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This document presents the recommendations issued to Portugal by the EU and the IMF before the financial and economic crises. 

 

 

 Before the setup of the European Semester, Country Specific Recommendations (CSRs) were issued by the Council or by the Commission 

in line with the Broad Economic Policy Guidelines (BEPGs), or with the Employment Guidelines (EGs) - until 2004 - and in line with the 

Integrated Guidelines - since 2005.  

 

 The IMF annually carries a surveillance exercise according to its Article IV consultation. The IMF Executive Board of Directors discusses 

the outcomes and proposes recommendations. No Art. IV consultation took place in 2004. 

 

 The texts of the recommendations have been rearranged with the aim of facilitating the comparison over time. Bold format was added to 

highlight the thematic issues covered by the CSRs and assessments. 

 

 

 

 

 

 

 

http://www.imf.org/external/pubs/ft/aa/aa04.htm
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COUNTRY SPECIFIC RECOMMENDATIONS (CSRs)  

for Portugal by the Commission and Council between 2003 and 2008 

 

PT  CSRs under Broad Economic Policy Guidelines (BEPGs) and Employment Guidelines (EG)

 

2003  

CSRs under BEPGs 

(see p. 47)     

and under EGs (see p. 

8)   

2004 

CSRs under BEPGs 

 (see p. 27) and under 

EGs (see p. 10)  

2006 

Implementing the 

renewed Lisbon 

Strategy 

(see p. 142)  

2007 

Strategic Report 

Country – Assessment 

of the National 

Reform Programmes 

(see p. 26) 

2008 

Council Country-Specific 

Integrated 

Recommendations 

(see p. 45) 

Public 

finance 

1. Ensure that the gov-

ernment deficit is further 

reduced in 2003 as 

planned, and that the cy-

clically-adjusted deficit is 

thereafter lowered by at 

least 0.5 % of GDP a year 

in order to reach a budget 

position that is close to 

balance. 

 

1. Take appropriate 

measures to avoid that the 

deficit breaches the 3 per 

cent of GDP reference 

value again; move to-

wards achieving a medi-

um-term 

close to balance or in sur-

plus position by ensuring 

an improvement in the 

cyclically-adjusted 

budget balance of at least 

0.5 % of GDP per year, 

replacing one-off 

measures by measures of 

a more permanent charac-

ter . 

1. In the context of the 

on-going correction of 

fiscal imbalances and 

public administration 

reform, redirect public 

spending towards uses 

more supportive to po-

tential growth, while 

maintaining firm con-

trol over public ex-

penditure overall. 

1. In the context of the on-

going correction of fiscal 

imbalances and public 

administration reform, 

redirect public spending 

towards uses more sup-

portive to potential 

growth, while maintain-

ing firm control over 

public expenditure over-

all. 

1. In the context of the on-going 

correction of fiscal imbalances 

and public administration reform, 

redirect public spending to-

wards uses more supportive to 

potential growth, while main-

taining firm control over public 

expenditure overall. 

2. Ensure that the deficit 

reduction is obtained 

mainly through the ex-

penditure side by firmly 

2. Ensure that the deficit 

reduction is obtained 

mainly through the ex-

penditure side by firmly 

   

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2003:195:0001:0054:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2003:197:0022:0022:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2003:197:0022:0022:EN:PDF
http://register.consilium.europa.eu/servlet/driver?lang=EN&ssf=DATE_DOCUMENT+DESC&fc=REGAISEN&srm=25&md=400&typ=Simple&cmsid=638&ff_COTE_DOCUMENT=10676%2F04&ff_TITRE=&ff_FT_TEXT=&ff_SOUS_COTE_MATIERE=&dd_DATE_REUNION=&single_comparator=&single_date=&from_date=&to_date=&rc=1&nr=1&page=Detail
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2004:326:0047:0063:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=SPLIT_COM:2006:0816(02):FIN:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=SPLIT_COM:2006:0816(02):FIN:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=SPLIT_COM:2006:0816(02):FIN:EN:PDF
http://europa.eu/rapid/press-release_MEMO-07-569_en.pdf
http://europa.eu/rapid/press-release_MEMO-07-569_en.pdf
http://europa.eu/rapid/press-release_MEMO-07-569_en.pdf
http://europa.eu/rapid/press-release_MEMO-07-569_en.pdf
http://register.consilium.europa.eu/pd/en/08/st07/st07275.en08.pdf
http://register.consilium.europa.eu/pd/en/08/st07/st07275.en08.pdf
http://register.consilium.europa.eu/pd/en/08/st07/st07275.en08.pdf
http://register.consilium.europa.eu/pd/en/08/st07/st07275.en08.pdf
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executing budge-tary 

