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Preface 

The 2008 crisis re.sulted, among other in the questioning of est~lished 
economic doctrine and in an attempt to reshape economic thought. This 

does not constitute a paradox and, in all probability, any novelty. The 1929 

crisis had corresponding effects on the field of economic thought and 

eventually led to the emergence of Keynesianism. 

In view of this, the Bank I-listorical Archives deemed thai the idea 

of calling a conference to debate on the formation of economic thought in the 

European countries that have been studied to a lesser degree, after the] 929 

crisis, would be fascinating. The particular interest certainly lies on the fact 

that even though, on an international level, much is kmfwn of the Great 

Depression's influence on economic thought, this applies to economica 

dominant countries only; the less important ones - Greece included still 

remain on the of academic production. The Conference in 

entitled 'The Great Depression and Economic Thought in Europe's Less 

Industrialised Countries Revisited', was held at the Banknote Museum ofthe 

Ionian Bank in Corfu, on 1 and 2 October 2010. Academics and researchers 

from Eurooean countries panicipated in the Conference, a fact which led to 

its organisational success. 

The Alpha Bank Historical Archives would like to express their deepest 

gratitude to Professor Michalis Psalidopoulos for taking the initiative to 

propose and consequently organise this Confer,ence. In addition, we would 

like to thank him for the exemplary editing of the Conference Proceedings, 

currently published under the title 'The Great Depression in 

and Policy in a National Context'. Finally, we would like 

to extend our warmest thanks to all those who patticipated in the 

Conference and contributed to the publication of the present volume for 

and high-quality work. 

All'HABANK 

, 
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The Great Depression in Portugal: 

Diagnoses and Remedies* 


l.uis Cardoso 

1. Introduction 

This essay is a reflection upon the impact that the Great Depression had 

in Portugal, in the years immediately following the crash of the New 

York Stock Exchange (1929-33). Because this was a crucial for 

the laying of the foundations of a new authoritarian political regime in 

Portugal - which thereafter remained essentially intact until the 

revolution of April 1974 - it is important to question whether the effects 

of the economic and financial depression occurring at that time on an 

international scale had any repercussions on the political and economic 

organization of that regime. It is known that the direct effects of the 

international crisis were not felt so intensely in Portugal as they were in 

other European countries. Yet, it still remains necessary to add to the 

historiography dedicated to this theme and to analyze, both by 

the reasons for its occurrence and by 
adopted for overcoming it, to what extent the crisis became a pretext of 

and a justification for consolidating the institutional structure of the 

EstaJo Novo [New State J in Portugal. 

The author is grateful for comments on an earlier version of this paper from 
Michalis PsaHdopoulos, Nicholas Theocarakis and participants at the conference on 
Corfu. This contribution is an outcome of the research project 'Corporatism, 
Political Institutions and Economic Performance: Advances in Contemporary 
European History', ongoing at the Institute of Social Sciences of the University of 
Lisbon, funded by the Fundac;ao para a Ciencia e a Tecnologia (PTOCJHIS-HIS/ 
lO0544i2008) . 
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In order to signal more clearly what is new about this present coruri

a brief survey is undertaken in the second section of tbis essay, 

summarizing the knowledge that has so far been acquired about the 

theme under analysis. Based upon this legacy, an altempt is made to 

poin! out possible new avenues for research. One of the first aspects to be 

discussed relates 10 the imDact of the Great Demession in the field of 

economic theory as developed in in the early 1930s. Since it is 

known how important economic and financial disturbances were for 

and renewing the explanations and models of 

provided by mainSI ream neoclassical economics, it seems opp0I1une 

here to pay close attenlion to the way in which relating to the 

business cycle and economic fluctuations were discussed at the 

theoretical level in Poltugal. This will be the central of the third 

section of this essay. In the fOllrth section, we return to the matters that 

have tended to be on the of Portuguese historiography about the 

Great Depression, paying close attention to the testimonies prOVided by 

those political, economic, financial and business agents who wrote about 

the events Ihat they witnessed. A critical assessment of the voices whose 

echoes were heard at that time in official documents, in the brochures 

published by different associations or in the daily press, makes it 

possible to understand how the diagnosis of the Great Depression and 

the international crisis was transformed into the cornerstone or the 

and economic system, a subject that will be afforded 

further clarification in the conclusions of this texi. 

