 1979, 
particularly in light of the spending in the ~omplementary period 
of Esc. 22.4 billion. Dr. Goncalves replied that the subsequent 
deposit of tax receipts, including the postponement until early 

. 1979 of collec.tion of 1978 taxes, would limit the increase in 
public sector credit from the banking system to Esc. 13.0 billion. 

Mr. de Fontenay asked if it were possible to identify the 
subsidies and capital transfers that went to the public enter­
prises in the budget results. Dr. Goncalves reRlied that 
subsidies totalled Esc. 10

0
5 billion, for which a breakdown was 

available and would be provided. Approximately 40-50 per cent 
went to the railway company and other transportation companies. 
Subsidies were also provided to some industrial and fishing 
companies and newspapers. The original budget had provided for 
subsidies of Esc. 10

0
3 billion; the railway subsidy had been 

increased in December as noted earlier and there was some under­
spending of the total appropriation for subsidies, as per usual. 
The other type of financing to public enterprises consisted of 
increases of Esc. 7.2 billion in equity capital for firms. A partial 
breakdown showed: 

Increases in equity capital in 1978 
(Billions of Escudos) 

EDP 
Quimical 
Urban Transport, Lisbon 
Maritime Transport 
Institute for State Participation 

o.5o 
o.65 
1.20 
0.21 
1.20 
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In reply to a question about how the amount of subsidies 
and capital transfers ~was decided, Dr. Goncalves indicated that 
for 1979 it had been decided to reduce the level of subsidies 
while increasing the amounts for new equity subscriptions. 
Subsidies would be limited to Esc. 6

0
0 billion of which the rail­

ways would take an important share and share capital would be 
raised to Esc. 11.5 billion. It was hoped that the lower level 
of subsidies would result in better management of firms. How­
ever, there were no specific provisions for raising charges of 
the public enterprises to lower their operating deficits and 
emergency amounts could be made available out of the unallocated 
appropriations or through other treasury operations. It was also 
possible for firms to borrow directly from banks although firms 
in real difficulty required a guarantee of the state. The state 
was careful in granting these guarantees and there were legal 
limits on the total value of guarantees. On domestic guarantees 
the limit was Esc. 43.5 billion and on external debt the ceiling 
was US $1. 7 billion. Dra· Cardoso noted that commercial banks 
were also quite particular in their lending to public enterprises. 

Regarding subsidies in support of the system of subsidized 
prices, Dr. Goncalves noted that the subsidy for the basket of 
essential commodities had been set in the budget at Esc. 8 bil-

C 

lion but this may have been exceeded. The supply fund had been ( 
budgeted to provide Esc. 17.7 billion for subsidies but these 
had likely risen to Esc. 19.2 billion. 

On the question of indemnification bonds, it was indicated 
that no bonds had yet been issued but individuals had submitted 
to banks declarations of amounts to be compensated and it was 
expected that some bonds would be issued in 1979. The budget 
for 1979 contained provision for Esc. 2 billion in interest pay­
ments on these bonds. 

In reply to a question on the relationship between interest 
paid on debt held by the Central Bank and profits of the Central 
Bank transferred to the Government, the Portuguese representa­
tives indicated that the general rule was for a one to one 
relationship. There was however a lag as interest payments 
were made in December and January and profits were transferred 
in May. For example, in 1977 the Central Bank received Esc. 6 
billion in interest payments on Central Government debt and 
transferred profits of Esc. 5.8 billion in 1978. Meanwhile, 
in 1978 interest payments were Esc. 11 billion and these would 
be transferred to the Government in 1979. 

Mr. de Fontenay asked about the financial position of the 
social security system. In reply, it was indicated that as a 
result of the shifting of the responsibility for medical servic 
to an autonomous service, the main expenditures of the social 
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security system were for old age pensions, family allowances 
and unemployment benefits. There were indications that the sys­
tem was having considerable difficulty in collecting revenues, 
although in 1978 receipts had risen from Esc. 46 billion in 1977 
to Esc. 56 billion with no increase in rates. 

The discussion then turned to a review of the new Local 
Authorities Financing Law, which had been published on January 2, 
1979. It represented an important change in the fiscal system 
and it was the intention of the government to proceed slowly 
in implementing it. The main difficulty with the law was that 
it provided for the almost immediate transfer of important amounts 
of money from the Central Government to the local authorities 
with no corresponding transfer of responsibilities for providing 
sarvices. Working groups had been set up in various ministries 
to review which services currently being provided by the state 
could be shifted to the local governments. The law consisted 
of three parts or tranches. The first part would transfer revenue 
from the real estate tax and the stamp tax on automobiles to 
the local authorities. This would represent Esc. 4

0
4 billion. 

In addition revenue of some other public entities related to 
tourism would be transferred, amounting to Esc. o.7 billion, for 
a total of Esc. 5.1 billion from the first part of the law. 
The second part of the law would transfer 18 per cent of revenue 
from almost all of the remaining direct taxes, representing a 
total of Esc. 8.3 billion. The third part, which was not to 
be implemented immediately, would involve an attempt to bring 
the total transfers from the second and third part of the law 
to 18 per cent of Central Government expenditure. The third part 
alone would require the transfer of Esc. 28~2 billion. The-
total amount of transfers would be divided among the municipa­
lities according to various demographic and socio-economic indi­
cators such as population, surface area, per capita income, number 
of young and old people, etc. On the expenditure side some of 
tAe working groups had taken decisions, for example responsibility 
for schools would be transferred to the local authorities. 



FINANCING OF THE PUBLIC SECTOR DEFICIT - 1978 

(in billions of escudos) 

State 
Budget 

Deficit 79,1 

Amortization of debt held by nonbank 
public 0,9 

Adjustment for complementary period -5,4 
/ 

Discrepancy (a) -2,6 

TOTAL 72,0 

Financing 

Domestic nonbank borrowing 5,0 

Foreign borrowing 20,6 

Net credit obteined from the banking 
system 46,4 

TOTAL 72,0 I 

( 

Publ i, 
Secto 

79, 

o, 

-5 '' 

+4, 

79, 

C 
5, 

26 

4' 

I 

(a) Includes movements in treasury operations, namely foreign borrowin1 
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Consolidated Budget of the.Public Sector 

(in billions of escudos) 

1 9 7 8 

12, f :V_. \9i 9 
'. , .. ·• :,. '\.r 

Original 
Budget 

Estimated outturn 

urrent receipts 

Direct taxes and contribution to 
social security 

Indirect taxes 

Transfers 

urrent expenditure 

Goods and services 

C)ubsidies 
i"ransfers 

Interest on public debt 

Current balance 

pital expenditures 

Fixed capital formation 

Capital transfers 

Net lending 

ltal receipts 

:apital balance 

verall budget balance 

225.9 

107.2 

106.3 

12,4 

230.8 

115.7 

29.1 

60.3 

25.7 

- 4.9 

59.1 

42.4 

6.3 

10.4 

3.7 

-55.4 

-60.3 

(March 78) 

225.9 

107.2 

106.3 

12,4 

222.6 

105.8 (a) 

28,3 

63.5(a) 

25.0 

+ 3.3 

54.8 

36.6 

6.0 

10.2 

· 3. 7 

-51.l 
· ·-47. 8 

,AO?,, 0 
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.t3b.C, 
)/?...LI 
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:2.1.r 

-1,.A 
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)}.) 
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-+'t.~ 

,::pen.c.itut"e with refugees and civil servants from Overseas have been classified as 
rrrent transfers. 
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INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources 

Minutes of Meeting No. 9 
Held at the Bank of Portugal 

On Tuesday, February 13, 1979 at 3:00 p.m. 

Present: 

Portuguese representatives 

Dr. Cavaco Silva 
Dra. Constancio 
Dr. Abel Mateus 
Dr. Alfredo Amaral 

IMF representatives 

Mr. de Fontenay 
Mr. Osunsade 
Mr. Stuart 
Mrs. Teigeiro 

1. Introduction: The meeting was convened to discuss external 
debt developments, investments by the public enterprises, and 
administered prices in the public sector. Owing to the unavoidable 
absence of Dr. Cavaco Silva at some stage during the meeting, 
clarification of certain aspects of external debt developments 
was postponed until a later date. 

2. External Debt: According to the available information pro­
vided by the Portuguese representatives, the end-of-year stock 
of external debt of Portugal, including short-term debt (i.e., 
those with an original maturity of less than one year) increased 
from US $2,892 million in 1976 to US $4,426 million (or by 53 per 
cent) in 1977, and to a provisional US $5,420 million (by 22 per 
cent) in 1978; excluding short-term debt, the corresponding figures 
are US $937 million, US $1,115 million (a 19 per cent increase) 
and US $1,348 million (21 per cent increase), respectively. Abs­
tracting from the foreign debt of the Bank of Portugal, the out­
standing end-of-year stock of external debt for 1976 to 1978, 
inclusive, would be US $586 million, US $807 million, and US $1 1 509 
million, respectively, representing an annual increase of 38 per 
cent and 87 per cent during the two latter years. The private­
sector components of the debt (both those with and without Govern­
ment guarantee) possibly included an uncertain amount of undis­
bursed funds. On the basis of external debt outstanding at the 
end of 1978, debt service payments (excluding those by the Bank 
of Portugal) were estimated by the Portuguese representatives 
at US $1,173 million in 1979 (or 36 per cent of 1978 exports of 
goods and services). 

Commenting on the quality of the available data, the Portuguese 
representatives stated that it was as yet virtually impossible to 
reconcile changes in the debt stock with capital movements in the 
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balance of payments; one reason given for this related to the 
exchange rate factor, which would affect flows and stock valua­
tion differently. The currently available data on the debt 
stock had been based on information obtained directly from the 
users' side. On the question of the existing machinery for the 
collection of data on external debt, the Porguguese representa­
tives explained that three main agencies were involved -- the 
Treasury, the Junta Nacional do Credito Publico, and the Bank 
of Portugal; a new unit was being set up in the Bank to coordi­
nate the whole exercise. As regards authorization, it was pointed 
out that all external borrowing with an original maturity exceed­
ing ·one year is subject to pri_or authorization by the Bank of 
Portugal; even for maturities shorter than one year, such authori­
zation would be required in cases involving importation of essen­
tial goods -- such as wheat or oil. 

3. Investment Spending by Public Enterprises: Data provided by 
the Portuguese representatives on the scope and activities of 
the public enterprises could be summarized as follows: 

(i) Total number of Public Enterprises (including 13 
mixed enterprises): 74; of which 

C 

(ii) Number of Enterprises which presented Investment 
Proposals for authorization in 1978: 51; of which () 

(iii) Those which received spending authorization from 

(iv) 

the Ministry of Finance and Planning: 25. 

Number of Enterprises which submitted reports 
their investment operations during the year: 

on 
35. 

In summary, data provided for public enterprises in the 'indus­
trial' and transportation sectors showed the following features 
for 1978: 

a. Industrial Sector 

(i) Authorized total investment: Esc. 22.9 billion: of 
(ii) Financing from the State 

budget : Esc. 4.0 billion 
(iii) Self-financing : Esc. o.4 billion; the 

other financial resources being raised in the form of domestic 
credit and external credit. 

w 
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b. Transportation Sector 

(i) Authorized total investment: Esc. s.2 billion; of which 
(ii) Financing from the State 

budget . Esc. 1.8 billion, . 
(iii) Self-financing : Esc. o.8 billion, with 

domestic and external credit supplying the other means of finan­
cing. For a separate list provided on ~ublic enterpri~es in the 
transport and communication sectors, it was explained that requested 
investments in 1978 amounted to Esc. 18 billion; authorized in­
vestments totaled Esc. 14 billion, of which actual investments 
amounted to Esc. 8

0
49 billion. 

Ou the scope of these enterprises, the Portuguese representa­
tives explained that they covered a wide range of firms in manu­
facturing, electricity, water, gas, transport and communication, 
but did not include cooperatives. There were, however, certain 
cases in which an enterprise's operations included participation 
with private businesses -- i.e., mixed enterprises. On the nature 
of the institutional arrangement, it was explained that, by law, 
prior authorization by the Ministry of Finance and Planning was 
required for investments by these enterprises. In practice, 
however, some of the investments were undertaken without the 
Ministry's authorization. In 1978, requested authorization of 
investments by these enterprises totaled Esc. 58 billion, of which 
Esc. 30 billion was actually approved. As for a Technical Group 
that was set up to screen investment requests by the public enter­
prises, the Portuguese representatives pointed out that the Group 
had ceased to function since August 1977; subsequently, authori­
zation decisions had been taken by the Ministry of Finance. In 
general, the decisive criteria in granting the investment appli­
cations included overall domestic budgetary constraint and the 
balance of payments constraint. It was explained that invest­
ment approvals included specified limits on any necessary recourse 
to domestic bank credit. On the relationship between the capital 
account of the state budget and the budget's contribution to the 
finances of these enterprises, the Portuguese representatives 
pointed out that the former was decided only as a global sum; 
allocation therefrom to individual public enterprises was deter­
mined on the basis of such criteria as the implementation capacity 
of the relevant enterprises and the need to stimulate economic 
activity in particular sectors deemed to be in difficulty. As 
for the authorization limits for 1979, the Portuguese representa­
tives explained that the details of these were still being worked 
out. 

4. Administered.Prices: The discussion of administered pricing 
in the public sector sought particularly to clarify the questions 
of (a) on what basis decisions were taken to change these prices; 
(b) what was the usual time-table; and (c) what was the time­
table specifically for 1979. No firm information was provided 
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C 
on the last-mentioned question; though it was pointed out that 
work was under way regarding domestic price adjustments in res­
ponse to the increase in oil prices announced by OPEC. In­
creases in all these prices, however, usually took place in the 
first half of the year. In 1978, the prices of gas, electricity, 
water and communications were raised in March, and those of the 
items in the 'basket' in April. The underlying objective for 
these price increases was to strengthen the financial position 
of the relevant enterprises, to ensure that they would be able 
to cover the cost of their operations. In general, proposals 
for price increases by large enterprises required official authori­
zation, initially through the responsible ministries. With these 
exceptions, however, the enterprises were generally free to manage 
their prices in accordance with market forces. 

C 



Present: 

INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources 

Minutes of Meeting No. 10 
Held at the Foreign Investment Institute 

on Wednesday, February 14, 1979 at 10:00 a.m. 

Portuguese representatives 

Dr. Vaz Pinto 

IMF representatives 

Mr. Osunsade 
Mrs. Teigeiro 

Dr. Vaz Pinto opened the meeting by outlining the principal 
functions of the Institute. He explained that the Institute 
had been created in August 1977 in order to centralize within 
a single body all governmental activities connected with foreign 
investment in Portugal. The Institute issue- all authorizations 
for foreign direct investment, i.e., for the creation of the 
stock of a company, for additional capitalization of a company, 
and for imports of technology. The Institute may authorize 

.investments of up to US $2
0

0 million on its own initiative, how­
ever, for larger amounts the approval of the Minister of Finance, 
or in some cases the Council of Ministers, is required. The 
normal processing time for investment applications is two to 
three months. However, by law, the Institute i·s required to 
answer all applications within three months; no answer denotes 
automatic approval. He explained that most investment applica­
tions did receive approval, in 1978 some 120-130 applications had 
been authorized and only two or three rejected. 

Approval of an investment takes the form of a "bulletin", a 
copy of which is sent to the investor, his bank, and the Bank 
of Portugal. The bulletin has an initial validity of three 
months during which the investor may initiate his project; how­
ever, the bulletin may be renewed. In the past, because bul­
letins are denominated in foreign exchange, some firms had ap­
plied for an unreasonable number of consecutive renewals, sug­
gesting some speculation regarding the depreciation of the 
escudo. To avoid this the Bank of Portugal was now actively 
considering measures to limit the number of consecutive renewals 
to only two or three, with subsequent renewals being issued at 
a fixed exchange rate. The Bank of Portugal normally provides 
the Institute with a report on the utilization of investment 
authorizations; in 1978 roughly Esc. 1.s billion had been autho­
rized, about 50 per cent of which had been implemented. For 
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1979, an optimistic assumption, taking into account the Renault ( 
automobile project, was for authorizations totaling Esc. 3

0
0 bil­

lion, with roughly Esc. 2.0 - 2.5 billion being implemented. 

Dr. Vaz Pinto explained that authorizations were granted on 
the basis of a feasibility study of the investment project which 
was carried out by the Institute. For increases in capital stock 
and for investments of up to Esc. 5

0
0 billion, approval was 

granted virtually automatically, however, for other investments 
special criteria were employed in appraising the project. These 
included: the project's contribution to the balance of payments, 
the value added to domestic output, the number of jobs created 
by the project, the quality and cost of the technology required 
to develop the project, and the existing productive capacity in 
the sector where the investment would take place, 

Apart from project evaluation and authorization, promotion 
of foreign investment was the third major function of the Insti­
tute, The lnstitute's budget was small so promotion had initially 
been confined to publicizing the Institute in trade journals 
abroad. However, in 1979-1980 the setting up of branch offices 
in Oporto, New York, Frankfurt, and JaJ>an was planned. In addi­
tion, the Institute planned to broaden its participation in trade 
fairs and industrial exhibitions worldwide in order to further 
publicize itself. 

Dr. Vaz Pinto outlined some of the attractions as well as 
the disadvantages of investing in Portugal. He felt that the 
low cost and the ready availability of skilled manpower, impending 
entry into the Common Market, relative political stability, and 
an attractive corporate tax rate (40 per cent on average compared 
with 50 per cent in the EC) were the principal advantages to 
investing in Portugal. In addition, foreign investors generally 
were able to benefit from interest subsidies on domestic credit 
for exports and new investments. Their access to domestic credit, 
was however limited by the amount of foreign participation in 
their capital stock. Firms which were only 25 per cent foreign 
owned enjoyed the same benefits as domestic firms, those which 
were 25-50 per cent foreign owned were eligible to borrow up to 
70 per cent of their resources domestically, while those with 
over 50 per cent foreign participation were only permitted to 
obtain 50 per cent of their borrowed resources domestically. 

Foreign firms were most often deterred from investing in 
Portugal by the still somewhat uncertain state of the payment 
of indemnities for property nationalized during the revolution. 
In addition, the lack of a domestic capital market, the absence 
of domestic firms dealing with leasing operations and invest­
ment banks, and the lack of a medium-term investment- plan, were 
also often.cited as disadvantages to investing in Portugal. 

C 
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Dr. Vaz Pinto felt, however, that the depreciation of the exchange 
rate was not a deterrent to investment as many firms apparently 
covered their debt service payments with exchange rate guaranteed 
contracts from export-import banks and other such institutions, 
or with special domestic accounts denominated in foreign exchange 
in which export earnings were earmarked for debt service payments. 

Dr. Vaz Pinto explained that foreign firms could invest in 
any sector which was not publically owned. However, in certain 
sectors such as mining and fishing, 50 per cent Portuguese par­
ticipation was obligatory. The sectors in which there was pre­
sently the greatest concentration of foreign investment included 
the mechanical, electrical, chemical, and tourism industries. 
However, the Institute was currently trying to promote more invest­
ment in the food processing industry, defined by the Government 
as a priority sector. 



Present: 

INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources. 

Minutes of Meeting No. 11 
Held at the Bank of Portugal 

on Wednesday, February 14, 1979 at 4:30 p.m. 

Portuguese representative Fund representatives 

Mr. Osunsade Dra. Cocco, Ministry of Foreign 
Commerce Mr. Stuart 

At this meeting, certain aspects of the system of import 
restrictions were discussed and a detailed description of export 
developments in 1978 was presented. 

On import restrictions, Dra Cocco explained that the 
value quota on automobile parts had been revised in December 
1978

0 
After taken into account the fact that the new quota 

would apply for a full year while the previous one covered 
only 10 months, the new quota was st.ill some 18 per cent higher 
in escudo terms. Some 70 per cent of the quota would be allo­
cated on the old basis while 20 per cent would be related to 
a firm's exports in the previous year and 10 per cent to the 
firm's exports in 1979. The decision on this quota had been 
taken in December as the old law was. running out and firms 
needed information to prepare their budget for 1979. It was 
understood that the law was open to discussion under terms of 
the current stand-by negotiations, as were the other quotas 
and the surcharges. The authorities saw 1979 as a year in which 
restrictions could be relaxed, but careful attention would have 
to be paid to the effects on firms which had benefitted from 
the protective aspects of the balance of payments measures which 
had been taken. 

Referring to the statement in the letter of intent that 
the authorities would study alternative tax measures to th~ 
present 60 per cent surcharge, Dra. Cocco indicated that this 
had been studied in a technical. group. The tax covered about 
2 per cent ?f 1975 imports, including some goods which had 
domestic substitutes. It would be difficult to place a high 
tax on a general category of goods, e.g., clothing, in order 
to tax luxury items in that category. Furthermore, some items 
ware already subject to high domestic taxes. In replacing the 
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old 30 per cent surcharge, which was scheduled to be removed 
on October 1, 1979, the authorities had negotiated with Portugal's 
partners in the EEC and EFTA to replace the surcharge with a 
customs duty of 18 per cent (or 12 per cent in some cases) on 
one third of the items traded with the EEC and EFTA. These were 
items for which the tariffs had been reduced earlier but were 
on a list of products of so called "old industries" which could 
be raised in the future. These barriers would have to be phased 
out by 1985. 

Referring to the value quotas on consumer durables, Dra. Cocco 
noted that in 1978 all licenses under the quota system had been 
utilized and data would be provi4ed comparing the actual im-
ports of goods with the applicable quotas. New measures for the 
year would be taken in April following the expiration of the 
existing law at end March. Perhaps some items could be removed 
and the overall value raised. In considering relaxation of the 
quota, it should be remembered that all goods under the quota 
system were subject to the old surcharge of 30 per cent. 

Mr. Osunsade asked if there had been any changes in the nega­
tive import list and for an update on the. impor·t policy of the 
state trading monopolies. Dra. Cocco replied that there had 
been no changes in the negative import list, and in any event 
this was not a particularly important list, as it applied only C 
to those countries with which Portugal had no trading agree-
ments. As for the food import programs, no annual budgets had 
been decided upon as of yet. For the first few weeks of the 
year, imports were related to orders placed in 1978. Subse-
quently, the importing agencies had been informed of the per-
centage of last year's allowance that could be imported by the 
end of March. This was a high percentage of the total alloca-
tion of last year, perhaps as much as 70 per cent, similar to 
the procedure followed in 1978. 

Mr. Osunsade asked about the special agreement with the 
EEC and EFTA countries for agricultural products and for a list 
of the imports for which foreign financin,,g was required. 
Dra. Cocco replied that the agreements on agricultural products 
were trade agreements resulting from the fact that the major 
agreements with the EEC and EFTA covered only industrial pro­
ducts. She agreed to provide the list of imports for which 
foreign financing was required. 

The discussion then turned to a review of export develop­
ments in 1978 Dra Cocco noted that the forecast for the • • volume growth in exports for 1978 as of last November was 10 per 
cent, while present estimates were for an increase of l~ per 
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cent. A major factor in this revision was the present estimate 
of 23 per cent for the growth in textile exports, compared to 
an initial estimate of 16 per cent. 

Mineral products and glassware had increased due mainly to 
a recovery in 'the glassware sector and in marble products, 
both of which had been doing badly previously. This was the 
first year of recovery in these sectors, and no direction of 
trade analysis was available. It was thought likely that the 
recovery was in traditional markets. There was no increase 
in exports of petroleum products, as Sines had started pro­
duction only late in the year. 

The recovery in chemical products was due in most part to 
one product for which Portugal had a virtual monopoly in the 
west -- pez louro, a natural resin. This was a primary product 
and output and sales were very unstable. The increase in exports 
of metal products was related in large part to exports of ura­
nium which had been stockpiled during years in which no sales 
were made. An alloy of iron and manganese had also done well. 

