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Abstract

After a long period of economic divergence before 1914, the Portuguese economy recovered slightly until 1950, entering
thereafter on a path of strong economic convergence. This paper focuses on Portuguese economic growth in the period
1950-1973, in order to show how institutional decisions created an opportunity for integration with the developed
economies of Western Europe. Through emigration, trade, tourism and foreign investment, individuals and firms changed
their patterns of production and consumption, bringing about a structural transformation. Simultaneously, the increasing
complexity of a growing economy raised new technical and organizational challenges, stimulating the formation of
modern professional and management teams.
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Introduction

Reflecting on the reality of economic growth benefits from combining knowledge from the disciplines of Economics and
Management, and the historical knowledge accumulated in the disciplines associated with each one of them, economic
history and business history. From this perspective, the growth of the Portuguese economy in the period 1950-73
constitutes a privileged case study. On the one hand, because it represents a turning point in the Portuguese economy
towards economic convergence, raising important interdisciplinary problems. On the other hand, because it has been
the subject of different studies, more complete in the economic area, more unequal and dispersed in the management
area, which seem sufficiently documented to allow an attempt at synthesis.!

Section 2 presents the main characteristics of Western European economic growth in the period 1950-73 and how Portugal
fit into this context. Section 3 examines the institutional choices of the Portuguese government in the new post-war
international framework, and the first repercussions of these choices in Portugal. Section 4 highlights how entrepreneurs
from different backgrounds and training opened themselves to new markets and new experiences, translating these
challenges into business models and organizational changes, altering the Portuguese business structure. Section 5
demonstrates how, as a result of internal and external evolution, there was an increasing complexity of the economy
and society, stimulating the formation of professional teams and the birth of modern management in Portugal. Section
6 concludes with an evaluation of the Portuguese experience during the period under study.

Portugal Within the European Context

The period 1950-73 was characterized by widespread economic prosperity. A few years after the immediate post-war
period, of institutional reorganization and economic reconstruction, Western Europe experienced an era of unprecedented
economic growth, with virtually no recessionary interruption until the 1973 oil shock. The type of growth and the
institutional conditions favored a process of convergence of European economies, involving the economies of Southern
Europe, including Portugal.?

In the Portuguese case, it is not surprising that a poor, small economy, relatively far from the dynamic centers of the
international economy, would have difficulty growing rapidly without a favorable external environment. But external
opportunities alone were not enough to guarantee an adequate response from the Portuguese side. As we can see
in Table 1, between 1870 and 1913 the Portuguese economy experienced slow growth, losing ground relative to the
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advanced economies of Europe. In the period 1913-1950 it managed to reduce the gap, but the physical destruction
caused by two world wars, institutional ruptures and the Great Depression make this period less significant from this
point of view. It would be in the following period, between 1950 and 1973, that Portugal would register a vigorous
approach to the most advanced economies of Europe. Just as the period 1870-1913 deserves special attention because
it represents the consolidation of Portuguese backwardness in an international context of industrialization, the period
1950-1973 stands out in the opposite sense, representing the turning point towards convergent growth, in a perspective
of openness towards Western Europe.?

1820 1870 1913 1950 1973 2000
United Kingdom 1706 3190 | 4921 6939 12025 | 19817
France 1135 1876 | 3485 | 5271 13114 | 20808
Germany 1077 1839 | 3648 | 3881 11966 | 18596
WE12 Average 1245 2088 | 3688 | 5018 12156 | 19806
Portugal 923 975 | 1250 | 2086 7063 | 14022
Portugal / Average % 74 47 34 42 58 71

Table 1: Evolution of Gross Domestic Product Per Capita in Portugal 1820-2000

Notes: Gross Domestic Product per capita in 1990 international Geary-Khamis dollars. The Western European countries included in
the average (WE12) are Germany, Austria, Belgium, Denmark, Finland, France, Netherlands, Italy, Norway, United Kingdom, Sweden,
Switzerland. German estimates involve adjustments for border changes, with figures after 1946 relating to current borders.

Source: Angus Maddison, The World Economy: Historical Statistics (Paris: OECD, 2003), table 1c pp. 58-69.

Convergence theory points to economic lag as an opportunity for rapid growth, leveraging the experience of more
advanced countries to accelerate technological and organizational changes. However, growth potential requires the right
conditions to be recognized and exploited. One need only recall the Portuguese experience of the 19" century to show
that nothing is simple or automatic in the convergence process. The contrast between the protectionism of that era and
the opening and economic integration of Europe in the second half of the 20th century is well-known and highlights
an important difference. But this difference, in turn, raises the question of changing institutional decisions regarding
protectionism or integration, and leaves open the question of the incorporation of new technological and organizational
processes into the Portuguese economy and society. It becomes essential to identify the social capabilities that allow or
limit this incorporation. As Moses Abramovitz states:

“Countries that are technologically backward have a potential for generating growth more rapid than that of more
advanced countries, provided their social capabilities are sufficiently developed to allow successful exploitation of
technologies already employed by the technological leaders. The pace at which potential for catch-up is actually
realized in a particular period depends on factors limiting the diffusion of knowledge, the rate of structural change, the
accumulation of capital, and the expansion of demand. The process of catching up tends to be self-limiting, but the
strength of the tendency may be weakened or overcome, at least for limited periods, by advantages connected with the
convergence of production patterns as followers advance towards leaders or by an endogenous enlargement of social
capabilities.*”

We will see later how these issues, analyzed from a management perspective, help to understand the Portuguese
case. Considering the long period between 1923 and 1989, we can observe in Table 2 the exceptional character of the
years between 1950 and 1973, with a growth in GDP per capita at an average annual rate of 3.84 percent, significantly
higher than the rates of 2.12 and 2.14 recorded before and after. Using a Levine-Renelt model to account for changes
in European growth of output per head, Nicholas Crafts and Gianni Toniolo demonstrate that this growth is essentially
explained by a process of technological recovery relative to the United States, and a strong investment in physical and
human capital. In the group of sixteen countries considered, the trend is markedly convergent, with the highest rates
being recorded in Greece, Spain, and Portugal, precisely the three poorest economies in 1950.°
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1923-38 1950-73 1973-89

Constant 2.01 2.01 2.01
Initial GDP/head -2.43 -2.49 -3.55
Investment/GDP 1.42 2.22 2.06
Secondary enrolment 0.16 0.68 0.79
Primary enrolment 1.90 1.99 1.79
Government/GDP -0.62 -0.87 -1.27
Forecast 2.44 3.54 1.83
Actual 2.12 3.84 2.14

Table 2: Factors of Economic Growth in Europe

Note: Factors tested by Crafts and Toniolo using a Levine-Renelt model to account for changes in European growth of output per
head.
Source: Nicholas Crafts and Gianni Toniolo, “Post-war growth: an overview” in Nicholas Crafts and Gianni Toniolo, eds., Economic

Growth in Europe Since 1945 (Cambridge: Cambridge University Press, 1996), table 1.11 p. 18.

The model confirms the importance of investment in primary and secondary education, and the opportunities for
convergence based on GDP per capita at the beginning of the period. Regarding the role of the State, some ambiguity
is noted: apparently, the level of State spending would have exceeded the optimal level, negatively impacting product
growth; conversely, the positive results in primary and secondary education were largely due to the commitment of
European states to the development of the education system.

As we can see in Table 3, the model fits the Portuguese case well. Investment, represented by gross fixed capital
formation as a percentage of gross domestic product, rose from 12 percent in 1950 to 31 percent in 1973. Regarding
human capital, Portugal remained far from the European average but registered a notable progress. The educational
lag remains visible across generations and required a sustained effort over time to be overcome. The 1981 census
still revealed the existence of a 21 percent illiteracy rate among the resident population over 14 years of age, with a
significant difference of 15 percent among men and 25 percent among women. This was mainly due to high illiteracy
rates among older generations. A more detailed analysis shows that the age groups born in the 1940s reduced the
illiteracy rate to less than 5 percent: while those born in 1936-40 registered 13 percent for men and 24 percent for
women, the generation born ten years later had lowered it to 3 and 4 percent respectively.® It was the first generation
of Portuguese people in which almost everyone went to school, practically without gender distinction.

The data also shows that change was not limited to primary school. Observing the number of students completing the
various levels of education, we find that between 1950 and 1973 it rose from 60,000 to 182,000 in primary education,
increased very significantly in all cycles of secondary and technical education, and in higher education it went from 1,300
to 4,800 graduates per year.” As we shall see later, the technical education component played a special role in the
development of companies on a broad basis, while engineering and economics courses had a great impact on the
organizational aspects of economic groups and state institutions. In terms of the model, these factors justify the
convergence of the Portuguese economy with the advanced economies of Western Europe.

Indicators 1950 1960 1970 1973
Investment/GDP 11.8 21.2 25.2 30.9
Conclusion of degrees:

Higher education 1.3 2.1 3.6 4.8
Secondary 3™. cycle 7 7 13 19
Secondary 2™. cycle 5 8 23 27
Secondary 1°. cycle 9 26 63 89
Primary school 60 172 165 182

Table 3: Factors of Economic Growth in Portugal
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Note: Conclusions of educational degrees in thousands.

Sources: Values calculated from the series of gross fixed capital formation and gross domestic product at market prices in Séries Longas
para a Economia Portuguesa Pds II Guerra Mundial. Volume I: Séries Estatisticas (Lisbon: Banco de Portugal, 1997); conclusions of
educational degrees in Nuno Valério, ed., Estatisticas Histdricas Portuguesas (Lisbon: Instituto Nacional de Estatistica, 2001), vol. II,
table 5M.1 pp. 465-6.

In its clarity and simplicity, the model has great explanatory power, but it leaves out factors of paramount importance
in our understanding of economic reality. It incorporates only domestic indicators, excluding the institutional factors
that establish the framework for the functioning of the international economy. Similarly, it becomes difficult to integrate
factors such as trade, tourism, emigration, and foreign investment, which have been of great importance to Portuguese
economic growth.

Regarding the international context, we have an indirect but suggestive element of its importance: the actual growth
achieved is lower than predicted by the model in the period 1923-38 and higher in the two subsequent periods. The
most likely explanation lies in the alteration of the international order. The system of international trade existing in 1913
was destroyed by the First World War. Globally, and despite the attempts made, it was not truly recovered until the end
of the Second World War. It is therefore not surprising that the growth observed in 1923-38 fell short of what would
have been expected from the investments made. On the other hand, efficiency gains due to a favorable international
environment allowed for better-than-expected results in the second half of the 20th century.

Considering the combined perspectives of economics and management as contributions to explaining Portuguese
economic growth, paying special attention to the processes of technological and organizational incorporation, Figure 1
brings together a set of factors in an integrated scheme. We start from Dani Rodrick’s interpretation of economic growth
— suggestively titled “all of growth economics in one page” — which presents geography as an exogenous factor, trade
and institutions as partially exogenous, and factor endowments and productivity as endogenous factors, resulting in
income.

Income
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Figure 1: Economic Growth According to Rodrik, Adapted

Adapted from Dani Rodrik, “Introduction: What Do We Learn from Country Narratives?” in Dani Rodrik, ed., In Search of
Prosperity: Analytic Narratives on Economic Growth (Princeton: Princeton University Press, 2003), p. 5.

Adapting this to the Portuguese case, we placed tourism, foreign investment, and emigration, along with trade, as
relevant factors in the connection to the international economy. We added companies to introduce a management
perspective, and highlighted the education system within the set of institutions, whose importance was evidenced by the
Levine-Renelt model. Furthermore, considering the reality of a rapidly changing, underdeveloped economy, we propose
to emphasize the role, in companies and institutions, of cutting-edge professional teams—designated with the symbol
e —capable of transforming graduates from schools with strong theoretical training into experienced managers. In an
economy where know-how is a very scarce commodity, the places and agents of best practices deserve special attention.

