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This document is based on the best. information regarding Portugal
currently available to the Economic Cooperalion Administration, and
the views expressed herein are the considered judgment of the Admin-
istration. Both the text and the figures for 1949-50 are still prelimi-
nary in character; participating countries will therefore understand
that this report cannot be used to support any request, either to the
Organization for European Economic Cooperation or to the, conomic
Cooperation Administration, for aid in any particular amount for any
country or for any particular purchase or payment.
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PART Y

Summary apd Conclusions

Before the war, Portugal was one of the lowest-income countries in
Europe, due mainly to the-underdeveloped state of its economy. The
Portuguese economy is devoted primarily to agriculture, which en- -
gages nearly 60 percent of its population. The country is virtually
without heavy industry, and has for many years imported most.of its
machinery and fuel. Efforts by the Government in the last 20 years
to aceelerate industrialization have emphasized the development of
hydroelectric resources, colonial development and the modernization
of agriculture and transport.

In 1947, Portuguese industrial activity was at or above prewar
levels, with output of coal, cotton textiles and cork higher than prewar.
Agricultural production has suffered from recurrent drought in Tecent
years, and in 1948 the wine, wheat, olive oil and eorn crop was esti-
mated to be well helow the 1986-46 average. - Because of an estimated
lower production of wine, canned fish and cork in 1948, the outlook .
for Portugal’s key exports in the near future is not good.

The balance of payments of Portugal and its colonies, which nor-
mally showed a surplus on current account of about 5 million dollars
in prewar years, has been negative since 1947, chiefly for three reasons:
(1) a rise in imports caused by pent-up demand.as a result of wartime
shortages and by some inflation; (2) an increase in agricultural im-
ports on account of poor crops; and (3) greater imports of capital
equipment to implement the industrialization program. As a result,
Portuguese gold holdings, which amounted to 376 million dollars in
July 1947 have been subjected to a heavy drain and are estimated at
only 160 million to 170 million dollars as of June 30, 1049. Of this
amount, about 140 miilion dollarsis needed under existing legislation
as Jegal backing for the country’s currency, and the remainder will
be sufficient to cover only a part of the estimated Portugnese balance
of payments deficit for 1949-50. Foreign trade has been controlled
by the Government since late in 1947 in.order to reduce this drain on
exchange Teserves.

Because of the deterioration in its balance of payments position,
Portugal had intended to apply for ERP aid during the first part of
1948, Towever, because by that time the first ERP appropriationhad
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already been fully allotted, Portugal was unable to obtain aid in

194849,
The following table indicates the size of ERP aid requested by

Portugal in 1949-50 and the tentative aid figurs estimated by ECA.:

1859-50
(In miIlimfs of deliars)
Porfugnese request for gross dollar aid 1$100.6
ECA estimate of gross dotar aid $§ 10.0¢
* According to OEEC document PR-48-51 (Rev., 5) of Janmary 14, 1849, the revised
Portuguese request for toinl BRP aid in 1940-50 amounts te 62.4 million dollars, consigting
wholly of direct a2id. Tbhe orginal fipure of 100.6 million dollars includes 45.9 million dol-
lars of direct aud 54.7 million dollars of indireet nid., The Dbasis of the 63 £ miition doliar

figure iz not clear.

The Portuguese request for 100.6 million dollars was intended to
cover what the country estimated would be its total gold and dollar
deficit in 1949-50. ECA screening of the Portuguese import and
export program has lowered the fotal gold and dollar deficit from
100.6 million dollars to 25-80 million dollars mainly by & drastic cut
in capital equipment items. Tt is believed that this reduction can be
effected without detriment to the Portuguese economy; in view of
heavy imports of machinery during the three years immediately fol-
lowing World War 1T, it may be assumed that the more urgent re-
placements of capital goods. not available during the war have been
made, and that further imports of machinery would be principally
for development purposes. While the United States is fully sym-
pathetic to the desire of the Portuguese Government to accelerate the
development of the economy in Portugal and its overseas territories,
only o part of this development can properly be considered fo fall
within the objectives of the European Recovery Program. Accord-
ingly, an aid figure of 10 million dollars has been tentatively estimated
to be sufficient to make possible in 194950 such development as will
contribute directly to the ERP. Such aid will serve to increase exports
from Portugal and its colonies of items needed by the participating
countries, such as foodstuffs, high-grade iron ore, chromium and man-
ganese, and to reduce Portuguese imports of certain commodities, such
as cerfain foods and fuels, which are now in short supply in the partici-
pating area as a whole. This aid could also benefit the United States
by making possible an increased supply of strategic materials from con-
tinental Portugal and the colonies.



PART 10

-

Chapter I. The Current’ Situation of the
Por.tl;guese Eeconomy ’

A. GENERAL CHARACTERISTICS. OF THE
PORTUGUESE ECONOMY

Portugal is an. agrieultural counéry with about 814 million inhabi-
tants and only 35,490 square miles of territory. TPortugal has, how-
ever, a colonial empire, and must be placed among the five great colonial
pOWers of Europe. The country’ population is one of the fagtest-
growing in Europe, having risen from 170 to 240 inhabitants per
square mile from 1920 to 1948. Portugal, like Italy, has in the past
suffered from a serious disproportion between the rate of population
orowth and the rate of production growth. In the past, outlets for
Portugal’s excess population have been Brazil, the United States, and
the Portuguese colonies. -

The underdeveloped character of the Portuguese economy is-shown

_by the fact that nearly 60 percent of Portugal’s population is engaged
in agriculture, The country’s most important crop is wine, which is
also its chief export item. Other important export products are
cork, canned fish;and cotton fextiles. .

Because industrialization has proceeded slow]y, Portugal has re-
mained one of the lowest-income countries in Burope. Although no
official income figures.are available, the per capita national income in
Portugal in normal vears is believed tobe lower than that of any other
western European country, with the possible exception.of Spain. .

Since 1928, there has been a conscious effort on the.part of the Portu-
guese Government to raise the standard of living by developing in-
dustry and modernizing agriculture. These efforts have centered
‘mainly upon the development of irrigation, hydroelectric power, and
{ransportation. Portugal 1§ virtually without heavy industry because
of a limited domestic supply of coal and a relatively underdeveloped
{ransport system. For many years the country has been importing
most of its machinery and.fuel, including large amounts of petroleunm.
Plans and efforts to.develop the country’s power resources:are intended

824656—48—=2 3
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to render it independent of fuel and food Imports, to develop its very
small iron and steel industry and to solve such other problems as river
navigation and fiood control.

Before the war, the Portuguese Government adopted a 15-year plan
to accelerate the industrialization of the country-—a project which was
delayed because of World War II. Wartime undermaintenance and a.
desire to recover lost ground have induced the Government to intensify
its efforts for industrialization. One of the means currently employed
to help accomplish this end is the control of imports—adopted in the
{all of 1947—which is intended to ensure that only items sssential to the
country’s current consumption and development shall be imported.

Because of the country’ neutrality and its conservative fiscal poli-
cies, Portugal emerged from the-war with a stable currency and with
considerable reserves of gold and foreign exchange accumulated partly
as a result of wartime sales of wolfram (tungsten) ore and tin to both
belligerents, and partly because of a large inflow of refugee capital
and the wartime reduction of imports. Economic activity generally is
at the average level of the immediate prewar years.

As for the colonies, the Portuguese Government stales that only
Angola and Mozambique are in a position to make g quick contribution
to European recovery, mainly in the form of increased food production.
The territories named are producers of oilseeds, rice, eorn, beans,
meat and fish, and- the Portuguese state that imports of machinery
and electric power equipment are essential if irrigation, the use of
more agricultural machinery and improved transportation are to lead
to increased agrieultural production.

B. PRODUCTION

Portuguese industry has been operating at full capacity in.the post-
war period, and industrial unemployment is virtually nonexistent.
In 1947 the production of cork, coal, and cotton textiles was higher
than prewar, and the output of canned sardines was only slightly below
the average 1935-38 level. The cotton textile industry, today one of
Portugal’s leading industries, has been steadily expanding during the
war.

Table 1 on the following page shows the prewar and 1947 output of
Portugal’s principal industrial commodities.

