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INTRODUCTIOR

This paper seeks to druaw together the most typical features of Spanish
experience in the field of industrial development financing, in
anticipation o the presentation at the advisory meeting to be convened
by UNIDO in Madrid next October.

The infcrmation paper consists of two parts. The first includes a review
of the evolution of Spain's industrial economy from 1960 onwards, and a
short description of the impact of the oil crisis om it, drawing
particular ettention to the role of the public sector, and the external
enviromment. The second part is concerned solely with the financial
aspects, emphasising both the development of internmal financing
mechanisms and tie contribution of extermal resources, whether as

investments or loans.

The document is accompanied by an annex with thirty ome tables and
related index, which contain the statistical informa<ion on which the
paper is based.




1. THE SPANISE ECONOMIC DEVELOPMEN. PROCESS

During the period 1960-75 the Spanish economy experienced a long spell
of economic expansion, vhich led to a substantial rise in the pecple's
standard of living and profound structural ckhanges in the economic
system. In this section the most typical fertures of the development
process are set out, with emphasis on those aspects which have had a
significant influence on the management of our cconomy: on the one
hand, the state, both as the prime mover of the industrialisation
pclicy and in its direct intervention in production activities, and,
on the other hand, the intermational economic environment, which was
largely favourable to Spanish growth.




1.1. Basic features of Svain's economic develovment

A general review is given here of Spain's economic developmenc,

in order to trace out the path the system has followed, to pinpoint
the successes achieved, and to identify the options taken. Firstly.
there is a orief reference to the position before take-off; then
en exposition of the basic features of industrial and economic
development during the period 1960-1975; and finally an explaration
of the reverses suffered as a result of the international economuc

crisis.

Historical background

Until 1960, the Spanish economy - based on unproductive agricuituze
and a low level of industrialisation - developed within a framework
of limited exposure to the outside world and a high level of state
intervention, and it achieved only modest rates of growth and product
divarsification. The choice of self-sufficiency iz 19L0 was an
expression cf fundementally nationalistic sentiments, although
largely resulting from the international situaticn: in the first
ﬁlace, the world war, and when that ended, the state of isolation

imposed on our country.

The policy of self-sufficiercy manifested itself extezaally, in a
strengthening ofprotectionism: %o already traditionally high teriZf?
barriers severs quantitative restrictions were added (import quotas
and licences, exchange control, etc.) which closed off the domestic
market from foreign comvetition. Intermally, am industrialisaticn
policy aimed at achieving seli-sufficiency, particularly in

essential goods and those connected with national defence. To this
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end the direct iritiative of the public sector was harmessed,

with the creation of the Instituto Nacional de Industria, (I.N.I.),

and variocus measures to supervise and control rrivate activity I
were iutroduced. These regulated the setting up, expansion and .
resiting of factories. tae distribution o. raw naterials, and

prices. The concept of an "industry of national importance”

was introduced, by means of which venefits were granted to certain

industrial sectors and firms.

It is worth mentioning, as an example of the results achieved during
this period, that the income level reached immediately before the
civil war was not passed agein until 1952, and that the average
annual level of increase in industrial production in the 40's was
3.5%. At this stage, industrial zrowth came up against the narrcwness
of the home market, and was tbrottled by the shortage of bdasic raw

materials (cement, steel and non-ferrous metals).

The self-suffieiency policy began to weaken Zrom 1951 onwards, when

ry

the stagnation of the LO's gave place to a modest increase in naticnal

income (a mean of 3% in the pericd 195C-58) and an increase in the

re

rate of growth of manufactured goods. All the same, the ecorsmic
development of this period was characterised by the appearauce of
significant imbalances, and in particular strnng inflationary
pressures. These led <o the introduction of the 1959 Stabilisaticn
Plan, which sought to oring eiements of crder apd stability into
the system, %0 open up the 2conomy =0 the outside world, and %¢ lay

foundations for subsequent sustained =conomic zrowth.




Changes carried out in the period 1960-197%

The historical background naving deen outlined, the main changes
that took place in *he Spanish scoromy wiil now be described, and
specifically those that occurred in the industrial sector during
the long period which began at the start of the 60's and came to

an end in 1975, at which time the serious effects of the o0il erisis
vere already being felt but, as yet, had not been possible %o

overcome.

The intensified process of transformation of the standard of living
of the Spanish pecple, which i1 only 15 years went from subsistence
to wkat might be described as widespread wellbeing, was a result of
the phase of explosive growth that was experienced by the fundamental
veriables in the system. As examples arnd indicators of this sustained

development, the following may be quoted:

. In the pericd 1960-TS, Gross Domestic Product increased in real
terms at & curulative aunual rate of T%. This rate of expansion
over such a long period has no precedent in Spein's economic
history, and is one of the highest achieved, in both industrialised

and developing countries.

. At the same time, per capita income increased at an annual rate
of 5.2%. In 19€C, Sparish per ~apita inccue was 28.7% of the
French, and 3C% of *the Italian figure. 15 years later, <he ratiocs

were 40.5% and 78% respectively.




. The development process depended cn a considerable level of

investmert, and the rates of increase in Gross Fixed Capital
Formation were notably higher than those in most OECD
countries. The rate of investment rose from less than a
sixth, %o a quarter of GUP. In the period 1965-70, the
GFCF/GLP ratio was 22.9% in Spain, compared with an average
of 21.6% in the QECD. Industrial investment grew at 15%

annual rate.

In 1960, the total cf impor=s and exports was equivaient o

15% of GDP, and in 1975 was up to 30%. During the period under
reviev, imports multiplied nine times, end exports seven and a
hal)f times. Particularly aoteworthy is the 3rovth'of industrial
exports (20% per annum in real terms), over a period during

which they increas~d Zrcm 50% to 80% of total =ales abroad.

The relative share of GDP of the different sectors of activity
changed considerably. In constant peseta values, agriculture
went dowvn from a fifth in 1960 to a tenth in 1975. On the other
hand, icdustry's share rose significantly, since at the beginning
of this period it contributed 30% of GDP and at the end of the

period about 40%.

The iadustrial product multiplied 3.5 times, in resl terms, duriag
this period, equivaient to an annual increase of 2.7%, a rate
which was only surpessed - ard that o5y a small margzin - oy the
impressive advance of zhe Japanese industrial economy. Zxcept

®or the two years 1967 and 1971 the annual growth rate was always

above 6%. During the four year period 1961-65, the industrial




product grew at an average annual rate of 12.5%. This is
explainec¢ by the low level of industrialization from which it
started, and the high level of under-utilisation of production

capacity.

. The number of persons employed in the different sectors of industry
grev steadily, at an average rate of 100,000 jubs a year. The
relative importance of industrial employment grew remarkably,
from 31.5% in 1960 to 36.5% in 1975, whilst the primary sector
fell from 4L7.7% to 26.2% during the same period.

The high expansion rates registered by industry in the 60's and
middle 70's led to significant structural modifications with notable
changes in the composition of industrial production, in the nature

of the produszts, and in the demarcations between sectors.

With regard to the changes in the composition cf industrial procduction,

the following are significant:

~ Increased importance of manufacturing industry as a whole, which
in the mid 70's amounted to more than 75% of the gross added

velue generated by the secondary sector.

~ Growing importance of the basic industries of iron and steel
making, electrical equiment, ship building, cars and car parts,

chemicals and petroleum derivatives.

~ Appreciable decrease in the relative share of extraction industries
and of the so-callad traditional sectecrs, such as food and drink,

textiles, timber, stc.




Industrial development was concentrﬁted in those sectors of
activity having a more complex production structure - but still
witbout the adequate development of key sectors - and in these
sectors production methods changed, and the capital required
per unit of production increased. The foll wing aspects stand

out, in this situation:

. A considerable increase in the requirements for intermediate

goods, to satisfy ultimate consumer demand.

. A growing use of inputs from the chemical, energy, xmetal and

machinery sectors.

. A comprehensive substitution process as between the different

inputs, amongst which the following are varticularly important:

- traditional materials by chemical
- coal by oil and electricity

- natural textiles by artificial and synthetic fidres.

. A widespread fall in the relative need for labour, particularly
marked in the power, chemicals, steel industry, and the manufaciure
of machinery, togetier with a notable increase in the growing

need for capital throughout the economy.

With reference to <his las®t poin%t, the significant incresase ir
productivity of the labour force must be stressed. -t is shown

by the fact that the labour iznput <o achisve a gziven troduction
objective decreased at the rate of 6.3% per year. However, although
Spanish iniustrial sevelopment has been capital-intensive, it has
not been 30 t0 the same extent as the western econcmy as 2 whole;

this is particularly remarkable when one takes irto account that,
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as compared with the OECD average, there has been a lower investment
per employee in the Spanish economy, and a greater number of
employees per unit of value added. In general, Spain has used less
capital-intensive technology than other OECD countries. making
reiatively greater use of latour inputs, which it had in plertiful
supply, because of the existence of an abindant reserve of under-
employed manpower in the farming sector, and the high potential of
women of active age who had not yet entered the labour market.

This, together with the low standard of living of the population

in the early years of development, resulted in a fairly modest level
of wages, which helped to produce high rates of return on capital

invested and encourage new ventures.

™e effect of the crisis

The 0il crisis which began in 1973 unleashed an era of depression
throughout the whole wc=ld economy, and affected, although belatedly,
the Spanish economy. The effects of recession have been felt more
severely in Spain than in other Western countries because inflation
rates, umemployment levels and changes in the balance of trade,

nave all been higher than in those countries as a whole. The

“0llowing statistics illustrate this:

. The rate of growth of GDP, which reached an average 1% in the
veriod 1970-7h, fell zo 2.1% in 1975-80, and 0.3% in 1981.

. The Formation of Gross Capital began falling sharply in 19TL.
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While from 1970 co 1974 it had grown to 9.1% per annum, from

1974 until 1980 it fell at an average rate of 2%. Gross investment
fell from 25% of gross disposahle national income in 1973 to 19%
in 1680.

. The increase in average annual industrial output went from 9.4%
in 1970-Th to growth rates of less than 1%. The fall wes particularly
steep in basic industries and those employing a large vorkforce
(steelmaking, shipbuilding, cars, textiles, building, etc.).

. T™e fall in employment has been spectacular: 1,400,000 jobs
disappeared bhetween 1975 and 1980. As a result the unemployment
rate, wvhich remained at less than 3% during the development stage,

is now about 14% of the active popuiation.

The Above indicates clearly tie profound effects of the energy
crisis on Spain's social and economic conditiom. Mention must also
be made of the appearance of serious imbalance in the balance of
payments - to which we shall refer later - and to severe inflationary
tendencies: <the retail price index suffered a 2k.5% increase in
1977.

