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INTRODUCT 10N

(a) Baslic declsions

The SpecifIc Programme for the Modernizat ion of Portuguese Industry (Pedip)
gives practical expression to the Declaration by the European Economlc
Communlity on the adaptation and modernlzation of the Portuguese economy,
annexed to the Act of Accession of Spailn and Portugal to the Community. |In
the Declaration, the Community recognized In particular the need “to
modernize the (Portuguese) production sector and to adapt It to European
and International economic realities” and sald that It was "prepared ... to
ald Portuguese undertakings, by letting them benefit from its technlical
support and Its credit Instruments”.

Follawving this Declaration, work was begun by the Commission’s departments
most directly concerned, together with representatives of the Portuguese
Government and from the economic and soclial Interests involved In the
Industrial development of Portugal, on decidingways and means of enabling
Portuguese Industry to catch up with the other Community partners and
attain the level of competitiveness It needed for 1992.

in October 1987 the Commlssion drew up the general framework for a specific
programme for the modernization of Portuguese Industry,’ in which It
proposed that Community support should be allocated under four prilority
headlngs:

Priority 1: Faster iImprovement of baslic Industrial Infrastructure;

Priority 2: Stronger foundations for basic and further vocat/onal tralning
for careers In industry;

Priority 3: Flnancing of productive investment;
Prilority 4: Productivity drives.

At Itsmeeting on 12 and 13 February 1988, the European Counc/! | adopted the
principle that a spectal heading (ECU 500 miillon over filve years)
additional to the structural Funds should be entered In the budget. These
resources would supplement the ECU 400 miillon from the ERDF and the
ECU 100 mittllon from the ESF already allocated by the Commission to
Portugal In October 1987 with a view to Improving Industriai
competitiveness. ThetotalPedipappropriationwas further supplementedby
EIBandNIC loans amounting to ECU 1 bllllon over the programme’s flve-year
duration.

1 SEC(87) 1518.
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The resources to be allocated to this special budget headlng were declded
by the Councll In June 1988 In the Regulation on financlal asslstance for
Portugal for a speciflic iIndustrial development programme.’ of which the
two principal provislons are as follows:

i) Introduction of a speclfic budget heading for a five-year perlod
(1988-92), towhich ECU 500 million was allccated at the rate of
ECU 100 million ayear (at constant prices). These resources are
additional to assistance from the structural Funds (Article 1);

(il) confilrmation of the Pedip’s objective, namely “to promote
Industrial development in Portugal”, and of the four priorities
previously ldentlfled by the Commission.

(b) Implementation of the basic decisions

Every year, in accordance with Article 7 of the Reguiation, the Commission
dravs up general guldelines for the Implementation of Pedip’s priorities.

Fundamental to Pedip‘s Impiementation are the principles of partnership
(Article 3 of the Reguiation), complementary functlons, subsidlarity, and
additionallty of resources Introduced by the reform of the structural
Funds, compllance with the rules and budgetary procedures for Community
assistance (Article 4), compliance with Community lav and policies
(Article 5) and Communlity monitoring of the programme’s Implementation
(Article 6).

The Commission Is assisted as regards implementation by an Advisory
Committee, made up of representatives of the Member States and chalred by a
representative of the Commisslon (Article 8).

The Commisston Is required to send the Councl! and Parilament reports
concerning all the modernization measures Introduced, detalling the
expendlture Incurred and assessing thelr effects (Article 9). The flrst
(iInterim) report has to be presented by 1 June 1990. A flnal reportwill
be submitted by the end of 1993.

This report Is divided iInto four parts:

cl) a summary of the programmes;

Cif) implementation, partnership and monltorlng procedures;

(iti) budgetary Implementation;

(lv) assessment.

1 Regulation (EEC) No 2053/88 of 24 June 1988, OJ No L 185, 15.7.1988.



1. PEDIP'S STRUCTURE
1.1 Industrilal strategy: general context

Portugal’'s Industrial development strategy bears witness to powerful
external constraints, especlally as regards indebtedness , highunemp loyment
and an archalc, fragmented and underdeveloped Industrial base. The
combination of these factors explalns why the exporting Industrles have
been chosen as the engline of Industrial development and why the Industrial
strategy ‘s success depends on the abillty to explolt as soon as possible
the opportunitles created by progressively opening up the economy to the
outside world.

Two conditions must be met If the Industrial strategy Is to be successfu!.

Flrst, the present Iindustrial base must be strengthened and Its
technologlical content Increased Jjust as much as Its trading potential. In
Portugal ‘s case there are two obstacles to be surmounted:

(1) Industry Is too confined to the coastal areas, a sure indication of
the productive Infrastructure’s |nadequacy;

(i) the productive base Is too weak and not [nnovatlve enough, the
result of too much past speclallzation In labour-intensive
activitles.

Second, there must be a shift towards progressive speciallzation In new
" Industrlal activities, both capltal goods and high technology. One of the
maln reasons for this change |s that Portuguese Industry cannot rely
forever on Its low-wage cost advantage, whichwl !l gradually be eroded as
Portugal becomes integrated with the Community economy .

inshort, Portugal’s Industrlal development strategy combines investment in
fixed and productlve capital, in invigorating commerclial structures,
explolting pre—commercial R&D pro Jects and schemes to promote Investment In
the modernization and diversification of the industrial base.

These priorities are expressed In Pedip under four headings:

Priority 1: Faster Improvement of basic Industrial infrastructure;

Prilority 2: Stronger foundat!ons for baslic and further vocational trailning
facllities for careers In Industry;
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Priority 3: Filnanclng of productive investment;
Priority 4: Productivity drives.

Prioritles 3 and 4 are glven preference In Pedip and absorb near iy 90% of
the resources In the additional budget headlng.

In the case of Priorities 1 and 2, the add/tlonal budget headlng is used to
supplement asslistance from the ERDF and the ESF, the Intention being, In
principle, to supplement these two Funds In cases where thelr asslistance
criteria did not allow them to provide ald at the time when Pedlp was
launched.

Concrete expression s given to the four priorities through seven
programnes :

Programme 1: Basic and technologlcal Infrastructure;

Programme 2: Vocational trailning;

Programme 3: Incentives to productive investment;

Programme 4: Financlal engineering;

_ Programme 5: Producti;/lty drives;

Programme 6: Industrilal quality and design;

Programme 7: Publiclty, Implementation and monitoring.

All seven programmes have been adopted and are now belng implemented. Only

the setting up, under Programme 4, of the mutual guarantee scheme s still
belng studled by Portuguese officlals.



PROGRAMMES: SUMMARY TABLE

1988 1992
(ECU million)

PROGRAMME TOTAL COST FINANCING

_________________________________________________________________________________ e —————————
PRIVATE PUBLIC OTHER COMMUNITY
SECTOR SECTOR BUDGET Ah(1)

1. BASIC AND TECHNOLOGICAL 1

INFRASTRUCTURE 50,44 15,13 8,83 - 26,48
2. VOCATIONAL

TRAINING 23,84 2,80 5,26 - 15,78
3.1 PEDIP

FINANCIAL INCENTIVES

(SINPEDIP) 1.418,80 283,41 81,49 809,40 244,50
3.2 ENERGY

EFFICIENCY (SIURE) 64,02 - 3,24 51,12 9,66
3.3.1 RESTRUCTURING OF

WOOLLEN

INDUSTRY 54,97 10,11 5,90 21,31 17,65
3.3.2 RESTRUCTURING

OF THE FOUNDRY

INDUSTRY 68,98 -- 8,50 34,98 25,50

(1)Additional heading

- 89 -



TABLE

PROGRAMMES: SUMMARY

(1988 / 1992)
(cont’d)
(ECU million)
PROGRAMME TOTAL COST FINANCING
PRIVATE PUBLIC | OTHER COMMUNITY
SBECTOR SECTOR BUDGET

3.4. BUPPORT FOR SPECIFIC

SECTORS

(PITIE/PRODIBE) 30,46 9 5,34 - 16,12
4. FINANCIAL '

ENGINEERING 76 32 11 ~- 33 &

i

5. PRODUCTIVITY

DRIVES 103,20 34,80 17,10 - 51,30
6. INDUSTRIAL

QUALITY AND

DESIGN 41,47 9,47 8,00 - 24,00
7. PUBLICITY, IMPLEMENTATION

AND MONITORING 11,18 - - - 11,18
RESOURCES NOT YET ALLOCATED - - - - 24,83
GRAND TOTAL 1943,36 396,72 154,66 916,81 | 500
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1.2 Basic and technoliogical infrastructure

Industrial and technological development In Portugal has for many years
been characterized by dependence on external technology. Prime examples
are the technical Inadequacy of baslic Infrastructure and the weakness of
technological R&D Infrastructure. If the country'’'s industrial base Is to be
strengthened and diversified, the excessive rellance on imported
technoliogles must be progressively reduced.

This need Is broadly ref lected In Portugal ‘s Industrial strategy and hence,
in Pedip, in the two components of Programme 1 (Baslic and technologlical
infrastructures) which are:

() stronger basic Infrastructures, | .e. principally the Improvement of
road and rall communlications and the exploltation of natural
resources;

i) the development of technologlical infrastructure.

The additional budget heading contributes to the flnancing of the following
measures:

1) support for the buliding of facllitles for Industrial and trade
assoclations (exhibitlon pavilions and muiti-purpose bulldings
which can be used for tralning and general business support);

i) asslstance for the Improvement of other baslc services and
utl/llities inparticularly poorly serviced areas. invirtualliy all
industrial areas there aredeficliencies inbasic sanlitation, water
supply, effluent treatment and site services which have a very
negatlve effect on competitiveness and severely Impalr the
environment and even occupational and public safety.



PROGRAMME 1

BASIC AND TECHNOIOGICAI INFRASTRUCTURE

(ECU million)

MEASURES YEAR CcOST FINANING
PRIVATE | PUBLIC | COMMUNITY
Jszcwon SECTOR| BUDGET Ah(1)
_________________ e e e o e e e e e e e e e e e e e e e e = — - = —— —
FACILITIES FOR
INDUSTRIAL AND TRADE
ASSOCIATIONS
1989 4,37, 1,31 | 0,76 | 2,29
1990 11,77, 3,53 | 2,06 | 6,18
1991 9,44 2,83 | 1,65 | 4,96
1992 5,78/ 1,74 | 1,02 | 3,03
TOTAL 1989/1992 31,36 9,41 | 5,49 [16,46
BASIC SERVICES
AND UTILITIES
1989 7,16 2,15 | 1,25 | 3,76
1990 1,98 0,59 | 0,35 | 1,04
1991 3,50, 1,05 | 0,61 | 1,84
1992 6,44, 1,93 | 1,13 | 3,38
TOTAL 1989/1992 19,08 5,72 | 3,34 |10,02
TOTATLS
1989 11,53| 3,46 | 2,01 | 6,05
1990 13,75 4,12 | 2,41 | 7,22
1991 12,94 3,88 | 2,26 | 6,80
1992 12,22 3,67 | 2,15 | 6,41
GRAND TOTAL 1989/1992 50,44| 15,13 | 8,83 |26,48
OTHER MEASURES COST [PRIVATE PUBLIC |COMMUNITY
ISECTOR | SECTOR(J)] (ERDF)
1989/1993 620,20 29,56 267,52 |323,12(3)
____________________________ IR A R SR
PROGRAMME 1, TOTAL L670,64 44,69 76,35 (349,60

(1) Ah: Additional heading
(2) Public and quasi-public expenditures
(3) In 1988, the ERDF financed infrastructure projects to the amount of 76,72 m ECU



1.3 Vocational Trainlng

For several decades Portugal has been virtually without an active
vocational training policy . As a resuit, there are skillis shortages. In
recent years there has been a vigorous reaction to this situatlion: short
and medlum-Ilength Intenslve tralning schemes have been set up, Intended
primarl ly for young persons who are unemployed or seek access tounliversity
education. Actlon by the Portuguese authorities has started to have a
positive Impact on the Industrlal base.

Desplte these efforts, vocational training in Portugal still suffers from
serious deficlencies:

(1) training demand Is characterized by the lack of systematic
assessments of requirements by actlvity, reglon, type of firm,
potential tralnees and subject area. Flrms, however, are becoming
more open to cooperationwith tralning institutions, inparticular
higher education estab!ishments;

(i) tralining supply Is characterized by poor know ledge of requlrements
and the predominance of “standard” tralningcourses. Recognitionof
certaln traditional occupatlons and of new occupat ionswhichdo not
fit any existing career pattern Is also poor. These deflclencies
have a signifilcant adverse effect on exports of capltal goods,
which often requlre the services of skllled professionals. The
Increase In supply has not been accompanied by a rise in standards.
There has been some overall Improvement, hawever, as a result of
Community assistance before accesslon, used to establlsh
occupatlonal tralning centres on a decentralized basis.