The agricultural picture is not, on the whole, as favorablé as the in-
dustrial. Portugal has suffered from droughts in recent years—
notably in 1945 and in 1948. Also, a seriously reduced cork crop and
sardine catch have been reported for 1948. Latest official estimates
suggest that the additional foreign exchange cost to the Portuguese
economy resulting from bad crops in 1948 might amount to around 25
million dollars as compared with the 198645 production average.
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TARLE 1.—Continental Porfugal: Prewar and 1947 output df principal industrial

commoditics
[Thonsands of metrie tons]
193538
A AVErago. 19?7 .
o § 145 160
Canned f8h . .t e ——— : 145 . 42
Coal . e 312 |- 817
Cotton tontilos {1038) - ., 116 SR
Pyrtes (1038} o e iece e e mc s e m s ma e a—a ‘ I8 - £ 388
Wolframite (tungsten ore) (1638).... . T 321. . 12
Tan or0 (1938) . o ceiieaies mmmmeemcmmemmmmememanmmeemm——————————————— 31 11

Souree: Frgures for cork, canned fish and coal were obitsined (rom thoe 104840 Portuguese Armual ngmm.
ther sources as [ollows:

L Tnited Wations Monthly Bulletin of Statistics, November 1048,

t Portupal-Instituto Nacional de Eststistica, Estatistaca Industrial,
* 1 Forexgn Commerce Yenarbook, 1938,

4 Portugal-Boletin Mensal do Thstiteto Nacionnl de Estatistica,

The following table shows Portugal’s production of principal agri-

cullural commodities as estimated for 1948, in relation to a 10-year
average. £

T

: . f
Tapre 2.—Contincntal Portugael: Production of principal agricultural commogdities

Commodity Tt 31‘,%3]_%;}5 ! 1948 2
Million heetoliters . .. C 8 - T
Thousands of metrietons. .o o___ 370 282
agt | - 343
103 120
83 92
602 ~ Q650
72 85
56 | ¢ 20
40 41
3136 80
1107 48

! Portugal-instituto Nacional de Estatistica-Estatistica Agricola. - P

1 Official Portupguese ¢rop estimates for 1948,

3 Average for 154145 period. . A

1 Represcénts preduction in 1946, o normal year. -

As may be seen, agricultural production in 1948, although bad, is
not without its bright spots, since the output of rye, oats, potatoes,
rice and-beans is expected to exceed the 10-year average.

Ag for the Portuguese colonies, adequate production figures are not
available, but the information on hand indicates that in 1948.the col-
onies will have shipped about 27,000 tons of raw cotton to the mother
country, represenfing the bulk of continental Portuguese cotton re-
quirements. The colonies produce considerable quantities of oilseeds,
coffee, cocon, sisal, sugar, beans, meat, and fish. An indication of the
size of this colomal production is furmshed by the fact that in 1946
total colonial exports amounted to 94.5 million’ dollars.

Ag for the postwar level of food consumption, the United Nations
Food and Agriculture Organization estimates that in the fiseal year
194647 the average Portuguese daily per capita intake of food. (ex-
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cluding wine} was at the low level of 2,300 calories, approximately-the
prewar level. The items indicated below are still rationed in Portugal
at this time. (Quantities indicated are per capita.) )
Bread.—The dally ration amounts to 250 grams of ordinary bread
or 154 grams of special quality bread, at the consumer’s option.t
Rice—500 grams of unpolished domestic rice, per month, in the Lis-
bon area; 100 to 700 grams in other areas. Domestic polished and im-
ported rice are unrationed.
. Sugar—1: kilo of brown, locally processed suger per month, in the
Lishon area; 300 grams to 1 kilo in other areas. Imported white sugar
1s unrationed.
Laundry soap—500 grams monthly., Lower-grade soap is unra-
tioned. '

C. INTERNAL FINANCE

Portugal experienced a certain amount of inflation during the war,
partly because of the high cost and insufficiency of imaports and partly
because of heavy Government spending superimposed upon & large in-
flow of flight capital. The note circulation, which had stood at 2,550
million escucdos (102 million dollars) in 1989, had by December 31,
1947, risen to 8,752 million escudos (850 million dollars). Demand
deposits of Portuguese banks rose from 4,170 million escudos (166.8
million dollars) at the end of 1939 to 18,040 million eseudos (721.6
million dollars} as of December 31,1947, "The public debt, which stood
at 7,145 million escudos (285.8 million dollars) at the end of 1939, rose
to 10,899 million escudos (415.9 million dollars) as of December 31,
1946.

The Portuguese wholesale price index, based on prices of both food-
stuffs and non-foodstuffs in Lishon, rose from 100 in 1938 to 236 in
December 1947 ; and the official cost-of-living index for the city of Lis-
bon rose from 100 (representing an average for the period from July
1938 to-June 1939} to 208 in December 1947. Tt must be pointed out,
Lowever, that these indexes reflect official prices only, which through-
out the war and postivar period were considerably below black market
prices. The wholesale price index reached its high of 276 in March
of 1946, and hovered around 235 during the year ending July 1948,
while the cost-of-living index reached its maximum point of 221 in
April 1946 and fluetnated around 200 during the year ending July 1948. |
Despite this considerable rise in prices, the Government wwns able to
cope with the situation through rationing and-appropriate wage-price
controls,

Having emerged from the war with a per capite public debt equiva-
lent to only about 50 dollars and with a sound currency, Portugal may,

1 While officially bread is still rationed, bokers ate currently allowed to sell bread withm;t
ration cards; in faect, bread rationing was never effectively enforeed in Portugal.
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on the whole, be said to enjoy o relatively favorable internal financial
condition.

D. EXTERNAL ACCOUNTS

1. General Characteristics

Metropolitan Portugal’s esports in prewar years-consisted Iargely
of such products as wine, canned sardines, cork, cotton textiles, naval
stores, Wolfram (bungsten) ores and tin, pit props and pyrites. Since
the war, cotton textiles bave inereased considerably in importance
among Portuguese exports. As for Portuguese imports, the principal
items consist of machinery, fuel, crude and semimanufactured iron
and steel, raw cotton and grains.

The following table illustrates the trend of principal Porfuguese
exports since prewar:

masLE 3—Continental Portugal: Eaports by principal commodities, 1988, 1946,
1957, and 1948-40*

1038 1H6 1647 104549
Commodity Thous- Thous- .| Thous- Thous-
and Tgnogs- and Tll:]ggs- and T’]alggs- and Tgogsv
meiric metrie metrie metnic | 227

‘tons dollars | “y0he dollars |~ ona dollars | Tpon o dollars

Wines (000 ki)~ 838 | 10,307 | 1,303 | 30,220 824 22,584 n, a. [ 220,350
Fish (canUeA)  cacemmmmaromemm e 41 | §,Gi9 46 | 23, 566 38 | 18,045 50 | 336,908 °

(a0 £s -y 5 I — - 113 | 5538 165 | 17,74l 159°| 18,162 130 n. 3.

Cork (manufactures) ... - 1] 2202 25 | 15,187 20 (13,949 | m.a. n. 8,

Cotfon (fabrics, yarns, ctc.} 5| 372 7 | 20,452 7125647 | m.as{?23,0603

Maval stores 46 | 3,328 a6 | 5 50 111,288 | n a. n.a.

Timber_ . _ e mamrm———m——— - 0 G9 | 1,927 108 | 2,822 474 [310,905

WolTAN OTO oo e ——smm—m—u=m———am=- 2 8 21-1,636 3| 4 n.a. | 23600

g 17 R T 554 676 242 1 1,509 203 | 1,821 ¥ 250 . 8.

Tin ore R - 1 805 i} 113 ] 313| n.a.) 12,000

T T ———— - - 91T 85, 867 oo L7/ i —— . &.

Total exports._ - -] 45,824 188, 460] e e - 172,276 || 180, 200

1 Treludes oxports to Pertuguess colonies.
1 Poriugnese program, unrevised by QEEC. B
1. Portuguese program, revised by OEEC.

msoggg: Portugal-Tostituto Nacional do Estatistica, Comercio Extorno and Portuguess 1848/49 annual
Norg.—See table I of appendix for eseudo-dollar conversion rates.