Factors to be mentioned which caused this increased weak che
Sranish economy - besides the delay in economic policy PRt

maxing, resulting from a political tramsition occurriag simulianeously -
were a aigh degree of dependcace on crude petrcleum products,

inferior technology, low productivity levels, and a pattern of

industry sectors that was vilneratle in the face of changing labour

divisions world-wide: sufficient specialisation had yet to be
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achieved in advanced tecknology industries, while low and intermediate
technology industries found themselves increasingly in competition

wvith developing countries.
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1.2. The State's role: policy options and direct involvemani

of the public sector.

As previous mentioned, the period before Spein's -:conomic boom

was marked by a pronounced policy of self-sufficiency, based on

a high level of protection, and the harnessing of direct public
enterprise - through the Instituto Hacional de Industria - in
order to create an industrial base that vas virtually non-existent
in the L4L0's. INI's strategy was to enter those sectors of industrial
activity wkich produced import-substitution goods, behind a
protecticnist screen. This is how the presecce of the public
sector can be explained in a variety of activities without regari
to cost, often qu’te unconnected with the use of raw materials,

and in a way seldon found in other countries. The ckosen option
‘of self-sufficiency trought with it costs which the private sector
could not be expscted to carry, so that the state had to underwvrite
the choice that had been made.

Industrial policy in the development stage

The self-sufficiency model naving served its purpose, Zrom 1969
enwards the route chosen was to open up to the outside world -

still maiantaining a high degree of protectionism - and toc strengthen,
at home, market mechanisms. Incdustrial policy embarked upon
Develomment Plans which were binding Zor the public sector and
indicative for the private sector. This wes carried out by usizg
target figures for overall and sector growth, publication of

general guidelines for actiom, and 3y giving incentives as a
ctimulus. Thus *he govermment sougat to modernmise ancé expand

the country's basic infrastructure (commmications, equipment, etc.)
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in order to establish a framework suitable for the deve=lopment of
private ep+arprise; thus extemsive putlic iuvestment programmes
wvere put in motion which amounted overall tc a third of ail

investment during the development stage.

In the industrial field, the intervention of the public sector

was based on setting up subsidiaries through which it entered those
industries where the low rates of return or long periods of capital
repayment made them unatiractive to the private sector. To this

end, INI's criteria for involvement were:

. Inadequacy of private initiative

. The need to prevent practices restrictive to

competition

. The strengthening of critical national industries

and those connected with defence.

During the development stage, public enterprise begon to diversify,
following a strategy of moving into product areas outside the
field of international competition, at a time when its participation

in profitable export industries was in called into question.

In industry, measures were taken under the development plans to
increase the size of eaterprises by amalgamation, using inceatives;
ard at modernising and restructuring, by means of joint action

olans.




These ccnsisted of agreements between the government apd private
firms under which the latter were granted specific benerits tied
to the achievement of objectives, in such matters as production,
employment, technology and exports. Public policy showed a
preference for the steelimaking, shipbuildirg, capital goods,
footwear and preserved foods industries, even though it did not
deliberately follow a particular line of specialisation.

Finally, special attention must be drawn to the overwhelming
preoccupation in the planning policy with pramotion of indusirial
exports, by means of a wide range of tax and finsncial incentives,
with the purpose of increasing Spain's ability to buy raw materials
and capital goods in international markets, witheut butting at
risk the balance of payments. It is interesting to highlight

the difference here between the stages of self-sufficiency aad

of development: in the former, import substitution was stressecd,
and in the latter, priority was giren to encouragement of

exports.

Even though opinions differ on the development plans and industrial
policy of this period, it is generally agreed that, despite
disparities between plan and execution, indicative planning

played an importunt rocle in creating an environment of growth
which inspired the emergence of entrepreneurial initiatives.

The joint action policy was also relatively successful, it must

be noted. Negative factors, which decame Important with the onset:
of the oil crisis, were the maintenance of protectionism, and the

privileged treatment of certain industries and “irms, whkich




- 19 -

resulted in a lack of campetitiveness.

The response to the o1l crisis

The fact that the economic crisis coincided with the political
changes that toock place in Spain in the period 1973-77, had a
significent effect in delaying the adoption of measures {o deal
with the cost increases in fuel products and, in a werd, to cope
with the phase of acute depression which seized the world economy
at that tinpe.

The energy crisis affected every part of the Spanish economy,
since domestic production of fuels, estimated as 33% in 1981,
was low and dependsnce on energy imports, especially petroleum,
was high. This all led tu a significant effect on the balance

of trede and payments, cost inflation, economic stagnation and

unemployment.

Spain's 0il imports cost her 64,000 million pesetas in 1973,
equivalent to 11.4% of total imports and 21% of exports. In
1980, payments for oil imports had risen to 845.000 million
pesetas, equivalent to 3k.S5% of total Spanish imports and 56.6%
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of exports. In analysing this increase, it has to be borze in
mind that ovar the period 1973-81, the share of oil in Spain's
primary energy supply fell from 656.7% in 1973 to 61.4% in
1981.

The second oil crisis, in 1979/8C, when there was a new leap
upwards in crude prices, resulted in a change in the balance on
current account, from a surplus of 134,436 million pesetas in
1078 to a deficit of 381,537 miliion in 1980. In the latter year,

oil import payments exceeded considerably the income from tourism.

Althcagh delayed, Spain set in motion an emergy policy to deal
with this crisis fcilowing the increase in cost of petroleum
products which was enshrined in the National Energy Plan (P=N),
propcsed by the government and approved by the Spanish Parliament
in Juy 1979.

The Flan's main objectives are:

- Decrease in dependence on petroleum. Preferential and maximum

use of national energy resources, especially coal.

~ Encouragement for the saving and conservation of energy

through its rational use, based on a priciag policy to cover




the true costs of supply

- An increase in the level of security and economy in energy
supplies, to which end PEN has opted for diversification of
supply sources and preferential use of those which involve

lower expenditure of foreign exchange.

Industrial Rehabilitation Policy

It seems appropriate to comment briefly on the industrial
rehabilitation policy, since legislation for this is very
recent, namely 1981, and has its background and motivation in

the period now being reviewed.

The Western economic crisis has taken om in Spain particular
features due to the delayed industrialisation, the characteristics
of vhich were the indiscriminate creation of industries to supply
a market of unsatisfied needs, plus a stromng protectionism,

lack of coﬁpetitiveness, retarded technology, high wage costs,

unsuitable crganization and inadequate financial imstitutions.

To these shortcomings must be added cthers arising Zrom the

latest crisis, the sharp increase in raw materials costs, a major




slump in demand, and the lack of market resilience.

These structural shortcomings were not evident during the periods
of expansion, but their effects began to be felt as a result cf
the crisis, making it necessary to find solutions which would
allow adjustments to the economy. The indust -1 rehabilitation
policy which is now in operation is a response h1egse essential

adjustments.

Fundamentally, industrial rehabilitation entails pursuing certain
objectives in an attempt to resolve the critical situation facing
particular industries, and takes the form of the following ce:tain

courses of actiom:

- An improvement in the competitive position of Spanish industries
in international markets and, comsequently, a reductionm in
production costs to levels analogous to those of competing

countries.

- Capitalisation of enterprises and resultant reduction in

financial costs.

- Technological development and investment designed to offer

the better quality goods required by intermational markets.

~ Support for and special attention %o product marketing, doth

at home and abroad.

-
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To meet these objectives, a legislative framewcrk was created
to embrace the necessary measures, in the fields of finance,
taxation and labour. These measurcs are of a temporary and
exceptional nature, their application is limited to certain
industries, and in no case do they provide for an increase in

the output of the industries involved.

To sum up, the industrial rehabilitation policy which Spain
is at present following, takes the form of a collection of
measures which should allow a sector of ipdustry to recover

cumpetitiveness iz a free and unprotected market.

With regard to INI, in the depressed stage of the Spanish econony,
a process of tidying up and rationalising public enterprise is
being followed, in order to reduce the huge losses in the state
sector, which in Spain are particularly large. Relevant statistics
show that INI's enterprises produced 3.5% of GDP and employed T%

of the industrial workforce in 1980, in which year they absorbed
35% of industrial investment, and produced 15% cf total exports.

Main guidelines of current industrial volicy

The process of liberalisation in the Spanish economy begen in

~he industrial field in 1667, and reached its climax in 1580,




with the Royal Decree on industrial liberalisation, which

encourages the setting up, expansion and resiting of industries,

with some exceptions based ¢» public economic interest and

national defence.

An industrial policy has been developed in parailel %o tackle

the chnllenges which industry faces, and is currently based cn
the following giidelines:

a)

b)

c)

d)

Developmen* of the National Energzy Plan, previously referred
to.

Continuation ¢f the industrial rehabilitation process, the

main guidelines of which have aiready been descrived.

Legislative support for innovation and technological development,
at presert in preparation; collaboration agreements vetween
firmsg and official research instifutes; & new law on paterts;
and, laétly, “he strengthening of CDTI (Centre for Techmological
and Industrial Develooment), an autonomous body coming under

the Ministry of Industry and Tnergzy, which funds and encourages
innovative projects ar3i technological developments, all with

the aim of improving the cormetitiveness of Snanish indusiry.

Support for small and medium sized fimms.
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The agent for this is ™MPI (Institute for Small and Medium
Industrial Firms), an autonamous budy attached to the Ministry
of Industry and Energy which, in collaborstion with different
government agencies concerned with small and middle-sized

firms, carries out tasks related to the training and improvement
of management, provides technical and advisory services, supplies
finance at special rates, and, finally, tates shareholdings in
such private companies as mutual assurance societies and those

in the service sector.
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1.3. The external scene

The Spanish economic development process cannot be understood
without reference to our intermational relationships. Spain's
economic expansion was fortunate to coincide with a cycle of
expansion in the western economy as a whole which, after it
had overcome the effacts of the second world war, underwent

a period of sustained growth until the oil crisis. The
effects of western prosperity on the Spanish econcmy may be

summarized as follows:

. Absorption of surplus Spanish labour by the Zuropean
economies, which had a double effect: on the one hand
it reduced unemployment problems in the Spanish economy,
and on the other tended to stabilise the balance of
priyments on current account, because of the liberal
flow of remittances from emigrants, which swelled the
credit side of the balance.

. Receipt by Spain of large flows of tourists, resulting
from the growing demand for leisure arising from
increased living standards in Furope, with comsequent
positive effects in the balance on services, and the

spin~-of? in the construction and hotel industries.

. Absorption by Zurope of a significant amount of Spsarish

goods with resultant =2ffects on the level of our expor:s.