The purpose of Pedip as far as training is concerned Is to enhance the
value of human resources In industry, focusing on entrepreneurs and
executlves, senlor and middie technical management and technical
speclalists. The fact that In 1989 assistance from the ESF was not yet
programme-based and that certaln measures were not eligible for its
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asslistance explalns why the additional budget headlng Is used to support
Implementation of three maljor Pedip Initlatives:

- Increasing avareness of the Importance of baslic education, englneerling
and technology ;

- assessment of specific training schemes;

- preparing and publishing Instruct)on materlals for Pedip trailning
measures.

Organizations (especlally flrms and trade assoclatlions) are the real
targets of training: the measures to be carried out must have an impact on
the organization of flrms and not Just on the enhancement of workers’
skillls.



_9a_

PROGRA

MME 2

VOCATIONAL TRAINING
(ECU million)

MEASURES COST FINANCING
PRIVATE | PUBLIC EEC
SECTOR SECTOR | BUDG.AK))
INCREASING AWARENESS [ .
TOTAL 4,59 0,46 1,03 3,10
1989 3,11 0,31 0,70 2,10
1990 1,48 0,15 0,33 1,00
1991 - — - -
1992 - - - -=
PROMOTION OF
INSTRUCTION MATERIALS
TOTAL 11,70 2,34 2,34 7,02
1989 4,13 0,83 0,83 2,47
1990 0,66 0,13 0,13 0,40
1991 3,50 0,70 0,70 2,10
1992 3,41 0,68 0,68 2,05
ASSESSMENT
TOTAL 7,55 - 1,89 5,66
1989 2,85 -— 0,71 2,14
1990 0,56 - 0,14 0,42
1991 2,03 - 0,51 1,52
1992 2,11 - 0,53 1,58
TOTAL 23,84 2,80 5,26 15,78
1989 10,09 1,14 2,24 6,71
1990 2,70 0,28 0,60 1,82
1991 5,53 0,70 1,21 3,62
1992 5,52 0,68 1,21 3,63
OTHER MEASURES COST PRIVATE | PUBLIC EEC
SECTOR SECTOR (ESF)
———————————————— L_--—_—_—_-—_—_-_—_—_.._.__.-.— s - v —— ——— ——|— ——— —————
1989 - 1992 178,55 21,05 57,50 100,00
TOTAL PROGRAMME
1989 - 1992 202,39 23,85 62,76 115,78

(1) Ah = Additional headi

ng
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1.4 Incentives to productive investment

By virtue of Its scope and the size of Its budget,the programme of
Incentlves to productive Investment Is the core of Pedip.

The programne compr ! ses various schemes of ald to Industry and Is expected
to have adlrect Impact on the Intensity, rate and al locatlon of Investment
in Portugal In the years ahead. Its successwl il be primarlly determined by
the support It recelves from entrepreneurs.

it Is estimated that more than two thilrds of the resources provided under
the special budget headlngwi il be channelled to filrms through Programme 3
alone.

The objective Is to support the Implementation by Industrial firms of
investment projects almed at modernization, rationalization and
technological Innovation. Initially, activities arehorizontal Inscope and
glve priority to:

- Industry-orlented research, Including the adaptation and local
development of technologles;

— measures to Install and expand productive capaclty, to convert or
dilverslfy productlion and to modernlze ptant and equl/pment;

- Investments In quality management ;

- measures to protect the environment and iImprove health and safety
conditions at work;

- energy saving In Industrial production.

The above measures are supplemented by assistance In certaln sectors,
covering:

- restructuring measures !n a limited number of struggl!ing traditional
Industries;

- measures almed at the development of certain modern Industries with
considerable grovth potential.
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The assistance granted under Programme 3 is In the form of outright grants.
Rates of Intenslity for each project, defined as the ratlo of the grant to
eligible expenditure, vary according to:

~ the proposed policy objective;

- the characteristics of the project:
- the geographical area;

- the industry concerned;

- the age of the Industrial plant.

Programme 3 Is divided Into four subprogrammes:

financlal Incentives (Sinpedip):
~ energy efflcliency (Slure);

- support for Industrial restructuring or modernization;

support for speciflc Industries.

There are three reasons for this structure: (1) clarity — the criterila can
be determined for granting assl/stance geared to speclfic subprogramme
objJectives;: (11) Pedlip has absorbed previous national programnes, deslgned
on the same lines and pursulng simillar objectives, e.g. the energy
efficlency scheme (Slure) and thewool len industry restructuring plan; and
(111) to implement measures required under natlonal strategic programmes
but not covered by thelr resources, e.g. the Integrated Information
Technology and Electronics Programme (Pitie) and the Development Programme
for Capital Goods Industries (Prodibe).

1.4.1 Flinanctfal Incentives (Sinpedip)

The ob ject of Sinpedip Is to assist certaln types of Investment pro ject
contributing to Innovation, rationallzatlion and modernization In firms,
especlally with regard to technology.
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Measures

(1) Investment In the purchase and development of technology
Financing the development of new products or manufactur I ng processes and
the pre-competltive stage of the construction of prototypes or of
pre-production models.
The categories of project eligible are:
(a) research and technological development;

(b) new products and manufacturing processes, Inciluding the
construction of prototypes and experimental pilant;

(c) technologically advanced products or processes;

(d) the manufacture of pre-productlon models and the construction of
pilot plants.

(i) Investment [n Innovation and modernization
Specifically, Investment projects of consliderable technologlical
potential and projects for the modernization, Innovation and
rationallzation of flrms Involving the Introduction of advanced
technology and improved productivity.
The categorles of project elilgible are:
(a) Investment with considerable technological potential;
(b) Investment in modernization/Innovation;
(c) Investment In modernization/rationalization.

citl) Investment In quallty management and environmental protection
The filnancing of investment projects relating to Industrial quality and
design, the protection of the environment or the reduction of
occupatlonal health and safety hazards at the workplace.
The categories of project eligible are:
(a) laboratory quality—control or metrology equipment;

(b) Introduction and development of quality-management systems;
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(c) productcertlificationand the calibratlionof measuring Instruments
abroad;

(d) the purchase of workplace health and safety equl/pment;
(e) the purchase of environmental protection equlpment.
(iv) Specific Investment In capltal equlpment
Thils measure flnances the replacement and upgrading of equipment in
cases not covered by other programmes and not requlring detalled
preliminary studies.
Two categories of project are eligible:
(a) the purchase of equipment to Improve productlivity;

(b) the purchase of equilpment to Improve health and safety, product and
process quallty and environmental protection.

Compatibility with the Reglional Incentives Scheme (SIBR)

The Reglonal Incentives Scheme, or SIBR, approved in January 1988 under the
natlonal programmne of Community Interest financed by the ERDF, complements
Sinpedip.

To ensure that these two schemes are complementary, It has been declded
that Sinpedip will be targeted at Industry and, except In well-deflned
exceptlional cases, will cover the most developed areas of the country
around Lisbon and along the coast, !|.e. areas 1| and 2 (see attached).

The rest of Portugal wlll be covered by assistance from the SIBR.
Sinpedip grants cover 20% to 70% of ellgible expendlture, depending on a
project’s technologlcal characteristics. By contrast, SIBR asslistance can
be as much as 75% of the Investment cost.

1.4.2 Energy efficliency (Slure)

Sture Is a scheme of incentlves to promote energy efficlency, authorized by
the Commission as a natlonal ald scheme (Decision of 20 January 1988 under
Articles 92 and 93 of the EEC Treaty), which Is currently In force.
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SUBPROGRAMME 3.1

PEDIP FINANCTAL INCENTIVES (SINPEDIP)

(Ecu million)
MEASURES CoS8T FINANCING
PRIVATEFPUBLICr OTHER [ EEC
S8ECTOR |S8ECTOR BUDG. Ah(1)
1.TECHNOLOGY
TOTAL 70,94 14,18 6,62 30,28 19,86
1988 10,60 2,12 0,40 6,89 1,19
1989 16,39 3,28 | 1,69 6,35 5,07
1990 14,81 2,96 | 1,53 5,74 4,58
1991 14,57 2,91 1,50 5,65 4,51
1992 14,57 2,91 1,50 5,65 4,51
2. INNOVATION/
MODERNIZATION
TOTAL 1205,77 240,83 163,54 (710,79 |190,61
1988 '198,89 39,42 11,70 (112,65 35,08
1989 340,04 68,06 |[17,52 (201,90 52,56
1990 180,22 36,05 9,29 |107,00 27,88
1991 243,31 48,70 12,50 (144,60 37,51
1992 243,31 48,60 12,53 |144,60 | 37,58
3. QUALITY/
ENVIRONMENT
TOTAL 63,41 12,67 6,45 24,93 19,36
1988 3,07 0,61 0,23 1,54 0,69
1989 16,39 3,28 1,69 6,35 5,07
1990 14,81 2,96 1,53 5,74 4,58
1991 14,57 2,91 1,50 5,65 4,51
1992 14,57 2,91 1,50 5,65 4,51
4. PLANT AND EQUIPMENT
TOTAL 78,68 15,73 4,88 | 43,40 | 14,67
1988 1,20 0,24 | 0,04 0,78 0,14
1989 21,04 4,21 1,31 11,57 3,95
1990 19,00 3,80 1,19 10,45 3,56
1991 18,72 3,74 | 1,17 | 10,30 3,51
1992 18,72 3,74 | 1,17 | 10,30 3,51
TOTAL 1418,80 283,41 (81,49 (809,40 (244,50
1988 213,76 42,39 [12,37 [121,90 | 37,10
1989 393,86 78,83 (22,21 (226,17 66,65
1990 228,84 45,77 13,54 128,93 40,60
1991 291,17 58,26 (16,67 (166,20 50,04
1992 291,17 58,16 |16,70 [|166,20 50,11

(1) Ah: Additional heading



- 14 -

Pedip Subprogramme 3.2 provides for Slure to be part-financed from the
Pedip budget without modilficat!ion of the scheme.

Siure Is thus financed from two sources: Its own budget, and the speclal
headlng for Pedip in the Community budget.

The object of the scheme is to promote energy saving In Industrial flrms.
The particular goals can be summarized as follows:

(a) to promote energy efficiency (management, conservation and
diversification of supply);

(b) todecentrallzeenergyproduction(renewabieresources, energy from
waste, comblned production of heat and power);

(c) to stimulate RE&D on new forms of energy production and use, and
assocl/ated technologies, Including the manufacture of energy
equlpment.

Projects ellgible for the ald scheme are of three types:

) Investment projects In the conservation and saving of energy and
fuel, Including changes to productlion processes and equipment,
whose purpose Is to reduce speclfic consumption or energy costs;

(i) Investment projects concerning the product lon of energy and fuel,
renewab le resources, energy fromwaste or by-products, or combined
heat and pawer technology;

(itt) lnvestment projects relating to the substlitution of other sources
of primary .energy for the burning of oll products.

Pedip assistance cannot be combined with assistance granted under the
Community’'s Valoren programme.
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SUBPROGRAMME 3.2

ENERGY EFFICIENCY (STURE)

(ECU million)

MEASURES COoSsT FINANCING
——————————————————————————— e o ———— - —h —————— - - - — - — - — - -
PUBLIC OTHER EEC
SECTOR BUDGET Ah(1)

----------------- R s LSRR
1. CONSERVATION

TOTAL 23,42 1,29 18,26 3,87

1989 4,90 0,27 3,82 0,81

1990 5,26 0,29 4,10 0,87

1991 8,00 0,44 6,24 1,32

1992 5,26 0,29 4,10 0,87
2. PRODUCTION

TOTAL 23,42 1,29 18,26 3,87

1989 4,90 0,27 3,82 0,81

1990 5,26 0,29 4,10 0,87

1991 8,00 0,44 6,24 1,32

1992 5,26 0,29 4,10 0,87
3. SUBSTITUTION

TOTAL 17,18 0,66 14,60 1,92

1989 3,60 0,14 3,06 0,40

1990 3,86 0,15 3,28 0,43

1991 5,86 0,22 4,98 0,66

1992 3,86 0,15 3,28 0,43
TOTAL 64,02 3,24 51,12 9,66

1989 13,40 0,68 10,70 2,02

1990 14,38 0,73 11,48 2,17

1991 21,86 1,10 17,46 3,30

1992 14,38 0,73 11,48 2,17

(1) Ah = Additional heading
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1.4.3 Ald for Industrial restructuring or modernization

Pedip Is part of a general strategy that reflects the priority given by the
Community to the establlshment of a favourable environment for Industrial
development .

in Itsdefinitive structure, hawever, Pedip must, since It Is an integrated
programme, take account of sectoral measures already In progress. Such
measures have Indeed been Incorporated, under separate arrangements,
resulting essentlally In restructuring plans for the woollen Industry and
metal manufacture.

