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Note on policy guidelines and measures the Portuguese Government will adopt 
to address main economic challenges  

In the light of the challenges currently faced by the Portuguese economy, namely 
related to the need to consolidate the public finances, to foster economic growth and 
correct macroeconomic imbalances and to stabilize and strengthen the financial sector 
and to improve the financing conditions in the Portuguese economy, the Government is 
fully committed not only to the implementation of the measures already decided but 
also to take the additional measures outlined in this note and to pursue the structural 
reform agenda.  

A.   Fiscal Policy 

The Portuguese government is committed to achieve a frontloaded multiyear 
fiscal adjustment. The government is taking measures to regain control over the debt 
dynamics, and thereby reassure creditors.  

The fiscal strategy is anchored in placing the debt-GDP ratio on a declining path 
from 2013 onward and reducing the general government deficit to 4.6 percent of 
GDP in 2011, and 3 and 2 percent of GDP in 2012 and 2013 respectively.  

A strong start has already been made by putting forward consolidation measures 
in May and in September 2010 and especially by taking a very substantial 
consolidation effort in the 2011 Budget Law, which foresees some 5 percent of 
GDP of structural consolidation measures. Major measures include an average cut 
by 5% in the wages of the public sector at large, reductions in government 
employment, cuts in several social transfers such as unemployment benefits and family 
allowances, and a nominal freeze of all other social outlays. Other measures are 
targeted at reining in spending in a number of other areas, including, for instance, 
health, education, and transfers to State-owned enterprises or investment. On the 
revenue side, measures include a hike in VAT rates, higher social contributions, higher 
prices for some government services, sales of concessions and ceilings on income tax 
deductions for high incomes and on income tax benefits.  

To foster its budgetary plans, the Government is significantly strengthening the 
mechanisms for the monitoring and control of intra-annual budgetary execution.  
In that context and as envisaged in the Council of Ministers Resolution of 27 December 
2010, the government will publish quarterly budgetary targets for the central 
administration and social security (covering some 90% of total expenditure) starting in 
March 2011. Deviations from targets will lead to corrective action in order to ensure the 
annual targets are met (targets will be announced for the whole year ahead). In 
addition, a task force was created and internal monthly deficit targets are defined by 
budget programme. The Government will consider extending the coverage of these 
exercises in order to include other entities that are part of the general government 
perimeter. These mechanisms will be coordinated with regular monitoring of the 
budgetary results by the European Commission, in liaison with the ECB, in the context 
of enhanced surveillance at the Euro area level. 

As a further guarantee of its full commitment to the stated fiscal targets, for the 
remainder of 2011 and the years to follow, the government will immediately 
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reinforce the current fiscal consolidation measures. Notwithstanding very positive 
developments on the export side, there are clear downside risks to the macroeconomic 
prospects regarding domestic demand in 2011. In the current volatile market 
environment, this justifies taking additional precautions in order to secure the 
achievement of the fiscal targets. This reinforcement includes five main areas of 
actions, namely  additional savings in the health care sector; additional reduction of 
costs of State owned enterprises and related subsidies; further reductions in 
expenditure of other Public Entities and Bodies and in transfers from the State to other 
sectors of public administration; additional tightening of social expenditure; and further 
reduction in capital expenditure. These measures are expected to yield fiscal savings 
of around 0.8% of GDP in 2011.  

 Health care expenditures will be reduced by a further €100 million in 2011 
beyond the originally targeted expenditure savings. This will be achieved by a 
mix of administrative savings and a cut of operational expenditure by 10%.  

 Reductions in the costs of state-owned enterprises lower the need for 
government transfers. To that end the global cost-reduction targets will be 
tightened by imposing higher cost reduction targets on the operating 
expenditures of specific companies, where further cost savings potential can 
be identified. The government will present firm-specific spending ceilings by 
end of March 2011. This measure is expected to yield a further savings of at 
least €150 million. 

