
                                                                                     

 
 
 

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION  
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria 

Tel: (+43-1) 26026-0 · www.unido.org · unido@unido.org 

 

 

 

 

OCCASION 

 

This publication has been made available to the public on the occasion of the 50
th

 anniversary of the 

United Nations Industrial Development Organisation. 

 

 

 

 

 

 

 

 

 

 

 

 

 

DISCLAIMER 

 

This document has been produced without formal United Nations editing. The designations 

employed and the presentation of the material in this document do not imply the expression of any 

opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development 

Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its 

authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or 

degree of development. Designations such as  “developed”, “industrialized” and “developing” are 

intended for statistical convenience and do not necessarily express a judgment about the stage 

reached by a particular country or area in the development process. Mention of firm names or 

commercial products does not constitute an endorsement by UNIDO. 

 

 

 

FAIR USE POLICY 

 

Any part of this publication may be quoted and referenced for educational and research purposes 

without additional permission from UNIDO. However, those who make use of quoting and 

referencing this publication are requested to follow the Fair Use Policy of giving due credit to 

UNIDO. 

 

 

CONTACT 

 

Please contact publications@unido.org for further information concerning UNIDO publications. 

 

For more information about UNIDO, please visit us at www.unido.org  

mailto:publications@unido.org
http://www.unido.org/






11851
• a

UNITED NATIONS
INDUSTRIAL DEVELOPMENT ORGANIZATION

Di str.
LIMITED

UNIDO/PC.5i
22 September 19U2
ENGLISH
ORIGINAL: SPANISH

INFORMATION PAPER

| A CASE STUDY OF INDUSTRIAL DEVELOPMENT FINANCING:

SPAIN * .  j
By

Hie Spanish M in istry o f  Industry and Energy

r ■ 
V /

* Hie v ievs  and opinions expressed in th is  paper are those o f the 
author and do not necessarily  r e f le c t  the v ievs o f  the secreta ria t o f 
UNIDO. This document has been translated from an unedited o r ig in a l.

v . 82-30650



INTRODUCTION

This paper seeks to  draw together the most typ ica l features o f  Spanish 

experience in the f ie ld  o f industria l development financing, in 

an tic ipation  o f  the presentation at the advisory meeting to  be convened 

by UNIDO in  Madrid next October.

The information paper consists o f  two parts. The f i r s t  includes a rev iev  

o f  the evolution o f  Spain's industria l economy from i 960 onvards, and a 

short description  o f  the impact o f  the o i l  c r is is  on i t ,  drawing 

particu lar attention  to the ro le  o f  the public sector, and the external 

environment. The second part is  concerned so le ly  with the financia l 

aspects, emphasising both the development o f  in ternal financing 

mechanisms and t i e  contribution o f  external resources, whether as 

investments or loans.

The document is  accompanied by an annex with th ir ty  one tab les and 

re la ted  index, which contain the s ta t is t ic a l  information on which the 

paper is  based.
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1. TSE SPANISH ECONOMIC DEVELOPMENT PROCESS

During the period 1960-75 the Spanish economy experienced a long sp e ll 

o f  economic expansion, vhich le d  to  a substantial r is e  in  the people's 

standard o f  l iv in g  and profound structural changes in the economic 

system. In th is  section the most ty p ic a l features o f  the development 

process are set out, with emphasis on those aspects which have had a 

s ign ifica n t influence on the management o f  our economy: on the one

hand, the s ta te , both as the prime mover o f  the in du str ia lisa tion  

p o licy  and in i t s  d irect in terven tion  in production a c t iv i t ie s ,  and, 

on the other hand, the in ternationa l economic environment, which was 

la rg e ly  favourable to  Spanish growth.
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1.1. Basic features o f  Spain's economic development

A general review is  given here o f Spain's economic development, 

in  order to  trace out the path the system has fo llow ed, to  pinpoint 

the successes achieved, and to  id e n t ify  the options taken. F irs t ly , 

there is  a b r ie f  reference to  the position  before ta k e -o ff; then 

tn exposition o f the basic features o f  industria l and economic 

development during the period 1960-1975; and f in a l ly  an explanation 

o f  the reverses su ffered as a resu lt o f  the in ternational economic 

c r is is .

H is torica l background

U ntil I960, the Spanish economy -  based on unproductive agricu lture 

and a low le v e l  o f  indu stria lisa tion  -  developed w ithin a framework 

o f  lim ited  exposure to  the outside world and a high le v e l  o f  state 

intervention, and i t  achieved only modest rates o f  growth and product 

d ira rs ifica tion . The choice o f  s e lf-su ffic ien cy  in  19^0 was an 

expression c f  fundamentally n a tion a lis tic  sentiments, although

la rg e ly  resu lting from the in ternational situation : in the f i r s t
'
place, the world war, and when that ended, the state o f iso la tion  

imposed on our country.

The po licy  o f  s e lf- s u ff ic ie r c y  manifested  i t s e l f  ex terna lly , in  a 

strengthening ofprotectionism : to already tra d it io n a lly  high t a r i f f

barriers severe quantitative res tr ic tion s  were added (import quotas 

and licences, exchange con tro l, e tc . )  which closed o f f  the domestic 

market from foreign  competition. In tern a lly , an in du stria lisa tion  

po licy  aimed at achieving s e lf-su ffic ien cy , pa rticu la rly  in 

essentia l goods and those connected with national defence. To th is



end the d irec t in i t ia t iv e  o f  the public sector was harnessed, 

with the creation  o f  the In stitu to  Nacional de Industrie, ( I . N . I . ) ,  

and various measures to  supervise and control p riva te  a c t iv ity  

were introduced. These regulated the settin g  up, expansion and 

re s it in g  o f  fa c to r ie s , the d istribu tion  o_ raw M ateria ls , and 

prices. The concept o f  an "industry o f  national importance" 

was introduced, by means o f which benefits  were granted to certa in  

industria l sectors and firm s.

I t  is  worth mentioning, as an example o f  the resu lts  achieved during 

th is  period, that the income le v e l  reached immediately before the 

c i v i l  war was not passed again u n til 1952, and that the average 

annual le v e l  o f  increase in industria l production in  the UO's was 

3-5/5. At th is  stage, industria l growth came up against the narrowness 

o f  the home market, and was th ro ttled  by the shortage o f  basic raw 

m aterials (cement, s te e l and non-ferrous m etals).

The s e lf-su ffic ien cy  p o licy  began to  weaken from 1951 onwards, when 

the stagnation o f  the UO’ s gave place to a modest increase in national 

income (a  mean o f  2% in the period 1950*58) and an increase in  the 

rate o f growth o f  manufactured goods. A l l  the same, the economic 

development o f th is period was characterised by the appearance o f  

s ign ifican t imbalances, and in particu lar strong in fla tion a ry  

pressures. These led  to the introduction o f  the 1959 S tab ilisa tion  

Plan, which sought to  bring elements o f  order and s ta b il it y  into 

the system, to open up the economy to the outside world, and to lay  

foundations fo r  subsequent sustained economic growth.



Changes carried  out in the -period 1960-1975

The h is to r ic a l background, having been outlined, the sain changes 

that took place in the Spanish ecoromy v i i l  now be described, and 

s p e c if ic a lly  those that occurred in the indu stria l sector during 

the long period which began at the s ta rt o f  the 60' s and came to 

an end in  1975, at which time the serious e ffe c ts  o f  the o i l  c r is is  

were already being f e l t  but, as ye t, had not been possib le to 

overcome.

The in ten s ified  process o f  transformation o f  the standard o f  l iv in g  

o f  the Spanish people, which in  only 15 years went from subsistence 

to  what might be described as widespread w ellbeing, was a resu lt o f 

the phase o f  explosive growth that was experienced by the fundamental 

variables in  the system. As examples and indicators o f  th is  sustained 

development, the fo llow ing may be quoted:

. In the period 19o0~75, Gross Domestic Product increased in rea l 

terms at a cumulative annual rate o f  1%. This rate  o f  expansion 

over such a long period has no precedent in  Spain's economic 

h is to ry , and is  one o f  the highest achieved, in both industria lised  

and developing countries.

. At the same time, per capita income increased at an annual rate 

o f  5.25. In I960, Spanish per capita inccue was 28.7? o f  the 

French, and 50% o f  the Ita lia n  figu re . 15 years la te r ,  the ratios 

were *0 .5% and 795 respective ly .



The development process depended, cn a considerable le v e l  o f  

investment, and the rates o f  increase in Gross Fixed Capital 

Formation were notably higher than those in most OECD 

countries. The rate o f  investment rose from less  than a 

s ix th , to a quarter o f GBP. In the period 1965-70, the 

GFCF/GBP ra t io  was 22.9% in  Spain, compared with an average 

o f  21.6? in  the OECD. Industria l investment grew at 15? 

annual ra te .

In I960, the to ta l c f  imports and exports was equivalent to 

15% o f  GDP, and in  1975 was up to 30?. During the period under 

review , imports m u ltip lied  nine times, and exports seven and a 

h a lf  times. Particu la rly  noteworthy is  the growth o f  indu stria l 

exports (20¡5 per annum in  rea l terms) ,  over a period during 

which they increased from 50? to 80? o f  to ta l  .-'ales abroad.

The re la t iv e  share o f GDP o f  the d iffe re n t  sectors o f  a c t iv ity  

changed considerably. In constant peseta values, agricu lture 

went down from a f i f t h  in  i 960 to a tenth in 1975- On the other 

hand, industry 's share rose s ig n ific a n tly , since at the beginning 

o f  th is  period i t  contributed 30? o f  GDP and at the end o f  the 

period about U0?.

The indu stria l product m ultip lied  3.5 times, in  rea l terms, during 

th is  period, equivalent to an annual increase o f  3.7?, a rane 

which was only surpassed -  and that by a small margin -  by the 

impressive advance o f  the Japanese indu stria l economy. Except 

fo r  the two years 1967 and 1971 the annual growth rate was always 

above 6?. During the four year period 1961-65, the industria l
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product grew at an average annual rate o f  12.5?. This is  

explained by the low le v e l  o f  in du str ia liza tion  from which i t  

started , and the high le v e l  o f  under-u tilisation  o f  production 

capacity.

. 'The number o f  persons employed in the d iffe ren t sectors o f  industry 

grew s tead ily , at an average rate o f  100,000 jobs a year. The 

r e la t iv e  importance o f  indu stria l employment grew remarkably, 

from 31.5? in  I960 to  36.5? in  1975, w h ilst the primary sector 

f e l l  from Ul.7? to  26.2? during the same period.

The high expansion rates reg is tered  by industry in  the 60's and 

middle TO' 3 led  to s ign ifican t structural m odifications with notable 

.changes in  the composition o f  indu stria l production, in  the nature 

o f  the products, and in  the demarcations between sectors.

With regard to the changes in  the composition c f  indu stria l production, 

the fo llow ing are s ign ifican t:

-  Increased importance o f  manufacturing industry as a who]e, which 

in the mid 70 's amotmted to  Tore than 75? o f  the gross added 

value generated by the secondary sector.

-  Growing importance o f  the basic industries o f iron and s te e l 

making, e le c t r ic a l  equipment, ship bu ild ing, cars and car parts, 

chemicals and petroleum deriva tives .

-  Appreciable decrease in the r e la t iv e  share o f extraction industries 

and o f  the so-ca lled  trad ition a l sectors, 3uch as food and drink, 

te x t i le s ,  timber, etc .
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Indu stria l development vas concentrated in  those sectors o f  

a c t iv it y  having a more complex production structure -  'out s t i l l  

without the adequate development o f  hey sectors -  and in  these 

sectors production methods changed, and the cap ita l required 

per unit o f  production increased. The fo llow ing aspects stand 

out, in  th is  s ituation :

. A considerable increase in the requirements fo r  intermediate 

goods, to  s a t is fy  ultimate consumer demand.

. A growing use o f  inputs from the chemical, energy, metal and 

machinery sectors.

. A comprehensive substitution process as between the d iffe ren t 

inputs, amongst which the fo llow ing are p a rticu la rly  important:

-  tra d it ion a l materials by chemical

-  coal by o i l  and e le c t r ic it y

-  natural te x t i le s  by a r t i f i c i a l  and synthetic fib res .

. A widespread f a l l  in  the r e la t iv e  need fo r  labour, p a rticu la r ly  

marked in the power, chemicals, s te e l industry, and the manufacture 

o f  machinery, together with a notable increase in  the growing 

need fo r  cap ita l throughout the economy.

With reference to th is  la s t poin t, the s ign ifican t increase in 

p roductiv ity  o f  the labour force must be stressed. I t  is  shown 

by the fact that the labour input to achieve a given production 

ob jec tive  decreased at the rate o f  6.3% per year. However, although 

Spanish indu stria l development has been cap ita l- in ten s ive , i t  has 

not been so to  the same extent as the western economy as a whole; 

th is  is  pa rticu la rly  remarkable when one takes into account that,
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as compared v ith  the OECD average, there has been a lover investment 

per employee in  the Spanish economy, and a greater number o f  

employees per unit o f  value added. In general, Spain has used less  

cap ita l-in ten s ive  technology than other OECD countries, making 

r e la t iv e ly  greater use o f  labour inputs, which i t  had in  p len tifu l 

supply, because o f  the existence o f  an abundant reserve o f  under

employed manpower in  the farming sector, and the high poten tia l o f 

women o f  active  age who had not yet entered the labour market.

This, together with the low standard o f  l iv in g  o f  the population 

in  the early  years o f  development, resu lted  in  a fa i r ly  modest le v e l  

o f  wages, which helped to produce high rates o f  return on cap ita l 

invested and encourage new ventures.

1 e  e f fe c t  o f  the c r is is

The o i l  c r is is  which began in 1973 unleashed an era o f depression 

throughout the whole world economy, and a ffe c ted , although be la ted ly , 

the Spanish economy. The e ffe c ts  o f  recession have been f e l t  more 

severely  in Spain than in other Western countries because in fla t io n  

rates, unemployment le v e ls  and changes in the balance o f trade, 

have 1 been higher than in those countries as a whole. The 

fo llow ing s ta t is t ic s  illu s tra te  th is :

. The rate o f  growth o f GDP, which reached an average 75 in the 

period 1970-7**, f e l l  to 2.15 in  1975-30, and 0.35 in 1981.

