ADVOCACY IN ACTION

The Recuperation of the Portuguese Economy and
Image of Portugal in the United States

In October 2011, The National Organization sponsored an economic forum with the Luso-
American Friendship Association (AAPEUA) on the topic “The Recuperation of the Portuguese
Economy and Image of Portugal in the United States.” The Portuguese delegation included
distinguished leaders such as Antdnio Neto Da Silva, AAPEUA President; Nuno Manalvo,
AAPEUA, Vice-President; Anibal Santos, Administrator of REN (National Energy Network);
Antonio José De Barros, President; AEP (Chamber of Commerce and Industry) and CIP
(Confederation of Portuguese Industry); Brian Henderson, Senior Advisor of Espirito Santo
Bank in the US; and Gabriel Alonso, CEO of EDP Renewables North America.

L to R: Rep. Ed
Royce, Rep. Devin
Nunes, Dr. José
Antoénio Barros,
Brian Henderson,
Anténio Villas-
Boas, Nuno
Manalvo,
Ambassador
Nuno Brito,
Speaker John
Boehner, Dr.
Antonio Neto da
Silva, Gabriel
Alonso, Francisco
Semiao, Rep.
Spencer Bachus,
and Dr. José
Antonio Galaz

NOPA and the
delegation were
hosted by
Congressman
Devin Nunes
(Member of the Congressional Portuguese American Caucus) and met with Congressman
John Boehner (Speaker of the House of Representatives), Congressman Spencer Bachus
(Chairman of the House Financial Services Committee), Congressman Ed Royce (Majority
Whip of the House), and Mr. Gary Litman (VP for Europe Policy and Initiatives at the US
Chamber of Commerce). We left the meetings with action items that were of interest to the
attendees of your November 12" meeting. One of the main initiatives we took away from
these events was to focus more on informing and educating Members of Congress, and the
American public, on the steps Portugal has taken to deal with its financial crisis. Month after
month, we continue to hear Portugal mentioned on the floors of the House and Senate as an
example of economic failure, but Portugal has taken major steps to correct the issues and
are no longer in the situation that faces other European countries like Greece and Italy. We
have to step up education efforts on how Portugal has taken this crisis on and are a shining
example of a country that made the difficult choices to fix their long-term fiscal issues. We
must do more to educate those outside of the Portuguese-American community about the
major steps and accomplishments Portugal has taken to tackle this difficult issue.

The following is a statement from Dr. Antonio Neto da Silva, President of the Luso-American
Friendship Association to the US Congress and American media.
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The current crisis openly started 4 years ago but still remains unresolved.

The World Economy continues to face strong tensions in the international finaneial markets.
The cnisis starts, now, materializing even m China. Though a significant recuperation of
world economic activity was produced in 2010 and 2011, a significant nisk exists that recent
tensions m the very center of the mtermnational financial system may have severs
repercussions over global growth. In fact:

1 Dxﬂumﬂyﬁomprecedmtmes,thm:m;sassumedaglobaldmman,mﬁalmgm
imterdependent world economies are. Differently from precedent ones, this crisis also showed
a relevant enpagement of national authorities to participate on the needed coordination and
multlateral cooperation on the adaptation of their economic policies.

2. Thas availability represents an important change on the global economic govemance and 1=
one of the main differences between the corrent crisis and the one that occurred on the Great
Depreszion. In fact, the answers to the crisis of the 30°s were essentially of national and
mnilateral nature. Currently, the degree and the complexity of the economic and finaneial
interdependence among world economies made it clear that national economic pohcies have
to be evaluated, discussed and negohated at the imternmational commumty level ziven the
potential risk that a disruption in one economy can represent to the world economy.

3. Thus, the trend will be for a reinforcement of mtemmational coordination and the
establishment of new rules, with the mmplementation of multilateral supervision mechamems
whose contmbution to this process will be crucial. In this sense go recent proposals of the
G20 to ecreate and implement a set of indicators to evaluate, in a comparable way_ the
different economic policies and to establish a set of directives. Such directives meant &=
allow for timely intervention to comrect the excessive and persistent disequibbna o=
budgetary, monetary and exchanpe rate policies of mdividual countries

4. The sconomic policies designed to respond effectively to crisis show, as well 2 bmse
tension between short and long term perspectives. Cumently, the biggest challense S
economic policy is to conciliate measures for short term stabilization with measures for lome
term stroctural and growth adjustment, either at national and global levels.