 Further reduction in expenditure of other Public Entities and Bodies €100 
million in 2011 beyond the originally targeted expenditure savings. This will be 
achieved by a mix of administrative savings and a cut of operational 
expenditure by 10%; and further reduction of the transfers to other sectors of 
public administration (0.1% GDP ) 

 Additional reduction of social expenditure and increase in social security 
contributions: further tightening of inspection to be applied to all social 
benefits; contribution to social security compulsory for trainees (0.1% GDP) 

 Further reduction in capital expenditure: several projects foreseen to be 
implemented in 2011 in areas such as road construction, school construction, 
and other public works, are being re-scheduled (the overall amount of the 
projects adds up to 0.25% of GDP); Increase in other capital receipts with 
further concessions and sale of public real estate (max 0.2% GDP) 

These measures are assessed as being sufficient to safely limit general government 
deficit in 2011 to 4.6 percent of GDP and to contribute to the adjustment in the 
following years. In the context of the reinforced mechanisms of intra-annual monitoring 
of budget execution and of enhanced surveillance at the Euro area level, if budgetary 
results turn out to be worse than expected, the government will take the necessary 
corrective actions.  

Furthermore, the Government is fully committed to meet the fiscal targets of 2012 and 
2013 (3% and 2% of GDP, respectively). To that end, the Stability programme will 
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include all necessary measures to ensure the required fiscal adjustment, and taking 
into account the risks underlying the macroeconomic scenario. 

As main measures it will include, in 2012, the reduction in costs in State-Owned 
Enterprises and Other Public Entities and Bodies, the reinforcement of cost control in 
health and education sectors, the suspension of the application of pension indexation 
rules and the creation of special contribution over pensions, and the revision of tax 
benefits code and tax deductions. Control of expenditure in State-Owned Enterprises 
will be further enforced by tightening the debt ceilings already defined. In 2013, savings 
in social benefits, further action in cost control in health and education sectors and the 
broadening VAT tax base will add to the structural measures taken in 2012 to ensure 
that the deficit reduction target is achieved. 
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Estimated impact of fiscal consolidation measures in 2012 and 2013 
(% of GDP) 

 2012 2013 
Total 2.5 1.2 
Revenue 0.9 0.4 
Revision of tax benefits code and tax deductions: 
Reduction of tax expenditure and other measures 
to strengthen revenue 

0.3 0.1 

Broaden VAT tax base by revising VAT 
exemptions and categories 

0.1 0.3 

Revision of corporate tax deductions and special 
regimes 

0.1  

Excise taxes indexation 0.15  
Personal income tax: Application of same rules to 
all types of income and conclude convergence of 
taxes applied to pensions and labour income 

0.15  

Measures to fight informality and tax evasion 
(control of invoices and cross checking turnover 
declarations and automatic payments) 

0.1  

Expenditure 1.6 0.8 
Suspend application of pension indexation rules1 
and a special contribution over all pensions 
(progressive contribution with rules similar to 
those applied in public servants wages)  

0.25  

Cost control measures in health sector
(reductions in operational costs; Medicines; 
reduction of benefits in Public servants and other 
special health regimes) 

0.3 0.1 

Reduction of social benefits  0.2 
Cost control measures in education associated to 
the rationalization of school network: reduction 
number of schools, school clusters; centralized 
purchases 

0.2 0.1 

Other operational costs control measures in 
General Government 

0.2 0.1 

Reduction in costs in State Owned Enterprises 
and Other Public entities and Bodies (revision on 
compensation schemes and fringe benefits; 
reduction operational costs; revision of 
investment plans) 

0.35 0.1 

Reduction in transfer to local and regional 
authorities 

0.1  

Reduction in capital expenditure  0.2 0.2 
 

The Government will also implement the privatization program foreseen in the Stability 
Program. 

                                                            

1 The suspension of the application of pension indexation rules yields budgetary savings of 0.2 %GDP. 
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In the context of the European Semester and the enhanced surveillance at the Euro 
area level, we will continue to work with the European Commission, in liaison with the 
ECB, in preparing and monitoring the implementation of the Stability programme, to be 
presented in April. 

 

B.   Structural reforms 

Parallel to the actions to consolidate public finances, and as important as those, the 
Government is pursuing its agenda of structural reforms and will continue to take 
actions to foster economic growth and to correct other imbalances. 

Recent years have witnessed the implementation of a reform agenda, addressing 
many of the structural weaknesses of the Portuguese economy: 

 Strong action to improve educational attainment and skills of the workforce: 
strong reduction in dropout and early school leaving rates; strong 
improvement in educational attainment as measured by the PISA tests; 
increase in compulsory schooling; enrolment rates in secondary schooling 
and tertiary education equal to the average of OECD for the first time in the 
Portuguese history;  

 Improvement in R&D&I indicators and change competitive profile of 
Portuguese economy: strong increase in expenditure in R&D, namely by 
companies (R&D expenditure more than doubled over the last five years: it 
was 1.71% of GDP in 2009, while 0.81% in 2005, and only 0.4% in the late 
80´s); strong improvement in Innovation (number of firms that innovate 
increased; the share of medium and high technology exports increased; high 
increase in credits of the Technological Balance of Payments) 

