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Portugal: Basic Data 1/
Total area: 34,312 square miles
Population: 10.0 million
GDP per capita (1998): US$10,863
1993 1994 1995 1996 1997 1998 1999
(Changes in percent, except as otherwise indicated)
Domestic economy
Real GDP -1.4 24 29 3.6 38 39 3.0
Real domestic demand -1.6 31 24 35 5.2 6.5 4.1
Private consumption 1.0 2.3 1.7 2.8 33 5.6 4.5
Investment -10.1 6.5 44 6.6 123 10.5 4.2
Foreign sector contribution 0.3 -0.9 0.3 -0.2 -1.8 3.0 1.5
Employment -2.0 -0.1 -0.6 0.6 1.9 23 0.8
Unemployment rate 55 6.8 7.2 73 6.7 5.0 4.6
Compensation per worker (manufacturing) 1.7 4.8 6.0 49 4.6 4.1 3.8
Unit labor costs (manufacturing) 7.9 2.8 -1.9 6.9 07 2.4 24
Consumer prices (national index) 6.5 52 4.1 3.1 22 2.8 2.5
Consumer prices (harmenized index) 29 1.9 2.2 2.3
GDP deflator 7.0 6.1 5.0 2.5 3.1 4.5 3.0
External accounts
Export volume 2.2 13.2 12.9 12.7 10.0 7.4 6.0
Import volume -5.8 113 9.7 8.4 132 15.2 6.8
Export unit value 6.0 6.5 42 3.8 0.4 0.2 1.0
Import unit value 9.2 4.3 1.7 -0.3 0.3 -1.2 13
Trade balance (USS billions, f.0.b.) -8.0 -8.3 -89 -9.4 -10.0 -12.2 -13.0
Current transfers (net, USS billions) 2/ 6.7 5.4 7.1 4.4 37 4.0 43
Current account (USS billions) 3/ 0.1 2.2 -0.2 -2.3 2.8 -4.6 -5.6
In percent of GDP 3/ 0.1 25 -0.2 2.1 -2.8 -4.3 -5.1
Current account excluding capital transfers (in percent of GDP) -4.2 -5.4 -6.7 <15
Financial account (in percent of GDP) -3.3 0.7 3.5 3.6 6.2 5.6
Of which: inward foreign direct investment 1.8 14 0.7 13 2.5 1.6
inward portfolio investment 53 44 2.0 39 83 5.8
Nominal effective exchange rate 4/ -5.7 -3.4 1.7 0.2 -2.1 -1.1 -1.5
Real effective exchange rate (CPI based) 4/ -2.9 -1.2 2.9 0.9 -1.8 0.2 0.7
Net official reserves (end of period; in US$ billions) 21.8 213 217 213 18.2 18.7
General government finances (in percent of GDP)
Revenues 41.1 39.5 40.6 43.2 43.4 43.4 44.5
Expenditures 472 45.5 46.4 46.5 46.0 45.5 46.1
Of which: capital expenditures 5.9 4.9 52 6.2 6.3 6.4 6.6
Overall balance 6.1 -6.0 -5.7 -33 -2.5 2.1 -1.6
Public debt (Maastricht definition) 63.1 63.8 65.9 65.0 61.4 57.0 55.4
Of which: external debt 7.4 9.4 11.6 11.8 14.1 149
Privatization receipts 0.6 1.3 23 2.8 4.8 4.0 1.7
Financial variables (end of period)
Harmonized M3 5/ 8.2 6.1 6.4 6.8 6.9
Liquidity of residents (L-) 6.2 9.4 8.0 8.3 6.3 7.8
Domestic credit 5/ 8.8 13.7 11.7 12.6 11.6 17.1 18.5
Credit to the general government 5/ 23 22.0 -5.3 -3.1 -28.1 -40.0 -65.1
Credit to the private sector 5/ 6/ 114 111 17.7 17.1 20.8 25.1 28.1
Interest rates (percent) 7/
Ovemight rate 112 8.9 8.6 6.7 5.1 33 2.4
Deposit rate, 91-180 days 10.2 9.3 8.1 5.5 4.6 33 2.7
Lending rate, 91180 days 157 14.7 127 11.0 84 6.0 5.0
Government benchmark bond 9.0 11.6 10.0 7.0 5.7 4.1 5.4
Nonperforming loans (in percent of total) 8/ 6.9 6.5 5.9 5.1 4.0 2.8
Risk-based capital asset ratio 9/ 11.6 8.5 8.4 9.1 9.1
Long-term foreign currency debt rating (S&P) 10/ AA- AA- AA- AA- AA- AA AA
Long-term foreign currency debt rating (Moody's) 10/ Al Al Al Al Aa3 Aa2 Aa2