The increase in exports of transportation equipment was 
related to the exporting of cars, which occurred for the first 
time in 1978. Non electrical machinery, which went mainly to 
eastern countries, Cuba, Africa and the Middle East, did not 
perform particularly well in 1978 but on the basis of orders 
already received, would do better in 1979. By way of contrast, 
electrical machinery did well in 1978 but on the basis of pro­
t,::ctionist tendencies in Germany as a result of Japanese com­
petition, the outlook for 1979 was not good. 

Dra. Cocco then reviewed in some detail developments as 
they affected textile exports. Beginning in 1975, there had 
been a recovery in the OECD market for textiles, but Portuguese 
exports had declined steadily until 1978 when there was a sharp 
recovery. In trying to explain why the recovery had been delayed 
until 1978, a country by country analysis had been undertaken. 

In 1977, textile exports to all major markets had increased 
substantially, except to the U.K. and Sweden, which accounted 
for 26 per cent and 13 per cent respectively of Portugal's 
market. A special factor for the decline in exports to these 
markets was that in 1977, volume quotas on textile imports were 
imposed by these two countries. The EEC had limited restric­
tions to tariff quotas, i.e., above a certain level of imports, 
tariffs were applied. In addition, the general economic recovery 
was delayed in the U.K. However, in 1978, there was a signi­
ficant recovery in the U.K. market, private consumption rose by 
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8 per cent, and the impact of the quotas was much less than 
had been anticipated. The quotas were actually set at pre­
crisis levels which turned out to be not very restrictive. 

Percentage Change in Volume of Textile Exports to 

1J!..U l.!l1..§. 

U.K. -s 47 
Sweden -14 24 
West Germany 23 62 
France 28 48 
u. s. 19 · 31 

In reply to a question about the different evolution of 
import and export prices of agricultural products Dra. Cocco 
noted that the large increase in export prices (14 per cent in 
US dollar terms) was fairly general throughout the category, 
except for tomato paste. Wine and canned fish had been sold 
mainly to Europe where the exchange rate had moved more favorably. 
In the field of wine exports, there was an attempt to specialize 
in better wines, for instance bottled wine vs. bulk wines. 
There had also been an increase in prices due to difficulties 
with the grape harvest in Portugal. Similarly, the decline in 

( 

agricultural import prices was fairly general. Oil seeds pri- r 
ces had risen by only 4 per cent in escudo terms, cotton and l 
sugar prices had actually declined. Coffee prices declined in 
dollar terms while prices of cereals had remained unchanged. 
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Portugal - 1979 Use of Fund Resources 

Minutes of Meeting No. 12 
Held at the Ministry of Finance 

on Thursday, February 15, 1979 at 11:30 a.m. 

Present: 

Portuguese representatives 

Dr. Jacinto Nunes, Minister of 
Finance 

Dr. Silva Lopes, Governor of 
the Bank of Portugal , 

Dr. Rui Vilar, Vice Governor 
of the Bank of Portugal 

D~. Cavaco Silva, Bank of Portugal 

IMF representatives 

Mr. de Fontenay 
Mr. Osunsade 
Mr. Stuart 
Mrs. Teigeiro 

At the invitation of the Minister, Mr de Fontenay provided an 
assessment of the current economic situation and its broad implica­
tions for policy in 1979 0 He noted that economic activity had 
clearly weakened in 1978, although some of this was related to the 
reversal of speculative stock building and was therefore welcome. 
A negative rate of economic growth during 1979 would not be desirable, 
however, measures to restore a positive rate of growth should be 
taken cautiously, with the emphasis being placed on stimulating 
exports and investment. With this goal in mind any major relaxa­
tion of interest rates and credit policy or a deliberate overvalua­
tion of the exchange rate could lead to a revival of speculative 
stock-building and inflationary pressures, instead of to the desired 
increase in investment. 

Turning to the balance of payments, Mr. de Fontenay noted that 
the large improvement in the current account had been very important 
in 1978. Nevertheless, even taking into account structural factors 
which tended to reduce the scope for improvement, the current ac­
count deficit still remained uncomfortably high. While ample 
financing for the deficit had been forthcoming in 1978, the absence 
of a clear attempt to further reduce the deficit in 1979 could have 
an adverse effect on the availability of external finance. In addi­
tion, Portugal's debt service burden was already high and any fur­
'::her borrowing to cover an external deficit largely caused by consump­
:ion would jeopardize future investment and long-term development 
oals. 
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Speaking specifically about credit policy, Mr. de Fontenay 
noted that it was difficult to argue that the expansion of credit 
in 1978 had been too low. The money stock had grown very rapidly 
and domestic credit had been supplemented by capital inflows, in part 
resulting from the increase in interest rates. Rather, the principal 
problem in 1978 had been the allocation of credit. There had been 
no reduction in credit to· the public sector, with the result that 
the private sector had borne virtually all of the adjustment. It 
was undesirable for this misallocation of credit to continue in 1979. 

The public sector accounts now appeared rather worse than when 
the staff visited Lisbon in November. The traditional public sector 
deficit had reached 10 per cent of GDP and the current account defi­
cit had widened further. Part of this increase was related to spe­
cial appropriations for expenditures which would normally have taken 
place in 1979 but which were shiften backward to 1978• while some 
1978 revenues had been shifted forward into 1979. This had the 
effect of making the 1978 budget outturn look much worse than it ac­
tually was and the 1979 budget, correspondingly better. In view of 
this, it would be doubly important to achieve a. significant reduction 
in the 1979 budget deficit with respect to 1978. More information 
on the operations of the public enterprises was also needed. From 
the little information that was available it appeared that many public 
firms had large operating deficits. Mr. de Fontenay urged that in 
future their operating expenses be covered by current receipts, ( 
either by raising prices, reducing expenditures, or by direct budgetar· 
transfers which would be covered by tax receipts. It should be made 
clear that capital transfers and bank credit were to be used for genuj 
investment expenditures. He hoped that the budget about to be pre­
sented to Parliament met these concerns. Final agreement on a stand­
by program could not take place until after the budget had been apprc 

Dr. Jacinto Nunes replied that the Government intended to take 
a firm stand against attempts to weaken the budget. A copy of the 
budget would be given to the staff in the afternoon and negotiationi 
could begin as soon as possible. The authorities were particularly 
interested in coming to some agreement on the exchange rate as soon 
as possible. In their view the present rate of depreciation shoulc 
be slowed down. 

Mr. de Fontenay replied that any final decision on the exchar 
rate would have to be taken in the context of an overall program, 
that this would ultimately depend on the budget. The authorities 
growth target, which to a large extent depended upon the continue 
strength of exports argued against any significant relaxation o: , . 
sent policies. Dr, Silva Lopes explained that, on the basis of 
of Portugal's calculations, in order to maintain external compet 
tiveness in 1979 it was not necessary to maintain the present df 
ciation schedule. On the contrary, a significantly lower rate 
depreciation was called for. If the exchange rate were deprecia 
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by 1.25 per cent per month in effective terms until the end of March 
and left unchanged for the remainder of the year, this would result 
in an average annual rate of depreciation in 1979 compared to 1978 
of 12 per cent, more than enough to maintain Portuguese competi­
tiveness abroad. 

In addition, Dr. Silva Lopes noted that it would be important 
to discuss as soon as possible the March credit ceilings. Mr. de Fontenay 
explained that the March figure should not be significantly affected 
by the new stand-by program as long as it incorporated a smooth ad­
justment from December. He felt that the staff were prepared to raise 
the March ceilings and that reaching agreement on this point should 
not prove too difficult. · 

Dr. Silva Lopes also hoped that the mission could express its 
views on restrictions and external debt at an early date. Mr. de Fontenay 
explained that it would be important to continue the momentum of the 
previous stand-by program in the area of restrictions, however the 
point would have to be discussed in more detail later. External 
debt, however, would remain a serious and continuing problem. The 
debt service ratio, at about 30 per cent, seemed very high. The mis­
sion did not intend to include an overall ceiling on external debt 
in the stand-by program, however, after agreeing on a reasonable 
figure for the recourse of the public sector to external borrowing, 
any excess external borrowing above that figure would be deducted 
from the credit ceiling. In 1978 this had been a problem as there 
had been little incentive to reduce the public sector deficit because 
ample financing had been obtained abroad. 
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Portugal - 1979 Use of Fund Resources 

Minutes of Meeting No. 13 
Held at the Bank of Portugal 

on Thursday, February 15, 1979 at 3:30 p.m. 

Present: 

Portuguese representatives 

Dr. Jos& da Silva Lopez, Governor 
of the Bank of Portugal 

n~. Almeida, Secretary of State 
for the Treasury 

Dr. Cavaco Silva 

IMF representatives 

Mr. de Fontenay 
Mr. Osunsade 
Mr. Stuart 
Mrs. Teigeiro 

At this meeting, certain aspects of the problem of control­
ling the public enterprises sector were discussed. 

Mr de Fontenay began the discussion by noting that the pro-
blems of the public sector had existed for some time but these problems 
had recently been emphasized in the speech by the Prime Minister on 
January 22, 1979

0 
In the speech, the Prime Minister had implied that 

the deficit of the public enterprises in 1978 was Esc. 23 billion. 
Mr. de Fontenay asked about the exact magnitude of the problem, th­
various sources of information, the main enterprises that were in 
difficulties and what were the main difficulties. He also asked about 
the main sources of finance and about possible measures that could be 
taken to equilibrate the accourits of the enterprises. 

The Secretary of State for the Treasury, Dr. Almeida, began his 
remarks by stating that unfortunately he did not have a great deal 
of information. Since the sudden enlargement of the number of public 
enterprises in 1975, their control had been under a number of secre­
taries of state and the several changes in staff had created pro­
blems of continuity. The enlarged public sector had been created 
quickly, in the beginning had been very disorganized, and until mid 
1976 there had been a great deal of independence~ He noted that even 
before the revolution, the railway company (CP) had been in diffi­
culty and several of the transport companies such as TAP had been af­
fected by the loss of their monopoly position in the former terri­
tories. Very strict labor relations legislation affected parti­
cularly the public firms. Beginning at the end of 1976, the Govern­
ment had tried to control the public enterprises more effectively. 
In 1978, the Government had concentrated ~n trying to limit the 
deficits of the largest corporations, including the road transport 
company (RN) and the public transportation of Lisbon (CARRIS). 
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It was not possible to provide data for 1978. The 15 largest () 
companies had been asked to provide data on the production, employ-
ment, cash flow and financial outcome but so far no reports had 
been submitted. Only data on government subsidies, guarantees and 
capital transfers were available and a detailed listing was pro-
vided. In 1978, subsidies to cover deficits totaled Esc. 11 billion 
(US 225 million) of which Esc. 8.2 billion went to the transport 
sector and Esc. 1.4 billion went to the industrial sector. Capital 
transfers in 1978 totaled Esc. 5

0
4 billion, (US 111 million) of 

which Esc. 2.7 billion went to transportation and Esc. 2.2 billion 
went to industry. External guarantees totaled US 842 million 
(Esc. 40.3 billion) of which the industrial sector got Esc. 19.2 
billion and the transport sector .Esc. 6 0 5 billion. Esc. 14.7 bil-
lion was guaranteed for the Banco do Fomento and Sines. Government 
guarantees for internal credit totaled Esc. 7

0
8 billion (US 163 mil­

lion) of which transportation received Esc. 6.2 billion. In addition, 
guarantees granted by special funds in the ministries of Industry 
and Transport totaled Esc. 10 billion to the transport sector. The 
latter guarantees could be used for domestic credit or for domestic 
banks to obtain credits abroad. 

Looking at the 1979 budget, subsidies were to be reduced to 
Esc. e.o billion and capital transfers raised to Esc. 11.0 billion. 
Dr. Almeida noted that in his opinion, it was not realistic to expect 
that in one year subsidies could be cut to Esc. 6 6 0 billion. Some 
results could be expected from increased charges and better manage- () 
ment. Mr. de Fontenay asked how it was possible to ensure that the 
higher appropriations for capital would not be used to cover operat-
ing losses. Dr. Silva Lopes replied that to some extent the capital 
increases would be used to retire some existing debt of the companies 
on which the interest burden was very large. Dr. Almeida emphasized 
that efforts were to be taken to control the investment of the public 
firms, as it was the feeling of the present Government that through 
controlling investment it was possible to control the companies. 

In order to better control the companies, Dr. Almeida reported 
that two schemes were to be put into place. By the end of the fol­
lowing week (viz. February 22, 1979) the Minister of Finance would 
have put into place a special institution to gather the information 
necessary for control -- Sistema de Planeamento das Empresas Publicas 
et Participadas (SPEPP). It would likely take a year for this sys­
tem to become fully effective. It was designed to require all enter­
prises to provide, at the beginning of each year, a current and 
capital budget, specifying sources of finance. The Minister of 
Finance would be responsible for making the aggregate of these bud­
gets consistent with developments in the general economy. This 
measure had been approved in the final days of the third constitu­
tional Government but subsequently was resisted by the public enter­
prises. However, the decree law was published on December 30, 1978 
and would soon take effect. 
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In addition, Dr. Almeida referred to an effort on the part 
of the Ministry of Finance to require each ministry to evaluate 
the investment proposals of all the firms under their control 
and submit a list to the Minister of Finance for approval. The 
various industries would refer also to the likely sources of finances, 
including any self financing. He admitted that control in ~979 
would be limited to investments planned in 1978 which had as yet 
no assured financing. All foreign loans and domestic loans of more 
than six years required the approval of the Secretary of the State 
for the Treasury. This new approach, which had been approved with 
a revision of a 1976 law only three weeks ago, gave the Ministry of 
Finance much greater control. In the past, the Minister respon­
sible for each industry was able to grant approval and the approval 
of the Ministry of Finance was necessary only when a guarantee was 
required. Often orders were placed and the Ministry of Finance 
was forced to accept a fait accompli at the last minute. Also, 
theoretically, under the old system investments were to be included 
under the investment budget for.the public enterprises (PISEE). 
However, firms ·often made commitments for investment different from 
those proposed in the budget and the Ministry of Finance was unable 
to undertake the required feasibility studies in time to control 
the investment. At present, no figures on total investments to 
be undertaken by public enterprises in 1979 were available but it 
was expected that a list of proposed projects would be submitted 
by end March 1979. At that time, the Esc. 11 billion of capital 
transfers in the public sector budget for 1979 would be allocated. 

In the budget for 1979, the legal ceiling on guarantees for 
internal credit was raised from Esc. 43.5 billion_to Esc. 45 bil­
lion. The limit on external credits was raised f.rom US $1. 6 billion 
to US $2.o billion. These limits were to remain in effect until 
the end of April when they would be changed in line with the in­
vestment proposals of the public enterprises. The Directorate 
General of the Treasury in the Ministry of Finance was responsible 
for granting guarantees. External guarantees were granted to firms 
in good financial condition to improve the terms of the external 
credit. Internal guarantees were given to firms which would have 
a difficult time getting credit without the guarantee. The railways 
were the best example of this. 

Mr. de Fontenay recalled that there had previously been a pro­
posal to limit the access of public firms to bank credit to only 
finance investments and wondered if this was still being considered. 
Dr.. Silva Lopes replied that it was often difficult to separate out 
credit needed for working capital and credit needed to cover operat­
ing losses. When an enterprise borrowed for non-investment purposes, 
the banks were very reluctant to lend and often a government guarantee 
was required. In 1976, guaranteed bank credit was used to a large 
extent to help finance losses and some of the capital subscriptions 
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in the 1979 budget would be used to cancel these debts. His per­
sonal opinion was that, at present, bank credit was not used to a 
large extent to cover losses. 

0 

Mr. de Fontenay asked about the magnitude of the problem of 
public firms not paying their taxes to the budget. The Secretary 
of State replied that this was a real problem with Petrogal, where 
the amount involved could be quite large, and with the beer company. 
The tax on beer was currently being remitted but arrears on pre­
vious taxes had not been collected. The problem of Petrogal was 
complicated as their financial difficulty derived to some extent 
from the fact that some transportation companies were not paying for 
their oil. 

In response to a question about the likely timing of price 
increases for the products of the public enterprises, Dr. Almeida 
indicated that action would be required before the end of March. 
The exact increases would depend on the reports submitted to SPEPP 
and on any changes Parliament made in the appropriation of Esc. 6 bil~ 
lion for subsidies to public enterprises. He referred to the fact 
that the Government was now operating on a prorated version of last 
year's budget in which subsidies to the public enterprises were 
Esc. 11 billion. If the decision on the price increases for these 
firms was delayed much longer, firms would have received the bulk Q 
of their allocation for subsidies in the 1979 budget very early in 
the year and .the situation would be untenable. 

As to the exact figure for the operating deficits of the 
public enterprises, Dr. Almeida supposed that figures such as the 
Exe. 23 billion suggested in the Prime Minister's speech were de­
rived from an aggregation of the deficits of a few large firms. 
He indicated that much more information on the various activities 
of the enterprises for 1977 and 1978 would be available in one week. 
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The meeting was convened to clarify a number of outstanding 
points on external debt, as described below. · 

1. Data Discrepancies: The discrepancies between capital movement 
r, data in the balance of payments series on the one hand and in the 
(_j debt data series on the other, included an excess of the latter 

over the former with respect to net external borrowing by the 
Government during 1978 -- i.e., US $527 million versus US $575 mil­
lion, a difference of US $48 million. The Portuguese representative 
pointed out that exchange rate valuation differences between flows 
and stocks would be a majo~ source of the discrepancy; the debt 
instruments were denominated in different foreign currencies, though 
most of them were expressed in US dollars. In addition, the two 
series were derived from different sources; the series in the BOP 
table were based on authorization 'bulletins' issued in connection 
with the approval of the related borrowing; they could therefore 
be said to be more reliable, since they reflected actual transactions. 

As regards the private sector, the debt table showed that 
medium and long-term external debt {both with and without govern­
ment guarantee increased by US $360 million in 1978, whereas the 
BOP table showed a corresponding figure of US $212 million for the 
same year, representing a difference of US $148 million. In addi­
tion to the exchange rate valuation factor already mentioned, 
possible explanations cited by the Portuguese representative in­
cluded the fact that the data on the private sector's stock of 
outstanding external debt included an unknown amount of undisbursed 
loans. It was also thought possible that part of the discrepancy 
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was due to possible time-lags between the issuance of authori­
zation bulletins and the actual drawing of the related loans. 

On short-term foreign borrowing, the Portuguese representative 
pointed out that the data on such borrowings with bank guarantee 
related mainly to the importation of certain essential goods. 
Concerning the fact that short-term foreign borrowing with bank 
guarantee fell to US $618 million in 1978 following a sharp rise 
from US $196 million to US $803 million in 1977, it was believed 
that this development could be attributed generally to the inclu­
sion of such guarantees within the ceilings agreed with the IMF 
with respect to the expansion of domestic bank credit. 

2. Undisbursed foreign loans and projected disbursements: Data 
provided by the Portuguese representative showed that, as re­
gards direct foreign borrowing by the public sector, undisbursed 
loans at the end of 1978 amounted to US $248 million, of which 
US $190 million were administered by the Treasury and US $58 million 
by the Junta Nacional do Credito Publico. (Cumulative disburse­
ments of direct Government loans administered through the Treasury 
amounted to US $835 million at the end of 1978; the proportion 
of such loans operated through the Treasury has generally amounted 

0 

to about 93 per cent). On the basis of a partial reporting of draw­
down plans for 1979, it was expected that undisbursed loans out­
standing by the end of 1979 would amount to us $79 million, consist-o 
ing of US $51 million at the Treasury and US $28 million at the Junta. 
Of the US $190 million undisbursed foreign loans in Treasury re-
cords as of the end of 1978, no firm information on draw-down 
plans in 1979 was available in respect of US $106 million. For 
those loans amounting to $85 million with a known disbursement 
schedule, $34-35 million were expected to be disbursed in 1979, 
leaving 51 million undisbursed. As for the end-1978 figure of 
US $58 million undisbursed foreign loans in the Junta'$ records, 
the estimated corresponding figure of US $28 million for the end 
of 1979 would imply a projected draw-down on this account, of 
US $30 million. Taken together, the known cases of projected 
draw-down of undisbursed direct government loans during 1979 would thus 
amount to US $65 million. The Portuguese representative underlined 
the fact that loans for which no disbursement schedule was known 
were related to project-financing, and that the actual rate of draw­
down would therefore be related to progress in the execution of the 
relevant projects. No data were available on projected draw-
downs of other undisbursed foreign loans, including those with 
government guarantees. 
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3. Debt Service Payments: For 1978, total debt service payments 
was estimated roughly at US $748 million, derived as follows (US$ 
millions): (A) Interest Payments: (i) Public Sector 

( a) Direct Government: 16 
(b) Other : 42 

(ii) Bank of Portugal . 137 . 
( iii) Private Sector : .!§.Q 

Total: Eli 

(The figure of US $180 million for the private 
sector was derived as a residual, by subtracting 
the other specified interest payments from the 
US $375 million gross payment of factor income 
in the BOP table). 

(B) Amortization Payments: (i) Public Sector 

( a) Di recto Gov. : 29 
(b) Other : 72 

(ii) Private Sector : 272 

Total: ~ 

(The US $272 million figure for-the private 
sector was also derived as a residual, by 
subtracting the US $72 million repayment shown 
under 'other' in the data for the public sector, 
from the US $344 million gross repayments of 
medium and long-term trade credits arid finan­
cial loans as given in one of the supporting 
tables for the BOP series). 

In relation to the exports of goods and services in 1978, the esti­
mated overall debt service payments of US $748 million would yield 
a debt service ratio of 21 per cent for the year. 

For 1979, data provided by the Portuguese representative 
showed a projected debt service payment of US $1,477 million, con­
sisting of US $1,097 million amortization and US $380 million in­
terest payment. The Portuguese representative agreed that the 
projected amortization payment of US $1,007 million of private 
nonguaranteed debt included the US $618 million short-term debt 
with bank guarantee, as reported for the end of 1978; exclusion 
of the latter amount would leave a projected repayment of medium 
and long-term private nonguaranteed debt of US $389 million for 1979. 
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Added to the projected US $90 million repayment of direct govern­
ment and government-guaranteed debt for 1979, this yielded an 
overall projection of US $479 million amortization payments on 
external debt during the year. Attention was drawn to the fact 
that the projected repayment of US $389 million in respect of 
medium and long-term private nonguaranteed debt for 1979 amounted 
to nearly 30 per cent of the outstanding amount of such debt at 
the end of 1978, implying an average pay-off period of about three 
years. Though no particularly strong reason could be adduced 
for such a comparatively short repayment period, the Portuguese 
representative thought that the evidence would be consistent with 

.... 
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a situation in which the stock of outstanding debt was risen by rather 
small amounts over time while amortization payments were falling due 
on old loans. As for t'he terms { including amortization schedule) 
of the two consortium loans totaling US $450 million contracted 
last year, the Portuguese representative was unable to add much to 
the already known facts that the original maturity was for seven 
years and the interest rate, one percentage point over the London 
inter-bank offer rate (LIBOR). 