Let's begin with geography. Permanent geographical data define fundamental characteristics of a country, placing
limits on human action. However, geographical factors are susceptible to new interpretations, are subject to changes
in intensity and meaning, and do not dispense with the thoughtful and determined action of political and business
agents. Post-war Europe made evident the geostrategic changes caused by the war, altering perspectives, limitations,
and opportunities. This leads to a link between geography and institutions that helps explain facts that are difficult to
understand from a different perspective.
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On the map of Europe, Portugal appears as a peripheral country, far from the dynamic centers of scientific creation
and economic progress. But if we broaden the perspective to both sides of the Atlantic, Portuguese territory marks
a privileged space for connecting continents, in maritime and air routes. In geostrategic terms, this space would
guarantee Portugal’s entry into the North Atlantic Treaty Organization (NATO), in an evolution that, from the Portuguese
side, presented itself as an update of the old Anglo-Portuguese alliance. In economic terms, it gave visibility to Lisbon,
its port and airport, and opened up possibilities for development that would be realized in projects such as the Lisnave
shipyard for naval repair, and later the Sines oil complex.

1950 1960 1970 1973
Exports of merchandise 10.67 10.70 12.93 13.27
Imports 15.48 17.94 21.88 22.17
Travel and tourism: credit 0.68 1.05 4.18 5.08
Travel and tourism: debit 0.26 0.50 1.56 1.95
Private transfers: credit 2.91 3.64 7.15 8.29
Private transfers: debit 0.45 0.42 0.26 0.32

Table 4: Foreign Trade, Tourism and Remittances in the Portuguese Economy

Note: Values are expressed as a percentage of GDP.
Source: Values calculated from the series in Séries Longas para a Economia Portuguesa Pos II Guerra Mundial. Volume I: Séries
Estatisticas (Lisbon: Banco de Portugal, 1997).

During a period marked by the importance of road and air connections, Portugal became closer to the European core
in terms of travel time. In the context of rising incomes, the consolidation of the welfare state, and paid holidays in
industrialized countries, new opportunities opened up in the tourism sector, for example, highlighting to the North
countries the sun and beaches of the South. But also in agriculture, the difference in soil and climate could be exploited
in complementary products, as would happen with exports of tomato concentrate. In other areas with an export tradition,
such as wines and cork, the new market conditions allowed for more ambitious projects, such as the reconversion of
Corticeira Amorim or the launch of Mateus Rosé. In this context, it is worth underlining the fact that a wine brand
transformed the Mediterranean image, with its negative connotation of backwardness, to its advantage, using the image
of the Mateus manor house to mark the identity and tradition of Mateus Rosé.® The Mediterranean characteristics, not very
conducive to creating conditions for autonomous industrialization, could finally be used effectively in a complementary
perspective to the economies of northern Europe.

Table 4 shows several indicators that demonstrate the increasing weight of integration factors. Bearing in mind that
these indicators represent percentages of a rapidly growing product, when comparing the relative stability prior to 1960
with the rapid subsequent increase, we have a first indication of the dynamic effect of the accession to the European
Free Trade Association (EFTA) carried out in that year.’ Between 1960 and 1973, Portuguese exports of goods and
services grew at an average annual rate of 11.2 percent.?’Regarding merchandise exports, it is important to notice
the change in their composition, with the weight of manufactured products rising from 49.8 to 67.3 percent, and an
increasingly European orientation to the detriment of the colonies, which fell from 25.6 to 14.8 percent.!! This evolution
represented the exploitation of new market conditions resulting from the opening and industrial reorganization of
advanced economies, with a component of offshoring. In Sweden, for example, the textile and footwear sectors lost
jobs, while imports of these products increased and Swedish companies invested abroad.? Meanwhile, in Portugal, there
was a growing number of companies in the textile, clothing and footwear, ceramics or metalworking, paper, wood and
cork sectors, developing the capacity to place their products in the most demanding markets of industrial economies.

Tourism took on a new significance in the Portuguese economy. It should be noted that while the Portuguese have
increased their spending on travel and tourism abroad, spending by foreign tourists in Portugal contributed to a
positive balance of payments. As for private transfers—essentially remittances from emigrants—already evident in
1950, registered a large increase, especially in the 1960s and up until the oil shock of 1973. Together, revenues from
merchandise exports, travel and tourism, and private transfers, which represented 14.26 percent in 1950, rose to 26.64
percent of Portugal’s gross domestic product in 1973. It is also important to mention foreign direct investment, whose
estimates, starting from lower values in the early 1950s, point to approximately 0.6 percent of GDP in 1973.1* However,
the significance of foreign investment was not limited to its financial expression, extending to the transfer of technology,
business models, and management practices.*

Emigration was an extraordinary driver of change. As we can see sketched in Table 5, the intensity of post-war emigration,
especially in the 1960s, reduced the agricultural workforce in absolute numbers. Taking the male agricultural workforce
as a benchmark, more reliable when comparing censuses, we find that their number in 1960 was higher than in 1890.
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It was in the following decade that, significantly, emigration would first shift the relationship between land and labor
in favor of labor. Strictly speaking, Portuguese urban centers also contributed to this change; however, in an economy
whose factor endowment was not very favorable to the creation of industrial employment, it was emigration that would
cause the disruption of traditional rural/urban relations.

Census ActAgrM ActAgrF NAgrM NAgrF EmigM+F
1890 1054 482 555 439 189
1900 1127 380 599 351 269
1911 1108 334 740 363 364
1930 1073 164 751 529 325
1940 1203 221 940 411 109
1950 1285 239 1187 486 90
1960 1293 106 1420 497 363
1970 788 178 1475 620 1000
1981 446 260 2098 1044 514

Table 5: Active Population and Emigration

Notes: Male (M) and female (F) active population in agriculture (ActivAgr) and other activities (NAgr) at the time of respective census;
total emigration (EmigM+F) accumulated over the previous ten years, including the census year. Data in thousands.

Sources: Ana Bela Nunes, “A evolucdo da estrutura, por sexos, da populacdo activa em Portugal — um indicador do crescimento
economico (1890-1981)" Analise Social XXVI (1991), annex II-A pp. 720-1; statistics of emigration compiled from Joaquim da Costa
Leite, “Portugal and Emigration, 1855-1914" (New York: Ph. D. Dissertation, Columbia University, 1994), tables A.1 and A.2, pp. 6102;
José Luis Garcia, ed., Portugal Migrante (Oeiras: Celta Ed., 2000), tables A.6 and A.7, pp. 134-7; Antdnio Barreto, ed., A Situacdo
Social em Portugal 1960-1995 (3rd. reed. Lisbon: Instituto de Ciéncias Sociais, 1997), table 1.22 p. 72.

It is important to note that, unlike previous periods marked by transatlantic emigration, Portuguese emigration was
almost exclusively within Europe. Geographical proximity and land access had significant consequences, ranging from
unprecedented opportunities for illegal emigration—which even surpassed legal emigration—to emigrants’ holiday trips,
the cultural repercussions of demographic and political models, and the imitation of consumption patterns in industrial
Europe. Never before the 1960s had Portuguese emigrant communities been so close to their native lands, exerting an
extraordinary power of demonstration that subverted established hierarchies.

Note that all integration factors — emigration, trade, tourism, and foreign investment — exploited the wage differential
in one way or another, with emigration representing the movement of workers from the South to better-paid jobs in the
North, while the remaining factors increased the supply of jobs in Southern countries. It is worth remembering this aspect
without overestimating it: the wage difference constitutes an element of opportunity, but it requires the combination
of other factors—motivation, flexibility, entrepreneurial skills, appropriate technologies, market knowledge—to produce
results.

From a historical perspective, we can say that the economies of Southern Europe were, for the first time, effectively close
to a major center of economic growth, which functioned in relation to the rest of Western Europe within a system of
great openness, creating diverse opportunities across a broad economic front. However, this historical perspective also
reminds us that the contradictions inherent in the processes of economic growth can give rise to protectionist reactions,
and the opportunities created require appropriate responses to be fully exploited. Institutional choices become essential
in pointing the way forward.

Institutional Decisions

In a short-term political analysis, the most surprising institutional decision was Portugal’s participation as a founding
member of the European Free Trade Association (EFTA). The convention signed in Stockholm on January 4, 1960,
associated Portugal with the United Kingdom, Austria, Switzerland, Denmark, Sweden, and Norway. In Portugal, Antonio
de Oliveira Salazar had turned 70; he had entered the government as Minister of Finance in 1928, risen to President of
the Council of Ministers in 1932, and ruled Portugal as a dictator. How can one understand that a seemingly all-powerful
dictator, with a rural background, a defender of a self-sufficient imperial nation, censored and politically controlled,
would agree to the integration of the Portuguese metropolitan market into an open space dominated by industrial
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economies and democratic societies?

This issue presents the classic problem of modernization and development: finding within the “old house” the agents
and points of support to build the “new house.” However, the problem becomes especially acute in the Portuguese
case, where the continuity of an old dictatorship makes the reality of change particularly paradoxical. In other words,
the nature of the political regime and its ideological foundations hinder the understanding of the changes implemented
before 1974. To overcome this difficulty, it is necessary to set aside preconceived ideas about political struggle and take
essential facts as a reference point.

First of all, it is important to note that power in Portugal rested on an informal coalition of interest groups and ideological
groups, which Salazar had worked to unite in a conservative political alliance, and over which he exercised the ultimate
arbiter authority. Monarchists and republicans, Catholics and atheists, agrarianists and industrialists, and during the war
also Anglophiles and Germanophiles, found themselves side by side in supporting the regime. The regime’s harshness
towards all those who opposed it is not contradictory to the careful flexibility in arbitrating interests among its supporters.
Thus, internal and external events altered the balance of power between various factions, without altering the essence
of the regime, maintaining a line of continuity that conveyed security to its supporters.

Secondly, Salazar contrasted order with what he considered the permanent risk of sliding into financial, economic, and
social chaos. This obsession with order gave rise to the misconception of attributing to Salazar an intransigent refusal
of change. In reality, Salazar’s essential concern was to manage change in an orderly, politically controlled manner.
For example, on the industrial question, his distrust of market forces and fear of the rural uprooting of the new urban
masses translated into industrial conditioning. Industrialization was recognized as necessary—from the beginning there
were industrialists supporting Salazar, starting with Alfredo da Silva, the most important of all— but it should be pursued
without disrupting the traditional equilibria of Portuguese society.!¢ It is not difficult to recognize that this formulation,
in addition to corresponding to the rural matrix of Salazar’s thought, had the added advantage of reinforcing his arbitral
power.

Thirdly, contrary to his own repeated assertions about the sacrifices of governing, Salazar’s political trajectory shows
an extraordinary attachment to the exercise of power, which he never relinquished. This implied a certain capacity
for compromise, for yielding in order to remain. Note that the notion of arbitral power, the will to control change, and
the desire to remain in power are consistent with each other, both logically and politically. Only the colonial question
revealed Salazar’s inflexibility, and it was through this that the regime, incapable of reform, would end in a revolution.
In other respects, however, the changes made reached unsuspected dimensions in a regime whose leader declared
himself a countryman and had defined the Portuguese political system in opposition to liberalism, parliamentarism, and
democracy.

In foreign policy, Salazar recognized the need for an alliance founded on centuries of history. The link with the United
Kingdom had originated in the 14th century to guarantee Portugal’s independence against the hegemonic ambitions of
Castile. Later, the reality of a colonial power unable to secure its territories necessitated an alliance with the maritime
power, reinforcing the objectives of the initial alliance. Despite fluctuations and nuances, the Anglo-Portuguese Alliance
was never questioned by Salazar, who managed neutrality with an understanding of Portuguese vulnerability in economic
and military terms. Meanwhile, the United States entered as a decisive element of the international system, and Salazar
incorporated the evidence of American power. The transfer of leadership was already taking shape before the Second
World War, becoming clear during the conflict. Let’s look at some indicators, simple but objective.