(1) Restructuring programme for the woollen Industry

The wool len Industry is currently the fourth largest branch of Portugal’s
text/le and clothing Industry: It accounts for 12% of total production,
emplioys some 25 000 workers and Is almost entlirely Ilocated In north-east
Portugal (Inland Beria).

The Industry plays a plvotal role between the varlous parts of the textl!les
and clothing sector, especially as a suppller to manufacturers of knitted
and woven garments, which make an Important contribution to the sector’s
total exports. It also accounts for 80% of economic activity In iInland
Belra.

The industry developed on the basis of Iow—cost equipment, rav materlals,
energy and labour , which resulted In low Investment and a plethora of small
firmswlith |nadequate operat lonal structures. Lack of capital prevented the
cost-structure ad justments needed to keep upwith the changes in production
conditions.

Most firms |In the Industry are In sharply worsening financlal and
technological stralts, and lack skillled labour and management capacity;
they cannot recover wlithout outside help.

Despite consliderable structural difficultles, which became apparent In the
1970s, no specific ald scheme has been Introduced for Portugal ‘s textiles
and clothing sector, or for Its woollen Industry [n particular.

The purpose of this programme Is to Increase the Industry’s
competltiveness, modernlze Its structures, Iimprove the quality of Its
production, strengthen I ts technologlcal capacity and upgrade the skills of
both workforce and management.
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Measures
The scheme provides grants for:
- the restructurlng- of firms;
~ Investment In the modernization of plant and equlpment;

- technical assistance for raticnalization, emplioyee training, market
research, the development of new products and processes, energy saving,
etc.:;

- part-flnancing for the salarles of executiveswith ahigher—-educationor
equivalent qualification In textliles, mechanical or chemical
engineering, busliness organization, management or economics, In the
context of a restructuring project.

On these conslderations, the Commisslion authorized the programme as a
national ald scheme (Declsion of 27 April 1988 under Articles 92 and 93 of
the EEC Treaty), at the same time providing, at the request of the
Portuguese authoritles, for the possibility of part-financing under Pedip.
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SUBPROGRAMME 3.3.1

RESTRUCTURING OF THE WOOLLEN INDUSTRY

TOTAL COST
______________ -
30,11
16,59
8,27
54,97

8ECTOR

{1)Ah: Additional heading

(ECU million)

FINANCING

PUBLIC| OTHER COMMUNITY
SECTOR BUDGET Ah(l)
1,97 7,11 17,65

2,62 9,46 -

1,31 4,74 -

5,90 21,31 17,65
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(11) Restructuring of the foundry Industry

The ob ject Is to restructure the foundry Industry with aview to Increasing
competitiveness by reducing costs, Improving quality, and strengthening
technological and management capacity.

The main features of the foundry Industry In Portugal are the reglonal
concentration of firms and thelr small slize. Annual output (1987) was
120 000 t, of which 80% was produced by the ferrous metals sector. The
latter exports nearly 45% of Its production, but the non-ferrous sector
only 25% (most ferrous exports come from three plants manufacturing
mal leable cast lron). Ferrous productlion Increased by 31% between 1985 and
1987, non-ferrous by 55%.

The Industry has a workforce of about 8 000, 22% of whom are aged 50 or
over, and 75% of whom are unskl | led; 80% of the total workforce Is directly
employed In production.

Rav materlals and electriclity are the two largest cost components. Plant
and machinery Is generally old - 26% Is over 20 years old and 7% of
machilnery must be regarded as obsoclete.

Productivity Is about one third of the Community average, partly as a
resuit of the Ilav level of mechanizatlon, especlally at the casting stage.

The objectlves are:

- reduce production costs and losses;

- maximize capacity utilization;

~ reduce speclfic energy consumptlon;

- Improve flnancial indlcators;

-~ step up training;

—~ adopt a more aggressive marketing strategy;

- Increase productivity, in particular by improving working conditlions;

- Implement environmental protection measures.
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The means of achleving these objectlves can be classifled as follows:

&y
(a)

(b)

(c)

(D

(@RED)

speclflc measures
structural measures

- productlve investment: outside consultants for drawving up
restructuring plans; modernization/rationalization/innovation
plans; quallty managément and environmental protection or
health and safety plans; energy efficlency projects;

- technological assistance and tighter management: technical
assistance, licences, etc., famillarizing staff with techniques
and technologles Introduced under restructuring plans, salaries
of technical management recruited for an iIndefinite period;

- flhancling: Interest subslidies on borrawings to Improve cash
filow;

Infrastructure measures

technical assistance, training and market | ng measures on a sectoral
scale, submitted by existing bodies and unconnhected with other
measures;

other (no filnancial contrilbution under the programme)
consolidation of soclal securlty debts; tax rellefs and exemptions;
comp lementary measures

for restructuring projects, preferential access to other Pedip
programmes.(not Sinpedipor Siure): combinedapp!icationsby flrms,
guaranteed recelpt of ald, maximum rate of asslistance;

soclal measures

InconnectionwithMinistry of Empiloyment alternative Job creation

measures, grants for flrms taklng on workers made redundant by
restructuring in the Industry.
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BUBPROGRAMME 3.3.2

RESTRUCTURING OF THE FOUNDRY TINDUSTRY

(ECU million)

MEASURES COST FINANCING
PUBLIC OTHER | COMMUNITY
SECTOR BUDGET Ahl)
————————————— - - o ] —— —— — — - s ——— S . E——— ———— — v —————
STRUCTURES (
TOTAL 68,82 8,46 34,98 25,38
1990 22,75 2,78 11,63 8,34
1991 22,95 2,83 11,63 8,49
1992 23,12 2,85 11,72 8,55
INFRASTRUCTURE
TOTAL 0,16 0,04 0,00 0,12
1990 0,04 0,01 0,00 0,03
1991 0,06 0,015 0,00 0,045
1992 0,06 0,015 0,00 0,045
TOTAL 68,98 8,50 34,98 25,50
1990 . 22,79 2,79 11,63 8,37
1991 23,01 2,85 11,63 8,54
1992 23,18 2,87 11,72 8,60

(1) Ah = Additional heading
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1.4.4 Support for speclific Industries

Portuguese Industry Is under-represented In sectors that are regarded as
strateglically Important for competitive speclalization, In particular:
- Information technology; and

- caplital goods.

Those two areas account for only 10% of gross value added In Portugal’s
manufacturing Industry. ) '

Moreover, they exhibit structural weaknesses In technological capacity and
workforce skillis.

They nevertheless have potentlal for development In the years ahead, and
aggressive expanslion strategles are needed.

The alm of subprogramme 3.4 Is to provide the speciflic additional support
necessary for Implement ing two strategic Industrial pollcy programmesdravn
up by the Portuguese Government :

- the Integrated Information technology and elecfronlcs programme (Pltie);
- the development programme for capltal goods Industries (Prodibe).

These strateglic programmes are Implemented chief ly through two other types
of Instrument: )

(1) Preferential support for Pltie and Prodibe projects under Pedip
operational programmes. Under speclal rules, Pitle and Prodibe
projects are granted preferential treatment In the form of higher
or maximum rates of asslistance, guaranteed support up to certaln
celllngs and permission to submit combined applications;
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(2) Other reglonal development operational programmes, In particular the
SiBRregional Incentlves scheme and the Comnun ity support Instruments,
especlally In the scilentific and technological fleld.

(1) Additional support under the Integrated Information technology and
electronics programme (Pitle)

Information technology (IT), en:bracing the software and information
industries, and electronlics-based products play amajor role Indeveloping
economic competlitiveness In Industry, services and marketing.

In Industry, IT Is involved in the technological upgrading of products and
manufacturlng processes and in the computerization of management tools.

in services, Information technology Is used to automate administrative
operations.

in marketing, IT applications facllitate relatlons between producers and
consumers.

Four schemes are planned.
A. Evaluation of human resources and training

The aim Is to match the manpower skllils and resources to the needs of
Industry by Influencing tralning structures.
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8. Information Technology and Electronics Pramotion Office (Gatle)

The task of the Informat!on Technology and Electronlcs Promotion Offlice
(Gatle) Is to boost the development of the IT anq electronics Industry and
market In Portugal In accordance with the Pitle strategy.

Gatle Is a standing advisory body.
it Is to be launched with four projects:

Project 1: Strateglc survey of markets, technologies and regulatory
provislions .

The alm Is to observe national and Internatlonal trends In
markets, technologies and legilslationwith aview to carrying
out studlies prior to launchlng Integrated management , CAD-CAM,
automation and microelectronics programmes;

Project 2: Support for the development of the domestic IT andelectronics
Industry and its products

This project seeks to vitalize the Industry as regards
products, processes, management and Intersectoral Integration;

Project 3: [International cooperation

Gatle Is furthering Portugal’s participation in internat!onal
projects and Community schemes aimed at stepplng up technology
transfer In Europe and fosterlng the International exchange of
technology and experlence;

Project 4: Support for the use of Information technology and stimulation
of the IT market; Integration of IT systems In services,
Industry, commerce and agriculture.



C.

Software Industry

The development'strategy In this area Is based on:

D.

tralning for persons educated to secondary level or above to satlisfy
empioyers’ needs;

development of R&D centres;
development of software houses;

incent lves to encourage major international firms to set up subsidiarles
In Portugal developing software for operational systems;

wilder use of computer technology through scheduled contracts wlith
domestic production entities;

helping buslinesses to move Into the European market with priority
support for Joint ventures.

information Industry

Portugal‘'s Information industry Is to be developed through:

training In Informatilon sclience at postgraduate and higher and secondary
education level;

promoting RE&D activities by setting up multldlsclpllnary teams of
suitable size;

supporting the establishment in Portugal of one or more database
development and operation centres;

supporting the Industry’'s commerclal Integration Into the European
Information market with priority support for Jolnt ventures.
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SUBPROGRAMME 3.4.1

INTEGRATED INFORMATION TECHNOLOGY AND
ELECTRONTCS PROGRAMME ITIE

(Ecu million)

~
PRIVATE PUBLIC COMMUNITY
S8ECTOR 8ECTOR BUDGET AR(1)
A. HUMAN RESOURCES
AND TRAINING

1989 0,06 - 0,02 0,04
1990 0,76 - 0,19 0,57
1991 0,41 - 0,10 0,31
1992 0,41 - 0,10 0,31
TOTAL 1,64 - 0,41 1,23

B. GATIE
1989 0,28 - 0,07 0,21
1990 0,47 - 0,12 0,35
1991 0,58 - 0,15 0,43
1992 0,47 - 0,12 0,35
TOTAL 1,80 -- 0,46 1,34

C. SOFTWARE

INDUSTRY
1989 0,82 0,39 0,11 0,32
1990 2,34 1,09 0,31 0,94
1991 2,85 1,28 0,39 1,18
1992 2,85 1,28 0,39 1,18
TOTAL 8,86 4,04 1,20 3,62

D. INFORMATION

INDUSTRY
1989 0,43 0,16 0,07 0,20
1990 3,34 1,29 0,51 1,54
1991 4,38 1,60 0,70 2,08
1992 3,50 1,19 0,57 1,74
TOTAL 11,65 4,24 1,85 5,56
TOTAL 23,95 8,28 3,92 11,75

(1) Ah: Additional heading
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C11) Development programme for capital goods Industries (Prodibe)

Prodibe’‘s general obJective Is to ImprovePortugal'’s technologlical capaclty
by both expanding and upgradling Its capital goods iIndustries.

The strategy adopted is to encourage Innovative investment In the capltal
goods Industries for producing new capltal goods or upgrading exlisting
production, wilth the back-up of sectoral measures to Increase technological
assistance and Information resources (technology, vocational training,
quality, organlzation and management).

The programme covers the follawing activities:
A, Publicizing the opportunities for manufacturing new capltal goods

Prodibe’s maln aim Is to Introduce the manufacture of new capital goods
into Portugal. This campalgn by the Ministry of Industry and Energy (MIE)
supports that strategy by publiclzing the speclific development
opportunities In the area. .