Sources: Bank of Portugal; Ministry of Finance; National Statistics Office (INE); and Fund staff estimates and projections,
1/ Unless otherwise noted, 1999 data are staff estimates or projections.
2/ Statistical break in 1996, Figures exclude transfers to finance capital expenditure for 1996~1999. These transfers equaled US$2.2 billion in 1996.
3/ Statistical break in 1996. Figures include transfers to finance capital expenditure, which equaled US$2.2 billion in 1996.
4/ Data for 1999 correspond to year-on-year rates of change through July.

5/ Data for 1999 correspond to year-on-year rates of change through August.

6/ Includes nonfinancial public enterprises and nonmonetary financial institutions.

7/ Data for 1999 refers to September.

8/ Includes credit unions, and encompasses activity of off-shore branches and branches abroad.

9/ Capital over risk-weighted liabilities according to BIS methodology; lowest value among the six largest banking groups (wh:ch account

for 90 percent of the banking system).
10/ 1999 ratings refer to those available as of July.
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INTRODUCTION

1. Since the mid-1990s, the Portuguese economy has combined one of the highest
growth rates in the euro area with a successful disinflation process. This reflected, to an
important extent, sound macroeconomic policies in the run-up to the third stage of European
Economic and Monetary Union (EMU), as well as flexible labor markets that helped
accelerate the convergence process.

2. Achieving durable convergence in living standards remains the key policy challenge
facing the Portuguese economy. Since joining the European Union (EU) in 1986, per capita
income growth has exceeded that in EU partner countries by about 1 percent per annum. In
the past, Portugal’s growth was fueled primarily by the accumulation of capital, rather than
increases in total factor productivity. This brings to the fore the issue of the sustainability of
the catch-up process, at a time when per capita income is still only about two-thirds of the
EU average. The impending reduction in EU transfers (as a share of GDP) expected toward
the end of the Agenda 2000 horizon (in 2006) draws further attention to the need to
strengthen factor productivity growth.

3. In this context, the background chapters presented here focus on two key issues:
education and public investment. Both areas are generally considered as critical for
Portugal’s prospects for sustaining or accelerating the drive toward real income convergence.
Moreover, both areas absorb a substantial share of public resources and thus have important
implications for fiscal balances, which are, under EMU, constrained by the Stability and
Growth Pact.

4. Chapter I (by Benedict Clements) assesses the performance of the Portuguese
education system and delineates a possible agenda for reform. The accumulation of human
capital is widely recognized in the growth literature as a driving force in economic
development. This issue is of particular concern to Portugal, where the small share of the
population having completed secondary school (about 20 percent) constitutes a major
stumbling block to higher labor productivity. The chapter finds that considerable progress
has been achieved in recent years. Nevertheless, rates of educational attainment for the
current school-age cohort still lag behind much of the OECD, suggesting the need for
additional steps to complement recent reforms. :

5. Low attainment rates reflect several factors, among them high failure rates, which
exceeded 30 percent for grades 10-12 for the latest year for which data are available
(1995/96). As a result, both school dropout and repetition rates are high. Scores on
internationally comparable examinations in math and science also indicate significant lags in
educational performance.