 Revision of Labour Law to increase flexibility and adaptability: increase in 
flexibility of the labour market is already perceived, namely in indices such as 
the OECD EPL index, following the revision of the Labour Law 

 Reduction of energy dependence to contribute to the correction of external 
imbalances: in 2010 53% of all electricity was produced from renewable 
sources enabling important reductions of imports; 

 Modernization and streamlining of the Public administration: frontrunner 
leadership in e.governance rankings; reduction of public employment; 
restructuring of public administration; 

 Improvements in business environment, reduction of administrative costs and 
cuts in red tape: Portugal top reformer in areas such as starting businesses;  

In spite of some progress made, many challenges remain and the long run growth 
promotion agenda has to be reinforced.  
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The Government is endorsing, in the National Reform Program, ambitious targets 
namely in areas such as R&D expenditure, where it targets to achieve a level of 2.7-
3.3% of GDP in 2020, the reduction of the school drop out rate to 10% or the increase 
to 40% of the share of the population belonging to the 30-34 year age group 
completing tertiary education. 

In the context of the European Semester and the enhanced surveillance at the Euro 
area level, we will continue to work with the European Commission, in liaison with the 
ECB, in preparing and monitoring the implementation of the National Reform Program, 
to be presented in April. 

 

The Government commits to take further action in the following areas.  

Labour market reforms 

A reform of Labour Law was implemented in 2009, resulting from an agreement with 
social partners, with the objective of promoting collective bargaining at both sectoral 
and company level, and foster internal adaptability through the flexibilisation of mobility, 
working-time organization and wage bargaining. Furthermore, dismissals procedures 
were flexibilised, resulting in the highest labour marked rigidity reduction in the OECD.  

In order to increase the competitive capacity of the economy and to promote increased 
labour market flexibility and job creation, the Government and the social partners are 
finalizing a revision of labour law provisions, in order to reduce severance payments, 
for new labour market entrants, from current 30 to final 10 days per each year worked, 
with additional 10 days to be paid by a mutualised employer financed mechanism. 
Minimum severance pay of 3 months will also be eliminated and a cap of 12 months of 
total severance will be introduced. These new rules will also be applied to fixed-term 
contracts. Additionally and on the basis of the lessons learned during the current crisis, 
a significant ease of industrial crisis lay-off provisions is being negotiated as well as 
measures to further decentralize collective bargaining to the company level.  

The Government has also been introducing important changes to the unemployment 
benefits system reinforcing incentives to take up jobs and tightening duration rules and 
replacement rates. The last measures introduced in 2010 to reinforce the strictness of 
job acceptance rules and to introduce a cap on net replacement rates have lead to a 
50% increase of unemployment benefit cuts (i.e. 12.000 persons) due to the refusal of 
activation measures and the new rules on net replacement rates were already applied 
to 45% of new Unemployment Benefit. 

With the aim of further improving adaptability in the Portuguese labour market, the 
government will pursue its reform agenda and it will take the following actions: 

 Following the July 2010 changes of the unemployment benefits system, the 
government commits to start, by July 2011, its revision with the objective of 
preventing unemployment traps and benefit dependence and improving the 
sustainability of the system. We aim at revising eligibility and insurance rules 
for the different cohorts of beneficiaries. 
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 The government commits that the envisaged increase in minimum wages to  
€500 will depend on the economic situation. There are no commitments to 
further increases in the future and any decision will be also conditional on 
economic conditions. Any changes will also depend on the Governments’ 
assessment of the impact of the minimum wage on regional and sectoral 
functioning of labour market. 

 The government will assess the current reform on severance payments by the 
end of 2011 by evaluating its impact on market segmentation. The 
government also acknowledges the relevance of severance payments for 
existing contracts. It will assess the impact of the reform on the severance 
payments for existing contracts negotiated through mutual agreement 
between employers and employees and launch a consultation with social 
partners on these issues. 

 Increasing flexibility in working time arrangements in the form of overtime 
premium and of the reference period for computing average working week will 
be encouraged in the context of collective bargaining. 

 In order to increase the enforceability of the changes that were introduced in 
the labour law, the government commits, in the context of the reform of the 
judicial system that is being carried out, to optimize all the administrative 
procedures for individual and collective dismissals;  

 The government commits, when considering requests to extend collective 
agreements, to take due account of its impact on the competitiveness of 
sectors and companies. 