. Receipt by Spain ¢f financial and technological surpiuses
from other western economies, which were converted into

increases in productior, employment and productivity




within the Spanish economic system, and provide some
compensation, in the form of long-term investment, for

the deficits on current accour: in the balance of

payments.

The factors listed above had their repercussions on Spain's
balance of payments, the main features of which are as follows:

The Spanish economy has a permanent and growing deficit
on its visible imports account - a figure which has been
particularly serious during the oil crisis.

Credits on invisivles(services and transfers) largely
compensated, during the pericd of ecomemic growth, for
the continuous deficits in the visible balance.
Nevertheless, since the economic crisis, the inadequacy
of these compensating elements has become apparent.

Net entries of long-term capitai frequently g ve rise to
a surplus in the overall balance during the period of
growth, and in the period 1975-1980, years of surnlus and
deficit altermnate.

Finally, it should be pointed out that during the period of
development, extermal factors in general were an obstacle to
Spanish economic growth, and this despite the favourable balances
fron services - in respect of *ourism - and from transfers -

emigrants' remittances - (see table 5 in the Annex) which still
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failed in some years to avert current account deficits, only
being balunced by receipts of long-term capital. The situation
significantiy worsened during the economic crisis, because of
the huge bill for petroleum products, which necessitated a large

measure of foreign borrowirs.

Zxternal trade

As has already been pointed out, the trade deficit has been a
constant element of Spain's eccnomic evolution, and it has

worsened with the increase in oil prices.

It has been so despite cur considerable export effort and a
similtaneons change in the structure of sales abroad. Between
1961 and 1980, exports multiplisd 35 times because of industrial
development and the increase in demand of the western econcmies,
vhich are our major customers (*). The rate of increase in the
export of manufactured goods since 1960 Las been over 15%, and
the proportion of industrial exports in the total has risen from
50 to 80% in the past 20 years, which represented a considerable
improvement in real trade relations up tili 1973 (+14%), but
thereafter it deteriorated by 25%. It must be stressed that
Spanish exports have grown faster than world demand, despite
increased competition from newly industrialised countries and
the high intermal irflacion rate. The weakness of the aome
market hes helped to build up the propemsity to export.

(*) Previously, export credits had been given a special discount
sarvice providsd Tty the Benk of Spain )
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Imports, for their part, increased 37 times in the period

1961-80 as a result of the growving requirements for raw materials,
intermediate products, capital goods and energy. Spanish

imports continued to be linked to the growth of GDP until the
crisis occurrsd, when they registered a persistent fall, as a
result of the inflexibility of the Spanish economy in the face

of the rise of petroleum prices. 0il at present forms a third

of the total import vill; our eaergy imports cost the eguivalent

of 50% of our export earnings.
Nevertheless the cover rate of exports to imports has gone from

an average 4%.5% in the period 1960-65 to a mean of 62.6% in
1976-80.

Foreign trade rolicies

The department of economics decided on two basic options:
- A strong policy encouraging exports.

- The maintenance of high levels of protection for

A . . . L.
the domestic markaet ageinet forelgn commetition.

As regards imports, the policy of more openness, started in
1060, hecams a prograssive liheraligation of trade with a
heceme a prograss libhe
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requction in quantitative restrictions and those governing
the scope of state and general trade; however the import
tariffs laid down in 1560 were clearly protectiomist, although
they were gradually cased. &)

The level of protection of the Spanish econcmy against foreign
conpetition has been the subject of conflicting views, along
traditional lines: against the barriers put up to protect
take—off of our industry, it has been pointed out that they
slowved up development of our export sales, and propped up &
mmber of inefficient activities which the appearance of the
economic crisis highlighted.

Finally, a brief reference to exchange control pelicy is
appropriate. The exchange rate established by the Stabilisation
Plan of 1959 (60 pesetas to the dollar) held wntil 1967 (when it
was fixed at TO pesetas %o the dollar), because of inflationary
tendencies and the desire to keep the trade deficit down. There
followed a process of revzluation which coincided with a fall

in the value of the dollar, although there was a develuation

in relation to the currencies ¢f cther industrialised countries.
Later it was decided to float within limits comtrclled by
interventions on the part of the Bank of Spain, which maintained
the peseta at a relatively high level during a period of
imbalance in current account. Then in 1977 there was a devaluation

of 20% (87 necatzs +o tha Anller), Thig was nossibly excessive

wWah =W AW - ———

but it 4id help to limit the trade deficit.

(%) The arithmetic mean of the tarif? went Zrom 24.35% in 1960
to 17.11% in 1970.
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The escape valve of emigration

Despite the Spanish economy's spectacular growth, the system
could not absorb the increase in the active population and the
surplus of agricultural labour. Despite this, there were no
unemployment problams thanks to the growth of demand for labour
in the developed Zuropean countries, which welcomed a considerable
migration of Spanish workers. Let us note here tk~t the body of
workers abroad at the beginning of the 70's has been put at T%

of the active Spanish population.

This situation is reflected in the balance of payments, with the
well-imown growth of credits from emigrants' remittances, which
.helped build up generous credit balances in transfer payments.
In the overall period 1961-T73 the positive balance of transfer

- payments (mostly emigrants' remittances).liquidated 30% of the
commercial deficit.

During the crisis, the loss of job opportunities in European
countries put a stop to emigration, and led to the returz of
great numbers of Spenish workers whick brought down the hitherto
growing rate of increase of the positive balarce of transfer
payments. Thus, during the period 1975-1980 it omly managed to

cover opne f£ifth of the commercial deficit.

The expansion of fourism

The considerable increase in the standard of living of the countries
of Western Europe generated a large demand for tourism and travel,
and Spain absorbed a significant shar= of this. The number of
tourists entering Spain rose from 1.5 millicn in 1950 to 6.1 million
in 1975. In the following years the rate of growth decelerated,

although the figure for touris+s ertering Spain now stands at




about 40 million.

In parallel, the ret income in foreign currency from tourism
rose from 178,200 million dollars in 1960 to 4,124 milliom in
1980. Between 1961 and 1973, the foreign currency from tourism
covered approximately four fifths of the trade deficit, and in
1979 it reached a figure similar to the commercial itrade deficit.

Tourism has been the determining factor in the continuing surpluses
in the balance of services, although this positive belance has
been narrowing over the past 20 years as a result of the growing
deficit in the investment income account. This has increased

by five times in the past five years, as a result of.the
considerable indebtedness of the Spanish ecomomy, and the increase

in interest rates.

The flow of tourists has also had an ixpect on the construction
industry, which has a considerable rollov-oi effect, and the
hotel industry. In this respect, it is worth noting that the
mumber of hotel places rose from 80,000 in 1950 <o 1,400,000

in 1975.

From the time that Spanish tourism began to take off, its role

in balancing the trade Jeficit nas been regarded with apprehension,
in view of its possible instability. Experience has spown that

it has played a decisive role in avoiding imbalance of rayments,
vhich would have seriously compromised development. Spain’s
specialisation in middle to lower bracket tourism nas been
criticised, but one may question whether such a substantial

retinrn wonld have heen obtained iZ an alternative nad been

chosen. In fact, Spain, on the basis of its proxmity to Europe,
its natural advantages, and its relatively cheap prices, was

able to satisfy the demands of wide stratas of Eu ..pean population,

who during this pevriod vere achieving higner standards of living.
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The contribution of foreign capital

Although this is analysed in the chapter om extarnal financing

of our economy, it is worth giving advance mention here of the /
major role played bty long-term capital inflows. These inflows, .

which resulted in overall balance of payment surpluses, were

a factor in the build-up of Spain's financial status, and

enabled high rates of investment to be sustained. Until the |
crisis, it consisted almost entirely of investment of capital |
in firms; but in recent years financing by means of internetional

loans has been added to this, thus covering the gap in the

balance of current account.
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DEVELOPMENT FINANCE

Spanish economic developrent was possible as a result of a high level
of internal savings which generated an abundance of finance channelled
mainly through private banks. This was accompanied by a significant
overseas contribution, mostly in the form of direct investmentv and,
during the crisis, of loans obtained on the foreign market.

As regards the former, the naticnal level of savings during the growth
years was maintained at about a quarter of GDP, higher than the OECD
average. The high level of savings by the public sector was the

main contributor to this performance until the beginning of the T0's,
but in recent years it has steadily fallen away. As for external
funding, the share of foreign capital has amounted to no more than

about 10% of total finance in the private sector.

There is a table in the annex which gives details of funding in the
private sector since 1971, financial enterprises apart. Unfortumately
Spenish national statistics do not include this information for
earlier years, and thus it is not possible to provide a comprehensive

set of figures.
It shows clearly that internal finance covered 90% of the total

funding in the private sector up to the 1975 crisis, and that external

finance reached a peak of 14% in the year of the crisis.

2.1. The channelling of intermal finance

The Spanisk financial system today is made up of the credit
system - Bank of Spain, the commercial, industrial and foreign

banking sectors, savings banks, and governmment credit - together
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with a range of intermediaries which include credit cooperatives,
rural banks, hire purchase organizations, holding companies,
investment trusts, insurance companies, leasing and factoring
companies, broking companies in the money market and the
recently set up building societies. In addition, regional
development companies exist, which are bodies for promoting
local industrial enterprise in backward regionms.

It should be borne in mind that foreign banking involvement was
not authorised until 1978 so that, although it has grown up very
rapidiy, during the period under consideration it either did not

exist or itsc influence was still insignificant.

Share issues have formed a proportion varying between 18 and 35%
of total external funding in the private sector, but with a

clear tendency to decrease since 1976. The fall in the importance
‘of the stock market is even more marked if shares tra.ded'by the
banking sector and savings banks are excluded from those

considered above.

The fumding of the Spanish economy has been supported basically
by the credit system, and above all by privete banking, in the
face of relatively small new share issues. This fact, together
with the importance of groups having privileged Zinance, and
the government's heavy involvement in the credit system, are

key characteristics of our financial system.

An examination of financial policy reveals a constant preoccupation
with the chammelling of rescurces towsrds particular activities,
facilitating long-term finance, correcting the inflationary

effects of financial mechanisms and, most recently, liberalising

+he conditions v-4er which the system functionms.
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The evolution of funding systems

The period of self-sufficiency was characterized by the application
of a permissive monetary policy, with little control over the
system's liquidity. At this stage the financing of the Exchequer
by means of automatically discountable public debt played a major
role, so that the Bank of Spain was obliged to create all liquidity
needed by the economy, the stock market was prevented from
acquiring public share issues and the market from obtaining
short-term public debt. At the same time, with the liquidity
caming from the discounting of public funds, the private sector
funded company requirements, and thus the role of “he stock

market was reduced.