6. Portugal’s low educational performance has coincided with the highest level of
primary and secondary education expenditure relative to GDP in the OECD, suggesting a
large degree of inefficiency. Portugal’s relatively high spending in the public system is linked
to both a low number of students per teacher and generous salaries (relative to per capita



income), and high repetition rates that boost school enrollments. Public expenditures on
capital and nonwage current outlays in public schools are well below OECD norms,
however, indicating some possible misallocation in the composition of spending.
Comparisons with the private sector are also suggestive of the room for improving efficiency
- in the public sector: while student/teacher ratios in Portugal’s private schools are 50 percent
higher, failure rates are lower. The empirical results from the application of 2 nonparametric
technique for production frontier estimation (Free Disposable Hull analysis) also support the
view of a relatively high degree of inefficiency in the Portuguese education system.

7. The government’s efforts to improve educational attainment have focused on
strengthening participation in preschool education and increasing the range of vocational and
technically oriented courses offered to students. While these measures will have a salutary
effect over the long run, deeper and more ambitious reforms may be necessary to more
rapidly close the gap with the rest of the OECD. Among the reforms that could be considered
are: (i) adoption of a goal-oriented management and incentive system, with school and
teacher performance assessments based on progress in meeting quantitative targets for
reducing failure rates, repetition rates, and improving scores on national examinations; in this
context, additional modifications to the curriculum may be required to support stronger
academic achievement; (ii) establishing minimum school sizes and student/teacher ratios; and
(iii) an easing of employment and work rules governing public school teachers, which would
allow for a reallocation of experienced staff to areas of greatest need. There is also scope for
raising user fees in publicly funded higher education.

8. Chapter II (by Jenny Ligthart) attempts to shed light on the role of public investment
in Portugal. Public capital expenditures are among the highest in the EU; including capital
transfers, these outlays have averaged some 5% percent of GDP in the 1990s, and were over
6 percent of GDP in 1998. In view of this sizable commitment of public resources, the
question arises of how productive public investment has been, that is, how much it has
contributed to Portugal’s economic growth.

9. The chapter finds that public capital has been about as productive in Portugal as in
other industrialized countries, with a 1 percent increase in the public capital stock increasing
output, on average, by close to 0.3 percent. These estimates imply a high rate of return to
public investment (about 40 percent), a result that is consistent with the findings for other
industrial counties. With respect to the effects of separate components of the public capital
stock, the estimates indicate that, in particular, public investment in infrastructure and in
machinery and transport equipment stimulates growth. The evidence on whether public
investment crowds out private sector capital formation is mixed: while there is some
evidence to this effect in the short run, over the longer term no crowding out was found.
There is little evidence to suggest that public investment responds to the business cycle;
rather, public investment appears to be determined exogenously.

10.  To assess the robustness of the results and allow for comparability with studies for
other countries, the chapter employs a number of econometric techniques, using annual data
over 1965-95. Results from a production function approach, estimated in levels by ordinary



least squares, are broadly consistent with the findings for other countries in the literature. The
long-term relationship between public investment and output is also ascertained using
Johansen’s (1988) cointegration approach, as well as impulse response functions from the
unrestricted vector autoregressive approach. The results consistently point to a positive
relationship between public investment and output. However, the size of the effect differs,
depending on the technique utilized, and additional work is warranted to gauge the precise
effect of public investment on economic activity.

11.  The positive nexus between public capital formation and growth revealed by these
diverse approaches lends support to a fiscal strategy that safeguards adequate levels of public
investment, even after EU-related funding diminishes. Within the constraints of the Stability
and Growth Pact and the need to ensure a competitive tax burden, the maintenance of high
levels of public investment would necessitate sufficient restraint over the growth of the
government’s current expenditure.