 

Judicial reforms 

A well functioning judicial system is a crucial element of the business 
environment and has strong externalities in other areas, and it allows for a better 
enforcement of recent changes in law and rules that have been made. The 
government is strongly determined to improve its efficiency. All the changes 
recommended by the Commission on Operational Justice Efficiency to reform the 
judicial system will start to be implemented by the end of March 2011 and involve new 
court management models, procedural simplifications, implementation of alternative 
dispute resolution mechanisms and increased use of information technology. For those 
that require some legislation, namely the change to the judiciary map, a proposal will 
be submitted to the Parliament by mid-March and the government is committed to 
approve the law by June 2011. The implementation of this measure is foreseen by 
September 2011.  

 

Housing market reforms/urban renewal 
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The Government is committed to ensure a well-functioning rental market in order 
to make more effective use of the existing housing stock and to facilitate labour 
mobility. To this end, the parliament will adopt, by the end of March 2011, the 
legislative package to reform the housing market, announced on 15 December. Of 
particular importance are the liberalisation of rental control, simplification of eviction 
procedures outside the courts in case of non-payment, less strict regulation for 
renovation of the existing house stock and the reduction of administrative burden for 
permits and authorisations for renovations. We are convinced that a functioning 
housing market will foster investment in renovations, increase rental housing supply, 
enhance labour mobility, and facilitate the reduction in households’ indebtedness by 
promoting replacement of acquisition by rental.  

 

The Government commits to take further action in the following areas.  

Promoting domestic savings and reducing households’ indebtedness 

An important component of the strategy to decrease external indebtedness is to narrow 
the gap between investment and domestic savings. The savings rate has decreased 
quite considerably since mid 80s and more abruptly during the 90s, following the drop 
in interest rates that took place during the convergence process associated to the euro 
adoption, and the much easier access to bank credit. In this context, and in addition to 
the effect of fiscal consolidation in increasing public savings, we will contribute to the 
recovery of the private sector savings rate by implementing a comprehensive set of 
measures. 

These measures, resulting from joint technical work by the Ministry of Finance and 
Banco de Portugal, will involve (i) promoting financial education and literacy, including 
by bringing together all the involved public and private entities and by ensuring 
coherence between the individual initiatives in this area; (ii) facilitating savings 
decisions, including by encouraging households’ automatic savings; (iii) upgrading the 
attractiveness and promoting the access to the existing financial savings products and 
the supply of new ones; and (iv) incentivizing households’ and financial institutions 
towards prudent management of indebtedness, thus also contributing to financial 
stability. 

These measures will be approved by the end of March 2011. 

 

Health sector reform 

The Government has initiated a comprehensive reform package to improve 
efficiency and to reduce significantly the costs of the health care sector. The 
government will implement the measures announced in mid-December 2010, including: 
increases in co-payments, prioritisation or exclusion of services, reinforcing primary 
care provision and a move to per capita payment, specialising and concentrating 
hospital care, centralised procurement for medicines and diagnostic tests for National 
Health Service (NHS) patients, salary reductions and the streamlining of NHS 
administrative structures. Reducing overall expenditure on pharmaceuticals has 
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become a priority through reductions in prices and reimbursement of medicines, faster 
availability of generics, prescriptions by active element, prescription guidelines and 
forthcoming e-prescription. Authorities expect the package to yield savings worth € 700 
million in 2011, of which 100 million is part of the 2011 additional consolidation 
package. The government is committed to attain further cost savings of € 200 million in 
2012 by cutting operational costs by 10 percent. 

 

Energy 

The government is fully committed to the liberalisation of energy markets and 
will pursue its energy strategy.  

The Government is determined to liberalise energy prices, while ensuring the provision 
of universal service at reasonable prices to vulnerable consumers, by phasing out 
regulated tariffs in electricity and gas. To this end a roadmap will be presented in April 
2011. Liberalization will follow a stepwise approach, based on reaching pre-determined 
conditions relating to the degree of effective competition in the relevant market and 
taking into account tariff volatility in a system with a strong reliance on hydraulicity. The 
government will also ensure that during the phasing-out period market prices and 
regulated tariffs will not diverge significantly and ensure that no cross-subsidisation 
between consumers segments is at work. Remaining regulated tariffs will be eliminated 
by January 1, 2013, at the latest. The government will define the vulnerable consumers 
by the end of 2011 and develop mechanisms to protect them, according to EU 
legislation. 