Existing producers and potential forelgn lnvestors are belng targeted In
order to encourage them to set up Jolnt ventures.

8. Campaign to Improve the image of the capital goods Industries

The alm of this measure Is to devise and conduct a campalign to Improve the
Image of Portugal’s caplital goods industries, first determinlng the target
markets and the resources to be used.

Speclalized filrms for carryAlng out the campalgn have been selected by
competition.

Two moblle units have been set up for the purpose of promoting, both
nationally and abroad, technologically advanced equipment already
manufactured In Portugal, publiclzing and promoting prototypes that could
be put Into production In Portugal and organlzing speciallzed training
schemes In firms.
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C. Framing a vocational training pollcy

The alm here Is to stimulate the supbly of training by drawing up a list of
the training needs of the caplital goods Industries {(courses, humber of

potential trainees, tralning areas to be covered and geographlical
distribution).

D. Offlce for Pramoting the Production of Capltal Goods (Gape)

The aim of the Office Is to steer and stimulate the necessary activities
for Implementing the Prodibe strategy.

Gape's tasks are to:

- provide information on Prodibe and assist firms In draving up
applications;

- carry out the activities planned In Prodibe and take part In studles
that do not form part of the programme;

-~ monltor progress and evaluate results.

Gape Is composed of an Advisory Commlttee (whose members are appointed by
the Ministry of Industry and Energy) and a technical team (three or four
highly qualifled professionals).

E. Prototype development

The aim of this actlon Is to help launch prototype development projects
mounted, Inconjunctionwith technologlcal research centres, by comnercial
firms engaged In Importing or exporting capltal goods.

F. Preparation and use of manufacturing specifications

This scheme wllil finance the preparation of complete manufacturing
speclfications, with descriptions and dravings of parts, to define and
optimize goods already in production and the manufacturlng processes and
technologlies used.
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SUBPROGRAMME 3.4.2

DEVELOPMENT PROGRAMME FOR CAPITAI GOODS INDUSTRIES (PRODIBE)
‘ (ECU million)
MEASURES CoST FINANCING
PRIVATE | PUBLIC EEC
SECTOR S8ECTOR BUDG.Ah(])
A. PUBLICIZING
OPPORTUNITIES
1989 0,20 - 0,05 0,15
1990 0,60 - 0,15 0,45
1991 - - - -
1992 - - - -
TOTAL 0,80 - 0,20 0,60
B. IMAGE PROMOTION
1989 0,16 - 0,04 0,12
1990 0,85 - 0,21 0,64
1991 0,12 - 0,03 0,09
1992 0,12 - 0,03 0,09
TOTAL 1,25 - 0,31 0,94
C. VOCATIONAL
TRAINING
1989 0,10 - 0,03 0,07
1990 0,20 - 0,05 0,15
1991 - - - -
1992 - -— -- -
TOTAL 0,30 - 0,08 0,22
D. GAPE
1989 0,20 - 0,05 0,15
1990 0,50 - 0,12 0,38
1991 0,50 - 0,12 0,38
1992 0,50 - 0,12 0,38
TOTAL 1,70 - 0,41 1,29
E. PROTOTYPES
1989 - - - --
1990 0,41 0,12 0,07 0,22
1991 0,41 0,12 0,07 0,22
19382 0,41 0,12 0,07 0,22
TOTAL 1,23 0,36 0,21 0,66
F. MANUFACTURING
SPECIFICATIONS
1989 - - - --
1980 0,41 0,12 0,07 0,22
1991 0,41 0,12 0,07 0,22
1992 0,41 0,12 0,07 0,22
TOTAL 1,23 0,36 0,21 0,66
TOTAL 6,51 0,72 1,42 4,37

(1) Additional heading’



1.5 Financlial englneering

This programme was devised In order to open up access to the Pedip
flnancial Incentives scheme (Slnpedip) for firms which, although viable,
would otherwise have been dlsqualified because of temporary cash-flow
problems or thelr Inadequate financlal structure.

The alms of the programme are to:

1. Flnance investment projects, alongslde companles’ capital and reserves
and any grants they recelve, on more advantageous terms;

2. Put back on a sound footlng businesses that are economically viable but
suffer from serious flnanclal handlcaps;

3. Inject caplital Into firms so that they can quallfy for assistance under
Sinpedip;

4. Set up a guarantee system facllltating access for smail and medlum-sized
businesses to the banking operations Involved in international trade;

5. Set up mutual guarantee companies to facllltate access to credit for
SMEs .

The measures to be carried out will supplement and catalyse the Incentive
schemes already In exlistence or set up under Pedip; they are targeted
chiefly on small and medium-slzed businesses and are coordinated with
activities In the banking sector, In order to Identify and make the most of
possible synergles.

A. Investment flnancing (Guarantee Fund)

This action should be regarded as an essentlal concomitant to the ald
scheme to be set up under Pedip Programme 3.

“Fundos conslgnados” (participation securitles, 1 ssued as debt
certifilcates) are a speclial means of flnancing specific Investments whereby
the return that holders recelve depends on the results of the Investment
(or exceptlionally, the results of the busliness).
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Investment projects are therefore filnanced In the follawing manner :

~ Investment projects Involving normal risk exposure are flnanced through
the banking system, and In particular loans from the EIB;

- Projects Involving greater risk exposure are flnanced by “fundos
conslignados” Issued by venture capltal companies (elther private or set
up under scheme B) and underwritten by lapmel.

The Guarantee Fund set up under Programme 4 provides the necessary security
for “fundos consignados” issued In order to flnance high-risk projects.

B. Financial restructuring and Industrial development: Creatlon of two
venture capltal companles

The Portuguese Government has assisted In the setting-up of two venture
capltal companies (Norpedip and Sulpedip, which operate In the north and
south of the country respectively), wih the following aims:

(a) to acqulire a stake In investment and technological Innovation projects
of speclal value to Industry (wherever possible In addition to the
holdings taken up by other venture capltal companies or other
market /private sector Investors);

(b) to contribute to the financlal recovery of companies carrying a heavy
inherited burden of debt, but making a clear operating profit and
enjoying a genuine chance of survival.

C. Mutual guarantee system

Small and medlum-slzed buslinesses find It difficult to obtaln bank loans.
There are many reasons for this, but one Is the problem of bank exposure
stemming from the undercaplitalization and small size of many flrms.

The mutual! guarantee system Is a flnanclal mechanism whereby member firms
take JoiInt [lablllty for credit defaults by contributing to a fund.

A mutual guarantee system was suggested by Commlssion departments as an
essentlal means of providing filnanclal support for small buslnesses.
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This scheme Is stlil under consideration by the Portuguese authorities and
will be flpallzed Iin the course of 1990 once the preparatory work (regional
and national workshops and fact-rinding missions) has been completed.

The financlal contrilbution to this programme has the pecullarity of belng
disbursed on a one-off basls, for the Introduction of the scheme In
question (setting up the abovementioned funds or companies, which then
contlnue to operate without any additional flnancing).



A) GUARANTEE

FUND

1988
1989
1990
1991
1992
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PROGRAMAMME 4

FINANCIAL, ENGENEERING

12

PRIVATE
S8ECTOR

(ECU

PUBLIC

million)

COMMUNITY
BUDGET Ah(1)

B) VENTURE
CAPITAL

COMPANIES

1988
1989
1930
1991
1992

64

32

24

TOTAL

1988
1989
1990
1991
1992

76

(1)Ah: Additional heading

32

11

33




1.6 Productivity drives

The aim of this programmne ls to boost Industrial productivity by promoting
demonstration/publicity schemes almed at slignificantly Increasing the
efflclent use of factors which affect productivity or by supporting schemes
which serve the same purpose but are too speclalized to be Included In the
other Pedip programmes.

The competitive advantage enjoyed by Portuguese Industry can be chiefly
ascribed to Iow wages; conslidering that Iabour costs wlll have a
decreasing Influence on production costs and that unit I|abour costs will
rise steadily as new technology Is Introduced, It can be concluded that
Portugal’'s present competitiveness cannot last and will not guarantee a
gradual long-term rise In the return on the factors of production. '

Low productivity Is therefore a fundamental obstacle to preparing Industry
for the structural changes needed to bring about a substantial and lasting
improvement In competitiveness.

The programme comprises two subprogrammes:

Subprogramme 1: Demonstration, publicity and promotion

The specific alm of thils subprogramme Is to promote and spread Ideas,
concepts and techniques that have a significant Impact on Improving
industrial productlivity.

It comprises four schemes:

(1) Business demonstration scheme

Schemes for Increasing buslness productlvity are not sufficlently
widespread: this stems from a lack of Information on the Impact of given

technologles and management methods and, Indeed, the difficulty of applyling
technologles for general use to particular cases.
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These schemes wlll be Implemented in stages:

— assessment of a particular flrm‘'s productivity and Identification of
action for Improving It. The flrm in question will constitute a
“demonstration enterprise”;

- ald to enable the “"demonstratlion enterprise” to carry out the course of
actlon Identified;

- publiclizing and promoting the course of actlion among other firms In the
same or other branches of Industry;

- ald for replicating the demonstration In other Industrial firms.

Demonstrations will differ according to the level of disclosure agreed to
by the demonstration enterprise at the publicity stage.

Effectlilve transfer of the technology or technique demonstrated must be
ensured by handing the pubticity work over to an Independent outside body
knavn as a “Competence Centre”.

(1) Promotion of business cooperation

Cooperation between flrms, In particular SMEs, enables them to achleve the
necessary “critical mass” In such fields as production (speclalizatlon and
complementarity), supplies and marketing.

The purpose of this scheme Is to stimulate cooperation by creating
favourable conditions for Its development, and It Invoilves two types of
actlon:

(a) Stimulation of cooperation, subcontracting and “partnership” schemes

The alm of thls measure Is to develop cooperation — whether vertical or
horizontal, occaslional or lasting - between Portuguese flrms;

(b) Support for the participation by Industrial firms In Community
programmnes

Cooperation on such programmes wlth flrms In other Member States wiil
strengthen the technoliogical know-how and management capaclty of Portuguese
firms and Internationalize thelr operations by giving them a filrmer
foothold not only on thelr tradltional markets but also on new markets
within the Communlty or non-member countries.
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(l11) Promotion of health and safety at work

The purpose of this scheme s to study, promote and publiclize action
undertaken In the fleld of health and safety at work (HSW) and working
conditlions In Industrial firms. Ald wlll be granted for the followling:

1. Studies on HW In flrms belongling to branches of Industry where the
problem Is most acute;

2. Publiclity for natlional or Community leglislation on HSW (preparation of
leaf lets and brochures, organization of symposia and seminars, etc.);

3. Promoting the use of technologles and methods of organization leading to
an Improvement In conditlons affecting health, safety and the working
environment (e.g. publicizing “clean technologles”, demonstrating and
publiclzing successful HW experiments carried out by filrms, etc.).

(lv) Studies

The purpose of Including ald for studies under Pedip Is to help Increase
productivity by providing firms wlilth Information already processed and
analysed.

Accordingly, ald willl be granted for studles In this fleld where they are
of direct Interest to industrial firms and provided that thelr findings are
properly dissem!nated among the economic operators.

Subprogramme 2: Support for productlivity management

Thils subprogramne comprises flve schemes:

(1) Improving company management capaclty

Increased productivity In many Industrial firms using updated processes and
equipment depends essentlally on the abllity to put existing factors of
production to good use. One of the complex Influences on competitiveness
Is the capacity for buslness management and organlzation.

The following types of actlion will be carried out under this scheme:

1. Audits and analyses In Industrilal firms to Identlfy bottlenecks
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arfecting productivity and/or product costs and quality, particularily as
regards production, supply, marketlng, energy and organization and
management In general;

2. Education In, and promotion of wider use of, management methods and
techniques, especlally those Involving Information technology, and
business management techniques such as strategic planning, coordination
and motilvation.

(11) Strengthening technical assistance capaclity

The purpose of this scheme Is to strengthen the advanced technical
asslstance network for Industrial firms which are too small to employ starf
of their avn at that level.

The scheme will consist of two measures:
(a) Introductlon and development of Competence Centres

Competence Centres (CCs) are small business organlzations whose
function Is to provide technical assistance to industrial firms In the
fleld of productivity and especially Industrial engineering and
management .