12.  Portugal’s publication of data is characterized by a high degree of frequency and
openness, with extensive use of the Internet. The Bank of Portugal, Ministry of Finance, and
National Statistics Office have several websites with long- and short-term economic
indicators, and they also provide assessments of economic developments. Additional
information is available from international organizations. A list of the principal national and
international sites is provided in chapter IIIL



I. THE PORTUGUESE EDUCATION SYSTEM: PERFORMANCE AND REFORM AGENDA1
A, Introduction

13.  TItis widely accepted that the accumulation of human capital plays a vital role in the
process of economic development (e.g., Rebelo, 1991). Given the positive externalities
associated with many kinds of education spending, and credit market failures that can lead to
underinvestment in human capital by households, there is a clear rationale for public sector
involvement in the education sector. What is less clear, however, is the precise role of the
public sector, be it through direct provision of educational services, or the financing of
private sector provision. A key issue in this regard is the appropriate level of public
expenditure, and whether this public expenditure is efficient, that is, is producing educational
outputs at the lowest possible cost.

14.  These issues are of particular concern to Portugal as it continues its drive to bridge
the gap in living standards with the rest of the EU. With a large share of its population having
failed to complete secondary education, there is a dearth of workers qualified for
intermediate, technical-level positions, which constitutes a major stumbling block to higher
labor productivity and economic growth.? And despite recent improvements, rates of
educational attainment for the present school-age population still lag behind much of the EU
and OECD, implying little relief from these labor bottlenecks in the near term. At the same
time, public education spending, at nearly 5% percent of GDP, is well above the OECD
average. Given the need to contain the growth of public expenditure under the Stability
Program, an improvement in the efficiency of educational spending could help the
government improve the output of the education system without raising spending.’

15.  This chapter attempts to shed light on these issues by examining the performance of
the Portuguese education system and various options that could be explored for improving its
efficiency and performance. The chapter is organized as follows. First, an overview of the
education system and educational attainment levels over the longer term is presented.
Second, public expenditures on education are described. Third, educational performance for
the most recent periods is assessed. Fourth, the interface between education and labor market
outcomes is addressed. Fifth, the efficiency of spending in Portugal relative to other countries
is assessed with the help of a nonparametric production frontier technique called Free
Disposable Hull (FDH) analysis. Sixth, recent reform efforts and proposals of the

! Prepared by Benedict Clements.

2 See OECD (1995a) for evidence from firm survey data regarding the adverse impact of
shortages of educated labor on labor productivity.

3 Continued improvements in job training are also critical for increasing labor productivity.
An examination of this topic is outside the scope of the present chapter.



government are discussed. Finally, a discussion of possible directions for future reform and
additional areas for further research concludes the chapter.

B. The Portuguese Education System: An Overview
Organization of the system

16.  The public system covers the lion’s share of the student population in Portugal
(Tables 1 and 2), although the private sector maintains an important presence in tertiary
education. Primary or “basic” schooling is comprised of three cycles, with the first cycle
covering years one through four; the second, years five and six; and the third, seven through
nine. Secondary school covers the years 10 through 12. The minimum years of required
schooling was raised from six years to nine years in 1986, which resulted in a significant rise
in the number of students at the third cycle of primary education. Primary education follows
a common curriculum in all schools determined by the central government. At the secondary
level, curricula differ, depending on whether general or technical studies are pursued. All
students, however, must pass the same final examination to complete the twelfth grade.

17.  The central government finances the vast majority of pubic spending on education,
and is responsible for paying teachers’ salaries at the primary and secondary level. The
central government also pays for other current expenditures and capital outlays for the
second and third cycles of primary education and secondary education. Municipal
governments are responsible for transportation outlays for grades one through six, and for
capital expenditures for grades one through four. With the exception of spending at the
tertiary level, education expenditures in the autonomous regions of Azores and Madeira are
financed through their coparticipation in national tax revenues and general transfers from the
central government. The public sector finances the provision of education in a number of
private sector institutions at the preschool through secondary level, and in 1998 these outlays
reached about Esc 60 billion (0.3 percent of GDP).

18.  The management of the public schools at the primary and secondary level is
centralized in some ways but decentralized in others. Some of the more centralized aspects
are the common curricula followed by all schools, and the central government’s role in hiring
all teachers and paying all salaries, which follow a uniform pay schedule based on seniority.
One of the more decentralized elements of school management is the fact that individual
school directors are not appointed by the central or local government, but are elected by
teachers.* Another aspect of management that is decentralized is the method of student
evaluation, which varies from school to school (Alaiz and others, 1997).