In financial terms, Portugal followed the pound in 1931 when the gold standard was abandoned. But even then, and
until 1933, the dollar served as a reference against the possibility of excessive devaluation of the pound, such that if the
pound fell below 3.32 dollars, the Portuguese currency—the escudo—would cease to follow the pound and instead follow
the dollar. In 1939, the dollar once again became the counterpoint to the pound, until a payments agreement between
Great Britain and the United States fixed the exchange rate between the currencies (1 pound = 4 dollars), allowing the
exchange rate between the escudo and the pound to be fixed in 1940 (1 pound = 100 escudos), consequently fixing the
exchange rate between the escudo and the dollar (1 dollar = 25 escudos).”

Strategically, it is worth noting the letter that President Roosevelt wrote to Salazar on July 8, 1941, recognizing
Portuguese sovereignty in the Azores and its colonies, which, under the circumstances of the time—the United States still
maintained neutrality—implied a manifestation of interest in these territories.*® This interest was not without tensions,
forcing Portugal to pay more attention to American foreign policy, a fact that would gain strength in the following years.
The agreement, granting facilities in the port of Horta and at the Lajes base in the Azores, dated August 17, 1943, was
concluded with Great Britain under the old alliance, but in practice also benefited the Americans, who were assuming
an increasingly important role. For example, on July 24, 1944, the British ambassador conveyed to the Portuguese
government his government’s recognition for authorizing the establishment of an American squadron at the Lajes base.
However, the Americans sought to obtain their own concession at Santa Maria airport, which would be enshrined in an
agreement on November 28, 1944, through direct negotiation between the governments of Portugal and the United
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States.?® In terms similar to Portugal’s supply of foodstu s, industrial raw materials and fuels, initially discussed with
the British, increasingly came to be negotiated with the Americans.?® The transfer of Atlantic leadership was underway.

The speeches about the international situation in which Salazar acknowledged the growing American influence did not
stem from abstract scenarios, they were rather based on the increasing experience of contacts and tough negotiations.
This also means that, in addition to the head of the regime, there was an elite of political figures, from public administration
to the business worl, knowledgeable about the evolution, involved and attentive to what the future might bring.

Table 6 summarizes Portugal’s links to international institutions, forming a coherent whole with diverse components,
ranging from multilateral economic opening within the OEEC to NATO’s military commitment, trade integration in EFTA,
and the external convertibility of the escudo under the terms of the World Bank.?! In all these steps, the strategic
framework and the desire not to leave Portugal isolated always weighed heavily. Furthermore, the regime’s capacity
to negotiate with democracies was an asset against internal opposition. And the notion that European integration was
necessary to promote economic growth and maintain political stability gained traction.?

Organization Observations Date
British Alliance, Lajes Air Base: ceded to the British, also Anglo-Portuguese Agreement
evolving used by Americans August 17, 1943.
Santa Maria Air Base: ceded directly to the Portuguese-American
Americans Agreement Nov. 28, 1944.
OEEC * Organization of European countries within The Marshall Plan was
the framework of the so-called Marshall announced June 5, 1947.
Plan. Precursor to the OECD (1960). OEEC established in 1948.
NATO * Military pact for security and mutual Pact signed in

assistance in the North Atlantic area, led by | Washington on April 4, 1949
the United States.
EPU * Established a multilateral system for Founded September 1950.
settling payments and granting credits
among member countries.

UN First candidacy in 1946 with support from Admitted 14 December 1955.
the United States, France, and the United
Kingdom. Vetoed by the Soviet Union.
EFTA* A customs union, without political Treaty of Stockholm signed 4
commitments, between the United January 1960.

Kingdom, Austria, Switzerland, Denmark,
Sweden, Norway and Portugal.

BIRD External convertibility of the escudo on Accession ratified by

IMF January 7, 1959, as a guarantee prior to Portugal on November 21,
accession. 1960

GATT Association for the liberalization and Candidate application in
multilateralization of international trade. 1960.
Founded on October 30, 1947. Approved in 1962.

EEC (Agreement) | The UK's application for membership leads | Free trade agreement with
to negotiations of agreements with EFTA Portugal came into effect in
countries. 1973.

Table 6: Portuguese Participation in International Organizations

* Portugal, founding member.

Sources: Jodo César das Neves and Francisco Azevedo e Silva, Antdnio Manuel Pinto Barbosa: uma biografia econémica (Lisbon:
Verbo, 1999), pp. 125-6 (BIRD and IMF); Fernando Rosas and J. M. Branddo de Brito, eds., Dicionario de Histdria do Estado Novo
(Lisbon: Circulo de Leitores, 1996), s. v. “Acordo Geral sobre Pautas Aduaneiras e o Comércio / GATT”; “Associacdo Europeia de
Comércio Livre / EFTA”; “Comunidade Econdmica Europeia”; “Organizacdo das Nagbes Unidas”; “Organizacdo de Cooperacdo e
Desenvolvimento Econémicos”; “Organizacdo do Tratado do Atlantico Norte”; “Unido Europeia de Pagamentos”.

Viewed from this perspective, the country’s opening to international organizations appears to be the result of a logical
chain of decisions, without the paradoxical character apparent in accession to EFTA. These were not natural decisions,
insofar as they were generally taken with difficulty, sometimes reluctantly, depending on the situations and the people
involved. It is no secret, for example, that Salazar knew and admired the British, while he distrusted the Americans
and decidedly disliked them. George Kennan, one of the most brilliant American diplomats, embassy counselor and
later chargé d'affaires in Lisbon during the war, even wrote that Salazar feared the Americans almost as much as the
communists.?® Nevertheless, the dictator acknowledged the strength of the Americans and the existence of common
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interests in the Atlantic and in Europe. The Cold War would confirm the alliance’s interest, but previous events already
pointed to a convergence of interests.

All historical experience showed that Portugal would not survive in isolation. The war had added to the feeling of
economic and military vulnerability, and after the war the threat of communism in a devastated Europe demanded
concerted action. Furthermore, Spain’s diplomatic isolation served as a warning. The low profile of the Portuguese
dictatorship, which unlike the Spanish one had not required all the blood and clamor of a civil war, in turn facilitated the
international acceptance of the Portuguese regime. Thus, faced with each decision, with varying degrees of conviction,
the response ended up being affirmative. It wouldn’t be natural, but the chain of decisions had the logic of a reality
without a credible alternative.?*

The new institutional framework resulting from these decisions would imply greater complexity and flexibility in the
functioning of state institutions, opening up new opportunities with hew demands on technical staff and businesses.
Furthermore, the decisions affected the various political factions and economic sectors differentffly, gradually altering
traditional equilibria and, consequently, the composition of the regime, the economy, and society.

In European history, the Marshall Plan is best known for its financial aid during a period of physical destruction caused
by war, with an imminent risk of economic and social collapse. American dollars helped Europe restore a functioning
market economy, and American supplies and political will helped stabilize democratic institutions.

But the Marshall Plan contained a diverse and complex aid program that represented an opportunity for modernization
for a country like Portugal. The program placed high demands on technical and bureaucratic qualifications, while also
offering a set of organizational, technical, and human resources that could be used in areas such as material equipment
and technological cooperation. It is also worth noting that the American financing required the recipient country to
deposit equivalent amounts into a fund that could then be used for development projects. Some of these programs
would remain in operation even after the Marshall Plan itself had ended.®

Portugal participated from the beginning in the negotiations of the American aid program for European reconstruction,
within the Organization of European Economic Cooperation (OEEC), but initially opted out of using US dollars. When
the deterioration of the balance of payments forced the government to rethink its initial position in the summer of
1948, the secretary of the embassy in Paris, Rui Teixeira Guerra, Portugal’s representative to the OEEC, conveyed to the
government the need to “adapt national structures to derive the greatest possible benefit from the Plan, responding
to the demands for information and behavior that were being asked of us.”?¢ In October of that year, he again warned
from Paris of the importance of the long-term program and the annual program being presented in a timely manner,
“well organized and sufficiently explained,” without which the chances of success would be considerably diminished;
he also stressed the need for technical qualification and the willingness to defend the proposed programs, referring to
the “intense questioning” to which the representatives of Denmark and England, as well as the other OEEC countries,
had been subjected.?” Consequently, in Portugal the Comissdo Técnica de Cooperacao Econémica Europeia (CTCEE)
or Technical Commission for European Economic Cooperation was created in August 1948, operating alongside the
National Institute of Statistics; in March 1949, the Fundo de Fomento Nacional (FFN) or National Development Fund,
was established.?®

A simple episode, recalled by Jacinto Nunes, illustrates one of the lesser-known consequences of the Marshall Plan.
In 1949, Jacinto Nunes, a young assistant recently graduated from the Instituto Superior de Ciéncias Econdmicas e
Financeiras (ISCEF), integrated the mission charged with presenting the plan for the Portuguese economy to the OEEC
in Paris, within the framework of Marshall Aid. ° The plan had been drawn up under the guidance of Aradjo Correia and
was presented by the head of mission, Fernando Emygdio da Silva. At the end of the session, he wanted to know the
meaning of the expression “net product” used by one of the participants, observing: “When I return to Portugal I will
speak to Dr. Salazar and tell him that we have to learn to speak the language of these people, otherwise there is no
point in coming here.” At the time, Jacinto Nunes was one of the few people qualified to answer that specific question,
adding that in Portugal there were already people who spoke of such things.3®

Indeed, the curricular reform of ISCEF courses, as set out in the regulations published on October 17, 1949, incorporated
the new macroeconomic concepts.3! Jacinto Nunes himself would speak about national income in a lecture at the ISCEF
Academic Association on May 12, 1950, which would be published that year in a 15-page pamphlet. 32

Also in that year, Law No. 2045 established the continuation of the work of the National Institute of Statistics to
determine the estimate of national income. The first official estimate would be published in the Journal of Sessions of
the Corporative Chamber dated December 6, 1951; classified as provisional, it consisted of the modest alignment, in a
single statistical table, of ten figures for the years 1938 and 1947-50.3 The estimate would be immediately commented
on by Armando Castro in an article in the Revista de Economia.**

Without intending to establish priorities in this matter—there were certainly precursors in the conceptual discussion—it
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is important to note not only the broadening of their knowledge to a greater number of students and professionals, but
above all the fact that the demands of the Marshall Plan were oriented towards applied knowledge, duly supported by
statistical data. Theoretical concepts gained meaning in practical application.® It is worth recalling here the notion of
“social capabilities” to note that the success of taking advantage of the Marshall Plan depended to a large extent on
the people, institutions, and companies that already existed and were prepared to embrace the opportunities offered.
Once the minimum level of initial preparation was reached, these people, institutions, and companies could receive a
remarkable boost, because the program was structured with financial aid, organizational capacity, and political will.
These were significant factors in Portugal in the mid-20th century.

The experience gained within the OEEC had repercussions on economic planning in Portugal. There was some
prior experience, for example, in the investment program under the Economic Reconstruction Law. But Ezequiel de
Campos complained, in an opinion dated December 3, 1951, that he had been urging for years, without result, for the
implementation of a five-year development plan. Marshall Aid made it necessary to confront the problem of investment
programming head-on from a medium-term perspective. The plan presented in Paris at the aforementioned 1949
meeting, and the previous long-term plan, had been drawn up by the engineer Aratjo Correia, a graduate of Imperial
College, London; since 1929 he had been an administrator of Caixa Geral de Depésitos, a banking institution that had
been used by the government as an instrument of its economic policy.3® Despite the shortcomings of the time, particularly
with regard to statistical information, the planning demands of the OEEC placed the issue on the political agenda, thus
forcing new developments. In the subsequent publication of the outlines of the long-term plan in book form, the author
took the opportunity to discuss the issue, stating that it was a mistake to imagine that economic planning was exclusive
to socialist or socializing regimes: “This idea forgets the very essence of modern economics.””