2. The historiographical legacy 

the authors who have devoted themselves to the 

impact of the Great Depression in Portugal, there has been almost 

unanimous agreement in noting that such an impact was 'relatively 

swift and low in its intensity' . I This neat synthesis proposed 

Fernando Rosas, 0 Esl.ado Novo nos Anos Irinta. Elementos para 0 E<;tudo da 
Natureza Economica e Social do Salazarismo, 1928-1938, Lisbon: Editorial 
Estampa, 1986. [Unless otherwise stated, all translations 
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Fernando Rosas was intuitively perceived by Alfredo Marques and Nuna 

Valerio in their PhD theses, written respectively in 1980 and 1982, but 

only published later on 2 In keeping with this synthetic formula. it can 

be stated that the most significant falls in economic 

occurred only in 1931 and that, by 1932, the Portuguese economy was 

already showing signs of a recovery, which was itself made easier by the 

of the effects of the crisis. 3 

documented that the falls in the external market 

were far less intense in Portugal than in other countries, by virtue of the 

exports (mainly concentrated in wine, cork, canned food and colonial 

nation's limited openness to foreign trade (between 1925 and 

exports represented 10% of GDP and 

time, because of the specialization and sectoral specificity of Portuguese 

products for re-export), which offered some guarantee of 

I heir placement abroad, without any loss in competitiveness, as well as a 

reduction in impolt prices due to the international fall in price levels, the 

balance of trade was able, throughout the years of the Great 

Depression, to continue at the same level without any worseninl'. of its 

deficit. 

The unemployment rate recorded in Portugal in the first half of the 

1930s also had much lower values (5.5%) than most of the more 

developed economies (15%), due, above all, to the predominant role 

played by the agricultural sector in the structure of the P0l1uguese 

economy and, consequently, to the existence of conditions that favoured 

self-consumption and the absorption of urban unemnloyment. There 

was the added advantage that, in the case of industry, its small size, 

scattered nature, low level of technological development and low level of 

2 Alfredo Marques, Polftica Economica e Desenvohimento em Portugal, 1926
1959. As dllaS Estmtegias do Estado Novo no Perfodo de Isolamcnto Nadonal, 
Lisbon: LiVTOS Horizonte, 1988; Nuno Valerio, As Fin.111,as rublicas Porruguesas 
enlre as duas GuerrasMllndiais, Lisbon: Cosmos, 1994 [1982]. 
3 For a summary in of the economic and financial situation in Portugal 

the course of the Great Depression, and for an explanation of the factors that 
dictated its limited impact, d. Jaime Reis, 'Portuguese Banking in the inter-war 
Period', in Charles Feinstein (ed.), Banking, Currency and Finance in Europe 
between tbe War.5, Oxford: Clarendon Press, 1995, pp. 490-499. 
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foreign investment allowed for a faster sectoral restructuring than in 