The table indicates the extent to which Portuguese exports are con-
centrated in relatively few items; it shows also the considerable in-
crease in prices of Portuguese exports since 1988, changes in.tonnage
being relatively small as compared with changes in value. Above all,
the table shows. that, despite ‘wartime dislocations' in international
irade (such as the total loss of the German market immediately after
the war) Portiguese exports in the immediate postwar years have, on
the whole, fared comparatively well. A preliminary estimate of
actual Portuguese exports for 1948, based on the first 8 months of
that year, places the total at 169 million-dollars. However, because of
a lower production of wine, canned sardines and otk i 1948, the out-
look for Portuguese exports in 1949 is not good.
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“The following table illustrates the trend of postwar. imports into
Portugal compared with prewar:

TABLE 4.—Continental Portugal: Imports by principal commodities !

1938 194§ 1947 1948~4% 2
Thou- ‘Thou- Thou- Thou-
- . soma | Thou- sand | Thou- sand | Fiou- cand | Thou-
matrie dso%.?g-s metrle dsnaﬁl&s metrie ﬂsaalli‘ds metrie ds”ﬁld
tons tons tons 85| “fons | dollars
Machnery, vehielos, and ships. ... 22 | 14,842 o1 | 51,077 7584508 | mn.aj 78713
(ST O — T 7S B 586 | 12,892 914 | 16,104 | 1,266 [ 15,420
Ironandsteel .. ______ ________ """ 03| 68,771 154 | 17,451 163 | 25 358 1095 | 20,014
Grains. ... __ 174 | 6,642 287 | 23,218 265 | 28,755 331 26, 120
Cotton (raw) 281 6,161 L4017 17,410 26 | 12,080 20| 15 545
odfish______ 43| 5007 17| 6,974 21,770 | n.a. n. a,
P 4 T 196 [ 4,543 359 1 17,127 717 { 18, 807 G675 | 19, 500
SUEAT e T 7| 3 580 W 5022 101 | 12,361 80 o, 8.
Oulseeds. ... - 611 2802 65| 5208 GL} 5671 N.n. . f.
Nutrogenous fertalizers_______ . 71| 2439 62 4,158 49 | 3,449 320 5,000
Rock phosphates_ .- 127 707 251 | 4,608 170 | 2 826 200 2,150
LA 1L N A 40,627 (L oo_.|108, 314 | ___ . __ 183,610 . _____ I, &,
Total JEN D 10, 830 274, 360 978,480 | .. ____ 325,748

1 Includes imports from Portuguess eolonies,
2 Portnguese Drogram, asrevised by QEEQ,
3 Tons of nifrogen,

Source: Portugal-Instituto Nacional de Estatistren, Comereio Extorno and Portugueso 1948/49 Annngl
Frogram. Coal Apures for 1946 and 1047 obtamed rom ECE Coal Commifteo.

NOTE.~Value figures for 1938, 1946, and 1047 melude acoan freight, Those tor 1048740 are £, 0, b, values.
Seo table I of appendix for esendo-dollar conversion rates.

The extent of the dependence of the Portuguese economy on indus-
trial imports and grain may be judged by the following comparison
of total prewar consumption of certain Imported commodities with
1958 imports of these items:

ATABLE b—Continental Portugal: Comparisen of 1938 imports of certain
commoditics 10ith their averuge pretwayr annyal con sumption

[Thousands of metric tons)
Consumption
' avernge, Iml%%'éts’
1935-38 X
O o 1,400 1,148
Tron and steel. .........._ 20l TT T TTITTTITTmm e e 150 169
OO eI T 1,148 174
Cotion (raw)__ e m——————— e man e 24 28
e e T 1190 199

! Tstimated on the basis of imports. . .
Bource Prewnr eonsumption figures from Portuguese annugl program 1348-49, except for eoal, for which

figure was obtained from ECE Coal Commiites, .

, The marked increase in imports of machinery and iron and steel
in postwar years over 1938 is significant, since it points unmistakably
to an increased level of investment reflecting the desire-of the Portu-
guese to accelerate the industrialization of their country. Part of
this increase, however, (especially in 1947) must be attributed-to the
buying of de luxe automobiles and other relatively less essential con-
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sumption goods; the former were one of the first items to be subjected
to import licensing by the Portuguese Government, late in that year.

Lower imports of coal both during and after the war, due to a
world shortage of that commodity, resulted in greater efforts at,
domestic production which,, in 1947, stood about 200,000 tons above,
the 1985-38 average. ) . .

As for grains, Bigthr imports of wheat in postwar years. (mainly
from the United States) are attributable largely to bad crops, which,
as noted above, were due to low yields resulting from dronght. THus
in 1940 the Portuguede wheat crop was 268,157 metric tons and in’
1948 it is estimated at 282,000 metric tons, despite the fact that the
area $0wh to wheat has been increased by 160,000 liectares above 1940.

The growing use of petroleum by Portuguese industry—mainly
as o result of the wartime-shortage of coal—promises to become a
drain upon Portuguese gold and foreign exchinge resources. It is
for this reason—among others—that-the Portuguese Government.
wishes to hasten the development of the country’s hydroelectric power
Tesources. Lo PR ceo

The table below shows the geographic distribution of Portuguese
imports over a period of years. The increased dependence on the
United Statesis noteworthy ; in’effect, the Portuguese appear to have
tumed to the United States for products which formerly came from
Germany. ) ‘ ‘ - T o

TABLE G——Coutinontal Potingel: Imports, by, couniry of origun, in percent of
- total value

* 1038 194G 1947~
(Percent) | (Percent) | (Percont)
United KingdomM.emmcae- L H 13,
RRLIANY . o o amwmmmmem=—mmmmm=m=mme s === ———mmmmm—--oa 17 A PR ——
Tted Statos. o e —mmmmmmme— e e o 120 . 28 3l
Portuguese ColomeS. oo —aa 10 15 T
NE {3 Fiahot s PRRR— - - N L7 41 .6
f e e G 3 ]
All ofhers..<- S A | a3, .. 38
F o S 100 | 100 100

Squrce: Portugal-Instituto Nacionsl de Estotistica, Comercio Externo.  ° . NI

The principal customers for Dortugal’s exports in 1947 were the
Portuguese eolonies, which toolk 96 percent of thefotal value of ex-
ports, followed by the United Kingdoin, the United States, ahd Bel-’
gium, which accounted for 15 percent, 11 percent, and 10 percent, re-
spectively.” It is noteworthy that in 1988 the Portugnese colonies’
took only 12 percent of total exports, while the United Kingdom. took
91 percent, and-the United States and Belgium 5 percent each. Total
exports to the Western Hemisphere were 18 percent of total value,
contrasted with 11 percent in 1988. As for the United Kingdom, the
fall from 21 percent in 1938 to 15 percent in 1947 reflects the British’

9



“austerity” policy and explains, in part, the decline of wine exports
in 1947 compared with 1948.

In line with the general European trend toward displacement of
the Western Hemisphere as a source of supply, the Portuguese expect,
that in 1949-50 their purchases from the United States will decline
“from 31 percent (in 1947) to 29 percent of total imports. Purchases
in other Western Hemisphere countries are expected to decline from
15 percent in 1047 to about 5 percent in 1949-50. The gain, totalling
about 19 percent, is expected to accrue to the participating Sterling
area,

The foreign trade of the Portuguese colonies consists principally
of exports of oilseeds and vegetable oils, coffee, sugar, sisal, cocoa
and other tropieal products, and imports of machinery, transport
equipment, petroleum, wheat four and 2 variety of manufactured
products. The trade of the colonies with continental Portugal is
largely confined to exports of raw cotton, oilseeds and sugar. Colonial
imports from the mother country consist mainly of wine.

2, Balance of Payments

The trade balance of continental Portugal has, as a rule, been un-
favorable, the only exception being the war period when Portugal
accumulated large reserves of gold and foreign exchange due to heavy
sales of wolfram (tungsten) ore and tin to hoth sides in the war and
due to a heavy influx of flight capital. On the other hand, the balance
of payments on current account for the Portuguese empire as a whole
showed fairly regular annual surpluses of about 5 million dollars up
to the beginning of World War II, due fo the fact that the trade sur-
plus of the colonies plus such invisibles ag emigrant remittances, in-
come from foreign and colonial investments, miscellaneous services,
and capital transfers more than covered the trade deficit of continental
Portugal.