plans for all sub-sectors of 

the general government. 

executing budgetary plans 

for all sub-sectors of the 

general government.  

9. Adopt further reforms 

to the pension system for 

workers in the general 

government sector to se-

cure its long-term sustain-

ability and in order to 

progressively align it with 

the pension regime for 

private sector workers. 

    

3. Undertake structural 

reforms in areas with a 

more direct impact on 

budgetary consolidation, 

notably in public admin-

istration, education, 

healthcare, and social 

security. 

3. Undertake structural 

reforms in areas with a 

more direct impact on 

budgetary consolidation, 

notably in public ad-

ministration, education, 

healthcare, and social 

security.  

   

8. Increase the efficiency 

of the healthcare system 
by introducing a wide 

range of measures that 

strengthen market mecha-

nisms and rationalise de-

mand. 

    

Knowledge 

society and 

education 

4. Promote the stronger 

involvement of the busi-

ness sector in R & D 
spending and innovation, 

together with higher ICT 

take-up. 

4. Promote the stronger 

involvement of the busi-

ness sector in R & D 
spending and innovation, 

together with higher ICT 

take-up.  
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5. Improve the efficiency 

of spending in education 

with a view to, inter alia, 

raising the qualification of 

human resources, and re-

ducing substantially the 

number of early school-

leavers with insufficient 

levels of schooling or 

training. 

5. Improve the efficiency 

of spending in education 

with a view to, inter alia, 

raising the qualification 

of human resources, and 

reducing substantially the 

number of early school-

leavers with insufficient 

levels of schooling or 

training. 

2. Implement measures 

to strongly improve the 

education attainment 

levels of the young, and 

develop a vocational 

training system that is 

relevant to labour mar-

ket needs and based on a 

"National Qualifications 

Framework". 

2. Further implement mea-

sures to strongly improve 

the efficiency of the edu-

cational system notably 

by improving attainment 

levels of the young, 

fighting early school leav-

ing and developing a vo-

cational training system 

that is relevant to the la-

bour market needs and 

based on the National 

Qualification' s Frame-

work. 

2. Continue the efforts to im-

prove the efficiency of the edu-

cational system, notably by im-

proving attainment levels of the 

young and reducing early school 

leaving based on the results ob-

tained, and by developing a voca-

tional training system that is rel-

evant to the labour market needs 

and based on the National Quali-

fications Framework. 

8. Pursue the implementa-

tion of the national life-

long learning strategy; 

improve the education 

system to reduce the high 

level of early school leav-

ers and ensure the supply 

of skilled labour, and im-

plement targets for edu-

cation and training of 

workers in enterprises. 

13. Develop a compre-

hensive active ageing 

strategy, including re-

moving incentives for 

early retirement, increas-

ing access to training and 

providing appropriate 

working environments. 

   

 14. Ensure that the na-

tional strategy for life-

long learning effectively 

results in raising the edu-

cational attainment of 

the whole workforce, in 

strengthening the incen-

tives for lifelong learning 

and in increasing partici-

pation in training, in par-

ticular for the low-skilled. 

   



 5 PE 497.749 

 15. Reduce early school 

leaving and strengthen 

the labour market rele-

vance of tertiary educa-

tion. 