other countries+ 

Despite these softer there were clear signs ofa slowing down of 

economic activity due to the decrease in the international demand for 

Portuguese products, most notably colonial products for re-export. As far 

as the balance of payments is concerned, the positive impact caused by the 

return of the Portuguese capital that had flowed out of the country during 

the war and had not been put to good use abroad was greatly outweighed 

by the negative impact of the reduction in the remittances of emigrants, 

due to the controls and restrictions imposed by the countli.es of destination 

of Portuguese particularly BraziL5 

Despite the slowing down of the rate of growth resulting from the 

diffiC1llties experienced in the international conjuncture, the Portuguese 

economy displayed a satisfactory performance that enabled the cOlmtry, 

from] 935 onwards, to return to the levels that it had reached before the 

oul break of the Great Depression6 Such a fact underlines the 

and benign nature of the situation experienced in Portugal, when 

compared with the repercussions felt in other European countries. 7 

'I Ana Bela Nunes and Jose Maria Brandao de Brito, 'Polftica econollllca, 
induslrializa<;ao e crescimento', in Fernando Rosas (ed.J, Nova Ristoria de 
vol. XII: Portugal e 0 tstado Novo, 1930-1960, Lisbon: Editorial Preseno;;a, 1990, pp. 
306-351; Malia Eugenia Mata and NUllO Valerio, Hist6ria Ecooomica de Ponug'IL 
Uma Perspectiva Global, Lisbon: Presen,a, 1994; and Maria Eugenia Mata, 'As 
crises financeiras no Portugal Contemporaneo. Uma perspectiva de conjunto" in 
Sergio Campos Matos (ed.), Crises em Portugal nos 5emlos XIX e XX, Lisbon: 
CHUL, 2002, pp. 33-55. 
5 Cf. Nuno Valerio, 'Crise economica de 1929', in Antonio Barreto and Maria 
Filomena Monica (eds), DicioIllfrio de Historia de vol. VlI, P0I10: Livraria 

1999, pp. 472-473. 
6 Cf. Pedro Lains, 'A economia portuguesa entre as duas guerras mundiais', in 
idem, Os Progressos doA/raso. UIlla Nova Risloria de Ponllgal, .1842-1992, Lisbon: 
ImprcnsadeCienciasSociais, 2003, pp. 147-167. 
7 On this subject, cf. the comparative tables compiled by Derek H. Aldcroft 
(Studies in the Intenvar European Economy, AldeIShot: Ashgate, 1997, pp. 140
144), which show thal, throughoul the period from 1929 to 1933, POltugal, Greece 
and Denmark were the countries to display a positive evolulion in 
terms of GDP. For the same and as far as the indices of industrial production 
are concerned, Greece and Bulgaria displayed a positive evolution. 
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The reasons why Portugal enjoyed such a capacity for neutrahzing or 

minimizing the effects of the Great Depression have been 

attributed to the policy of financial stabilization developed under the iron 

rule of Antonio de Oliveira Salazar, who became Minister of Finance in 

1928. Particularly highlighted are the successful 

budgetary equilibrium and exchange rate and monetary StaDlllzatlon 

which made it possible to put an end to an extremely long cycle of deficit 

budgets and to guarantee that the outflow of capital abroad could be 
under control, before the eflects of the international crisis could 

make themselves fell. The elimination of the internal and external 

the tax reform of 1928-29, which introduced new taxes and 

brought a tighter control of the budget deficit through nleasures 

mplemenled on the income side, the extremely careful supervision of 

the state's current expenditure, and the reform of credit and 

credit institutions (Bank of Portugal and CaLxa Geral de Depositos) and 

of financial inspection (Inspectorate-General of Finances and the Court 

of Auditors) were also important measures for ensuring that, in ] 931, 

when the onset of the crisis could no lone.er be avoided, its effects were 

not as onerous as might have been without such preventive 
mechanisms.H 

However, in addition to these preventive measures, there was also a 

determined and reactive response to be noted in terms of economic 

decisions of the followine. t}1)es: restricting 

consumption 
redUCing public expenditure), in keeping with the principles of a 

balanced budget; stimulating expolts through a 

rate policy (with the escudo folloyving the pound in joining and later 

abandoning the gold standard system, as well as in its successive devalu

fostering both private investment 0Jy lowering interest rates, 

which also eased the burden of the public debt charges) and 

investment (bv increasing public spending, especially in the sectors of 

8 Fernando Rosas, 0 E'itado ... , op. cit.; Ana Bela Nunes and]os€. Maria Bral1dao 
de Brito, 'PoHtica ... ', op. cit.; Maria Eugenia Mata and Nuno Valerio, Ristoria ... , op. 
dt.;Jaime Reis, 'Portuguese ... ', op. cit. 