Since World War I1, the situation has changed, not as in the case
of other participating countries because of a fall in the volume of
exports, but because pent-up wartime demand for consumer and in-
vestment goods tended to swell postwar imports, A bad crop in 1945
made matters worse, but the main factor in Portugal’s balance-of-
payments difficulfies is the cumulative effect of imports to earry out
the national economic development program delayed by the war, and
of imports to satisfy a variety of consumer demands which the accumu-
lation of war earnings and some degree of postwar inflation had made
effective. -

The following table shows the size of the Portuguese trade deficit -
In prewar and postwar years: :
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TapiE T.-~COontinental Portugal: Foreion tlmde balance: 1988, 1946, 1947, and
194848

[In mlhons of T. 8, dollars]

1938 1946 1947 1048-40 2

BE TS “agag 1930 ¢ £348.7 1203 5

EEPOTES o oo oo T 0.2 12 1 126.9 T46 1
Balamee o e e -2 6 —87. 9 —021.8 —149.4

1 Exsludes-trade of ountmeutal Portugnl with tho colones. -
? Rewvised by the OB

} Inclndes gcean Ireigh!; Yor which figures =re not a.vaﬂable

¢ Exaludes ocean freighf.

e Source: Portugal-Tnstituto Nacional de Estatlstica, Comercio Externo; and Porfuguess 1048-49 Annunl
TOBTAMm.

Because of the sharp increase in Portugal’s trade deﬁcit in 1947,
the Government began to adopt import restrictions in the fall of that
year. On October 3, 1947, imports of tires and deluxe cars were
banned ; since October 5, 1947, the importation of a long List of non-
essentials has required an import license. On November 20, the Su-
perior Forelgn Trade Commission was created; its regulations went
into effect on February 9, 1948. The Commission has the power to
regulate Portuguese foreign trade and exchange dealings, subject to
approval by the Council of Ministers. The core of Portuguese for-
eign trade regulations is the advance registration of all imports and
exports with the Technical Corporative Council (a governmental
body) through which the Government now exercises virtual contzol
over foreign’trade. - - .

The nature and magmtude of the invisible items in the Portuguese
balance of payments is shown in the following table-

T.ABI.E S_Gontmenml Portugal: Invisible items in the bulwnce of paymenia:?
B . 1989 and 196 - . .

" [In mAlions of dollars] ~
- . . " 1939 ) 1946 .
.- - - ’ Reosipts Expendi| 5., Receipts | Bapendi- Tala
. eceip ras alance | Receip thires Dalance

Current account: - . -
Freight [ 03 07 —0 4 2.3 29 —0.6
TOMEIST 4.6 3.3 +1.3 5.7 L& e
Emigrant remiftanees. vea - 9.2 .G +8.0 15.9 2.8 +13 1
Tnvestment Incomo. oo o oaaeea|, L0 1.4 + 4 11.6 10 +10.6
rscelanenNs . o eee 8.1 8.2 —.1 35.6 857 | 7 =19,5
Ba]ance ...... - —————— Y- SR A" [ +i.7

Capital aacount Loans, m\restmenm and :
other mpltal trnnslers. 11,3 7.7 +3.0 28 ¢ TE +20 5
o Tatal balance of Invisibles. ceeamemen (RS PR {- 184 | e * 4282

1 Taclirdes transaetions with the cclonies. . - i LT -

Source: Portugal-Instituto Nacional da Estatisties, Situscao Bancaria, 1046,

§24656-—48——3 11



The following table illustrates the area pattern of the balance of
payments on current account of continental Portugal with foreign
countries:

TaBre 9. —Continental Portugal: Balaenece of payments an current account with
foreign countries?®

[In millions of dollars]
1945 196
Partrcipating countries. ... m————————— e m = m—————— +46.6 -50.4
Wostern Hermispherg. ceeavnemsn-- - e +2.5 —43.0
Other nonparticipating countries o e e 2.2 -2
Balanee on current aeeoun b ae oo +8.9 —83.6

1Tnclucdes transactions wath the colonres.
Z Bpoin,

Source. Portugnl-Tnstituto Nocional de Estatisties, Situaceo Bancaria,

Unfortunately, Portugal has not submitted to the OEEC a detailed
balance of payments for 1947 and 1948-49. However, the Portugnese
have reported that the 1947 balance of payments of the Escudo Area
with all countries, on current and capital account, showed a total
deficit of 118.8 million dollars. While it is not possible {o show in
detail how this deficit was financed, it is, nevertheless, clear that to
2 large extent it was financed by liquidation of Government gold
holdings.

As for the Portuguese colonies, their trade balance has been con-
sistently favorable in the past and has fluctuated between a high of
15.9 million and a low of 8.1 million dollars. Portuguese statistics for
1946 * place colonial imports at 94.8 million and exports at 94.5 million
dollars, which shows that the colonial balance of trade tended toward
equilibrium in recent years. Adeguate data:are lacking for colonial
invisibles. However, the Portuguese estimate that in 1949-50 colonial
invisibles will show a favorable balance of 20 million dollars, believed
to be mainly intra-African emigrant remittances.

Because of the inadequacy of colonial statistics, no area break-down
of the eolonial balance of payments is possible for previous years.
However, the 1949-50 Portuguese annual program, to be discussed in
the next section, contains such a breal-down for merchandise trade,
and this will be shown.

3. Gold and Foreign Exchange Holdings

In the period 1989 to 1945 inclusive, Portugal accumulated a total
of 661.8 million dollars in gold and foreign exchange, partly because
of abnormally laxge wartime exports of wolfram ore and tin and

1 Portugnl-Tnstitute Nacionnl de Estatistica, Anuario Estaflstico, p. 836.
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partly because of the heavy inflow of refugee capital. Total gold and
foreign exchange holdings as of July 16, 1947, were as follows: *

Tane 10.—Portugal: Gold and foreign ezchange holdings as of July 16, 1947

[Ta millions of dollars and dollar equivalents]

Gold*___ _— - 37G.8
Dollary ... — ———— 131
Poundssterling.._____________ e 315. 8
Other foreign ¢urrencies of I 3L I, members *coee e oo oo 2.2
Swiss-francs, Swedish kronor, Argentine pesos and pesetas 2.9

Total —— -— T10.8

1 Computed on the basis of $33 per ounce of fine gold,
? Computed on the basis of rates reported to tle I, M. 1.

Souree : CEEC Balance of Payments—PFortngal, ehart XIVa.

The following table obtained from official Portiguese sourcés shows
Portuguese gold and foreign exchange holdings in certain years since
1933. Unfortunately, column 4 of the table includes both gold and,
foreign exchange, but the information given clearly evidences the fact
that Portuguese prewar gold holdings were relatively small.

Tapie 11.—Portugal: Gold and foreign exchange holdings in selected years '

[Tt mallions of dollars]
() (Z) 3) 1€
. rOu:gt*.r

_ 'oTeien oTeignR.

Tear (end of) Gold exchange | exchangs
and gold -
30. 8 13.0 0.7
36. 4 183 3.6
367 20,7 6.3
53.7 1.4 127.7
56 8 72, 0 30518
241.6 196.8 300.7

Source: Portugal, Tustituto Naconal de Estatistica, Sitnacac Banearia, 1946, pp. 20 and 22,

Because, during the war, legal reserves increased much faster than
the note circulation and sight liahilities of the Bank of Portugal, the
Government increased the latter’s reserve requirements from 30 to 50
percent in April 1946. According to this increase, gold holdings
against note cireulation and sight liabilities of the Bank of Portugal
totaling 14,228 million esecudos (571.9 million dollars) as of November
30, 1948, should have been 143 million dollars, or 25 percent, while

2 Portugnese short-term dollar nsseis in the United States were reported at 35 million
dollars as of June 30, 1948 (Federal Reserve Bulietin, Nevember 1048, p, 1437). Of this
amount only 9.7 million dollars represented official heldings, while the remainder con-
sisted of private working balances which cannot be considered available for covering a
current dollar defleit. T.ong-term doliar assets (believed to be mostly private) amounted
to 21 million dollars as of June 30, 1947. (Foreign Appropriations Bill for 1949—Hear-
ings before Subcommittes of Commitiee on Appropriations, House of Representatives, 80th
Cong., pt. I, p. 921, table XT.}
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another 20 percent should have been foreign exchange. It may be
noted that this ratio is high in comparison with that now actually
maintained in other participating countries.