“He considers it easy to make a list of investments, but economic planning was much more than that: Economic
programs are serious problems. They require a vast amount of data to be studied and considered, both in the physical
realm, analyzing resources susceptible to material development, and in the human realm, considering excesses or
deficiencies in the consumption of the populations concerned. They also presuppose knowledge of the conditions of
external markets likely to consume exportable products and supply those whose production is not permitted by internal
circumstances.®’

In other words, planning required a better understanding of the country and its international partners. The difference
between Ezequiel de Campos’s old ambition and Aradjo Correia’s new recommendation was that, finally, the country
possessed a minimum of material and human resources, enhanced by considerable political pressure, to translate ideas
into results. There is no exclusive causal relationship between the Marshall Plan and Portuguese development plans, but
there is a clear link in experiences, organizational capacities, and political will converging in time and place.

The new demands opened up opportunities for advancement for young graduates from the most prestigious higher
education institutions. Graduates from the law faculties of Coimbra and Lisbon were joined in these circumstances by
engineers from the Instituto Superior Técnico (IST), and gradually also by economists from the Instituto Superior de
Ciéncias Econdmicas e Financeiras (ISCEF). Engineers had structured careers and social prestige, which gave them
access to the highest positions in companies and public administration. The creation of the Order of Engineers in 1936
and the prominence of political figures such as Duarte Pacheco and Ferreira Dias gave expression to the weight of
engineers in Portuguese life.*®

Economists began a process of professional affirmation sometime later, marked by the aforementioned ISCEF curricular
reform; the first graduates completed the course in 1954. Meanwhile, the Faculty of Economics of the University of Porto
(FEP) had been created in 1953, fulfilling a long-standing demand of the city but also representing the recognition of the
new disciplinary concept and the new demands of the Portuguese economy. With the significant change in their training
and professional performance, economists themselves had difficulty finding a suitable designation, initially being called
commercialists, then technical economists, and only later identifying themselves as economists. The social perception
of the change was slow, so the National Union of Commercialists tried in vain to obtain recognition from the Ministry of
Corporations as the Order of Economists.*

However, there were clear signs of progress, both in individual careers and in terms of professional identity. Pinto
Barbosa, a full professor at ISCEF and the main protagonist of the 1949 reform, was called to the government, first
as Undersecretary of State for the Treasury on August 5, 1950, and then as Minister of Finance on July 8, 1955.%
Economists gained confidence and status, advancing in public institutions and private companies.® By the end of the
decade it was possible to speak of a professional identity conferred by specific university training, with a differentiated
intervention relative to lawyers and engineers.*?

The Portuguese economy was becoming more complex, requiring the diversification of technical and professional skills.
Developed Markets and Business Change

The work Quem é Alguém (Who's Who), published in 1947, portrays a provincial Portuguese elite with little direct
knowledge of foreign countries, for whom a simple trip to Spain was a significant event in their biography.* It is true that
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some Portuguese traveled, there was some experience of participating in international events and professional contacts,
but there seemed to be little connection between this experience and the regular business activity. Participation in
international events, for example, often seemed primarily aimed at marking a presence, more for diplomatic reasons
than for a desire stemming from commercial or industrial strategies. The situation would change significantly in the
following decades.

Let's take the example of Corticeira Amorim. In the 1930s, Amorim & Irmao Lda. exported cork to several countries,
without the owners of the business traveling to contact their foreign clients. Correspondence with agents seemed
sufficient, but under these circumstances, knowledge of the markets was necessarily limited, filtered by intermediaries,
keeping the company within a narrow production perspective. The contrast becomes evident with the situation in the
1950s, when Américo Amorim, in charge of the foreign sector, began traveling the world promoting sales, accompanying
clients, creating commercial relationships strengthened by ties of friendship, and gaining from his travels not only a
better understanding of the sector but also learning about contextual relationships that allowed him to be more flexible
and leverage business opportunities.* In the words of Américo Amorim:

“Studying is a precious asset, but contact with the world, with the diversity of continents, the analysis of countries, of
the cultures of peoples, the experience of their values and customs, is an enrichment for any entrepreneur. No university
can substitute for it.*”

Later, when Corticeira Amorim began to implement a vertical integration plan conceived in 1962, it worked towards
internationalization, based on direct access to foreign markets, in the area of contacts and distribution networks.
Production capacity was enhanced by the market knowledge acquired by Américo Amorim.#

For Portuguese economic agents, it was becoming increasingly easy to learn through direct contact with advanced
companies and economies. Travel, and its incorporation into business activities, marks the biographies of entrepreneurs
and company monographs. It is worth giving a few more examples to illustrate, on the one hand, the diversity of
learning methods, and on the other, the expansion of international contacts to various industrial levels, from economic
groups to small and medium-sized enterprises.

Jorge de Mello, future leader of the CUF industrial group, in his youth traveled on the ships of the Sociedade Geral — one
of the family’s companies — at his father’s behest to enjoy his vacation time.* The biography of Anténio Champalimaud,
Jorge de Mello’s brother-in-law and business rival, also points to frequent travel as a formative element of his knowledge
and ambition.* In a more modest industrial context, we may recall the case of Anibal Henriques Abrantes, partner in the
firm Aires Roque & Irmao, a manufacturer of glass moulds, who made several trips a year from the time of the Second
World War and throughout the 1950s; traveling by car, he visited the large department stores in European cities, and
the novelties he brought back were at the origin of the plastic mould industry in Portugal. In the 1960s, the commercial
agent Tony Jongenelen, a Dutch Jew linked to Anibal Abrantes by an exclusive export contract, agreed to facilitate his
commercial contacts in the United States for Henrique Neto, a young designer at Anibal Abrantes’ company; In the
seventies, Henrique Neto, along with Joaquim Menezes, would found Iberomoldes.* In the footwear industry, visits to
French and Italian factories in 1962 convinced José Francisco Leite to radically alter production methods, building a
new factory. Other industrialists would have learned similar lessons from the same trip, organized by the employers’
association, which would later promote participation in international trade fairs.>*

The reorganization of sectors, or technological renewal, was increasingly done with reference to cutting-edge foreign
models. In an early example, the engineer. Antdnio Marques da Paixdo and Victor Manuel Amaro dos Santos Gallo, from
the Commission for the Study of the Reorganization of the Glass Industry, undertook a working trip to France, Belgium,
Holland, and Switzerland in 1948.5% In the beer industry, the Companhia Unido Fabril Portuguesa sent technical staff
for internships in breweries in the 1960s prior to the renovation of production processes.>* At Metalurgia Casal, the
production of engines and motorized vehicles, and the pioneering initiative of an apprentice school, directly benefited
from the travels of Jodo Francisco do Casal, starting in 1953.>* In wood agglomerates, the reconversion of Novopan
in 1971 involved, among other aspects, the internship of engineer Fernando Carvalho in foreign companies.>® As for
large projects such as the steel industry and Lisnave, they did not dispense with foreign consultants, partnerships with
companies, and internships to prepare staff and specialized personnel. In the case of the steel industry, for example, a
group of trainees was sent to Germany for about two years, from 1958 to 1960, as part of a general plan to launch the
new venture.>®

While the examples are not surprising in the case of large companies, for which we assume the existence of vast
resources, we should note, nevertheless, the demonstration of will and know-how. But the examples also include many
small and medium-sized enterprises, both in exporting and import substitution, where the capacity to learn from more
advanced companies and to establish international contacts would not be at all evident. The example of footwear also
recalls the role of employers’ associations and state bodies such as the Export Promotion Fund, which contributed to
extending the experience of travel to sectors and entrepreneurs where the modest resources would hardly allow for
individual initiative. Similarly, it is important to highlight the trend towards the institutionalization of procedures of
contact through regular participation in international trade fairs, and later the organization of fairs in Portugal.>”
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Taking advantage of opportunities identified abroad or through contacts with foreigners in Portugal required a great
effort to adapt to new standards of demand. This effort had to be exercised on a broad front, from the modernization
of work processes in the production sector, to meeting delivery deadlines, to the regularity of correspondence and
accounting, not forgetting the ability to maintain contacts in foreign languages. In a simple example, a footwear
manufacturer heard an English client tell him that his product “died because of the packaging,” and this comment, never
heard from Portuguese clients, forced him to seek a solution that was not available on the Portuguese market.® As
long as the Portuguese did not value product presentation, suppliers of cardboard, wood, glass, and plastic packaging
would have no incentive to develop higher-quality products. Significantly, the Export Promotion Fund organized the first
Portuguese packaging exhibition in 1961.°

In the example of footwear, the issue raised by packaging could be extended to other aspects such as raw materials,
lasts and heels, accessories like buckles and buttons, or the renewal of models for seasonal collections, which initially
were acquired in Spain and Italy before being produced in Portugal with the required quality. From this, one can
understand the demonstration effect that the export sector exerted on complementary industries, in what would later
be known as the formation of “clusters” in the footwear, furniture, and other sectors, including services such as tourism.

Contact with more demanding customers, higher turnover, and the faster pace of production and marketing processes
created greater complexity, leading to a demand for management solutions. This was evident in export sectors, where
close contact with customers in a highly competitive environment required constant attention and adaptability. But it
was also increasingly evident in sectors geared towards the domestic market: in some cases, such as the production
of light motorcycles, import substitution required the incorporation of processes established abroad; in other cases,
urbanization and the increased purchasing power of the Portuguese population altered consumption patterns and
provided new opportunities, as in detergents and beverages.

In this context, it is important to highlight the availability of a growing number of secondary school students, and
especially those in vocational training, graduated from a wide network of schools. Their practical orientation allowed
them to respond to new demands, implementing organizational changes both in the factory floor and in the office of
companies. But it should not be forgotten that the proximity of a commercial or industrial school was important not only
for the students, but also for the access to teachers that was thus facilitated.

When Metalurgia Casal tried to develop a complete project for the manufacture of a scooter with an engine entirely
manufactured by Casal, starting in 1966, the company secured the hiring of a technical team initially composed of
German engineers supervised by Eng. Robert Erich Zipprich, former director of BMW and Ziindapp, who assumed the
Technical Direction. Of the 1805 workers hired between 1964 and 1974, 3.4 percent were illiterate; 64.5 percent had
completed the third or fourth year of primary school; 6.1 percent had completed preparatory school; 21.7 percent had
completed technical degrees and high school; and 2.4 percent had completed intermediate courses or higher education.
The importance of the positions held by secondary school students is easily understood, particularly those trained, as in
the example of Casal, at the Aveiro Industrial and Commercial School. It was at this same school that Jodo Francisco do
Casal, owner of Metalurgia Casal, recruited masters for the apprentice school created in 1965 to ensure the professional
training of his workers—some of whom would later leave for other companies—according to the German model he had
learned about during his travels.5

In the office, I recall a simple example of how the application of a timely invoicing process allowed for an increase in
capital resources available for investment, collecting money scattered among clients.5! This is an area that awaits further
research, and studies on the history of accounting, for example, focus primarily on the theoretical and legal framework
aspects of the profession, making it difficult to assess the organizational and management consequences for companies.
However, if we remember the artisanal origins of many companies, primitively organized around a production objective,
we have an idea of the efficiency gains that would result from the introduction of the simplest office procedures, from
the regularity of correspondence and accounting records to contact with banks, the use of special credits, subsidies, and
tax exemptions. Note that business courses provided training in typing, accounting, business correspondence in French
and English, in addition to introductory notions in new areas such as advertising. Meanwhile, the number of typewriters,
calculators, and telephones available to these graduates increased, making their work methods more efficient and
profitable.

The suggested changes were within reach of small and medium-sized enterprises, following from the evolution of
business. However, in the case of medium and large-sized companies, the changes could be accelerated by new legal
frameworks. For example, the Tax Code of 1963 allowed taxation to be based on the actual profits documented in
organized accounting, instead of the “normal profits” assumed by tax collectors.®? This constituted a huge incentive for
the hiring of accountants—among whom were many economists—and for the standardization of accounting processes,
with gradual repercussions in other areas such as financial planning and feasibility studies of investment projects. Given
the evidence of results, managers incorporated the accounting and financial component into their business models.