0 
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Portuguese representative Fund representatives 

Mr. de Fontenay Dr. Jos, Manuel Setrao, Director; 
Bank of Portuga,1 

Mr. X. 
Mr. Osunsade 
Mr. Stuart 
Mrs. Teigeiro 

Dr Serrao described the system of interest rates rebates 
which, starting in _1976 1 replaced the system of preferential 
rediscount rates. Interest rebates are subsidies granted by the 
Bank of Portugal for short-term agricultural credit, export 
credit, "financial restoration" and (since last year) housing. 
In 1977 the Bank of Portugal paid Esc. 807 million in rebates. 
The largest amount had gone to export credit, Esc. 375 million; 
the second largest amount to agricultural short-term cre4it, 
Esc. 210 million; then investment, Esc. 139 million; and stocks 
for exports, Esc. 70 million. The system had not been operative 
for the whole year, however, and in 1978 the ·total amount of 
interest rate subsidies rose to Esc. 2,022 million of which 
22 per cent. went to exports, 32 per cent to agriculture, 18 per 
cent to investment, 6 per cent to housing, and 2 per cent for 
working capital of exporters. These subsidies appl~ed to loans 
amounting to a total of Esc. 74 billion. There was no relation­
ship between loans eligible for interest rebates and loans 
radiscounted, but to compare magnitudes, in 1978 total redis­
counts amounted to Esc. 254 billion,. Another way of looking at 
it is that loans which benefited from interest subsidies re­
presented less than 10 per cent of the total credit granted 
in 1978. 

Turning to the application of the present system, Dr. Serrao 
said that banks charge immediately the interest rate net of 
the subsidy then ·apply for a refund. It was mainly for invest­
ment that there had been complaints that the system was com­
plicated and that there had been delays in obtaining a_refund. 
Some changes had been introduced to accelerate payments of the 
refunds, and it had,been suggested that banks should calculate 
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the refund and present an application even before the loan 
had been extended. At present the criteria for new investments 
are: 1) the import content of the investment, which has to 
be less than 50 per cent and 2) the number of new jobs created. 
It had been found, however, that the first criterion was too 
restrictive in the sense that the average investment had an 
import content of about 50 per cent and the system penalized 
those projects which included new imported equipment even if 
they were export-oriented. A new system had therefore been 
devised and discussed for the funds and it was hoped to be 
put into effect in the following months. 

Mr X. attempted to describe the new system and only 
managed to get everybody, including himself, utterly confused. 
A distinction is now made accordi~g to the size of the pro-
ject. For investments of less than Esc. 25 million, the pre­
sent system continues more or less to apply. For the larger 
projects the rebates ar~ linked to the exchange earning potential 
of the project per worker. Mr. X. said that this was based 
on the concept devised by Israeli economist, Michael Bruho, 
which required the use of shadow exchange rates, effective pro­
tection rates, etc., but Mr. X. was still incapable of des­
cribing it plainly. In addition, certain conditions were placed 
on the granting of rebates: the share of the equity capital 
of the firm must exceed 25 per cent and the payment of divi­
dends above a certain level is restricted. Each project is to 
be evaluated and if it is not found good enough it would not 
even be eligible for rediscounting. 

The calculations of the rebates will be based on 1) the 
old criterion including import content 2) employment creation 
and 3) the value added of output. Dr. Serrao said that he 
expected the new system to be operational within a month and 
to apply to about 20 to 30 per cent of new bank financed in­
vestments and that most of these would come to the Banco do 
Fomento and the Caixa Geral. He added that for some projects 
there would be a third category, meaning that the project would 
be eligible for rediscounting but would get no interest rebate. 
In order to provide an additional incentive for firms to come 
forward with projects eligible for interest rate rebates, the 
scheme was supposed to end in December 1980. Dr. Serrao 
expected that it provide a strong incentive for certain types 
of investments. The main limitations were the resources of 
the Bank of Portugal which had to pay the rebates. In answer 
to a question Dr. Serrao described the so-called financial 
restoration contracts which are managed by the Bank of Portugal 
for the account of the Government. For those companies, mostly 
companies with state participation or cooperatives with financial 
problems, the Bank studies them and classifies them in five 
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groups, depending in what shape they are in. The best group, 
Group A could receive an interest rate rebate of 5

0
5 per cent, 

U? to a maximum of 10
0

5 per cent for Group D. Group E included 
firms which were not regarded as viable. Assistance included 
conversion of short-term debt to long-term debt, fiscal exemp­
tions and guarantees from a special fund which was initially 
to receive a starting capital of Esc. 200 million from the budget 
but, because of financial difficulties, had received no transfer 
from the Treasury. Since June-July of last year, however, 
the fund was receiving the product of the interest rate sur­
charge on consumer loans and it had extended guarantees for 100 
contracts. Dr. Serrao confirmed that the surcharge on con-
sumer loans used to go to a fund financing exchange risk con­
tracts for importers but that these contracts were no longer 
being drawn up and the fund was used mostly to guarantee ex­
change risk for exports but it received the gains resulting from 
the devaluation of the escudo. 

Dr. Serrao explained that since last January the system 
of interest rate rebates was limited to the traded goods sector 
In the past there had been a tendency for hotels to retain • 
their foreign earnings. A recent attempt to link short-term 
credit to sales of foreign exchange to.the banking system had 
proved fairly successful. Dr. Serrao also added that the 
interest rate rebates could apply to projects with maturity 
as long as seven to ten years but rebates would be paid for 
a maximum of 5 years. He also added that the average subsidy 
amounted to about 5 per cent points. 

In answer to a final question, Dr. Serrao said that one 
major problem at present was the lack of equity capital. One 
possibility to deal with this problem was to use the resources 
of the compensation fund which provide guarantees for financial 
restoration contracts out of the receipts from the surcharge 
on consumer credit loans. This fund had fairly large resources 
and could perhaps be used for that purpose. 

The meeting adjourned at 11:15 a.m. 
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INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources 

Minutes of Meeting No. 16 
Held at the Bank of Portugal 

on Tuesday, February 20, 1979 at 3:00 p.m. 

Present: 

Portuguese representatives 

Dr. Cavaco Silva, Bank of Portugal 
Dra. Mateus, Bank of Portugal· · 

I . Introduction 

IMF representatives 

Mr. de Fontenay 
Mr. Osunsade 
Mr. Stuart 
Mrs. Teigeiro 

The meeting took place in response to the expressed wish of 
the Portuguese representatives to present calculations showing 
that the continued depreciation of the escudo in recent years 
has resulted in more than a restoration of Portugal's international 
competitiveness to the pre-revolution level. 

II. Exchange Rate and International Competitiveness 

The Portuguese representatives explained that the Bank of 
Portugal had made computations of international relative costs, 
not only vis-a-vis Portugal's main trading partners as a group, 
but also vis-a-vis its competitors, represented by Greece, Italy, 
and Spain. Quarterly time-series data provided by the Portuguese 
representatives showed that, in US dollar terms, the index of labor 
cost per unit of output had declined in Portugal from a peak of 
185 in the third quarter of 1975 (on a base of 1973 = 100) to 
129.2 during the third quarter of 1978. During the same period, 
the corresponding index rose from 141.1 to 175 (same base-year 
value) for the main trading partners, defined to comprise the 
Federal Republic of Germany, Frg.nce the Netherlands, Italy, the 
United Kingdom, Sweden and the United States. Consequently, the 
relative cost index for Portugal (with the same base of 1973 = 100) 
was computed to decline to 73.8 by the third quarter of 1978; the 
Portuguese representatives added that, according to preliminary 
estimate, the index stood at 61

0
6 during the fourth quarter of 

1978. Calculations made by the Bank of Portugal on the same basis 
showed that by the third quarter of 1978, the index of relative 
cost of production in Portugal had declined to 61.2 vis-a-vis 
Spain, 52.1 vis-a-vis Greece, and 62 0 9 vis-a-vis Italy.· 
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On the estimation approach, the Portuguese representatives 
pointed out that the index of labor costs in the calculations 
by the Bank of Portugal had been derived from the wage index, non­
seasonalized. The series therefore differed from those calculated 
by the Ministry of Planning, which were based on average annual 
earnings in industrial employment. The Portuguese representatives 
stated that this difference of approach did not, however, signi­
ficantly alter the fact of a marked and continuing improvement 
in Portugal's international competitiveness. Commenting generally, 
they noted that Portuguese exporters now readily admitted sizable 
profit margins and had reported pressures from foreign buyers to 
lower export prices in view of the favorable effect of exchange 
rate depreciation on the escudo value of export proceeds. Respond­
ing generally to the foregoing presentation, the staff team com­
mented that the direction of change in Portugal's international 
competitiveness was indeed not in doubt, though differences in 
estimation approach would affect the computed magnitude of change 
in the relevant indicators. 

III. Other matters: In a follow-up to other questions previously 
raised, the meeting also touched on the items mentioned below: 

0 

(a) The 18 largest public enterprises: The names of these 
enterprises were given; it was stated that the 18 accounted for Q 
55-60 per cent of total credit outstanding to the public enter-
prises sector. 

(b) Foreign loans to be disbursed in 1979: In addition to 
information previously provided concerning projected draw-downs 
of direct public sector foreign loans in 1979, new projected dis­
bursements of US $145 million for the year were given as follows: 

(i) Banco de Fomento : 
(ii) Portuguese Airways (TAP) : 
(iii) BRISSA (Eighway Construction): 

US $45 million 
US $50 million 
US $50 million 

Further disbursements of foreign loans during the year were expected 
by a number of other public enterprises, but detailed information 
on these was not yet available. 

C 
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QUAVRO 1 

EVOLUCAt' VA COMPETITIVIVAVE 

PORTUGAL/EXTERIOR* 

(1NVICE: 1973 = 100) 

PERTOVOS I PORTUGAL EXTERIOR* CUSTOS 
RELA-

SALARIOS PROVUrI- C.T.U.P. C.T.U.P. TIVOS 
(U.S.$. l VIVAVE (U.S.$.) (U.S.$.) 

1973 100.0 100.0 100.0 100.0 100.0 

1974 137.3 101. 7 135.0 112.5 120.0 

7975 175.5 97.0 180.9 141. 0 128.3 

I 175.1 100.0 175.1 139.9 725.2 

11 180.6 99.0 182.4 145.8 12 5. 7 

HI 170.0 97.9 185.0 141 • 1 131 • 1 

JV 176.3 98.0 180.0 137. 1 131. 3 

7976 175.0 101.6 170.6 135.0 126.4 

1 186.6 100.3 174.5 735.9 128.4 

11 173.3 102.3 -169.4 132. 1 128.2 

111 170.3 98.3 173.2 134.2 7 29. 1 

JV 170.7 105. 5 161.8 134.9 120.0 

7977 "154.8 115.5 134.0 144.4 92.8 

1 164.5 111. 8 147 .1 138.3 106.4 

11 151. 2 118. 9 127.2 141. 7 89.8 

111 153.7 108.2 142.1 145.6 97 .6 

JV 151.0 123.4 ·122. 4 151.3 80.9 

1978 
1,,1 

1 H,.t 152.6 124.2 722.9 161. 1 76.3 

11 2~1.1, 146. 9 727.9 114. 9 165.2 69 •. 6 

111 · 146. 2 113. 2 129.2 175.0 73.8 
:;; . b/. ~ 

* E.xt<!/v<.01t: P.al~e.& que. Ae.pti.e.1,e.nta.111 rm me.cu.a., e.n.:tJte 7973 e l 976, 58% do 110660 c.omv..cw 

e.xtvino e -!ici.o, c.om -i.11d.i.c.a~iio do Jte.,~pe.ctivo c.oe.6.i.c.-i.en:te. de. ponde,'l.a.i;.a.o: R.f.A. (0.2;)2), 



QUAVRO 2 

EVOLU9A0 VA COMPETITIVIVAVE 

0 
PORTUGAL/ESPANHA 

(1NVICE: 1973 = 100) 

PER!OVOS PORTUGAL ESPANHA CUSTOS 
RELA-

SALARIOS PROVUTI- C.T.U.P. SALAR10S PROOUTI- C.T.U.P. TIVOS 
lU.S.$.) V1VAVE IU.S.$. l ILJ.S.$.l V1VAVE [U.S.$.) 

1973 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

1974 137.3 101. 7 135.0 134.7 108.9 123.7 109 .1 

1975 775.5 97.0 180.9 176.7 104. 3 169.4 106.8 

l I 175.1 100.0 175.1 158.5 98.3 161.2 108.6 . ( 
II 180.6 99.0 182 .4 166.0 102.9 161. 3 113.1 

III 170.0 91. 9 185.0 190.0 103.1 184.3 100.4 

IV 176.3 98.0 180.0 184.9 113.1 163.5 110.1 

1976 175.0 101. 6 170.6 182.9 112.7 162.3 1 OS .1 

1 186.6 100.3 174.5 162.9 104.8 155.4 112.3 

II 173.3 102.3 169.4 767.9 113.0 148.6 114.0 

III 170.3 98.3 173.2 203.9 113.8 179.2 96.7 
·, 

IV 170.7 105.5 161. 8 195.6 121.9 160.5 100 .8 

1.9.77 154.8 115. 5 134.0 213.0 120.1 177 .4 75.5 

· 1 164.5 111. 8 14 7. 1 195.7 117. 6 166.4 88 .4 - ._,,._. 
II 151.? 118.9 127.2 212.9 119. 1 118. 8 71.1 

III 753.7 108.2 142.1 224.9 120.1 187.3 75.9 

IV 151.0 123.4 122.4 215.4 123.6 174. 3 70.2 

1978 

I 152.6 124.2 122.9 2:-4.9 127.1 1 ?.4. 8 66.5 

II 146.9 127. 9 114.9 262.9 123.8 212.4 54.1 

III 146.2 113. 2 729.2 268.9 127.3* 211. 2 61.2 
. . , . . . . . . .... 

* . d ValOJr. u:U.ma. o 

C 
JV/AS 
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PER.TOVOS 
SALARTOS 
(U.S.$. J 

1973 100.0 

1974 137,3 

1975 175.5 

1 175.1 

II 180.6 

111 170.0 

IV 176.3 

1976 175.0 

1 186.6 

11 173.3 

i 111 170.3 

TV 170. 7 

1977, 154.8 

r 164.5 ... 
; 

11 151. 2 
.. ~---~ 

111 153.7 

TV 151.0 

1978 

1 152.6 

II 146.9 

1I1 146. 2 

* Va.lo.I!. v..:tuna.do 

JV/AS 

PORTUGAL 

PROVUT1-
VIVAVE 

100.0 

101. 7 

97.0 

100.0 

99.0 

91. 9 

98.0 

101.6 

100.3 

102·. 3 

98.3 

105.5 

115.5 

111. 8 

118. 9 

108.2 

723.4 

124.2 

727.9 

113. 2 

! 

QUAVRO 3 

EVOLUCAO VA COMPET1T1V1VAVE 

PORTUGAL/GRtC1A 

(IIJl)ICE 1973: 100) 

GRtCIA CUSTOS 
RHA-

C.T.U.P. SALARIOS PIWVUTI- C.T.U.P. TIVOS 
(lt.S.$.) (U.S.$.) VIVAVE (U.S.$. I 

100.0 100.0 100.0 100.0 '100.0 

135.0 124. 9 97. 1 128. 6 105.0 

180.9 144.7 100.6 143.8 125.8 

175.1 137.3 98.7 139.1 125.9 

182.4 149.5 101. 1 147.0 124.1 

185.0 143.3 98.1 146.1 726.6 

180.0 148.1 102.8 144. 1 124.9 

170.6· · 164.2 io4 .6 157.0 108.i 

174.5 153.8 101. 8 151.1 115.6 

169.4 160.5 106.7 150.4 112. 6 

173.2 :.., 168.4 100.8 16 7. 1 103.7 

161. 8 173.8 108.3 160.5 100.8 

134.0 197.0 101. 3 194.5 68.9 

147. 1 181.4 101. 3 179.1 82 .1 

727.2 194.5 100.2 194 .1 65.S 

142. 1 202.8 99 .1 204.6 69.5 

122.4 210.9 104.0 202.8 60.4 

. 122. 9 226.2 103.0 279.6 56.0 

114. 9 238.5 108.0 220.8 52.0 .. .. 
129.2 250.5" 101.1 247.8 52 .1 
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PER1000S 

1913 

1974 

1975 

I 

11 

III 

IV 

1976 

I . 

II 

.. III 
: 

zv 
1977 

... 
I .. 

.. ·11 

III 

1V 

1978 

I 

II 

111 

I JV/AS 
I 

PORTUGAL 

SALAR!OS PROOUTI-
(U.S.$.) VIVAVE 

100.0 100. 0 . 

137.3 101. 7 

175.5 97.0 

175.1 100.0 

180.6 99 .IJ 

170.0 91.9 

176.3 98.0 

175.0 101.6 

186.6 100.3 

173.3 102.3 

170.3 98.3 

110.1· 105.5 

154.8 115.5 

164.5 111. 8 

1,.1. 2 118.9 

153.7 108.2 

151.0 123.4 

152.6 124. 2 

146.9 127.9 

146.2 113.2 

Q.UAVRO 4 

EVOW(:AO VA CO/.IPET1T1V1VAVE 

0 
POITTUGAL/1TALlA 

(1NV1CE 1973 = 100) 

IT1i.LIA CUSTOS 
RELA-

C.T.U.P. SALii.RIOS PROOUTI- C.T.U.P. TIVOS 
(U.S.$.) (U.S.$.J V1VAVE (U.S.$. I 

100.0 100.0 100. 0. 100.0 100.0 

135.0 107.7 100.4 101.2 125.9 

180.9 137.3 91.0 150.9 119.9 

175.1 132.6 91.5 155.2 112. 8 

182.4 142.0 91.4 155.4 111.4 

185.0 137.8 87.1 158.2 116.9 . 
180.0 137.0 94.0 14S.7 123.5 

110.6 130.3 101.9 128.2 133.1 

174.5 124.6 98.9 126.0 138.5 

169.4 --.. 121.2 103.6 117. 0 144.8 ) 
173.2 136.7 100.0 136.7 126.7 

161.8 138.4 105.5 131.2 123.3 

134.0 156.4 108.9 143.6 93.3 

147.1 144.5 116.3 124.2 118.4 

127.2 153.2 · 107. 9 142.0 89.6 

142. 1 161.6 105.4 153.3 92.7 

122.4 167.9 106.2 158.1 77 .4 

122.9 176.3 109.8 160.6 16.5 

114.9 182.2 109.8 165.9 69.3 

129.2 195.9 108.8 180.1 62.9 

( 
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INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources 

Minutes of Meeting No. 17 
Held at the Bank of Portugal 

on Tuesday, February 20, 1979 at 5:30 P.m. 

Present: 

Portuguese representatives 

Dr. Jos~ da Silva Lopes, Governor of 
the Bank of Portugal · 

Dr. Rui Vilar, Vice Governor of the 
Bank of Portugal 

Dr. Victor Constancio, Vice Governor of 
the Bank of Portugal 

Dr. Pinto, Vice Governor of the 
Bank of Portugal 

D~. Cavaco Silva 
Dr. Saldanha do Valle 

Fund representatives 

Mr. de Fontenay 
Mr. Osunsade 
Mr. Stuart 
Mrs. Teigeiro 

At this meeting, Mr_ de Fontenay presented a document which out­
lined the staff team's preliminary approach to the prog·ramming exercise 
for 1979 which he emphasized was 'only a working document. It had not 
yet been possible for the staff team to have a detailed look at the 
budget, which was why the document was being presented to the Bank of 
P0rtugal rather than the Minister of Finance and Planning. Mr. de 
F~nteµay recognized that the mission was taking a risk by putting 
forth a proposal without the benefit of having the views of the Portu­
guese representatives regarding 1979, He hoped that the presentation 
of the document would accelerate the pace of discussions, as the staff 
team review of 1978 had been completed almost one week ago. He saw 
the program being proposed as reasonable, emphasized that it should 
not be read as a bargaining position, and hoped that the discussion 
of the program would not be a confrontation_ As he had indicated at 
the meeting opening the negotiations, the Fund and the Portuguese 
authorities hadfue same goal in mind -- a sustaine~ improvement in the 
economic situation in Portugal, 

The external current account target was for an improvement to a 
deficit of US $800 million. The program for credit expansion allowed 
plenty of room in the early part of 1979, as well as for the year as 
a whole, to allow a recovery from the present low level of activity_ 
On average, the growth in M2 in 1979 would exceed 24 per cent, which 
if anything was on the high side given a target rate of inflation of 
18 per cent. The public sector subceiling was based on ~arlier dis­
cussions and a reading of the budget document presented to Parliament 
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last week and assumed a balanced current account budget and an overall 
deficit of 7 per cent of GDP. The type of ceilings that would be Q 
included in the program were roughly the same as in the previous 
program, with two exceptions. Due to the concern about the finan-
cial situation of public enterprises and the need for improvement, 
the public enterprises should be included in the credit subceiling 
on the public sector. In addition, any foreign borrowing in excess 
of an amount agreed in the preparation of the program would be deducted 
from the credit subceiling of the expanded public sector. 

The details of the program included a reduction in the external 
current account deficit to US $800 million or 4 per cent of GDP. 
The volume of exports of ,goods and services would rise by 9 per cent 
while imports of goods and services would rise by 2 per cent. The 
macroeconomic projections consistent with this external target included 
a rate of price increase during 1979 of 18 per cent and a growth in 
real output through the year of 3 per cent. The choice of programming 
in through the year terms had been made due to the difficulty of say­
ing exactly what the profile of activity had been in 1978. Given the 
slowdown that had occurred during 1978 1 the 3 per cent growth through 
the year implied an average for 1978 of somewhat less. It was re­
garded as necessary that public and private consumption be kept cons­
tant in real terms allowing gross fixed capital formation to rise by 
4 per cent. Thus, growth would come entirely from exports and invest­
ment. The money and credit projections would have to be revised as 
more information becomes available on the public enterprises' bor-
rowing program. The distinction between public enterprises and the () 
t~aditional public sector was only for exposition; in the final pro-
gram the two would be combined under one sub-ceiling. The proposals 
for revising the exchange and trade system were included in the ap­
pendix to the document, and would involve further progress in the 
relaxation of restrictions begun in 1978. There was no discussion 
of the exchange rate because change in present policy of the order 
of magnitude that could be considered reasonable would not seriously 
affect the projections for 1978. In summary, Mr. de Fontenay emphasized 
that the program being proposed was designed to give some room for a 
recovery in 1979 in line withthe goals of the previous program of 
reducing the rate of inflation and the balance of payments deficit. 
It would avoid a premature relaxation of policy; given the present 
high level of liquidity in the economy it would be very dangerous 
if expectations were to change for the worse. 

Mr. de Fontenay asked how the negotiations should proceed. This 
outline had been provided as a catalyst to the discussions and it was 
hoped that the Portuguese representatives would present their own 
thoughts on the various issues that had been raised and not only 
their reaction to the specific proposals. Dr. Silva Lopes indicated 
that the program outline would facilitate their own work and speed 
up the discussions. The proposals would have to be studied; it was 
already apparent that on the basis of their projections there were 

0 
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some differences of opinion but these were not as large as some 
people might think. He was concerned about the consistency of the 
proposal with a reduction in the rate of inflation to 18 per cent 
and also whether the 2 per cent growth target was consistent with 
a current account target of US $800 million. On the question of 
scheduling, there was a problem as both he and Dr Constancio would 
be away from Lisbon for a few days although it would be possible to 
meet the next day, Wednesday, February 21, to present some preli­
minary reactions. In the following days the budget could be discussed 
in detail and discussions on the exchange and trade system could begin. 

Dr. Constancio argued that the assumption of no significant change 
in exchange rate policy was inconsistent, given likely world trade 
price developments, with the price objectives of the program. Mr. de 
Fontenay replied that the 18 per cent through the year rate of increase 
in prices was built up from an 18 per cent increase in wages, a 16 per 
cent through the year rate of depreciation and a 2-3 per cent increase 
in world market prices. Dr. Silva Lopes countered that all forecasts, 
including the OECD and UNCTAD (for raw material prices), showed a 
major acceleration in prices. Dr. Constancio also questioned the 
c0nsistency of a rate of inflation through the year of 18 per cent 
and an average increase for 1979 of only 19 per ~ent, given that the 
rate of inflation at the end of 1978 was 25 per cent. The staff 
representatives replied that the forecast for world prices used in 
their working document was based on a detail forecast made for each 
country in connection with the Fund's world economic outlook exercise. 
On the latter point raised by Dr. Constancio, Mr Stuart indicated 
that given the unpredictable pattern of _price increases during the 
year, the factors affecting price increases on average and through 
the year had been used in the forecasts. The two results were not 
necessarily inconsistent. 