http:countli.es


366 JOSE LUis CARDOSO 

road and port construction); and ,_,LeU"'>'. social 

and t he social 

were enone:h to lUStlly direct state intervenlion and 

the agricultural sector (the 'Wheat , begun 

in 1929) and the industrial sector (the 'Industrial Conditioning' regime, 

introduced in 1931) and to intensify colonial dependence in commercial 

and financial matters (the 'Colonial Act', decreed in 1930). For other 

authors, the dynamics acquired by these economic policy 

by much more than the simple and direct 
motivation of a clliis in and its limited on the 

economy, was not severe to such drastic and 
urgent measures. 

"R""~rrll,,<:<: of these nuances in ternlS of nt<~rpretati!on, there is, 

reasonable consensus amongst historians from the period in 

relation to the conditions under which the Great occurred in 

Portugal, as well as in relation to its most notable effecLs and the political 

responses t hat it gave rise to. It is interesting 10 not e that most of these 

histOli.cal interpretations reproduce the arguments that were put forward 

at the time hy the actors wit h greatest responsibilities in government 

circles and in the of economic interests. The difference 

between the oresent-dav exnlanations and their contemporary versions is 

businessmen and journalisls from 

of importance and merit that 

the 1930s 

attributed to the actions perpetrated by the government led by Salazar. 

However, the greater distance that historical analysis affords must not 

LlS from the tools and modes of analysis that wen: put 

9 Joel Frederico Silveira. 'Alguns aspectos da poliHca econ6mica do fascislIlo, 
1926-1933. Da crbe de ao condicionamento industrial', in AJ.,..VV, 
o Fascismo em Aetas do Col6quio da Faculdade cle Letras, Man;o 1980. 
Lisbon: A Regra 1982, pp. 341-399; Sacuntala Miranda, 'Crise econ6mica, 
industrializa<;iio e anlarcia na dccada de 30', in AA.VV, () Estado Novo. Das Origens 
ao Fim daAularcia, 7926-1959, vol. I, Lisbon: Fragmentos, 1987, pp. 249~258. 
10 Alfredo Marques, Politica... , op. cit., pp. 49-55, 
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to use the authors who 

that are studied 

testimonies and statements 

impact that the Great had in PortugaL 

""lIT'II>,;,'nf'fvi the events and fl1UUKIII;, 

the 

of available written records allow us to enrich our 

One of the frequently ignored aspects within the range of thLs impact, 

which wiJ[ be discussed later on, is the analytical dimenSion, of which 

some authors from academic circles were aware. 

3. Impacts 011 economic theory 

of business 

authors before the Great Depression, the name of 

the scattered theoretical contributions on the 

should be singled out. In his textbook definition, a crisis 

is a 'disLUrbance of the equilibrium bet ween production and 

consumption needs' Y due to the incapacity of the price system, under 

conditions of free competitioll, to the relationship between 

supply and demand. In t he chapter of his textbook dedicated to the 

'limitations of production' , he a Simplified classification of the 

different forms of crisis (industrial, monetary, financial), 

and their duration and scope (partial or He also rden-ed to 

crises a<; a moment in the process of the oscillation of tlll~ 

economy, fundamentally hased on the works of Gement Juglar and 

Albert Aftalion. 12 

considered that the central elements for diagnosing a crisis 

situation are a fall in prices, a decline in trade and an increase in 

unemployment. But the central question that he developed in this 

section of his book is the duality in the theoretical explanation of crises, 

11 Bento Carqueja, ECOIl011W PO[[tiC,1, vol. II, Porto: Ofieina do Comercio do 

Porto, 1926, p. 612. 

