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Brussels, 28 February 2001

&RPPLVVLRQ� DVVHVVHV� WKH� XSGDWHG� 3RUWXJXHVH
VWDELOLW\�SURJUDPPH������������

7KH� (XURSHDQ� &RPPLVVLRQ� KDV� >WRGD\@� DGRSWHG� D� UHFRPPHQGDWLRQ� WR� WKH
&RXQFLO�RI�0LQLVWHUV�RQ�WKH�XSGDWHG�6WDELOLW\�3URJUDPPH�RI�3RUWXJDO� ������
�������7KH�SURJUDPPH�SURMHFWV�DYHUDJH�DQQXDO�RXWSXW�JURZWK�RI���ó���RYHU
WKH� SHULRG� ���������� ZKLFK� DSSHDUV� IHDVLEOH�� 7KH� SURJUDPPH� SURMHFWV� DQ
LPSURYHPHQW� LQ� WKH� JHQHUDO� JRYHUQPHQW� EDODQFH� IURP� D� GHILFLW� RI� ������ RI
*'3�LQ������WR�D�EDODQFHG�SRVLWLRQ�LQ�������2YHU�WKH�VDPH�SHULRG��WKH�GHEW
UDWLR�LV�H[SHFWHG�WR�IDOO�WR��������RI�*'3��7KH�&RPPLVVLRQ�FRQFOXGHV�WKDW�WKH
PHGLXP�WHUP�EXGJHWDU\�WDUJHWV�LQ�WKH�XSGDWHG�SURJUDPPH�DUH�EURDGO\�LQ�OLQH
ZLWK�WKH�6WDELOLW\�DQG�*URZWK�3DFW��+RZHYHU��DV� WKH�JRYHUQPHQW�EDODQFH� LV
SURMHFWHG� WR� UHDFK� WKH� UHTXLUHG�PLQLPXP�SRVLWLRQ� RQO\� IURP� ������ D� IDVWHU
GHFOLQH� LQ� WKH�GHILFLW�UDWLR�ZRXOG�EH�DGYLVDEOH�ZLWK�D�YLHZ� WR� LQFUHDVLQJ� WKH
QHFHVVDU\� VDIHW\� PDUJLQ�� 0RUH� DPELWLRXV� GHILFLW� WDUJHWV� ZRXOG� DOVR� EH
GHVLUDEOH�IRU�VWDELOLVDWLRQ�SXUSRVHV�DQG�LQ�RUGHU�WR�DFFHOHUDWH�WKH�UHGXFWLRQ
LQ� WKH� GHEW� UDWLR� WR� DFFRPPRGDWH� WKH� H[SHFWHG� EXGJHWDU\� LPSDFW� RI
SRSXODWLRQ�DJHLQJ��7KH�EXGJHWDU\�FRQVROLGDWLRQ�RYHU�WKH�SURJUDPPH�SHULRG
LV� EDVHG� RQ� URXJKO\� HTXDO� FRQWULEXWLRQV� IURP� ERWK� WKH� UHYHQXH� DQG� WKH
H[SHQGLWXUH�VLGH��$OWKRXJK� UHYHQXH� LQFUHDVHV�DUH�H[SHFWHG� WR�VWHP� IURP�D
EURDGHQLQJ�RI� WKH� WD[�EDVH�DQG�KLJKHU� HIILFLHQF\� LQ� WD[�FROOHFWLRQ��ZLWK� WD[
UDWHV�EHLQJ�FXW�� WKH�FRQWLQXHG� UHOLDQFH�RQ� UHYHQXH� LQFUHDVHV� LV�QRW� IXOO\� LQ
NHHSLQJ�ZLWK�WKH�UHFRPPHQGDWLRQV�RI�WKH�%URDG�(FRQRPLF�3ROLF\�*XLGHOLQHV�
2Q�WKH�EDVLV�RI�WKH�&RPPLVVLRQ¶V�5HFRPPHQGDWLRQ��WKH�&RXQFLO�LV�H[SHFWHG
WR� DGRSW� D� IRUPDO� 2SLQLRQ� RQ� WKH� XSGDWHG� 3RUWXJXHVH� SURJUDPPH� RQ� >��
0DUFK�����@�

The Commission recommendation is adopted on the initiative of Pedro Solbes, EU
Commissioner responsible for economic and monetary affairs, who commenting on
the programme said: ³7KH�&RPPLVVLRQ¶V�DVVHVVPHQW�RI�WKH�VWDELOLW\�SURJUDPPHV�IRU
WKH�0HPEHU�6WDWHV�LV�DQ�LPSRUWDQW�HOHPHQW� LQ�WKH�PXOWLODWHUDO�VXUYHLOODQFH�SURFHVV�
*LYHQ� WKH�FRQWLQXRXV� LPSURYLQJ�RI�HFRQRPLF�SROLF\�FR�RUGLQDWLRQ� LQ� WKH�8QLRQ�� WKH
&RPPLVVLRQ�ZLOO�SXW� LQFUHDVLQJ�HPSKDVLV� LQ� LWV�DQDO\VLV�RQ� WKH�GHJUHH�RI�DPELWLRQ
ZLWK�ZKLFK�PHPEHU�VWDWHV�SODQ�WR�FRQGXFW� WKHLU�HFRQRPLF�SROLFLHV� LQ� WKH�VKRUW�DQG
PHGLXP� WHUP�� $Q� DVVHVVPHQW� RI� KRZ� PHPEHU� VWDWHV� SODQ� WR� WDFNOH� EXGJHWDU\
FRQVROLGDWLRQ�DQG�LPSOHPHQW�VWUXFWXUDO�UHIRUPV��RQ�WKH�DSSURSULDWHQHVV�RI�WKH�SROLF\�
PL[�JLYHQ�WKH�FXUUHQW�HFRQRPLF�F\FOH��RU�RQ�KRZ�WR�GHDO�ZLWK�VXVWDLQDELOLW\�LVVXHV�OLNH
WKH�FRQVHTXHQFHV�RI�DJHLQJ�SRSXODWLRQ�DUH�DPRQJ�WKH�LVVXHV�LQ�RXU�DQDO\VLV�´
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The Commission’s main conclusions on the Portuguese programme are the
following:

- The programme projects the general government balance to improve from a
deficit of 1.5 % of GDP in 2000 to a balanced position in 2004. Over the same
period, the debt ratio is expected to fall to 48.1 % of GDP. The Commission
concludes that the medium-term budgetary targets in the updated programme
are broadly in line with the Stability and Growth Pact. However, as the
government balance is projected to reach the required minimum position only
from 2002, a faster decline in the deficit ratio would be advisable with a view to
increasing the necessary safety margin. More ambitious deficit targets would
also be desirable for stabilisation purposes and in order to accelerate the
reduction in the debt ratio to accommodate the expected budgetary impact of
population ageing.

- The macroeconomic scenario underlying the updated Portuguese stability
programme assumes annual average growth of 3¼ % over the period 2001-
2004. Such a growth rate seems attainable for a catching-up country like
Portugal. However, due also to an expansionary policy mix, domestic demand in
Portugal has been very buoyant in recent years. This has led to a large external
imbalance, the correction of which is necessary for a return to more dynamic
growth. This requires, in addition to budgetary restraint to curb domestic
demand, improvements in price-competitiveness through wage moderation and
a strengthening of policies aimed at fostering productivity growth.

- In 2000, a deficit of 1.5 per cent of GDP was achieved with the help of the
proceeds from the sale of UMTS licences, which were not initially budgeted and
amounted to 0.4 per cent of GDP. As a result, the underlying budgetary position
net of UMTS proceeds has hardly changed from 1999 to 2000 which appears
inappropriate in the current conditions of excess demand. Overruns in current
primary expenditure and lower than estimated revenues from mineral oil taxes
were only partially offset by lower than projected capital expenditure and higher
than budgeted tax revenues in some areas (income taxes, VAT). Consequently,
budgetary developments in 2000 were not fully in line with the 2000 Broad
Economic Policy Guidelines which recommended strict adherence to the
budgetary target through tight expenditure restraint. Overruns in current primary
expenditure, especially in the health sector and the government wage bill, have
been a feature of  budgetary implementation also in earlier years.

- In 2001, abstracting from UMTS proceeds, the projected improvement in the
government balance amounts to 0.8 per cent of GDP, implying an adequate
tightening of the budgetary stance. However, achieving the target calls for a
reinforcement of budgetary procedures, in particular as far as the control of
current expenditure is concerned. Notwithstanding increased efforts in this
regard by the Portuguese authorities in the framework of the envisaged Public
Finance Consolidation Programme, attaining the planned cut in current primary
expenditure of ½ p.p. of GDP in 2001 might prove challenging given the agreed
rise in contractual wages in the government sector of 3.7 % (which could lead to
an increase in effective wages of around 5½ %.)
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- The planned budgetary and structural reform measures outlined in the
programme are broadly in line with the Broad Economic Policy Guidelines.
Among the most urgent reforms are the implementation of the new basic law for
the budget and measures in the area of health care to improve expenditure
control and efficiency. Moreover, with a view to ensuring the sustainability of
government finances in the longer term, a rapid implementation of social
security framework law would be desirable. An expeditious and determined
implementation of these reforms, some of which were already announced in
previous updates of the programme, would be  necessary to strengthen the
overall credibility of the economic and budgetary policy strategy.

The Stability and Growth Pact, adopted by the Amsterdam European Council in June
1997, requires countries participating in the euro-zone to present stability
programmes to the Council and the Commission. These programmes provide
information on how countries intend to meet the objectives of the Pact and in
particular the medium term goal of a budget close to balance or in surplus.
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January
2001

3.3 3.3 3.2 3.2 3.25HDO�*'3�JURZWK
(percentage

change) February
2000

3.3 3.6 3.6 3.5 3.5

January
2001

1.5 1.1 0.7 0.3 0.0*HQHUDO
JRYHUQPHQW

GHILFLW
(% of GDP)

February
2000

1.5 1.1 0.7 0.3 0.0

January
2001

55.6 53.4 51.5 49.8 48.1*HQHUDO
JRYHUQPHQW�GHEW

(% of GDP) February
2000

57.1 55.3 53.3 51.0 48.4

January
2001

2.7 2.8 2.5 2.2 2.0&RQVXPHU�SULFH
GHIODWRU
(annual

percentage
change)

February
2000

2.0 1.9 1.8 1.9 1.0