Dr. Constancio noted that the subceiling on credit to the 18 
largest public enterprises would reduce their share of credit from 
13 per cent in 1978 to only 10 per cent in 1979 and asked about the 
r&asoning behind this. He stressed that a ceiling on total c~edit 
(domestic plus foreign) to these enterprises ~uld be a very difficult 
point in the negotiations as important investments of these firms 
(particularly the electric company, the fertilizer company and per­
haps the steel company) were to be implemented. He saw the limita­
tion of total credit as an inadequate instrument for controlling the 
operating losses of these corporations. Dr. Silva Lopes noted that 
as most of the foreign borrowing of the economy was done by the public 
sector and public enterprises, a ceiling on their borrowing was es­
sentially an overall debt ceiling. In reply m these points, Mr. de 
Fontenay indicated that the very preliminary figure in the monetary 
survey for credit to the public enterprises took into account the 
increase of Esc 6 billion in capital transfers from the budget to 
the public ente~prises. He emphasized that there was no-intention to 
stop foreign borrowing or investment spending by these firms, but 
to make sure the borrowing and investment which was undertaken was 
consistent-with the remainder of the program. 
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Mr. Constancio asked what assumptions on interest rate levels () 
were included in the program. Mr. de Fontenay indicated that the 
zero change in velocity that had been assumed precluded any change in 
deposit rates. 

0 

0 
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The objective of the program is to achieve a further reduc­
tion in the current account deficit of the balance of payments 
and in the rate of inflation, while maintl:iining a positive rate 
of growth for the economy. In view of the fact that the deficit 
and the rate of inflation remain excessive, a premature relaxa­
tion of past year's stabilization efforts would be unadvisablc 
despite the progress achieved last year. Any policy action which 
could be interpreted as likely to lead to an acceleration of the 
rate of inflation and exchange rate depreciation could, given the 
large increase in liquidity in the economy, have disastrous 
consequences, including p~essures on the exchange rate. Another 
objective of the program is to attain a better allocation of the 
stabilization effort be.tween the public sector, including public 
enterprises, and the private sector. In 1978, the former did 
not contribute at all to the reduction.of dissaving in the 
economy. In 1979, the public sector should make a po si ti ve con­
tribution to the savings effort and reduce its· claim on financial 
resources. Finally, further progress should be made in reducing 
restrictions on trade and payments. 

In quantitative terms, the targets of the prpgram should be 
a reduction in the current account deficit of the balance of pay­
ments to not more than $800 million; a reduction in the rate of 
inflation to not more than 18 per cent; and a rate of growth of 
real GDP of 3 per cent during 1979. The policy instruments used 
to achieve these targets are the same as in last year's program 
with minor adaptations. The detail of the program is described· 
in the attached four tables. These should be regarded, however, 
as no more than a preliminary attempt to pr~sent the program in 
a consistent framework. 

Tables 1-2 show balance of payments and national accounts 
projections. It should be noted that for the purpose of finan­
cial programming, given the uncertainties on the course of the 
economy in the last quarter of 1978, all projections are made 
from end-78 to end-79. In Table 2, however, average rates of 
change are shovm. Thus the objective of a 3 per cent growth 
rate during 1979 translates into an average growth rate of about 
2 per cent. 

Table 3 presents the budget of the traditional public sector 
wi1ich would be consistent with the objective of stabilizing both 
private and public consumption in real terms: this re.quire:s 
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roughly that current receipts match current expenditures. While 
this represents apparently a considerable effort compared with 
1978 results, one must view most of the 9 million cantos of 
extraordinary appropriations in December 1978 as expenditures 
which would normally have taken place in 1979 and should there­
fore be substracted from the 1978 budget and added to the 1979 
budget. The.refore, while it may appear that the required change 
is from a current deficit of 26 million contos in 1978 to equi­
librium in 1979, this represents in actuality a shif~ from a 
deficit of about 17 million contos in 1978 to one of about 9 
million contos in 1979. 

Table 4 is a preliminary outline of the monetary and credit 
targets. It shows for 1979 a further reduction in the rate of 
growth of money and credit, ln line with the lower rate of gro~th 
of nominal income and expenditure. By comparison with the 1978 
program the two main differences are: 1) the inclusion of 
public entcrprisej in th~ public sector subceiling in order to 
avoid that they pre-empt an excessive share of the overall per­
missible credit expansion, possibly to finance current expendi­
tures. Due to data. limitations, credit to only 18 public enter­
prises is shown in the table but it is hoped eventually to in­
clude credit to all public enterprises: 2) foreign borrowing 
by the public sector in excess of the amount agreed in the program 
will be counted against the credit ceiling. Figures given in the 
table for the public sector may need to be revised after discus­
sion of the foreign borrowing prospects for 1979. 

Appendix l summarizes proposals on restrictions. 

0 
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Table 1. Portugal: Balance of Payments 1977-1979 

. 1/ 
(In millions of US dollars)-

1077 1978 1979 
Estimate Projection 

Exports of goods and services 2,890 3,513 4,060 

Unit value 6 6 
Volume 15 9 

Imports of goods and services 5,344 5,713 6,175 

Unit value 6 .6 

Volume 1 2 

Balance of trade and nonfactor· -2,454 -2,200 -2, 115 
services 

Investment income -179 -327 -415 
,' 

( __ .,/ P riv at e transfers 1,134 1,585 l 730 

Curren·t 

Memo: 

Growth 

Sources: 

account -1,499 -942 
(9) (5) 

in Foreign Markets 3.4 4.1 

Data provided by the Portuguese authorities and staff 
projections. 

]./ Numbers in brackets are percentage of GDP 

-800 
(4) 

4.8 



Table 2. Portugal: National Accounts 1978-79 

(In billions of escudos) 

1978. 1979 
Price Volume 

deflator 1978 
Percentage Increase Prices 

)ri va te Consumption 581 19. 2 581 

?ublic Consumption 112 1s.o 112 

Investment 184 1.Ll. L..§. 191 

Fixed capital ·161 19.2 4.3 168 
Stocks 23 19.2 23 

Domestic expenditure 877 19.l 0.1 884 

Exports of· goods and 15 5 20.0 9.0 169 
services 

Import µ.sing expenditure 1,032 19.3 2.0 1,053 

Imports of goods and 250 20.0 2.0 255 
services 

Gross domestic product 782 ),~ 2.0 798 

20 '0 

C 

1979 
Prices 

692 

13.3 

228 

200 
28 

l,CG3 

203 

0 
1,256 

306 

950 

0 
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Tab le 3 Portugal: Public Sector Budget 1978-79 

(In billions of escudos)i/ 

Current receipts on basis of 
no tax changes 

Tax Effort 

Current receipts 

Current expenditures 

Goods and Services 
Subsidies and Transfers 
Interest on Public Debt 

Current balance 

Capital receipts 

Capital Expenditure 

Other treasury operations, net 

Overall balance 

1978 
Estimate 

210.5 

210.5 

236 6 

112.4 
101.7 
22.5 

-26.1 

5 7. 2 

-4.1 

-84.0 
(-10.7) 

di Numbers in brackets are percentages of ?DP. 

1979 
Program 

257.6 

16.9 

274.5 

274 5 

133~0 
107. 5 
34.o 

4.0 

66.0 

-5.0 

-67.0 
(-7.0) 



Net foreign assetsd1 

Money stock 

Other items, n~t 

' 4/ 
Domestic credit-

Public sector 51 Public enterprises­
Private sector 

Memorandum items: 

Domestic credit expan­
siori as a percentage 
of initial M2 

Annual percentage change 
i 11 1\12 

Quarterly change in 
dcsoasonalizcd M2 ~/ 

S0urcc: Staff projections. 

]j J\.c tual. 

Table 4. Portugal: Monetary Projections 

(Changes in billions of escudos) 

End Eeriod stock 
1978 

rrr.11 IV_g/ 1978 I 

-34 8 
' . -1a.o 13,6 

666.0 728.0 160,6 28.0 

126.8 138.1 28.6 

827.6 a s1 .. 1 175,5 28.0 

.·'156 6 l7l. 5 7 48. 2 
? 106: 7 114.6 22,9 

113.o 
3

0
0 

5 64,. 3 598.0 104.4 12.0 

36.l 28
0

8 

21.0 

6.7 

1979 

II III 

5.1 

27. 0 

21.0 40.4 

'"7 0 J7. 0 
14:o 4.5 
16.0 28,9 

22.8 

24.4 

IV 

-5.2 

56.0 

61.2 

?18. 0 
5.4 

37,8 

21.5 

:!./ Staff projection. 
3/ Excluding valuation adjustment and assuming average quarterly US $/Escudo exchange rates 

fn7, 1979 of: 4G. 884, 48. 6GG,. 50,515, 52.435. 
~/ Including uncollectable debts. 
5/ Eighteen enterprises only. 
GI I? .ni-. of Portugal adju·stment factors. 

D 0 0 

156. 5 

15~.51 

51.,. o
1 

, 16. 91 
94

0
6 

•, 
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Portugal; Measures Concerning the Exchange and Trade Svstec (1979) 

1 Remittances of Profits and Dividends 

2. 

a. The waiting period resulting from the phasing of these 
remittances averaged 58 days in January 1979; this should 
be reduced further to the point ,~ere it could be attri­
buted entirely to administrative factors. 

b The basic objective should be the restoration of prompt 
payments, .defined as not involving a delay beyond one or 
two days. 

c. Procedurally, discontinuation of the present practice of 
phasing these remittances, need not involve a change in 
the relevant section of the Investment Code (i.e., Article 14, 
Saction 2 of Decree~Law N6. 348 of August 24, 1977); it can 
be done throug~ a Central Bank circular to the banks, grant­
ing genera~ authorization for such remittances to be effected 
in all bona fide cases. 

Import Surcharges 

(i) The 20 per cent surcharge: 

a. It is important to adhere to the declared timetable 
of phasing out this surcharge by the be~inning of 
October 1979. 

b. It is understood that an alternative measure being con­
templated is in the form of a replacement of the sur­
charge by a general import tariff on the relevant items, 
following agreement with the EEC 

(ii) The 60 per cent surcharge: 

a. It is also important to make progress towards the de­
clared objecti;e of replacing this surcharge with 
alternative measures, beginning in early 1979. 

b As a minimum, a beginning can be made by exeopting 
from the surcharge, a defined list of iter.:s currently 
subject to it. 

c. There is also need for a time-table substantiating 
the intentions of the authorities to eliminate this 
surcharge. 
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3 Quantitative Restrictions on Imports 

a Progress would also need to be demonstrated regarding the 
declared intention of the authorities to reduce or eli­
minate the restrictiveness of these trade restrictions. 

b. As. an initial step, an announced list of currently affected 
import items could be made free from quota restrictions, 
and/or the relevant q~~tas could ~e increased in foreign 
exchange terms. 

. ' 
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INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources 

Minutes of Meeting No. 18 
Held at the Bank of Portugal 

on Wednesday, February 21, 1979 at 6:00 p.m. 

Present: 

P-0rtuguese representatives: 

Dr. Silva Lopes, Governor of the 
Bank of Portugal 

Dr. Constancio, Vice Governor of 
the Bank of Portugal 

Dr. Oliveira Pinto, Vice Governor 
of the Bank of Portugal 

Dr. Cavaco Silva, Bank of Portugal 

Fund representatives 

Mr. de Fontenay 
Mr. Osunsade 
Mr. Stuart , 
Mrs. Teigeiro 

Dr, Silva Lopes explained that the Portuguese representatives 
had examined ·the staff's preliminary macroeconomic program and had 
found that it coincided with their own thinking on a number of 
points. While the Portuguese projected an external current account 
deficit of about US $950 million for 1979, compared with the staff's 
target of US $800 million, both projections assumed.the same in- · 
crease in export volume~ (9 per cent), private transfers, and invest­
ment income, and roughly the same elasticity of imports with respect 
to changes in import using expenditures (l.O). The Portuguese projec­
tions differed from those of the staff on a number of key points, 
however. They had assumed an increase in real GDP of 3.5 per cent 
(compared with the staff's 2 per cent), a considerably higher increase 
in world prices (6.5 per cent in effective terms versus the staff's 
1.0 per cent), and a significantly lower average rate of deprecia­
tion (0.4 per cent per month in effective terms after March 31, 1979, 
compa~ed to the staff's assumption of no change in present policy). 

After noting these differences Dr. Silva Lopes explained that 
the Portuguese forecast for the growth of real GDP of 3

0
5 per cent 

was considered to be the minimum necessary to avoid a further dete­
rioration in unemployment. He noted that the index of employment 
had already begun to show a decline at the end of 1978, and it was 
the authorities' intention to try to avert the social and political 
tensions which would follow a large increase in unemployment. 
Turning to the composition of GDP, which was as follows: 



Private consumption 
Public consumption 
Investment 
Exports 
Imports 

GDP 
GDP deflator 
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1979 
percentage change in 

constant prices 

1.7 
3.0 
4.9 
9.0 
~ 
3.5 

19.3 

Dr. Silva Lopes explained that the figure for the growth of public 
consumption had been taken directly from the 1979 budget, while 
private consumption had been obtained as a residual. The projected 
increase in private consumption would be accounted for by increased 
consumption among non-wage earners as some further decline in real 
wages had been built-into the forecast. The targeted increase in 
real investment was· not c;:onsidered to be overly ambitious in the 
light of public (and some private) investment projects known to be 
i11 progress. The projected increases in the volume of exports and 
imports were derived directly from the balance of payments forecast. 

In summary, Dr. Silva Lopes felt that the principal points of 
disagreement between the staff and the Portuguese representatives 
centered on the growth of real GDP, the increase in international 

0 

prices, the current account deficit target, and the rate of depre- Q 
ciation. Of these he considered the international price assumptions 
and the rate of depreciation the most difficult to resolve. 

In reply, Mr, de Fontenay stressed that in th~ staff's view 
the principal target of the program should be a further reduction 
in the external current deficit. This objective was consistent 
with a through-the-year increase in real economic growth of about 
3 per cent. Achieving a further reduction of the rate of inf1ation 
was·also very important. He felt that the staff and the Portuguese 
representatives were not far apart in their targets for the balance 
of payments, growth, and domestic prices, but differed on how such 
goals should be achieved. The Portuguese placed greater stress 
on reducing the rate of depreciation, whereas the staff placed 
greater emphasis on the contribution of fiscal and monetary policy. 

The discussion then turned to an explanation of the assumptions 
underlying the staff's and the Portuguese representatives' inter­
national price projections. Mr Stuart explained that the staff's 
projection was taken from the Fund's most recent World Economic 
Outlook forecasting exercise, completed just before the mission 
left for Portugal. This forecast showed a deceleration in the rate 
of growth. of world prices in US dollar terms between 1978 and 1979, 
assuming unbroken cross rates for the dollar and other currencies 
at the end of 1978. Dr. Cavaco. Silva explained that the Portuguese 

0 
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projections had been based on recent price forecasts by the 
OECD and UNCTAD. The Portuguese had adjusted the general world 
price assumptions implicit in these forecasts for the par­
ticular composition of Portuguese imports. The projected in­
crease in oil prices in 1979 would add 1.0 to 0

0
5 percentage 

points to the price forecast. In his view the decline in 
Portuguese import prices in 1978 had been due largely to the 
effective depreciation of the US dollar and to very favorable 
agricultural price developments. In 1979, a catching-up effect 
was expected to offset the decline in world prices of the 
previous year. This would lead to a 6

0
5 per cent increase in 

Portuguese import prices in effective terms, including petro­
leum. Mr. de Fontenay commented that the increase in Portuguese 
import prices in foreign currency terms over the past four years 
had been strikingly low. It was hard to reconcile this past 
performance with such a large indrease in import prices in 
1979. At Dr. Constancio's suggestion it was agreed that the 
Portuguese representatives would prepare a memorandum stating 
in detail the assumptiqns and calculations underlying their 
import price forecast. 

Turning to the influence of the rate of depreciation on 
domestic inflation, Dr. Silva Lopes felt that the Portuguese 
model was based on a cost-push approach to controlling infla-
tion whereas that of the staff emphasized demand factors. He 
explained that the Portuguese representatives had prepared 
an econometric model which indicated that the rate of depre­
ciation was a crucial factor in explaining domestic price develop­
ments. Demand management policies were of course important in 
controlling inflation, however, they could not nullify the 
effect of labor costs, interest rates, and the rate of depreciation. 

Mr. de Fontenay replied that the staff had no quarrel with 
the argument that depreciation was an important element deter­
mining the rate of inflation. The real question was to what 
extent the exchange rate could be utilized as an instrument in 
reducing the rate of inflation. If the exchange rate were to 
be given a key role in this process, it would undoubtedly have 
an undesirable effect on economic growth and reserve manage­
ment. Under present conditions, 1.e., a large external defi­
cit, surplus labor, an unfavorable composition of exports, and 
the need to find new foreign markets, it was neces.sary to 
maintain an exchange rate which, if anything, would be overly 
competitive. In addition, in order to encourage import substi­
tution it was important to ensure that the prices of traded 
goods rose faster than those of nontraded goods through exchange 
rate policy~ He felt that there was no doubt that Portuguese 
exports were highly competitive at present, arguing for some 
slowing of the rate of depreciation. However, any signifi-
cant alteration of present policy could only be contemplated 
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in connection with further reductions in the rate of inflation Q 
and the current account deficit of the balance of payments •. It 
was important not to be too ambitious now in order to avoid a 
sudden increase in the rate of depreciation later which could 
have disastrous consequences for expectations. 

Dr. Cavaco Silva explained that he felt that there was 
no basic disagreement between the staff and the Portuguese re­
presentatives on the need to maintain the competitiveness of 
Portuguese exports and the need to reduce the rate of domestic 
inflation. However, by slowing the rate of depreciation to 
an average of about 14 per cent during 1979, the Portuguese re­
presentatives felt that both goals could be achieved. It was 
very important to avoid the vicious cycle of inflation leading 
to faster depreciation leading to more inflation. He felt 
that with the important gains made in reducing the rate of 
inflation and the current external deficit in 1978, it was now 
time to significantly alter the rate of depreciation in order 
to avoid falling into the inflation-depreciation trap. 
Dr. Constancio added that the Portuguese representatives 
hoped that by reducing the rate of depreciation, and hence 
inflation, this year they would be in a position to set lower 
depreciation and inflation targets next year. This would mean 
an end to the repeated reductions of real wages experienced 
over the last three years. This was important because it was 
unlikely that the policy of reducing real wages to control () 
inflation could be followed for much longer. 

It was agreed to continue the discussion of world prices 
and the exchange rate at a later time and to begin discussion 
of the public sector budget and exchange and trade restrictions 
as .soon as possible. 

Turning to the question of the public enterprises, 
Mr. de Fontenay explained that it would be important for the 
staff to have a clear idea of their investment plans for 1979 
and their intentions with respect to obtaining foreign and 
domestic financing. Dr. Constancio explained that no new major 
investment projects were now being considered as the financing 
for such projects was not presently available. He was con­
cerned that the Portuguese representatives not be asked to 
commit themselves to a figure for overall credit to these enter­
prises as their investment program was still very unclear. 

0 
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Present: 

INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources 

Minutes of Meeting No. 19 
Hald at. the Bank of Portugal 

on Thursday, February 22, 1979 at 10:00 a.m. 

P?rtuguese representative Fund representatives 

Mr. de Fontenay Dr. Cavaco Silva, Bank of Portugal 
Mr. Osunsade 
Mr. Stuart 
Mrs. Teigeiro 

The purpose of the meeting was to follow up on a number of 
outstanding questions on which the Portuguese representatives had 
promised to provide detailed information. The .information gathered 
during the meeting is summarized below: 

1 0 Restrictions on trade and payments: The Portuguese representa~ 
tive said that discussions were still going on concerning further 
liberalization of trade restrictions. In the view of the auth~­
rities, there were two distinct aspects to be taken into account 
that of the balance of payments, and that of economic development 
(protection). These matters were under the jurisdiction of the 
Minister of Trade, who had not yet finalized his thinking on the 
necessary adaptations. On the 60 per cent ~urcharge, it had also 
not been decided whether adaptation should be in the form of a 
reduction of the level or the commodity coverage. As for the sur­
charge which had been·reduced to 20 pe~ cent, though active con­
sideration was being given to replacing it with general import 
tariff to be negotiated with the EEC, no firm decision had yet been 
taken. No major problem was envisaged on the need for further 
liberalization of the payments restriction arising from the phasing 
of outward remittances of profits and dividends from nonresident 
investments; the related delay had already been substantially cur­
tailed, ~d the objective was to rwduce it further to the point 
where it could be attributed entirely to administrative factors. 

2. Details of the New Budget: The Portuguese representative 
agreed that it was high time for detaiis of the new budget (includ­
ing the budget report) to be made available to the staff team; for 
this reason, he had himself decided to contact the Minister of Finance 
directly on the matter, but no progress had so far been made; he 
would keep trying and notify the staff team about subsequent develop­
ments. He felt, however, that there were already some preliminary 
indications about certain important aspects of budgetary policy 
such as the 3 per cent increase in public consumption contained in 
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the financial projections given to the mission team on the previous Q 
day by the Bank of Portugal. On the question of an apparent in­
consistency between this projected increase and the unchanged level 
mentioned in the new Plan, the Portuguese representative said that 
the 3 per cent figure was what had been officially given to the 
Bank of Portugal for purposes of monetary prog!amming for 1979

0 
He 

was not sure to what extent the projected increase in public con­
sumption was related to a planned increase in transfers by the 
Central Government. 

3. Investments by Public Enterprises: Concerning the public enter-
prises' investment activity in 1978, the Portuguese representative 
reported that Mrs. Constancio of the Planning Ministry had some data 
ready, and these would shortly be made available to the mission 
team. It was decided that the team would wish to have a further 
meeting with Mrs. Constancio after receiving these data. As for 
the investment plans of these enterprises during 1979, no informa­
tion was yet available; the Portuguese representative promised to 
contact the Secretary of the Treasury again on the matter. He 
commented that, like the staff mission, a broad section of opinion 
in the Portuguese administration was agreed about the importance 
of these enterprises in the efforts to find solutions to the pro­
blems of the Portuguese economy. 

4. BOP capital account in 1979: The Portuguese representative 
pointed out that so far the firmly known cases of draw-down plans Q 
for foreign loans by the public enterprises during 1979 were the 
following (US $, million): 

1. Banco do Fomento : 45 
2. TAP (Portuguese Airways): 50 
3. Portuguese Railways : 50 
4. BRISA 50 

There were, however, several cases of on-going negotiations of 
foreign loans by other enterprises, but these were as yet in the 
preliminary stages. Those for which numbers could be given in 
this context were the following (again, US$, millions): 

The Post Office: 
Quimigal 
Caixa Geral 

75 
25 

100 

As for direct foreign investment inflows, the Portuguese repre­
sentative pointed out that these had been projected at US $58 million 
for 1979 (i.e., same as the provisional data for gross inflow in 
1978). Should the Renault investment project come on stream during 
the year, it would entail an additional inflow of about US $15 
million. 
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Concerning use of foreign loans by the Government during 
1979, the Portuguese representative pointed out that the Belgian, 
Italian and Japanese tranches of the Paris loan were yet undisbursed. 
Disbursement of the Japanese tranche during the year was already 
negotiated, and those of the Belgian and Italian tranches were under 
negotiation. He added that the Portuguese Government planned to go 
to the international capital market also this year, but no precise 
indication was given as to the size of such new borrowing. 
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INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources 

Minutes of Meeting No. 19A 
Held at the Bank of Portugal 

on Friday, February 23, 1979 at 4.30 p.m. 