. The Formation o f  Gross Capital began fa l l in g  sharply in 1971*.



-  14

While from 1970 co 197  ̂ i t  had grown to 9.1? per annum, from 

197  ̂ u n til 1980 i t  f e l l  at an average rate o f  2%. Gross investment 

f e l l  from 25? o f  gross disposable national income in  1973 to 19% 

in  1980.

. The increase in  average annual indu stria l output vent from 9.^% 

in  1970-71* to  growth rates o f  less  than 1%. The f a l l  ves particu la rly  

steep in  basic industries and those employing a la rge  workforce 

(steelmaking, shipbuilding, cars, t e x t i le s ,  bu ild ing, e t c . ) .

. Uhe f a l l  in  employment has been spectacular: 1,^00,000 jobs

disappeared between 1975 and 1980. As a resu lt the unemployment 

ra te , which remained at less  than 3% during the development stage, 

is  nov about Ihf o f  the active  population.

. r

The above indicates c le a r ly  tbe profound e ffe c ts  o f  the energy 

c r is is  on Spain's soc ia l and economic condition. Mention must also 

be made o f  the appearance o f,seriou s imbalance in  tbe balance o f  

payments -  to  which we sh a ll r e fe r  la te r  -  and to  severe in fla tion ary  

tendencies: the r e ta i l  price index su ffered a 2U.5J increase in

1977.

Factors to be mentioned which caused th is increased weak the

Spanish economy -  besides the delay in economic po licy  

maxxng, resu lting  from a p o l i t ic a l  transition  occurring simultaneously - 

were a high degree o f dependence on crude petroleum products, 

in fe r io r  technology, low productiv ity  le v e ls ,  and a pattern o f 

industry sectors that was vulnerable in the face o f  changing labour 

d iv is ions world-wide: su ffic ien t spec ia lisa tion  had yet to be
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achieved in  advanced technology industries, while low and intermediate 

technology industries found themselves increasingly in  competition 

w ith developing countries.
t



-  16

.2. The S ta te 's  ro le : p o lic y  options and d irec t involvement

o f  the public s ec to r .

As previous mentioned, the period before Spain's economic boom 

was marked by a pronounced p o lic y  o f  s e lf-s u ffic ie n c y , based on 

a high le v e l  o f  p ro tection , and the harnessing o f  d irect public 

enterprise -  through the In s titu te  Uacional de Industria -  in  

order to  create an in du str ia l base that was v ir tu a lly  non-existent 

in  the kO's. IN I 's  stra tegy was to  enter those sectors o f  in du stria l 

a c t iv i t y  which produced im port-substitution goods, behind a 

p ro tec tion is t screen. This is  how the presence o f  the public 

sector can be explained in  a va r ie ty  o f  a c t iv it ie s  without regard 

to  cost, o ften  qu ite unconnected with the use o f  raw m ateria ls , 

and in  a way seldon found in  other countries. The chosen option 

o f  s e lf-s u ffic ie n c y  brought with i t  costs which the p riva te  sector 

could not be expected to  carry, so that the state had to  underwrite 

the choice that had been made.

Industria l •policy in the development stage

The s e lf-s u ffic ie n c y  model having served i t s  purpose, from I960 

onwards the route chosen was to  open up to  the outside world -  

s t i l l  maintaining a high degree o f  protectionism  -  and to strengthen, 

a t home, market mechanisms. Indu stria l po licy  embarked upon 

Development Plans which were binding fo r  the public sector and 

in d ica tive  fo r  the p riva te sector. This was carried  out by using 

ta rge t figu res fo r  o v e ra ll and sector growth, publication o f  

general guidelines fo r  action , and by g iv in g  incentives as a 

stimulus. Thus the government sought to modernise and expand 

the country's basic in frastructure (communications, equipment, e t c . )
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in  order to  estab lish  a framework su itable fo r  the development o f  

private enterprise; thus extensive public investment programmes 

were put in  motion which amounted overa ll to a nhird o f  a i l  

investment during the development stage.

In the industria l f ie ld ,  the intervention o f  the public sector 

was based on se ttin g  up subsidiaries through which i t  entered those 

industries where the low rates o f  return or long periods o f cap ita l 

repayment made them unattractive to the p riva te sector. To th is  

end, IN I 's  c r it e r ia  fo r  involvement were:

. Inadequacy o f  p riva te in it ia t iv e

. The need to prevent practices r e s t r ic t iv e  to 

competition

. The strengthening o f  c r i t ic a l  national industries 

and those connected with defence.

During the development stage, public enterprise began to  d iv e rs ify , 

fo llow ing a stra tegy o f  moving in to product areas outside the 

f ie ld  o f  in ternational competition, at a time when its  partic ipa tion  

in p ro fitab le  export industries was in  ca lled  into question.

In industry, measures were taken under the development plans to 

increase the s ize  o f  enterprises by amalgamation, using incentives; 

and at modernising and restructuring, by means o f  jo in t action 

plans.



These consisted, o f agreements between the government and private 

firms under which the la t t e r  were granted sp ec ific  benefits  t ied  

to  the achievement o f  ob jec tives , in  such matters as production, 

employment, technology and exports. Public p o licy  showed ?. 

preference fo r  the steelmaking, shipbuilding, cap ita l goods, 

footwear and preserved foods industries, even though i t  did not 

d e lib era te ly  fo llow  a particu lar lin e  o f  spec ia lisa tion .

F in a lly , specia l attention  must be drawn to the overwhelming 

preoccupation in  the planning po licy  with promotion o f  industria l 

exports, by means o f  a wide range o f  tax and fin an c ia l incentives, 

with the purpose o f  increasing Spain's a b i l i t y  to buy raw materials 

and cap ita l goods in  in ternational markets, without putting at 

r isk  the balance o f  payments. I t  is  in teresting  to h igh ligh t 

the d ifference here between the stages o f  s e lf-s u ffic ie n c y  and 

o f  development: in  the former, import substitution was stressed,

and in the la t t e r ,  p r io r ity  was given to encouragement o f 

exports.

Sven though opinions d i f f e r  on the development p lans and industria l 

po licy  o f  th is  period, i t  is  generally agreed that, despite 

d isparities  between plan and execution, ind icative  planning 

played an important ro le  in creating an environment o f growth 

which inspired the emergence o f  entrepreneurial in it ia t iv e s .

The jo in t action po licy  *as also r e la t iv e ly  successful, i t  must 

be noted. Negative factors , which became important with the onset 

o f the o i l  c r is is ,  were the maintenance o f protectionism, and the 

p r iv ileged  treatment o f certa in  industries and firm s, which
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resulted in  a lank o f  competitiveness.

‘The response to  the o i l  c r is is

She fa c t that the economic c r is is  coincided v ith  the p o l i t ic a l  

changes that took place in  Spain in  the period 1973-77, had a 

s ign ifican t e f fe c t  in  delaying the adoption o f  measures to  deal 

v ith  the cost increases in  fu e l products and, in  a word, to cope 

v ith  the phase o f  acute depression which seized  the vo rld  economy 

at that tin e .

The energy c r is is  a ffe c ted  every part o f  the Spanish economy, 

since domestic production o f fu e ls , estimated as 335 in  1981, 

was lo v  and dependence on energy imports, e sp ec ia lly  petroleum, 

vas high. This a l l  led  to  a s ign ifican t e f fe c t  on the balance 

o f  trade and payments, cost in fla t io n , economic stagnation and 

unemployment.

Spain's o i l  imports 

equivalent to  11.UJ 

1980, payments fo r  

pesetas, equivalent

cost her 61*, COO m illion  pesetas in  1973, 

o f  to ta l imports and 215 o f  exports. In 

o i l  imports had risen  to 81*5,000 m illion  

to 3l*.55 o f  to ta l Spanish imports and 56.65
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o f  exports. In  analysing th is  increase, i t  has to be borne in 

mind that over the period 1973-31, the share o f  o i l  in  Spain's 

primary energy supply f e l l  from 66.7% in  1973 to  61.UJ5 in  

1 9 8 1 .

Bie second o i l  c r is is ,  in  1979/80, when there was a new leap 

upwards in  crude p rices , resu lted  in  a change in  the balance on 

current account, from a surplus o f  13^,*+36 m illion  pesetas in  

19^8 to  a d e f ic i t  o f  381,537 m illion  in  1980. In  the la t t e r  year, 

o i l  i mpor t  payments exceeded considerably the income from tourism.

Although delayed, Spain set in  motion an energr p o licy  to  deal 

w ith th is  c r is is  fo llow ing the increase in  cost o f  petroleum 

products which was enshrined in  the National Energy Plan (PEN), 

proposed by the government and approved by the Spanish Parliament 

in  July 1979.

Ihe P lan 's main ob jectives  are:

-  Decrease in  dependence on petroleum. P re fe ren tia l and mari ttiutti 

use o f  national energy resources, e sp ec ia lly  coa l.

-  Encouragement fo r  the saving and conservation o f  energy 

through i t s  ra tion a l use, based on a p ric in g  po licy  to cover
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the true costs o f supply

-  Aa increase in  the le v e l  o f security  and economy in  energy 

supplies, to  which end PEH has opted fo r  d iv e rs ific a t io n  o f 

supply sources and preferentia l, use o f those which involve 

lower expenditure o f  fore ign  exchange.

Industria l R ehabilita tion  Po licy

I t  seems appropriate to  comment b r ie f ly  on the industria l 

reh ab ilita tion  po licy , since le g is la t io n  fo r  th is  is  very 

recent, namely 1981, and has i t s  background and motivation in 

the period now being reviewed.

The Western economic c r is is  has taken on in  Spain particu lar 

features due to  the delayed in du str ia lisa tion , the characteristics  

o f  which were the indiscrim inate creation o f  industries to  supply 

a market o f  unsatisfied  needs, plus a strong protectionism, 

lack o f  competitiveness, retarded technology, high wage costs, 

unsuitable organization and inadequate fin an c ia l in s titu tion s .

To these shortcomings must be added others a ris in g  from the 

la te s t  c r is is ,  the sharp increase in raw m aterials costs, a major



slump in  demand, and the lack o f  market re s ilien ce .

These structural shortcomings were not evident during the periods 

o f  expansion, hut th e ir  e f fe c ts  began to be f e l t  as a resu lt o f  

the c r is is ,  making i t  necessary to  fin d  solutions which would 

a llow  adjustments to  the economy. The indust '^1 reh ab ilita tion  

p o licy  which is  now in  operation is  a response hese essen tia l 

adjustments.

Fundamentally, indu stria l reh ab ilita tion  en ta ils  pursuing certa in  

ob jec tives  in  an attempt to resolve the c r i t ic a l  s ituation  facing 

particu lar industries, and takes the form o f the fo llow in g  certa in  

courses o f  action:

-  An improvement in  the competitive position  o f  Spanish industries 

in  in ternationa l markets and, consequently, a reduction in  

production costs to le v e ls  analogous to  those o f  competing 

countries.

-  C ap ita lisation  o f  enterprises and resultant reduction in  

fin an c ia l costs.

-  Technological development and investment designed to  o f fe r  

the b e tte r  qua lity  goods required by in ternational markets.

-  Support fo r  and specia l attention  to  product marketing, both 

at home and abroad.
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To meet these ob jec tives , a le g is la t iv e  framevcrk was created 

to embrace the necessary measures, in  the fie ld s  o f  finance, 

taxation and labour. These measures are o f  a temporary and 

exceptional, nature, th e ir  application  is  lim ited  to certa in  

industries, and in  no case do they provide fo r  an increase in 

the output o f  ohe industries involved.

To sum up, the industria l reh ab ilita tion  po licy  which Spain 

is  at present fo llow ing, takes the form o f  a co llec tion  o f  

measures which should allow a sector o f  industry to recover 

competitiveness in a free  and unprotected market.

With regard to  EH , in  the depressed stage o f  the Spanish economy, 

a process o f  tid y in g  up and ra tion a lis in g  public enterprise is  

being fo llow ed, in  order to  reduce the huge losses in  the state 

sector, which in  Spain are pa rticu la rly  large. Relevant s ta t is t ic s  

show that IH I 's  enterprises produced 3-5% o f  GDP and employed 1% 
o f the indu stria l workforce in  1980, in  which year they absorbed 

35i o f  indu stria l investment, and produced 15% o f  to ta l exports.

Main guidelines o f  current indu stria l po licy

The process o f  l ib e ra lis a t io n  in the Spanish econony began in 

the indu stria l f ie ld  in  1967, and reached its  climax in *980,
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with the Royal Decree on in du str ia l l ib e ra lis a t io n , which 

encourages the se ttin g  up, expansion and re s it in g  o f  industries, 

w ith some exceptions based c  public economic in te res t and 

national defence.