   

Competition 

6. Enhance effective 

competition in liberal-

ised utilities, especially in 

the energy sector, and 

create a better competitive 

environment by increasing 

the transposition rate of 

internal-market direc-

tives. 

 

 

 

6. Enhance effective 

competition in liberal-

ised utilities, especially 

in the energy sector, and 

create a better competi-

tive environment by in-

creasing the transposition 

rate of internal-market 

directives. 

 

   

Labour 

market 

7. Encourage the social 

partners to secure wage 

moderation, while allow-

ing wage increases to take 

into account productivity 

and skill differentials, 

with a view to improving 

competitiveness. 

 3. Modernise employ-

ment protection, in-

cluding legislation to 

foster flexibility and 

security to reduce the 

high levels of labour 

market segmentation.  

2. Continue efforts to 

modernise employment 

protection, including le-

gislation to reduce the 

high levels of labour mar-

ket segmentation, within 

the flexicurity approach. 

3. Continue efforts to modernise 

employment protection, includ-

ing legislation to reduce the high 

levels of labour market segmen-

tation, within the flexicurity ap-

proach.  

 8. Promote modernisa-

tion of work organisa-

tion to strengthen produc-

tivity and quality at work. 

   

 9. Building on the new 

Labour Code, make 

permanent contracts 

more attractive to em-

ployers as well as em-

ployees, and counter the 

segmentation of the la-

bour market.  
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9. Pursue efforts to rec-

oncile work and private 

life, in particular by ex-

tending care facilities for 

children and other de-

pendants. Take action to 

promote a better gender 

balance at sectorial level 

and address the factors 

underlying the gender pay 

gap in the private sector. 

12. Take action to tackle 

the causes of the gender 

pay gap in the private 

sector and increase the 

availability and afforda-

bility of care facilities 

for children and other 

dependants 
 

   

10. Building on existing 

agreements between the 

Government and the So-

cial Partners, strengthen 

Social Partnership in the 

areas of wage policy and 

productivity, adaptability, 

work organisation and 

quality at work. 

10. Develop a more ef-

fective system of antici-

pation and management 

of restructuring. Attract-

ing more people to the 

labour market and mak-

ing work a real option for 

all. 

11. Strengthen active 

labour market measures 
for the unemployed and 

the inactive and ensure 

their efficiency; strength-

en efforts to integrate 

immigrants. 
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Summary of IMF assessments on Portugal between 2003 and 2008 
 

PT   

 
2003 

 

2004 

 

2005 

 

2006 

Art. IV Consultation 

2007 

Art. IV Consultation 

2008 

Art. IV Consultation 

Public 

finance and 

taxation 

 

While welcoming the 

consolidation target 

for 2004, Directors 

pointed out that addi-

tional measures 

should be considered 

(...) to ensure that the 

budget targets are ful-

ly secured. (...) To 

strengthen the cre-

dibility of the conso-

lidation path, Direc-

tors called on the au-

thorities to establish a 

clear timetable for the 

elimination of one-off 

measures over the 

next few years, by 

replacing them with 

durable expenditure 

reductions. Directors 

(...) urged the au-

thorities to press 

ahead with the vig-

No Art. IV 

Consultation 

was carried 

out for 2004. 

(...)Directors (...) 

supported the deci-

sion to largely aban-

don one-off 

measures, which they 

agreed have tended to 

create uncertainty 

about the true state of 

the public finances 

and to complicate fu-

ture budget execution. 

They underscored that 

bringing the deficit 

below 3 % of GDP by 

2008 would strike an 

appropriate balance 

between the need to 

make rapid progress 

in reducing the deficit 

and the focus on lon-

ger-term reforms. (...)  

Directors noted (...) 

that adjustment in 

2005 has come prima-

(...)Directors con-

curred that achieve-

ment of the 2006 fis-

cal deficit target of 

4.6 % of GDP would 

be important to ensur-

ing the credibility of 

the adjustment effort 

(...). Going forward, 

they stressed the im-

portance of shifting 

the fiscal effort from 

reliance on revenue 

measures toward the 

spending side in order 

to address the root 

cause of current fiscal 

weaknesses, namely, 

the steady rise of 

spending-especially on 

pensions and wages-

over the last decade. 