In some companies with large turnover volumes or high calculation requirements, computers began to be introduced.
The early sixties seem to have been a turning point in this evolution. We have information about an IBM 650 computer
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acquired in 1960 for the Calculus Center of the Cavado Hydroelectric Plant.®* Banco Pinto de Magalhdes acquired an NCR
Elliott 803 B in 1961, which the National Cash Register Company of Portugal announced as “the first installation of an
electronic computer, with magnetic tape, in the Iberian Peninsula and in the banking industry”.* Banco Espirito Santo
acquired a Univac 1004 computer.®®> In insurance, manual processing was replaced by typewriter centers, examples
of which existed in 1961, with a first reference to a computer at the Douro company in 1963, and a new Gamma 10
computer under contract with Bull-General Electric in 1965.% The CUF Data Processing Center was also created in the
early sixties with two NCR 315 electronic computers, initially serving the group’s companies, evolving a few years later
to became the company Norma-Teledata.®’

Naturally, there were changes that did not wait for the introduction of computers.® In the case of Siderurgia Nacional,
for example, successive calculations for the various financing possibilities were carried out in 1956 by Antdnio Alves
Caetano, an economist who had graduated from ISCEF the previous year; but the work was done outside of working
hours, starting after dinner and continuing into the night, so as not to suffer any disturbance, such was the concentration
required by working with a Monroe electric calculator.®® This example illustrates how the new computers not only allowed
calculations to be done more quickly, but also altered working conditions, allowing savings in time and money, and
bringing new perspectives. It was possible to experiment in a timely manner with different alternatives and compare
results. In the study for the construction of the Alto Rabagao dam, the solution adopted resulted from the twenty-second
iteration; without the computer, the time consumed in the calculations would probably have led to the adoption of the
third or fourth iteration; regardless of the advantage in the safety of the calculations performed with the computer,
the solution adopted allowed a saving of concrete, which, although less than 10 percent, would by itself pay for the
computer and all the costs of the calculation center for a long time.”®

Employment statistics in January 1969 show that there were 85 companies in Portugal with more than a thousand
workers, 64 of which were in industrial sectors.”? We can take this data as a starting point to highlight two aspects
related to the problem of the size of Portuguese companies: on the one hand, it implied the recognition by capitalists
and entrepreneurs of the need to reach a size that would allow for economies of scale, based on modern technological
processes; and on the other hand, the recognition by the government of the economic and technological advantages
of large companies. Even though it was conducted under a dictatorship, this dual process could not be presented as a
natural evolution. Established interests, traditional mentalities, and concerns about political equilibria caused various
forms of resistance. It suffices to recall Ferreira Dias’ appeal in 1944 in the proposed law for industrial development and
reorganization, aimed at “concentrating, modernizing, and providing a scientific basis for industry.””2 And to recall, from
a business perspective, where the scenario of European integration was already being taken into account, the positions
taken in 1958 by Antonio Champalimaud and the representative of the CUF group in the Parecer (expert opinion) of
the Corporative Chamber on the Second Development Plan.”

The issue had been raised by Ferreira Dias in relation to the qualifications of Portuguese professionals, with an emphasis
on engineers. In a 1944 article published in the magazine Técnica of the Student Association of the Instituto Superior
Técnico, he referred to recent proposals for industrial development and electrification and their impact on the structure
and functioning of companies:

“In the field of electricity, the 1942 statistics on Electrical Installations registers 57 engineers working for energy
producing and distributing entities; it is not hard to believe that within 8 years this number will reach one hundred. By
that time, the power of our power plants will have tripled, several thousand kilometers of highvoltage lines will have
been built, there will be several hundred more transformer stations and their respective networks; and many of the
amateurs who today manage, without much understanding of what they are doing, most of the existing small and
medium-sized installations, will have been replaced by professionals: engineers, conductors, electricians.” ™

Ferreira Dias expected that the situation across the industry would evolve in the same direction, “perhaps with greater
intensity.” The data on the business structure from the following decades corroborate Ferreira Dias’s expectations, as
shown in Table 7. There is no complete compatibility between the various sources and the presentation of the data,
starting with the fact that figures for 1957-59 refer to the Mainland alone. The difficulties in collecting information
are compounded by the volatile nature of the creation and closure of companies—particularly reflected in the lower
segment— but the significant reduction in industrial companies with ten or fewer employees and the increase in
companies above that threshold become evident. Industrial companies with more than a thousand employees rose from
40 in 1959 to 79 in 1971.
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Size 1957-59 * 1969 1971

1-5 56045 27503 36015
6-10 7216 5658 5382
11-20 3774 3904 5276
21-100 3475 4193 5371
101 -1000 977 1109 1529
1000 + 40 64 79

Total 71527 42431 53652

Table 7: Structure of Industrial Companies According to the Number of Workers

* Mainland

Note: The table includes companies from the extractive industries, manufacturing, construction, electricity and gas.

Sources: Instituto Nacional de Estatistica, O Inquérito Industrial de 1957-1959: Volume Geral (Lisbon, 1962); Maria Helena Pessoa
Lopes, Estrutura Empresarial Portuguesa (Lisbon: Gabinete de Planeamento do Ministério das CorporagGes e Previdéncia Social,
1971); Instituto Nacional de Estatistica, Recenseamento Industrial 1972 (Lisbon, 1977)

The prospect of technological modernization suggested by the high rate of gross fixed capital formation, mentioned
earlier, finds qualitative and quantitative confirmation in development plans and sectoral studies, as well as in the large
increase in the average value of capital of industrial companies.” With regard to employment, industrial surveys record
an increase in jobs on the mainland, rising from 696,000 in 1957-59 to 902,000 in 1971. However, the increase occurred
exclusively in companies with six or more employees, with an additional 247,000 jobs, while there was a decrease of
about 41,000 in smaller companies; consequently, these saw their share of employment decrease from 16 to 8 percent.
Thus, we have an increase in the average size of companies both in terms of employment and capital, and in most
industrial sectors, invested capital increased very rapidly, resulting in a significant increase in capital per worker.

Looking beyond industry, the 1969 statistical data allow us to identify other sectors with well-sized companies. Considering
only companies with more than a thousand employees, it recorded one in the fishing sector, five in commerce, four in
the banking sector, eight in transport, one in communications, another in services, and one company with unspecified
activity. Practically all of these large companies from the various sectors, and many other smaller ones, had in the
meantime been integrated into diversified economic groups, generally well-structured, and with a strategic perspective.

The new economic groups—developed from older business groups—represented new realities in which the banking
system played a fundamental role in terms of financing and organization. Given the scarcity of capital and the practical
ineffectiveness of the stock exchange for financing industrial projects, companies grew primarily by reinvesting their
own profits. This factor would continue to be important, but the post-war period brought a new element: banks captured
most of the extraordinary increase in Portuguese savings, both inside and outside Portugal—considering remittances
from emigrants—thus creating an increased investment opportunity.”® This connection, however, required the removal
of legal and organizational barriers, disrupted existing equilibria, and challenged traditional business concepts. It was
not an easy task, but the opportunities were too evident to be ignored.

An example illustrates the change in. Banco Espirito Santo routinely stated in its annual reports the assistance provided
to the Portuguese economy, particularly in foreign trade, while maintaining a classic commercial banking stance. For
example, the report for 1947 clarified: “...our Bank continued, during the past year, to extend the broadest possible support
to all operations presented to it, provided that, being of interest to the national economy, they were characteristically
commercial.””” This attitude conveyed an image of discernment and safety inherent in the concept of banking, anchored
in legal restrictions. Although the Espirito Santo family had investments in other areas, particularly in industrial projects,
these investments were kept separate, outside the bank’s securities portfolio.

A decade later, the perspective had changed. The 1958 report pointed to the “greater economic enrichment of the
country with the consequent rise in the population’s standard of living...” It highlighted the “extensive collaboration”
provided by the bank “in various forms"” to the implementation of the First Development Plan (1953-58) and promised a
commitment to the implementation of the Second Development Plan (195964).7 The following year’s report registered
the change:

“In the past financial year, we provided even greater support to economic activities, not only through the distribution of
credit, as the balance sheet figures show, but also by participating in the issuance of shares and bonds carried out in
accordance with the Development Plan.”

“Thus, the Bank provided dedicated collaboration for the continuation of economic development, helping to create new
sources of wealth and expand existing ones, thereby improving the country’s adaptation to its position as a member of
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the European Free Trade Association and to the prevailing economic climate in the Europe of tomorrow.”

“In the plan drawn up by the Government, the Banco Nacional de Fomento (National Development Bank) was foreseen
and was founded this year, with the objective of facilitating, in the Metropolis and Overseas territories, new investments
of private initiative, namely through the granting of medium- and long-term credit, in operations which, due to their
duration and nature, fall outside the scope of the normal activity of commercial banks. We gladly participated in its
formation as founding shareholders.””

The report also underlined the strengthening of the State’s securities portfolio and the publication of Decree-Law No.
42,641, which facilitated, among other aspects, the involvement of banks in financing beyond the short term.8 In this
change of conception and business orientation, the State had the strategic role of planning investments, regulating
economic activities, and arbitrating conflicts between groups. It should also be noted that the State had significant
financial capacity due to its own resources plus social security funds; it also held the power of initiative in the creation

of public or mixed companies, and the mechanisms of industrial conditioning.

Group Companies Banking Insurance
0, 0,
CUF 112 10.60% 22%
Banco Totta e Agores grupo ISU
. 15.10% 11.40%
Espirito Santo 20
P B. Espirito Santo & Com. Tranquilidade
Lisboa
. 14.40% 12.90%
Champalimaud 14
P Banco Pinto & Sotto Mayor Mundial-Confianga
0, 0,
BPA 70 13.2A0/o o 1.8.0/0
Banco Portugués do Atlantico Ourique
4% 1.50%
Borges 40
g Banco Borges & Irméo Atlas
0, 0,
BNU 29 1.1.80A> ' .3.7.0A>
Banco Nacional Ultramarino Fidelidade
0 0
Burnay 29 5% 1.60% '
Banco Fonsecas & Burnay Seg. Industrial
Total 300 74.10 % 54.90 %

Table 8: Portuguese Economic Groups ca. 1974

Notes: Main Portuguese economic groups, indicating the number of companies, banks and insurance companies, and their respective
share of the market; table without date, the text refers to April 1974.

Source: Américo Ramos dos Santos, “Abertura e bloqueamento da economia portuguesa” in Anténio Reis, ed., Portugal Contemporaneo,
vol. V (Lisbon: Publicagbes Alfa, 1990), p. 119.

Naturally, the changes that facilitated the participation of banks in industrial projects also made banks more attractive to
industrial groups seeking expansion. In 1958, during the discussion in the Corporative Chamber of the proposal for the
Second Development Plan, Anténio Champalimaud advocated Portugal’s accession to “a free trade zone” and outlined
several problems, including the issue of financing. It was clear to him that the projected National Development Bank
would not have sufficient investment capacity and its funds would be channeled into the “politically supported, basic
industries”.8* Regardless of the support he could obtain from the State, Anténio Champalimaud was attentive to the
financing needs and the volume of business that the group’s companies channeled to banks and insurance companies.
Thus, after insisting for years with José Espirito Santo to buy the insurance company Unido, he turned to the company
A Confianga, eventually acquiring, in an unexpected turn of events in 1960, the Banco Pinto & Sotto Mayor, and through
the bank, the insurance company.®

The convergence of banks and industrial companies created diversified economic groups with complex organizations
and a new, broader, more ambitious, and cosmopolitan perspective. In a conservative assessment, the seven groups
represented in Table 8 comprised 300 companies, held more than 70 percent of the commercial portfolio of Portuguese
banks, and a share of more than 50 percent of the insurance market. These economic groups grew vigorously within
the strategic framework of development plans, closely related to the development of the domestic market and colonial
opportunities, but increasingly open to international business and partnerships.® Among them all, the CUF group stood
out, which one estimate places among the 150 largest economic groups worldwide, the largest in the Iberian Peninsula.®

Complexity and Management
In 1960, when inaugurating the First Cycle of Conferences on Productivity in Lisbon, Louis Salleron emphasized that the
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century of organization had begun, using the English expression “"managerial revolution” to underline the meaning of
the change.® In 1953, the decree creating the Faculty of Economics of the University of Porto (FEP) pointed to the same
trend, assigning to the new faculty the task of training “not only competent technicians, but also an elite of economists
capable of occupying, through their scientific preparation, the positions of highest responsibility in vast and complex
organizations.”® In reality, the changes observed in the Portuguese economy demanded management solutions, and the
period under study recorded significant progress.