Present: 

Portuguese representatives 

Dra. Maria Jose Constancio 
Dra. Cocco 

Fund representatives 

Mr. de Fontenay 
Mr. Osunsade 
Mr. Stuart 
Mrs. Teigeiro 

At this meeting, more details on investments undertaken by public enter­
prises in the industrial sector in 1978 were provided, followed by a detailed 
discussion of proposals by the Ministry of Foreign Tr.ade related to changes 
in the restrictive system in 1979. 

Dra. Constancio presented a table which showed that industrial public 
enterprises had spent some Esc 30 billion on investments in 1978. In con­
trast with developments in the transportation sector, where considerable 
delays had been achieved as a deliberate result of policy and actual invest­
ment had been below the level authorized, investment in the industrial sec­
tor had actually exceeded authorizations. The Government had been less in­
tent on delays in this sector and the firms had been more agressive. The 
petroleum industry, where expenditure was almost double that authorized, 
had access to own sources of finance as.well as more foreign capital than 
had been expected. In the chemical industry, mainly petrochemicals, access 
to foreign credits was responsible for higher than authorized expenditure. 
Data on base metals were not available but investment in this sector had not 
been important· in 1978, as one major project had been stopped. The figure 
of Esc 30 billion for total investment by industrial public enterprises was 
seen as reasonable, as it represented a 28 per cent increase over 1977, 
approximately the increase achieved for investment as a whole. 

Looking to 1979, Dra. Constancio noted that the proposal by Petrogal 
was for an investment of Esc 3. 7 bi-·lion compared with Esc 5.2 billion in 
1978. Investments in the chemical and electricity sector would be higher. 
In 1978, the electricity sector had been restricted; only investment of 
Esc 10.6 billion had been authorized compared with an initial request of 
Esc 12.0 billion. The.steel industry had requested Esc 8 billion for 1979 
but the project was not well defined at this time. The decision on this pro­
ject, as well as on requests made by the petrochemical sector, would have to 
be taken by the Government. 

Mr. de Fontenay asked about the existing procedure for controlling the 
investments of the public enterprises. Dra. Constancio replied that a new 
law had be~n issued on December 30, 1978 which was designed to give the 
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Government better control of public enterprises. It was now expected, how­
ever, that this law would be revised. The Central Planning Department was 
currently receiving investment proposals; a list would be prepared and limi­
tations by sectors would be proposed: Meanwhile, the Secretary of State for 
the Treasury was to receive data on the financial situation of firms during 
March and the Government had until the end of March to decide on the invest­
ment program of public firms. This concluded the discussion on public enter­
prise investments. 

Mr. de Fontenay asked Dra. Cocco when trade data for December 1978 
could be expected. Dra. Cocco replied that the data were expected at any 
time--the institute of statistics was careful to correct for major errors 
in the end of year data before presenting even preliminary data, and this 
was responsible for the delay at the end of the year. Mr. de Fontenay then 
asked about forecasts for export trends in 1979. Dra. Cocco noted that the 
Ministry of Foreign Trade had prepared a forecast based on the methodology 
used in 1978, taking into account the evolution of markets and the pros­
pects for changes in market shares for each main category of goods. Present 
projections were for a volume increase in total exports of 9 per cent. The 
most difficult sector to forecast was textiles, for which a hypothesis of 
continued recovery, though at a slower pace than in 1978, had been used. 
The factor that most restrained optimism on textile exports was the agree­
ment with the EEC which set a limit on exports of individual commodities 
by country; the most restrictive limits were set by the U.K., Portugal's 
most important market. The agreement with the .EC went into effect in 1978 
and was to last for three years; restrictions by the U .K. had been imple- , 
mented in 1977. In 1978 the textile industry in Portugal had,·reacted sur­
prisingly well to the situation. It was also important to note that the 
quotas had been set on the basis of pre-crisis levels in line with tariff 
quotas included in the 1972 agreement with the EC; these were not very re­
strictive given the low level of exports from Portugal in 1977. For 1979, 
the quotas would be more restrictive, though some expansion was possible, 
particularly for products where exports in 1978 were well below the set 
limits. Prospects were also good in countries which did not apply restric­
tions and Portugal was doing well in developing new products. Portugal had 
an advantage vis-a-vis other competitors as EC tariffs did not apply to 
Portuguese products. The outlook for exports to Sweden was not good. A 
very restrictive system had been in effect for two years and was due to be 
renegotiated in March of this year. So far no agreement had been possible 
as Sweden had wanted to extend the list to other products and lower the 
limits. The danger was that a new system would be imposed unilaterally. 

The discussion then turned to a review of Portuguese import restric­
tions. Mr. de Fontenay expressed the hope that 1979 would see a continua­
tion of the marked progress toward the relaxation of import restrictions 
that had occurred in 1978. A schedule for the phasing out of the old 30 per 
cent surcharge had already been agreed in connection with the previous stand­
by arrangement. It was understood that this phasing was to be partially 
offset by an increase in some tariffs in line with multilatera~ agreements 
between Portugal and her trading partners in the EC and EFTA. As a point 
of information only, the Fund would be interested in more details on these 
tariff increases. On the 60 per cent surcharge and the quantitative restric­
tions, there had been statements in the previous letter of intent that the 
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Portuguese Government would attempt to replace the 60 per cent surcharge 
with domestic tax measures and reduce therestrictiveness of the system of 
quantitative restrictions. It should be part of a new stand-by agreement 
to reduce the coverage of the quota system and/or increase the value of the 
quotas. 

Dra. Cocco indicated that it was not possible to present a definite 
proposal on the 60 per cent surcharge pending further discussions with the 
Minister of Finance. The matter had been studied by an interministerial 
group with a view to either reducing the coverage and replacing by domestic 
taxes or establishing a timetable for the removal· of the surcharge. A num­
ber of the items were nonessential foodstuffs which were produced domestic­
ally for which an internal tax would be too harmful to domestic producers. 
Other items were true luxury goods; but on many of these domestic taxes were 
already very high. Also, for some items, it would be difficult to make the 
translation from trade category (import surcharge) to industrial classifica­
tion (on which basis the domestic tax could be applied). In any event, the 
technical work had been completed and now a political decision could b_e 
required.· She emphasized that the surcharge applied to about 1 per cent of 
imports in the first 11 months of 1978. Mr. de Fontenay indicated that 
there was little to choose between a reduction in the rate or a reduction 
in coverage. He noted that the authorities would have to argue that there 
were no alternative sources of tax revenue if the surcharge was to be justi­
fied on the basis of fiscal requirements. From the balance of payments 
point of view, Portugal was in a position to reduce restrictions. 

Dra. Cocco then referred to the proposal to raise some tariffs to par­
tially offset the reduction in the 20 per cent (formerly 30 per cent) sur­
charge. As a result of the October 1976 protocol agreement with the EC, 
Portugal had the possibility of reintroducing customs duties on products 
produced by a list of s-called 11old industries, as long as they were subse­
quently removed by 1985. A similar agreement was also made with EFTA coun­
tries. The list was finalized and it was agreed that the tariffs could only 
be increased if all other restrictions on these items had been removed. 
Thus it was proposed to retire the affected products from the list of the 
20 per cent surcharge to be replaced by a tariff of 18 per cent. The items 
covered represented 2.4 per cent of 1976 imports, compared with the total 
coverage of the 30 per cent surcharge of 26.9 per cent. For some EFTA coun­
tries, the replacement tariff would be only 21 per cent. It was expected 
that this action would take place before the end of March 1979. The sur­
charge would be removed on the affected products from all origins; the 
Portuguese Government would apply to GATT to raise duties on these products 
from non-EC and non-EFTA countries. 

Mr. de Fontenay asked for confirmation of the authorities' intention 
to maintain the agreed schedule for phasing out the 20 per cent (formerly 
30 per cent) surcharge. Dra. Cocco recognized that it was important that 
such a declaration be made, but it would have to come from the Minister of 
Finance or the Governor of the Bank of Portugal. 

Turning to the quotas on consumer goods, Dra. Cocco presented a pro­
posal to retire two items from the list (coffee and bananas) which would 
reduce the coverage of the quota from 4.1 per cent of 1976 imports to 
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3.2 per cent, and raise the quota on remaining items by 16.4 per cent from 
Esc 2.005 billion to Esc 2~335 billion, which she argued would maintain the 
foreign currency value of the quotas. Of the two items retired, coffee was 
quantitatively the most.important, as coffee imports had totaled Esc 0.9 bil­
lion in 1976, Esc 2.0 billion in 1977 and Esc 1.2 billion in 1978. The 
Government was replacing the quota with an internal tax to be collected in 
customs which would be a receipt for the supply fund. To reduce the impact 
of speculation in the sector, legislation on commercial margins for coffee 
would also be introduced. The second item to be removed, bananas, had repre­
sented imports of Esc 0.253 billion in 1976 and Esc 0.212 billion in 1979. 

The authorities had also investigated the possibility of reducing the 
quota coverage on manufacturing items. Dra. Cocco noted in this respect 
that seven industrial items, including wallpaper, electrical stoves and 
trailers, had been removed at the end of 1977. The main industrial products 
that remained were domestic appliances--refrigerators, dishwashers, washing 
machines for clothes--small electr:ical appliances and radios and televisions. 
For some of ·these products, domestic production was becoming significant, 
whereas when the quotas had been introduced production was practically non­
existent. Television sets were now being exported. It was the hope of the 
authorities to introduce into the quota system exemptions for exports in 
order to promote exports. 

Dra. Cocco presented further details on the quota on completely knocked 
down automobiles (CKD) which had been revised in December 1978. The autho­
rities were not proposing any further changes in the law; Dra. Cocco pre­
sented a table which showed, given certain arbitrary assumptions, that even 
if the new "tranche" of the quota that was set aside to allow for exports 
of automobiles was not completely utilized, the new system would be less 
restrictive than the one prevailing prior to December 1978. 
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Sistemas de continrentes cte ~utoro6veis em CKD aplicados 

em 1978 ·ea aplicar em 1979 

Vaior Per:i:oclo de 
(lOOOC..) aplica9.ao 

PORTARIA 762/77,de (:: Fev978 
17 de Dezembro 3 224,7 10,5 meses 

Dez978 

PORTARIA 712/78,de (~: Jan979 
6 de Dezembro 4 376,0 12 meses 

nez979 

-

QUP_DF'.O 2 

Compara9ao entre as quotas previstas Dara 1978 e 1979 

1978 1979(l) 

- Parcela completamente livre 2 579,8 2 680,3 

- Adicional para exporta9ao 644,9 765,8 

- Adicional resultante de I 

exportagao efectuada no I - 382,9 
ano anterior 

TOT/IL 3 224,7 3 829,0 

,__,_.:.__ 

Variagao em 1979/78/% 18,7 90 

-
(1) Considerou-se l._~ co valor total n2ra o ano 
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Present: 

INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Restiurces 

Minutes of Meeting No. 20 
Held at the Ministry of Finance 

on Monday, February 26, 1979 at 10:00 a.m. 

Portuguese representative 

Dr. Ohen Gongalves 

Fund representatives 

Mr. de Fontenay 
Mr. Osunsade 
Mr. Stuart 
Mrs. Teigeiro 

Introduction 

The principal topic of discussion during the meeting was the 
proposed 1979 budget of the public sector. Outiining the prin­
cipal features of the budget Dr. Gongalves explained that the 
balance in the current account had been achieved at the cost of a 
very significant effort to hold down expenditures and raise addi­
tional tax revenues. While the Government's principal aim had been 
to present a balanced current account, an effort had also been made 
to restrict the overall budget deficit to one percentage point of 
GDP less than was reached in 1978. This roughly translated into 
an overall deficit in 1979 equivalent to about 8 per cent of GDP. 
The consolidated budget presented on a national accounts basis was 
estimated using actual expenditure implementation ratios expected 
in 1979 and thus represented a "best estimate" of the likely out­
turn, abstracting from any additional appropriations which might 
be made during the year. The implementations ratios assumed were 
the following: 

personnel 
goods and services 
other current expenditures 
subsidies, current transfers, 

and interest payments 
capital expenditures and capital 

transfers 
financial assets/liabilities 

(in per cent) 

01.0 
95.0 
92.0 

100.0 

95.o 

100.0 
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On this basis an overall budget deficit of Esc 68 4 billion . . , 
excluding amortization and other financial charges, was projected. 
Including financial charges the overall budget deficit was fore­
cast at Esc. 80.l billion, of which Esc. 10.4 billion would be 
financed from the sale of bonds to the nonbank public Esc 3 7 ' . . billion from foreign borrowing, Esc. 60.5 billion from net domestic 
bank borrowing, with the remaining Esc. 5.5 billion representing 
amortization of bank debt. Dr. Gongalves noted that the Esc. 3.7 
billion forecast for foreign borrowing only represented financing 
for investments included in the Plan . 
2. Direct taxes 

Dr. Gongalves reviewed the estimates for direct taxes con­
tained in the budget: 

(a) Industrial tax. The estimate for the indu~trial tax 
had been based on the development of profits in 1978. The esti­
mate of Esc. 9.1 billion contained in the budget was considered 
realistic, and Dr. Gongalves pointed out that it was the only 
major tax for which collections had exceeded forecast receipts in 
1978. 

(~) Real estate tax. The receipts actually collected from 
this tax in 1978 had been disappointing; they had risen by less 
than expected, taking into account the 15 per cent surcharge 
introduced during 1978. Taking into account the tax rate and the 
present tax base, the receipts which should be collected from the 
real estate tax under normal circumstances could be expected to 
be rather higher than what in fact was normally collected. Part 
of the problem seemed to be due to delays in issuing tax notices 
for the real estate tax until October, which were related to 
problems with the computerization of collections. While forecast 
r9ceipts in 1979 did take into account the payment of Esc. 0.1 
billion of arrears from 197.8, there was no guarantee that the 
computerization problems experienced in 1978 would not be repeated 
in 1979. For this reason Dr. Gongalves felt that 1979 receipts 
from this tax might be somewhat overestimated. 

(c) Professional tax. The Esc. 14.6 billion estimate for 
receipts from the professional tax in 1979 was based on the a-sump­
tion of an average increase in wages and salaries of 18 per cent. 
The forecast also took into account some fiscal drag as well as 
the effect of i:he elimination of the 10 per cent surcharge and the 
increase in personal exemptions from 80 contos to 92 contos pro­
posed in the budget. 

(d) Tax on interest and dividends. The forecast for this 
tax was based on an estimate of the interest income earned on 
time deposits during 1978 as this represented the main revenue 
source for this tax. 'While the tax covers interest income earned 

( 

C 
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during 1979, because of the practice of paying interest at 6-monthly 
or annual intervals, the tax revenue would in fact be influenced 
by increases in interest rates and the level of time deposits 
held during 1978. Dr. Gongalves felt that the estimate for.this 
tax contained in the budget was about right because the·tax pa.se 
could be accurately calculated, and in previous years actual. col­
lections had differed little from forecast receipts. 

(e) Complementary tax. The problem of arrears was tradi­
tionally an important one complicating accurate forecasts of 
receipts from this tax. The gap between forecast receipts and 
actual collections in 1978 was large - Esc. 2

0
3 billion - how­

ever, the 1978 forecast was known to have been seriously over­
estimated to begin with, and delays in issuing tax notices for 
the real estate tax, mentioned above, had also contributed to the 
large shortfall in receipts in 1978. Except for the problem of· 
arrears, Dr. Gongalves nevertheless felt that the 1979 forecast 
for receipts from the complementary tax was fairly realistic. 
The forecast had been based on the assumption.of the collection 
of at least Esc. 0 0 5 billion in 1978 arrears (although this could 
be higher), a decline in the surcharge from 15 per cent to 10 per 
cent, larger personal deductions, and an .increase in wages and 
salaries of 18 per cent. 

(f) Extraordinary tax. Dr. Gongalves explained that the 
budget forecast of Esc. 16

0
0 billion for receipts from this tax 

was very optimistic as it was bas·ed on the maximum rates for 
each of the taxes contained in the overall proposal. These were: 
4 per cent on income subject to the tax on wages and salaries, 
3 per cent on income from pe~sions, 4 per cent on income subject 
to the industrial and real estate taxes, 5 per cent on income sub­
ject to the tax on interest and dividerids, and a 35 per cent sur­
charge on the vehicle tax. 

(g) Other taxes. The estimate for the tax on gifts and in­
heritances of Esc. o.S billion was considered realistic, and 
represented only a small increase over collections in 1978. 
Dr. Gongalves felt that the forecast 20 per cent increase in the 
real estate transfer tax (SISA) could be slightly optimistic as 
it depended primarily on transactions in the housing market which 
were not always easy to predict. Receipts from the tax on motor 
vehicles were forecast to total about thesame as in 1978. This 
reflected stagnation in the market for motor vehicles as well as 
the fact that the tax rate would remain unchanged. (The 35 per 
cent surcharge on the vehicle tax proposed in the budget came 
under the heading of the e~traordinary tax and thus did not affect 
forecast receipts for the vehicle tax itself). 

Looking at direct taxes as a group, Dr. Gongalves felt that 
the forecast for the real estate tax was probably too optimistic 
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while the complementary tax, and particularly the extraordinary 
tax, were difficult to predict and should therefore be treated ( 
with some caution. Mr Stuart noted, however, that the forecast 
receipts from the industrial tax may also have been overesti-
mated. Receipts in 1979 had been assumed to rise in line with 
profits, implying an elasticity of 1.0 with respect to the tax 
base. However, in previous years this elasticity had in fact 
been closer to 0

0
5 0 Dr. Gon~alves said that he would eheck this 

point. He noted that the 1979 forecast had taken into account 
some changes in the tax legislation which would have affected 
collections. These changes would not now be implemented, so 
to some extent the forecast did represent a slight overestimate. 

Indirect taxes 

(a) Import duties. The 21
0

0 per cent increase in import 
duties forecast for 1979 was based on a projected increase in 
import prices in escudo terms of 20-21 per cent, and the recovery 
of about Esc. 0

0
5 billion of 1978 tax arrears. No allowance 

had been made for increases in customs duties. 

(b) Import surcharge. Receipts from this tax had been 
projected on the assumption of a delay from April to July in 
the reduction of the 20 per cent surcharge to 10 per cent, and 
its elimination in January 1980 instead of in October 1979

0 

This delay was considered necessary in order to generate addi­
tional revenue to balance the current account of the public 
sector. 

(c) Stamp duties. The 1979 forecast of Esc. 17 0 5 billion 
for stamp duties takes into account the proposed introduction 
of a 20 per cent surcharge on a wide range of fiscal stamps and 
stamp duties as well as a surcharge of 3 per cent on the stamp 
duty required for banking operations (some Esc. 0

0
3 billion in 

additional revenue was expected from this measure alone). The 
forecast was to a large extent dependent on the level of economic 
activity and to the extent that activity remained depressed 
during 1979, receipts from this tax could in fact be overesti­
mated. During 1978, stamp duties were overestimated largely be­
cause the tax, which was expected to be introduced in Apri~ was 
in fact only implemented at the end of June, resulting in the loss 
of 2 1/2 months of additional receipts. 

C 

(d) Transactions tax. During 1978 there had been a large 
shortfall in revenue from this tax due to the failure to extend 
it to the full range of services provided for in the budget, as 
well as to a lack of firm knowledge about the tax base. For 
1979 the forecast for receipts was based on an increase in prices 
of 18 per cent, an increase in the "normait' tax rate from 13 per cen1 



) 

) 

- 5 - Meeting No. 20 

to 15 per cent, similar rate increases for other groups of transac~ 
tions, and the extension of the tax to the full range of service­
provided for in the 1978 budget law. The effect of price increases 
on tax receip+.s was expected to yield about Esc. 515 billion, 
while higher tax rates would result in 'an increase in revenue of 
about Esc. 5 0 6 billion. A further Esc. 1.2 billion was projected 
to come from the extension of the tax to services not previ• 
ously affected, while the remaining Esc. 1

0
2 billion of the in­

crease over 1978 collections would result from the fact that 
the additional 10 per cent surcharge provided for in the 1978 
budget was only applied during the second half of 1978 1 but would 
affect all of 1979. 

Mr. de Fontenay asked whether measures had been taken 
already to extend the transactions tax to other services. 
Dr. Gongalves explained that some tentative steps had been 
taken. The tax department of the Ministry of Finance had pre­
pared a set of draft regulations in June of 1978 which were subse­
quently revised, however, these regulations had not in, fact 
been implemented as yet; The authorities' experience in trying 
to extend the tax to other services had not really met with much 
success to date. In July 1978 the Government had entered into 
an informal agreement with the telephone company whereby a part 
of the increase in telephone rates granted at that time would 
represent the collection of the transactions tax. However, at 
the end of 1978 the telephone company was unable to transfer 
the proceeds earmarked for the tax as planned because of its 
large operating deficit. Mr. Stuart asked whether further 
research had been conducted into assessing the base for the 
transactions tax on services. Dr. Gongalves replied that no 
further work on defining the tax base had in fact been done. 

(e) Other indirect taxes. Dr. Gongalves explained that 
the forecast for receipts from the national salvatbn tax, which 
mostly affected gasoline and sugar, was considered realistic, 
or perhaps even on the low side, as collections were traditionally 
very stable. The forecast for the automobile sales tax took 
into account the projected stagnation of vehicle sales in 1979 0 

The small (Esc. o.5 billion) increase over actual 1978 collections 
was due to the assumption that the import surcharge on automo­
biles would be replaced by domestic tax. The increase in pro­
ji~cted receipts from the tobacco tax in 1979 was wholly due to 
the proposed increase in the tax rate to the maximum of 40 per 
cent provided for by law; no increase in consumption was assumed. 

Other revenue 

(a) Rendimentos da propriedade. The Esc. 1.7 billion short­
fall in receipts from this source in 1978 was mainly accounted 

,, 
i·· 

E 
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for by the absence of income from rents on collective farms 
(Esc. o.4 billion) and the inability of public enterprises to ( 
remit profits to the Government (Esc. 1.0 billion). For 1979 
the estimates were more realistic, however. Profits from credit 
institutions were expected to total Esc. 12.7 billion (about 
Esc. 7 0 0 billion in 1978), of which Esc. 11 0 4 billion would be 
derived from the Bank of Portugal; some Esc. 0.3 billion had been 
forecast for income from rents on collective farms, while a 
further Esc. 1.0 billion was expected from the profits of public 
enterprises. The remaining Esc. 0.6 billion would be derived 
from remuneration from the statutory capital of public enterpri-
ses and other property revenues. Dr. Gongalves felt that receipt 
of the Esc. 1

0
3 billion from collective farms and public enter-

prises would depend very much on the Government's determination 
to collect it. 

(b) Current transfers. The 1979 forecast included Esc. 1.8 
billion in transfers from the social security system to the budget 
(Esc. 6.0 billion in 1978) arising from the planned 1.0 percentage 
point increase in contributions on a projected wage bill of 
Esc. 240 billion. 