This will require mov-

ing forward with 

(...) Directors wel-

comed the authorities' 

intention to accelerate 

the pace of fiscal con-

solidation (...) and to 

save any revenue over-

performance and take 

contingency measures 

in case of spending 

overruns. (...) Direc-

tors welcomed pro-

gress in restructuring 

the central admini-

stration. They (...) 

emphasized the im-

portance of following 

through to achieve 

the envisaged fiscal 

consolidation and to 

boost productivity. 

Directors stressed that 

there is no room for a 

discretionary reduction 

in the tax burden in 

(...) Directors encou-

raged the authorities to 

continue with fiscal 

consolidation to ensure 

that the Medium-Term 

Objective can be 

achieved. (...) Direc-

tors stressed that there 

was no scope for fur-

ther discretionary 

loosening. Efforts to 

enhance the quality, 

transparency, and 

durability of fiscal 

consolidation should 

also continue. 

 

http://www.imf.org/external/np/sec/pn/2004/pn0424.htm
http://www.imf.org/external/country/PRT/index.htm?type=9998#56
http://www.imf.org/external/country/PRT/index.htm?type=9998#56
http://www.imf.org/external/np/sec/pn/2005/pn05147.htm
http://www.imf.org/external/np/sec/pn/2006/pn06124.htm
http://www.imf.org/external/np/sec/pn/2007/pn07126.htm
http://www.imf.org/external/np/sec/pn/2008/pn08128.htm
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orous implementa-

tion of the civil ser-

vice reform, and to 

extend hiring limits to 

all parts of the public 

sector. Directors em-

phasized the need to 

proceed with further 

reforms of aging-

related spending, and 

viewed early progress 

in this area as indis-

pensable for securing 

fiscal solvency. They 

encouraged the au-

thorities to fully im-

plement the recom-

mendations of the 

fiscal Report on the 

Observance of Stand-

ards and Codes 

(ROSC), and to give 

priority (...)to 

strengthening budget 

planning and control 

and moving toward 

comprehensive multi-

year budget targets. 

Directors  (...) stres-

sed that the growth 

benefits of tax cuts 

will depend on corre-

sponding expenditure 

reductions, which—

along with improved 

tax administration—

rily from revenue 

measures. They rec-

ognized that this is 

true in part because a 

number of key ex-

penditure-side ele-

ments of the autho-

rities' program are 

still being defined, 

including reforms of 

the public administra-

tion and of the retire-

ment system for pri-

vate sector workers. 

They stressed, how-

ever, that early defi-

nition and imple-

mentation of these 

bedrock spending 

reforms will be es-

sential to distinguish 

the current adjustment 

effort from previous 

fiscal consolidation 

efforts, which had 

failed to produce du-

rable gains. (...) 

Directors (...) noted 

that the looming rise 

in pension and health 

care spending from 

population aging un-

derscores the need to 

find durable 

measures to improve 

the quality and effi-

planned reforms to the 

civil service, to the 

structure of the public 

sector, and to the so-

cial security system 

for private sector 

workers. Directors 

urged the authorities to 

work toward decisive 

implementation of the-

se structural fiscal 

measures. (...) 

Directors recognized 

that additional fiscal 

adjustment would be 

needed beyond 2008 to 

ensure long-term sus-

tainability and to 

create scope for au-

tomatic fiscal stabi-

lizers to operate in 

future downturns. (...) 

It would be important 

to reevaluate the ade-

quacy of any medi-

um- to long-term fis-

cal target periodically 

in light of develop-

ments with output 

growth and health and 

pension spending. 

 

the near term. But they 

saw scope for building 

on the recent im-

provement in the effi-

ciency of tax admin-

istration by further 

simplifying some tax 

laws and procedures. 