Portuguese capitalists and entrepreneurs had some organizational experience dating back at least to the late 19th
century. There were some large companies in the form of public limited companies, there were known experiences of
separating ownership and management, and companies with factories in different locations.®” It seems, however, that
these were limited experiences, based mainly on the technical direction of production, and on the control of accounting
and correspondence by a minimally organized office.® The statutes of the companies corroborate this perspective by
assigning directors essentially day-to-day management functions.® There was room for some pioneering cases, but the
management demands would not go much beyond the established framework, even in the restricted universe of the
largest companies.®

After the Second World War, and especially from 1960 onwards, the opening up of external markets and the maturation
of the domestic market created new situations and new demands. In the mid-sixties, business management seemed to
be, like many other aspects of Portuguese life, in a phase of transition. In 1965, about half of the industrial elite had
an authoritarian conception of their role—"giving orders” (32 percent) and “inspecting company activities” (19 percent)
were tasks prioritized by 51 percent of respondents—while the other half gave greater importance to tasks such as
“studying projects and budgets and making long-term plans” (15 percent); “establishing standards and guidelines” (17
percent); obtaining internal and external information (8 percent); “confirming or correcting decisions made by others”
(8 percent); and “solving personnel problems” (1 percent). In conclusion, about half of the managers had a modern
attitude in managing their companies.®! It was no coincidence that 48 percent of this elite had higher education.

Beyond management attitudes, concrete situations increasingly demanded greater openness and technical expertise.
We have already seen how commercial and production functions have become more complex, resulting in significant
organizational advances in factory and office operations, across a wide range of small and medium sized enterprises
linked to the external market or in more dynamic sectors of the domestic market. In general, we can highlight a trend
for management, initially focused on production, to become increasingly market-oriented, with a closer connection to
customers.

Advertising appears as a privileged element in this connection, in turn stimulating the development of the advertising
sector. Starting with the use of posters, print media, and radio, advertising gained a new medium in television from
1957 onwards. The expansion of the market, new products, and more advertisers brought prosperity to the sector,
which developed new concepts. There were examples, at least since the 1920s, of advertisements targeting specific
consumer groups—the so-called target audience segmentation—but the advertisements were generally conceived as
isolated pieces, lacking creativity. In the post-war period, advertisements began to be conceived as integral parts of a
campaign, promoting airline services or launching products such as milk powders, razor blades, soaps, margarines ...*

Multinational companies played a fundamental role in this evolution, both as advertisers and advertising professionals,
introducing products and concepts from more developed markets to the Portuguese market. Unilever stands out with
its soaps, detergents, and margarines—considering its collaboration with Jerénimo Martins—and with the advertising
agency J. Thibaud et Compagnie, later Lintas, which in practice functioned as a sort of school for Portuguese advertisers.
The most innovative companies used the opportunities offered by the sector’s maturation not only to make their products
known and assert their market presence, but also to establish new consumption patterns and new consumer attitudes.
Companies learned to pay attention to consumers, and advertising became a management tool of strategic importance.

Increased purchasing power made washing machines, televisions, and automobiles accessible to more people.
Furthermore, the modernization of production, distribution, and consumption circuits incorporated traditionally local
supply chains into modern sectors, from baking bread to acquiring household linens, or practices such as shaving and
washing clothes. Some of these habits remained within the domestic sphere, but they began to use products from
the modern sector of the economy, such as household appliances, detergents, and razor blades. In terms of food, the
Portuguese reached an acceptable level of satisfaction of caloric needs, stabilizing consumption of basic foods such as
cereals and potatoes, and increasing their consumption of sugar, meat, and beer.** In this aspect, the stimulus given
to modern sectors of the food industry is also noticeable, namely in the raising of poultry, sugar refining, the brewing
sector, and margarine production, sectors also characterized by greater use of advertising and greater development of
management.

The brewing sector offers a good example. With its trademark registered in 1927 by the Companhia Unidao Fabril
Portuense, Super Bock only appeared in its first advertisements in 1967, immediately beginning a systematic advertising
campaign. Initially presented as a beer for connoisseurs, it was positioned above the competition two years later with
the slogan: “It costs more, but tastes better.” The situations depicted in the advertisements identified Super Bock
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with people from a higher social segment. The campaign sought to gain customers in a well-defined sector and was
accompanied by the design of new packaging and the expansion of the distribution network. In a country marked by
the production and consumption of wine, with a traditional, cautious attitude towards spending, Super Bock challenged
consumers, boldly targetting people “for whom cost doesn’t matter.”>

The banking sector offers another example. Banco Espirito Santo, which initially based its communication policy on the
principle that “the best advertising was not advertising at all,” radically changed its approach following a trip by José
Maria Espirito Santo to the United States in 1965. It then began advertising to promote its institutional image, launch
new products, and broaden its range of potential customers.®® A 1967 advertising campaign leaflet showed a smartly-
dressed woman, who “in today’s world... occupies an increasingly important position. ... She knows the problems of life.
She knows how to dress as she knows how to live. She knows how to choose as she knows how to win.”” This type of
advertising entered the realm of attitudes and behavior, from a perspective of social change.

Traveler's checks and personal credit were also characteristic of the new times, adapted to a period of increased
consumer expectations and travels abroad. The 1965 promotional leaflet for personal credit showed a smiling family
laden with packages at the end of their shopping trip. The success of the campaign forced an increase in the ceiling of
80,000 contos [conto=thousand escudos] set aside for these operations in November 1965 to 200,000 contos six months
later.?® These and other campaigns, such as that of Super Bock, were statements of distinction and purchasing power,
which clashed with the traditional customs of a poor country, where discretion was a habitual form of behavior to avoid
the envy of peers. But the impact exerted on consumers was reflected in the internal organization of companies, where
attention dedicated to customers reinforced the commercial component and modernized management perspectives.

Within the more restricted context of large companies and economic groups, we notice a clear trend towards the
professionalization of management, the creation of teams of managers as informal schools of leadership, and the
learning of strategic planning. These changes can be illustrated by Jorge de Mello’s arrival in a position of responsibility
at CUF in the 1940s.*° Aware of the new opportunities in post-war Europe, one of his first actions was the renewal of
the technical cadres:

;;Up to this point, the most responsible positions had been filled by my grandfather, based on relationships of trust
stemming from his personal experience and his talent for selecting high-quality, dedicated individuals. I didn't have
enough time to follow the same path, nor was CUF the company my grandfather had developed over many years; it was
now a complex company, covering various sectors and requiring professional management. Therefore, both my brother
and I realized that it would be necessary to select new personnel based on merit, on the ability they had demonstrated
in their training processes. It was in the universities, especially in the schools of engineering and economics, that we
would find the technical personnel for the renewal. This was probably the most appealing responsibility I assumed in
those postwar years, and it lasted until the end of the 1960s.1%0”

In Jorge de Mello’s assessment, this selection of “competent and capable individuals” stimulated the group’s growth—
the ambition of the young technicians translated into launching new projects in which they could excel and gain
positions—and allowed for the training of professionals capable of working with international consultants.

“Both my brother and I always maintained the objective of promoting the participation of those who stood out most
in specialization courses abroad, especially in management courses in the United States and France. This yielded an
indirect benefit that was also important. These highly trained professionals became quality interlocutors for international
consultants, whom it was pointless to hire if our companies didn't have people who could work with them. In this
respect, CUF was also innovative, as it not only regularly used international consultants, but also had people within its
companies capable of understanding and using the recommendations of these international experts, who helped us
make comparisons with what the best companies worldwide were doing.1%*”

Indeed, the CUF group, which had already reached a large size and complexity in its universe of companies under
the leadership of Alfredo da Silva, seems to have continued to lead organizational evolution. From the point of view
of this summary, I point out the association with large foreign companies; the elaboration in 1962 of an investment
plan including, in addition to self-financing, medium and long-term loans in the financial markets of France, Germany
and the United States; the use of the consulting firm McKinsey, which began working, from its London office, on the
restructuring of the group in 1966; the practice of sending executives abroad, many of whom attended postgraduate
courses at top schools, including London Business School, INSEAD and Harvard Business School.!%?

We find similar examples in other economic groups. The collaboration of international consulting firms in Portugal had
been stimulated within the framework of programs included in the Marshall Plan.* Contacts with foreign companies
became frequent, and the new economic groups learned to develop businesses in partnership with multinationals.
Regarding postgraduate learning abroad, we find individual references, such as those of the CUF executives mentioned
above, or Belmiro de Azevedo, who attended the Program for Management Development at Harvard Business School
for 14 weeks in 1973.1%* These were not isolated cases: American statistics record the presence, in small numbers but
continuously, of Portuguese students — apparently in postgraduate courses — in American business schools since the
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1950s.1%

All managers of large companies, and politicians in government positions, needed qualified technical support. The
Portuguese economy and society had become more complex, and Portuguese universities were producing a growing
number of graduates with a modern orientation. At this point, it is important to stress the role of the new professional
teams. Business leaders know, and economists acknowledge, that university graduates don't leave the university ready
to immediately apply their knowledge. Practical activities depend on tacit knowledge acquired through experience. In
Classical Greece, Aristotle explained that everything we have to learn to do, we learn by doing.1% Along the same lines,
Robert Lucas elaborates in modern terms:

" Most productivity-related ideas are far from high science and are transmitted among practitioners, with little or nothing
published. Civil engineers learn basic facts and principles in school, but the only way to learn how a modern skyscraper
or an interstate highway is built is to work for a construction company and learn from those who are doing it.1””

The first managers faced with unfamiliar demands could improvise and experiment, but the nature of organizations
required regular processes and continuity over time. Increasingly, problems arose in public institutions and companies
that demanded an organized—even if not formalized—procedure for transferring experience and incorporating new,
highly trained personnel.

Thus, it is not surprising that there are increasing references to services, offices, or departments in companies and
public institutions where, initially, qualified individuals worked who then pursued careers in various organizations. Some
of those offices, and certain companies within an economic group, gained prestige, and their teams deserve to be
distinguished as informal training grounds for professionals and future leaders. Depending on the areas of activity, such
teams would involve individuals with different backgrounds.%® Those who performed well saw their merit recognized,
becoming part of a network of personal contacts that could bear fruit throughout their professional lives. From an
individual point of view, admission to those teams represented the opportunity to learn best practices and be ranked
among the best.'® From the organizations’ point of view, the teams trained personnel capable of better managing
existing units and expanding the organization itself.

Within the CUF group, in addition to the aforementioned general policy of hiring young graduates, the formative
role of Empresa Geral de Fomento, the group’s holding and strategic planning company, stood out.!® For Antdnio
Champalimaud, it was also essential to have qualified personnel to manage his businesses and prepare business projects;
when the opportunity to acquire Banco Pinto & Sotto Mayor unexpectedly arose, Champalimaud hesitated because he
did not know any experienced banker to whom he could entrust its management.!! His authoritarian leadership style
was perhaps more impulsive and less systematic than other leaders of the time; he liked to work in small teams, but he
had great executives in his companies, and he would proudly state: “My cement and steel companies were true schools
for executives. In the steel industry, we had the most spectacular group of technicians the country had ever known.”1?