(c) Capital transfers. Capital transfers of some Esc. 3 0 2 
billion from the employment fund were built into the 1979 budget. 
In 1978 such transfers had reached only Esc. 2.0 billion, although 
Esc. 5

0
1 billion had been forecast. The 1979 forecast was a 

reasonable one but its realization depended very much on the ( 
Government's determination to obtain the funds. Capital trans-
fers from the employment fund to the budget were based on a 
"gentleman's agreement" which, as in the case of 1978, was not 
always kept. Dr. Gon9alves explained that some Ese. 1.0 billion 
in funds to be transferred were in fact loaned to enterprises to 
boost employment, while a part of the rest was used to build up 
the cash position of the employment fund. Dr. Gongalves noted 
that the employment fund's receipts were derived from a tax on 
wages (which would not be increased this year). Such receipts 
amounted to Esc. 10

0
3 billion in 1978. The employment fund did 

not pay unemployment compensation directly but transferred funds 
to the social security system for this purpose. 

Expenditures 

Mr de Fontenay asked how the Esc. 9.3 billion in special . 
appropriations approved at the end of 1978 had been allocated. 
On an administrative basis Dr. Gongalves explained that the 
special appropriations had been allocated as follows: 
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Subsidy for supply fund - Ministry of Finance 
(outras despesas da administragao) 

Increase for health services - Ministry for Social 
Affairs 

Sines projects - Ministry ·Of Finance 
(despesas prbpias) 

Railway subsidy - Ministry of Finance 
(subsidios as empresas) 

Pension fund for railroad - Ministry of Transport 
and Communications 

Credit for refugee investments (General charges 
of nation) 

Meeting NO. 20 

, (billions 
of 

Escudos) 

2.0 

o.7 

9.3 

In terms of economic classification these items were all included 
in current transfers and subsidies. Within the Esc. 9.3 billion 
in special appropriations, the additional expenditures for the 
railway pensions, railway subsidies, health service, and social 
security were considered urgent and could not be delayed further. 
The appropriation for the Sines project and the supply fund was 
not as urgently needed, however, and could have been postponed 
u~til 1979. Dr. Gongalves added that the Esc. 2.0 billion in 
special appropriations for the social security system had in 
fact been financed by Treasury operations and not by the budget. 
This loan from the Treasury to the social security system was to 
be repaid over several years from subsidies to the public enter­
prises which had evidently not been remitting social security 
contributions. 

Mr. Stuart asked how the 3 per cent real increase in public 
consumption on a national accounts basis had been distributed 
by economic classification. Dr. Gongalves explained that most 
of the increase by economic classification could be found in wages 
and salaries. He noted that the final estimate for this item in 
1978 took into account expenditures for increased benefits, promo­
tions, the· creation of new services, and increases in personnel 
during the year. The 1979 forecast, however, was based on present 
knowledge of the public sector workforce and did not generally 
take into account increases for promotions, etc., except in the 
case of the armed forces. Dr. Gongalves noted that while the 
Government had made statements from time to time about limiting 
hiring in the public sector, about 30,000 new public employees 
had in fact been hired in 1978, or an average of around 2-3,000 per 
m~nth. This increase was responsible for the additional Esc. o.5 
billion appropriation for health services for civil servants con­
tained in the 1979 budget under "other current expenditures." 

Under "interest payments" Dr. Gongalves noted that in 1979 
Esc. 2.0 billion represented projected interest payments on 
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nationalization bonds. A further Esc. 13.0 billion corresponded 
t,'.) interest paid to the Bank of Portugal, compared to Esc. 11. O 
billion in 1978. The interest rate on all existing and new 
government debt held by the Bank of Portugal had been lowered 
to 5 per cent in 1979, from 10 per cent in 1978, and 18 per 
cent in 1977. A further Esc. 1.0 billion in interest payments 
was earmarked for special payments on two types of securities 
issued by banks before the revolution. This payment amounted to 
Esc. o.4 billion in 1978. 

Mr. Stuart asked why the increase in current transfers from 
the Central Government to the rest of the public sector appeared 
s~ low. Dr. Gongalves felt that-this was a rather low figure 
and was perhaps unrealistic. He explained that this was due in 
part to a lack of coordination among public sector bodies. The 
autonomous funds and services submitted their 1979 expenditure 
proposals in June of 1978. With the delay in presenting the 1979 
budget some of these bodies had submitted new proposals while 
othemhad not, so it was entirely possible that the final outturn 
in 1979 for this item would be much higher than forecast. 

In answer to a question about transfers to the supply fund, 
D~. Gongalves indicated that in 1979 some Esc. 3.4 billion had 
been earmarked for this use, which included subsidies for the 
basket of essential goods (cabaz de compras), compared with an ( 
original appropriation of Esc. 3.2 billion in 1978 and a final 
outturn of Esc. 5

0
6 billion. The Esc. 2.4 billion overrun in 

1978 had been used to repay financial obligations to the banking 
system. 

In summary, Dr. Gongalves explained that current transfers 
during 1979 could be subdivided into the following categories: 

(In billions of escudos) 

Housing fund 
Institution for assistance to school 

children 
Refugee Institute 

·Pension fund for railways 
Health service for civil servants (ATSE) 
Health and hospitals 
Local authorities 
Pension 
Sllpply fund 
Housing 
Export promotion fund 
Highways -
Sources for agriculture and fishing 
Other 

Actual 

1JWi 

0.2 
1.7 

1.4 
1.3 
1.1 
N.A. 
3.5 
N.A. 
5.6 
N.A. 
N.A. 
N.A. 
N.A. 
NA 

4S.5 

Projected 

.liUft 

1.3 
1.9 

1.0 
1.11/ 
1.1-

27.2 
4.0 
1. l 
3.4 
1.3 

C 0.1 
1.2 
o.8 

-2:.....2. 
48.8 

· ··L·~~Al Esc. o.4 billion in ttother appropriations" is 
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Turning to capital expenditures, Dr. Gongalves felt that 
the forecast for expenditures for investments of the Plan could 
be an overestimate as a certain amount of underspending was normal 
in this area. He felt that financial charges for decolonization 
might also have been overestimated slightly, but that the esti­
mate for servicing the public debt was accurate. 

The meeting was adjourned for lunch, and would resume at 
4:00 P.m. the same afternoon. 
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INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources 

Minutes of Meeting No. 21 
Held at the Ministry of Finance 

on Monday, February 26, 1979 at 4:00 p.m. 

Portuguese representatives 

Dr. Ohen Gon~alves 

Fund representatives 

Mr. de Fontenay 
Mr. Osunsade 
Mr. Stuart 
Mrs. · Teigeiro 

At this meeting, Dr. Ohen Goncalves continued his review of the budget 
report for 1979. Mr. de Fontenay recalled that the official communique 
announcing the budget had referred to significant increases in spending on 
health, education, and agriculture. However, in reviewing the morning 
meeting, it was difficult to find these increases. Dr. Gon9alves replied 
that he too was puzzled by the announcement but had not yet been able to 
check the source of validity of these figures; perhaps they were based on 
a comparison of the 1979 budget with initial budget figures for 1978. 

Referring to the indications given during the morning meeting that 
the number of employees in the public service had risen considerably during 
the year, Mr. de Fontenay asked .for information on which services had shown 
particularly large increases in 1978. He asked if it wasn't necessary for 
ministries to indicate the number of posts in their ministries when submit­
ting their requests for appropriations. Dr. Ohen Gon~alves replied that 
there was considerable administrative difficulty in this area and they were 
forced to rely on indicators, such as the number of civil servants enrolling 
in the medical services plan. The Parliament did not approve the budget on 
the basis of functional classification but only according to Ministry. Each 
agency had a list of its posts which it used in filling vacancies and in some 
cases these had increased during 1978 and would have their full effect only 
in 1979. 

Last year, the total cost of increases in salaries had come to approxi­
mately Esc 10 billion, Esc 7.5 billion for the.Central Administration, 
Esc 1.2 billion for the local authorities and Esc 1.3 billion for hospitals 
and autonomous bodies. The cost of increases in the military services 
totaled Esc 2.4 billion of the total for the State of Esc 7.5 billion as 
the military got higher increases than other civil servants. The cost of 
restructuring in the armed services was an additional Esc 0.3 b.illion. 

Dr. Gon9alves then turned to a detailed review of Table V, showing the 
appropriations by the }1inistry. General Charges of the State were to decline 
by Esc 645 million due mainly to a decline in expenditure on refugees--
from Esc 1.4 billion in 1978 to Esc 1.0 billion in 1979. There were also 
some problems with classification, as this heading now included the Secretary 
of State for Culture and the Office of Administrative Reform. 
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National Defense appropriations had increased by Esc 4.5 billion due 
to increased expenditure on personnel and purchases of fuel. Salaries 
of military personnel would also be increased through allocation of some 
of the unallocated budget (Dota~ao provisional) of Esc 10 billion. 

Under other general administrative expenses of the Ministry of Finance, 
there was a decline of Esc 2.5 billion due mainly to a decline in the trans­
fer to the supply fund from Esc 5.6 billion in 1978 to Esc 3.4 billion in 
1979. The ;increase in "Despesas Proprias," within the Ministry of Finance 
were mainly for the tax department and for customs guards to control smug­
gling. This guard service was to be provided with better equipment and 
there was al allocation to provide some housing facilities for the gu.ards. 

The Ministry of the Interior had an increased appropriation of 17 per 
cent in Esc 2.3 billion including Esc 0.5 billion in transfer to the local 
authorities, Esc 0.6 billion in capital transfers and the impact on the full 
year in 1979 of new expenditures for security forces approved during 1978. 

The Ministry of Justice had a 21 per cent increase largely due to a 
transfer of responsibility of labor tribunals from the Labor Ministry. 

The Ministry of Agriculture and Fishing had an 
or Esc 3.5 billion as there was a very complex plan 
Ministry to enable it to intervene more effectively 
required Esc 1.9 billion for personnel expenditure. 
crease of Esc 1.3 billion for investment. 

increase of 42 per cent 
to reorganize the 
in the economy which 
There was also an in-

The Ministry of Industry and Technology was to receive Esc 555 million 
or 39 per cent additional of which Esc 260 million was to be used to esta­
blish a new institution, the National Laboratory for Engineering and 
Technology. There was also Esc 190 million for investments of the plan. 

Commerce and Tourism was to be appropriated an additional Esc 800 mil­
lion or 29 per cent but this was not a very meaningful figure. The lar-
gest amount of this, Esc 530 million, was for the Contas da Ordem of a pub­
lic agency that was borrowing from the Caixa Geral on its own account t.o 
lend to hotels. This agency used to guarantee borrowings by hotels and in 
order to borrow on their own account they were required to submit an appropri­
ation. There was also an allocation of Esc 165 million for investment in the 
plan. 

The 4 per cent increase in the appropriation to the Ministry of Education 
was difficult to discuss because of a change in the designation of directorate 
within the Ministry. 

The Ministry of Social Affairs was to receive an additional Esc 2.8 bil­
lion or 10 per cent more. In the final budget last year, some Esc 23.2 bil­
lion had been transferred to the health services (including hospitals) while 
this year Esc 27.5 billion would be transferred. (N.B., transfers from the 
social security system to the health services were to decline from Esc 3.4 biJ 
lion to zero, implying that total transfers for medical services were 
Esc 26.6 billion of which hospitals received Esc 9 billion in 1978 compared 
with Esc 27.5 .billion of which hospitals would receive Esc 10 billion in 1979 
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The Ministry of Transport and Communications was to receive Esc 722 mil­
lion or 8 per cent less. This was partly due to a reduction in a contas da 
ordem item for the land transportation fund. Another decline was in the sub­
sidy to the railroad pension plan of Esc 277 million which Dr. Ohen Gon<j,alves 
thought was wishful thinking. There was an increase of Esc 328 million for 
investments of the plan. 

Housing and Public Works would receive Esc 5.8 billion or 24 per cent 
more, of which Esc 4.1 billion was for investments of the plan. Also, another 
"contas da ordem" account, an agency for the promotion of housing, was indi­
cating additional revenues and expenditures of Esc 1.4 billion for an expan­
sion in its activities. 

Dr. Ohen Gon9alves then referred to Table VII on the functional classi­
fication of expendiures. The points to be mentioned that were not clearly 
brought out in the discussion of expenditure as shown in Tables V and VI 
were (1) a 19 per cent increase (Esc 5.2 billion) in health expenditures 
which was shared in by the Ministries of Social Affairs, Housing and Public 
Works and Education,· (2) · under the heading 11Servi9os Gerais da Administr9ao 
Publicd'was included Esc 10 billion for pay raises in the public sector. 

Mr. de Fontenay recalled that Dr. Gon<j,alves had indicated during the 
morning meeting that the Ministry of Finance had issued guidelines to the 
various ministries to be used in the preparation of their requests for cur­
rent appropriations. He asked about this procedure that had been followed 
in setting the capital budgets. Dr. Ohen Gon9alves recalled that during the 
life of the third Government, it had been indicated that in preparing the 
1979 budget the current deficit should be eliminated and the overall deficit 
should be reduced in relation to GDP from the level then being estimated for 
1978 (8.5 per cent) to 7.5 per cent. It was felt that a capital budget of 
Esc 45 billion, compared with Esc 35 billion in 1978, was consistent with 
this target. The Central Departmtnt of Planning was responsible for re­
ceiving proposals and establishing priorities. 

Mr. de Fontenay asked for a clarification of now the new law on local 
authorities' financing was being handled in the new budget. Dr. Ohen Gon9alves 
replied that pending the preparation of the list of responsibilities to be 
transferred to the local governments by end-March and the subsequent parlia­
mentary debate and approval, (followed by a revision of the budget law), it 
had been decided to keep current transfers at the 1978 level, Esc 4 billion. 
This compared with a potential loss to the budget if the first two parts of 
the law were implemented of Esc 13.4 billion. 

Mr. Stuart referred to the consolidated public accounts table (Table XVI) 
on a national accounts basis and asked what implementation ratios had been 
used in preparing this forecast. Dr. Ohen Gon9alves indicated the following: 

Expenditure 
Implementation 

Ratio 

Personnel 97% 
Goods and Services 95% 
Transfers, subsidies and 100% 

interest payments 100% 
Other current 92% 
Capital expenditures and transfers 95% 
Financial operations 100'! 
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The meeting was held to conclude the discussion of the 1979 budget of 
the public sector. At the outset of the meeting Mr. de Fontenay asked 
Dr. Goncalves to explain the content and purpose of the "contas da ordem" 
in the budget. Dr. Goncalves explained that the contas da ordem was a bal­
ancing item composed of certain of the receipts and expenditures of many 
of the autonomous funds and services. Any autonomous fund or service whose 
transactions were included within contas da ordem automatically became sub­
ject to public accounting regulations. Not all such bodies were so inclu­
ded, but the authorities' aim was to eventually include at least the prin­
cipal ones in order to introduce a greater degree of fiscal control over 
their operations. Dr. Goncalves noted that in the 1978 budget the port 
authorities of Lisbon and Oporto, two autonomous services, were included 
in the contas da ordem as were a number of other services. The principal 
autonomous funds so included were the Tourism, Merchant Marine, Fishing, 
Land Transportation, and Housing Funds, while the Supply Fund and the Unem­
ployment Fund were not included. Borrowing by these funds, whether from 
the Treasury or the banking system, were counted as a receipt in contas da 
ordem in the budget of the state, but as a financing item in the consoli­
dated public sector accounts. 

Turning to the budgets of the autonomous funds and services Dr. Goncalves 
explained that the figures for transfers from the Central Government to 
these bodies should be treated with caution as in some cases there were dis­
crepancies between the amount of transfers provided for in the budget ,and 
what these entities were expecting to receive during 1979. This problem 
stemmed from the fact that some of these bodies had not revised their esti­
mates of projected budgetary needs for 1979, which were prepared in June 
1978, to take into account any new requirements which might have surfaced 
between then and the preparation of the budget in February 1979. While it 
was hoped that these entities would practice greater restraint with respect 
to expenditures if their budgeted transfers fell short of their financing 
needs, Dr. Goncalves explained that they could bridge the resource gap by 
running down cash balances or by borrowing. 
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Mr. Stuart asked whether the 1979 forecast for transfers to and expen­
ditures by the medical services was realistic in view of the fact that 
transfers to this service were so large in 1978. Dr. Goncalves explained 
that the medical services had submitted a request for transfers from the 
1979 state budget of Esc 13.0 billion on the basis of their budget proposal 
prepared in June. However, the final figure now included in the 1979 bud­
get was for transfers totaling Esc 17.0 billion, or about the same as in 
1978 (Esc 17.6 billion). He pointed out that if the Esc 2.0 billion of the 
1978 outturn specially transferred to pay for arrears to pharmacies was ex­
cluded, the 1979 forecast represented an increase of Esc 1.4 billion (9 per 
cent) and therefore was not quite so unrealistic. 

In answer to a question concerning why the 1979 forecast for expendi­
tures for goods and services of the autonomous funds and services showed 
virtually no increase over the November 1978 outturn estimates, Dr. Goncalves 
explained that in 1978 part of their expenditures which should have been in­
cluded in current transfers, i.e., certain expenditures of the health ser­
vices, were instead counted as goods and services. The error had now been 
rectified and this would be reflected in the final outturn for 1978 which 
was to be provided to the mission. 

Turning to the budget of the social security system, Dr. Goncalves 
explained that the large increase in administrative expenditures contained 
in the 1979 budget reflected higher expenses for personnel. In the past 
wages and salaries in the social security system had been lower than else­
where in the public sector and the intention was to raise them in 1979 to 
the level of the rest of the public sector. With respect to revenues the 
1 percentage point increase in the contribution rate included in the 1979 
budget was expected to generat,e an additional Esc 1.8 billion in revenues 
(calculated for a nine-month period). Dr. Goncalves explained that the 
recurrent sale of bonds by the social security system included in the 1978 
budget exercise did not in fact occur because it was dependent upon the pub­
lication of legislation regulating the indemnification of the former owners 
of nationalized firms, which did not take place. In 1979, however, the sale 
to the banking system of some Esc 1.4 billion of the equities of such firms 
held in the portfolio of the social security system was planned and would 
be used to repay previous bank borrowing. 

Concerning the financing of the deficits of the various components of 
the public sector, Dr. Goncalves explained that, excluding amortization and 
decolonization charges of Esc 11.7 billion, the Esc 60.1 billion deficit of 
the state (national accounts basis) would be wholly financed by borrowing. 
The deficit of the autonomous services (esc 5.7 billion) would be financed 
by borrowing of Esc 3.8 billion and the use of cash balances of Esc 1.9 bi] 
lion. The deficit of the autonomous funds (esc 2.4 billion) would be fi­
nanced by the running down of cash balances of Esc 2.8 billion (some 
Esc 2.4 billion from the unemployment fund) implying a repayment of 
Esc 0.4 billion in financial obligations. The Esc 1.6 billion deficit of 
the local authorities would be wholly financed by further borrowing, whil• 
the Esc 1.4 billion surplus of the social security system would be used t 
retire outstanding financial obligations. Overall, the deficit of the pt 
lie sector was expected to reach Esc 68.4 billion in 1979 on a national 
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accounts basis. Including financial charges of Esc 11.7 billion, the glo­
bal deficit of Esc 80.1 billion woudl be met by net borrowing from the bank­
ing system of Esc 60.5 billion, foreign borrowing of Esc 3.7 billion, the 
sale of Esc 10.4 billion of bonds to the nonbank public, with the remaining 
Esc 5.5 billion discrepancy being accounted for by the amortization of debt 
held by the banking system. 

Mr. de Fontenay asked whether estimates could be provided for the 1979 
complementary period and for Treasury operations. Dr. Goncalves explained 
that not enough information was presently available to forecast either of 
these variables accurately. The complementary period for 1978 had been 
higher than expected as a result of the additional expenditure appropria­
tions made at the end of 1979, but the 1979 complementary period could be 
expected to conform to the more normal pattern of previous years. 
Dr. Goncalves felt that it was very risky to try to pinpoint a value for 
Treasury operations in 1979 as this item was subject to the influence of 
many unpredictable factors. 

In answer to a question concerning whether transfer payments among the 
various elements of the public sector were evently spread throughout the 
year, Dr. Goncalves explained that in previous years (including 1978) inter­
governmental transfers did not generally conform to any particular time path. 
Most transfers were based on "gentlemen's agreements" and as a result the 
actual transfer of funds was often haphazard. It was hoped that in 1979 a 
quarterly schedule could be established, at least for the most important 
elements of the public sector. 

Mr. de Fontenay asked whether there had been any indications of diffi­
culties in tax collections in recent months. Dr. Goncalves explained that 
there had been a decline in tax collections during the final months of 1978. 
Part of this was undoubtedly related to cash-flow difficulties in some com­
panies; this was part·icularly true in the case of the stamp tax. But in 
other instances, i.e., the real estate tax, the computerization of tax col­
lections had accounted for at least some of the delay. He observed that at 
present a late charge of 2 per cent per month was imposed on all tax arrears. 
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The meeting was convened by the Governor, Dr. Silva Lopes, who opened 
the discussions by referring to the technical document prepared by the 
Ministry of Commerce, concerning the projection of Portugal's import prices 
in 1979. The Portuguese representatives were informed that the mission team 
had recently consulted headquarters about this matter and the consultation 
did not appear to warrant.a change in the numbers discussed in earlier 
meetings. It was agreed to have a meeting on the following day, aimed at 
reaching a common position on the behavior of international prices. 

2. Unresolved questions 

Concerning the proposed program for 1979, Dr. Silva Lopes proceeded to 
outline what he called "areas of disagreement" as follows: 

(i) 
(ii) 

(iii) 
(iv) 

the GDP growth target; 
international price projections; 
depreciation rate of the escudo; and 
external current account (deficit) target 

He commented that early agreement on the question of international prices 
would facilitate an agreement on the rate of depreciation, thus leaving two 
questions (on the growth and external current account targets) to be resolved. 

Commenting on the suggested approach, including the time-ordering of 
proposed policy changes, Mr. de Fontenay said that the exchange rate policy 
followed thu·s far has been a notable success story, and that it would be un­
fortunate to make major changes in this policy at such an early.stage. A 
change could be considered justifiable only at a later stage, if close exa­
mination of the related macroeconomic variables should show clear improve­
ments. Consideration of the matter should also take account of reductions 
in import surcharges, since these were equivalent, on the import side, to a 
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lowering of the rate of depreciation. For example, phasing-out of the 20 per 
cent surcharge on 30 per cent of import payments would amount to a reduction 
of 6 per cent in the rate of depreciation, or by 0.5 per cent per month. 
However, should the evaluation of on-going discussions support an improvement 
in the underlying economic and financial situation, the mission would be 
willing to consider a mo.dest downward change in the rate of depreciation, 
essentially as a reflection of an improvement in the underlying situation. 

As regards the limit on the external current account deficit, 
Mr. de Fontenay commented that there was no room for flexibility in terms 
of upward revisions; indeed, an improvement in the evolution of this deficit 
was a raison d'etre of Fund assistance.in support of stabilization programs. 
It would therefore be difficult to justify a stand-by program with the Fund, 
should the external current account deficit be higher than the indicated 
figure of US$800 million. Concerning the GDP growth target, Mr. de Fontenay 
pointed out that the Portuguese authorities' target of 3.5 per cent on aver­
age through 1979 was clearly on the high side, and would imply a growth rate 
of up to 7 per cent by the end of the year. Such a growth rate could not be 
considered consistent with a limit of US$800 million on the external current 
account deficit. In this context, attention was drawn to the fact that the 
miss.ion's visit was in connection with the formulation of a stabilization 
program, whereas the Portuguese authorities appeared .to have somewhat differ­
ent objectives in mind. 

Responding to Mr. de Fontenay's observations, Dr. Silva Lopes stated 
that, given the wide differences in position between the two sides of the 
meeting, it was difficult to proceed; his side would like to re-examine 
their position in the light of the mission's p~esentation. He wondered, 
however, whether there were other areas that could be usefully discussed. 
Mr. de Fontenay stated that the objective should be to make as much progress 
as possible in the on-going discussions. On this basis,·the discussions 
touched upon the new budget and the broad elements of credit ceilings for 
the proposed program, as summarized below. 