12 Clement IUQiar, Des crises commercii lIes et leur retour periodique en France, 


Etats-Unis, Paris: Guillaumin, 1862; Albert Aftalion, Les crises 
surproduction, Paris: Librairie Marcd Riviere, 1913. 
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depending on whether one chooses to consider the crisis as a 

of overproduction or as a phenomenon of undercon

sumption. Despite the didactic and apparently neutral tone of his 

Carqueja seems to have been more critical of the explanation of 

crises as a phenomenon of underconsumption, both because of the 

insufficient purchasing power of the social groups most affected by 

inequality in the distribution of wealth and because of the "hmt>1CfP 

capital and savings. In this sense, the explanation given 

Baranowsky13 and Arthur Spiethoff merits special attention, since for 

them crises resulted from processes of overinvestment and an 

exaggerated expansion of credit to finance projects with a powerful 

component of technological innovation. 

Also fitting within this overall panorama of reflection is the contri

bution to the theoretical analysis of crises made by Joao Pinto da Costa 

Leite, which corresponds to the dissertation that he presented to the 

Faculty of Law of the University of Coimbra in 1933 as part of his 

for a full professorship. he did not make any 

original contribution to the theoretical production of that time, his work 

nonetheless amounts to an excellent survey of t he main approaches 

developed by economic science with the aim of interpreting business 

cycles and economic fluctuations. The prominence that Costa Leite's 

book undoubtedly deserves was not allorded to it at the time, due to the 

lack of theoretical reflection that characterized the 

environment, where a book of this type might be discussed. It is worth 

rescuing this work from such forgetfulness. 14 

13 M. Tugan-Baranowsky, l.es crises industdefles en Angleterre, Pa11s: M. Giard 
&tE. Briere, 1913. 
14 The historiography of economic thought has itself not been very pmdigious in 
recognising the significance of this work. The exceptions are Ferreira and Bastien 
(Hui Viseu Ferreira, 'Consequencias da crise de 1929 no pensamento cCOflomico em 
Portugal. Costa Leite e a teoria das crises', in Antonio Almodovar (cd.), Etudos 
sobe 0 Pensamenro Economico em Portugal, POltO: faculdade de Economia, 1990, 
pp. 207-226; Carlos Bastien, 'jO;}O Pinto da Costa Leite (Lumbrales)', injose Luis 
Cardoso (cd.), Dicionario Ilistorico de Economistas Portugueses, Usbon: Temas 
Debates, 2001 pp.181-183l 

THE GREAr DEPRESSION IN PORlUGAl 

The author by stressing the opportune nature of the 

under analysis: 

In economics, few problems today are as interesting as that of crbes. 

It is not just because of the topicality that is presented hy a crisis that 

has reached uncommon levels of intensity; it is because the problem 

of crises or the problem of cycles, as one generally prefers fO call them 

contains within it such a large number of fundamental 

that it can be said to be one of the key Droblems in 

economic science. 15 

\lUIlJUgU the motivation he felt is so obvious and up-to-date, Costa Leite 

made no further reference to any of the or symptoms of the Great 

Depression that were being exhibited at the heginning of the 1930s with 

such enormous impact and 'uncommon levels of intensity'. His 

approach is deliberately removed from reality, displaying no concerns of 

a practical or political nature, making no diagnoses and presenting no 

solutions. In fact, he was only interested in approaching the problem of 

crises at the theoretical level. The definition that accompanies his 

reasoning throughout the book is that the crisis corresponded to a phase 

in the alternation between prosperity and depression, OCCUlTing vlithin a 

process of economic evolution that is disconr.inuous in nature: 

These oscillations that follow on from one another 

therefore result in an alternation between prosperity and depression, 

interrupted at the moment of from the former to the latter 

profound manifestations of economic disequilihrium. It is these 

moments of transition, when disequilibrium is displayed at its most 

acute, that consti.tute the cyclical crises. 16 

The basic idea is that there are in fact moments when it is impossible for 

the valious elements of the economic system to SIIIIUllalleOLl.;;1 y and 

15 joao Pinto da Costa Leite, J:::"nsaio sabre a Teoria das Crises Economicas, 

Coimbra: Coimbra Editora, 1933, p. l. 