Available reports place Portuguese gold and dollar holdings at about
245 million dollars as of November 30, 1948. Since the Portuguese
are estimated to be spending gold and dollars currently at the rate
of about 93 million dollars a year, their total gold and dollar hold-
ings as of the end of 1948 should be around 235-240 million dollars,?
mostly in the form of gold. Assuming that the same rate of liqui-
dation of gold and doliar holdings continues through 1948-49, and
assuming a further drain of approximately 25 million doliars re-
sulting from additional imports and reduced exports during the
194849 agricultural year due to relatively bad crops, the gold and
dollar holdings of the Portuguese Government on June 30, 1949,
should be in-the neighborhood of 160 million to 170 million dollars.

Available estimates place total Portuguese sterling balances at the
Lquivalent of 305 million dollars as of June 30, 1948. Since Portu-
guese sterling obligations as of December 31, 1946, amounted- to the
equivalent of 33 million dollars,* net Portuguese sterling assets as of

-June 30, 1948, may be placed at the equivalent of about 272 million
dollars.® However, as in the case of the wartime sterling balances
of other nations, this amount is now frozen, and the present tendency
is for the United ngdom to settle her current obligations to Portugal
in such a way as not to give rise to transfers of gold or dollars. Any
use of these sterling balances for purchases in other participating
countries or the Western Hemisphere would, therefore, seem for the
near future to be unlikely. However, although the use of these frozen
sterling balances is restricted even withinthe sterling area, the OEEC
report on the 1949-50 program (ch. II, Portugal, p. 2) states that
Portugal’s “deficit * * * with the sterling area will be covered
by capital arrangements agreed between the United Kingdom and
Portugal.”

3Exc]udmg any net changes in private long- anﬂ short-term nssets held in the United
States.

4 OBEC Balance of Payments—Portugal, chart XIVh. -

5This assumes that the Portuguese sterling debt _has not ‘been .Substantially reduced
slnce December 31, 1944.
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Chapter IL. Justification of Possible ERP
Aid in 1949.50 |

A, INTRODUCTION

The Portuguese Government has submitted to.the OEEC a balance
of payments for 1949-50 in which the total ERP aid requested is 100.6
million dollars? representing Portugal’s total gold and dollar deficit
for that year. In order to show the composition and relative Impor-
tance of this amount within the framework of the general balance of
payments of the Portuguese Empire for 19049-50, the latter is summar-
ized as follows:

TAnLE 12— Portuguese Eﬁapire: General balance of current payments in all CUur-
rencieg for 1949-50, with the eddition of capiial transections in gold and
dollars®

[In mitifons of dollars]
Nonparticipating coun- Participating
tries countries
West Tolal |DOT's| Total
ern | Sierlin Sterling,
| Hemt- | area *| Otber [ST N8 Other
sphero
. Ezpenditures .
Impotts, continente? Portugal .. ___ 95,4 12,8 4.7 8561 1053 | 3048 2.0 ...
Imports, Portugiiese DOT's.________| 3.6 8.7 1 37.6 08| mes .. _____ | ____T"
Total imports. . oo oo eeeeee 130.0 21.5 48| 123.2( 130 0| 4158 32.0 447.0
Invisibles 2___ —— 39.6 12 .7 33.2 14.2 8.8 -—
Total expenditures____________ 169, 6 22,7 6.6 | 1664 | 1502 | 044 | ____f_______
feceipis
Exports, continenial Portugal. ______ 35.1 7.9 11.7 7.5 61.1 | 153.4 6.2 L
Ezports, Portugnese DOT 5. ____ 154 1.8 23 10.0 1p.2 L i I IR
Tolal exportsa e oo 50,5 18.7 4.0 41.5 80,3 | 211.1 362 247.2
Invisibless ___. _________________ "1 @2 19,8 | __ 57.4 1264 1660 | | _._____
Totalreceipts. .. ooeeooool| L8| 2385| 140| 100.9| o020 30211
Current account balance.....__..____ —b7.8 | 415.8 | 4865 | —bL5{ ~57.5 |—142.3 |
Carrent account balance, sterling | ____ LG et =BL5 | —35.%
Current afc balancs, gold and dolfars.| —57.8 | 8.5 [eeee ~67.8 |—106.6
Gold and dollar eapital franssetions.| 2.4 || - [TTTTT 26 .0
Total gold and doller defieet..... ) "I TRAY —-100 6

1 No balance of J%ﬂ'gments for capitsl transactions other than those In gold and dollars was submitted by
Portugal to the O EEC for 104650, N L
2 A hreak-dowa of invisibles, by categories, is given on page 23 of this paper,

“Soures: Portuguess 1949-50 annupl program: Cloneral batanes of current payments in all curreneies and
general balaneo of payments In gold and dollars.

tAccording to ONEC decument PR-48-51 (BRev. §) of January i4, 1949, the revised
Portuguese request for total GRP ald in 1949-50 amounts to 63.4 million dolars.
No detzils are now available as to how this reduced figure was reached.
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Portugal’s request is based primarily upon the argument that the
import restrictions which that country adopted in the fall of 1947
will not, in themselves, be sufficient to assure equilibrium in the Por-
tuguese gold and dollar balance of payments. This, the Portuguese
contend, is especially true since the fiscal year 1949-50 is to be con-
sidered ag the first year of the ERP 4-year program, in which heavy
imports of capital goods will tend to swell the gold and dollar deficit.

The Portuguese.contend that carrying out'an ERP 4-year program
in their country {which would be in effect a continuation of their long-
term industrialization program mentioned above) will accomplish two
important results: First, it will help render the couniry independent
of the imports of fuel and food ? which are now Important factors
responsible for the gold and dollar deficit; second, it will make avail-
able for export a number of agricultural and mineral products (such
as fruits and vegetables, high-grade iron ores, chromium and manga-
nese from continental Portugal; and oilseeds and vegetable oils from
the colonies) as a result of better river transport and more widespread
irrigation.® o

The Portuguese hold that the eredits which they have accumulated
in the United Kingdom during the war were frozen at the time Por-
tugal needed them to replace obsolete equipment and to continue its
15-year economic development program, delayed by the war; that, as a
result, the country’s gold and dollar reserves have had to bear a dispro-
portionate share of the burden of the Portuguese industrialization
program.

The following paragraphs make a preliminary analysis of the
validity of Portugal’s claim that it needs 100.6 million dollars of ERP
aid in 1949-50.

B. ANALYSIS OF IMPORTS IN 1949-50

1. Continental Imports
The principal imports of continental Portugal in 1949-50, broken
down by areas, are as follows: :

2The gevelopment of hydroelectrie power is expected to lead to large-seale irrigation
projects whieh will inerease ¢rop produetion.

3 The Portuguese expect that their power development projects will lend to the regulariza-
tion and navigabllity of some of their rivers {in pariicular, of the Douroe River} which they
regard as a.precondition fer the export of iron ores at competitive prices. The Portugucse
descrlbe these ores as high-giade magnetites and hematites with an avernge iron content
of about 50 percent and belicve thot as much ag 2 million tons a year might be exported
once river trapsport is available. They also believe that the region contnining these iron
orcg mizht yield chromium and mapganese, some of which was already expolted during
the war.
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TabLe 18.—Continegntal Portugal: Principal imports, by commodities and areas,
194950 ’

" [Milons 4f dollars, £, 0. b1

. Partiui:t:-qtmg Quantat

Westorn countries . uantity
Ht]zlmx-, Stort . O?h]elzm | Total “;g’;ﬁgdi

sphare erhing

- ares Cther tons)

Machinery and equipment_____.__ ... 136 42 4 bk (P 893 I, o.
Tromand steel:___________ .. __. 52 103 15.8 1.2 32,5 . 24
CraIns. e eemmmm—————————— 26,0 | o, 2.1 281 330
S R 10.6 B 39 16.1 21.1 n.n,
Chemicals (ncluding fertilizersy.. .. ______ 10.6 3.7, 16 0 .8 a1 n, a.
Solid fugls. e e e - 4 5. B P PN S 16,2 1,100
Row eobion e , 20 U PR 132 153 3
Allother 2.7, 17 0 35 2 26.2 103.1 . Boa,
b (7 R BT X 85.6 | 1052 34p6| 33367 n. .