3. P·reliminary impressions on the new budget for 19 79 

Mr. de Fontenay pointed out that the mission was not yet in possession 
of full information on the new budget. Incomplete data thus far available, 
however, suggested that there were problems. How the budget would emerge 
out of forthcoming parliamentary debates was also uncertain. On the revenue 
side, considerable uncertainty appeared to surround the "extraordinary" tax 
(on workers' end-of-year bonus). Although the choice of individual tax 
measures was not the business of the mission, the rationale for the extra­
ordinary tax was rather difficult to understand, in view of its apparent 
unpopularity. It was therefore difficult to count on the implementation of 
the tax, especially considering past failures to implement such a measure. 
Prospects also remained unclear concerning the recent law on revenue-sharin: 
with local governments; no information was yet available to the mission on 
the proposals which the Government was expected to make concerning the im­
plementation of this law. On the expenditure side, though greater realism 
than in the past was generally evident, there were problems in certain im­
portant areas. For example, it was not clear how the budgeted cut in sub­
sidies was to be achieved. In respect of health services, budgeted outla3 
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for 1979, though high in absolute terms, appeared not to adeuqately reflect 
the large expansion of these services during 1978. On the whole, revenue 
seemed to have been at least slightly.overestimated, while the picture on 
the expenditure side remained largely unclear. Looking ahead, Mr. de Fontenay 
added that the mission intended to give an assessment and some related sug­
gestions to the Minister of Finance; discussions could therefore resume at 
a later date when the budget situation would be clearer. Sometime around 
mid-April 1979 was thought feasible for such a resumption of discussions. 
In this connection, it was agreed that·the mission would meet the }Iinister 
of Finance on Friday, March 2, 1979. 

4. Elements of a new credit program 

As regards their thinking on a new credit program, the Portuguese rep­
resentatives promised to provide the mission with relevant data at a meeting 
scheduled for Friday of the same week. Proceeding to other aspects of the 
financial program, they stated that the proposed inclusion of the public 
enterprises within the subceiling on credit to the public sector would create 
difficulties. Apart from the unavailability of adequate data on the finan­
cial operations of those enterprises, their inclusion in the fiscal subceil­
ing would render the Government vulnerable to political accusations of try­
ing to stiffle the private sector (within which these enterprises are insti­
tutionally classified). The Portuguese representatives also wondered whether 
the Fund had ever adopted this approach toward public enterprises in stand-by 
arrangements with other Fund member countries; this question was answered in 
the affirmative by Mr. de Fontenay, citing the cases, inter alia, of the 
United Kingdom, Egypt and Jamaica. The Portuguese representatives were in­
formed that the mission would be open to any alternative approach they might 
wish to suggest, consistent with the common objective of ensuring that these 
enterprises took necessary price and management steps to prevent excessive 
dependence on the budget and/or banking system credit. 

As regards measures on the exchange and trade system, it was noted that, 
as stated in earlier meetings, no major problem was envisaged in the dis­
cussions. However, no official proposals had yet been made concerning al­
ternative measures to replace the agreed phasing-out of the 60 per cent sur­
charge. As for the other import surcharge which had already been reduced 
to 20 per cent, the mission hoped that Portugal would adhere to the phasing­
out timetable agreed under the prevailing stand-by arrangement with the Fund. 

Concerning interest rate policy, the Portuguese representatives informed 
the mission that their plan was to lower interest rates by 2 percentage points 
immediately following the proposed stand-by arrangement with the Fund, and by 
further 2 percentagepoints later in the year. They explained that high in­
terest cost was a major factor holding back the expansion of the economy, 
and that in the absence of such a relaxation, attainment of their growth ob­
jective would be impossible. Furthermore, in combination with their planned 
reduction also of the rate of depreciation, they did not see any serious 
danger that such a lowering of the rate of interest would creat_e problems 
of leads and lags. Responding, Mr. de Fontenay expressed concern about the 
probable announcement effect of such a change in interest rates. Attention 
:as also drawn to the fact that a lowering of domestic interest rates at this 
·ime would be contrary to on-going trends in the rest of the world. In any 
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case, to the extent that the financial problems of firms related to low 
cash flows, deriving in turn essentially from low capitalization, a differ­
ent approach other than simply a lowering of lending rates might need to be 
considered. As for stimulating economic activity through a reduction in 
the cost of borrowing, this could in the meantime be done through selective 
changes in lending policies--such as an enlargement of the first tranche 
of the Central Bank's rediscount ceilings with the banks. The attention 
of the Portuguese authorities was also drawn to the fact that the provis­
ion for a mid-term review in the proposed program argued for a,,cautious 
approach in making policy changes; any further necessary changes could be 
identified at the review stage, in the light of evolving circumstances. 
On the qiestion of possible enlargement of the first tranche of the Central 
Bank's rediscount ceiling, the Portuguese representatives pointed out that 
such a step would be unlikely to prove helpful to final borrowers, since 
there was no assurance that the banks would pass on the benefit to their 
customers. Concerning the implications of their proposed interest rate 
changes for the income velocity of money, the Portuguese representatives 
pointed out that, with an assumed deceleration of the rate of depreciation, 
the income-velocity of money should remain stable or perhaps decline some­
what. 

With respect to growth .and price objectives, the Portuguese represen­
tatives characterized the policies embodied in the 1978 stand-by arrange­
ment as too restrictive arguing that these measures had produced overall ex­
ternal surplus and a deceleration of inflation, but little economic growth, 
They expressed surprise that, in spite of this outturn, the mission was 
still not changing its negotiating stance, adding that in the absence of 
such a change, resumption of growth would be impossible. They were, however, 
reminded of the available scope for growth, notably in the form of export 
expansion and investments by the private and public sectors; in addition, 
the new budget had provided for a 3 per cent increase in-public consumption 
in real terms. As regards price policy, the Portuguese representatives 
argued that, considering the expectational factor, the present time was 
mo.st opportune to start bringing down the inflation rate through a reduction 
in the rate of depreciation; otherwise, it would be difficult to avoid the 
vicious circle of high inflation leading to rapid depreciation, leading in 
turn to further inflation. They added that the Government had negotiated 
the 18 per cent annual limit on average wage increases in 1979 on the under­
standing that the rate of depreciation of the escudo during the year would 
not exceed 14 per cent in effective terms. In this connection, the atten­
tion of the Portuguese representatives was again drawn to the fact that a 
reduction of the import surcharge was bound to exert a downward effect on 
import prices in escudo terms. They argued, however, that the domestic 
price effect of such a measure would not be much, because of the limited 
coverage of the surcharge, the significant level of exemptions, and the pJ 
to replace the surcharge with another tax in the case of automobiles. 

Before closing the meeting, Dr. Silva Lopes reiterated that agreemer 
on the question of international prices would facilitate progress in the 
discussions. In the meantime, he would contact the Minister of Finance 
explore the scope for further re-examination of Government policies. 
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The meeting was convened to discuss the projections made by the 
Portuguese representatives concerning the behavior of import prices in 
1979. These projections showed average price increases during the year, 
in U.S. dollar terms, of 2.5 per cent for agricultural products, 7.2 per 
cent for industrial raw materials, 10.0 per cent for fuel, and 12.4 per 
cent for manufactures; with allowance for the oil price increases announced 
for the year by the OPEC countries, the projected annual increase in the 
dollar price of manufactures was marked up by 1 percentage point, i.e., to 
13.4 per cent. For the projection of import price increases in the local 
currencies of supplier countries, the approach followed by the Portuguese 
representatives was based on the shares in Portuguese imports, of eight 
countries accounting in 1977 for about 34 per cent of total imports and 
61 per cent of manufactured imports, namely Belgium, the Federal Republic 
of Germany, France, Italy, the Netherlands, Sweden, the United Kingdom and 
the United States. By weighting the individual country shares with the 
expected local-currency price increase in each case, the Portuguese rep­
resentatives obtained a projected overall price increase of 5 per cent in 
local currencies for imports of manufactured goods in 1979; this was raised 
by 1 percentage point on account of the expected impact of the increase in 
oil prices. Taking account of the probable rise in the local-currency pri­
ces of the other import categories, the Portuguese representatives arrived 
at an overall projection of 6.3 per cent average increase in the supplier 
countries' local currency prices of Portuguese imports in 1979. 

2. Areas of difference 

Commenting on the presentation made by the Portuguese representatives, 
Mr. de Fontenay stated that the work had undoubtedly been done with great 
care. The Portuguese projections of 1979 price changes for agricultural 
products, industrial raw material and fuels, were seen as presenting no 
major problems, as they did not differ substantially from these of the 
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mission team. The main inconsistency to be resolved related to prices of 
manufactured goods: the 1979 price increase projected for this group of 
imports by the Portuguese representatives was far in excess of expected 
price changes derived on the basis of the recent World Economic Outlook 
(WED) exercise by the Fund. This exercise had yielded a projected 1979 
price increase of 4.6 per cent for manufactures, which was close to the 
corresponding price projection by the OECD, in contrast to the 6.0 per cent 
increase (including oil price effects) projected by the Portuguese repre­
sentatives. In response to the Portuguese representatives' point that the 
OECD price projection for 1979 (i.e., roughly 5 per cent increase for manu­
factures in 1979) was done before the increase in oil prices, and that the 
OECD had subsequently estimated an additional price increase of 0.5 per­
centage point to 1.0 percentage point on account of the oil price increase, 
the Portuguese representatives were informed that, arguably, an increase in 
oil prices, by increasing the danger of a recession, could lead to a rein­
forcement of anti-inflation measures in the industrial countries, which 
would therefore lead to a deceleration of upward pressure on the prices of 
manufactured exports by these countries. In answer to a question by the 
Portuguese representatives, it was explained that the projected price in­
crease of manufactures in the WEO exercise was derived on the basis of the 
forecasted unit price increase of exports in the producing countries, 
weighted by country trade shares. In U.S. dollar terms, this approach 
yielded for manufactures a 1979 price increase of 8.1 per cent as weighted 
by shares in total trade, and 8.3 per cent in terms of their weight in 
Portugal's import trade. The Portuguese representatives drew attention to 
the fact that, in contrast, their projected price increase for manufactured 
imports had been derived on the basis of the shares of these countries in 
Portugal's manufactured imports, as noted in section 1 above. 

3. Currency conversion problems 

In answer to inquiries as to how they have proceeded from the computed 
local-currency price changes noted above, to their projected 1979 import 
price increase in overall terms of 21.33 per cent and 10.8 per cent in escu­
dos and U.S. dollars, respectively, the Portuguese representatives explained 
that these were derived on the policy assumption of a depreciation of the 
escudo during the year by 14.0 per cent in effective terms and by 9.5 per 
cent in terms of the u.s~ dollar; the assumption of 14 per cent effective 
depreciation during the year was consistent with a 0.4 per cent monthly rate 
of effective depreciation beginning after the first quarter of the year. 
Should the U.S. dollar and the escudo start to move together for the remain­
der of 1979, this would yield a depreciation of the escudo by 9 per cent 
against the U.S. dollar in 1979. In this context, attention was drawn to 
the point that, whereas. the WEO exercise had assumed no change in cross­
rates during the projection period, the Portuguese price projections appea· 
to be based on a different assumption on cross-rates, since they implied a 
17.2 per cent effective depreciation of theescudo vis-a-vis the currencie~ 
of the eight principal trading partners mentioned in section 1 above, in 
contrast to a projected 14.0 per cent effective depreciation in overall t 
The Portuguese representatives attributed this discrepancy to the fact tb 
their manufactured imports were mainly from hard-currency countries. Thf 
also pointed out that whereas the Bank of Portugal's effective exchange· 
calculations were based not only on merchandise transactions but also on 
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current invisibles, the effective exchange rate concept for their price pro­
jections related only to import weights. As to the countries supplying the 
balance of 39 per cent of their manufactured imports, they mentioned that 
these consisted of a wide range of countries, including Canada, Japan, Norway, 
Spain and Switzerland. 

In conclusion, it was agreed that the mission team would have another 
look at the computations, and would at a later date prepare a short note on 
this subject for the Portuguese authorities. It was noted that at least the 
main areas of difference in these projections had been clearly identified. 



INTERNATIONAL MONETARY FUND 

Portugal - 1979 Use of Fund Resources 

Minutes of Meeting No. 25 
Held at the Bank of Portugal 

on March 2, 1979 at 11:00 a.m. 

Present: 

Portuguese representatives 

Dr. Cavaco Silva a . 
Dr. Teodora Cardoso 

Fund representatives 

Mr. de Fontenay 
Mr. Osunsade 
Mr. Stuart 
Mrs. Teigeiro 

Before the presentation of the Portuguese proposal on credit policy 
for 1979, Dr. Cavaco Silva presented a number of tables. One table indi­
cated the effective exchange rate and U.S. dollar rate for the escudo for 
the period 1977-1978, Another table indicated the amortization schedule 
for the external debt of the Bank of Portugal .in connection with which 
Dr. Cavaco Silva added that the Bank of Portugal was scheduled to repay 
some of the short-term BIS credits at a rate of US$30 million a month. 
The loan agreements for the two 1978 consortium loans totalling US$450 mil­
lion were also presented. 

. a 
Turning to the proposed credit program, Dr. Cardoso began the dis-

cussion by noting that most of the hypotheses on which the program was 
based had been mentioned previously. These included the almost immediate 
reduction in interest rates of 2 percentage points followed by an additional 
reduction of 2 percentage points in the period July-September 1979. The 
figures on net foreign liability developments were being presented for the 
first time and they indicated a loss of US$300 million dollars. As for non­
monetary liabilities, allowance had been made for an increase of US$45 mil­
lion in the foreign liabilities of the Banco do Fomento in the first quarter 
of 1979, as part of the loan agreement concluded toward the end of 1978, Also, 
US$100 million was to go to the Caixa Geral--this was assumed to come in the 
second quarter of 1978, although it was possible it would be delayed until 
the third quarter. Finally, in the third quarter the Banco do Fomento was 
to receive an additional US$20 million. The change in other items net inclu­
ded the profits made by the banking system, including the Bank of Portugal •. 
The change in the second quarter reflected the transfer of profits from the 
Bank of Portugal to the Ministry of Finance. Profits of other banks were 
accumulated during the year and transferred to the capital account in the 
new year. Profits of the Bank of Portugal were projected to rise by less 
than in previous years due to the reduction in the rate of interest on .-pub­
lic debt held by the central bank. 

The exchange rate assumption on which the program was based had been 
indicated earlier to the mission but the specific Escudo/Dollar rates that 
were assumed were: 



1979 
I 
II 
II 
IV 

- 2 -

Exchange Rate for the Escudo 

(Escudo/u.s. dollar) 1/ 

End of 
Period 

47 .515 
48.087 
48.666 
49.252 

1/ Assuming cross rates of January 1979. 

Meeting No. 25 

47.194 
47.896 
48.472 
49.056 

The valuation adjustment for bank credits denominated in foreign cur­
rencies was based on the outstanding level of these loans at the end of 
1978. It was not the policy intention of the authorities to have these 
credits decline in 1979, as it had been in 1978. 

There followed a lengthy discussion on the subject of the velocity 
of circulation which had been projected for 1979. Dra. Cardoso noted that 
for 1979 a reduction in the velocity of circulation of 3.3 per cent had 
been projected, compared with a reduction of 0.2 per cent in 1978. 

a Dr. Cardoso also indicated that it was important to consider the change 
in velocity during the year, as dramatic changes in nominal GDP and velocity 
developments were being projected. In the absence of quarterly national 
accounts estimates, the ·consumer price index and industrial production index 
had been used as indicators to trace velocity developments in 1978. On this 
basis, real output was estimated to have been about 5 per cent above year­
earlier levels at the beginning of 1978, and by year-end, real output was 
estimated to have been at about the same level or slightly below year­
earlier levels. This pattern had been distributed in a very rough way and 
combined with the consumer price index to yield the following series. 

1978 
I 
II 
III 
IV 

Price and Income Developments 

(Percentage Change from Year-Earlier Levels) 

Real Output Prices Nominal Income 

5 23 29 
4 20 25 
2 23 25 
0 25 25 
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To estimate velocity changes, a rapid adjustment of money holdings to 
nominal income developments had been considered unlikely, so a four-quarter 
moving average, seasonally adjusted, money stock series had been generated. 
Using this series in combination with the nominal income series shown above, 
the following velocity changes were derived. 

1978 
I 
II 
III 
IV 

Change in Velocity of Circulation 

Percentage 
Changed During 

Quarter 

0.2 
-2.5 
-3.8 
-2.0 

This series compared with little or no velocity change on average in a 1978, but Dr. Cardoso indicated she had not yet worked out the relation-
ship between the concept of velocity and the quarterly estimates; the cor­
respondence was difficult to make. 

For 1979, a series for nominal income on a quarterly basis had been 
projected which indicated a marked slowdown in the rate of price increase 
and an acceleration in economic activity. 

1979 
I 
II 
III 
IV 

Price and Income Projections 

(Percentage Change From a Year Earlier) 

Real Output Prices Nominal GDP 

-1 25 24 
-1 25 24 

2 18 20 
5 12 18 

The conclusions for the velocity of circulation that had been drawn 
·om this projection were the following: With the rate of price increase 
~ng with the rate of depreciation of the exchange rate falling rapidly 
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toward the end of the year, the effect of declines in the interest rate 
would be more than offset. For example, the rate of depreciation at the 
end of the year would be approximately 5 per cent at an annual rate while 
the three-month Eurodollar deposit rate in London was currently about 
12 per cent. Thus the interest rate differential would be less than when 
the Eurodollar rate was 7-7.5 per cent and the rate of depreciation was 
16 per cent. Mr. Stuart noted that the rate of depreciation of the escudo 
vis-a-vis the dollar had been considerably less than 16 per cent in 1978. a Dr. Cardoso suggested it was not so much what had actually happened to 
the U.S. dollar rate, but what expectations had been, that mattered. The 
conclusions for velocity were the following: The average decline in 
velocity would be between 3 and 3.5 per cent, and through the year would 
continue the trend established in the second half of 1978. 

1979 
I 
II 
III 
IV 

Velocity of Circulation 

Percentage Changes 
During Quarter 

-2.5 
-3.5 
-4.4 
-4.5 

Mr. de Fontenay enquired as to how this series was a continuation of 
the series for 1978 which showed -3.8 for the third quarter of 1978 and 
only -2.0 for the fourth quarter. Dra. Cardoso replied that the figure 
for the fourth quarter of 1978 was difficult to interpret as the historic 
seasonal adjustment factor for the fourth quarter was becoming less rele­
vant. Increases in the money stock at the end of December were becoming 
less and less important. Abstracting from the fourth quarter figure for 
1978, the projection for 1979 could be seen as a continuation of the trend a established in the second half of 1978. Dr. Carodos emphasized that the 
velocity numbers related through-the-year nominal income to changes betwef 
quarters in a four-quarter moving average seasonally adjusted money serie 
It had not been possible to relate through-the-year money numbers to nomi 
nal income, because the monetary series had behaved very strangely in th, 
fourth quarter of 1977. 

Mr. Stuart noted that according to the projections, the money supp. 
would rise during 1979 by 26 per cent, while nominal income at end-1979 
would be some 18 per cent above that of a year earlier, implying a velc 
decline of 6 per cent. Dr. Cardoso repeated that she had not worked, 
the implications of her exercise for velocity measured in this way. 
Mr. de Fontenay noted that in addition to the relationship between th, 
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of depreciation and the rate of interest, an important factor affecting 
velocity was the relationship between inflation and the rate of interest. 
Dra. Cardoso replied that the second adjustment of interest rates would 
come only as the rate of inflation was declining. Mr. Stuart noted that 
the first reduction which was planned would almost .coincide with the surge 
in inflation resulting from the administered price increases. 

Mrs. Teigeiro asked which sectors were expected to provide the basis 
of the recovery, and the Portuguese representatives replied that the inter­
est rate reduction would benefit the construction sector. Dr. Cavaco Silva 
warned in this regard that, just as in the case of inflation, something 
must be done soon to start the recovery or the average growth projected for 
1979 could not be achieved. Given the fact that two months of 1979 had 
already passed, it might be necessary to think in terms of ·a March 1979-
February 1980 year in order to achieve the price and growth objectives. 

Mr. de Fontenay asked why it was seen as necessary for the net foreign 
liabilities of the banking system to decline by US$300 million in 1979 when 
the current account deficit was to be roughly the same as in 1978 and suf­
ficient financing had been found in 1978 to actually reduce net foreign 
liabilities. Dr. Cavaco Silva replied that the favorable developments of 
1978 should make a reduction possible in 1979. The figure of US$300 mil­
lion was not high in relation with what had been considered reasonable for 
1978 when the previous program was agreed. Developments in short-term 
capital movements which resulted in an inflow of US$350 million were lar­
gely once-for-all developments that would not be repeated. Mrs. Teigeiro 
asked what form it was expected this increase in foreign liabilities would 
take and how the remainder of the current account deficit was to be financed. 
Dra. Cardoso replied to the first question by noting that the net foreign 
liabilities of the commercial banks had declined toward the end of 1978 and 
it was possible for them to rise a bit, although it was not likely that they 
would be allowed to rise above their level of March 1978. The remainder 
would be financed using Bank of Portugal reserves. On the second question, 
Dr. Cavaco Silva replied that information on prospective capital flows had 
already been provided. There was a possibility of an additional loan to 
the budget which had not been mentioned but this information would have to 
come from the Minister of Finance. He suggested that all these credits 
made it possible to finance the current account deficit without using a 
large amount of Bank of Portugal reserves. 

Mr. de Fontenay concluded the discussion by noting there was considerable 
disagreement on even the major basic assumptions--interest rates, exchange 
rate, growth rates, net foreign liabilities, and the velocity of circulation. 
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Present: 

Portuguese representatives 

Dr. Jacinto Nunes, Minister of Finance 
Dr. Silva Lopes, Governor of the Bank 

of Portugal 
Dr. Almeida, Secretary of the Treasury 
Dr. Rui Vilar 
Dr. Oliveira Pinto 
Dr. Cavaco Silva 

Fund representatives 

Mr. de Fontenay 
Mr. Osunsade 
Mr. Stuart 
Mrs. Teigeiro 

The Minister of Finance invited the mission to connnent on the 1979 bud­
get. Mr. de Fontenay replied that he would like first to report on the rea­
sons for the difficulties met so far in reaching an agreement. The Fund mis­
sion had gone to Portugal on the understanding that a.stand-by arrangement 
would be negotiated on the basis of a program which, as most such programs, 
would feature a reduction in the deficit on the balance of payments. Con­
trary to last year's experience, it was also understood that the adjustment 
would have to come this time mainly from the public .sector. If this could 
be achieved then it might be possible to envisage a lower rate of depreci­
ation of the exchange rate, and, possibly, lower interest rates. However, 
the Portuguese negotiators had tried to reverse the order of the discussions 
and to get the mission to agree to a change in the exchange rate policy and 
to a lowering of interest rates before agreement could be reached on finan­
cial policies. Unfortunately, the mission could not accept such a proposal 
because there was a serious danger that a reduction in the rate of depreci­
ation and a lowering of interest rates, accompanied by lax financial poli­
cies, might lead to the same difficulties encountered in 1977 of inflation, 
speculative stockbuilding and capital outflows. There was also a basic dis­
agreement on the role of exchange rate policy: the Fund mission did not 
regard the exchange rate as an appropriate instrument to achieve a pre­
determined price target. Rather it regarded the exchange rate as an instru­
ment which should enable Portugal to achieve an improvement in its balance 
of payments at a minimum cost in terms of output and employment. The mis­
sion was still, in principle, ready to accept a reduction in the rate of 
depreciation and to discuss a lowering of interest rates so long as financial 
policies were under control. 