A somewhat later but very illustrative example is that of Novopan, a wood panel manufacturer, which had fallen into the
hands of Banco Pinto de Magalhaes when its owner handed over 50 percent of its capital to the bank as payment. From
the perspective of Belmiro de Azevedo, then managing director of Sonae appointed by Pinto de Magalhaes, Novopan
was a pile of scrap and lacked management, but it had synergies with Sonae and was worth restructuring. In 1971,
Sonae acquired the remaining 50 percent of the capital, and Novopan underwent a restructuring and development
program, which included the entry into Novopan of Manuel de Azevedo—Belmiro’s brother and a technical executive at
Efacec —together with the collaboration of executives who already worked with Belmiro de Azevedo, and the internship
of engineer Fernando Carvalho in foreign companies.

Thus, a management team was created, bringing to the company what it lacked — technological and organizational
modernization—yielding results far beyond the restructuring of Novopan. In the words of engineer Fernando Carvalho:

“Novopan became a school. All the subsequent relevant executives of Sonae- Industria started at Novopan. After me
came Jaime Teixeira, Alberto Teixeira, Carlos Bianchi de Aguiar, and Maria Manuel Bianchi de Aguiar. A spirit of contact
with world leaders, or at least European leaders, was created there. It gave us the opportunity to learn and then, try to
do the same back home. Those companies where I did my internships are now ours.t3”

In the public sector, there were also informal schools for the professional integration of young graduates. The Instituto
Nacional de Investigacao Industrial (INII), National Institute for Industrial Research, deserves mention, particularly for
its connection to business issues. INII was born from the Marshall Plan and has carried out various dissemination, training
and research activities, including pioneering studies on the productivity of various industrial sectors.!** It employed
engineers and economists, and appears to have formed veritable teams through which passed executives who would
later pursue careers in private companies and the public sector, including government positions.!'> Decades later, the
co-authorship of a book on productivity would bring together five engineers— from different specialties, all graduates
of the Instituto Superior Técnico— who had worked in the INII Productivity Service in the late fifties and early sixties, a
time when they attended postgraduate courses in management at foreign schools: Carlos Corréa Gago and José Torres
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Campos at Woolwich Polytechnic, University of London; Eduardo Gomes Cardoso at IESTO—Institut d’Etudes Supérieurs
des Techniques d'Organisation, Paris; Luiz Moura Vicente at the Institute for Management Research, Delft University;
and Mario Cardoso dos Santos at INSEAD — Institut Européen d’Administration des Affaire, in Fontainebleau, France.!!6

The country had become more complex, and the modern discipline of management was increasingly necessary not
only to manage the complexity of the State and businesses, but also to identify opportunities and strategically plan the
process of sustained growth. What Peter Drucker had identified as an essential characteristic of a modern economy was
beginning to be applied in Portugal:

“Management explains why, for the first time in human history, we can employ large numbers of knowledgeable, skilled
people in productive work. No earlier society could do this. Indeed, no earlier society could support more than a handful
of such people. Until quite recently, no one knew how to put people with different skills and knowledge together to
achieve common goals.'*””

Conclusion

In the early seventies, many scholars and commentators pointed to Portugal’s social and economic backwardness. The
country’s relative modernization had the seemingly paradoxical effect of increasing awareness of this backwardness:
there were more people with the knowledge to compare international indicators, and with the ambition to want more.
But a difficult path had been traversed with extraordinary results, all the more remarkable as they were achieved in the
unlikely context of a dictatorship whose leader proclaimed as a reference his rural origins, his desire to govern habitually,
and his conviction that “a people, a country that has the courage to be poor, is invincible."*8

As one might expect, the major changes of the period between 1950 and 1973 involved many and diverse factors,
ranging from the institutional framework to how companies operate, from professional careers to consumer attitudes.
Is it possible to summarize and organize this diversity of factors into a conclusive assessment?

It is important to remember the essential notion that economic growth and social modernization are complex processes,
with solutions that differ depending on time and place. In other words, it is necessary to highlight the capacity for
adaptation to the opportunities characteristic of each historical period and the specific circumstances of each country, as
a precaution against simplistic ideas and easy solutions. For example, Portugal’s position in the context of the post-war
economic integration of Western Europe—a poor economy in a club of rich countries—is not comparable to its current
position in an enlarged Europe within a context of globalization. Without losing sight of these references, it is possible
to distinguish some essential aspects.

First and foremost, the economic growth of Western Europe stands out within a stable and open institutional framework.
Everything that was most dynamic in Portugal during that period had a European connection, from emigration to trade,
from tourism to foreign investment, from technological modernization to consumption habits.

The connection to the United States had a specific importance that should not be forgotten, but part of that influence
was exerted through Europe, and in relation to Europe: the Marshall Plan, NATO, investments by American companies,
arrived in Portugal within a European context without which they cannot be understood

It should also be noted that the type of economic growth during that period was particularly favorable to a Portuguese
response, not only because of its stability and openness, but also because of its technological, consumption, and
employment characteristics; this observation helps to explain the export success of Portuguese companies and the
adaptability of emigrants, without detracting from the merit and effort that should be recognized.

Secondly, the institutional decisions of the Portuguese government in the face of the international context, particularly
regarding the Marshall Plan, NATO, and European integration. The economic growth of Western Europe did not depend
on Portugal; but precisely because this growth occurred within an open institutional framework, the Portuguese had the
opportunity to participate, and it was up to the government to make the initial decisions. Despite some hesitations, the
decisions corresponded to the Euro-American opening, defining a framework favorable to growth and modernization.

Thirdly, the response of Portuguese economic agents should be noted. The aforementioned factors defined a context of
opportunities that companies and individuals were able to seize, despite the well-known limitations of physical and human
capital, seeking products, technologies, and jobs suited to their training and skills both within and outside Portugal. As
mentioned, the type of economic growth in Western Europe favored the interaction of needs and opportunities, but it
is necessary to acknowledge the willingness, the search for, and the capacity to adapt to more demanding markets in
Europe and the United States.

In most cases, this required new learning, the creation of new contacts and new business models, in situations that
made previous experience irrelevant. In exporting, for example, companies like Corticeira Amorim had to build closer
relationships with their clients in order to develop better products and expand their businesses, while sectors such as
furniture or footwear started their foreign client portfolios practically from scratch. Emigration saw a radical shift towards
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European destinations, requiring a whole new network of contacts, with new expectations and new work habits.

We can therefore say that the first two factors established a framework for action, while the third showed the willingness
of economic agents to seek opportunities within this more promising, but also more demanding, framework. Taken
together, these factors constitute a certain economic and institutional logic, which in turn helps to frame and explain
other drivers of change, such as geographic and occupational mobility, the education system, the formation of economic
groups, and new management practices.

The importance of emigration has already been mentioned in its various implications, but it is worth stressing its
significance as part of the broader process of geographical and occupational mobility. The 1950s represented the limited
return of migratory opportunities that had been closed off by the Great Depression and the Second World War, only to
manifest themselves strongly in the 1960s: in the Portuguese countryside, the number of male agricultural workers in
1960 exceeded that of 1930 by 220,000, before decreasing by 505,000 between 1960 and 1970; if we consider that in
the same decade the number of male workers in non-agricultural activities only increased by 55,000, we get a first idea
of the impact of emigration. Emigration, which involved men and women of all ages in the 1960s, likely included around
one million Portuguese people, allowed for the departure of workers with very low productivity in agricultural and craft
activities, stimulating a redistribution of labor on a scale that would have been completely impossible to achieve within
the limited scope of the Portuguese economy.

In this context, it is necessary to remember the forced military recruitment for the colonial war that began in 1961.
For about a decade, virtually all young men were torn from their families and homelands, reporting to the barracks
or fleeing abroad. Regardless of the political problem raised by the issue, there is no similar experience in Portuguese
history of the widespread uprooting of an entire generation of Portuguese people. The connection of this phenomenon
to geographical and occupational mobility is yet to be determined beyond general ideas, but it would not be absurd to
admit that traditional Portugal disappeared with this movement, even before acquiring visible expression in the statistics
of the rural population.

Regarding the education system, it is important to remember the virtually complete primary schooling from the 1950s
onwards, the development of secondary education with a strong technical component, and the expansion of university
education—tasks that, in Portuguese society, depended almost entirely on the State. The issue of technical education,
which, due to social discrimination, was controversial even among supporters of the regime, had the economic advantage
of offering training suited to the employment conditions of the time, as suggested by the various examples previously
examined.

Finally, from the business perspective, we can point out structural modernization, the formation of new economic
groups, and new management practices. The access of Portuguese companies to European markets and the entry of
multinationals into Portugal had a dynamic effect on expectations and production and consumption habits. Companies
have grown in size, modernized equipment and production methods, and improved factory and office organization.
Significantly, advertising has revealed not only an important part of the modernization of consumption, but also a set
of companies that freed themselves from a narrow production perspective, paying attention to new market trends.
The examples of the brewing and banking sectors are illustrative in this regard. Globally considered, the different
organizational aspects help to explain the increase in total factor productivity from 1960 onwards, in contrast to the
previous period.!®

This evolution highlights the new management capabilities, especially evident in companies integrated into economic
groups, which began to be managed as part of a whole, with a strategic sense. Considering in their investment
projects the guidelines provided by development plans, the economic groups achieved high investment rates, increasing
the complexity of their operations. Given the scarcity of human resources, the economic groups and some public
departments formed teams that functioned as informal schools for young talents with a university education; some
members of these teams had the opportunity to undertake internships or postgraduate courses in foreign companies
and universities, becoming qualified interlocutors for consulting firms and top companies in their areas of activity.

Observations regarding technical education and management teams adapting to the scarcity of qualified human
resources at different levels could perhaps be extended to the economy as a whole. In general, the impression remains
that, through the actions and decisions of the State, businesses, and individuals, it was possible to achieve much with
limited resources, partly because low productivity at the starting point allowed for significant progress, but also because
the flexibility of the workforce helped compensate for training gaps. High savings and investment rates confirm, from
another perspective, the willingness to take full advantage of the opportunities offered by a dynamic economy. Clearly,
some of the factors mentioned are characteristic of a transitional economy and are not reproducible in other situations,
but the events of that period represent a historical experience that we should not forget.

Up to this point, the essential objective of this synthesis has been to explain how, starting from unpromising initial

conditions, the Portuguese economy managed to accelerate convergence with the advanced economies of Europe
precisely during the period when those economies were growing most rapidly. We based this explanation on institutional
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choices, with emphasis on Western openness—American and European—and in this context, we sought to reveal the
economic and management processes that, at the level of individuals, companies, and public institutions, allowed the
incorporation of new attitudes and new methods in contact with the most advanced countries. The aim was to explain
how the country managed to secure the social capabilities mentioned by Abramovitz, to seize opportunities and shorten
the distance to the advanced economies.

This orientation may, however, have the unintended consequence of creating the feeling that everything was done well,
and on time. Thus, with convergence explained, a problem of another order remains, which is to ask whether it would
have been possible to do more, faster and better. It would suffice to note the higher growth rates of Spain and Greece
during this period to admit that the question deserves to be addressed in a separate study.'?° Within the scope of this
synthesis, it is not possible to do more than raise the issue and suggest three brief considerations.

First, it is worth recalling Salazar’s distrust of modernization in general, and of the United States in particular. We have
seen that such distrust did not prevent a cold analysis of the geopolitical realities that dictated accession to international
institutions such as the OEEC and NATO, but we may ask to what extent political regimes, like people, do not perform
worse, and later, the tasks undertaken with less conviction. If choices resulted from a deliberate modernization program,
wouldn’t there be, for example, more scholarship recipients abroad, more cooperation programs? Could not the opening
to foreign direct investment, realized in 1965, have been implemented in 19507 Regarding the aspect of lack of conviction,
quite apart from speculation, there are a few examples such as the fact that distrust of the Americans delayed the
country’s effective participation in Marshall aid programs by a year.!