16 Ibid., p. 16. 
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harmoniously to the new conditions resulting from long-term trends. 

The analvsis of crises is therefore also the study of what can or must be 

avoided, so that the eITects of their occurrence may be 

effectively guarded against. 

In the opening chapters of his book, Costa Leite referred to the 

controversy among Malthus and Sismoncli, about the occurrence of 

crises of overproduction, which he used as an of a first 

theoretical debate to demoILstrate the importance of the phenomenon. He 

also described the phases of the cycle (prosperity, crisis, depression, and 

recovelY or 'rebiIth') and discussed the problem of the different 

frequencies and lengths of crises, ranging from short cycles to 

the Kondratieff long waves. Attention is also drawn to the international 

nature of crises, as a way of revealing the links between the different 

nat ional economies and as a sign of the seriousness that their occurrence 

transmits, especially in countries wi.th a more developed industrial 

structure. 

Costa Leite considered that the quantitative and empirical treatment 

of crises, by observing the oscillations in economic activity, the 

variations in prices and their presentation in statistical series, is essential 

for increasing our knowledge about them; hence, the admiration that he 

showed for the contIibutions that special emphasis to this type of 

namely the works ofJuglar, Mitchell and Kuznets. Yet he also 

considered a theoretical approach to be essential, situating the problem 

in its analytical dimension and explaining the reasons crises occur, 

not from a perspective of direct and unmistakable causality, but 

the consideration of the reciprocal relations between the various 

elements of economic organization. 17 

The explanations for crises are diverse and can greater emphasiS 

ganization of production or to the distribution of wealth 

of consumption, or even to the amount of currency in 

17 The that he adopted is punctuat~d by references to the 
works of Aftalion and LesClne. which were his sources of inspiration (Albert 
Aftalion, Les crjS{~5... , op. dt.;Jean Lescure, Des 
sumroductiofl, Paris: Larose et Tenin, 1906). 

THE (;REArDEPRfcSSION IN PORTUGAL 

circulation. For Costa Leite, 'as the various theories about crises began 10 

appear, one particular fact was highlighted: the impossibility of 

attributing the responsibility for crises to just one single element of 

economic organization' .18 

His starting point is the equilibrium that is characteristic of 

traditional economic analysis and the identification of the conditions and 

factors prevent.ing such equilibrium from maintained. Or, in other 

for Costa Leite, it is not possible to conceive of crises outside the 

theory of equilibrium, for only in this way can we understand how this 

has been disturbed: 

lIwe conceive of as of the economic structure 

aaapnng to the changes its different elements, and if we 

think that the "'>'II}' in which cycles develop has varied ¥'ith the 

changes made to that structure, we shall see how the theory of 
prOvides the path for solving .1,~ __~hl~.~ 19 

According to the basic theoretical line of argument followed Costa 

Leite, when faced with a new circumstance affecling the functioning and 

organization of the economic structure, this same structure is shaken by a 

series of wavelike movements that cause changes 10 the initial 

equilibrium. 10 Such movemenLs result, after all, from the impOSSibility of 

all the elements of the economic structure instantly re-adapting to the 

new conditions caused by the impact of an external force or circumstance, 

The main thesis that he put forward in his book, and which forms lhe 

essence of his theoretical reasoning, is Ihat the extension of the 

process as a result of technical progress (a dear influence of 

the Austrian of capital, to which the author did not specifically 

refer) rise to highly significant changes in the organization of 

18 Joan Pinto da Costa Leite, Ensaio ... , op. cit., pp. 55-56. 

19 Ibid., p. 59. 
20 The influences that he explicitly recognized in this allusion to the need to 

a disturbance to equilibrium - which 
ill the analysis of equilibrium - are 

those of Marco Fanno, Pigou 



372 JOSE LUis CARDOSO 

economic activity, with disturbances to the economic equilibrium 

between production and consumption and to the functioning of 

the monetary system and the credit system. In other words, the greater 

dynamism of economic life makes it increasingly complex and difficult 

to realize the circuits that characterize the real sphere and the monetary 

sphere of the economy: 