1 This amount i3 payable to fhe nonparticapating sterling nrea.
* Includes 10,9 million doliars from the Portuenese coloniés. -
3 Of these totals 82 million dellars will be imported from the Porfuguese colonies.

Bource: Portugnese 1M%-50 annual program,

a. Machinery ond equipment—The most remarkable feature of the
Portuguese 1949~50 import program is the size of machinery and equip- -
ment imports (89.3 million dollars), which are almost three times as
large as any other category of imports and account for 29 percent of
the total imports of continental Portugal. One third consists of
power equipment, while another 30 percent is transport equipment.

Machinery and equipment imports of 89.3 million dollars in 1949-50
are substantially higher than those programmed for 194849 (76.7 mil-
lion dollars). This, in turn, compares with 84.0 million dollavs in
1947, a year in which excessive purchases of foreign goods led to im-
port restrictions. The 1947 figure of 8¢ million dollars is fully 32.7
million dollars above that for 1946 (which was 51.9 million dollars)
and is believed to include a considerable quantity of nonessential anto-
mobiles and tires. While, in general, {onnage is not a meaningful
measure of machinery and equipment imports, it is perhaps,of interest
that in 1946 and 1947 an average of 88,100 metric tons of machinery
and equipment was imported into Portugal against 22,218 tons in
1938. As for value, Portuguese machinery and equipment imports in
1936, 1937, and 1938 averaged 14.3 million dollars. Even if this fig-
ure is doubled to compensate for intervening price increases, giving a
total of 28.6 million dollars, available figures would permit the esti-
mate that average machinery and -equipment-imports in 1946, 1947,
and 1948 were approximately 214 times as large as in the three afore-
mentioned peacetime years. ' _ o

On the whole, it appears that the Portuguese machinery import pro-
gram for 1949-50 reflects a desire to accelerate the industrialization. of
the country with ERP aid. While the United States is sympathetic
to the desire of the Portuguese people and their Government for eco-
nomic progress, it does not seem that this objective falls in its entirety
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within the scope of the Buropean Recovery Program. Accordingly,
and considering the more eritical balance of payments position and
dollar needs of other ERP countries, it may tentatively be concluded
that the projected equipment imports are in excess of the quantities
that ECA should finance. It is therefore felt that in estimating re-
quirements for ERP aid, a substantial reduction in imports of ma-~
chinery and equipment would be appropriate. '

" 3. Iron and steel.—Import requirements of iron and steel were-pro-
grammed by Portugal at 29.0 million dollars {195,000 metric tons) for
1048-494 This compares with actugl imports of 163,700 metric tons
in 1947, 154,200 metric tons in 1946, and with 108,700 metric tons in
1938. In view of the foregoing, sc:heduled imports of 214,000 metric
tons in 1940-50 (of which about 15 percent from the United States)
seem high, and some reduction in the gold and dollarimport figure
would seem called for. .

¢. Grain—Jmports in 1949-50 include an item of 21.8 million dol-
lars for bread grains-and one of 4.2 million dollars for-coarse grains,
both from {he United States, or a total of 26 million dollars. In ad-
dition, 2.1 miliior ‘dollars of grain imports from other sources -are
projected. Total grain import requirements in 1949-50 are placed at
330,000 metric tons. Although this tonnage s higher than in 1946
and 1947 (when it was 287,000 and 296,000 respectively) available esti-
mates indicate that Portuguese requirements in 1949-50 have-not been
overstated. Accordingly, the Portuguese figure of 26.0 million dollars
for dollar purchases of grains seems reasonablé. -

4. P. 0. L—The 21.1 million dollars programmed for gasoline and
fuel oils in 1949-50 compares with 19:5 million dollars programmed in
1948-49, which represented 675,200 metric tons, almost equivalent to
the 646,000 metric tonswhich.the OEEC-estimates as Portugal’s total
copsumption in 1948-49, P. O. L. imports in 1947 were 18:8 million
dollars (717,000 tons), 17.1 million dollars {359,000 tons) in 1946, and
4.5 million dollars (195,900 tons) in 1938. The considerable growth in
petroleum consumption ig thus readily apparent. Nevertheless, avail-
able estimates indicate that the Sgure of 21.1 million dollars for
194950 is somewhat higher than is warranted by anticipated con-
sumption in that period ahd that sore reduction in the program of
gold and dollar imports of P. 0. L.1is indicated.

0. Chemigals—Stated import requirements of chemicals (incind-
ing fertilizers) amount to 81.1 million dollars in 1949-50. This com-
pares with 26.4 million dollars in the 1943-49 annual program, with
19.9 million dollars in 1947 and with 5.1 million doliars in 1938. In
view of the rather sharp rige in this item over a relatively short period
of time, a reduction in the program of dollar imports of chemicals

4 Mgure revised by the OBEC.
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‘would seem to be indieated. It should be noted that the reduction
is not made in imports of fertilizer—which Portugal needs rather
badly-—but applies to imports of other miscellaneous chemicals.

f- Coal—Coal import requirements for 1949-50 are put by the Por-
tuguese Government at 1,100,000 metric tons. About 75 percent of
coal imports in 1949-50 are scheduled o come from the participating
sterling area and only about 25 percent (or 4.5 million dollars) from
the United States. This compares with o stated requirement of 1,-
266,000.tons for 194849, with 914,000 tons imported in 1947 and with
1,148,000 tons imported in 1938, The program figure for 1949-50
appears reasonable. Tlowever, in view of the anticipated availability
of coal in the participating sterling area, it may be possible largely
to eliminate the dollar expenditure of 4.5 million dollars by sw1tch—
ing most of this sum to the United Xingdom.

g. Ootion—Dortugal has been importing virtually her entire re-
quirement of raw cotton from the colonies, and purchases in the
Western Hemisphere, usually made in Brazil, are quite small and are
believed to be justified.

h. Hats and oils—The Portuguese 1949-50 program calls: for im-
ports of 11.3 million dollars of fats and oils, of which 3.2 million dol-
lars is to come from the Western Hemisphere-and 1.6 million dolars
from other participating countries, resulting in a total gold and
dollar expenditﬁre of 4.8 million dollars. On the other hzmc'i 6.4 mil-
lion.dollazs is scheduled. to be imported from the colonies. Avmlable
estimates indicate that the Portuguese have underestimated their
colonial production, and that imports of fafs and oils from.the colonies
are likely to be close to 15.0 million dollars in 1949-50. However, since
certain types of oils are not available in the colonies and must be
imported from the Western Hemisphere, it is not possible to eliminate |
gold and dollaz imports of fats and oils entirely.

2. Colonial Imporis

Table 14 on the following page gives a break-down of the most im-
portant 184850 imports into the Portuguese colonies by areas, as
shown in the Portuguese program.