The mixed character banking sector would lend for a maximim term
of ninety days, but credit lines were continually renewed, so that
this system did in fact provide medium and long term finance for
business. The restrictions of the capital market led to a large
flow of funds into private accounts, thus creating a large amount
of liquidity, which more than covered the requirements of short-~
term credit and provided substantial surpluses for long~term
business., During this stage the banks consolidated their grip
on an industry which had an inadequate capacity for internal
financing, and could omnly with difficulty go to the capital
market.

Interest rates were subject to strict limits: maxdmum dorrowing

and minimum lending limits had the effect of restricting competition,
and this led to a widespread illegal use of interest surcharges.

This control of interest rates was of course connected with tke
structure of deposits in the banking system. In 1960 current
accounts made up 53% of the total, savings accounts 31% and term
accounts only 16%. These proportions changed over time, as the
structure in 1980 was 33 - 17 - 50% respectively.
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Between 1957 and 1958 the issue of discountable debt was stopped
and attempts were made to coordinate government credit as foundations
~or the Stabilization Plan of 1959 and, from 1960 on, banks were
authorised to give loans for more than 90 day periods. Nevertheless
at the beginning of the 70's there was an awareress that the
financial instruments were inadequate for the needs of zmediwm

and long-term investment, hecause of the excessive power of the
banking sector cver industry, and the lack of contrul of the
monatary base. Hence the Fundamental Law for Control of Credit

and Banking emew~ged, which sought to strengthen the Bank of Spain's
supervision and control of the banks, and improvements in the

machinery for medium and long-term financing were suggested, by

means of strengthening the specialised agencies dealing in medium

and long-term credit: government credit organisations, savings
banks and the newly created industrial bunks.

The introduction of indnstria; banking was one of the innovations
of the reform, and aimed at encouraging initiatives and supplying
medium and long ° <m Jinance. In order to help industrial banks
to acquire'resources, they were authorised to issue deposit
certificates (for two years or more) and savings bonds (for

5-10 yeers), but the low interest rates (4 and 5% respectively)
were an obstacle to their being placed with private irvestors.

So it was then decided to include them in the investment quotas
of the savings banks, and in this way industrial baaks were able
to place their issues almost automatically, until “his privilege
ended in 1974. This was a hard blow Zor the industrial banks,
although rates on thair bonds were freed so as to facilitate
their being taken up. Until then the industrial banking sector
has boomed, its share of private sector funding baving reached
12% in 197k,
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Hovever, there was soon a movement to regulate both types of
banks ia the same way. Thus in 1974 commercial banks were allowed
to lend for periods in excess of 18 montis, so loug as such
credits did not exceed a quarter of the total loans issued, and
likewvise the restrictions on the commercial operations of
industrial banks were reduced.

From 1974 onwards, there was a slow and gradual liberalisatiom
of the financial system, with the object of moving closer to the
market with respect to the allocation of resources.. Freedom in
interest rates was allowed for lcans of more than one year, and
an attempt was made to reduce the size of privileged groups, and
-their interest rates were brought closer to market rates. For
instance, the operation of government credit was brought more

in line with market conditions, and foreign banks were allowed
to operate.

The distribution of finance between the different bodies

As menticned, the preponderant position of the private banks is
notable: they contributed two-thirds of the total funding provided
by the credit-issuing system. Of this the industrial banks
provided about 15%.

Within the total funding the make-up as between sharz and loan
capital is very distinct between banks and savings banks. In the
former credits and loans predomirate (more than four £ifths),
while in the savings banks there i3 a large proportion of shares
(more than half), because they were obliged to invest more than
a third of their resources in public fimds, INI shares, the
naticnal telephone company, electricity companies, etc. Despice

this the loan-making activity of the savings banks has increased.
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Credit for the private sector is T1% from private banks, as
against 18% from savings banks and 11% from goverament sources.

It can be deduced from the above that most of the funding of
the private sector has been through banks, which has also been
the source most used by industry in generai. Although banks are
obliged to make certsin quotas of investment, the provortions of
their funds available for free use is much higher than the
savings banks', which are mich more restricted in how they
utilise their resources. In any case the high level of
government controlled finance is noteworthy, and this highlights

the use thst bLas been made of the financial system as an instrument

to0 direct economic activity.

In the stock market, a distinction must be made between public
and private issues, reference being made here to the latter,
without ineluding those of the financial institutionms. '

Private sector issues may be ciassified as:

- Issues of money market bonds, which include letters of credit
negotiable on the stock exchange and other types, which

represent a real novelty iz +he Spanish system.

- Issue of fixed interest bonds. As already mentioned, these
vere unimportant until 1960 but then boomed, although they
vere essentially absorbed by the privileged funding groups
vhich will be described later. Since the crisis their growth
halted in 1973-197h, r.covered ir 1976 and 1977, and fe#ll again
in 1978.
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- Issue of variable interest bonds. The issue of crdinary share:;
had traditionally been much greater than debentures, until the

crisis reversed their relative attractions, in 1976 - that is,

The total of these issues amounted to 20-25% of the funding of

the private sector,

Privileged funding

Privileged funding groups are justified by the need to encourage
the develomment of certain sectors or activities, the features
of which are the* they need a2 great deal of investment and/or
they are considered of vital importance to the economy as a
whole. So the privileged groups are an esseantial tool in the
management of Spanish industrial development. Even though they
were started with the object of emsuring finance for particular
economic sectors or agencies, they constituted a real privilage
for those who received this type of financing, insofar as interest
rates considerably lower than those in the market-piace were
eventually established.

The total cost of privileged ‘unding rose from 202,000 million
pesetas in 1962 to somewhat over 4 billior in 1979, an increase
of 20 times. In fixed terms, the increase has been greater than
the rate of growth of the economy, increasing on a rising curve.
Over the whole period 1962-1975, <he savings banks have been the
39%), followsd oy private banking (29%),

) and the Bank of Spain (S$%).

main source of fimds (
government credit (23%
In 1962 privileged finding amounted to 36% of the resources outside
the credit system, rising to a maximum in 1969. At present it

amounts to 37%.
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As is shown in the corresponding table in the amnex, privileged
funding is carried out by the Bank of Spain, the banking sector,

savings banks and government credit through various mechanisms,
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already imposed on savings banks.

Privileged finance for the private sector appeared in early 1960
vhen the rossibility was established of banks automatically
rediscounting with the Bank of Spain loans granted under certaiﬁ,
always favourable, conditions to sectors or activities authorised
by the goverament. In 1971 this system was renlaced by todav's
obligation on the banking sector to direct 5% of its deposits
into the financing of shipbuilding and other capital goods and

3% to exports. Banks also have to allocate 13% of their deposits
to acquiring Treasury bills, the proceeds of which the Treasury

uses to finance official credits.

However, in the early 60's the situation at the Treasury was such
that it had no need of new issues to be placed with the savings

banks, and so, instead of reducing their gucta c¢f public fumds,

they were authorised to use their quotas to buy the stock of
public and private companies as directed by the government.

These acquisitions, together with their obligation to allocate
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a part of their funds to loans for specitic activities -
construction of commmity housing, agriculture, etc. now make
up the privileged financing activities by the savings banks.

Government credit will now be analysed.

As mentioned, the philosophy of privileged groups has been
widely opposed, becaunse it inveives disgnised subsidies and
the artificial maintenance of certain activities. There is a
tendency today to replace this system with quotas for loans of
over three years, with freedom in interest rates, and without
stipulation as regards sectors bemefiting.

Government credit

-

The Official Credit Agencies (EOC)* perform an important role as
suppliers of funding for investments of local bodies, housing,
agriculture, industry and other sactors. Their objectives,
defined in 1971, were to give priority to activities included
in the developmert nlans, direct their operations towards medium
and long term loans, vhilst supporting the needs of medium and
small firms, which had traditionally lacked support.

The basic source of finance for the ZCC's derives from endowments
by the 0fficial Credit Institute, most of which comes Prom <he
Treasury, which in its furn receives funds from the obligatory
placing of pills for investments by the private credit system

at interest rates helow those of the market.

* Danco de Crédito Local, Danco Hipotecario, Banco de Crédito
a la Construccidn, Banco de Crédi<o Agrfcola, Crécito Social
Pesquero, 3anco de Créiito Industrial and export credit through

the Banco Exterior.
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Examination of the operwtion of government credit raises the same
questions as in the case of the privileged groups, and so has led

to a change in its courses of actionm:

. Selecting credit operations on the basis of project
profitability.

. Securing the Z0C's financial stability by limiting the

application of low interest vates in credit operations.

. And. of late, obtaining an increasing proportion of its
resources in the home and foreign markets under competitive
conditions, which raises the cost of funding, and reduces
the gap tetween its credit cperations and those of the
market.

Its importance in the credit system lies in the fact that, although
it cnly constitutes a little over 10% of the private sector credit,
as more than 90% of its operations are medium or long term -
averaging more than 8 years - it is one of the main investment

finance channels.

The problems of the public accounts deficis

From 1976 ornwards, the public sector a2concmy went into deficit,
which grew from 22,000 million pesetas in that year to L00,00C
million in 1580, as a result of the state's absorption of the
socic—economic costs of the crisis (support for f£irms, unemployment

subsidies, etec.).

Thus while until the 70's the public sector generated considerable

savings, the growth of current expenditure over revenue has

resulted i~ the almost tctal disappearance of public reserves.
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Spain’'s procblem is in absolute terms less than taat of other
gimilar cmmiries, since cur deficit is 3.4% of GDP. It is
serious because it has only recently appeared and is rapidiy
groving (it was 1.9% in 1979). Funding this deficit in an
inflationary economy with a large deficit in the balance of
payments poses a series of difficulties.

Covering the deficit has been done in small measure by foreign
finance, by internal issues of public debt %o a certain value,
and above all by credit from the Bank of Spain, which has been
forced to run liquidity down by nlacing bonds with the banking
system. This policy has led ‘o a reduction of funding of the
private sector, and its becoming more expensive, in parallel
with the effects produced in international markets.

Current trends in the financial system

At the beginning of paragraph 2.1. it was explained that the
recent course of Spanish financial policy has been towards
literalisation of the system.

Since the Stabilisation Plan of 1959, the Spanish econamy began

a process of progressive opening up to the outside world, which
is evident both from the importance of imports and expuris of
goods and services in GDP (10% In 1959 and over 30% in 1980)

and from certain features of financial :ransactions, althougk

in the latter case liberalisaticn was delayed. Thus <he crisis,
followed by the public sector deficit, and the balance of payments
deficit with its connected need for greater external finance,
together with the need 2or 2 more rigorcus allccaticn of ecouomic,
financial and physical resources, nas led <0 the requirement %o
liberalise Zurther the financial system in order to adapt its
development to the evolution of the international money market.
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Liberalisation of the financial system began timidiy ia 1974 and
ves strengthened in 1977 and 1981. The trends are towards:

- bringing money interest rates closer to market rates

- reducing the outflow of resources into sectors and activities
decided by the government - by reducing the quotas referred
to above

- opening up the market to greater competition.