Disturbances occur incessantly on the side- overpro

duction of celtain producer or consumer goods, defkiencies 

or excesses in the setting up of reserves, through sudden contractions 

in consumption or through its sudden and on the side of 

currency in circulation - througb some sudden shock to the 

confidence about the currency, through a sudden contraction of credit 

that will suffocate a of production that has begun, or [or 
any other reason. 21 

Beginning with the real economy, Costa Leite undertook a careful 

analysis, both of the distinction between consumer goods and producer 

and of the disturbances caused by the time in the supply and 

demand for these types of goods. His conclusion on this rnatter is very 

clear: 

If certain crises can be attributed to exaggerations in the production 

of fLxed capital and instrumental goods [i.e, 

determined by the insufficiency of the profit rate as an indicator of 

market conditions, what is certain is that it is consumption 

that imposes a limit on the fall ill prices and the reduction of 

productive 21 

Costa Leite displayed an implicit acceptance of the 

!!uidelines established the Austrian School and the analysiS of the 

of value according to which producer goods owe their 

21 Joao Pinto da Costa Leite, El1saio... , op. cit., p. 8L 
22 Ibid., p. 103. 
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existence and their value to the needs of the consumer goods that these 

same capital make it possible to produce. In other words, 

consumption is the main factor determining the organization of 

economic life, based on the premise that nothing is produced that does 

not have an outlet in the market. In Costa Leite's own words: 

'Consumption is the raison d'etre of all production, and no economies or 

are except [or those that depend on the creation of 

wealth, whose aim is the ever more complete satisfaction of human 

needs'. In this development of his argument, Costa Leite criticized the 

view that favoured an explanation of crises based on overinvestment and 

an excess of capital goods, as displayed in the 'works of 

and Spiethoff. 
As far as the interpretation of crises is concemed, and based on the 

functioning of the monetary and the credit system, the author's 

basic arises from the acceptance of a general equilibrium of the 

Walrasian type> in which the conditions of equilibrium in the markets of 

final consumer goods and capital goods "Will also have to be matched in 

the capital and credit markets. Since it is the banks and I he credit system 

that intermediate between the agents that hold savings and those agents 

that are interested in investing, it is essential to guarantee the fluiditv of 

the system. 
Costa Leite {,~pOlmded the monetary theory of crises developed by 

Hawtrey,24 considering the explanation of the business cycle through 

merely monetary factors to be an inadequate one, namely any 

that is based on the commitment of national currencies to 

the gold standard system, or on the interpretation of the phases of 

prosperity and depression as mere outcomes of the ease or difficulty of 

obtaining credit in the banking market. It therefore seemed to him to be 

more suitable to adopt the explanation put forward by Keynes,25 for 

whom the deficient functioning of the international payment or credit 

systems did not imply a denial of the importance of real factors for 

23 Ibid., p. 105. 

24 Ralph G. Ha\ytrey, Trade and Credit, London: ()na mansGrouD.1928. 

25 John Maynard Keynes, A Trealiseon Money, London: Macmlllan 1930. 
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explaining crises. Costa Leite accepted Keynes' interpretation of Ihe fact 

that inflation does not depend on the amount of money in circulation, but 

instead on the relationship between the of goods demanded in 

the market and the availabililY of such as a result of investmem 

decisions. He was therefore able to conclude that: 

It seems to us to have been demonstrated that cyclical pnt:1101l1eu<t 

cannot be attributed to monetary causes. Above from \vhat 

has been said, we can see the confirmation of the so-called structural 

theory, which attributes crises to the ways in which the economic 

structure reacts to the various shocks that it may suffer. As the 

monetary system is a fundamental part of that structure, it reflects 

these cyclical oscillations and its development a fundamental 

roie, which does not, permit us to consider monetary and 

credit phenomena as the initial cause, the driving force behind 
oscillations and crises. 26 