5. It is in this world context of crisis that the current budget crisis of Poriugal has to be Same
worked

6. In fact, the current economic siftuation of Poringal reveals the potential consequences of
the lack of emphasis on sustamabibty and structinal adjusiment ¥ can be used 2= 2 ca




study not to be repeated. However, as we will see further down. the world economy is
making the same emor Portugal did.

7 P?lrl‘flgal zccumulated, for more than 2 decade, macroeconomie diseqmlibria and structural
fzzihities, translating in the cwrrent situation of excessive indebtedness. The net external
debt grew from 32% of GDP in 1999 to 89% in 2007 and to 108% in 2010, Spmuliansously,
ﬁ:ﬂ_- the first fime 1n decades, the economy zrew zt 2 slow rate. Consequently, Portugal had 2
thin margin fo adopt measures of budgetary stimulus to counferact the erisiz of 2008-2009.
On the basis of Portugal’s today problems is the fact that the referrsd framlities were
mdjeresiimai‘ed. In fact, duning 2008 and 2009 Portugal deliberately adopted a budgetary
pnlz:}t:a stimulate economic activity trying to reduce the effects of the crisis of economic
=o

8t 'E'}ns policy drove ﬁze eountry mto a deterioration of the budgetary deficit that got to the
Bxstoric level of 10,1% of GDP in 2009. Simultanecusly such policy drove the coumte inte =
deterioration of public debt in I I_4 percentage points to attzin 83% of GDD.

S However, in the short ferm. thosze measures of budgetary stimulus te growth impacted
positively on ecomomue activity — GDP grew 1,3% mn 2010 after a confraction of 2,5%
2009. But thev were unable to hamper the economy fo contract agzin 1 2011, Observed
from today. the 2010 push effect of budgetary stimulus revealed itself artificial and
wnsustainable. Though, infernationzl investor’s credit nisk perception of the Portuguese debt
deteriorated substantially. Thiz deterioration led te diffienlt conditions imposed to finance
the economy, leading to the mmevitzble demand of international financizl help matenzhized in
Apnl 2011,

10. Portugal is today showed as the example of a3 country that is exemplary applying the
peeded measures for short term stabilization and long term struchwrzal adjustment, zeoing even
further than the condifions mposed by the wternational financial groups.

11. However, as the global sconomy 15 concerned, the main action has been the

implementation of measures for macroeconomic stabilization through the implementation of

measures aiming at atienuatng. in the short term, the effects of financial perfurbations on

ecomomic achviy. Differently from what we are now doing m Peortugal structaral’
adjustment in the world economy has been continuously pestponed. Thiz world option 1=

allowing for a relatively fast recuperation of world economic acfivity but does not guarantes

its sustammability. Az demonstrated before, such an emor the world economy 15 undergoang

was the cause of the current problems we have now m Portugal Our example should serve as

a case to implement stuctural adjustment at world level nof to postpone the needed

measures.

12. Actually, the persistence of diseqmlibnia at 2 global lewel 1s a fact, namely at the public
and external accounts imbalances and at the financial sector level, these translating info 2
nge vulnerability facing the zlterzfion on the perception of nisk of intemational markets. It
15 true that some corvection has been made of globzl macrosconomic diseqmlibna but these
disequlibna remazin high and a huge nsk exists that they can fiurther deteriorate. Actually,
mest pari of the comrections done was due to cyclical effects thus being of short term nature.
A continuous comrectien has to be based on the mplementation of measures of structural
nature. This iz what we are domg in Portugal, with important economic and social sosts 1o
the short term but with a perspective of a sigmificant recovery already m 2012, Poriugal
should be considersd as a case study and inspire mtermaticmal leaders to follow 1is cumrent
path to recovery.

Antonio Neto da Silva
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