These objectives have been put into operation in the following

vays:

Liberalisation of lending and borrowing rates, except for sums
wnder 1,000,000 for a period of under 6 months; liberalisation
and revision of the standards for setting up banks and savings
banks; abolition of regulations to define the operations of
compercial and industrial banks, thus leaving them to specialize
as they think fit; authorising savings banks to undertake other
kinds of banking act vities; widening the fields of action of
cooperatives and rural credit banks; regulating the foreign
bauking sector (there were 3 foreign banks io 1574 and 23 ino
1980); widening the money market so that all xinds of financial
institutions, and not only banks, have access to it; gradual
reducticn 02 obligatory quotas for investments and specially
regulated credit; creation of the Deposit Guarantee Fund for
banks and savings banks; new forms of issue of public debt at
market rates of interest; reform of *he stock market with new
regulations about financial information, orders and applications,

market vresentation. stcck axchange contract letters. ate.
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2.2. External finance

In the past 20 years the Spanish economy has received an increasing
flow of extermal finance, in the form of investments and loans,
which has formed a substantial addition to internal financial
resources, contributed to the rapid economic development of the
country and, over certain periods(*), to covering deficits in

the balance of payments on current account. An idea of the
magnitude of this phencmenon can be gained from the fact that
about a fifth of the outside resources used in our economy have
been of foreign origin. As for their impact on the balance of
payments, they notably raised foreign reserves during the 1956-62
reriod of surplus om current account; in 1962-69, when there was
a deficit on current account, they compensated it, with increases;
and in 1970-73, with new surpluses of the current balance, they
gave a further 1ift to the reserves. Only in the period 19TL4-TT
was there a fall in the reserves, although they remained at a
high level.

As for the proporticn of investments to loans, until 1974 the
former were much larger, but the situation changed in the second
bhalf c¢f the TN's, when credits considerably exceeded investments.
In fact, from 1960 to 1974 net investment totalled 335,000 million
pesetas, as against 225,000 million in loans. In 1675-1980, the
reverse applied, when investments were 400,000 millicn and loams

rose to 800,000 million vecause of efforts tc attract foreign

(#) 1n fact, ia the middle 60's and middle 70's.
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funds, in order to deali with the effects of the petroleum crisis.

Investments in property (*)

The 1959 Stabilisation Plan involved a radical reform of the
legislation on the entry of foreign capital, and favoured the
acquisition of foreign technologicel and financial resources;
although the general norm in *his respect became less permissive,
the favourable attitude of the Spanish government to the penetration
of foreign capital in our country must not be forgotten, for it

has had profound effects on our eccnomic activity.
Basically, the objectives of the liberalising measures were:

. T» raise the ability of the system to create capital,
by adding foreign contributions to that available from

domestic sources.

. To increase the rates of investment and thus to achieve

higher levels of production and employment.

. To introduce more advanced production techniques, and

increase firms' productivity.

. To achieve equilibrium in the balance of payments, by
compensating the chronic deficit on current account with
positive figures in the capital account, and alsoc to reduce

the former by raising export potential.

{*) Direct investments, portfolio investments, investments in
real estate, and other forms of investment.
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The principal measures of liberalisation introduced were:

. Total freedom of foreign investment, without discrimination
or restrictions, up to 50% of company capital. Investments
exceeding this ratio had to be sultmitted for prior approval
by the Council of Ministers; from 1963 to 1973 there were
no restrictions in most sectors. Enterprises connected with

defence, the media and public services were excluded.

. Guaranteed transfer of profits into foreign exchange,
without any kind of limitation.

. Possibility of disinvestment, with authorisation for
conversion and transfer of capital invested, together with

any capital gains.

. Access to internmal credit: 2irms having less than 25%
foreign capital were not limited in this respect; i?f
foreign participation exceeded 25%, they were allowed to
obtain medium and long term credit up to 50% of their
capital; to exceed this proportion, the govarmnment
required an equal percentage of foreign credits to be

obtained.

This legal framework, tcgether with other factors such as the
country's political stability, the existence of a large market

protected against foreign competition, the generous tax regime,
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and the lovw level of wvuges, led to an expansion of foreigr
investment, coinciding with a period of technological and

financial surplus in the advanced western sconomies.
P

Between 1960 and 1979, investment in property totalled 635,000
mliion pesetas, of which 312,500 was direct investment, 258,000
million in real estate, and the rest in portfolio investment.

Direct investment played a very important part in Spanish economic
development, as is evidenced by the fact that 21% of the total
income generated by industry is estimated as attributable to
foreign capital. Reel estate investment has been massive and
growing, linked to the development of tourism and the construction
boam.

The weakest component of foreign investment comprises portfolio
investment, ﬁhich is largely speculative in prcfile and has
reflected the relationship between share levels on our stock
maxket and those on the world markets. Thus when external markets
are moving' upwards, foreign capital does not come to the Spanish
markets, and when there are large rises in Spain, disinvestiment
follows. Foreign investment has remained at about 5% of the total
business on the Spanish stock exchanges, concentrated in the
sectors of banking (30%), electricals (20%), real estate (16%),

vehicles aand steels and other metals.
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Foreign capital penetration

Direct foreign investment uas concentrated on the most dynamic

sectors of the Spanish economy, in particular the chemical industry '
and transport equipment. Over the whole period 1960-75, 31.4%

of investment went to the manufacture of transport equipment,

18% to the chemical industry, 8.4% to commerce, 9.2% to machinery

L o« o o 3_ i Do
aud §.56% to foodstufss.

According to a study of companies with capital exceeding 2 million
pesetas, companies with foreign capital employ 47% of the workforce
and produce 55% of sales.

The industries listed below employ more than 30% of foreign
capital:

. Office machinery and computers (73.3%)
. Cars and engine manufacturing (66.9%)
. Paints and dyes (66..4%)

. Mechinery and tractors (59.7%)

. Rubber processing (46.8%)

. Photographic material (41.3%)

. Scap and cosmetics (41.7%)

. Organic chemicals (38.4%)
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. Car parts (35.2%)

. Dairy products (35.5%)

In sum, the industries of greatest technological penetration
ars the most dynamic, profitable and productive, and have the
greatest technalogical comtent. In fact, foreign invesiment
has contributed to raise the productivity of firms and improve
their management. The presence of foreign capital in Spain is
further illustrated by the following statistics for 1973: of
the 300 largest multinationals, 209 have subsidiaries in Spain,
173 of them for production and 36 for marketing, while 166 have
technology transfer contracts.

Foreign investment and the balance of payments

The expansion of economic activity, lirked with foreign investment,
has produced an absolute increase in expor: capacity. It has

been pointed out that firms with foreign capital participation
have their export potential limited by restrictions imposed by
parent companies, in line with the multinational practice of
market division, whilst at the same time having a greater
propensity to import because of their connection with international
supply networks. Even i these factors operate in practice, it

has to be recognised that foreign market penetration is facilitated

by means ¢f multinationals' commercial networks. According to




recent resesrch, companies with foreign participation export more
than those without, but they also import to a greater extent, and
their commercial balance is thus Gegative. From the bebhaviour of
foreign subsidiaries in this respect it allows one to suspect that
they are more directed towards strongly protected local markets,
thereby contributing to import substitution, than they are to
using Spain as an export base. Hence, in 1974, multinational
Pirme which had established themselves in our country were ohligzed
to fulfil certain minimm export requirements, equal at least to
the average of the industrial sector to which they belonged.
Negotiations with the large foreign firms that wished to set up

in Spain such as FORD, GENERAL MOTORS, etc. have been conducted

along these lines.

Another relevant factor concerning the balance of payments is

the growing amount of net payments abroad for technical assistance
and patents; the negetive balance on this item rose from a

thousand nmiilion pesetas in 1961 to 27,000 million in 1979. In

this respect, it is noteworthy that in the mid-70's these negative
balances exceeded the receipts from direct investments. Furthermore,
payments of dividends and for technical assistance rose from 20%

to 55% of the receipts of private long term cspital between 1960
and 1978.
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Summary of the effects of foreign investment

Foreign investment has contributed to raising the productivity

of firms, modernising machinery, and improving management and '
working conditions. In fact, the most productive industries and

- those of most rapid growth have been those where foreign capital

has come in. This has made a decisive contribution to the balance

of payments, even though payments of dividerds and for technical

essistance have reached very high levels, and the commercial

balance of foreign subsidiaries is in deficit.

Foreign investment has been a means of introducing advanced
techniques, although a negative aspect of this has been the high
level of technological dependence produced in our economy, as is
shown by the fact thet payments for patents ard technical assistance
amount to half the total experditure on technology. It is worth
stressing that in 1970 Spain acquired 7,000 patents. This is
connected with the very low rate of expenditure on research and
development - 0.3% of GDP. So Spain's character as a very dependent

country must be underlined, with few scurces of energy, a low level

of technology, and one whose basic industries (chemicals, pharmaceuticals)
depend to a great extent on the multinationals.
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Finally, the high degree of foreign penetration in certain key
sectors involves a great dependence on foreign decision-making,

vhich limite the level of freedoz in our industrial policy. 3Zemce )
the need to make a real effort in the field of research and

development.

Foreign debt

Foreign indebtedness is a relatively recent phenomenon of the
Spenish economy, and has only become of importance tarough the oil
erisis. In 1973 the foreign debt was 3,500 million dollars, half
the amount of reserves plus expcrts of goods and services. Even
if it arose but lately, it is also true that recourse to Zoreign
credits nas grown spectacularly, increasing by seven times between
1973 and 1980, while GDP unly increased 2.5 times. This was Zue
to the pecessity to compensate for the worsening of the real rate
of exchange, which led to a large imbalance in current foreign

business,

The expansion of the international money markets favoured foreign
funding of the Spanish econamy in 1975-77. The need for public
deficit financing and the currency resirictions which accompanied
the 1977 devaluation, increaseé the recourse to foreign markets.
The process was checked in 1978 when the growth in the current
account deficit was interrupted, and it surzed forward again with

the second oil crisis of 1979 and continued in 1980.

Recourse to the international financial markets during the oil

crisis was started by the public sector as a result of the appearance
of a budget deficit, and the need to fund the losses of the
enterprises of INI. The private sector's recourse abroad continued
%o increase (56% in 1981), and the reduction of the privileged

funding groups and the traditional narrowness of the capital

market contribuved %o this.
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In 1981 the private sector took up 58% of the foreign debt,
concentrated in a fairly small number of firms, prominent amongst

vhich were electricals and motorway concessiocnaires.