An indu stria l p o lic y  has been developed in  p a ra lle l to tack le 

the challenges which industry faces, and is  currently based cn 

the fo llow ing gu idelines:

a) Development o f  the National Energy Plan, previously re ferred  

to .

b) Continuation c f  the in du stria l reh ab ilita tion  process, the 

main guidelines o f  which have already been described.

c) L eg is la t iv e  support fo r  innovation and technologica l development, 

at present in  preparation; co llaboration  agreements between 

firms and o f f i c i a l  research in s t itu te s ; a new law on patents; 

and, la s t ly ,  the strengthening o f  CDTI (Centre fo r  Technological 

and In du stria l Development), an autonomous body coming under

the M inistry o f  Industry and Ener®-, which funds and encourages 

innovative projects arc technologica l developments, a l l  with 

the aim o f  improving the competitiveness o f  Spanish industry.

d) Support fo r  small and medium sized  firms.
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The agent fo r  th is  is  IMPI (In s t itu te  fo r  SmaJl and Medium 

Industria l Firms) ,  an autonomous body attached to  the M inistry 

o f  Industry and Energy which, in  collaboration  with d iffe ren t 

government agencies concerned with small and m iddle-sized 

firm s, carries out tasks re la ted  to  the tra in ing and improvement 

o f management, provides techn ical and advisory serv ices , supplies 

finance at special rates, and, f in a l ly ,  ta les  shareholdings in  

such private companies as mutual assurance soc ie tie s  and those 

in  the serv ice sector.
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1.3. The external scene

The Spanish economic development process cannot be understood 

without reference to  our in ternationa l re la tionsh ips. Spain's 

economic expansion was fortunate to  coincide with a cyc le  o f  

expansion in  the western economy as a whole which, a fte r  i t  

had overcome the e ffe c ts  o f  the second world war, underwent 

a period o f  sustained growth u n til the o i l  c r is is .  The 

e ffe c ts  o f  western prosperity  on the Spanish economy may be 

sumnarized as fo llow s:

. Absorption o f  surplus Spanish labour by the European 

economies, which had a double, e f fe c t :  on the one hand

i t  reduced unemployment problems in  the Spanish economy, 

and on the other tended to  s ta b ilis e  the balance o f  

payments on current account, because o f  the l ib e r a l  

flow  o f  remittances from emigrants, which swelled the 

c red it side o f  the balance.

. Beceipt by Spain o f  la rge  flows o f  to u r is ts , resu ltin g  

from the growing demand fo r  le isu re  a ris in g  from 

increased l iv in g  standards in  Europe, with consequent 

p os it iv e  e f fe c ts  in  the balance on serv ices , and the 

sp in -o ff in the construction and h ote l industries.

. Absorption by Europe o f  a s ign ifica n t amount o f  Spanish 

goods with resu ltant e f fe c ts  on the le v e l  o f  our exports.

. Receipt by Spain o f  fin an c ia l and technologica l surpluses 

from other western economies, which were converted in to 

increases in production, employment and productiv ity



v Ith in  the Spanish economic system, and provide some 

compensation, in  the form o f  long-term investment, fo r 

the d e f ic it s  on current account in  the balance o f  

payments.

The factors l is t e d  above had th e ir  repercussions on Spain's 

balance o f  payments, the main features o f  which are as fo llow s:

The Spanish economy has a permanent and growing d e f ic it  

on i t s  v is ib le  imports account -  a figu re  which has been 

p a rticu la r ly  serious during the o i l  c r is is .

Credits on in v is ib les (serv ices  and transfers ) la rg e ly  

compensated, during the period o f  economic growth, fo r  

the continuous d e f ic it s  in  the v is ib le  balance. . 

Nevertheless, since the economic c r is is ,  the inadequacy 

o f  these compensating elements has become apparent.

Net en tries o f  long-term cap ita l frequently g ve r is e  to  

a surplus in  the o ve ra ll balance during the period o f 

growth, and in  the period 1975-1980, years o f  surplus and 

d e f ic i t  a lternate.

F in a lly , i t  should be pointed out that during the period o f  

development, external factors in  general were an obstacle to 

Spanish economic growth, and th is  despite the favourable balance 

iron services -  in  respect o f tourism -  and from transfers -  

emigrants' remittances -  (see table 5 in the Annex) which s t i l l
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fa i le d  in  some years to  avert current account d e f ic i t s ,  only 

being balanced by rece ip ts  o f  long-term  ca p ita l. The s ituation  

s ig n if ic a n t ly  worsened during the economic c r is is ,  because o f  

the huge b i l l  fo r  petroleum products, which necessitated  a large 

measure o f  fo re ign  borrow in '.

Sgfcemal trade

As has already been pointed out, the trade d e f ic i t  has been a 

constant element o f  Spain 's ecanemic evo lu tion , and i t  has 

worsened w ith the increase in  o i l  p rices .

I t  has been so despite our considerable export e f fo r t  and a 

simultaneous change in  the structure o f  sales abroad. . Between 

1961 and 19d0, exports m u ltip lied  35 times because o f  industria l 

development and the increase in demand o f  the western economies, 

which are our major customers ( * ) .  The rate o f  increase in  the 

export o f  manufactured goods since i 960 has been over 15$, and 

the proportion o f  indu stria l exports in  the t o ta l  has risen  from 

50 to  80$ in  the past 20 years, which represented a considerable 

improvement in rea l trade re la tions up t i l l  1973 (+ lk$ ) , but 

th erea fter i t  deteriora ted  by 25$. I t  must be stressed that 

Spanish exports have grown fa s te r  than world demand, despite 

increased competition f rom newly in du stria lised  countries and 

the high in tern a l in fla c ión  rate. The weakness o f  the home 

market has helped to bu ild  up the propensity to  export.

( * )  P reviously, export cred its  had been given a specia l discount 
3c rv ic c  provided by the Bazik o f  Spain



-  29 -

Imports, fo r  th e ir  part, increased 37 times in  the period 

196t-80 as a resu lt o f  the graving requirements fo r  rav m aterials, 

intermediate products, cap ita l goods and energy. Spanish 

imports continued to  he linked to  the growth o f  GDP u n til the 

c r is is  occurred, when they reg istered  a pers isten t f a l l ,  as a 

resu lt o f  the in f le x ib i l i t y  o f  the Spanish economy in  the face 

o f the r is e  o f  petroleum prices. O il at present forms a th ird  

o f  the to ta l import "b i l l , our energy imports cost the equivalent 

o f  50% o f  our export earnings.

Nevertheless the cover rate o f  exports to  imports has gone from 

an average U1 . 5JS in  the period 1960-65 to  a mean o f  6 2.6% in 

1976-80.

Foreign trade c o l ic ies

The department o f  economics decided on two basic options:

-  A strong p o licy  encouraging exports.

-  The maintenance o f  high le v e ls  o f  p rotection  fo r  

the domestic market against fo re ign  comnet i f  io n .

As regards imports, the po licy  o f  more openness, started in 

i960, became a p rocess ive  lib e ra lis a t io n  o f  trade with a
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reduction in  quan tita tive  re s tr ic t io n s  and those governing 

the scope o f  sta te  and general trade; however the inport 

t a r i f f s  la id  down in  I960 were c le a r ly  p ro tec tion is t, although 

they were gradually eased, )

Hie le v e l  o f  protection  o f  the Spanish economy against fo re ign  

ccepetitico. has been the subject o f  c o n flic t in g  views, along 

tra d it io n a l lin e s : against the barriers  put up to  protect

ta k e -o ff o f  our industry, i t  has been pointed out that they 

slowed up development o f our export sa les , and propped up a 

number o f  in e f f ic ie n t  a c t iv it ie s  which the appearance o f  the 

economic c r is is  h igh ligh ted .

F in a lly , a b r ie f  reference to  exchange contro l p o licy  is  

appropria te . The exchange rate estab lished by the S tab ilisa tion  

Plan o f  1959 (60 pesetas to  the d o lla r ) held  u n til 1967 (when i t  

was fix ed  at 70 pesetas to  the d o l la r ) ,  because o f  in fla tion a ry  

tendencies and the desire to  keep the trade d e f ic i t  down. There 

fo llow ed a process o f  revaluation which coincided with a f a l l  

in  the value o f  the d o lla r , although there was a devaluation 

in  re la t ion  to  the currencies c f  other in du stria lised  countries. 

Later i t  was decided to  f lo a t  w ithin lim its  con tro lled  by 

interventions on the ps_rh o f  the flank o f  Spain, which maintained 

the peseta at a r e la t iv e ly  high le v e l  during a period o f  

imbalance in  current account. Than in  1977 there was a devaluation 

o f  20% (S j pooctas to the d cH er), This was possib ly excessive 

but i t  did help to lim it  the trade d e f ic i t .

( *) The arithm etic mean o f  the t a r i f f  went from 2k.25% in I960 
to  17.115 in  1970.
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The escape va lve o f  emigration

Despite the Spanish economy's spectacular grovth, the system 

could not absorb the increase in  the active  population and the 

surplus o f  a g r icu ltu ra l labour. Despite th is , there were no 

unemployment problems thanks to  the grovth o f  demand fo r  labour 

in  the developed European, countries, which welcomed a considerable 

m igration o f  Spanish workers. Let us note here tb -t the body o f  

workers abroad a t the beginning o f  the 70 's  has been put at 7? 

o f  the a c tiv e  Spanish population.

This s itu ation  is  r e f le c te d  in the balance o f  payments, w ith the 

well-known growth o f  cred its  from emigrants' rem ittances, which 

helped bu ild  up generous c red it balances in  tran s fer payments.

In the o v e ra ll period  1961-73 the p os it iv e  balance o f  tran s fer 

payments (m ostly emigrants' rem ittances) liqu ida ted  303» o f  the 

conmercial d e f ic i t .

During the c r is is ,  the loss  o f  job opportunities in  European 

countries put a stop to  em igration, and led  to  the return o f  

great numbers o f  Spanish workers which brought down the h itherto  

growing ra te  o f  increase o f  the p os it iv e  balance o f  transfer 

payments. Thus, during the period 1975-1980 i t  only managed to  

cover one f i f t h  o f  the commercial d e f ic i t .

The expansion o f  tourism

The considerable increase in  the standard o f l iv in g  o f  the countries 

o f  Western Europe generated a la rge  demand fo r  tourism and tra v e l, 

and Spain absorbed a s ign ifica n t share o f  th is . The number o f  

tou rists  entering Spain rose from 1.5 m illion  in i 960 to 6.1 m illion  

in 1975. In the fo llow ing years the rate o f  grovth decelerated, 

although the figu re  fo r  tou ris ts  entering Spain now stands at
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about Uo m illion .

In p a ra lle l,  the net income in  foreign  currency from tourism 

rose from 178,200 m illion  do lla rs  in  i 960 to  U, 12U m illion  in 

1980. Between 1961 and 1973, the foreign  currency from tourism 

covered approximately four f i f t h s  o f  the trade d e f ic i t ,  ana in  

1979 i t  reached a figu re sim ilar to  the commercial trade d e f ic it .

Tourism has been the determining factor in the continuing surpluses 

in  the balance o f  serv ices , although th is  p os it ive  balance has 

been narrowing over the past 20 years as a resu lt o f  the growing 

d e f ic i t  in  the investment income account. Ib is  has increased 

.by f iv e  times in  the past f iv e  years, as a resu lt o f  the 

considerable indebtedness o f  the Spanish economy, and the increase 

in  in terest rates.

The flow  o f  tou rists  has also had an impact on the construction 

industry, which has a considerable follow -on e f fe c t ,  and the 

h o te l industry. In  th is  respect, i t  is  worth noting that the 

number o f  ho te l places rose from 80,000 in  1950 to 1,U00,000 

in 1975.

From the time that Spanish tourism began to  take o f f ,  i t s  ro le  

in balancing the trade d e f ic i t  has been regarded with apprehension, 

in  view o f  i t s  possible in s ta b il ity . Experience has shown that 

i t  has played a decisive ro le  in  avoiding imbalance o f  payments, 

which would have seriously compromised  development. Spain’ s 

spec ia lisa tion  in middle to lower bracket tourism has been 

c r it ic is e d , but one may question whether such a substantial 

return would have been obtained i f  an a lte rn a tive  had been 

chosen. In fa c t , Spain, on the basis o f  it3  proxim ity to  Europe, 

i t s  natural advantages, and i t s  r e la t iv e ly  cheap p rices , was 

able to  s a t is fy  the demands o f  vide stratas o f  Eu .'pean population, 

who during th i3  period vere achieving higner standards o f  l iv in g .



The contribution o f  fo re ign  cap ita l

Although th is  is  analysed in  the chapter on external financing 

o f  our economy, i t  is  worth g iv in g  advance mention here o f  the 

major ro le  played by long-term  cap ita l in flow s. These in flow s, 

which resu lted  in  o v e ra ll balance o f  payment surpluses, were 

a fa c to r  in  the build-up o f  Spain's fin an c ia l status, and 

enabled high rates o f  investment to  be sustained. U n til the 

c r is is ,  i t  consisted almost en t ire ly  o f  investment o f  cap ita l 

in  firm s; but in  recent years financing by means o f  in ternationa l 

loans has been added to  th is , thus covering the gap in  the 

balance o f  current account.



-  35 -

2. DEVELOPMENT FINANCE

Spanish economic development was possib le as a resu lt o f  a high le v e l  

o f  in ternal savings which generated an abundance o f finance channelled 

mainly through p riva te banks. This was accompanied by a s ign ifican t 

overseas contribution, mostly in  the form o f  d ire c t investment and, 

during the c r is is ,  o f  loans obtained on the fore ign  market.

As regards the former, the national le v e l  o f  savings during the growth 

years was maintained at about a quarter o f  GDP, higher than the OECD 

average. The high le v e l  o f  savings by the public sector was the 

main contributor to  th is  performance u n til the beginning o f  the 70' s, 

but in  recent years i t  has s tead ily  fa llen  away. As fo r  external 

funding, the share o f  fore ign  ca p ita l has amounted to  no more than 

about 10% o f  to ta l  finance in  the priva te sector.

There is  a tab le  in  the annex which gives de ta ils  o f  funding in  the 

private sector since 1971, financ ia l enterprises apart. Unfortunately 

Spanish national s ta t is t ic s  do not include th is  information fo r  

e a r lie r  ye sirs, and thus i t  is  not possible to provide a comprehensive 

set o f  figu res.

I t  shows c lea r ly  that in ternal finance covered 90? o f  the to ta l 

funding in  the priva te sector up to  the 1975 c r is is ,  and that external 

finance reached a peak o f  1U?5 in  the year o f  the c r is is .

2.1. The channelling o f  in ternal finance

The Spanish fin an c ia l system today is  made up o f  the cred it 

system -  Sank o f  Spain, the commercial, in du stria l and foreign  

banking sectors, savings banks, and government cred it -  together
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with a range o f  interm ediaries which include cred it cooperatives, 

rural hanks, h ire  purchase organizations, holding companies, 

investment tru s ts , insurance companies, leas ing  and fac to rin g  

companies, broking companies in  the money market and the 

recen tly  set up bu ild ing so c ie t ie s . In  add ition , regional 

development companies e x is t ,  which are bodies fo r  promoting 

lo c a l in d u str ia l en terprise in  backward regions.