* The Ministry of Education provides guidelines on the qualifications and experience
necessary to qualify as a candidate. It should be noted also that since 1998, a representative
of the students’ parents also has a vote in selecting the school director.
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19.  The public universities are autonomous units that receive funding from the central
government, and their expenditures are included in the Ministry of Education budget. These
transfers are determined by formulas based on the number of students. Some university
expenditures are financed by tuition fees. These fees are very modest, as they presently are
equal to just one monthly minimum wage (about US$327) per annum. These fees were
expected to generate about Esc 12 billion (0.1 percent of GDP) for academic yeat 1998/99,
or less than 5 percent of the Ministry of Education’s outlays for higher education.’

School enrollments and attainment indicators: a long-run view

20.  Universal coverage at the primary level was achieved in the early 1970s, with gross
enrollment rates exceeding 100 percent of the school-age populat1on Nevertheless, total
enrollment in primary education has declined in absolute terms since the mid-1980s, owing
to the reduction in the school-age population. At the secondary level, the number of students
has climbed steadily, as a result of the extension of the mandatory age of school attendance
to 14 in 1987 and success in reducing school dropout rates. The student population at the
tertiary level has risen dramatically in the 1990s, more than doubling between 1989/90 and
1997/98.

21.  Despite the surge in secondary school attendance, gross enroliment rates continued to
be well below the rest of the OECD in the 1970s and 1980s. Throughout those decades gross
enrollment rates remained below 60 percent. The high dropout rate reflected difficulties in
advancing in school, including at the primary level. These difficulties are also reflected in the
figures on repetition rates at the primary level, which hovered near 25 percent in the early
1970s, before declining to below 15 percent by 1990.” These repetltlon rates far exceeded
those in other OECD countries; a sample of 10 OECD countries in the UNESCO database
indicate an average rate of under 3 percent in 1990.® Low gross enrollment rates and high
dropout rates are mirrored in the low rate of educational attainment of the population,
especially for older generations. Table 3 indicates that in 1996 only 20 percent of the
population aged 25-64 had completed upper secondary education (12 years of schooling),

3 Calculation based on Ministry of Education transfers in the 1999 budget to universities,
polytechnical institutions, and scholarships, and for living expenses at universities (dcgdo

Social).

% Gross enrollment rates can exceed 100 percent when students from older age groups retake
courses with a younger cohort.

7 Figures derived from the UNESCO educational database.

8 Belgium, Denmark, Western Germany, former Czechoslovakia, France, Hungary, Italy,
Norway, Poland, and Sweden.



-11-

compared with 64 percent for other OECD countries.” The share of the population that had
completed tertiary education was 7 percent, compared with 13 percent for the OECD. As late
as 1970 the illiteracy rate exceeded a third of the population, and in that year only

1Yz percent of the population had received a tertiary degree. "’

22.  Education attainment levels of more recent generations are closer to those of the rest
of the OECD, but significant disparities continue to exist. Of the population aged 25-34, only
32 percent had completed secondary education in 1996, compared with 75 percent for the
rest of the OECD. Female educational attainment in recent years has outstripped that of
males in Portugal, with 36 percent of women aged 25-34 having completed secondary school
in 1996. Data from the national employment survey (Inquérito ao Emprego) for 1997
indicate a further strengthening of attainment levels for younger cohorts, with 46 percent of
the population aged 20-24 having completed at least secondary education.

C. Education Expenditure

23.  Portugal’s expenditure on education, as a share of GDP, is high relative to the OECD
average (Table 4)."* At 5.7 percent of GDP, spending for the public sector alone is also
higher than in most OECD countries.'? Outlays are especially high for primary and secondary
education. Portugal’s high expenditures at the primary level do not appear to be linked to an
unfavorable demographic profile, as the share of the population between 5 and 14 years old
(12 percent in 1996) was actually one percentage point lower than that in comparator OECD
countries. Nevertheless, the percentage of the population attending primary education is more

® Throughout this chapter, references to the OECD average indicates the unweighted average
for OECD countries (excluding Mexico and Turkey) for which data are available.