A characteristic of the Spanish debt is that it has been obtained

from private financial organisations, at market rates (90% 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 of 15 years (1963-1977) the Wor>d Bank lent Spain

478 million dollars, for a tot.’ of 12 projects. This scanty
contribution was due to Spain's delay in turning to the IBRD for

help, and this prevented our country from bemefiting during a

period of great need for infrastructures, and of weak industrialisation.

Another important aspect of our foreign debt %s the long loan
periods, which are progressively increasing (half is for 5 or more
years), and their concentraticn in floating rate loans (85% of the
total) whick has led to their rapidly becoming more eipemsive: the

average interest rate rose from 6.7% in 1973 to 13.6% in 1981.

It is appropriate to comnsider 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 ratic of interest payments to exports

s . Ee - 2l =~

0as 1ot reached a nigh level: i2.0m ia 150U cuwpared Wilh 1G.0m
for Portugal, 4L1% for Mexico, 25.8% for Turkey, 17.2% for Great

Britain. The following indicators lead to similar conclusions:

a) Total debt servicing/GNP
b) Total debt servicing/Exports

¢) Reserves/Credit taken up
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The figures for these ratios are acceptable and do not threaten

our solvency. The first of them bas reached a value of 2 for

Spain, compared with 5.7 for Brazil, 5.6 for Mexico and 3.8 for

Greece. The second is 11.9, auch lower than the 20% limit which ) /
the World Bank uses to judge a country's situation. Finally the

ratio of reserves to credit takem up is 97.7 in Spain, a very

comfortable figure.

All this is confirmed by analysing Spain's position in the
international ranking of borrowers and its positiom in relation
to the intermational banking community. In the ranking published
by EURCMONEY ia October 1981, Spain is placed (at number 20) in
the first category of bvorrcwers in terms of risk. out of seven
categories listed; nevertheless, the high current propeasity

of the Spanish economy to borrow abroad causes a slight hardening

of the spreads.

In sum, the high level of recourse to external funding by the
Spanish economy must be stressed, and also the role of this in
balancing the deficit during the oil crisis, without compromising
our external solvency. All the same, i% would seem prudent to
slow down the rate of increase of indebtedness, and to adjust

the Spanish economy more firmly to the new intermational

conditions.
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1. DEVELOPMENT OF GROSS DOMESTIC PRCDUCT, INDUSTRIAL OUTPUT
AND GROSS FIXED CAPITAL FORMATION IN REAL TERMS
(Index 1960 = 100)

YEAR Gross Domestic Industrial Gross Fixed

Product Output Capital Formation ) !
1960 100 100 100
1961 112 116 125
1962 123 127 140
1963 132 141 155
1964 139 158 178
1965 149 177 207
1966 162 198 227
1967 171 210 256
1968 182 221 278
1969 197 251 309
1970 209 263 328
1971 219 280 319
1972 238 320 369
1973 259 351 b2
1974 215 376 450
1975 278 376 k32
1976 286 389 423
1977 293 Lok 418
1978 302 415 399
1979 307 429 392
1980 312 L33 297

Source: Research services of the Bank of Bilbao




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 1975-80 1961-65 1965-170 1970- 75 1975-8¢
Spain 10.3 7.5 6.1 2.1 19.0 7.1 6.0 -1.9
CECD 5.7 h.9 3.0 2. 8.6 5.2 1.3 0.7
Source: Spuanish Confederation of Savings Banks
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3. DEVELOPMENYT OF POPULATION, EMPLOYMENT AND PER CAPITA INCOME

IN 1970-1980 (real percentage change)

YEARS 1970-197h
CATEGORY annual 1975 1977 1979 1980
cunulative rate
Overall population 1.01 1.04 1.19 0.9 0.9
Population at work 1.2 1.h -0.1 -1.9 -3.3
Per capita income 5.9 ~-0.7 1.7 -0.h -0.5

(¥) estimate

_99_




. DISTRIBUTION OF GDP BY PRODUCT SECTORS

Agricyltyre Industry Construction Services
and fishing
Structure a. constant 196h prices
as a percentage oi GDP
Year 1955 22.10 25.96 6.69 45,25
Year 1960 22,34 28.72 5.48 43.46
Year 1965 16.31 3h.12 6.57 43.00
Year 1970 13.75 | 36.33 7.%0 h2.52
Year 1975 11.h9 38.90 6.50 h3.11
- Year 1980 10.28 34.06 L.99 50.67

Source: Bank of Bilbao: National income of Spain and its distribution by provinces.




5. DEVELOPMENT OF GDP AT CONSTANT PRICES
(annual rate of growth)

1955-80

gﬁgliziﬁ¥£: Industry Construction Services TOTAL

1955-1975 2.0k 8.01 5.69 5.59 5.84
1955-1960 2.57 L L) -1.64 1.52 2.35 \
1960-1965 1.65 12.04 12.23 8.02 8.25 &
[]

1965-1970 3.h1 8.36 9.59 6.77 7.01

1970~1975 2.12 7.31 3.13 6.14 5.85

1975-1980 2.27 2.20 -2.5h 2.60 2.13

Source: Bank of Bilbao



"
6. DEVELOPMENT OF INVESYTMENTS PRODUCTIVITY IN OECD COUNTRIES( )

. Marginal relationship Investment GDP per capite
Countries 1/GbP of capital to output productivity in ge(197ﬁ)
(1970-7h)

Canada 0.22 h,32 0.23 6,464
Usa 0.17 5.83 0.17 6,598
Japan 0.36 6.32 0.16 b, 152
Australia 0.28 5.53 0.18 5,877
Belgium 0.21 h. 5 0.22 4,388
Denmark 0.22 7.80 0.13 6,026
Finland 0.26 5.40 0.19 h,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 6.30 5.45 0.18 6,280
Ireland 0.23 6.85 0.15 2,180
Italy 0.20 5.77 0.17 2,706
Luxembourg 0.26 6.53 0.15 5,987
Netherlands 0.2k 6.24 0.16 5,109
Norway 0.30 7.32 0.1k 5,847
Portugal 0.19 2.88 0.35 1,507
SPAIN 0.22 h Wl 0.23 2,090
Sweden 0.22 8.11 0.12 6,878
Switzerland 0.29 9.81 0.10 7,340
Turkey:. 0.18 2.70 0.37 Th8
United Kingdom 0.18 6.62 0.15 3,371

AVERAGE 0.2 6.00 0.18 h,621

(®*) Economic Compendium. Spanish Confederation of Savings Banks.
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7. EMPLOYMENT PER UNIT OF OUTPUT AND INVESTMENT PER EMPLOYEE

1965-197h

CECD average
EEC average
Ttaly

Greece

Spain

United Kingdom

Portugal

Number of employees
per million dollars
of value added

Average annual investment
per employee (thousands of
1970 dollars per person)

62
71
88
96
112
128
161

Source: Informacién Comercial Espaficla




8. DEVELOPMERT OF THE RETAIL PRICE INDEX

{ nmcomamdn mn mewecn 1 Smawanna)
A PCh WM VART Bhild Wit L4l o = /

YEARS Rate of increase (%)

1960 1.6 ’
1961 2.0

1962 5.7

1963 8.7

1964 6.9

1965 13.2

1966 6.2

1967 6.5

1968 L.s

1969 2.3

1970 5.6 ;
1971 8.3

1972 8.3

1973 ' 11.4 ]

1974 15.6

1975 17.0

1976 ' 17.6




9. DISTRIBUTION OF 1HE WORK FORCE IN S8PAIN

YEAR TOTAL EMPLOYMENT NG CONSTRUCTION INDUBTRY BERVICEE:

TMousands 5 Thousands % Thrusgnds % Thousands % Thousands 5
1955 11,964.3 100 5,372.0 Wh.5 54 .h 6.3 2,700.6 22.6 3,137.3 26.2
1960 11,640.9 100 4,855.8 h1.7 797.0 6.8 2,87h. 4 24.7 3,117.1 26.8
975 13,351.2 100 3,059.0 22.9 1,315.5 9.9 3,593.2 26.9 5,3383.5 4o.3
1980 11,376.0 100 2,135.5 18.8 1,024 .6 9.0 3,103.3 27.3 5,112.6 kh.9
L - ——

- 588.3 -3,236.5 + 270.2 + ho2.7 +1,975.3

Sourae:

Bank of Bilbao




10. DEVELOPMENT OF THE APPARENT PRODUCTIVITY OF LABOUR INPUT

(Cumulative rates of annual increase)

gggliriﬁzz: Industry Construction Services GENERAL
1964-1971 4,84 T.11 4,56 3.ks 5.86
1971-1975 6.69 T.12 1.93 3.6h 5.88
1975-1680 7.58 5.27 s 1.23 2.ko 4,36

Source:

Bank of Bilbao
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11. INFLATION AND UNEMPLOYMENT IN 'HE SPANISH ECONOMY

(1977-1980)

_ Years
Index 1977 1978 1979 1980
Retail price index
(% annual change) 24 .5 19.6 15.7 15.5
Price index related to GDP
(£ annual change) 22.8 20.C 16.7 12.9
Registered unemployed
(in thousands of persons) 662 908 1,130 1,416
Unemployed as a percentage
of active population 5.0 6.9 8.6 11.0
Unemployed in industry as
a percentage of its active
population ’ 5.1 6. 8.0 10.4

-Bource: I.N.E. and I.N.E .M,



12. DEVELOPMENYT OF PRODUCTION OF A RANGE OF INDUSTRIAL GOODS

(thousands of tonnes)

Growth factor

Product 1960 1980 (1960-1980)
Steel 1,919 12,553 9.8
Cement 5,234 28,009 8.7
Fertilisers 17 2,273 6.8
Paper pulp 292 1,945(#) 10.5
Paper and cardboard 341 2,186(%) 10.3
Sulphuric acid 1,132 2,950(9) h.9
Petroleum distillate 5,825 48,822 11.2
Electricity (million kWh) 18,614 110,553 9.3
Motor cars (thousands) 39 1,025 17.8
Ships (GRT) 167 558 6.2
Television receivers

(thousands) 39 1,110 18.2
Washing machines

(thousands) 17 898 13.1

(*) 1979



13. SUMMARY OF THE MATS ACTIVITIES OF THE ENTERPRISES IN- WEICH INI PARTICIPATES
COMPARED WITH TOTALS FOR SPAIN (1980)

IXI as a percentage

Products Units hu. 54 of natiomal *otals
Mineral enezgy:

Coal Thousands %. 5,198 58.9

Lignite Thousands t. 13,100 87.5

Anthracite Thousands t. 140 3.6
Electrical energy:

Bydroelectricity GVh 3,257 10.6

Conventicanal thermo-

electricity GWh. 23,184 30.9

Nuclea>r thermoelectricity Guh. 190 15.2
Distilled crude oil ™ousands t. 18,349 37.6
Gasificaticn of LNG Thousands t. 16,861 100.0
Distribution of LPG ‘housands +. 2,408 100.0

Chemicals, petrochemicals
and fertilizers:

Etluylene Thousands t. 553 78.3
Propylene Thousands + 188 €5.7
Polyethylene (iD) Thousands t 163 k5.7
Polyethylene (HD) Thousands ¢ S1 Lo.s
Synthetic rubber Thousands t 65 100.0
Acrylonitrile - Thousands t 65 100.0
Amnonia Thousands t. 343 38.0
Nitric fertilizers - T™ousands t. 1,157 42.2
Chemical wood pulp Thousands t. L17 35.6
Man-made fibres Thousands t© 20 52.8
Potassium chloride Thousands t 228 34.6
Steelmaking:
Steel Thousands % 5,345.8 k2.2
Aluminium:
Metal Thousands + 265.3 68.6
Sheet Thousands © k3.1 50.7
Skipbuilding:
Ships laid down Thousands GRT 518.3 9C.€
Ships handed over Thousands GRT L17.8 82.3
Vehicles and tyres:
Motcr cars Thousands uniis 293.5 28.5
Industrial vehiclas Thousands units 25.9 L5.3
Tyres Millicns units 23,1 58,2
Aireraft comstruction:
ircraft built Units 50.0 100.0
Foodstufls:
Treated milk Thousands <. L30.0 16.8
Tomato paste Thousands ©. 9.5 22.1
<. 10.4 21.8

m™inned meats Thousands

Source: R. Tamames. Estructura Econdmica de Espafla




HAS TAKEN PLACE (1980)

4. OUTPUTS AND EMPLOYMENT IN SECTORS WHERE INDUSTRIAL REHABILITATION

.\CATEGOHIES Number Value of Number Reduction in
SEC'IOR of firms (1$t£:§s) employed 2‘:’:282 ;:‘2 i(;yed
Integrated steelmaking 3 195 43,000 9,000
Special steels T 70 21,h00 6,600
Shipbuilding 29 90 ho,000 8,000
Large yards 2 60 25,000 5,000
Small yards 27 30 15,000 3,000
Textiles 7,210 Thé 420,000 Lo,000
Domestic electrical appliances 13 17 23,000 6,000
Portable electrical equipment 2 20 7,416 1,620
TOTAL 7,264 1,198 554,816 71,220

Source: Ministry of lndustry
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15. DEVELOPMENT OF 'THE BALANCE OF PAYMEN1S AND
(millions of pesetas)
(Scurce: Registro de Caja del B. Eepa.ﬁa)
Years Goods Services Transfers
(1) (2) (3)

1961 11,468 17,31 8,055
1962 - 31,927 24,860 10,451
1963 - 56,090 36,964 11,299
1964 - 59,556 51,371 11,784
1965 -101,351 58,888 17,844
1966 -125,619 59,241 29,486
1967 -115,932 53, 151 27,500
1968 -120,522 68,066 31,110
1969 -147,055 Th,062 38,h24
1970 -135,343 105,64 45,939
1971 ~-124,326 131,765 53,746
1972 177,573 159,916 62,710
1973 -208,317 167,505 73,811
197h . -W32,973 176,107 65,870
1975 k11,469 174,394 65,641
1976 -h89, 160 1h6,561 76,h26
1971 -515,365 230,910 89,821
1978 ~-302,966 326,528 110,874
1979 490,472 34l ,9h0 101,433
1980 -8178, 1h2 353,170 143,h37




ITS PRINCIPAL COMPONENTS

Balance of Long term Overall
current account capital balance
(4)=(1) +(2)+(3) (5) (6) = (L)+(5)

13,901 7,163 21,06k
3,384 7,516 10,900
- 71,827 12,485 k,658
3,599 15,784 19,383

-2h,619 11,770 - 12,849

-36,892 26,699 - 10,193

-35,2681 27,976 - 7,305

-21,3h6 36,824 15,478

-3k,569 30,036 - 4,533

16,240 39,318 55,558
61,185 32,058 93,243
h5,053 56,940 101,993
32,999 42.739 75,738
-190,996 101,719 - 89,277
-171,433 137,164 - 3h,267
-266, 176 140,843 -125,331
-195,176 219,155 23,979
134,436 121,936 256,369
- L4,098 168,536 i2h 436
-381,537 273,923 -107,905

-



16. COMPOSITION OF FOREIGN TRADE (%)

Agricultural producls
and foodstuffs

Mineral products
Chemicals and plaslics
Texliles

Footwear

Metals and derived
manufecturing

Machinery and
2lectrical equipment

Transport material

Other

10TAL

1961

55.2
10.9
5.0
7.4
0.7

8.2

3.1
0.5
9.0

100.0

Exports

Source: Documents on the Spanish Economy No.

J. Regquel jo



1980

18.

T.
10.

2.

16.

12.
13.

O VW w O W

13.9

100.

12.

Imports

1961 1980
22.5% 12.9
19.9 k1.1
12.3 .5
8.1 .5
- 0.2
1.1 6.5
15.3 12.5
6.6 h.6
7.6 10.2
100.0 100.0

"The Spanish foreign deficit, an overall view"
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17. RECENT TRENDS OF SOME INDICATORS IN SPANISH FOREIGN TRADE (1976-1980)

1976 1977 1978 1979 1980
Balance of trade (10§ us$) -7,327 ~-6,200 -L11 -5,670 -11,461
Total cover (%) k9.9 57 70.0 1.7 €0.9
Total cover excluding
petroleum (%) 66.2 75.6 93.6 99.0 93.5
Petroleum imports/exports
of goods (%) 51.h4 43.8 35.6 35.9 5L, 1
Value of the peseta as a
function of relative prices (%) 6.6 15.2 11.7 5.3 2.7

Source: Directorate General of Customs, and other calculations
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18. FUNDING THE PRIVATE SECTOR (in thousands of millicns of pesetas

1971 1972 1973 197h 1975 1980

Issue of stock 104 .4 123.6 157.0 162.4 198.2 242.6
. (money markets) (-) (-) (-) (-) (-) (27.5)
. (fixed interest) (43.8) (50.9) (68.7) (69.h4) (92.3) (11h.9)
. (variable irterest) (60.6) \72.7) (88.3) (93.0) (105.9) (100.2;
Loans from the credit system 249.3 7.1 639.7 (752.6 795.6 1,562.2
. (Bank of Spain) (-21.0) (-0.h) (7.8) (24.1) (34.2) (32.0)
. Banking sector) (207.3) (364.0) (510.h) (55k4.5) (567.1) (1,136.0)

(savings Banks) (sh.7) (68.2) (105.7 (139.6) (138.6) (261.2)
. (Government Credits) +«(8.3) (-4.7) (15.8) (3h4.h) (55.7) (133.0)
Public administration loans 0.7 1.8 y.0 5.3 3.9 .k
Cooperative loans T.1 1.1 17.8 19.h 3.9 6h.9
Total internal finance 361.5 553.6 819.4 936.17 1,001.6 1,084 .1
External finance k1.7 57. 70.2 97.9 tht.0 304.0
Unclassified h6.0 32. 50.4 80.9 8h.9 79.9
Total hhg.2 653.3 9h8.0 1,118.5 1,227.5 2,268.0

(1) Excluding financial enterprises

Source: Memorandiia by the Bank of Spain in 1981,
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19. PORTFOLIO OF SHARES AND LOANS

(thousands of miliions of pesetas)

: " PRIVATE -

YEAR TO'TAL BANKING SECTOR SAVINGS BANKS GOVERNMENT CREDIT
Thousands % Thousands % Thousands % Thousands %
millions . millions millions millions

1960 378. 4 100 259.1 68.5 73.6 19.5 hs.7 12.0

1965 911.1 100 600.2 65.9 202.2 22.2 108.7 11.9

1970 2,092.6 100 1,343.6 6.2 529.9 25.3 219.1 10.5

1975 5,627. 100 3,819.7 67.9 1,h36.4 25.5 371.3 6.6

“1980 13,532.3 100 8,763.2 64.8 3,282.6 24.2 1,486.5 11.0

Bource: Bank of Spain statistical bulletin.
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20, PRIVATE SECTGR CREDIT

Total lfrlvate Savings banks Government credit
banking sector
1EAR
Thousands % Thousands % Thousands < Thousands %
millions millions millions : millions
1965 665.6 100 L84.8 72.8 T2.1 10.8 108.7 16.3
1970 1,505.7 100 1,0h2.1 69.0 . 248.5 16.5 219.1 k.5
1975 3,196.2 100 3,196.2 .1 7h5.3 17.3 371.3 8.6
- 1980 10,582.0 100 1,530.8 T1.2 1,911.3 18.1 1,139.9 10.7
. Source: Pank of Spain.
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21.  DISTRIBUTION OF PRIVATE DEPOS1YS WITH SAVINGS BANKS8 AND 1HE BANKING SECTOR

PRIVATE BANKING SECTOR ~ BAVINGS BANKS
TEAT Current % 8avings % 'I‘ime. ' % Current % Savinga " Time ’:—
a/c a/c deposits a/c afe deposits

1960 1e2,k12 | 53 73,176 K} 38,110 16 5,095 | 7 sh,sul | 68 19,k97 | 2¢
1965 273,815 49 185,354 3k 93,kko0 17 15,899 T 158,991 72 k6,315 21
1970 v77.862 | 322,369 | 28 354,225 | 31 ho,821 | 1 322,966 | 56 211,860 | 37
1975 1,277,282 40 726,h76 23 1,155,002 37 158,792 | 10 781,520 50 £ 30,639 ha
1980 2,375,907 33 1,232,155 17 3,621,345 50 hah,057 | 1 1,908,877 50 1,458,773 39
S 1 —1
Source;: Bank of Spain Stetistical Bulletins



22. itik CREDIT SYSTEM
FINANCIALLY PRIVILEGED GROUPS |
(Percentages of resources from outside the system)

e | wer o | SD RO o | e | rmemer

Spain credit

to the

public sector
1962 35.7 30.h 6.0 1.9 13.1 12.7
1963 35.3 31.0 5.0 11.0 14,5 12.8
1964 34.8 29.3 5.9 10.1 .7 12.8
1965 35.4 30.6 5.2 10.8 15.5 13.8
1966 38.0 2.5 5.9 12.0 16.6 15.2
1967 ho.s 3 6.7 12.9 17.8 15.6
1968 h3.6 37.6 6.3 T 19.9 15.5
1969 45.5 39.h4 6.3 15.h 21.6 15.0
1970 45,2 39.8 5.6 15.5 22.3 13.7
1971 hz.6 39.0 3.7 15.8 21.6 11.9
e 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
1974 38.2 3.8 3.8 1.1 19.1 8.8
1975 38.6 33.9 5.3 1.0 18.2 9.4
1976 38.5 25.0 b1 1.7 18.5 9.9
1977 37.9 3h.9 h.7 1h.2 17.0 1.1
1918 37.h 33.0 5.3 13.9 16.2 11.5
1919 37.7 32.4 6.5 13.4 15.0 12.2




23. BEI ReCrirro OF LONG TZRM CATITAL

(mdllions of pesetas)

IEAR
1960
1961
1962
1963

1964
TOTAL 1960-6k

1965
1966
1967
1968
1969

TOTAL 1965-69

1970
1371
1972
1973
1974

TOTAL 1970-Th

1975
1976
1977
1978
1979

TOTAL 1975-79

Private investment

of cavital in prooert

2,95T.4
3,674
5,461.8
9,478k
11,155.8

g

+32,5180

14,183,
14,821,
17,813,
19,855.
22,201.