The Third Energy Package will be transposed by the end of March 2011. These 
measures will grant the ERSE all powers foreseen in the package.  

The government will introduce changes in the legislation in order to incentivize 
renewable energy producers to sell the energy in the market, as already happens in the 
cogeneration.  

The government is determined to review energy taxation by 2013 to ensure that it 
provides incentives for rational use, including consistent incentives for energy savings 
and emission reductions across the various energy sources. 

In the energy sector, as in all other sectors, the government will review the special 
rights held by the State in private companies and will abolish such rights, where 
necessary, to comply with EU law. 

 

Transport 

An efficient transport system contributing to significant energy savings is a key 
element in the logistics needed for enabling export growth.  

The government is finishing its Strategic Plan for the Transport sector that will be 
approved by the end of March. The Plan entails as main goals iv) rationalize networks 
and improve mobility and logistic conditions in Portugal; ii) improving energy efficiency 
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and reducing environmental impacts of the sector, iii) improving its contribution to the 
competitiveness of the economy, iv) ensure financial sustainability of the companies. 
Implementation of the plan will start in April 2011. 

The transposition of EU railway law will be ready by May 2011. Priority will be given to 
ensuring full independence of the state owned railway operator from the State and 
ensuring the balance of the infrastructure manager's revenues and expenditures; 
rationalization of the network and effective incentives for the infrastructure manager to 
reduce its costs; revision of the existing Public Service Obligations on rail passenger 
transport; revision of the infrastructure charging scheme to introduce a performance 
scheme without raising the level of the charges for freight trains in place end 2010. The 
government is also committed to privatize the freight branch of the state owned rail 
operator, CP, and some suburban lines. The legal arrangements to start the process 
will be ready by the end of the first semester 2011. Additionally, by the end of the 
March 2011 measures will be defined in order to ensure the rationalization of the 
network and effective incentives for the infrastructure manager to reduce its costs. 

 

Services  

The full transposition of the services directive will be finalized in accordance 
with the deadlines indicated below. This will improve market functioning in these 
sectors, foster market integration, and enhance competitiveness in user sectors  

The necessary amendments to the sector specific legislation for construction and 
tourism will be completed by the end of May 2011. At the same time the government 
commits to the liberalisation of the regulated professions, which will be completed by 
the end of September 2011, and to facilitate the use of commercial communication, as 
foreseen in the directive. The law for those professions not regulated by Parliament is 
under discussion in the council of ministers and a law proposal concerning professions 
regulated by Parliament will be presented to Parliament until the end of March 2011. 

The zero authorisation project, which eliminates authorisations for the retail sector, will 
come into force by the end of April 2011 and become operational by the end of July 
2011. Online procedures will be extended to all sectors covered by the directive and 
the content of the Points of Single Contact will be adjusted to the new legislation to be 
adopted by the end of September 2011 and will be made more user-friendly and 
responsive to SME's needs by the end of April 2011.  

 

Enforcement of Competition rules 

Speedy and effective enforcement of competition rules are a crucial element for 
proper functioning of markets. The government is committed to improve the speed 
and effectiveness of competition rules' enforcement. Specialized courts will be 
established in 2011. The competition law will be revised during 2011 along the 
following lines: i) simplification of the law, separating clearly the procedural areas 
where penal sanctions apply from those where administrative law is applicable; ii) 
rationalization of the conditions that determine the opening of investigations, allowing 
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the competition authority to make an assessment of the relevance of the claims; iii) 
elimination of market share as criteria to make compulsory the ex ante notification of a 
concentration operation replacing it by turnover (allowing for the harmonization 
between Portuguese and Communitarian Law); iv) ensure more clarity and legal 
certainty in the application of Penal Law to infringement cases and Procedural 
Administrative law in merger control. 

C. Financial sector policies 

The Portuguese financial system weathered the financial crisis rather well. The 
banks were not overly invested in complex derivative products and our country has not 
seen a housing bubble, while banks operate according to a more traditional business 
model. This explains why the first part of the financial crisis had little impact on the 
banking system as a whole and why Portuguese banks remained profitable throughout 
2008-2010 with the return on equity last year standing at 8.6%.  