19 See the historical tables assembled in Barreto and others (1996).

! Figures on primary and secondary education spending for 1996 are based on data provided
by the Ministry of Education, and include outlays of the regional and local governments of
0.5 percent of GDP. Figures for public spending are based on budgetary allocations, rather
than actual budgetary execution. Spending for the private sector is estimated based on
enrollment shares (approximately 10 percent in primary and secondary school and 36 percent
at the tertiary level), netting out the financial support these institutions receive from the
public sector. GDP figures are taken from the Bank of Portugal. More recent expenditure
figures for Ministry of Education outlays alone indicate an increase in this spending from

5.3 percent of GDP in 1996 to 5.5 percent of GDP in 1998.

12 The Ministry of Finance also provides an estimate of public education expenditure, on a
national accounts basis, which includes some spending on training activities. Net of transfers
(primarily pensions to retired teachers) estimated by the author on the basis of 1995 data,
these figures indicate projected spending of approximately 7 percent of GDP in 1999.
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than 20 percent above the European average, due to high repetition rates."> At the secondary
level, Portugal has a relatively large school-age population, as roughly 8 percent of the
population is aged 15-19, compared with 7 percent for other OECD countries. Tertiary
spending is slightly above the OECD average.'*

24.  Measured in terms of expenditure per student in purchasing-parity adjusted dollars,
Portugal’s spending is modest at the primary and secondary levels (Table 5). Spending at the
tertiary level is also lower than the OECD average, although it exceeds that of some of its
richer neighbors (Italy and Spain).

25.  Another angle for assessing educational outlays is expenditure per student as a
fraction of GDP per capita (Table 6). From this vantage point Portuguese outlays per student
are above the OECD average, except for secondary education. While the margin is not
exceptionally large (15 percent) at the primary level, it is nonetheless surprising in light of
the low level of expenditure for nonwage inputs.”> As in other OECD countries, tertiary
spending per student in Portugal is more than twice as high as per student outlays at the
primary level.

26.  What are the reasons behind Portugal’s above-average outlays per student at the
primary level? One reason appears to be the low student/teacher ratio (Table 7). Portugal’s
student/teacher ratio is well below the mean of its OECD counterparts at both the primary
and secondary levels. This is in part attributable to the low student/teacher ratios in rural
‘areas and the fact that the primary school network—which was designed before World War
IT—has not yet been reconfigured, resulting in an extraordinarily high number of schools
with just a smattering of students. In 1997/98, there were over 5,300 schools with less than
30 students, and over 600 schools with fewer than five students. There are over 8,000
primary school covering the first four grades, with an average student body of just 50. These
numbers can be put in perspective by noting that the fofal number of public educational
institutions (excluding the tertiary level) in Portugal is only 10,700, and that the average
secondary school has more than a thousand students.

27.  The central government’s preponderant role in financing education expenditures has
contributed to the resistance of local governments to the closure of these small schools.
Given that all costs are borne by the central government in maintaining these schools and
paying wages, high costs per student have not been born by local governments or their

13 UNESCO data indicate an average gross enrollment rate at the primary level of about 105
in Europe in 1995, the comparable figure for Portugal for 1995/96 was 128.

' The expenditure figure for Portugal includes a staff estimate for spending in the private
universities.

1 This issue is discussed further below. See Table 9 for comparative data on educational
expenditure by economic category.
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citizens, and hence the incentive to consolidate these schools has been muted. Increased
private sector costs associated with school consolidation (travel time to and from school), as
well as the loss of prestige for the community when a school closes, also explain the dearth
of local support for school consolidation. In spite of these obstacles, however, the
government’s reform efforts include the planned consolidation of these small schools, with a
view to improving the quality of education for the affected students (see Section G).