I t  should be borne in  mind that fo re ign  banking involvement was 

not authorised u n t il 1978 so th a t, although i t  has grown up very 

rap id ly , during the period under consideration i t  e ith er  did not 

ex is t or itz in fluence was s t i l l  in s ign ifica n t.

Share issues have formed a proportion varying between 18 and 35i 

o f  to ta l  external funding in  the p riva te  sector, but with a 

c lea r tendency to  decrease since 1976. The f a l l  in  the importance 

o f  the stock market is  even more marked i f  shares traded by the 

banking sector and savings banks are excluded from those 

considered above.

The funding o f  the Spanish economy has been supported b as ica lly  

by the c red it  system, and above a l l  by p riva te  banking, in  the 

face o f  r e la t iv e ly  small new share issues. This fa c t ,  together 

with the importance o f  groups having p r iv ile g ed  finance, and 

the government'3 heavy involvement in  the cred it system, are 

key characteris tics  o f  our fin an c ia l system.

An examination o f  fin an c ia l p o licy  revea ls a constant preoccupation 

with the channelling o f  resources towards particu la r a c t iv it ie s ,  

fa c i l i t a t in g  long-term finance, correcting the in fla tion a ry  

e ffe c ts  o f  fin an c ia l mechanisms and, most recen tly , l ib e ra lis in g  

the conditions i r t e r  which the system functions.
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P ie evolution o f  funding systems

P ie  period o f  s e lf-s u ffic ie n c y  was characterized "by the application 

o f  a permissive monetary p o lic y , with l i t t l e  control over the 

system's l iq u id ity .  At th is  stage the financing o f  the Exchequer 

by means o f  autom atically discountable public debt played a major 

r o le , so that the Bank o f  Spain was ob liged  to  create a l l  l iq u id ity  

needed by the economy, the stock market was prevented from 

acquir in g public share issues and the market from obtaining 

short-term  public debt. At the same time, with the l iq u id ity  

coming from the discounting o f  public funds, the p riva te sector 

funded company requirements, and thus the ro le  o f the stock 

market was reduced.

Pie mixed character banking sector would lend fo r  a mam'-mm term 

o f  n inety days, but c red it lin es  were continually renewed, so that 

th is  system did in  fa c t provide medium and long term finance fo r  

business. P ie  res tr ic tion s  o f  the cap ita l market led  to a large 

flow  o f  funds in to  p riva te  accounts, thus creating a large amount 

o f  l iq u id ity ,  which more than covered the requirements o f  short

term cred it and provided substantial surpluses fo r  long-term 

business. During th is  stage the banks consolidated th e ir  grip  

on an industry which had an inadequate capacity fo r  in ternal 

financing, and could only with d i f f ic u lt y  go to the cap ita l 

market.

In terest rates were subject to  s t r ic t  l im its : maximum borrowing

and mini mum lending lim its  had the e f fe c t  o f  re s tr ic t in g  competition, 

and th is  led  to a widespread i l l e g a l  use o f  in teres t surcharges.

P iis  control o f  in terest rates was o f  course connected with the 

structure o f  deposits in  the banking system. In i 960 current 

accounts made up 5355 o f  the to ta l,  savings accounts 3155 and term 

accounts only 16%. These proportions changed over time, as the 

structure in  1980 was 33 -  IT -  5055 respective ly .
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Between 1957 and 1958 the issue o f  discountable debt was stopped 

and attempts were made to  coordinate government c red it  as foundations 

fo r  the S tab iliza tion  Plan o f  1959 and, from I960 on, banks were 

authorised to  g ive  loans fo r  more than 90 day periods. Nevertheless 

a t the beginning o f  the 70 's there was an awareness that the 

financial, instruments were inadequate fo r  the needs o f  medium 

and long-term investment, because o f  the excessive power o f  the 

banking sector ever industry, and -he lack o f  control o f the 

monetary base. Hence the Fundamental Law fo r  Control o f  Credit 

and Banking emerged, which sought to  strengthen the 3ank o f  Spain's 

supervision and con tro l o f  the banks, and improvements in  the 

machinery fo r  medium and long-term  financing were suggested, by 

means o f  strengthening the spec ia lised  agencies dealing in  medium 

and long-term  c red it : government c red it organisations, savings

banks and the newly created in du stria l banks.

The introduction o f  in du stria l banking was one o f  the innovations 

o f  the reform, and aimed at encouraging in it ia t iv e s  and supplying 

medium and long ' rm finance. In order to  help in du stria l banks 

to  acquire resources, they were authorised to  issue deposit 

c e r t if ic a te s  ( f o r  two years or more) and savings bonds ( fo r  

5-10 yea rs ), but the low in te res t rates (it and 5% resp ective ly ) 

were an obstacle to th e ir  being placed with p riva te  in vestors.

So i t  was then decided to include them in  the investment quotas 

o f  the savings banks, and in  th is  way indu stria l banks were able 

to  place th e ii issues almost autom atically, un til th is  p r iv ile g e  

ended in 197**. This was a hard blow fo r  the indu stria l banks, 

although rates on th e ir  bonds were freed so as to  fa c i l i t a t e  

th e ir  being taken up. U n til then the indu stria l banking sector 

has boomed, i t s  share o f  p rivate sector funding having reached 

12* in  1971*.
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However, there was soon a movement to  regulate both types o f  

banlrs in the same way. Hius in  197^ comaercial banks were allowed 

to  lend fo r  periods in  excess o f  18 months, so long as such 

cred its  did not exceed a quarter o f  the to ta l loans issued, and 

likew ise the res tr ic tion s  an the comaercial operations o f  

industria l banks were reduced.

From 197^ onwards, there was a slow and gradual lib e ra lis a t io n  

o f the fin an c ia l system, with the ob ject o f  moving c loser to  the 

market with respect to  the a lloca tion  o f  resources.. Freedom in  

in teres t rates was allowed fo r  loans o f  more than one year, and 

an attempt was made to  reduce the s ize  o f  p r iv ileged , groups, and 

•their in terest rates were brought closer to market rates. For 

instance, the operation o f  government cred it was brought more 

in  lin e  with market conditions, and fore ign  banks were allowed 

to  operate.

The d istribu tion  o f finance between the d iffe ren t bodies

As mentioned, the preponderant position  o f  the private banks is  

notable: they contributed two-thirds o f the to ta l funding provided

by the cred it-issu ing system. Of th is  the industria l banks 

provided about 15*.

Within the to ta l funding the make-up as between share and loan 

cap ita l is  very d is tin c t between banks and savings banks. In  the 

former cred its and loans predominate (more than four f i f t h s ) ,  

while in  the savings banks there is  a large proportion o f  shares 

(more than h a l f ) , because they were ob liged to invest more than 

a th ird  o f  th e ir  resources in  public funds, INI shares, the 

national telephone company, e le c t r ic i t y  companies, e tc . Despite 

th is tha loan-making a c t iv ity  o f  the savings bank3 has increased.



4
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Credit fo r  the priva te sector is  71? from p riva te  hanks, as 

against 18? from savings hanks and 11? from government sources.

I t  can be deduced from the above that most o f  the funding o f  

the p riva te  sector has been through banks, which has also been 

the source most used by industry in  general. Although banks are 

ob liged  to  make certa in  quotas o f  investment, the proportions o f 

th e ir  funds ava ilab le  fo r  free  use is  much higher than the 

savings banks' ,  which are much more re s tr ic ted  in  hov they 

u t i l is e  th e ir  resources. In any case the high le v e l  o f  

government con tro lled  finance is  noteworthy, and th is  h ig h light» 

the use that has been made o f  the fin an c ia l system as an instrument 

to  d irec t economic a c t iv ity .

In the stock market, a d is tin ction  must be made between public 

and p riva te  issues, reference being made here to  the la t t e r ,  

without including those o f  the fin an c ia l in s titu tion s .

? r iva te  sector issues may be c la s s if ie d  as:

-  Issues o f  money market bonds, which include le t te r s  o f  c red it 

negotiable on the stock exchange and other types, which 

represent a rea l novelty i  H wu£ Spanish system.

-  Issue o f  fix ed  in terest bonds. As already mentioned, these 

were unimportant u n til i 960 but then boomed, although they 

were essen tia lly  absorbed by the p r iv ileged  funding groups 

which w i l l  be described la te r . Since the c r is is  th e ir  growth 

halted in  1973-1971*» recovered in  1976 and 1977, and f e l l  again 

in  197S.
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-  Issue o f  variab le  in te res t bonds. The issue o f  ordinary shares 

had tra d it io n a lly  been much greater than debentures, u n til the 

c r is is  reversed th e ir  r e la t iv e  a ttra c tion s , in  1976 -  that is ,

SCS£Vh&w IstcIT•

The to ta l  o f  these issues amounted to  20-25? o f  the funding o f 

the p riva te sector,

P r iv ile g ed  funding

P r iv ile g ed  funding groups are ju s t i f ie d  by the need to  encourage 

the development o f  certa in  sectors or a c t iv i t ie s ,  the features 

o f  which are that they need a great deal o f  investment and/or 

they are considered o f  v i t a l  importance to the economy as a 

whole. So the p r iv ile g ed  groups are an essen tia l to o l in  the 

management o f  Spanish in d u str ia l development. Even though they 

were started  with the ob ject o f  ensuring finance fo r  particu la r 

economic sectors or agencies, they constitu ted a rea l p r iv ile g e  

fo r  those who received  th is  type o f  financing, in so fa r as in teres t 

rates considerably lo ve r  than -chose in  tne market-place were 

eventually established.

The to ta l cost o f  p r iv ile g ed  funding rose from 202,000 m illion  

pesetas in  1962 to somewhat over U b i l l io n  in  1979» an increase 

o f  20 times. In f ir e d  terms, the increase has been greater than 

the rate o f  growth o f  the economy, increasing on a r is in g  curve. 

Over the whole period 1962-1975, the savings banks have been the 

main source o f  funds (39? ), fol_Lowed oy p riva te  banking ( 29? ) ,  

government c red it (23?) and the Bank o f  Spain (9 ? ).

In 1962 p r iv ileged  funding amounted to  36? o f  the resources outside 

the c red it system, r is in g  to  a marimum in  1969. At present i t  

amountr to  37?.
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As is  shown in  the corresponding tab le  in  the annex, p r iv ileged  

funding is  carried  out by the Bank o f  Spain, the banking sector, 

savings banks and government cred it through various mechanisms,
Vioe rmAm ^«0 v u e  u ¿ u  j  e c u ' a  «

I t  was begun when machinery was set un to  fa c i l i t a t e  the cheap, 

i f  not fr e e , funding o f  f i r s t l y  the Exchequer's d e f ic its  and

1  C C '« * C w  y  v m ^  a u ' v w  w w v o w  w a  v C a  v O X U  p u u J L X C  U U U 1 C « )  •

Financing was the resp on s ib ility  o f  the Bank o f  Spain in  the 

f i r s t  p lace; then o f  the banks through the issue o f  discountable 

debt as previously explained, which was la te r  replaced by an 

ob liga tion  to  keep a quota o f the deposits o f  th ird  parties  

•covered by public investments, a sim ilar ob liga tion  to that 

already imposed on savings banks.

P r iv ileged  finance fo r  the private sector appeared in  ea r ly  i960 
when the p o s s ib il ity  was established o f  banks automatically 

rediscounting with the Bank o f  Spain loans granted under certa in , 

always favourable, conditions to sectors or a c t iv it ie s  authorised 

by the government. In  1971 th is  system was replaced by today's 

ob ligation  on the banking sector to  d irec t 5 i o f  i t s  deposits 

in to  the financing o f  shipbuilding and other ca p ita l goods and 

3i to exports. Banks also have to a lloca te  13i o f  th e ir  deposits 

to  acquiring Treasury b i l l s ,  the proceeds o f  which the Treasury 

uses to  finance o f f i c ia l  cred its .

However, in  the early  60's the situation  at the Treasury was such 

that i t  had no need o f  new issues to be placed with the savings

banks, and so, instead o f  reducing th e ir  quota o f  public funds, 

they were authorised to use th e ir  quotas to buy the stock o f  

public and private companies as d irected by the government. 

These acqu isitions, together with th e ir  ob liga tion  to a llocate
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a part o f  th e ir  funds to  loans fo r  sp ec ific  a c t iv it ie s  -  

construction o f  community housing, agricu ltu re, e tc . now make 

up the p r iv ile g ed  financing a c t iv i t ie s  hy the savings banks.

Government c red it  w i l l  now be analysed.

As mentioned, the philosophy o f  p r iv ile g ed  groups has been 

widely opposed, because it involves disguised subsidies and 

the a r t i f i c i a l  maintenance o f  certa in  a c t iv i t ie s .  There is  a 

tendency today to  replace th is  system with quotas fo r  loans o f  

over three years, with freedom in  in te res t ra tes , and without 

stipu la tion  as regards sectors benefiting.

Government c red it

The O f f ic ia l  Credit Agencies (EOC)* perform an important ro le  as 

suppliers o f  funding fo r  investments o f lo ca l bodies, housing, 

agricu ltu re , industry and other sectors. Their ob jec tives , 

defined in  3971, were to  give p r io r ity  to  a c t iv it ie s  included 

in  the development plans, d irec t th e ir  operations towards medium 

and long term loans, w h ilst supporting the needs o f medium and 

small firm s, which had tra d it io n a lly  lacked support.

Hie basic source o f  finance fo r  the ECc's derives from endowments 

by the O f f ic ia l  Credit In s t itu te , most o f which comes from the 

Treasury, which in i t s  turn receives funds from the ob liga tory  

placing o f b i l l s  fo r  investments by the p riva te cred it system 

at in te res t rates below those o f  the market.