Tf machinery and equipment plays a conspicuous part in the 1949-50
mnport program of continental Pmtug'l.l this is even more so in the
case-of the colonies where they comprise fully 68 percent of total im-
ports. Of the 75.0 million dollars of machinery and equipment, 8.9
million doHars consists of power equipment, 14.2 million dollars of
transport equipment, 21.3 million dollars of other inland transport
equipment; agricultural machinery and tractors account for 14.8 mil-
lion dollars, a,nd 0il-drilling equipment for 5.5 million dollars. Un-
fortunately, it is not possﬂ:)le to compare the 75-million-dollar figure
with actual postwar imports. However, for 1948-49 machinery and
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Tanrte 14—Poriuguese Colonics: Aree and commodity break-down of principal
imports, 194950

(fn milhons of dollars]

I‘artmi%)anng Q
Westorn COUNtIeS Quan-
Commodity H%mm- O{;ﬁgrs Total “Itg’[;tlr’i?“
phere 1§ siorling tons
aven Other
Machinery and equipment, all types....-- 22.5 26 0 25 6 09 o . a.
Tron and steal o eeee o .2 7 L3 emmmmeeee 2.2 16
LIS et e oy m L 3+ T S I, SyS— 39 35
P.O Temoeciecmecc et —ummamamam. 33 A 1 I R, 61 273
Chemicals (miscellaneous) .. _.___ N 11 9 31 57 n. a.
B0l (0I5 e c e e e cmmmm e maem e fer e I 2 T 135 7.2 366
N T, 21 33 30 13 107 [eaeamana-
L T 3.6 37.6 30.8 88| 108 cameuren

1 From nonparticipating sterlmg area.
‘Bource: Portuguese 1949-50 annual program,

equipment imports into the colonies were programmed by the Portu-
guese at only 12.5 million dollars, of which 10 million dellars consisted
of railroad equipment and 1.2 million dollars of vehicles. Moreover,
while up to 1947 the colonies showed a small trade surplus year in and
year out, they would, if the 1949-50 program were carried out, show
for the first time in their history a trade deficit of 53.1 million dollars
in 1949-50 {of which 27.6 million in gold and dollars®) resulting
mainly from these abnormally large imports-of industrial equipment.

The colonial trade deficit by areas 15 shown in the following table:

Manre 15.—Porfugucse Colonies: Area break-down of trade doficit in 104950

o miilions of deollars}
Participating countries )

Westorn . Toial
H[t!lmi_ Sterli All others ﬁdﬁt
sphere rling sdeficy

rey _ Other
—13.1 —27.6 —-11 6 1442 —53.1

1 Tneludes a credit item of 2 1 uMion 1n gold and dollars.
Source Portugitess 104950 annual program, general balance of current payments ih all euerencies.

In examining the proposed program of colonial imports, the ques-
tion is whether the use of IERP aid to finance the gold and dollar trade
deficit of the colonies would make a more important contribution to-
ward Europesn recovery if spent in the Portuguese colonies rather
than in continental Furope or in the overseas territory of other parti-
cipating countries. If the Portuguese ERP 4-year program is carried
out in the colonies as planned, the main recovery contribution of the
colonies by -1952-53 will be 2 moderate increase in the export of oil
kernels (mainly ground nuts and cashew nuts) and coal, as well as a

5Including a deficit with nounsterling participating countries in the amount of 11.0
million dollars.
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moderate increase in the export of various other tropical produects.
The Portuguese visualize the resultmtr increase in colomal exports as
follows: -

TasLy 16.—Poriuguese Colonies: Estimated exporis of eeriain products in 1946,
A249-50, and 1958-53 . N

{Thousands of metric tons]

16 194950 1802-53
01l kernels and cashoew nuts_______ - e enam——————— 3 3. £0
COPra . e T 32- as 44
31 114 - 120 130 b Py
Cotos... . 1n 11 12
- 7 10 &0
120 130 150
12 21 40
V] [¢] 7
16 300 890

Souree: Portugness memorandum to the GEEC on 1940-50 Program.

Apart from the coal estimale, which may ‘be somewhat overop—
timistic, it is not clear that the colonial developments under con-
sideration for 1949-50 would malke a eontribution to Turopean recov-
ery enfirely commensurate with the expenditure of ERP funds re-
qu1rec1 to malke possible the full amount of equipment imports shown
in the 1949-50 program submitted by Portugal. A considerable re-
duction of the total 1949-50 colonial import: figure, reflecting a reduc-
‘tion in equlpmerlt Jmports, would therefore seem indicated. (It
should be borne in mind that the colonies would, even without ERP
aid, be able to impert 26.0 million dollars Worth of well- dlver51ﬁed
machinery and equipment from the Partmlpatmcr Sterlmcr ‘Area be-
cause of the favorable current Portu guese payment position 1 in sterling.
This amount is more than twice the 12.5 million dollars of machmmy
and equipment which the Portuguese programmed for the colomes
for the fiscal year 1948-49.) :

C. PORTUGUESE EXPORTS AND INWSIBLES IN
T -1949-50
1. Portuguese Exporis in 1949-50 .

The following table gives an area break down of Portuguese ex-
ports in 194950, both. for continental Portugel and the colonies:-

TABLE 17.—~Por f.uguesc Empire: Bstimated ewpm ts in 1.9.4{9—50 by areas
[In millicas of dollars]

Particzpating countries -
Western .
H%mk Stesti All others Total
sphere erting -
aren (_)ther
Continental Portugal ______________ R 35.2 37.5 61.0 1557+ -189.4
Portugess eolonies o ooooeoooooo 15.4 00 192 B 257 7

1 ‘This amount includes exports of 35 1 miilion dotlers o tho eolonies. . A
1'Fhys figure apparently excludes colomal eaports to the metropolo.

Bource: Portugiress 1449-50 annusl program.
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Table 3 on page 7 above shows the principal exports of ‘continental
Portugal for 1938, 1946, 1947 and 1948-49, by tonnage and value. It
should be stated at the outset that the general long-term outlook for
Portugiese exports appears reasonably good. An increased produc-
tion of cork—resulting in lower prices—may remove present uncer-
tainties surrounding that item by restoring the former volume of
exports. Beecause of the war, more Portuguese sardines and wines
were imported into the Western Hemisphere than ever before, and
since Germany and Ingland may, in time, be expected to resume a
part of their former imports of these products, the long-run outlook
for Portuguese exports may be described as reascnably good. More-
over, the remarkable development of the Portuguese fextile ndustry
from 1938 to 1947 is an added guarantee that a possible displacement
of one of the old-line export items will not find the country unpre-
pared. Turther industrialization, now the primary economic objec-
tive of the Portuguese Government, will result in greater diversifica-
tion of exports than has hitherto obtained, and, hence, in greater
econoniic security.

As regards Portugal’s principal esports in 1949-50, wines are sched-
uled at 25.2 million dollars compared with 22.4 million dollars in 1947
and a target of 0.3 million dollars in 1948—49. The 1947 figure repre-
sents 824,600 hectoliters compared with 838,900 hectoliters in 1938.
Sinee the 1949-50 figure does not seem out of line with prewar and
1947 performance, it may be regarded as reasonable. Since the Portu-
guese were abla to export almost their full prewar volume in 1947, it
is quite likely that this volume can be exceeded as world recovery
continues.

In the case of canned fish, the Portuguese 1949-50 program calls
for total exports of 86.2 million dollars; compared -with 86.9 million
dollars programmed for 1948—49. This figure represents 50,100 metric
tons, compared with 38,200 tons in 1947, 46,600 tons in 1946, and 41,900
tons in 1938. In view of results achieved in recent years and of the
reported poor sardine catch in 1948, the 1949-50 figure seems high, and
a substantial downward revision in the target for gold and dollar
exports of canned fish would seem indicated.