SV o O &

88,87s.

24,687.
34,157,
45,463,
65,061.
bk ,199.

O 0 3 Vv O

213,570.0

35,021.
26,10k,
L7,804.
92 ,322.
100,L87.

O] WO F N O

301,439.

Private investment
of capital in loans

6,6L8.6
10,uLi.8
2,295.6
L.690.2
5,39L.6

29,473.8

7,708.4
9,s18.8
14,395.1
13,983.2
14,100.6

59,506.1

30,448,
1€,316.
23,474,

5,295.
59,729.

Oy = W w O

W

135,263.

91,226,
105,899.
12k, 163.
129,2L0.
125,26k,

P N S =

pV 1)

575,7T9L.3

Zablie

capital

1,458.0
1,687.8
1,3k6.L
1,357.2

24.0

5,873.4

53s.2
3,018.L
2,601.9
10,291.4
1,878.8

18,321.7

- 2.1
833.3
973.6
755.2
5,823.1

0,383.1

1,78L.2
L2,27L.3
92,818.6
11,249.5

23,066.3
171,157.0

* Sum of dir :t investments, portfolio investments and real estate investments.

Source: "The internationclism of the Spanish Zirm

"




! -8 -

" 2k. NET INVESTMENTS IN PROPERTY
(millions pesetas)

Direct Investments Portfolin Others
Year investments in reel esiate investments (%)
196¢ 2,175.0 19.2 763.2 -

' 1961 2,248.2 91.2 1,128.0 -
1962 1,431.86 962.4 3,067.8 -
1963 2,706.6 1,554.6 5,215.2 -
196k 4,756.8 2,276.2 L,120.8 -
196064 13,318.2 k,905.6 14,295.0 -
1965 7,351.2 3,553.8 3,276.4 -
1966 8,052.0 3,258.6 3,511.2 -
1967 11,310.7 3,106.8 3,396.3 -
1968 10,670.0 6,32¢.0 2,857.4 -
1966 *14,031.5 7,455.0 714.7 -
1965-69 51,415.4 23,702.2 13,758.0 -
1970 15,513.L 10,059.7 - 885.5 -
1971 14,096.6 18,277.7 1,783.6 -
1972 17,761.4 25,459.7 2,2k2.6 -
1973 23,50L.5 34,170.3 7,387.0 -
1974 20,655.2 26,987.8 -3,k41.3 -
1970-Th 91,531.1 114,955.2 7,086.4 -
1975 17,627.0 15,670.5 -4,031.5 5,755.
1976 14,€73.7 12,114.8 -5,768.8 5,08k,
1977 23,083.7 17,2LL.8 701.8 6,733.
1978 L6,465.6 33,012.0 3,7%23.8 9,221.
1979 Sk,384.5 36,803.5 6,655.3 2,64,
1675-T9 156,234.5 114,8k45.6 880.6

29,439.

(%) Until 1974, this was divided between direct and portfolio.
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25. IHE TECIHNOLOGICAL BALANCE OF PAYMENTS: TECHNRICAL ASSISTANCE, PATENTS,
ROYALTY AND TRADEMARK PAYMENTS

(Values in millions of pesetas)

Lm:m RECEIPTS PAYMEN1S BALANCE YEAR RECEIPTS PAYMEN1S BALANCE
1960 561 1,147.8 -1,901.7 1970 1,119.3 9,363.9 - 8,24k .6
1961 174.6 1,305 -1,130.h 1971 1,179.5 10,845, 1 - 9.665.6
1962 30h.2 1,h03.h -1,099.2 1972 1,332.7 12,808.1 -11,475.b
1563 666.6 1,879.2 -1,212.6 1973 1,678.1 15,201 -13,522.9
1964 364.8 2,h09.6 ~-1,648.8 19°7h 2,081 18,150.8 ~16,069.8
1965 270.6 508.2 - 237.6 1975 2,886.7 17,298.6 -1h k11,9 J
1966 397.2 5,816.4 -5,419.2 1976 b,063 31,236.1 -27,173.1 &
1967 We1.7 6,688 -6,206.3 1977 W, h80.7 28,689.9 24 ,209.2 '
1968 798 7,6h9.8 -6,851.8 1978 5,559. 1 30,457 -24,897.9
1969 6h2.6 9,308.6 -8,666.0 1979 7,641,y 34,698.2 -27,056.3
1980 10,873.1 Wl ,393,2 -33,520.1 J

Source: ‘Spanish balance of payments. Ministry of Commerce.
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26. FOREIGN RESFRVES
(millions of dollars)

YEAES Total reserves
1961 891.8
. 1962 1,067.3
1963 1,158.2
1964 1,508.1
1965 1,395.7
1966 "1,214.8
1967 1,090.1
1968 1,151.1
1969 886.5
1970 1,791.9
1971 3,223.5
1972 ' 5,006.2
1973 6,799.5
1974 6,025.3
1975 5,905.4
1976 ‘ k,952.1
1977 ‘ 6,132.4
1978 10,015.4
1979 13,116.6
1980 12,358.1

Source: 3ank of Spain




27. DISTRIBUTION BY LEVEL OF FOREIGN PARTICIPATION IN FIRMS DOMICILED IN SPAIN, WITH PAID-UP
OR NOMINAL CAPITAL OF OVER 2 MILLION PESKTAS

Companies iavestigated

- Namber
- ?ercentage

Paid-up Capital

- Million p3setas

- Percentage

Participation of foreign capital

- As a percentage of paid-up

capital

- A8 a percentage of nominal

capital
Seles
- Milliou pesetas
~ Percentage
Purchases
- Million peselas
- Percentage

pabour costs

- Million pesetas
- Percentage
Employees

- Thousands

- Percentage

A B c D
Without foreign With up to 25% With 25-50% With a majority TOTAL
capital foreign capital | foreign capital foreign
shareholding
49,514 2,656 1,953 1,623 55,746
86.8 4.8 3.5 29.0 100.0
1,146.97 1,182.68 111.42 171 2,612.04
k3.9 hs.3 h.3 6.5 100.0
- 2.52 38.7h 85.3h 8.37
~ 3.23 38.89 84 .51 9.46
3,912.31 3,028.89 2h3.35 375.55 4,989.13
hs .} 35.2 k.9 7.5 100.0
2,532.h6 1,136.45 382.89 609.05 4,660.85
54.3 2k .} 8.2 13.1 100.0
815.11 L57.06 129.98 255.07 1,658.22
k9.2 27.6 7.8 15.4 100.0
1,426 768 179 298 2,671
53.2 28.8 6.7 11.1 100.0
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26. COMMERCIAL BALANCE OF COMPANIES WITH PAID UP OR NOMINAL CAPITAL OF OVER 2 MILLION PESETAS (197T)

COMPANIES EXPORTS IMPORTS Imports COVER RATE
INVESTIGATED (1) (2) excl. petrolerm
refining sector (3) ;
Million Million (percentage)
Number . pesetas 3 pesetas * ' (1)/(2) (1)/(3)
A. With no foreign
capital Lkg,51h 88.8 285.97 48.9 256. 3¢ 2h.9 35.h 1.12 1.13
B. With less than
25% foreign
capital 2,656 L.8 120.89 20.7 456.90 Uh.3 25.7 0.26 0.6
|c. With 25-50%
foreign capital 1,953 3.5 54.87 9.4 136.57 13.2 13.5 0.h0 0.57
D. With a majority
foreign
shareholding 1,623 2.9 122.96 21.0 181.54 17.6 25.h 0.68 0.68
TOTAL 55,746 | 100.0 584.70 ]100.0 | 1,031.37 | 100.0 100.0 0.57 -
C+D 3,576 6.4 177.83 30.4 | 318.11 30.8 38.9 - -

L

Source: Informacidén Comercial Espafiola
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29. FINANCIAL RESOURCES OBTAINED FROM ABROAD:

ISSUE OF MEDIUM AND LONG TERM BANK BONDS AND LOANS

{(Millions of dollars)

Frauce

Greece

Ttaly

Portugal

Spuin

United Kingdom
Mexico

Brazil

1976 1977 1978 1979 1980
3,726.8 3,668.3 3,668.3 h,836.4 b,35h.2
437.8 217.0 555.0 9lk5.0 1,191.2
2,890.0 Ths. b 2,901.6 3,713.0 7,56k.1
182.2 137.0 614.7 811.0 736.0
1,13h.4 2,222.5 2,543.0 h,211.1 4,986.9
5,987.8 3,938.9 6,199.7 3,227.4 3,541.9
50.0 - 341.6 363.0 381.7
1,630.0 3,403.3 5,856.6 7,233.7 5,594 .8

Source: "OECD Financial Statistics"
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30. SPAIN'S FOREIGN DEBTS

(millions of dollars)

1973 197h 1975 1976
Active debts 3,90 5,028 8,ksk 11,241
Servicing debts 1,006 836 1,669 2,020




1977 1978 1979 1980

15, 126 17,h2% 19,497 23,719

2,932 5,661 55,58l L,L68
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31. FOREIGN DEBT OF BORROWERS

1975
millions $

Public Sector 3,918
INI and its enterprises 1,617

. State 1,180
. State railways 123
. Official credit agency 213
. Others 185
Private Sector b ,536
. With Government guarantee 715
Without Government guarantee 3,761
10TAL 8,45k




1981
% millions § %
46.3 11,414 2.0
19.1 5,695 20.9
1h.0 2,311 8.5
8.6 1,600 5.9
2.5 1,630 6.0
2.1 178 0.7 \
(Vo]
&
53.7 15,791 58.0 .
9.2 1,822 6.7
.5 13,969 51.3