The tasks of the CCs are:

- to help Implement business demonstration schemes and to publiclze
the results among other Industrial flrms, especlally by carrylng
out assessments;

- to promote the transfer of knowledge from the unlversities and
technologlical infrastructure to industrial filrms;

- to help organize technical training schemes within thelr
speclallzed fleld;

- to disseminate Information on sclentific and technical projects.
(b) Industrilal extension network
The Industrial extension network operates on the basils of qualified
technical speciallsts working together with Industrlal assoclatlons capable

of establlshing a permanent and creative [lnk between those flrms and the
varlous Institutions and bodies providing assistance to Industry.



(i11) Ald for market access

The chlef emphasls of PedIp Is on production and technology, and the
purpose of this scheme Is to supplement it with measures to help iIndustrial
flrms galn access to markets both in Portugal and the rest of the Community
and outside. The scheme comprlses two measures:

(a) Export market prospecting and intellligence;
(b) Publiclizing Portuguese Industry.
(lv) Information for Industry

It Is essential for the purposes of Improving Portuguese Industrial
productivity that firms should be glven ready access to the technical,
scientific, commerclal, legal and flnanclal Information they require.

This scheme alms to achleve that objective by developing the Information
System for Industry already set up, on an experimental basis, by the
Ministry of |Industry and Energy with a view to coordinating and
supplementing the varlous sources of documentation avallabie In Portugal
and abroad. Support may also be glven for setting up and offerling access
to new databases.

(v) Support for industrial associatlons

Specific ald for Industrial assoclatldns iIs Justified In view of the role
which they can play in providing firms with technological, technical,
commerclal and filnanclal assistance and Information and In representing the
interests of Portuguese Industry at Community level through European trade
assocl/atlions. The scheme will comprise the follawlng measures:

(a) Particlpation In EEC trade assoclations;

(b) Enhancement of technlcal capacity.
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PROGRAMME 5
PRODUCTIVITY DRIVES

(ECU Million)

MEASURES CO8T FINANCING
PRIVATE (| PUBLIC EEC
SECTOR SECTOR | BUDG. Ah (1)

————————————————————————————————— ] e ] e e s e s e e e > o -~ ——
1.1 DEMONSTRATION

1989 8,89 2,89 1,50 4,50

1990 14,53 4,72 2,45 7,36

1991 17,29 5,65 2,91 8,73

1992 11,50 3,74 1,94 5,82

TOTAL 52,21 17,00 8,80 26,41
1.2 COOPERATION

1989 0,40 0,10 0,075 0,225

1990 0,40 0,10° 0,075 0,225

1991 0,40 0,10 0,075 0,225

1992 0,40 0,10 0,075 0,225

TOTAL 1,60 0,40 0,300 0,900
1.3 HEALTH AND

BAFETY
AT WORK

1989 0,13 0,03 0,025 0,075

1990 0,13 0,03 0,025 0,075

1991 0,13 0,03 0,025 0,075

1992 0,13 0,03 0,025 0,075

TOTAL 0,52 0,12 0,100 0,300
1.4 STUDIES

1989 1,14 0,34 0,20 0,60

1990 1,43 0,43 0,25 0,75

1991 1,43 0,43 0,25 0,75

1992 1,43 0,43 0,25 0,75

TOTAL 5,43 1,63 0,95 2,85
SUBPROGRAMME 1 :

TOTAL

1989 10,56 3,36 1,80 5,40

1990 16,49 5,28 2,80 8,41

1991 19,25 6,21 3,26 9,78

1992 13,46 4,30 2,29 6,87

TOTAL 59,76 19,15 10,15 30,46
__________________________________________________ P

(1) Ah = Additional heading
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PROGRAMME 5

PRODUCTIVITY DRIVES (cont’d)

(ECU million)

PRIVATE | PUBLIC EEC-
SECTOR SECTOR | BUDG.Ah (1)

1. COMPANY
MANAGEMENT
1989 1,14 0,34 0,20 0,60
1990 1,43 0,43 0,25 0,75
1991 1,43 0,43 0,25 0,75
1992 1,43 0,43 0,25 0,75
TOTAL 5,43 1,63 0,95 2,85
2 a) COMPETENCE
CENTRES
1989 3,39 1,03 0,59 1,77
1990 4,29 1,29 0,75 2,25
1991 2,86 0,86 0,50 1,50
1992 1,43 0,43 0,25 0,75
TOTAL 11,97 3,61 2,09 6,27
2 b) INDUSTRIAL
EXTENSION
NETWORK
1989 Yo1,12 0,33 0,20 0,59
1990 0,71 0,22 0,13 0,36
1991 1,62 0,48 0,27 0,87
1992 1,41 0,42 0,25 0,74
TOTAL 4,86 1,45 0,85 2,56
3. MARKET ACCESS
1989 2,80 1,40 0,35 1,05
1990 2,60 1,29 0,33 0,98
1991 2,40 1,20 0,30 0,90
1992 2,00 1,00 0,25 0,75
TOTAL 9,80 4,89 1,23 3,68

{1)Ah = Additional heading
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PROGRA

MME 5

PRODUCTIVITY DRIVES_ (cont’d)

(ECU million)

MEASURES COST FINANCING
PRIVATE | PUBLIC EEC-
SECTOR SECTOR | BUDG.AR)})
4. INFORMATION FOR
INDUSTRY
1989 1,73 0,34 0,35 1,04
1990 ‘ 0,63 0,12 0,13 0,38
1991 1,67 0,34 0,33 1,00
1992 1,35 0,27 0,27 0,81
TOTAL 5,38 1,07 1,08 3,23
5. INDUSTRIAL
ASSOCIATIONS
1989 1,20 0,60 0,15 0,45
1990 1,60 0,80 0,20 0,60
1991 1,60 0,80 0,20 0,60
1992 1,60 0,80 0,20 0,60
TOTAL 6,00 3,00 0,75 2,25
SUBPROGRAMME 2
TOTAL
1989 11,38 4,04 1,84 5,50
1990 11,26 4,15 1,79 5,32
1991 11,58 4,11 1,85 5,62
1992 9,22 3,35 1,47 4,40
TOTAL 43,44 15,65 6,95 20,84
TOTAL
1989 1 21,94 7,40 3,64 10,90
1990 27,75 9,43 4,59 13,73
1991 30,83 10,32 5,11 15,40
1992 22,68 7,65 3,76 11,27
TOTAL 103,20 34,80 17,10 51,30

(1)an = additional heading
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1.7 Industrial quality and design

Few filrms In Portuguese Industry manufacture thelr goods according to
standards or other technical specifications and use laboratory checks on
product quallty. There are Innumerable small businesses which do not use
testing or other methods of evaluating thelr products and are not
acqualnted with quallty management techniques. Such businesses operate
with deficlent structures and I[nadequate technlcal staff. As far as
product conformity [Is concerned, only a few products are covered by
certification schemes. .

Industrial design, which Is one component of quality, adds an Innovative
aesthetlic, functional and cultural dimension to the relationship with
consumers and users when appilied to products or services. In Portugal
there Is a distinct Jack of officlal Interest In design; Institutional
arrangements, assistance and promotion are minimal.

Decree-Lav No 165/83 of 27 Aprili 1983 provides the legal framework for the
natlional system of product and service quallty In Industry. This lav,
which set up the National Quallty Management System (SNGQ) and the Natlonai
Quallty Councl! (CNQ), covers varlous areas assoclated with quality:
standards, metrology and certification. The CNQ Is an advisory body. Its
dutles are to adopt the general procedures for the preparation and approval
of Portuguese standards, the recognition of 'sectoral standardization
bodies, the organization of certification procedures and the recognition of
bodles Involved In the certification process. At present 26 sectoral
standardization bodles, 30 testing iaboratories and qual ity control systems
In eight firms are recognized.

The aims of Pedlp Programme 6 are to promote consumer protection and
Improve Industry’s competitiveness by creating the conditions necessary to
ensure that thé legal provislons governing industrial activity are observed
as natlional legislation Is adapted to Community lav.

The programme pursues the follawing detalled objectlives:

(a) to strengthen the three target areas (standards, metrology and
certification) of the National Quallty Management System;
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(b) to create a national avareness among producers and consumers of the
need for quality;

(c) to develop Industry’s own quallty management capaclty;

(d) to create the conditions for mutual or muitiple recognition of
certification systems and bodies;

(e) to make deslgn an Integral part of Industrilal production.
The planned measures are as follows.
A. Quality Incentives Scheme (SIQ)

Guaranteeing and Improving quality are the objectives of the National
Quality Management System (SNGQ), which lays down technical reference
procedures for mutual recognition between countries. The SiIQ Is primarlly
concerned to develop the ability to guarantee the quallty of goods and
services produced or supplled In Portugal and provide greater scope for
mutual recognition of certiflcation systems and bodles. Under thls scheme,
non-repayable Investment subsidies are provided for the creation or
development of testing or metrology laboratorles and for the reorganization
of sectoral standardizatlion, certification, lnspection or audit bodles.

B. Campalgn to promote motivation In Industrial quality and design

The basic aim Is to promote an awvareness of the need for quality and
design. Measures wlil| take the form of avareness tralning, publiclity and
Informatlon campalgns on the practical aspects (obligations, rights and
techniques) and the soclal and economic benefits of quallity.

C. Integrated planning to Improve customer/supplier relations

This subprogramme will Improve dlalogue and cooperation between flrms, with
the follawing specific resulits:

- customers wlill take account of the capaclty and potential of thelr
suppllers and wlll be saved the cost of Inspection on arrival,
shortfalils In supply or overstocking;



- 35 -

- supplliers willl tallor thelr production to the needs of thelr customers
and will be saved the cost of batch rejection on arrival or of
rectifying shortcomings In quality.

D. Analyses and forward studies of quallty and design or related fields

Such analyses and studies must be of dlirect Interest to potential users
(producers, consumers and the public authoritles):

— stocktaking of existing Ilaboratory capacity and avaiilablility for
Industry ;

- sectoral or reglonal analyses of Industry from the viewpoint of quallty
and deslign;

- forward studies of Investment needs;
- cost/benefit analyses of quality In sectoral terms;

- sectoral studles of the impact of Industrial quality and design on the
domestic and European market for Industrial products.

E. Development of the regulatory framework
This actlvity has a twofold objective:

- to provide backing for the work of technical committees and sectoral
standardization bodies;

- to help firms systematically organlze theilr production know-howv In the
form of standards or technical specifications which wiill ensure the
transfer, dissemlnation and/or promotion of manufacturing technologies.

F. Promoting calibration of measuring instruments

To ensure accuracy In measurements taken during production, It [s essentlal
that measurement and test!ing equlpment should comply with the standards and
callbration.

G. Promoting the use of certification systems

Directive CNQ 5/85 adopted by the National Quality Councl! governs the
organization and use of certification systems. Under this Directive, there
are elilght possible types of certification system, all of which require
manufacturers to enter into commitments vis-a-vis the certifylng body,
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which Issues an approval mark for different products, providing the -user
with a guarantee of quality.

H. Measures to promote Industrial design

Work under this heading wlll be carried out by bodles specifically
concerned with Industrial design, particularly the National Deslgn Centre.
The following measures could be taken:

— creatlion and setting-up of regional or sectoral centres concerned with
developing, assisting, publiclzing and exhlbiting Industrial deslign;

- Investment projects to develop products with a high design content;

- ald for measures to promote Industrial design (competitions,
exhibitions, publications).