Zanco de Crédito Local, Bouco H ipotecario, Banco de Crédito 
a la  Construcción, Banco de Crédito A gríco la , Crédito Socia l 
Pesquero, Banco de 'Crédito Industria l and export cred it through 
the 3anco Exterior.
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Examination o f  the operation o f  government c red it ra ises the same 

questions as in  the case o f  the p r iv ile g ed  groups, and so has led  

to  a change in  i t s  courses o f  action:

. S e lectin g  c red it operations on the basis o f  p ro ject 

p r o f i t a b i l i t y .

. Securing the EOC's fin an c ia l s ta b i l i t y  by lim it in g  the 

app lication  o f  low in te res t rates in  c red it operations.

. And. o f  la te ,  obtaining an increasing proportion o f  i t s  

resources in  the home and fore ign  markets under com petitive 

conditions, which ra ises the cost o f funding, and reduces 

the gap between i t s  c red it  operations and those o f  the 

market.

I t s  importance in  the cred it system l ie s  in  the fa c t th a t, although 

i t  only constitu tes a l i t t l e  over 10? o f  the p riva te  sector c red it , 

as more than 90? o f  i t s  operations are medium or long term -  

averaging more than 8 years -  i t  is  one o f  the main investment 

finance channels.

The problems o f  the -public accounts d e f ic i t

From 1976 onwards, the public sector economy went in to d e f ic i t ,  

which grew from 22,000 m illion  pesetas in  that year to  UOO.OQC 

m illion  in  1980, as a resu lt o f  the s ta te ’ s absorption o f  the 

socio-economic costs o f  the c r is is  (support fo r  firm s, unemployment 

subsidies, e t c . ) .

Thus while u n til the 70's  the public sector generated considerable 

savings, the growth o f  current expenditure over revenue has 

resu lted  i 1 the almost to ta l disappearance o f public reserves.
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Spain's problem is  in  absolute terms less than that o f  other 

s im ilar countries, since our d e f ic i t  is  3.U? o f  GDP. I t  is  

serious because i t  has only recen tly  appeared and is  rap id ly  

growing ( i t  was 1.9* in  1979). Funding th is  d e f ic i t  in  an 

in fla tion a ry  economy with a la rge  d e f ic it  in  the balance o f  

payments poses a series  o f  d i f f ic u lt ie s .

Covering the d e f ic i t  has been done in  i measure by fore ign  

finance, by in terna l issues o f  public debt to  a certa in  value, 

and above a l l  by c red it from the fomic o f  Spain, which been 

forced to  run l iq u id ity  down by placing bands with the hanking 

system. This p o licy  has led  to  a reduction o f  funding o f  the 

private sector, and i t s  becoming more expensive, in  p a ra lle l 

with the e ffe c ts  produced in  in ternational markets.

Current trends in  the fin an c ia l system

At the beginning o f  paragraph 2.1. i t  was explained that the 

recent course o f  Spanish fin an c ia l p o licy  has been towards 

lib e ra lis a t io n  o f  the system.

Since the S tab ilisa tion  Plan o f  1959, the Spanish economy began 

a process o f  progressive opening up to  the outside world, which 

is  evident both from the importance o f  imports and experts o f  

goods and services in  GDP (1C? in  1959 and over 30? in 1Q8o ) 

and from certain  features o f  fin an c ia l transactions, although 

in the la t t e r  case lib e ra lis a t io n  was delayed. Thus the c r is is ,  

followed by the public sector d e f ic i t ,  and the balance o f  payments 

d e f ic i t  with i t s  connected need fo r  greater external finance, 

together with t.h* fo r  a more rigorous a lloca tion  o f  economic,

financia l and physical resources, has led  to  the requirement to 

l ib e ra lis e  further the financia l system in  order to  adapt it3  

development to the evolution o f  the in ternational money market.
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L ib era lisa tion  o f  the fin an c ia l system began tim id ly  in  197  ̂ and 

was strengthened in  1977 and 1981. The trends are towards:

-  bringing money in te res t rates c loser to market ra tes ^

-  reducing the outflow  o f  resources in to  sectors and a c t iv it ie s  

decided by the government -  by reducing the quotas re fe rred  

to  above

-  opening up the market to  greater com petition.

These ob jectives  have been put in to  operation in  the fo llow in g  

ways:

L ib era lisa tion  o f  lending and borrowing ra tes , except fo r  sums 

under 1,000,000 fo r  a period  o f  under 6 months; lib e ra lis a t io n  

and rev is ion  o f  the standards fo r  se ttin g  up banks and savings 

banks; ab o lit ion  o f  regulations to  define the operations o f  

commercial and in du str ia l backs, thus leav in g  them to  sp ec ia lize  

as they think f i t ;  authorising savings banks to  undertake other 

kinds o f  banking a c t iv i t ie s ;  widening the f ie ld s  o f  action  o f  

cooperatives and ru ra l c red it banks; regu la ting the fore ign  

banking sector (there were 5 fore ign  banks in  197* and 23 in  

1980); widening the money market so that a l l  kinds o f  financ ia l 

in s titu tion s , and not only banks, have access to  i t ;  gradual 

reduction o f  ob liga to ry  quotas fo r  investments and sp ec ia lly  

regulated c red it ; creation  o f  the Deposit Guarantee Fund fo r  

banks and savings backs; new forms o f  issue o f  public debt at 

market rates o f  in te re s t ; reform o f the stock market with nev 

regulations about fin an c ia l information, orders and app lications, 

market presentation, stock exchange contract le t t e r s ,  e tc .

4
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2.2. External finance

In the past 20 years the Spanish economy has received an increasing 

flow  o f  external finance, in  the form o f  investments and loans, 

which has formed a substantial addition to  in terna l financ ia l 

resources, contributed to  the rapid economic development o f  the 

country and, over certa in  periods( * ) ,  to covering d e fic its  in 

the balance o f  payments on current account. An idea o f  the 

magnitude o f  th is  phenomenon can be gained from the fact that 

about a f i f t h  o f  the outside resources used in  our economy have 

been o f  fo re ign  o r ig in . As fo r  th e ir  impact on the balance o f 

payments, they notably ra ised  fore ign  reserves during the 1959-62 

period o f  surplus on current account; in  1962-69, when there was 

a d e f ic i t  on current account, nhey compensated i t ,  with increases; 

and in  1970-73, with new surpluses o f  the current balance, they 

gave a further l i f t  to  the reserves. Only in  the period 1974-77 

was there a f a l l  in the reserves, although they remained at a 

high le v e l .

As fo r  the proportion o f  investments to  loans, u n til 197  ̂ the 

former were much la rg e r , but the situation  changed in  the second 

h a lf o f  the 70 's , when cred its considerably exceeded investments.

In fa c t , from i960 to  197  ̂ net investment to ta lle d  335,000 m illion  

pesetas, as against 225,000 m illion  in  loans. In  1975-1980, the 

reverse applied, when investments were 400,000 m illion  and loans 

rose to 800,000 m illion  because o f  e f fo r ts  to a ttract foreign

(* )  In fa c t , in the middle 60's and middle 70 's.
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funds, in  order to  deal v ith  the e ffe c ts  o f  the petroleum c r is is .

Investments in  •property ( * )

Die 1959 S ta b ilisa tion  Plan involved a rad ica l reform o f  the 

le g is la t io n  on the entry o f  fore ign  cap ita l, and favoured the 

acqu is ition  o f  fo re ign  technologica l and fin an c ia l resources; 

although the general norm in  th is  respect became less  perm issive, 

the favourable attitude o f  the Spanish government to  the penetration 

o f  fo re ign  cap ita l in  our country must not be forgo tten , fo r  i t  

has had profound e ffe c ts  on our economic a c t iv ity .

B as ica lly , the ob jec tives  o f  the l ib e ra lis in g  measures were:

. To ra ise  the a b i l i t y  o f  the system to  create ca p ita l, 

by adding fo re ign  contributions to  that ava ilab le  from 

domestic sources.

. To increase the rates o f  investment and thus to  achieve 

higher le v e ls  o f  production and employment.

. To introduce more advanced production techniques, and 

increase firm s' p rodu ctiv ity .

. To achieve equilibrium  in  the balance o f payments, by 

compensating the chronic d e f ic i t  on current account with 

p o s it iv e  figu res in  the cap ita l account, and also to  reduce 

the former by ra is in g  export poten tia l.

( * )  D irect investments, p o r t fo lio  investments, investments in 
rea l es ta te , and other forms o f  investment.
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The p rinc ipa l measures o f lib e ra lis a t io n  introduced were:

. Total freedom o f  fo re ign  investment, without discrim ination 

or re s tr ic t io n s , up to  50% o f  company cap ita l. Investments 

exceeding th is  ra tio  had to be submitted fo r  p r io r  approval 

by the Council o f  M inisters ; from 1963 "to 1973 there were 

no re s tr ic t ion s  in  most sectors. Enterprises connected with 

defence, the media and public services were excluded.

. Guaranteed tran s fer o f  p ro fits  in to fore ign  exchange, 

without any kind o f  lim ita tion .

. P o s s ib ility  o f disinvestment, with authorisation fo r

conversion and transfer o f  cap ita l invested, together with 

any cap ita l gains.

. Access to  in terna l c red it: firms having less  than 25%
fo re ign  cap ita l were not lim ited  in  th is  respect; i f  

fo re ign  partic ipa tion  exceeded 25%, they were allowed to  

obtain medium and long term cred it up to  50% o f  th e ir  

cap ita l; to  exceed th is  proportion, the government 

required an equal percentage o f foreign  cred its to  be 

obtained.

This le g a l framework, together with other factors such as the 

country' 3 p o l i t ic a l  s ta b i l i t y ,  the existence o f  a large market 

protected against fo re ign  competition, the generous tax regime,
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and the lo v  le v e l  o f  wages, led  to  an expansion o f  foreign 

investment, coinciding with a period o f technological and 

financial. Surplus in  the advanced weste^m economies.

Between I960 and 1979, investment in  property to ta lle d  635*000 

m illion  pesetas, o f  which 312,500 was d irec t investment, 258,000 

m illion  in  rea l esta te , and the rest in  p o r t fo lio  investment.

D irect investment played a very important part in  Spanish economic 

development, as is  evidenced by the fact that 215 o f  the to ta l 

income generated by industry is  estimated as a ttribu tab le  to  

foreign, cap ita l. Real estate investment has been massive and 

growing, linked to  the development o f  tourism and the construction 

boom.

Hie weakest component o f  fore ign  investment comprises p o r t fo lio  

investment, which is  la rg e ly  speculative in  p ro f i le  and has 

re fle c ted  the relationsh ip  between share le v e ls  on our stock 

market and those on the world markets. Thus when external markets 

are moving upwards, foreign  cap ita l does not come to  the Spanish 

markets, and when there are large r ises  in  Spain, disinvestment 

fo llow s. Foreign investment has remained at about 55 o f  the to ta l 

business on the Spanish stock exchanges, concentrated in  the 

sectors o f  banking (305), e le c tr ic a ls  (205), rea l estate (165), 

veh icles and s tee ls  and other metals.



Foreign ca p ita l penetration

D irect fo re ign  investment uas concentrated on the most dynamic 

sectors o f  the Spanish economy, in  particu la r the chemical industry 

and transport equipment. Over the whole period 1960-75, 3<1 .k% 
o f  investment went to  the manufacture o f  transport equipment,

18? to  the chemical industry, 8.1*? to  commerce, 9*2? to  machinery 

and 6.6? to  fo od s tu ffs •

According to  a study o f  companies with cap ita l exceeding 2 m illion  

pesetas, companies with fore ign  ca p ita l employ 1*7? o f  the workforce 

and produce 55? o f  sa les.

The industries l is t e d  below employ more than 30? o f  fore ign  

c a p ita l:

. O ffic e  machinery and computers (73.3?)

. Cars and engine manufacturing (66.9?)

. Paints and dyes (66.U?)

. Machinery and tractors  (59-7?)

. Rubber processing" (1*6.8?)

. Photographic m aterial (1*1.3?)

. Soap and cosmetics (41.7?)

. Organic chemicals (38.!*?)



. Car parts (35-2Î)

. Dairy products (35-5 Î)

, P*»trooh«Miri noi bag»d products ( 31 . 3Ï }

In sum, the industries o f  greatest technological penetration 

are the most dynamic, p ro fita b le  and productive, and have the 

greatest technologica l content. In fa c t ,  foreign  investment 

has contributed to  ra ise  the productiv ity  o f  firms and -ïuippov»  

th e ir  management. Hie presence o f  fore ign  cap ita l in  Spain is  

fu rther i l lu s tra te d  by the fo llow ing s ta t is t ic s  fo r  1973: o f

the 300 la rg es t m ultinationals, 209 have subsidiaries in  Spain, 

173 o f  them fo r  production and 36 fo r  marketing, while 166 have 

technology transfer contracts.

Foreign investment and the balance o f  oaywont.g

The expansion o f  economic a c t iv ity ,  linked with fo re ign  investment, 

has produced an absolute increase in  exp ore capacity. I t  him 

been pointed out that firms with fore ign  cap ita l partic ipa tion  

have th e ir  export poten tia l lim ited  by res tr ic tion s  imposed by 

parent companies, in  lin e  with the multinational p ractice o f 

market d iv is ion , w h ilst at the same time having a greater 

propensity to  import because o f  th e ir  connection with in ternational 

supply networks. Even i f  these factors operate in  p ractice , i t  

has to  be recognised that foreign  market penetration is  fa c i l ita te d  

by means o f  m ultinationals' commercial networks. According to
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recent research, companies w ith fo re ign  pa rtic ip a tion  export more 

than those without, but they a lso  import to  a greater exten t, and 

thexr cctSuercial balance is  thus negative. From the behaviour o f  

fo re ign  subsid iaries in  th is  respect i t  allows one to  suspect that 

they are more d irected  towards strongly protected lo c a l markets, 

thereby contributing to  import substitu tion , than they are to  

using Spain as an export base. Hence, in  197^, m ultinational 

firms which had established themselves in  our country were ob liged  

to  f u l f i l  certain.minimum export requirements, equal a t le a s t  to 

the average o f  the in d u str ia l sector to  which they belonged, 

negotiations with the la rge  fo re ign  firms that wished to  set up 

in  Spain such as FORD, GEHERAL MOTORS, e tc . have been conducted 

along these l in e s .