Secondly, industrial conditioning. Studies have shown that the heavy bureaucratic burden of licensing processes and
political oversight acted as real brakes on initiative; excluded entrepreneurs—including some of the most successful
entrepreneurs after 1974 —have not spared criticism of the system; the participating groups themselves present
examples of projects that were blocked or redistributed through political apportionment.!?

And yet, before closing the matter, it is worth considering, without any ideological bias, the possibility that something
might weigh on the other side of the scale: would there be, in the guarantees granted to approved projects, an element
of rationalizing investment in an economy with little capital and reduced entrepreneurial spirit? The disincentive shown
by the departure of workers trained at the Casal Metallurgy apprentice school to other companies recalls the problem of
innovation costs in situations where private gains from investment in new activities are much lower than the gains for
society, potentially acting as a restriction on entrepreneurship.?

Finally, a comparison with Spain in sectors such as tourism, advertising, and even more clearly in management training.
Having initially been isolated due to the international repercussions of the civil war, Spain managed to recover ground
after the Madrid Agreements with the United States in 1953, and its accession to the OECD and the United Nations in
1955. Subsequent successes in foreign investment and management education were certainly facilitated by the larger
size of the Spanish market, but there was also in Spain a political will and organizational capacity that were not matched
in Portugal.®*

International collaboration—especially American—was taken advantage of in the development of management schools
such as the Instituto de Estudios Superiores de la Empresa (IESE), inaugurated in Barcelona in 1958; the Escuela
Superior de Administracion de Empresas (ESADE), founded in the same year, also in Barcelona; and the Instituto
Catolico de Administracién y Direccién de Empresas (ICADE) in Madrid, 1960.'% In this matter, it is possible that the
existence in Spain of some prior experience, specifically at the Universidade Comercial de Deusto, founded in 1916,
created the social capacity to acknowledge the external opportunity. In Portugal, on the contrary, there is information
that in 1965 the U. S. Embassy in Lisbon tried to generate interest in the creation of a higher education institution in the
field of management, without any consequence.!

And yet, despite the contradictions inherent in an economic growth process initiated from a backward economy, in
a conservative society subjected to a political dictatorship, we must register an extraordinary change that ultimately
rendered as obsolete the authoritarian regime that got it started.

Table 9 shows that the transition to a more complex society and economy was evident in different areas and indicators.
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Indicators 1950 1960 1970 1973
Resident population 8,510,240 8,889,392 8,663,252 8,629,600
GDP per capita 2,086 2,956 5,473 7,063
Agriculture % active pop. 48 42 32
Life exp. (M) 55.5 60.7 64.2
Life exp. (F) 60.5 66.4 70.8
Infant mort. rate 94.1 77.5 55.5
Births in health inst. % 18.4 37.5 *61.1
Piped water % housing 28.9 47.4
Electricity % housing 40.5 63.8
Telephones ** 114 301 542 675
TV sets ** 46 388 609
Automobiles ** 92 221 674 948

Table 9: Social and Economic Indicators

* 1975 ** Thousands

Sources: Antdnio Barreto, ed., A Situacdo Social em Portugal 1960-1995 (3rd. reed. Lisbon: Instituto de Ciéncias Sociais, 1997) table
1.6 p. 67 (resident population); table 2.8, p. 79 (births delivered in health institutions); table 6.19 p. 130 (housing characteristics);
table 8.7 p. 146 (television sets). Ana Bela Nunes, “A evolugdo da estrutura, por sexos, da populacdo activa em Portugal — um
indicador do crescimento econdmico (1890-1981)” Analise Social XXVI (1991), annex I-A p. 716 (agriculture as a percentage of the
active population). Angus Maddison, The World Economy: Historical Statistics (Paris: OECD, 2003), table 1c pp. 58-69 (GDP per
capita in 1990 international Geary-Khamis dollars). Robert Rowland (1999), “Le Portugal au XXe siécle: transition et modernité” in
J.P. Bardet and J. Dupéaquier (eds.), Histoire des Populations de I'Europe, vol.III — Les temps incertains, 1914-1998 (Paris: Fayard),
table 122 p. 512 (infant mortality rate). Maria Jodo Valente Rosa and Claudia Vieira, A Populacdo Portuguesa no Século XX (Lisbon:
Instituto de Ciéncias Sociais, 2003), figure 5 p. 39 (life expectancy at birth for men and women)). Nuno Valério, ed., Estatisticas
Histdricas Portuguesas (Lisbon: Instituto Nacional de Estatistica, 2001), vol. I table 5IA.2 pp. 367-8 (automobiles); table 5IB.2 pp.
406-7 (telephones).

The Portuguese continued to live in old and uncomfortable houses; the housing stock was part of a set of facilities
and infrastructure that would require a long time to be modernized as a whole. In 1970, about 63 percent of occupied
dwellings had been built before 1946; practically all dwellings—94 percent—had their own kitchen, 58 percent had
sanitary facilities and sewage systems, 47 percent had running water, but only 29 percent had built-in shower or bath
installations.'?”

Electricity, installed in 64 percent of dwellings, was the most prevalent element after the kitchen. Electricity was initially
used for lighting, but the availability of the grid facilitated the purchase of radios, televisions, and household appliances.
Houses remained old, but were subject to improvements and witnessed the introduction of new equipment.

Between 1960 and 1973, the number of television sets increased from 46,000 to 609,000. An unknown portion of these
televisions were installed in cafes and other establishments open to the public, but family evenings were increasingly
influenced by television, while household chores incorporated new stoves, irons, washing machines, and vacuum
cleaners. The number of automobiles increased from 92,000 in 1950 to 948,000 in 1973. As with televisions, we don't
know what proportion of these total numbers are privately owned passenger cars, but the privately owned automobile
was no longer a rarity.

Even more significant were the indicators of structural change. While in 1950 almost half of the Portuguese population
worked in agriculture, by 1970 less than a third continued with this way of life; as a percentage of the gross domestic
product, agriculture fell from 32 to 13 percent.'?® Portuguese society was increasingly less marked by agriculture and
the values of the rural world, becoming more and more oriented towards the industry and services of urban centers, in
connection with foreign countries. The metropolitan areas of Lisbon and Porto increased their share of the population
from 24 percent in 1950 to 32 percent in 1970.1% Couples voluntarily reduced the number of children, and births
increasingly took place in health facilities, with great benefits for the health of mothers and the survival of babies. The
infant mortality rate fell significantly, and life expectancy at birth increased by about ten years for both men and women.
The same economic and demographic indicators that in 1950 placed Portugal close to the levels corresponding to those
of advanced countries in 1870, in 1973 they pointed to the European levels of the fifties or sixties.!* With all due caution
to these observations, we could say that Portugal had shortened the distance from about eighty to about twenty years.
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There was a new rhythm in Portuguese life.

Most Portuguese people had learned to earn, save, and spend money differentially, far from their birthplaces. The
very continuity of families was projected onto their children in a different way. However important the change in the
economy may be, there is a qualitative shift that cannot be consolidated without a change in cultural order, expectations,
and behavior. Robert Lucas eloquently shows the importance of the nature of society for sustained economic growth:

“Growth in the stock of useful knowledge does not generate sustained improvement in living standards unless it raises
the return to investing in human capital in most families. This condition is a statement about the nature of the stock of
knowledge that is required, about the kind of knowledge that is “useful.” But more centrally, it is a statement about the
nature of the society. For income growth to occur in a society, a large fraction of people must experience changes in
the possible lives they imagine for themselves and their children, and these new visions of possible futures must have
enough force to lead them to change the way they behave, the number of children they have, and the hopes they invest
in these children: the way they allocate their time.!3!”

Economics provides reliable indicators of this change, such as the sectoral distribution of the active population, income
levels, and consumption patterns. However, management adds to this set of indicators the perspective of individuals, the
diverse experiences of public institutions and companies, and organizing complexity in management teams. As poverty
lost ground in the material living conditions of the Portuguese, resignation as an ideal of life was being swept away from
their attitudes and expectations. More and more Portuguese saw the future as an open path.
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Appendix
1870 1910 1950 1980
Germany *
Agric. Pop. % 50.0 37.0 19.0 6.0
Birht rate 38.5 29.8 16.2 10.0
Mortality rate 27.4 16.2 10.5 11.6
NGR 11.1 13.6 5.7 -1.6
France
Agric. Pop. % 49.0 44.0 27.0 9.0
Birht rate 25.9 19.6 20.5 14.9
Mortality rate 28.4 17.8 12.7 10.2
NGR -2.5 1.8 7.8 4.7
Portugal
Agric. Pop. % 57.0 48.0 18.0
Birht rate 31.7 24.4 16.2
Mortality rate 19.2 12.2 9.7
NGR 12.5 12.2 6.5

Table A1: Indicators of Progress in Germany, France and Portugal
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* Federal Republic of Germany in 1950 and 1980
Notes: Agricultural population as a percentage of the active population; birth and death rates per thousand inhabitants, with the
difference being the natural growth rate (NGR).
Sources: Jean-Claude Chesnais, La Transition Démographique (Paris: Presses Universitaires de France, 1986), annexes 2.1; 2.3; 4.1;
4.3; Massimo Livi Bacci and George Tapinos, “Economie et Population” in Jean-Pierre Bardet and Jacques Dupaquier, eds., Histoire
des Populations de I'Europe (Paris: Ed. Fayard, 1997-1999), vol. III p. 106; Ana Bela Nunes, “A evolucdo da estrutura, por sexos, da
populagdo activa em Portugal — um indicador do crescimento econdmico (1890-1981)” Analise Social 112-113 (1991), annex, table

1 p. 716.

1963 1970 1974 1963 | 1970 | 1974
Wheat 67.9 75.2 75.2 | Rice 145 | 14.8 37.8
Corn 36.3 31.0 25.2 | Sugar 19.1 | 25.6 30.0
Rye 13.8 12.2 14.1 Pork 6.0 7.5 9.4
Potatoes 102.3 121.7 | 110.9 | Poultry 1.4 7.1 11.9
Dried beans 5.6 5.6 4.2 | Beef 6.8 | 11.2 14.3
Fresh fish 24.5 30.0 25.5 | Milk 30.8 | 51.8 57.3
Codfish 6.8 10.1 6.8 | Margarine 1.2 2.9 4.0
Eggs 3.7 4.4 4.5 | Wine 91.3 | 79.4 | 131.0
Cheese 2.5 3.0 3.3 | Beer 4.4 | 14.8 32.6
Olive oil 6.7 6.9 5.3 | Crustaceans 0.8 1.0 1.9

and mollusks

Butter 0.6 0.7 0.8

Table A2: Annual Per Capita Food Consumption in Kilograms

Source: Antdnio Barreto, ed., A Situagdo Social em Portugal, 1960-1995 (3rd. reed. Lisbon: Instituto de Ciéncias Sociais, 1997) table

2.19 vol. I p. 84.

Age groups Males Females M+F Birth
85+ 46 64 59 1891-95
80-84 47 63 57 1896-00
75-79 46 61 55 1901-05
70-74 46 62 55 1906-10
65-69 40 58 50 1911-15
60-64 32 50 42 1916-20
55-59 26 43 35 1921-25
50-54 23 37 30 1926-30
45-49 18 31 25 1931-35
40-44 13 24 19 1936-40
35-39 5 8 6 1941-45
30-34 3 4 3 1946-50
25-29 3 3 3 1951-55
20-24 2 2 2 1956-60
15-19 2 2 2 1961-65
10-14 2 1 2 1966-70
0-9 65 64 65 1971-81
Total 23 30 26

Table A3: Illiteracy Rates by Sex and Age Groups, 1981

Note: Percentage of individuals who cannot read or write in the respective group.
Source: Rates calculated from the populattion census of March 16, 1981.
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