I. Assistance to trade and soclal assoclatlions

This scheme willl supplement the support given to Industrial assoclatlions
under Programme 5 (Productlvity drives). It Is confined to providing human
resources to back up technical capacity:

- ald for the recrultment of technical staff;

- ald for traineeshlps In simiiar associations In other European countrles

and to help natlional assoclations take part In the work of Communlty
bodles, particularly those concerned with consumer protection.
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PROGRAMME 6

INDUSTRIAL QUALITY AND DESIGN
(ECU million)

MEASURES YEAR cosT FINANCING

_PRIVATE| PUBLIC EEC~-
SECTOR | BECTOR | BUDGET Ah(1)

A.QUALITY 1989 9,55 2,07 1,84 5,64
INCENTIVES 1990 6,85 1,48 1,35 4,02
SCHEME 1991 6,85 1,48 1,35 4,02
1992 6,75 1,47 1,32 3,96
TOTAL | 30,00 6,50 5,86 17,64
B.MOTIVATION | 1989 0,90 - 0,25 0,65
IN QUALITY 1990 0,60 - 0,15 0,45
AND DESIGN 1991 0,60 - 0,15 0,45
1992 0,60 - 0,15 0,45
TOTAL | 2,70 - 0,70 2,00
C.CUSTOMER/ 1989 0,27 0,07 0,05 0,15
SUPPLIER 1990 0,27 0,07 0,05 0,15
RELATIONS 1991 0,27 0,07 0,05 0,15
1992 0,27 0,07 0,05 0,15
TOTAL | 1,08 0,28 0,20 0,60
D.ANALYSES 1989 0,43 0,05 0,10 0,28
1990 0,32 0,04 0,07 0,21
1991 0,32 0,04 0,07 0,21
1992 0,30 0,04 0,06 0,20
TOTAL | 1,37 0,17 0,30 0,90
E.REGULATORY | 1989 0,63 0,29 0,08 0,26
FRAMEWORK 1990 0,63 0,29 0,08 0,26
1991 0,63 0,29 0,08 0,26
1992 0,63 0,29 0,08 0,26
TOTAL | 2,52 1,16 0,32 1,04
F.PROMOTING 1989 0,14 0,06 0,02 0,06
CALIBRATION 1990 0,14 0,06 0,02 0,06
1991 0,14 0,06 0,02 0,06
1992 0,14 0,06 0,02 0,06
TOTAL | 0,56 0,24 0,08 0,24
G.PROMOTING 1989 0,14 0,03 0,03 0,08
CERTIFICATION| 1990 0,14 0,03 0,03 0,08
1991 0,14 0,03 0,03 0,08
1992 0,14 0,03 0,03 0,08
TOTAL | 0,56 0,12 0,12 0,32
H. PROMOTING 1989 0,63 0,20 0,11 0,32
DESIGN 1990 0,44 0,14 0,07 0,23
1991 0,44 0,14 0,07 0,23
1992 0,49 0,16 0,09 0,24
TOTAL | 2,00 0,64 0,34 1,02

(1) Ah = Additional heading
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I.TRADE 1989 0,17 0,09 0,02 0,06
AND SOCIAL 1990 0,17 0,09 0,02 0,06
ASSOCIATIONS 1991 0,17 0,09 0,02 0,06
1992 0,17 0,09 0,02 0,06
TOTAL 0,68 0,36 0,08 0,24
TOTAL 1989 12,86 2,86 2,50 7,50
1990 9,56 2,20 1,84 5,52
1991 9,56 2,20 1,84 5,52
1992 9,49 2,21 1,82 5,46
TOTAL | 41,47 9,47 8,00 24,00
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1.8 Publicity, Implementation and monlitoring

Pedip couid be the Ideal Instrument for enabling Portuguese Industry to
modernize and Portugal thus to be fully Integrated into the single market.

The measures planned and the [Instruments and funding avallable will not,
hawever, be sufficient. to achleve the oobjectives set unless Industry
becomes fully |Involved and makes a. genuine contribution to the
implementing, monitoring and, where necessary, adjustment of the many

programmes covered.

Economic agents will be able to become Involved only If they are clearly
Informed of Pedip’s objectives, the measures It Includes, the advantages It
can offer and the Instruments at Its disposal.

For Its awn Impleméntatlon, then, Pedip must provide for a set of publicity
measures that will provide potential beneficlaries with all the Information
necessary to enable them to take part.

Since Pedip Is an evolving programme, critical reviews wlll have to be
carried out perlodically to see how the different schemes are progressing
and haw successful they are In achleving the objectives set. Such reviews
may lead to changes In the measures and Instruments belng used or even
prompt more searching studles. An Informatilon network, [linking all the
bodies Involved In Implementing Pedip and providing up-to-date Information
at any glven moment on the varlous programmes and thelr state of progress
towards the objectives fixed, willl therefore have to be set up.

The programme Is divided into two subprogrammes :

(1) Implementation, follow-up and monitoring

The aim of this subprogramme Is to lay the foundations for efficlent
Implementation of Pedip and set up an Information system that will enable
the Portuguese and Communlty authorities to follow Its progress and
constantly assess'and moniltor the actlivities under way.
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it comprises the follaving measures:
(a) Information system;
(b) studies to prepare for formulation/alteration of programmes;
(c) project assessment teams;
(d) financlal and technical awdits;
(e) Impact studies;
(f) comparatlve stuwdles.

(11) Publicity, awvareness and Information

Since Pedip’'s central objectlve Is to modernlze Portuguese Industry, the
programme must be promoted in the business world and particularly among
small and medium-sized enterprises, which are wlidely dispersed and have
speclal difficulties In galning access to Information.

If Pedip Is to be a success, It Is vital to make Information freely and
widely avallable to encourage the submission of projects that can be
incorporated In the programme.

At the same time, Portuguese workers must be made awvare of the Importance
of theilr actilve participation In the measures to modernize thelr Industry,
and the signilficance of the programme must be Impressed upon public
opinion.

The overall strategy behind this subprogramme |s based on the development
of four areas:

(a) Information campaign;

(b) publicity campaign;

(c) public relations campaign;

(d) compiementary actlivities (trade falrs and exhibitions, logo).

After the programme was launched, although not required to do so under
Regulatlon (EEC) No 2053/88, the Portuguese authoritlies agreed to set up,
In the spirit of the reform of the structural Funds, a Pedip Monitoring
Committee to examine all measures funded by Community Instruments (the

additional budget contributlon for Pedlp, the ERDF and the Soclal Fund).
Operation of the Monltoring Committee Is funded by Programme 7.
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PROGRAMME 7

PUBLICITY, IMPLEMENTATION AND MONITORING

(ECU million)

SUBPROGRAMME 1
IMPLEMENTATION, FOLLOW-UP
AND MONITORING

1988 0,65 0,65
1989 0,81 0,81
1990 1,34 1,34
1991 0,80 0,80
1992 1,15 1,15
TOTAL 1988/1992 4,75 4,75
SUBPROGRAMME 2
PUBLICITY,
AWARENESS AND
INFORMATION
1988 1,60 1,60
1989 1,54 1,54
1990 1,23 1,23
1991 1,00 1,00
1992 0,88 0,88
TOTAL 1988/1992 6,25 6,25

MONITORING COMMITTEE

1988 _—— _—
1989 0,06 0,06
1990 0,04 0,04
1991 0,04 0,04
1992 0,04 0,04
TOTAL 1988/1992 0,18 0,18
TOTAL
1988 2,25 2,25
1989 2,41 2,41
1990 2,61 2,61
1991 1,84 1,84
1992 2,07 2,07
TOTAL 1988/1992 11,18 11,18

N.B. : This programme is funded entirely by the Community
under the additionnal heading

(1) Ah = Additional heading
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2. LAUNCHING AND INITIAL IMPLEMENTATION OF THE PROGRAMME; CONTROLS AND
MONITORING

2.1 The first practical spplication of the reform of the structural Funds

The launching and Implementation of Pedip was the first actual application
of the principles underlying the reform of the structural Funds.

As soon as the Council had adopted the Regulation on the addltional budget
headlng for Pedip and the framework Regulation on the reform of the Funds
in June 1988, the Portuguese authorities and the Commission set up the
operational machinery for the Programme.

A sallent feature Is the centrallzation of management on both sides, the
alm belng to minimlze procedural delays In launching the operational
programmnes and to maximlze the use of the budget appropriations for 1988
while complying with the annuallity principle which that year’'s new budget
rules had iIntroduced.

After being given political responsibiility for Pedip by the Government,
Portugal’'s Minister for Industry appointed a "“Gestor do Pedip” with overall
responsibi ity for the management of the Programne and reporting direct to
the Minister.

The Commlssion’s approach was similar: It assigned to the Commission Member
for Internal market and Industial affalrs the primary responsibllity for
Pedip, and to the Directorate-General for Internal Market and Industrial
Affailrs the task of administering the additional budget heading, since the
integrated Programnme relates to Industry and Is designed to contribute to
the completion of the single market.

The Advisory Committee, which was set up under  Article 8 of
Regulation (EEC) No 2053/88 so that Member States could oversee the
management of the resources of the additional budget heading, held Its
first meeting on 20 July 1988.

A measure of the exemplary Importance attached to the Programme lies In the
fact that It was on several occaslions the subject of talks between
Portugal's Prime Mlnister and the President of the Commission (in
particular In October 1988, during the preparatory phase), and between
Portugal‘s Minister for Industry and the Vice-President of the Commission
responsible for Industrial affairs.
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The procedures folloved have enabled the Programme to reach a satlsfactory
“crulsing speed” In record time. The Commission had undertaken to have the
maln programmes adopted before the end of 1988. By the end of November all
the relevant appropriations for 1988 had been committed, and by 7 December
funds corresponding to the maximum advance of 50% had been deposited with
Portuguese banks.

2.2 A praompt start to the programme

While, thanks to the work of the two teams, the main Pedip operatlional
programmes had, In the words of Portugal’'s Industry Minister, been launched
in “"record time”, Implementation depended on the extent to which the
programmes, once approved, could meet the requirements of Portuguese
Industry. )

As early as Aprlil 1989 the Portuguese Government and the Commission agreed
to take every step to bulld on the success of the launch phase and to
ensure that the Pedip “pliot scheme® contlnued to serve as a model for the
Implementation of the reform of the structural Funds. Indeed, the budget
appropr latlons concerned were fully utillzed both in 1988 and 1989.

2.3 Introduction of the ecu
Pedip has also produced encouraging results In several other fields.

The Portuguese authorlities responsible for the management of Pedip agreed
to the use of the ecu as the sole unit of account for drawving up not only
the flnancial schedules but ailso the statements of expenditure. The
experience gained as a result is a major contribution towards the phasing
in of the ecu In the management of the structural Funds.

2.4 Partnership; compliance with Community policlies

For each programme the Commission must adopt a Decision specifying the
funding allocated and layling down the flnancial and control arrangements.

Before the Decision Is adopted the content of the programme Is finalilzed by
consultation between the Portuguese authorities and the Commission
departments concerned. The consultation procedure begins when the
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Portuguese authoritles send in a draft programme, which Is then dlscussed
by the Commission’s Interdepartmental Technlcal Coordlnation Group. In
llne with the partnership principle the Portuguese authorltles are normally
involved In the work at this stage.

Once the draft programme has been finallzed (after taking Into account the
comments of all those concerned) a draft Decision Is put before the
Commission for adoption. As soon as it |s adopted the Implementation of
the programme begins and an Initlal advance equlivalent to 80% of the
Community ‘s annual contribution |s pald over to the Portuguese managers of
the programme.

Oonce the Decision Is adopted the programme combines with the rest of Pedip,
in that it is dealt with as both Its own characteristics and its IInks with
other programmes require.

This Integrating process [Is furthered by the centralized management
structure referred to In 2.1. It has enhanced the practical Impact of the
partnership principle, since having a single contact makes it easler to
solve practical problems and can help to Identify synergles with other
programmes beling conslidered by Portugal or the Community.

Since It Is an Integrated programme bridging the Important areas of
industry, soclal affairs and Infrastructure, speclal emphasis was placed on
compl lance with Community policles. in particular, the work carried out
concurrently for the purposes of adopting the flnanclial plans and
scrutinizing the programmes for compatibllity with the competition rules
ensures the necessary conslstency between those two aspects. Since all
the programmes can have repercussions on competition they are examined,
prior to adoption, under Articles 92 and 93 of the EEC Treaty. There Is
an additional control system for Sinpedip and the Financlial Engineering
Programms .

In the case of Sinpedip, Community rules currently requlre prior
notification for Investment projects relating to sensitive products and
sectors In critical difficulty and for large-scale projects. "“With effect
from January 1990 those rules were adjusted In the [ight of the new
principles of the reform of the structural Funds, and Sinpedip Is now
rqqulred to meet new standards (higher notlificatlon thresholds and annual
reports). .

In the case of the Financlal Englneering Programme it I|s stipulated that
the Commission must recelve prilor notification of contrilbutions which
increase corporate capital by more than ECU 100 000, where the two
venture-capltal companlies formed under the Programme do not Invoive other
venture—capital companles operating under market conditlons.
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The Commission attaches speclal Importance to technlcal asslstance and
cooperation.

At the request of the Portuguese authoritles an Introductory seminar for
Pedip programme managers was held In December 1989 on compliance with the
provisions of the Community policles on public procurement and
environmental protection.

In September 1989 a briefing mission to Lisbon dealt with the appllcation
of the financlal and control provisions. Portuguese officlais Involved In
the management of the programmes were given a short perlod of tralning at
the Commission’s Dlrectorate-General for Financlal Control In July 1988.

2.5 Controls
Controls operate at several levels.

Initially the Commission, having consulted the Advisory Comnlttee, approves
the General Gulidellnes for the Implementation of measures In the priority
areas which take practical shape In Pedlp’s programmes and subprogramnmes.