Another relevant fa c to r  concerning the balance o f  payments is  

the growing amount o f  net payments abroad fo r  techn ica l assistance 

and patents; the negative balance on th is  item  rose from a 

thousand m illion  pesetas in  1961 to  27,000 m illion  in  1979. In 

th is  respect, i t  is  noteworthy that in  the m.d-70's these negative 

balances exceeded the rece ip ts  from d irec t investments. Furthermore, 

payments o f  dividends and fo r  techn ical assistance rose from 20? 

to  55? o f  the receip ts o f  p riva te  long term cap ita l between i 960 
and 1978.
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Summnry o f  the e ffe c ts  o f  foreign  investment

Foreign investment has contributed to  ra is in g  the productiv ity

o f  firm s, modernising machinery, and improving management and /

working conditions. In fa c t , the most productive industries and

those o f  most rapid growth have been those where fo r e ig i  cap ita l

has come in . This has made a decis ive contribution to the balance

o f  payments, even though payments o f  dividends and fo r  technical

assistance have reached very high le v e ls ,  and the conmercial

balance o f  fore ign  subsidiaries is  in  d e f ic it .

Foreign investment has been a means o f  introducing advanced 

techniques, although a negative aspect o f  th is  has been the high 

le v e l  o f  technologica l dependence produced in  our economy, as is  

shown by the fa c t that payments fo r  patents and technical assistance 

amount to  h a lf  the to ta l expenditure on technology. I t  is  worth 

stressing that in  1970 Spain acquired 7,000 patents- This is  

connected with the very low rate o f  expenditure on research and 

development -  0 .3 i o f  GDP. So Spain's character as a very dependent 

country must he underlined, with few sources o f  energy, a low le v e l  

o f  technology, and one whose basic industries (chemicals, pharmaceuticals) 

depend to a great extent on the m ultinationals.



F in a lly , the high degree o f  fo re ign  penetration in  certa in  key 

sectors involves a great dependence on fo re ign  decision-making,
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the need to  make a rea l e f fo r t  in  the f i e ld  o f  research and 

development.

Foreign debt

Foreign indebtedness is  a r e la t iv e ly  recent phenomenon o f  the 

Spanish econony, and has only become o f  importance through the o i l  

c r is is .  In  1973 the fo re ign  debt was 3,500 m illion  d o lla rs , h a lf 

the amount o f  reserves plus exports o f  goods and serv ices. Even 

i f  i t  arose but la t e ly ,  i t  is  also true that recourse to  fore ign  

cred its  has grown spectacu larly, increasing by seven times between 

1973 and 19@0, while GDP only increased 2.5 times. This was due 

to  the necessity  to  compensate fo r  the worsening o f  the re a l rate 

o f  exchange, which led  to  a la rge  imbalance in  current fore ign  

business.

The expansion o f  the in ternationa l money markets favoured fore ign  

funding o f  the Spanish e con any in  1975-77. The need fo r  public 

d e f ic it  financing and the currency re s tr ic t io n s  which accompanied 

the 1977 devaluation, increased the recourse to  fore ign  markets.

The process was checked in  1978 when the growth in  the current 

account d e f ic i t  was interrupted, and i t  surged forward again with 

the second o i l  c r is is  o f 1979 and continued in 1980.

Recourse to  the in ternational fin an c ia l markets during the o i l  

c r is is  was started  by the public sector as a resu lt o f  the appearance 

o f  a budget d e f ic i t ,  and the need to  fund the losses o f  the 

enterprises o f  IN I. The p riva te  s ec to r 's  recourse abroad continued 

to increase (56* in  1981), and the reduction o f  the p r iv ile g ed  

funding groups and the tra d it ion a l narrowness o f  the cap ita l 

market contributed to th is .
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In 1981 the private sector took up 582 o f  the foreign  debt, 

concentrated in  a fa i r l y  *«*11 number o f  firm s, prominent amongst 

•which were e le c tr ic a ls  and motorway concessionaires.

A characteristic of the Spanish debt is that it has been obtained 
from private financial organisations, at market rates (902 of 
the total debt). Foreign public capital has played a relatively 
modest role; in this respect, note may be taken that the World 
Bank's contributions during the development period were limited.
Over a period o f  15 years (1963-1977) the World Bank len t Spain 

U78 m illion  d o lla rs , fo r  a to t^ l o f  12 p ro jects . This scanty 

contribution was due to  Spain's delay in  turning to the IBRD fo r  

help, and th is  prevented our country from ben efitin g  during a 

period o f  great need fo r  in frastructures, and o f  weak in du stria lisa tion .

Another important aspect of our foreign debt is the long loan 
periods, which are progressively increasing (half is for 5 or more 
years), and their concentration in'floating rate loans (852 of the 
total) which has led to their rapidly becoming more expensive: the
average interest rate rose from 6.72 in 1973 to 13.62 in 1981.

It is appropriate to consider how heavily its foreign debt weighs 
upon the Spanish economy, and its consequences for our level of 
external solvency. Although a high level of indebtedness exists, 
the situation cannot be called in any way dangerous. Compared
with other countries the ratio of interest payments to exports

. • , ^ ^u&s uox reacn,eci & ¿xxgn j..u ty u v  cwmi» arcu «¿wii

fo r  Portugal, U12 fo r  Mexico, 25.82 fo r  Turkey, 17-22 fo r  Great 

B rita in . The fo llow ing indicators lead to s im ilar conclusions:

a) Total debt servicing/GNP
b) Total debt servicing/Exports
c) Heserves/Credit taken up
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The figu res fo r  these ra tio s  are acceptable and do not threaten 

our solvency. The f i r s t  o f  them has reached a value o f  2 fo r  

Spain, compared with 5-7 fo r  B ra z il, 5.6 fo r  Mexico and 3.8 fo r  

Greece. The second is  11.9, much lower than the 20% l im it  vhich 

the World Bank uses to  judge a country's s itu a tion , f in a l ly  the 

ra t io  o f  reserves to  c red it  taken up is  97.7 in  Spain, a very 

comfortable figu re .

A l l  th is  is  confirmed by analysing Spain's pos ition  in  the 

in ternationa l ranking o f  borrowers and i t s  pos ition  in  re la tion  

to  the in ternationa l banking community. In the ranking published 

by 2URCMDHEY in  October 1981, Spain is  placed (a t  number 20) in  

the f i r s t  category o f  borrowers in  terms o f  r isk ; out o f  seven 

categories l is t e d ;  nevertheless, the h i ¿a current propensity 

o f the Spanish economy to  borrow abroad causes a s lig h t hardening 

o f  the spreads.

In sum, the high le v e l  o f  recourse to external funding by the 

Spanish economy must be stressed, and also the ro le  o f  th is  in  

balancing the d e f ic i t  during the o i l  c r is is ,  without compromising 

our external solvency. A l l  the same, i t  would seem prudent to  

slow down the rate o f  increase o f  indebtedness, and to  adjust 

the Spanish economy more firm ly  to  the new in ternational 

conditions.
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1. DEVELOPMENT OF GROSS DOMESTIC PRODUCT, INDUSTRIAL OUTPUT 

AND GROSS FIXED CAPITAL FORMATION IN REAL TERMS 

(Index I960 = 100)

TEAR Gross Domestic 
Product

Industria l
Output

Gross Fixed 
Capital Formation

I960 100 100 100

1961 112 116 125

1962 123 127 11*0

1963 132 11*1 155

196U 139 158 178

1965 11*9 177 1

1966 162 198 227

1967 171 210 256

1968 182 221 278

1969 197 251 309

1970 m 209 263 328

1971 219 280 319

1972 238 320 369

1973 259 351 1*22

1971* 275 376 1*50

1975 278 376 1*32

1976 286 389 1*23

1977 293 1*01* 1*18

1978 302 M5 399

1979 307 1*29 392

1980 312 U33 397

Source: Research services o f  the 3ank. o f  3ilbao



2. AVERAGE RATES OF GROWTH OF GDP AND GROSS FIXED CAPITAL FORMATION

IN SPAIN AND THE OECD

GROSS DOMESTIC PRODUCT GROSS FIXED CAPITAL FORMATION

1961-65 1965-70 1970-75 1975-00 1961-65 1965-70 1970-75 1975-0C

Spain 10.3 7.5 6.1 2.1 19.0 7.1 6.0 -1.9 1
Ox

OECD 5.7 .9 3.0 2.»» 0.6 5.2 1.3 0.7 on
1

Source: Spanish Confederation o f  Savings BankB



3. DEVELOPMENT OF POPULATION. EMPLOYMENT AMD PER CAPITA INCOME 

IN 1970-1980 (r e a l percentage change)

YEARS

CATEGORY
1970-197H
annual

cumulative rate
1975 1977 1979 1980

O verall population 1.01 1. oi* 1.19 0.9 0.9

Population at work 1.2 1.1* -0.1 -1.9 -3 .3

Per cap ita  income 5.9 -0.7 1.7 -o.U - 0.5

( * )  estimate



**. DISTRIBUTION OF GDP BY PRODUCT SECTORS

Agricu lture 
and fish in g Industry Construction Services

Structure a«. constant 196*» prices 
as a percentage o f  GDP

Year 1955 22.10 25.96 6.69 **5.25

Year i 960 22.3** 28.72 5.**8 **3.»*6

Year 1965 16.31 3*». 12 6.57 **3.00

Year 1970 13.75 36.33 7 . **0 **2.52

Year 1975 11.1*9 38.90 6.50 *43.11

Year 1980 10.28 3**.06 •*.99 50.67

Source: Bank o f  B ilbao: National income o f  Spain and i t s  d is tr ibu tion  by provinces.



5- DEVELOPMENT OF GDP AT CONSTANT PRICES

(annual ra te  o f  growth) 

1955-80

Agricu ltu re 
and fish in g Industry Construction Services TOTAL

1955-1975 2 .>* 8.01 5.69 5.59 5.8»*

1955-1960 2.57 li.lil* -1.61* 1.52 2.35

1960-1965 1.65 12.0»* 12.23 8.02 8.25

1965-1970 3.1*1 8.3b 9-59 6.77 7.01

1970-1975 2.12 7.31 3.13 6.1»* 5.85

1975-1980 2.27 2.20 -2 .5 1* 2.60 2.13

_
Source: Dank o f  Bilbao



6. DEVELOPMENT OF INVESTMENTS PROiXJCTIVITI IN OECD COUNTRIESC )

Countries I/GDP Marginal re la tion sh ip  
o f  cap ita l to  output

Investment
produ ctiv ity

GDP per cap ita  
in | (197M

Canada
(1970-7*»)

0.22 U.32 0.23 6,U6U
USA 0.17 5.83 0.17 6,598
Japan 0.36 6.32 0.16 '*,152
Austra lia 0.28 5.53 0.18 5,877
Belgium 0.21 H. U 5 0.22 '•,388
Denmark 0.22 7.80 0.13 6,026
Finland 0.26 5. Vo 0.19 '•,712
France 0.25 5.11 0.20 5,061
Germany 0.26 8.89 0.11 6,195
Greece 0.25 5.59 0.18 2,139
Iceland 0.30 5 .**5 0.18 6,280
Ireland 0.23 6.86 0.15 2,180
Ita ly 0.20 5.77 0.17 2,706
Luxembourg 0.26 6.53 0.15 5,987
Netherlands 0.2** 6.2 h 0.16 5,109
Norway 0.30 7.3 2 0.1U 5,8*17
Portugal 0.19 2.88 0.35 1,507
SPAIN 0.22 h .Mi 0.23 2,090
Sweden 0.22 8.11 0.12 6,878
Switzerland 0.29 9.81 0.10 7 ,3»«0
Turkey 0.18 2.70 0.37 7**8
United Kingdom 0.18 6.62 0.15 3,371

AVERAGE 0.2*( 6.00 0.18 *•,621

( * )  Economic Compendium. Spanish Confederation o f  Savinga Banks.



7. EMPLOYMENT PER UNIT OF OlfJPUT AMI) INVESTMENT PER EMPLOYEE 

1965-1971*

Number o f  employees 
per m illion  do lla rs  

o f  value added

Average annual investment 
per employee (thousands o f  
1970 d o lla rs  per person)

OECD average 62 -

EEC average 71 -

I ta ly 88 1.7

Greece 96 2J|

Spain 112 1.3

United Kingdom 128 1.U

Portugal 161 0.7

Source: Información Comercial Española
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8. DEVELOPMENT 0? THE RETAIL PRICE INDEX
( pciTCcIl SZHwmI  ImCa CSwC )

YEARS Rate of increase ( % )

1960
1961

1962 

1963 

196U

1965

1966
1967

1968

1969

1970

1971

1972

1973 

197U

1975

1976

1977

1978

1979

1980

1.6
2.0
5.7

8.7 

6.9

13.2
6.2
6-5
K n

2.3
5*6

8.3
8.3 

11 . k
15.6 

17.0
17.6 
2U.lt 

19-7

15.6
15.5

Source: I.N.E



9. DISTRIBUTION OK HIE WORK FORCE IN SPAIN

YEAR TOTAL EMPLOYMENT AGRICULTURE 
AND F18HIN0 CONSTRUCTION INDUSTRY SERVICES

lliouaands X Thousands 'ilvussnds JL Thousands J l__ Thousands 1 _

1955 11»96U.3 100 5,372.0 44.9 754.4 6.3 2 ,7 0 0 .6 22.6 3,137.3 2 6 . 2

I960 11,640.9 100 4,855.8 41.7 797-0 6.8 2,874.4 24.7 3,117.7 2 6 . 8

1975 13,351.2 loo 3,059.0 22.9 1,315.5 9.9 3,593.2 26.9 5,333.5 40.3

1980 11,376.0 100 2,135.5 18.8 1,024.6 9.0 3 ,1 0 3 . 3 27.3 5,112.6 44.9

- 508.3 -3,236.5 + 2 7 0 .2 + 402.7 +1,975.3

Source: Bank o f  Bilbao



to . DEVELOPMENT OF *WE APPARENT PRODUCTIVITY OF LABOUR INPUT 

(Cumulative rates o f  annual increase)

Agricu lture 
and fish in g Industry Construction Services GENERAL

1960- 196*4 . 6.18 12.09 8.77 5.53 8.07

196*4-1971 »i .et 7.11 *4.56 3.^5 5.86

1971-1975 6.69 7.12 1.93 3.9U 5.88

1975-1980 7.58 5.27 » 1.23 2. *»9 I4.36

Source: Sank of Bilbao



11. INFLATION AMD UNEMPLOYMENT IN 'HIE SPANISH ECONOMY

(1977-1980)

~ " ' ___ Years

Index ' — 1977 1978 1979 1980

R eta il p rice  index 
(% annual change) 2»». 5 19.8 15.7 15.5

Price  index re la ted  to GDP 
(Ji annual change) 22.8 20.0 16.7 12.9

Registered unemployed 
(in  thousands o f  persons) 662 908 1,130 1,1» 16

Unemployed as a percentage 
o f  a c tiv e  population 5.0 6.9 8.6 11.0

Unemployed in  industry as 
a percentage o f  i t s  a c tive  
population 5.1 6.7 8.0 10.1»

Source: I.N .E . and I.N.E.M .