28.  Relatively high teacher salaries also contribute to Portugal’s high spending per
student. At the primary level, beginning salaries, as a multiple of per-capita income, are
about 20 percent above the average for other OECD countries (Table 8). This discrepancy
increases dramatically for more experienced teachers: for those with 15 years of experience,
Portuguese primary school teachers earn a third more. A similar situation prevails at the
secondary level, with differentials for experienced teachers at the lower secondary and upper-
secondary level (general programs) of 27 and 17 percent, respectively. Higher salaries in
Portugal do not coincide with longer teaching hours relative to other countries. At the
primary level, teaching hours are about the same, but for lower secondary, general secondary,
and vocational secondary schools, the number of hours taught are between 8 and 13 percent
lower than the rest of the OECD. Teaching hours in public schools declined between 1990
and 1996, falling by some 10-12 Percent at the secondary level, compared with a 1-2 percent
decline in other OECD countries.'® "/

29.  Measured in terms of purchasing-parity adjusted dollars, teacher salaries in Portugal
are below the OECD average. Nevertheless, it should be noted that salaries for experienced
teachers exceed those in a number of countries with higher per-capita income (Italy, Spain,
Norway, and Sweden). Furthermore, salary per teaching hour for experienced teachers is at
the OECD average at the primary level and just 5-10 percent below at the secondary level.
Pensions for teachers (in terms of replacement rates) are also relatively generous in Portugal
(European Commission, 1996).

30.  To some extent Portugal’s high salaries relative to per capita income are not
surprising, as cross-country comparisons reveal that this measure of teacher compensation
tends to fall as income levels rise (OECD, 1996b). However, Portuguese compensation levels
are still some 22 percent above the level predicted from a simple ordinary least squares

16 See OECD (1998), Table E3.1

17 The number of teaching hours is an imperfect measure of teacher effort, given that
nonteaching duties may vary across countries. Some notion of the extent of nonteaching
duties can be culled from information on the length of the school year. According to the
European Commission (1996), the length of the school year is 175 days, compared with an
average of 188 in 13 other EU countries (figures based on 1992/93 data).
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regression of compensation levels as a function of GDP per capita.'® Furthermore, Portugal’s
high salaries in relation to per-capita income are associated with low student/teacher ratios;
comparing across countries, more generous compensation is usually accompanied by a higher
teaching burden. For example, in a sample of countries excluding Portugal, salaries for
experienced teachers at the primary level in relation to GDP per capita are positively
correlated with student/teacher ratios (» = .75), and also at the lower secondary level
(correlation coefficient of 7 equal to .76). They are also positively correlated at the upper
secondary level (r = .61), although this result is heavily influenced by Korea’s high
student/teacher ratio; excluding Korea, the relationship becomes insignificant (r = .17).

31.  Portugal’s high spending per student relative to GDP per person appears to be linked
to the high level of outlays for staff compensation, rather than large expenditures for capital
and other current inputs. Current outlays absorb, on average, a higher share of the budget
than in other OECD countries (Table 9)."> 2 Measured in terms of purchasing-parity adjusted
dollars, outlays for nonwage spending are small, and are lower than in every country but
Greece. The low level of these expenditures over the years may have contributed to
deficiencies in physical infrastructure. Maintenance spending, for example, declined in real
terms from 1986 through the first half of the 1990s, and in 1995 these outlays equaled just

8 percent of nonwage current spending (Pinto, Barros, and Lopes, 1998). The modest state of
the physical infrastructure and facilities in the mid-1990s is also illustrated by the dearth of
computers available to students; in 1995, there were 137 students per computer at the eighth
grade level, for example, compared w1th an average of 34 in other OECD countries.?! Studies
on the state of school infrastructure and other problem areas in Portugal relative to other
OECD countries, conducted in the early 1990s, are also suggestive of infrastructure

18 See OECD (1996b), Figure 4.3. This figure refers to predicted salary for 1994 data, when
the average salary of primary school teachers with 15 years of experience was 2.0 ti