The General Guidelines cover each annual period and have a twofold purpose,
namely to asslist Implementation by specifying the prioritles for the period
and to make adjustments In the light of the performance in the preceding
period.

Since Pedip was launched late In 1988, the General Guidelilnes for the first
year and for 1989 were set at the same time.! The General Gulidelines for
1990 were approved and published In good time.2

The control structure is based on the General Guidellnes and the content of
the programmes. First-level control seeks to provide a contlnuous overall
view of the Implementation of Pedip.

The Portuguese authorities keep the Commisslon departments (iln particular
the ODlrectorate-General adminlistering the additional budget heading)
regularly Informed on progress on the programmnes. All the relevant
information Is communicated, and frequent contacts provide an up-to—date
plcture of the performance of the programmes. in addition, the Portuguese
authoritles present regular progress reports to the Monitoring Committee.

1 OJNo C 336, 31.12.1988, p. 4.
2 OJ No C 322, 23.12.1989, p. 3.
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Under the monltoring procedure Iinternal reports on the Implementation of
the programmes are made avallable to the Commisslon department concerned on
a monthly baslis. :

At the meeting of the Advisory Committee held on 23 October 1989 the
Commission representatives advised the Portuguese authoritles that, as far
as possible, the Pedip monltoring arrangements should fit In with the
system which will be Introduced for the Communnity support framework. The
varlous monitoring systems used for the Portuguese programmes In the
context of the Community support framework would then be sufficlently
allgned to allow overall monitoring of the entire Community support
framework .

An annual report on the Implementation of all the operational programmes
must be presented to the Commission by 30 June the follawing year. The
1988 report was sent to the Commission on 19 June 1989 and the 1989 report
on 23 April 1990. The reports are forwarded to the members of the Pedip
Advisory Committee for dilscussion.

The second level Is the control of expenditure. A Commission team visited
Lisbon In October 1989 for dlscussions with the Portuguese Pedip
authorities on the Introduction of a filnanclal management and control
system which meets the Community's requirements. Thls was followed, In
March 1990, by a first officlal visit by the Commission’s Financlal Control
starf to collect information affording a description of the management and
control system adopted by the Portuguese authorities.

2.6 Monitoring

Filnancial controls cannot be dlssoclated from programme monltoring. For
Pedip the correct Iinkage between the two |Is achleved through the
Monlitoring Commlttee and the Advisory Committee.

2.6.1 The Monltoring Comnittee

The Monitoring Committee has nine permanent members: four representing the
Commission and flve the Portuguese authorities. A representative of the
European Investment Bank may attend meetlngs discussing Items specifically
concerning the EIB. The Chalrman ls from Portugal.

The role of the Committee Is as follows:
-~ to stimulate the Implementation of Pedip;
- to facllitate coordination between the varlous agencies Involved;
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- to authorize budget changes within the Illmits Ilald down by the
Decislons, provided that such changes do not affect the overall budget
forecasts and that Commission approval Is not required;

- to submit, as requlred, proposals to the Commlssion and the Portuguese
authorities for discontinulng programmes or measures or for Introduclng
major changes in them;

- to be Informed on the projects selfected and on the selection criteria;

- to assess and dellver opinions on the annual reports by the Portuguese
managers on the Implementatlon of Pedip before they are sent to the
Commlisslion;

- to declde on the assessment procedures for each programmne and to propose
to the Commission and the Portuguese authoritles any changes which It
feels are required;

- to ensure that the speclflc provisions of each programme are complled
with;

- to ensure compliance with Community policies, In particular on
competition, public procurement, environmental protection and the
notlficatlon of projects relating to sensitive products and sectors In
critical difficulty.

The Monltoring Committee, which was set up at the end of July 1989, has so
far met twice, on 7 November 1989 and 8 March 1990. The plans are that It
should henceforth meet at least three times a year.

2.6.2 The Advisory Committee

The Advisory Commlttee consists of representatives of the Member States.
it Is chalred by a representative of the Commission, and a representative
of the EIB participates In the Comnittee’s work.

The Committee - established under Article 8 of Regulation
(EEC) No 2053/88 - met for the flrst time on 20 July 1988. Slince then It
has met regularly every quarter. its role Is to assist the Commlssion In
the Implementation of the Regulation, and It dellvers opinlons on the
General Guldelines for the implementation of Pedip.
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The Committee Is regularly briefed, both orally and In writing, on the
progress of Pedip. All the operatlional programmes and the declslions
approving them are sent to the Comnittee members, as well as the annual
report on the Implementation of the programmes, presented by the Portuguese
authorities not [ater than six months arfter the end of the reference year.
No formal comment on the management of the funds avallable under the
additional budget headling was made at any of the Comnlttee’s elght meetings
so far.



3. BUDGET EXECUTION
3.1 The additicnal budget heading for Pedip

Article 1(2) of Council Regulation (EEC) No 2053/88 states: “Financlal
assi/stance from the Community budget for Implementation of the Pedip shall
be provided, over and above support from the structural Funds, by means of
addltional resources amounting to an average of ECU 100 million per year
(1988 prices) for the financlal years 1988 to 1992."

in the financial Implementation of the resources allocated under the
addlitional budget headlng, the pliot role played by Pedip in the reform of
the structural Funds Is borne in mind.

Since the amount of ECU 100 millilon per year Is fixed In terms of constant
1988 prices, It Is Increased each year In line with the price rise measured
by the annual price deflator. The commitment entered for the year 1989
was EQU 103.5 million and for 1990, EQU 108.8 miillion.

3.2 Commitment and payment procedures

Regulation No 2053/88 does not lay down commitment or payment procedures,
merely authorilzing the Commission to apply the approprlate provislons, as
required by the nature of the measures In question. in general, the
procedure under the rules governing the structural Funds, [n pursuance of
the Financlal! Regulation, has been folloved, that Is:

- the Initlal budget commitment and subsequent budget commitments are
based on the annual schedule of expenditure contalned in the Declsions
approving the programmes;

~ the budget commitment for the flrst annual Instalment |s made when the
Commission adopts the decision on assistance. Budget commltments for
subsequent Instalments are made on the basls of expernditure as It Is
Incurred, which Is Indicatilve of the progress of the programmes;

- apart from the Initial budget commitment, In principle successive annual
comm/tments are made only when the Portuguese authorities are able to
certify to the Commission that actual expenditure has been Incurred
amounting to 70% of eligibile expenditure for the previous annual
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instalment. The Commission does not commit a third Instalment unt!!
the Portuguese authoritles are able to show that the flrst commltment
has been used In full;

- following each commitment, an Initlal advance corresponding to a maximum
of 50% of the commitment for the year may be pald;

- a second advance, calculated so that the total amount of the two
advances does not exceed 80% of the commitment, may be pald when the
Portuguese authorities are able to certify, by notification of
expenditure actually incurred, that half of the first advance has been
expended and the programme as a whole is progressing satlisfactorily and
in accordance with the objectives lald down.

The commitment and payment procedures mentloned above are Indlicated In the
annexes to the varlous Declsions approving the Pedip programmes (flnanclal
and monitoring provisions).

The follawing should be noted: the political authority responsible for the
management of the resources granted Is the Minister for Industry; the
flnanclal coordinator Is the Pedip Director (“Gestor do Pedip”); and the
administrative authority responsible for the management of funds is the
Institute for Ald to Small and Medium-Sized Industrial Firms (IAPMEl) and
Investment.

The flnanclal plans for Pedip’s operational programmes are expressed In
ecus. Statements of expenditure actually Incurred are dravn up and
submitted In ecus by the Portuguese authorities, the expernditure being
converted monthly at the rate for the month iIn which the expendlture was
entered in the books of the agencles responsible for the financial
management of the programmes. The statements of expenditure submitted In
ecus to the Commission represent the sum of the amounts converted at the
end of each month.

In order to avold dilscrepancies, the Directorate-General administering the
resources of the additional budget heading notifles the Pedlp Director at
the beglinning of each month of the ecu/escudo conversion rate for
account Ing purposes.

3.3 State of execution of the budget

The following table shows the poslition at 30 April 1990 with regard to
commitments and payments for the Pedip operational programmes.



IMALBVENTATICN CF BIDGET AT 30 APRIL 1999

ECU million
1988 Budget 1989 Budget 19990 Budget
PROGRAMMES Programme |Budget
Decision contribution|Commitment |Payments [Commitment |Payments [Commitment|Payments
to PEDIP
1. Basic and technological infra—
structure (measures D and E 13.7.89 26,48 - - 8,05 3,025 - -
in Subprogromme 1.1)
2. Vocatlional training 26.4.89 15,78 - - 8,71 5,368 - -
(mesures A,1,J)
3.1. Financlial incentives
(SINPEDIP) 11.11.88 244 .5 37.1 18,55 66,65 42,387 - 7.,42%%
3.2. Energy effeclency (SIURE) 20.3.89 9,68 - - 2,02 1,81 - -
3.3.1. Restructuring-Woollen Ind. |11.11.88 17,65 17,65 8,825 - - - -
3.3.2. Restructuring-Foundry ind. |26.04.99 25,5 - - - - 8,37 4,185
3.4, Support for specific ind. 27.11.89 16,12 - - 1.28 9,63 - -
(PITIE and PRODIBE)
4. Financlal engineering 28.11.88 33,0 33.0 16.5 - 16,5 - -
5. Productivity drives 7.3.89 51,3 - - 10,9 5,45
8. Industrial quality and Design 7.3.89 y 24,0 - - 7,5 3,75
7. Publicity, implementation and 11.11.88 11,18 2,25 1,125 2,41 1,88 9,45
monitoring
SUB-TOTAL - 475,17 99,0 45,0 103,5 80
Resources not yet allocated - 24,83 - - - - - -
TOTAL 500,0 (=) 99,0 45,90 103,5 80 8,37 12,055
(as X of appropriations entered (100) (100) (100) (1e9) (7.7) (12)
In the budget)

(*) at constant 1988 prices
(xx) 1988 batance

- e -
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With the exception of Programme 7, Publicity, Implementation and monitoring
- Monitoring Committee, which Is filnanced entlrely from the additlonal
budget heading under Article 4 of Regulation (EEC) No 2053/88, 75% of the
publlc funds for the other operational programmes come from the add!tional
headilng and 25% from the Portuguese State.

The maln events In the Implementation of the budget In each year are set ‘
out In greater detall below.

3.3.17 1988

The four Commission Decislons adopted In November 1988 concerned the
follawving programmes:

Programmes Notiflcation to the Commission Decislon
Commlssion
3.71. Flnanclal 8 September 1988 (C(88)2119,
Incent Ives . 11 November 1988
(Slnpedip)
3.3.1. Restructuring of the 9 August 19887 Cc(88)2117,
wool len Industry 11 November 1988
4. Filnancial englneering 29 September 1988 C€(88)2220,
28 November 1988
7. Publicity, Impilementation 27 September 1988 (C(88)2118,
and monitoring 11 November 1988

The entire Community contributlon for the restructuring of the woollen
industry (ECU 17.65 milllion) was commltted under the 1988 budget.

The Commisslon Declslon on Programme 4, Financlal englneering, lays down
that™ the second and” final Instalment may be pald only after an agreement
had been reached between the Commission and the Portuguese authorlities
concernling:

the articles of assocliation of the venture capital companies to be set
up;

the operating rules of the “fundos consignados”.

After a number of meetings and exchanges of letters with those with
political and technical responsibllity for Pedip, agreement was reached on

1 This programme had been notified on 5 February 1988 under the Article 92
and 93 procedure before the Pedip co-flnancing decision.

t
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the Interpretation of the proposed texts and the remalnder of the funds
necessary for setting up thils programme In 1989 was pald.

The Declslon concerning Programme 7, Publiclty, Implementation and
.monltoring, was amended In 1989 to take account of the agreement by the
Portuguese authorities to set up a Monltoring Committee conforming to the
principles underlying the reform of the structural Funds but not explicitly
provided for In Councll Regulation (EEC) No 2053/88.

Although Regulation (EEC) No 2053/88 was not adopted untill 24 June 1988 and
published In the Official Journal on 15 July 1988, all the 1988 budget
resources were used, l.e. ECU SO mitllon In commitment appropriations and
ECU 45 miition! In payment appropriations.