12 DEVELOPMENT OF PRODUCTION OF A RANGE OF INDUSTRIAL OOODB 

(thousands o f  tonnes)

t

Product I 960 I960 Qrovth factor 
(1960-1980)

S tee l 1,919 12,553 9.8
Cement 5,23^ 26,009 8.7
F e r t i l is e r s U17 2,273 8.8
Paper pulp 292 1,9**5(«) 10.5
Paper and cardboard 3»* 1 2.186(a) 1 0 . 3

Sulphuric acid 1,132 2.950(a) •».9
Petroleum d is t i l la t e 5,825 1(6,822 11.2
E le c t r ic ity  (m illion  kWh) 18,61U 110,553 9.3
Motor cars (thousands) 39 1,025 17.8
Ships (GHT) 167 558 6.2
Telev is ion  rece ivers  
(thousands) 39 1,110 18.2
Washing machines 
(thousands) 77 898 13.1

( * )  1979
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13. SIMfAB? OF THE MAIN ACTIVITIES OF THE ENTERPRISES IN- WHICH 
COMPARED t f m  TOTALS FOR SPADJ (1980)

Product*

Mineral energy:
Coal
Lignite
Anthracite

Electrical energy: 
Hydroelectricity 
Conventional thermo
electricity

Unclear thermoelectricity
Distilled erode oil
Gasification of LKG
Distribution of LPG
Chemicals, petrochemicals
and fertilisers:
Ethylene 
Propylene 
Polyethylene (LD) 
Polyethylene (HD) 
Synthetic robber 
Acrylonitrile •
Aanonia
Hitrie fertilizers ' 
Chemical wood pulp 
Man-made fibres 
Potassium chloride

Steelmaking:
Steel

Aluminium:
Metal
Sheet

Shipbuilding:
Ships laid down 
Ships handed over

Vehicles and tyres:
Motor cars 
Industrial vehicles 
Tyres

Aircraft construction: 
Aircraft built

Foodstuffs:
Treated milk 
Tomato paste 
Tinned meats

Units m i

Thousands t. 5,198
Thousands t. 13,100
Thousands t. 11*0

GWh 3,257

GWh. 23,101*
GWh. 790
Thousands t. 18,31*9
Thousands t. 16,861
Thousands t. 2,1*08

Thousands t . 553
Thousands W 188
TSi firman t 163
Thousands w • 51
Thousands t 65
Thousands w • 65
Thousands t . 31*3
Thousands t . 1,157
Thousands t . 1*17
Thousands t . 20
Thousands t . 228

Thousands * 5,31*5.8

Thousands V • 265.3
Thousands k* 1*3.1

Thousands GRT 518.3
Thousands GRT 1*17.8

Thousands units 293.5
Thousands units 25.9
M illions units 23,1

Units 50.0

Thousands 1*30.0
Thousands * u « 9.5
Thousands t . 10.1*

INI PARTICIPATES

INI as a percentage 
of national totals

58.9
07.5
3.6

10.6

30.9
15.2

37.6
100.0
100.0

78.3
65.7 
1*5.7 
1*0.5

100.0
100.0
38.0
1*2.2
35.6
52.8
3U.6

1*2.2

68.6
50.7

9C.6
82.3

28.5
1*5.3
58*2

100.0

16.8
22.1
21.3

Source: R. Tamames. Estructura Economica de Espafla



1*4. OUTPUTS AND EMPLOYMENT IN SECTORS WHERE INDUSTRIAL REHABILITATION 
HAS TAKEN PLACE (1980)____________________________________________________

-----CATEGORIES

SECTOR
Number 
o f  firms

Value o f  
output 

(10? ptaa)

Number
employed

Reduction in 
number employed 
over 3 years

In tegrated steelmaking 3 195 >4 3,000 9,000

Special s tee ls 7 70 21,1400 6,6oo

Shi pbuilding 29 90 >40,000 8,000

Large yards 2 60 25,000 5,000

Small yards 27 30 15,000 3,000

T ex tile s 7,210 7 *»6 >420,000 >40,000

Domestic e le c t r ic a l  appliances 13 77 23,000 6,000

Portable e le c t r ic a l  equipment 2 20 7,>«16 1,620

T O T A L 7 ,26*4 1,190 55>4,816 71,220

Source: M in istry o f  Industry



15. DEVELOPMENT OF THE BALANCE OF PAYMENTS AMD 

(m illion s  o f  pesetas)

(Source: Registre) de Caja del B. Espaüa)

Years Goods 
( 1 )

Services
( 2 )

Transfers
(3 )

1961 11,1468 17,31*4 8,055

1962 - 31,927 2*4,860 10,*»51

1963 -  56,090 36,96*4 11,299

196*4 -  59,556 51,371 11,78*4

1965 -101,351 58,888 17,8*4*4

1966 -125,619 59,2*41 29,*4 86

1967 -115,932 53,151 27,500

1968 -120,522 68,066 31,110

1969 -1*t7,055 7*4,062 38,1*2*4

1970 -135,3*43 105,6*4*4 *»5,939

1971 -12*4,326 131,(65 53,7*46

1972 -177,573 159,916 62,710

1973 -208,317 167,505 73,811

197*1 -*4 32,973 176,107 65,870

1975 -*4l1,*l69 17*4,39*4 65,6*41

1976 -*189,160 1*16,561 76, *4 26

1977 -515,365 230,910 89,821
1978 -302,966 326,528 110,87*4

1979 -Ii90,l472 3*1*4,9*40 101, *433

1980 -878,1*42 353,170 1*43,*437



ITS PRINCIPAL COMPONENTS

Balance o f  
current account
( « • W O  + (2 )+ (3 )

Long term 
ca p ita l 

(5 )

O vera ll 
balance 

(6 ) -  (1*)+(5)

13,901 7,163 21 ,06*1
3,38*1 7,516 10,900

-  7,827 12, *405 *1,658
3,599 15,78*1 19,303

-2*1,619 11,770 -  12,0*19

-36,892 26,699 -  10,193
-35,201 27,976 -  7,305
-21.3**6 36,82*1 15,>178

-3U,569 30,036 -  >i,533

16,2*10 39,318 55,558

61,185 32,058 93,2*13

>15,053 56,9**0 101,993

32,999 *12.739 75,738

-190,996 101,719 -  89,277

-171 ,** 33 137,16*1 -  3*1,267

- 266,176 1*i0,8**3 -125,331

-195,176 219,155 23,979

13*i,*136 121,936 256,369
-  11*1,098 160,536 12*»,*136

-381,537 273,923 -107,905



16. COMPOSITION OF FQBEIGN TRADE ( * )

Exports

1961

A gricu ltu ra l products 
and foodstu ffs 55.2

Mineral products 10.0
Chemicals and p las tics 5-0

T ex tile s 7-1»

Footwear 0.7

Metals and derived 
manufac turing 8.2

Machinery and 
e le c t r ic a l  equipment 3.1

Transport m aterial 0.5

Other 9.0

TOTAL 100.0

Source: Documents on the Spanish Economy No.

J. Hequeijo



Importa

1980 19Ó1 1980

18.5 22.5 12.9

7.0 19.9 1*1.1

10.3 12.3 9.5

*».9 8.1 2.5

2.9 - 0.2

16.3 7-7 6.5

12.9 15.3 12.5

13.3 6.6 »* .6

13.9 7-6 10.2

100.0 100.0 100.0

12 . "The Spanish fore ign  d e f ic i t ,  an o v e ra ll view"



17. RECENT TRENDS OF SOME INDICATORS IM SPANISH FOREIGN TRADE (1976-1980)

1976 1977 1978 1979 1980

balance o f  trade (10.  ̂ US$) -7,327 -6,200 -M l -5,670 -11 ,t*6l

Total cover (? ) **9.9 517 70.0 71.7 60.9

Tota l cover excluding 
petroleum (? ) 66.2 75.6 93.6 99.0 93.5

Peti'oleum imports/exports 
o f  goods (? ) 51 -1» 1»3.8 35.6 35.9 5M1

Value o f  the peseta as a 
function o f  r e la t iv e  p rices (? ) 6.6 15.2 11.7 5.3 2.7

Source: Directorate General o f Customs, and other calculations



18. FUNDING THE PRIVATE SECTOR (in  thousands o f  m illion s  o f  pesetas) 1(1)

1971 1972 1 2 1 3 197? 1980

Issue o f stock 10*4. *4 123.6 157.0 162.14 198.2 2*42.6

. (money markets) (-) (-) (-) (-) (-) ( 27.5)

. ( f ix e d  in te re s t ) (*♦3-8) (50 .9 ) (68 .7 ) ( 69.*4) (92 .3 ) (11*4.9)

. (va r iab le  in te re s t ) ( 60.6) (72 7) (88.3 ) (93.0 ) (105.9) (100.2)

Loans from the c red it system 2*49.3 ‘ 27.1 639.7 (752.6 795.6 1 , 562.2
. (Bank o f  Spain) (-21 .0 ) ( - 0 .*.) (7 .8 ) (2*4.1) (3*4.2) (32.0 )

. Dianking sec to r) (207.3) (36*1.0) (510. *4) (55*).5) ( 567.D (1,136.0)

. (Savings Banks) (5*4.7) (68.2 ) (105.7) (139.6) (138.6) (261.2)

. (Government C red its ) * (8 .3 ) (-*4.7) ( 15.8) (3*4.*.) (55 .7 ) (133.0)

Public adm inistration loans 0.7 1.8 *4.9 5.3 3.9 1*1. *4

Cooperative loans 7.1 11.1 17.8 19. *4 3.9 6*4 .9

Total in terna l finance 361.5 553.6 819.*4 936.7 1.001.6 1.88*4.1

External finance *41.7 57.0 70.2 97-9 1*41.0 30*4.0

U nclassified *»6.0 32.7 5OJ4 80.9 8*4.9 79.9

Total *4*49.2 653.3 9*48.0 1,118.5 1,227.5 2 ,268.0

(1 ) Excluding fin an c ia l en terprises

Source: Memorandum by the Bank o f  Spain in 1901*





19. PORTFOLIO OF SHARKS AND LOANS

(thousands o f  m illion s  o f  pesetas)

Y FAR TOTAL PRIVATE 
BANKING SECTOR SAVINGS BANKS GOVERNMENT CREDIT

Thousands
m illions % Thousands

m illion s % Thousands
m illion s % Thousands

m illion s %

19b0 378. *4 100 259.1 68.5 73.6 19.5 *45.7 12.0

1965 911.1 100 600.2 65.9 202.2 22.2 108.7 11.9

1970 2,092.6 100 1,3*43.6 6*4.2 529.9 25.3 219.1 10.5

1975 5,627.1* 100 3,819.7 67.9 1 , *4 36 . *4 25.5 371.3 6.6

1980 13,532.3 100 8,763.2 6*4.8 3, 282.6 2*4.2 1 ,*486.5 11.0

Source: Bank o f  Spain s ta t is t ic a l  b u lle t in .



20. PRIVATE SECTOR CREDIT

YEAR

Total P riva te
banking sector Savings banks Government c red it

Thousands
m illions % Thousands

m illions *
Thousands
m illions

% Thousands
m illion s %

I065 665.6 100 1(81*. 8 72.8 72.1 10.8 108.7 16.3

1970 1,509.7 100 1,0»i2.1 69.0 . 2i»8. 5 16.5 219.1 1*« • 5

1975 3,196.2 100 3,196.2 7** -1 7*»5.3 17.3 371.3 8.6

1980 10, 582.0 100 7,530.8 71.2 1,911.3 18.1 1,139.9 10.7

Suux'ce: Rank o f  Spain.