As far as credit policy was concerned, only preliminary discussions had 
been held and positions were still very far apart. But credit policy was 
largely dependent on the financial outcome of the public sector and 
Mr. de Fontenay said that he would now like to comment on the budget pro­
posals. The mission was well aware of the difficulties the Government had 
faced in preparing the budget and that some of these difficulties were re­
lated to problems which could not be corrected quickly, such as the need to 
reform the tax system, and the relative incompressibility of expenditures 
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for personnel. Nevertheless the Government had undertaken a courageous 
commitment, and here Dr. Nunes commented that indeed it had been politi­
cally difficult, to balance the current account budget and reduce the 
overall deficit. The figure in the budget on the financing requirements 
of the traditional public sector gave no difficulty to the mission; how­
ever Mr. de Fontenay said he was worried about the implementation of the 
budget and whether the estimate of the deficit was realistic. 

On the receipts side there was obviously a need for a strong effort 
to reverse the declining trend of tax collections. Furthermore because 
of the tax reductions included in the budget, the bulk of the tax effort 
came from the extraordinary tax. Mr. de Fontenay said he would like to 
return to this question later. On the expenditure side there also was a 
need for a stronger control over current expenditures in order to avoid , 
the same problem as in 1978 of expenditures exceeding appropriations. 
The budget featured a reduction in subsidies to public enterprises, which 
could be achieved only if the necessary measures, mainly in the form of 
increases in prices and rates could be taken. The amount of transfers 
from the state budget to the rest of the public sector showed practically 
no increase over the amount spent last year and since this included among 
others the health services whose expenditures had increased very rapidly, 
one could question the realism of such a projection •. There was no room 
in the budget for possible additional expenditures such as increases in 
social security pensions. Finally the projection for the deficit was 
dependent on normal rates of utilization of appropriations for investment 
and there was of course a danger that these might be exceeded. 

Mr. de Fontenay commented that there were major uncertainties re­
garding budget policy which had led him to propose that the negotiations 
be suspended until mid-April. First there was the obvious question of 
the fate of the budget proposals in Parliament. Second there was the 
question already mentioned of the measures to be taken to improve the 
financial position of enterprises, such as administered price increases 
which normally took place in March. Third there was the question of the 
law on revenue sharing with local authorities. Mr. de Fontenay said that 
the mission would want to see what would be the Government's proposals in 
this respect and how it would be possible to suspend the application of 
this law or at least to transfer to local authorities both expenditures 
and receipts at the same time in order to avoid unbalancing the budget. 
Dr. Nunes commented that this was indeed the intention of the Government. 

Mr. de Fontenay then said that it might strengthen the Government's 
position in achieving the desired implementation of the budget if the 
mission made some specific recommendations. These included (1) the im­
mediate implementation of the proposed extraordinary tax with the excep­
tion of that part of the tax dealing with labor income which the mission 
could not support becuase of the danger that it might lead to higher wage 
demands and becuase it seemed inconsistent with the Government's efforts 
to reduce taxation of labor income. At this point Dr. Nunes interrupted 
to say that this would leave the budget with a shortfall of 8 billion 
escudos and asked whether this would be acceptable to the Fund. 
Mr. de Fontenay replied that if the projected deficit were enlarged to 
Esc 8 billion this would mean little progress over 1978 and he hoped 



- 3 - Meeting No. 26 

that it would be possible to find offsetting revenues or expenditure cuts. 
Dr. Nunes then asked whether the mission could agree to a postponement of 
the reductions in the import surcharge scheduled for April 1 and October 1. 
Mr. de Fontenay replied that as far as the April 1 reduction was concerned, 
this was awkward because it fell during the period or the present stand-by 
agreement and it would not be a good precedent if Portugal did not abide by 
its commitment. Furthermore it was difficult to present a program which 
would feature both a reduction in the rate of depreciation and a retention 
of the surcharge. Dr. Silva Lopes then commented that the removal of the 
surcharge would have little effect as compared with a change in the exchange 
rate policy. Mr. de Fontenay replied that it was difficult to argue both 
that the retention of the surcharge was needed for revenue purposes and that 
its retention would not have any effect on the price level. 

The second recommendation of the mission was to implement the extension 
of the transactions tax to telephone service and to hotels, which had been 
decided in 1978 but not put into effect. The third recommendation was to 
take the necessary measures in terms of price and rate adjustments to im­
prove the financial situation of public enterprises and to make the reduc­
tion in budget subsidies realistic. The last recommendation regarding the 
traditional public sector was to impose a hiring freeze, with the exception 
of a limited number of priority services such as agriculture, the new labor­
atory for the Ministry of Industry and the Tax Department. Although it was 
difficult to obtain figures on public sector employment, it seemed clear 
that it had increased quite rapidly in 1978 and there was a danger, if not 
controlled, that it might again be a source of excessive expenditure. 
Dr. Nunes commented that the Government was indeed trying to get better con­
trol on hiring of public employees. Turning to public enterprises, 
Mr. de Fontenay said that the mission had suggested including them in the 
subceiling on credit to the public sector in order to avoid their stepping 
up their bank borrowing in order to offset the reduction in subsidies. 
Finally the mission suggested that guarantees extended by the state to pub­
lic enterprises for borrowing from the domestic banking system should not 
be increased by more than they were last year. 

Thanking Mr. de Fontenay for his presentation of the mission's views, 
Dr. Nunes summarized the position of the Portuguese authorities. On the 
basis of an increase in private remittances of US$40 million, which final 
December 1978 figures showed to be higher by that amount than originally 
estimated, and a reduction of US$60 million in their earlier forecast for 
imports in 1979, the Portuguese were now willing to accept a target of 
US$850 million for the current account deficit of the balance of payments 
in 1979. This target would be consistent with an increase in real GDP on 
average in 1979 of 3.0 per cent. Regarding the exchange rate, Dr. Nunes 
explained that an average effective depreciation of the escudo of 15 per 
cent instead of 14 per cent in 1979 would now be acceptable, implying a 
monthly rate of depreciation of 0.5 per cent after Mar~h 31. The forecast 
for the increase in international prices in local currency terms would be 
correspondingly reduced from 6.5 per cent to 6.0 per cent, on the assumption 
that the 10 per cent U.S. dollar increase in petroleum prices projected for 
1979 would contribute only 0.5 percentage points to the international price 
forecast instead of 1.0 percentage points as assumed previously. Dr. Nunes 
proposed that interest rates be reduced by 2.0 percentage points as soon as 
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a new stand-by arrangement was concluded, followed by a further reduction of 
2.0 percentage points sometime during the third quarter of 1979. Concerning 
the 20 per cent import surcharge, Dr. Nunes asked that both its reduction· to 
10 per cent on April 1 and eventual elimination by October 1 be postponed by 
three months. 

Mr. de Fontenay said that he intended to send to the Minister a letter 
summarizing the position taken by the mission. He asked that the letter not 
be made public and said that he hoped that the Minister would find it pos­
sible to come to Washington to present Portugal's case to the Managing 
Director. ~ 
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I,iarch. 5 * 1979 

frc!0ssor Jacinta Nunes 
C£~r~.'t:1 r:i~:Je l.ii11:tstt?l"', ? .. 1inir:ttel" of F'inanct:i: 
.:".nd Fle..nr?ine:, and Mintater :fo:r Eu.rope.1.n 

~inistry of Yinonca 
Li~bon 

'.fhe I.MF' sta.f:t team has reviewed recent eeonoroic develop­
~&.uts and pr~specto in Portugal and held preliminary discussions 
on th!!!l outlinia of a program which could be supported by a ne11 
stand-by arr&ngement with the Fund. This letter summarizes 
our viaws on tha key aapacta of the program

0 

The J:aain objective of the progr1:ut. should b~ to extend tht.i 
prog~ess ~chieved last year in reducing the current account 
deficit of the OIS',lanoe of Pi!.Yll1en.ta. Suell a r-2duction ie usually 
tbe "raiaon d 0 itra" of a stabilization program and a currant 
account daficlt of about t;soo million would seeu1 to bo the l;laximurn 
con. si stent ·,,i tn such a progra~,.. In the coming years Portugal wi 11 
require lu.rge a.zwunte of foreign 'borrnvdng to sustain ite develr,p­
ment effort~ prepa.:re its economy fol" aec<H!Hlion to El~C rn1.H,:btn·shipt 
and face its external debt repayment obligations. We estimate 
th,1.t by HHH tlio gross foreign b<.>rrowing requircl:ilent t':-111 be 
around S2 b1111on 0 This external financing io unlikely ta bo 
forthcor.ing ~nle~a it can be demonstrated that Portugal is making 
r:;:-ogreas in g,s.n.@ratin.g a b.igher lev~l of doi.1,e;;tic sa.vin.gs aad 
thnt its foreign borrowing ie being directed to productiwe uses 
that ,ri 11 eve-ntually euhanc,a, the fQr~ign exchange earning eapa-
ci ty of tue country& Portugal's external d~bt service burden 
is already quite bigh and adding to it ahgald be kept to a mini­
mu~. Thia arguos for caution in the elaboration of an inv&st­
ment pr,>gram tor the public eector 11 including public enterprisea, 
espe~ially until such ~n investment progra~ has been reviewed 
in its entirety and lntezrated in a medium-term framev,rk. 

\;.; heU.1:n,e that o. 1~eouction 1.:tl th.a current accou.nt d~?ficit 
to &bout tuoo million ia consistent with a rate a! growth of 
&bout 3 ~et cent during 1979. Tb~•, fortugal would bave ~cbieved 
a •ajar &tabili~ation effort• reducing 1ts external current defi­
cit from the eq~ivalent of 9, per cent ot GiW in 1977 to 1 per 
cont 1u 1970, at a ~eletively maderat~ o~st in ter~s of output 



and 0mploy~snt. Tho main credit for this success ohould go 
t r.1 €'%chz.::.'.lf{J,;! itz.te pol i oy .uhich allowed a subs t..an"i;i al &xpansion 
of production for export and i~port aubatit~tiou1 to i~terest 
ra.t.;.1 poi .. ic5'• tr.hi.ch. curb~d stockpiling ot it'>,ports and erico,.u'a.fsed 
th-s! f or1,;,1ation of doin,9stio saving; and to wage restraint, . which 
preserved the gains in compatitivenoas achieved by the exchange 
r-a t.0 rlepx·a:cia tion and kopt ·Urn g11•owth cf private aonsn.:rn,pti on 
in check. EainG achieved by th&se policies sbould ~ot be 
co~prami~ed by an untimely chanse of course. 

hnothe? ot.ject:ive of tho progx'a\Ji sl1011ld be to aohi,~ve a 
reduction 1n tbe rate of inflation~ The low~r!ng of the legel 
ceiling oc wage inc~eases abould make this pussi~le, but finan­
cial poliaie~ bave ~lso an important role to play~ in particul~r 
by inducing domestic producers ta keep their profit margins ta 
a miniuuP. If prospects for an i~provamcnt in the unde~lying 
rate of inflation and for the balance of payments remain good, 
it should be possible to envisa.g(t a modest ?.',H.,uction in th.e 
rate of depreciation of the escudo, and perhaps 0£ interest 
1·atGB as well., We mu.st er:.pbasize, however, tho.t although ex-. 
change rats policy has obvious 1rnpl1catlans for tha price lovel• 
its main role is to allow the achleveaent of both the balance 
of pay2:.onts and e:rovrtb. targets. It woul<! be dengernus to reduce 
the rate of depreciation of tha esagdo la order to achieve a 
pre-determined price objective if tbe new exchange rats policy 
c~nnot be sustained. Furthermo~e; tba phasing out of the 30 per 
cont import surcharge in 1979 will alreadJ hava effects on im• 
port prices aquivalent to a reduction in the rete of d@proclation~ 
We hope, in an, case, that the Portuguese authorities will re­
frain from a pre~ature change in the present exchan~e ~ata 
policy, which would make it very diffiault to reach an agreem~nt 
wi~h the .fund., 

.Fund progra:ns noriliall:y featut>e meaz1.U't.H1 to re-duce restric­
tioaa on trade and paymentB. Our discussions indicat& that 
it should be possible to achieve agreement on this. hope 
that, pending a. fillal agreement on a new stan~-by a.rrr:-nrgls');tnent,. 
tbe commitment undertaken under the 1978 stand-by arrangement 
to reduce tbe 20 par cent import surcbarg~ to 10 pdr cent on 
b.pril 1, lG79 will be respected., It would 1H"d.S:,"1 difficu.l t to 
Justify an e~tonaion of the surcharge on tho ground that equi­
valent revexu:i.e cannot be obtaix1ed !row. other so1.u:·oes. 

ln lS'iS the public sector should b~ expected= by r~:aucing 
its deficit• to ~ake a t:1ajor cont1"ibution tc tbe stab:i.liz:a·tion 
effort,. ,, This liOUld be in con·t.raat '.iiii·th. the f.;,xperience of. l!J"iB 
'i-<ft,~n both. the. tre,dittonal public !ilect.or and the public entar­
nrises" continuad to borrow frog the banking system at the 
·s&.n:,:,, hig:h rate as in 1977 While the private sector boire. th.a 
lull b~reen of the reduction in the rate of credit expansion. 



. . ... 

~-~~~ a si~~dtiou should not be allawed to conti~ue in l87P. 
borrowi~g reqoiremente of the troditional pahlic sector 

which ew.r1,J:'r;,, trott, tlie 1979 budi;~t p:r\'.'J.pos:al$ al~e con:sii;;ttn:,t 
with a ~nnet~rr policy deaignad to provide support to economic 
~ctlvi ~ud to acaomodate a rate of inflation well below 
~h:t.t of 1-:ist _ yoa::.·. '..'a &.re. conce~ua~" ho-weve:.r, whetllCit' an 
~:Ecl:'C.:.t~i; l..tt ·tttLG J)Ublic .eeci;oJ:•r, s oor11,.<..3·1,:ving needG O\"er and above. 
t~i"::t £:t Zigu::-e coin bt2: pre,,en.tect~ \ie haV!.: rn~~s SiJIL;~ i·uoow ... 
r:·r:~:r:.-di;.t.:ton.;:z ·t.r;hie~~::.~ V!•:3.- be11.f:\~t~r ~i{.i'Uld h.elp in "ti1..1.B l"'E!Sp,et".;:t an.ci. 
tJi :/ fth;)t~lo $JS: i\~ftl?t:i•1.:!ll.'Ct~d ~{{){'}!1 i_f t}\t:. t fit;UJ.:{tS ~l~!: to 
::H.: i.,,r,:,r,..d B.s ::c. solid basis for a financit:cl p:eograw_

9 
It is ulso 

essential th~t ~DY ~1gn1ficant change in the budgot proposals 
~hicb t~reatBn& to enlarge tha deficit be off&et by some other 
sauroe of revenue o~ by expenditure reauctionae Other~isa, 
t1--..,-, ,)bjective o"f ieving an appreciable l'EHiuction in the 
0vc:::•c1ll daiicit by co1>1JH1rieon t,ith 19''/tl would not be 2.;.ttained 
;::,n,1 a. re.:,,~on£1.l:)l.e e:1~octi"t: policy could not bE, followfHl withotit 
once again excesmively restricting oradit to the private 
SeCt.Ol""e 

As for the public antsrpriaes, by the time our negotia­
tions resume• we would expect the financial situation of 
thes0' tmte:tpri ses and their prospects fer 1019 to be batter 
known. This would enable u~ to ascertain th~t both their 
current operating results and their invest&ent programs ara 
consistent with the main elements of th$ st;:.\lld=by progre-tnf 
p!..c~t:i.cu:la:rly the z..1.lowable t'?Jtpansion of l:H'!fi), credit t.1.ncl tl,e 
target for the current account d&ficit of the balance af 

,:,,) shal 1 take with us to \,a.shington the Government f s 
propoued alternatives to some of the targets and palic1a~ 
.that '-!:,,_, ei..1;rg-este<l, t,.nd thelF will h:: given carti!ful coneictGl'<-1 .. 
tion by the Yund Management and staff. lt ra~ains our sin­
cere hope that wo can soon re~ch aomplGte agreement on n pro­
;;;,:.:".1:1 which will contribute to the i1npror1em1.:nt o! ec::ono!l<lc 
conditions In Portugal. 

Patrick da Fontnnay 
Head of M.isaio:n 
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The Deputy Manfting Director 

P. de Fontenay ~ 
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DATE: March 9, 1979 TO 

SUBJECT : Portugal - Use of Fund Resources 

Negotiations with the Portuguese authorities on a new stand-by arrangement 
were suspended after four weeks at our request until some major uncertainties 
surrounding the 1979 budget had been removed (see below). Lack of progress on a 
number of key issues was another consideration. I was asked whether it would be 
helpful if the Vice Prime Minister and Minister of Finance, Dr. Nunes, came to 
Washington before negotiations resumed in Lisbon and I agreed that this could be 
a useful step. The Portuguese now intend to send to Washington a sizable delegation 
and suggested April 9 as a possible starting date, with discussions resuming in 
Lisbon on April 17. They are anxious to reach an agreement soon, not only in order 
to be able to continue borrowing in the international financial markets, but also 
because they need guidance on policies, particularly as regards the exchange rate. 

It was clear from the start that while the mission had come to negotiate 
a stabilization program, the Portuguese were thinking in terms of a reflation program. 
and we had to fight on all fronts to avoid a major relaxation of practically all the 
policies agreed in the 1978 stand-by program, particularly those dealing with the 
exchange rate, interest rates, credit and trade restrictions. The sense of urgency 
which existed last year, when the memory of the mid-1977 exchange crisis was still 
fresh, is largely gone and the ability ot the present government to push through 
unpopular measures is limited at present and will vanish completely as the 1980 
elections approach. Last year's stand-by program was agreed with a Socialist 
government, supported by the largest party in Parliament; by contrast the present 
gover:runent is only tolerated by the major parties out of a reluctance to bring about 
a goverrunent crisis and anticipated elections which would, under the Constitution, 
need to be repeated next year. 

The Portuguese insisted that they needed a growth rate of 3.S per cent in 
1979 (implying close to 7 per cent growth through the year) and could not therefore 
reduce the current account deficit below last year 1 s deficit of $950 million (5 per 
cent of GDP). They also wanted to bring down the rate of increase of prices to 
18 per cent (v. 22 per cent in 1978) by reducing the monthly rate of depreciation 
to 0.4 per cent in effective terms after March (from 1.25 per cent under the policy 
agreed with the Fund) and to lower interest rates by 2 percentage points now and 
another 2 points six months later. This strategy was, as it turned out, not just a 
negotiating stance but one which had been carefully prepared before it was adopted 
by the government and used as a basis for the macroeconomic projections presented 
with the budget. The commitment to a reduction in the rate of inflation was also 
made to ass1Jre Parliamentary approval of a statutory 18 per cent limit on wage 
inc,:e2.ses (do•,m from 20 per cent in 1978). The nission argued instead that a further 
reduction in the current account deficit to $800 million (4 per cent of GDP) was 
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required and that a growth rate of 3 per cent during 1979 (equivalent to about 
2 per cent on average) was the maximum consistent with that target. A modest 

· reduction in the rate of depreciation, and perhaps in interest rates, could only 
~e decided in fine provided the financial policies agreed upon were sufficiently 
:restrained to avoid the.risk of a resurgence of inflationary pressures and exchange 
rate speculation. At a last meeting Dr. Nunes offered the following "concessions"; 
::hey accepted a current account target of $850 million (having 11 discovered 11 that the 
1nflow of private transfers in 1978 had been underestimated by $40 million) and a 
rate of depreciation of 0.5 per cent a month. 

' In defense of the Portuguese position, it must be recognized that the 
economy has weakened markedly since mid-1978 as a result of the credit squeeze and 
high interest rates, and that the rate of growth is probably negative at present. 
Also, based on standard cost-price comparisons, the exchange rate appears under­
valued and the competitive position of Portugal continues to improve, with wages 
rising by 18 per cent annually (v. 9 per cent on average in trade partner countries), 
~~bile the effective rate of depreciation is now about 16 per cent in annual terms. 
The only moot point is how much undervaluation Portugal needs to achieve both growth 
(through exports and import substitution) and a reduction in the current account 
deficit. One important consideration is the emergence of capacity constraints in 
::he export sector, and particularly in tourism, as a result of a lack of new invest-
2ent in recent years. However, the Portuguese would have to be prepared to put into 
place the of. financial policies necessary to support a lower rate of depreciation. 

On paper the figures in the 1979 budget are in line with the targets of 
eliminating the deficit of the public sector on current operations (which reached 
Esc 28 billion in 1978, equivalent to 4 per cent of GDP) and to reduce the overall 
financi~g deficit from Esc 84 billion (11 per cent of GDP) in 1978 to about 
Esc 70 billion (7 per cent of GDP) in 1979. On closer analysis, however, revenue 
projections appear optimistic, while the realism of some of the expenditure forecasts 
seems questionable. The mission was particularly concerned.at the uncertainty 
surrounding three major problems, (i) the current budget is balanced only through 
1:.he introducr:ion of an Esc 16 billion "extraordinary tax", of which about Esc 10 bil­
lion would resul.t from taxing away· more than half of the salaried workers 1 1113th 
oontb" pay. Even assuming passage of the measure, its implementation would seem 
doubtful in a pre-election climate; (ii) an Esc 6.5 billion reduction in subsidies \ 
~a.public enterprises is only feasible if measures are taken promptly to raise prices· 
and rates charged by these enterprises; and (iii) there was no allowance in the budget/ 
for any effect of a new law on revenue-sharing with local authorities. This law, 
which could have.a potentially disastrous effect on the budget would, if it is 
followed to the letter, transfer this year Esc 28 billion from the state to local 
authorities while discussions.would be held to transfer also certain responsibilities 
from the staLe to the local governments. It was on the basis of these concerns that 
~he mission suggested adjournment of the negotiations until the budget had been 
approved by Parliament, the price and cost measures.introduced, and the situation 
jad clarified regarding the impact of revenue-sharing. Meanwhile, the mission 
recommendec an iTilillediate hiring freeze, except for a limited number of priority 
services, to put an end to the large recent increases in the number of government 
smployees, which threaten a repetition of the 1978 experience of personnel expendi­
::.ures exceeding appropriations .. The position taken by· the mission was sunnned up in 
a letter sent to Dr. Nunes on March 5. 
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On credit policy, the Portuguese presented their counter-proposals only on 
the last day and positions were so far apart that it seemed pointless to prolong 
negotiations on that item. In private, they argued that they had had to restrict 
credit drastically after August last year in order to remain within the agreed 
ceiling but they recognized that it was largely the exces_sive expansion of credit 
to the public sector which had forced them to squeeze the private sector. Whether 
the public sector, including public enterprises, can be brought under control remains 
one of the main issues for this year's program. 'In the absence of administrative 
and tax reforms, and in the case of the public enterprises, of a reform of labor 
legislation, the ability of the government to abide by its commitment on credit to 
the public sector, which it failed to do in the two preceding stand-bys, remains 
very much in doubt. 

The Portuguese inquired about the Supplementary Financing Facility but 
agreed that while their financing needs were manageable at present, they were ex­
pected to grow rapidly as a result of debt repayment obligations and could become 
a major problem by 1981-82. It therefore seemed preferable to link Portugal's use 
of the Supplementary Financing Facility to an Extended Fund Facility. There continue 
to be delays in the elaboration of a medium-term program, but the Portuguese still 
hoped that following the review of the public investment.program by a World Bank 
-mission in April, discussions on an Extended Fund Facility could take place in the 
fall of this year. 

cc: Mr. Gold 
Mr. Polak 
Mr. Habermeier 
Mr. Sturc 
Mr. Whittome 
Mr. Ware 