Nevertheless, in the current juncture, there are vulnerabilities stemming from 
several sources. Portugal’s total (public and private) external liabilities reached almost 
300% of GDP and net external debt about 85% of GDP, making the country more 
sensitive to international risk perceptions. Banking activities are heavily funded on the 
wholesale market making the banks significantly leveraged with an average loan to 
deposit ratio at 135%. Since mid-2010 the access by Portuguese banks to medium and 
long-term wholesale international debt markets has been severely impaired. 
Furthermore, rating agencies downgraded the sector along with the sovereign. As a 
consequence, the banks became dependent on ECB liquidity for which the collateral 
buffers may be negatively affected in case of further downgrades of the sovereign. 
Furthermore, although provisions have been made, the impact of the rise of non-
performing loans, standing at 4.1% of loans2 in the last quarter of 2010, should be 
taken into account as well as the recent slight decline in the coverage of non-
performing loans. Finally, excluding Banco Português de Negócios (BPN), the capital 
adequacy of 11.1% at the end of 2010 compares well with the European average of 
about 11.5%, but appears low in light of the future Basle III requirements. However, 
following Banco de Portugal's guidelines in 2008, it has to be noted that the quality of 
the capital is of a high standard with the capital Tier I ratio at 9% (which compares with 
a 7.3% ratio in 2008) and a core Tier I ratio of 8.2% (which compares with a 6.5% ratio 
in 2008, and is currently above the Basel III minimum common equity Tier I ratio plus 
the capital conservation buffer required by 2019).  

To face the challenges ahead, a four-pronged strategy seems appropriate.  

First, we encourage banks to reduce their funding needs by deleveraging. Action 
will be taken to substantially and permanently reduce the funding needs of the 
Portuguese banks. This will be done against the background of the limited potential for 
deposit growth in the present environment and the need to reduce reliance on the 
Eurosystem credit operations in an orderly manner within the Eurosystem framework. 
                                                            

2  A comparison with the European average at 3.6% should take into account measurement 
issues as in Portugal only the overdue payments are registered whereas usually the total 
loan is recorded as non-performing. 
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Banco de Portugal will ask banks to devise by end-April 2011 institution-specific 
medium-term plans to achieve a sustainable position in terms of liquidity ratios, e.g., 
loan-to-deposit ratios. If needed to strengthen the ability of the banks to access 
funding, we will also consider to increase the amount of EUR 9 billion presently 
available under the guarantee scheme, subject to approval by the European 
Commission. 

Second, we will encourage banks to take action to preserve sufficient system 
liquidity. Collateral buffers need to be strengthened for the banking system to continue 
to be able to access the private repo market and as a contingency measure, to borrow 
from the Eurosystem.  

Third, we will continue to encourage banks to raise capital and restructure as 
needed. We will ask banks to prepare by end-April 2011 institution-specific re-
organisation plans which will identify timelines and targets for the size and composition 
of balance sheets, capital structure, and operational efficiency, consistently with the 
macroeconomic adjustment and budgetary consolidation process. The plans will aim at 
strengthening the banks' capital base as soon as possible, especially in view of the 
need to deleverage, to regain access to market funding and to withstand potential 
economic or market stress, as well as taking into account the need to converge 
towards higher quality capital under Basel III. Preliminary drafts will be completed by 
the banks by end-April 2011. The Banco de Portugal, in close cooperation with the 
ECB and the EC, will assess the adequacy of these plans by end-May 2011. Where 
applicable, Portugal will notify restructuring/viability plans submitted by individual banks 
to the EC for separate approval under the competition rules. Furthermore, we will 
reinforce the effectiveness of the existing backstop facility for the banking system. To 
this end technical work is ongoing by the Ministry of Finance in cooperation with the 
Banco de Portugal. Even though current simulations confirm that the amount 
underlying the recapitalization scheme was safely set, should final results from 
restructuring plans show additional needs, we stand ready to raise the available 
amount beyond EUR 3 billion, subject to approval by the European Commission. 

Additionally, at the request of the Government, the Banco de Portugal is preparing 
measures to increase the efficiency and speed of early interventions in the financial 
system, in order to prevent and correct any systemic risk that might be detected. 
Working groups involving the Portuguese financial supervisory authorities and the 
Ministry of Finance are already preparing proposals regarding early intervention 
schemes and mechanisms of forceful restructuring and liquidation of financial 
institutions. 

 

Fourth, it is important to increase clarity as to the fiscal implications and to 
procedures in dealing with BPN. In this regard, continuing our efforts we will present 
by end-May 2011 a plan to resolve the situation of BPN that will specify, in particular, 
the timetable and the restructuring process aiming at withdrawing public sector 
involvement. The plan will be subject to approval by the European Commission. 

 