21. DISTRIBUTION OF PHIVATE DEPOSITS WITH SAVINGS BANKS AND 'HIE BANKING SECTOR

r
V  L ‘  A 1)

PRIVATE BANKING SECTOR SAVINGS BANKS

Current
a/c % Savings

a/c 1 Time
deposits % Current

a/c % Savings
a/c *

Time
deposits %

I960 122,M2 53 73,176 31 30,110 16 5,*»95 7 5*»,5M 60 19,**97 25

1965 273,875 *•9 105,35»» 3»» 93,MO 17 15,099 7 150,991 72 **6,315 21

1970 t 77,062 M 322,369 20 35*1,225 31 *»O,021 7 322,966 56 211,060 37

1975 1, 277,202 1*0 726,»i76 23 1,155,092 37 158,792 10 701,520 50 c 30,639 *10

1900 2,375,907 33 1,232,155 17 3,621,3*»5 50 *»2*» ,057 11 1,900,077 50 1,M O ,773 39

Source; Bunk o f  Spain S ta t is t ic a l  B u lle tin s



22. THE CREDIT SYSTEM

FINANCIALLY PRIVILEGED GROUPS

(Percentages o f  resources from outside the system)

YEAR NET TOTAL NET TOTAL 
fctxcl. Bank o f  
Spain c red it  
to  the 
public sector

BANK OF 
SPAIN

PRIVATE 
BANKING SECTOR

SAVINGS
BANKS

GOVERNMENT
CREDIT

1962 35.7 30. »t 6.0 11.9 13.1 12.7
1963 35.3 31.0 5.0 11.0 11».5 12.8
196^ 3l4.8 29.3 5.9 10.1 1*» .7 12.8

1965 35. *» 30.6 5.2 10.8 15.5 13.8
1966 38.0 32.5 5.9 12.0 16.6 15.2

1967 hO. 5 3*1.1 6.7 12.9 17.8 15.6
1960 It 3.6 37-6 6.3 1*» .7 19.9 15.5
1969 •»5.5 39.1» 6.3 15. *4 21.6 15.0
1970 1<5.2 39.8 5.6 15.5 22.3 13.7
1971 1.2.6 39.0 3.7 15.8 21.6 11.9
1972 39.7 37.6 2.2 15.2 21.2 10.2
1973 37.2 35.0 2.3 13.8 20.2 8.9
1971* 38.2 3»i.8 3.0 11».1 19.1 8.0

1975 38.6 33.9 5.3 11».0 18.2 9.**
1976 38.5 35.0 1».1 11».7 18.5 9-9
1977 37.9 3*1.9 *».7 11».2 17.0 11.1

1970 37. *t 33.0 5.3 13.9 16.2 11.5
1979 37.7 32.1» 6.5 13.»» 15.0 12.2
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23- ндх дьиьхгха OF LONG хгди CAPj-lAL 

(m illion s  o f  pesetas)

TEAS
Priva te  investment 
o f  c a o ita i in  nronerty*

P riva te  investment Public 
o f  c a o ita i in  loans ca o ita i

I960 2 .9 5 7 Л 6,61+8.6 1,1*58.0

1961 3 ,Ь 6 7 Л 10,1+1+1*.8 1 ,6 8 7 .8

1962 5,1*61.8 2 ,2 9 5 .6 1,31*6Л

1963 9 ,1 *7 бЛ 1+.690.2 1 ,3 5 7 .2

1961+ 1 1 ,15 5 .8 5,391*.6 21*. 0

TOTAL 1960-6U + 3 2 ,5 l8 ..e 29,1+73.8 5 .8 Т З Л

1965 Л .1 8 3 Л 7 ,7 0 8 Л 535.2

1966 U +,821.8 9,1*18.8 3,011* л

1967 1 7 ,813 .8 H * .395.1 2 ,6 0 1 .9

1968 19 ,855 .5 13-, 983 .2 10 ,291Л

1969 2 2 ,2 0 1 .2 1 U ,100.6 1 ,8 7 8 .8

TOTAL I965-69 8 8 ,8 7 5 .7 59 ,606 .1 18 ,32 1 .7

1970 2U ,687.6 30,1+1*8.0 -  2 .1

1971 31*,157.9 16 ,31 6 .3 з з з . з

1972 1*5,1+63.7 23, 1*71*.3 973-6

1973 6 5 ,0 6 1 .8 5 ,2 95 .1 755 .2

1971» l*l+,199.0 5 9 ,7 2 9 .6 5 ,823 -1

TOTAL 1970-71* 2 13 ,5 7 0 .0 135 ,263 .3 5 ,3 8 3 .1

1975 35,021 .1 9 1 .2 2 6 Л 1,781*.2

1976 2 6 ,101+.0 Ю 5 .8 9 9 Л 1*2,271*. 3

1977 1*7,30H.2 12U ,163.6 9 2 ,8 1 8 .6

1978 9 2 ,0 2 2 Л 129,21*0Л 11,21*9.6

1979 100,1*87-9 125,261*.5 2 3 ,0 6 6 .3

TOTAL 1975-79 3 0 1 Л 3 9 .6 575,791*. 3 171 ,157 .0

* Sum o f  d ir  ; t investments, p o r t fo lio  investments and rea l estate investments.

Source: "The internationalism  o f the Spanish firm "

ГП 
VO
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2 h . NET INVESTMENTS IN PROPERTY 
(m illion s  pesetas)

Year
D irect

investments
Investments 

in  re a l estate
P o r t fo lio

investments

I960 2,175.0 19.2 763.2

1961 2,2U8.2 91.2 1 , 128.0

1962 1,1*31.6 962.1* 3,067.8

1963 2,706.6 1,551*.6 5,215.2

196k 1*, 756.8 2,278.2 1*,120.8

1960-61* 13,318.2 It,905.6 11* ,295.0

1965 7,351.2 3,553.8 3,278.1*

1966 8,052.0 3,258.6 3,511.2

1967 11,310.7 3, 106.8 3,396.3

1968 10,670.0 6,328.0 2,857.1*

1965 '11*,031.5 7,1*55.0 711*.7

1965-69 51.U15.U 23,702.2 13,758.0

1970 15,513.1* 10,059.7 -  885.5

1971 11*,096.6 18,277.7 1,783.6

1972 17,761.1* 25,1*59.7 2,21*2.6

1973 23,50if .5 31*,170.3 7,387.0

197** 20,655.2 26,987.8 - 3, 1*1* 1.3

1970-71* 91,531.1 Ш *,955.2 7 , 086. 1*

1975 17,627.0 15,670.5 -1*,031,5

1976 11*,673.7 12,111*. 8 -5,768.8

1977 23,083.7 17,21*1*.8 701.8

1978 1*6,1*65.6 33,012.0 3,^23.8

1979 51*, 381*. 5 36,803.5 6,655.3

1975-79 156,231*.5 11U, 81* 5.6 880.6

Others
(* )

5,755.1 

5,08t.3 

6,733.9 

9,221.5 

2,61*1*. 6

29,1*39.1*

(* )  Until 1971*, th is  was divided between d irect and p o r t fo lio .



25. HIE TECHNOLOGICAL BAI.ANCE OK PAYMENTS : TECHNICAL ASSISTANCE, PATENTS,

ROYALTY AND TRADEMARK PAYMENTS 

(V a lu e s  in  m i l l i o n s  o f  p e s e t a s )

1
YEAR RECEIPTS PAYMENTS BALANCE YEAR RECEIPTS PAYMENTS BALANCE

19ÓÍ) 56I 1 , 1*17. a -1,901.7 1970 1,119.3 9,363.9 - 8,2*4*4.6

1961 17**-6 1,305 - 1 ,130.1» 1971 1,179.5 10,8*45.1 -  9.665.6

1962 30>t. 2 1,1*03.*» - 1 ,099.2 1972 1,332.7 12,808.1 -11 ,*475.*'

1963 666.6 1,87y.2 -1,212.6 1973 1 ,678.1 15.201 -13,522.9

19б1| 36*4.8 2,*109.6 -1,6**8.8 197*» 2,081 18,150.8 -16,069.8

1965 270.6 508.2 -  237.6 1975 2,886.7 17,298.6 -1*4, *411.9
1966 397.2 5,816.*4 -5 ,*» 19 - 2 1976 *»,063 31,236.1 -27,173.1

1967 *181.7 6,688 -6,206.3 1977 1» ,*180.7 28,689.9 -2*4,209.2

19b8 798 7 ,6*19.8 -6,851.8 1978 5,559.1 30,*457 -2*4,897.9
I969 6*42.6 9,308.6 -8,666.0 1979 7,614 1.9 3*4,698.2 -27,056.3

1980 10,873.1 *4*4,393.2 -33,520.1

Source: Spanish  ba lan ce  o f  payments. M in is t r y  o f  Commerce.

oo00 1
1
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26. FOREIGN RESERVES

(m illions o f  do lla rs )

YEARS Total reser

1961 891.8

1962 1,067.3

1963 1,158.2
1S6k 1,508.1

1965 1,395.7
1966 1,21k.8

1967 1,090.1

1968 1,151.1

1969 886.5
1970 1,791.9

1971 3,233.5
1972 5,006.2
1973 6,799.5
1971* 6,025.3

1975 5,905.k

1976 k ,952.1

1977 6,132.k

1978 10,015.k

1979 13,116.6

1980 12,358.1

Source : Bank o f Spain



27. DISÏR1BUTI0N BY LEVEL OF FOHEIGN PARTICIPATION IN FIRMS DOMICILED IN SPAIN, WITH PAID-UP 
OR NOMINAL CAPITAL OF OVER 2 Mil,LION PESETAS

A
Without fo re ign  

cap ita l

B
With up to  25* 
fo re ign  ca p ita l

C
With 25-50* 

fo re ign  cap ita l

D
With a m ajority 

fo re ign  
shareholding

TOTAL

Companies in v e s t ig a t e d

-  Number *9,51* 2,656 1,953 1,623 55,7*6

-  Percentage  

Pa id -up  C a p ita l

88.8 *.8 3.5 29.0 100.0

-  M i l l i o n  pesetas 1,1*6.97 1 , 182.68 111.*2 171 2,612. 0*

-  Percentage

P a r t ic ip a t io n  o f  fo re ig n  c a p i t a l

*3.9 *5.3 * .3 6.5 100.0

-  As a percentage  o f  p a id -u p  
c a p i t a l

- 2.52 38. 7* 85.З* 8.37

-  As a percentage  o f  nominal 
c a p i t a l - 3.23 38.89 8*. 51 9.*6

Sa les

-  M i l l i o n  pesetas 3,912.31 3,028.89 2*3.35 375.55 *,989.13

-  Percentage *5 .* 35.2 *.9 7.5 100.0

Purchases

-  M i l l i o n  pesetas 2,532.*6 1,136.*5 382.89 609.05 * , 660.85
-  Percentage 5* • 3 2 *.* 8.2 13.1 100.0

Labour costs

-  M i l l i o n  pesetas 816.11 *57.06 129.98 255.07 1 ,658.22
-  Percentage  

Employees
*9.2 27-6 7.8 15.* 100.0

-  Thousands 1 ,*26 768 179 298 2,671
-  Percentage 53.2 28.8 6.7 11.1 100.0



2 6 . COMMERCIAL BALANCE OF COMPANIES Will! PAID UP OR NOMINAL CAPITAL OF OVER 2 MILLION PE8ETA8 (1977)

COMPANIES
INVESTIGATED

EXPORTS
(1 )

IMPORTS
(2 )

Imports
ex c l. petrolerm  

re fin in g  sector (3 ) 
(percentage)

COVER RATE

Number $
M illion
pesetas $

M illio n
pesetas $ (1 )/ (2 ) (D / (3 )

A. With no fore ign  
cap ita l *49,511» 98.6 285.97 1*8.9 256.39 2*4.9 35. *4 1.12 1. 13

B. With le ss  than 
25$ fore ign  
cap ita l 2,656 *».8 120.89 20.7 1*56.90 *4*4.3 25.7 0.26 0.66

C. With 25-50$
fore ign  cap ita l 1,953 3.5 5*».87 9.** 136.57 13.2 13.5 0.*40 0.57

D. W.‘ th a m ajority 
fo re ign  
shareholding 1,623 2.9 122.96 21.0 181.5*4 17.6 25. *4 0.68 0.68

TOTAL 55,7*»6 100.0 58*4.70 100.0 1,031.37 100.0 100.0 0.57 -

C + D 3,576 6.*. 177.83 30. *4 318.11 30.8 38.9 - -

Source: Información Comercial Española



2y. FINANCIAL RESOURCES OBTAINED FROM ABROAD: ISSUE OF MEDIUM AND LONQ TERM ВАЖ BONDS AND LOANS

(M illion s  o f  d o lla rs )

1976 1977 1970 1979 1900

France 3,726.8 3,668.3 3,668.3 1*.836.1* *<,351*.2

Greece 1*37-8 217.0 555.0 9b5.o 1,191-2

I t a ly 2,890.0 7b5.b 2,901.6 3,713.0 7,561*. 1

Portugal 182.2 137.0 6 ll* .7 811.0 736.0

Spuin 1,13b.!* 2,222.5 2,5b3.0 1* ,211. 1 1* ,986.9

United Kingdom 5,987.8 3,938.9 6,199.7 3,227.b 3, 51*1.9

Mexico 5 0 . 0 - 3b1.6 363.0 381.7

b r a z i l 1,630.0 3,1*03.3 5 ,856.6 7,233.7 5, 59b .0

Source: "OECD Financia l S t a t i s t i c s "



30. SPAIN'S FOREIGN DEBTS 

(m illion s  o f  d o lla rs )

A ctive debts 

Servic ing debts

1973 197** 1975

3,**90 5,028 8,1<5**

1,006 836 1,669

1976

11,2*i1

2,020



1977 1978 1979 1900

15,126 17,*<25 19,^97 23,719

2,932 5,661 55,58*4 *4,*468
I * I

■ "  ■ ....................... . --------------- ------- ----------  VOЫ
I



31. FOREIGN DEBT OF BORROWERS

Public  Sector

. INI and i t s  en terprises  

. State

. State ra ilw ays  

. O f f i c i a l  c red it  agency 

. Others

Private Sector

. With Government guarantee 

. Without Government guarantee

TOTAL

___________ 1975

m illion s  $

1*918
1,617
1,180

723

213

185

*♦,536

775

3,761

8,1i51i

Source Informacion Comei/ciai Espafiola



1961

% m illion s  $ %

1*6.3 11,1*11* 1*2.0

19.1 5,695 20.9
lb -0 2,311 8.5
8.6 1,600 5.9

2.5 1,630 6.0

2. 1 176 0.7

53Л 15,791 58.0

9.2 1,822 6.7
1*1* . 5 13,969 51.3

100.0 27,205 100.0