(...)  

 



 9 PE 497.749 

will help safeguard 

the fiscal conso-

lidation objectives. In 

this regard, they noted 

that expenditure cuts 

to offset the revenue 

losses arising from 

the corporate tax re-

ductions in 2004 still 

need to be put in 

place. 

ciency of public ex-

penditure. (...) 

Competi-

tiveness and 

structural 

reforms 

 

Directors underscored 

that a robust and sus-

tainable economic 

recovery hinges on 

strengthening com-

petitiveness, inclu-

ding to cope with the 

effects of euro appre-

ciation and the chal-

lenges arising from 

EU enlargement. 

Along with structur-

al reforms, this will 

require sufficient 

wage moderation  
(...) 

Directors underscored 

that raising the 

productivity of the 

Portuguese economy 

(...) remains key to 

securing a durable 

convergence in living 

standards. Progress in 

 Directors stressed the 

need to pursue 

structural reforms 

that improve labor 

productivity and 

enhance competi-

tiveness, and, ulti-

mately, speed income 

convergence. In this 

respect, while recog-

nizing that initiatives 

to promote research 

and development and 

information technolo-

gy spending could 

play an important role 

in stimulating growth, 

they also praised on-

going and planned 

reforms to the educa-

tion and training sys-

tem and to the busi-

ness environment. (...) 

They were encour-

aged by recent 

Directors stressed the 

need for progress with 

structural reforms 

aimed at supporting 

the continued trans-

formation of the Por-

tuguese economy and 

its public sector, by 

strengthening domestic 

competition, improv-

ing the business envi-

ronment, and increas-

ing government effi-

ciency. (...) Directors 

saw the reinvigorated 

privatization process 
as a key component of 

the overall strategy to 

reduce the role of the 

state in the economy 

and enhance efficien-

cy. They also support-

ed the work of the 

Competition Authori-

ty, and called for con-

Directors stressed the 

need for a compre-

hensive structural 

reform strategy to 

significantly enhance 

Portugal's competi-

tiveness and growth. 

They stressed that key 

components of this 

strategy involve 

strengthening produc-

tivity, including by 

enhancing contestabil-

ity in the nontradable 

sector, and addressing 

the cost side of com-

petitiveness through 

policies that foster 

wage moderation. 

Directors encouraged 

the authorities to ad-

dress labor market 

rigidities more fully.  

(...) Concern was ex-

Directors agreed that 

improving produc-

tivity growth and 

closing the external 

competitiveness gap 

are critical to address 

Portugal’s economic 

problems, and noted 

the important steps 

being taken to address 

these challenges. (...) 

and the authorities 

should build on the 

recent public admin-

istration reforms and 

the implementation of 

the EU Services Di-

rective. Directors wel-

comed the recent 

agreement on reform-

ing labor relations, 

though the envisaged 

higher rate of social 

security contribu-

tions on fixed-term 
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this area will depend 

on sustaining ongoing 

reform efforts in a 

range of areas. Steps 

will be needed to im-

prove general educa-

tion and vocational 

training, and to en-

courage R&D. (...) 

the authorities should 

make further efforts 

to strengthen com-

petition, including 

through implementing 

the government's pri-

vatization program 

and facilitating mar-

ket entry and exit. 

Directors (...) saw 

scope for further steps 

to address Portugal's 

restrictive employ-

ment dismissal re-

strictions. 

measures to reduce 

the time required to 

open a new business, 

while noting that re-

ducing delays in the 

legal system and ac-

celerating the pro-

cess of granting li-

censes and permits 

should remain a 

high priority. Direc-

tors stressed the need 

to enhance competi-

tion in key sectors 

like telecommunica-

tions and transpor-

tation, where rela-

tively high costs un-

dermine competitive-

ness. 

Directors called on 

the authorities to pur-

sue additional steps 

to raise labor mar-

ket flexibility and 

improve the respon-

siveness of wages to 

productivity and 

skill differentials. 