As regards cork, production in 1948 was estimated at 80,000 tomns,
compared with the high wartime level of 165,000 tons per year.
Portuguese farmers are reported to be cutting the production of cork
in the hope of keeping prices high. Also, exports of cork are reported
to be meeting inereased foreign competition. In view of this, estimated
exports of 95,000 tons of raw cork in 194950 (which compares with
148,000 tons in 1948 (based on first 8 months) and 118,000 tons in 1938)
seem to discount changed conditions fairly adequately. As for manu-
factured cork, programmed exports of 18,700 tons in 1949-50 compare
with 20,020 tons in 1948 (based on first eight months), with 19,981
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tons in 1947 and with 10,711 tons in 1938. The growth in exports of
manufactured cork since prewar has been remarkable; the relatively
slight reduction in 1949-50 as compared with 1947 and 1948 seems

reasonable,

No information is available on the 1949-50 export target for cotton
textiles, but official Portuguese figures for 1946 and 1947 show that
exports of this item have been remarkably stable in recent years.
Exports of lumber and naval stores have inereased considerably over

prewar.,

2. Portuguese Invisibles in 1949-50

The 1949-50 Portuguese balance of payments merges continental
invisibles with those of the colonies. As a result, it is necessary to
show the combined figures, which arve as follows:

TasLE 18—Portuguese Empire: Area dreakdown o

account, 1949-50

-

[In millions of dolnrs]

f inwisible items on current

Participating countries

il

Western
H%mi- Start 1 AN others Total
sphere erhng
ares Other
EXPENDITURES
‘Transport_.__ L ..._ [— 8.0 99 1i.1 1.8 30.8
Tourism____.____ —- —_ .B .4 I 2 PO 1.3
Ineome from capital .. oooos oo 43 29 I N P 7.4
Emigrant remiftances. . _ ] 3.5 b I3 P R 4.9
Other expendifures oo __ 23.2 18.6 2.6 fuo 4.4
T 30.6 3.2 142 L8 188
REcEiPTS
‘Transport . oo .. 5.8 6.3 02 | . 223
LT < T 32 41 .4 7.7
Income [ronr eapital_ _. 51 1.6 16.9
Emigrant remittances_ .3 i} 253
Other receints .8 .3 59.0
Other receipts of DQOTYs 0.8
Total e 1510
Debitbalanes e e B Y N R F
Credit balanee. .o 21.6 248 |eemmacccmaan 50 +62.2

t Represents mainly emigrant remittaness from neoparticipaiing sterling area.
Squree; Portuguese 1040-50 Annugl Program, Geperal Balance of Current Payments 1n all Currenetes.

Because of the various downward revisions in imports and exports
outlined-above, it is believed that the Portuguese deficit in all curren-
cles for 1949-50 on current account could be reduced to a figure of
35 to 60 million dollars® without detriment to the Portuguese economy.

Complete 1949-50 balance of payments tables for the Portuguese
Empire as originally submitted by Portugal and as revised by ECA.
are included as tables IT and ITT, respectively, in the appendix.to this

report.

¢ The petunl BCA estimate is 67.2 million dollars.
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D. CONCLUSION

The nature of Portugal’s import program for 1949-50—in which
capital goods play a predominant part—indicates that the Portuguese
are not so much in need of assistance to recover from the ravages of
war as to obtain capital for the development of their natural resources,
both on the continent and in the colonies.

An analysis of Portuguese postwar imports indicates that purchases
of machinery from abroad have been very high in relation to prewar
vears, due largely to the availability of substantial amounts of gold
accumulated during the war. Tt would therefore seem reasonable to
assume that some of the more urgent replacement needs due to wartime
shortages have been met and that further imports of machinery may
be regarded as being mainly for development purposes. While the
United States is fully sympathetic to the desire of the Portuguese
Government to accelerate the development of the economy of Portugal
and its overseas territories, only a part of this development can prop-
exly be considered to fall within the objectives of the European Ke-
covery Program. Accordingly, the Portuguese import program for
1949-50 has been reviewed and reduced, thus lowering the total
Portuguese current account deficit in all currencies to 57.2 million
dollars mainly by a considerable reduction in programmed imports
of capital equipment.

Portugal’s gold and dollar holdings as of June 80, 1949, are esti-
mated at 160 to 170 million dollars. Since the present Portuguese
central bank statute requires a gold reserve of 143 million dollars
{as of November 30, 1948) against note circulation and demand lia-
bilities, it would appear that part of the ECA-estimated gold and
dollar deficit of 27.4 million dollars for 194950 could be financed out
of Portugal’s own gold and dollar resources without a change in the
law.

The Portuguese indicate that their power development progran
would increase current relatively low exports of food to other partici-
pating countries by permitting more widespread irrigation; that it
would lead to the navigability of some of their rivers which, in turn,
would permit substantial exports of high-grade iron ores at competi-
tive prices; that, in the process, an increased production of such strate-
ric materials as chromium and manganese would become possible; and,
finally, that power development would lessen the pressure on the Portu-
suese balance of payments by permitting a reduction in imports of fuel
and food. These possibilities deserve serious consideration in the
light of prevailing shortages.

Tn the sense that increased Portugnese farm and mineral production
would directly benefit the other participating countries as well as
Portugnal and would inerease the supply of strategic malerials of
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interest to the United States, Portugal’s claim for ERP aid may be
said to be valid.  As to the possible size for which this aid might take,
it Js estimated that financial assistance of 10 million dollars, to be used
exclusively for increasing the production of scarce commodities, is
fully in line with ERP objectives.”

P While the ECA estimates of ERP id required in 1949-50 for all countries should be con-
gidered tentative, this is particularly troe in-the case of Portugal becayse of the eompara-
tive gearcity of adequate date coneerning 1ecent developments in the Portugrese economy

nnd balance of payments, and because the OEEC has not vet had an opportunity to roview
the matter of aid for Portugal. ’
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APPENDIX TABLES

papre I—Portuguese Empire: Foreign ezchange rotes used in ihe conversion

of the escudo into United Siales doilars

Awverage foreign cxchange rate for year

Year: {Oente per escudo)
1988 e 3 -
1939, e ————— i —————— 4,03
1046 m e 4,05
1947 e 4,02
1048 - e 24,02

1 Preliminary estimate.
Souree : U. 8. Department of Commerce.

TapLE IT—Portuguese Empire: Dstimeted Talance of paymenis on current account
in all currencies, and total gold and doller balance of payments, 1849-50, as orig-

inally submitied by Poriugal
{Mulions of dollars and dollar equivalents]

Doflor account
Nondollar
acconnt Total
gfg%gg' Other Total

1. Imports. R 105.2 29.0 1348 280,97 415 &
2, ExportSeceiaaanoe 31.3 3.2 64, 5 146.5 . 21L1
3, Merchandise balance. . cecaceeeoas -73.9 +3.6 —70.3 —134 2 —2. 5
4, Invisibles {Det) amer oo mmm e e 4140 6.0 +21.0 441,2 +562. 2
5. Balance on current aecount e e ccaeea——- -~—59.0 196 —419.3 —03.0 —142.3
8, Saftlements b e drmmme e[ cmnmc e f e LR U s I R —— [,
7. Amortization psyments fo U. 8.

AZCNCIES. . .. et e | ————— cammcmmm——a—
8, Net posthion. i mmmerr o[ mumsmamm e e Eo 1 LR 3 (R R ——
9, ERP finaneing e mme oo e — d 006 b
10, ReStAUAL e oree e icmamamen mmemame | emammm e e = [ mmmmm e e ] e | s | e e

1 30]d snd ‘dollar movements under terms of evisting finaneial and commerein] sgreements with other

partieipatmg countrles and ofher nonparticipating countries.
2 Ineludos & sieplos of 6.0 millicn dollars on capital aceount.

3 Amount ¢f ERP aid requested by Portugal for 1949-50, According to OEEC document PR/B/5L (Rov,
5) of Jon. 14, 1949, the amonnt was revised downward fo 63,4 million dollars, eonsistmg wholly of direct aid.

No explanation has been reecived from OEEC for the 62.4 milzon doller figare.
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Tazre ILI.—Poritguese Empire: Balance of peynients on crrent account in all
currencies, and total gold and dollar balance of paym ents, 1949-50, as estimated
by BoA

[MiNions of dollars and dollar oquryalents]

Dollar acepung
Nondollar

Uhnited acconnt Total

States Other Total
B et ols] o 72.8 209 102.7 2210 327.6
Exports-.._. ........................... _——— Mo 3.4 6.3 143.7 205 O
Merchavdise balaneo.. oo oo —42. ¢ +1.5 —41 4 —8L. 2 —122.6
Invisibles (noty .o +15.5 4561 +21 6
Balanco oh current sceountboen o _____ —27. 4 +7.6 --19 8
BettlementSaane oo coeue T R, 1-13 8
Capitel transaetions_ .. _____________ "ot mTToTTTMmRTTORn 460
Net position..__________ T[T —27T 4
BRP G080 e e e oopame | TR 00
Residoal..____ .. ________~ T [ S i-17 4

1 Egtimated pold and dollar movements under terms of oxsting finanels] and commercinl agrecments

with nonparticipating eourtries.
2 es that 10 million dollsrs will he ERP aid.
i Use of Poriupueso reservas.,

O
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