3.3.2 1989

The dates of declslions In 1989 were as follows:

Programmes Notlification to the Commission Decision
Comnission
7. Basic and technological 25 January 1989 C(89)1287,
Infrastructure 13 July 1989
2. Vocat ional tralning ! December 1988 c(89)765,
26 Apriil 1989
3.1. Filnanclal Incentives _— - C(89)1965,
(Sinpedip) 20 November 1988
(amendment of’
c(88)2119)
3.2. Energy efficlency 8 September C(89)484,
incent ives 19882 20 March 1989
(SIURE)
3.4. Selective support 29 August 1989 C(89)2045,
(PITIE/PRQDIBE) 27 November 1989

1 During the budget adoption procedure, ECQU 10 million was transferred
provisionally to the EAGGF and willl be recovered In following years (cf
SEC(88)1401 final).

2 This programme had been notified on 8 May 1987 under the Article 92 and
93 procedure before the Pedip co-flnancing decislion.



Programmes Notification to the Commission
Commission Declsion
5. Productlivity drives 21 October 1988 C(89)390,
7 March 1989
6. Industrlal quality and deslgn 21 October 1988 Cc(89)391,
7 March 1989
7. Publiclty, implementation and _—— C(89)1 400,
monitoring 25 July 1989
(amendment of
£(88)2 118)

The follawlng should be noted.
- Programme 1, Baslc and technological Infrastructure

In 1988 the ERDF provided assistance totalling ECU 76,72 mlllion for
Infrastructure projects under Programmne 1. In 1989 the Commission
approved, by Declsion C(89)1 287, the contributions from the ERDF and
the additional budget heading to the co-flnancing of the programne, the
amounts belng ECU 323.12 million and 26.48 milllon respectively.

It thus honoured In full Its October 1987 commitment to allocate
ECU 400 miltlon to Pedip from the ERDF budget.

- Programme 2, Vocational training

In order to speed up the launch of this programme It was agreed to
adopt an ad hoc decislon for the three measures financed from the
additional heading (promoting greater awareness, developing training
materlals and assessment). This was necessary because the ESF could
not adopt the programme approach unti! 1990.

A draft programme covering the period 1990-92 was notified by the
Portuguese authorities on 29 September 1989 and was examlined by the
Commisslon under the new ESF Reguiation.
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Co-flnancing from the ESF was approved by Commission Declsion C(90)587
of 30 March 1990. Like the ERDF contribution to Programme 1, the
resources approved by this Decision met the Commission’s undertaking In
October 1987 to allocate ECU 100 million to Pedip.

- Subprogramme 3.1, Pedip financlal Incentives (SINPEDIP)

Given the progress made on this programme and as provided for In
Declision C(88)2119 of 11 November 1988, the Portuguese authoritlies
submitted a revised financlal plan to the Commission before the end of
the year which takes account of experlence galned during the flrst
operational year of the programme.

The main change Is to bring forward ECU 10.28 mililon from 1950 to
1989, without changing the overall 1988-92 flnancial plan.

The system for notifylng projects In sensitive Industries and
industries In critical difficulty which exceed certaln amounts has been
applied without so far giving rise to any particular problems.

- Programme 4, Financlal englneering

In 1989 the Portuguese authoritles requested the payment of the second
and final Instaiment of the 1988 appropriations, |.e. EQCU 16.5 million.
They had Informed the Commission that the various authorlzatlons needed
for the legal formation of the venture caplital companles had been
granted.

- Programme 7, Publiclty, implementation and monitoring

Decls)on C(89)1400 Introduced a single Monltoring Committee for the
whole of the Pedip.

As was the case In 1988, the budget approprlations for 1989 were used In
thelr entirety, |.e. ECU 103.5 million In commitment appropriations and
ECU 80 mitlion In payment appropriations.

In 1989 .the EIB made Iloans totalling almost ECU 150 milllon to small
businesses ellgible under PEDIP. Basic Infrastructure projects recelved
foans amounting to ECU 72 million which can be regarded as belng In
addition to assistance under PEDIP.
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3.3.3 1990 (position at 30 April)

Programmes Notliflication to the Commission
Commission Decislon
2. Vocational tralning —_—— C(90)136,

29 January 1990
(amendment of

C(89)765)
3.3.2 Restructuring of the 9 January 1990 C(90)704,
foundry Industry 26 April 1990
7. Publiclty, Implementation _—— C(90)281,
and monlitoring 23 February 1990
- (amendment of
C(89)1400)

For Programme 2, Vocatlonal training, it was necessary to adopt
Decision C(S0)136 of 29 January 1990 amending Declslon C(89)765 of
26 April 1989 as a result of the transfer of budget resources between
measures wlithout change to elther the amount for the year or the total
amount for the programme.

The Decision adopted for Programme 7, Publicity, Implementation and
monitoring, satlisfles the request of the Portuguese authorities to make
transfers between measures without changing the annual and total amounts.

The progress of the programmes Indicates that the budget appropriations
wlll be used to the full In 1990 as well.
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4. ASSESSMENT

The practical results of Pedip willl be the subject of assessment, with the
follawing objectlves:

1. To measure the economic effectiveness of Pedip and of each of Its
operational programmes.

2. To evaluate the Impact of Pedip on the Portuguese economy, both at
macroeconomic Ilevel and In terms of Industrial structures and
performances (meso and microeconomic levels).

3. To verify that the implementation of the Pedip serves its objectlives,
and accords with the priorities set out In Regulation (EEC) No 2053/88.

4. More generally, to evaluate the Pedip as a model for Commun|ty-assisted
muitiannual and multl!-objective iIndustrial development programmes.

Assessment of Pedip’s results |s provided for under Programme 7, Publicity,
implementatlon and monitoring. The purpose of thls measure, assigned a
budget of ECU 700 COO and flnanced entirely by the Communlty, Is to devise
a model scheme for evaluating the results of Pedip, studying the Impact of
operational programnes and preparing periodic reports.

Decision C(89)1400 of 25 July 1989 set up a Monltoring Committee for Pedip,
with the authorlty to declde on procedures for Implementing an assessment
scheme and a bwdget of ECU 180 000, most of which will be used for
evaluation measures not provided for in Programme 7. :

A Task Force has been set up In the Ministry of Industrial Affalrs to
organlze and moniltor the system for evaluating Pedip. At Its flrst meeting
on 7 November 1989, the Monitoring Committee approved the guidelines
concerning the assessment scheme on the basls of a report by the Task Force
and decided that a Commission representative should henceforth be directly
involved in the work.

In accordance with these gulidelines, two methods of evaluating Pedip were
established: analysls of the scale and effectlveness of Pedip, and “the
semi-input-output analysis”. The need for an information system for the
assessment was also conslidered.

(1) The semi-input-output analysls seeks to measure the contribution of
Pedip and In particular of the productive investments flnanced
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thereunder to the filrst-level or macroeconomic objectives, Including
consumption, Income, savings and balance of payments.

(l1) The analysis of the scale and effectliveness seeks to measure Pedip’s
Impact on a number of objectives stemming specifically from the
operational programmes, !.e. second-level objectives. A serles of
Impact Indicators have been selected to give a picure of the scale
and effectiveness of each operational programme In terms of |Its
specific objectives and subsequently to enable an overall evaluation
of Pedip.

A comparative analysls at microeconomic level of the Impact on the
performance of Pedip-assisted businesses willl also be carried out
with ald of a “follow-up method”.

(l11) A speclfic data base for the assessment scheme |s planned, with four
sections: national, Pedip programmes, flrms assisted and EEC
buslnesses.

The analysis of the Pedip in terms of the filrst-level objectives wlil be
carriled out by a department of the Ministry of Industry, the GEP (Research
and Planning Office).

The analyslis Iin terms of the second-level objectives and the establishment
of a large part of the Information system willi be carriled out by an
external consultant who has already been selected by the Task Force.

A protoco! -has been signed with the Portuguese National Statistical
Institute (INE) for the supply of part of the information to be Included In
the national section of the evaluation system. The Communities’
Statistical Office Is expected to contribute to the Community section of
the Information system.

From 31 July 1990, the consultant will submit to the Task Force quarterly
reports setting out the results of the assessment of the second-level
obJectlives.

The Commilssion representatives on the Monitoring Commlittee will |If
necessary propose any additional Impact studies to be flnanced from the
resources made avallable to the Committee, possibly In relation to specific
objectives (impact of Pedip on quallty, technological Innovation, the
environment etc.).
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No overall picture of the Impact of Pedip Is yet possible as the major part
of It was not launched unti! 1989 and the new measures need a running-in
perilod before thelr effects can be determined.

As an Indication, the follawing should be noted.(1)

1

The two measures under Programme 1, Baslc and technological
Infrastructure, which drav on the additional budget heading (faclllitles
for iIndustrlal and trade assoclations; support for baslic services and
utilities) recelved 14 applications.

The three measures iIn Programme 2, Vocatlonal tralning, financed from
the additional heading attracted 295 appiications for asslstance.

SINPEDIP took over 461 projects from other Incentive schemes In force
in 1988 and attracted 2 504 applicatlions; 28% of the projects and 79%
of Investments concern measure 2, Investment In Innovation and
modernization; measure 4, Speclfic Investment In capltal equipment,
accounted for 63% of applications representing 15% of Investments; 1
552 projects have been approved.

For SIURE, 6 projects have been assessed.

The restructuring of the woollen Industry drew 48 applications, 19 of
which have been approved.

The two venture caplital companies SULPEDIP and NORPEDIP have recelved
applications concerning 76 projects, 44 of which are still pending, and
contributions to elght projects have been declided.

Programme 5§, Productlivity drives, attracted 405 projects, 156 of which
have been approved. Subprogramme 1, Demonstration, publiclty and
promotion, has so far taken up 44% of the ald allocated and measure 1,
Busliness demonstration scheme, 86%. In Subprogramme 2, Support for

" productivity management, It Is measure 3, Aid for market access, which

accounts for the major part of Investments (87% of the total for the
subprogramme) and contributions (57%).

&P

Figures as at 31 December 1989.
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8 Programme 6, |Industrial quality and design, has recelved 88
applications, 50 of which have been approved; 48% of applications and
83% of subsidies relate to measure A, Quallty Incentives scheme.

9 Under Programme 7, the Information system for the management of Pedip
has been Implemented, and the publiclty, awareness and Information
programme Is running smoothly, as Pedlp Is now known and appreciated by
many busilnesses, which are showing thelr Interest by making use of Its
measures.

Taking the analysls a little further and applylng qualitative
considerations, within the narraw time constralnts already mentioned, It
may be noted that:

(a) the sectoral analysis of SINPEDIP alds shows some dilversification.
Three branches (the textile, clothing and [Ieather Industries;
non-metallic minerals; metal products, machinery and transport
equipment) have recelved almost 73% of the subsidles. From a reglonal
point of view, the districts of Porto and D’Avelro are contributing
some 60% of Investment;

(b) for the venture caplital companies, 13 of the 24 projects pending In
SULPEDIP and two of the 20 In NORPEDIP Involve corporate financlal
restructuring. Even In these cases, projects for development through
innovatlon or modernization have been submitted. The remalning
projects all have these aspects of modernlzation or Innovation;

(c) In the case of Programme §, Productivity drives, the analysls criterion-
Is more the type of entity Involved. Almost one third of the subslidles
granted have been allocated to projects submitted by assoclations of
firms, but they represent scarcely 11% of the total cost of projects
reglstered. By contrast, projects submitted by companles account for
55% of the ald, whille the cost is around 82% of the total. The nature
of the costs generated by the operations promoted by flrms, some of
which are not eligible, accounts for this difference. It should be
noted that most of the projects submitted by assocl/ations come under
Subprogramme 2, Support for productivity management, while those from
firms come under Subprogramme 1, Demonstration, publicity and
promotion. As far as the sectoral distribution of projects s
concerned, It Is the manufacturlng of metal products, machinery, and
transport equipment which accounts for the largest number of flrms
recelving assistance (38% of assisted flrms and 41% of assistance
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granted); the textlle, clothing and leather industrles and timber and
furniture Industries are In second place and It can be sald that
appllications are sectorally diversifiled;

as regards Programme 6, iIndustrial quality and design, the analysls of
benefliciariles shawvs that 44% of appllications were submitted by entities
providing assistance for Industry, 32% by assocliations and 24% by
flrms. Broken down by business sector, It Is once agaln the
manufacture of metal products, machlnery, and transport equipment which
is the most actlve, with 76% of projects. From a reglonal polnt of
view, Lisbon and Porto account for the largest number of applicatlions.

As an overall concluslon, it may be sald that although It |s premature to
present Pedip’s results because of the short time that has elapsed since
the launch, the number of projects submitted under the varlous programmes
and the amounts earmarked for them, and the breakdown by sector, Indicate

that Pedip Is progressing satisfactorily and that no major problems have
arisen.
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