(...)  

tinued efforts to en-

hance competition, 

especially in key net-

work sectors. Efforts 

to upgrade the educa-

tional system should 

also remain a priority. 

While welcoming re-

cent changes to the 

unemployment com-

pensation system, Di-

rectors encouraged the 

authorities to pursue 

more fundamental 

labor market reform. 

(...) Against this back-

drop, Directors rec-

ommended measures 

to increase labor mar-

ket flexibility, includ-

ing changes in col-

lective bargaining pro-

visions to allow great-

er responsiveness to 

individual firm con-

ditions, with a view to 

raising productivity, 

promoting wage mod-

eration, and strength-

ening the economy's 

overall competitive 

position. 

pressed about the au-

thorities' recent deci-

sion to sharply in-

crease the minimum 

wage. 

Directors noted that 

strengthening ongo-

ing product and ser-

vice market reform 
could help support re-

form in general by 

boosting competitive-

ness and consumer 

welfare. They wel-

comed the important 

progress in enhancing 

the business enviro-

nment and increasing 

competition in the 

energy sector, while 

noting that much more 

remains to be done. In 

particular, Directors 

emphasized the need 

to enhance competition 

in network industries 

and some service sec-

tors, and to strengthen 

the judicial system. 

contracts should be 

reconsidered. Direc-

tors also stressed the 

need for greater 

competition in do-

mestic markets, in-

cluding by strengthen-

ing the efficiency of 

the judicial system to 

help improve the 

Competition Authori-

ty’s effectiveness and 

developing a roadmap 

for the end of regulat-

ed electricity prices. 



 11 PE 497.749 

Housing and 

financial 

markets 

(...) against the back-

drop of historically 

high private sector 

indebtedness and risk 

concentrations, espe-

cially to the real es-

tate sector, potential 

vulnerabilities re-

main. These require 

continued super-

visory vigilance. In  

particular, Directors 

underscored the need 

for careful monitoring 

of capital and provi-

sioning levels and for 

assessing financial 

institutions' resilience 

on the basis of regu-

lar stress tests.  (...) 

 Directors cautioned 

(...) about potential 

vulnerabilities aris-

ing from high 

household and cor-

porate debt and the 

concentration of 

loans across sectors 

and enterprises. 

They therefore wel-

comed the authorities' 

commitment to con-

tinue to monitor de-

velopments carefully, 

to intensify oversight 

of risk management 

practices, and to un-

dertake a Financial 

Sector Assessment 

Program this year. 

(...) 

(...) Continued vigi-

lance will be im-

portant in a context of 

relatively high levels 

of household and 

corporate debt, con-

centration of bank 

lending to the real 

estate sector and to a 

limited number of 

large corporates, and 

exposure of banks' 

employee pension 

schemes to the stock 

market. (...)  Directors 

cautioned that the (fi-

nancial) system's ca-

pacity to respond to 

shocks should be reas-

sessed periodically. 

(...) 

Directors welcomed 

the finding that the 

financial system is 

sound and well super-

vised, and that bank 

liquidity remains ade-

quate despite recent 

financial market dis-

turbances. They noted, 

however, that some 

risks have risen in 

light of these disturb-

ances, and advised 

continued vigilance 

by the supervisory 

authorities given the 

large foreign borrow-

ing by banks and the 

high indebtedness of 

the corporate and 

household sectors. (...) 

Directors observed 

that the financial sys-

tem remains sound and 

well supervised. 

(...)They recommend-

ed that some further 

enhancements to the 

financial stability 

framework could be 

considered, including 

further strengthening 

liquidity supervision 

and the deposit insur-

ance system, greater 

use of stress tests to 

ensure the adequacy of 

capital buffers, and 

speeding the imple-

mentation of the Basle 

II framework. 

 

Statistics 

(...) Directors encour-

aged the authorities to 

address remaining 

statistical shortcom-

ings expeditiously, 

including in the area 

of real sector data. 

(...) 
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