Ii) end his remarkable book, CoSla Leite made a summary of his research 

and hi!!:hli!;rhted the importance of Schumpeter's theory of economic 

and the role played by the entrepreneur in the permanent 

discovery of new opportunities through innovative or, in other 

words, the replacement of old structures by new ones. Such innovations 

are eqUivalent to adjustrnenl processes that establish the conditions for 

initial stability in the face of equilibria Ihat have been disturbed; and it is 

thanks to the disturbing role played innovations during the four phases 

of the business cycle (prosperity, recession, depression, that the 

economic system is able to generate by itself the elements that lead to its 

transformation and change. 

should be added that, in his theoretical digression about the theory 

of crises, Costa Leite did not hazard any more explanation about 

26 Joao Pinto da Costa Leite, J:nsaio... ,op. cit., pp. 179-180. 

27 Joseph A. The of Economic Development, London and 

New York: Oxford Universil.y Press, 1934 [1911]. 
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the significance of the Great Depression that was then underway. On this 

subject, he limited himself to accompanying what was the accepted trend 

among I he economists immersed in the neoclassical tradition, 

that the equilibria that had been lost could be re-established. According 

to t he conventional ·wi.sdom, the Great Depression was a kind of price t.o 

payor a punbhment to be suffered for the rigidity of prices and wages, 

the institutional and political obstacles to the free play of market forces 

and the implementation of the of law of markets. In a 

economic world, disequilibria would always be fleeting in nature, 

sO that the crisis caused by the Depression would be overcome if 
the markets were left undisturbed by spurious interferences. 28 

However, Costa Leite's encounter with the works of Hawtrey, 

and Schumpeter, amongst other crucial names for the 

development of economic science in the 20th century, is fairly revealing 

of the modernity and relevance of the references made the Portuguese 

author, who sadly did not continue with this type of incursion into the 

terrain of economic theory29 The theoretical foundations that he showed 

he could interpret and work with would only very rarely be 

demonstrated His bold research agenda was suddenly interrupted 

and Ius intellectual energy was channelled into his militant defence of 

Ihe coroorative economic system and his interventions in conjunctura 

28 On this and other limitations in the analysis of economist, whose vHitings 
\wre contemporary to the Great d. Randall E. I'drker, The Economics of 
the Greal Depression. A Century Look Back at tbe Economics of the 
Interwar Era, Cheltenham: Edward Elgar, 2007, pp. 4-1l. 
29 It should be emphasized here that Costa Leite's consisting of an 
edectic survey of different business cycle theories available, bears a resemblance to 

systematic work that would later be ordered by the League of Nations from 
Haberler (Prospeljl.yand Depression. A Tbeoretieal Analysis 

Movements, Geneva: l.eague of Nations, 1937). On the relevance ofHaberier's survey 
in I.he context of the development of macroeconomic theory in the 19305, see Mauro 
Boianovsky, 'In Search of a Canonical History of Macroeconomics in the Interwar 
Period: Haberler's Prosperity and Depression Revisited', in Michalis PsaJidopoulos 
(cd.), The canon in the History ofEconomics. Critical Essay:>, l.oudon: Routledge, 
2000, Pl'. 156-179 and Mauro BOianovsky and frans-Michael Trautwein, 'Haberler, 
the League of Nations and the Quest for Consensus in Business Cycle Theory in the 
1930's', History ofPolitical Economy, 38/1,2006, pp. 45-89. 
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matters relating to economic policy. The regime an epigone 

to all the others, and economic science lost a fine practitioner. 

To end this brief incursion into the visited territory of pure 

economic theory in Portugal, in the years immediately follOwing the 

Great Depression and linked to the theme of crises, two other authors 

should also be mentioned. 

The first of these is Marcello Caetano, who, in the dissertation that he 

presented for his doctorate at the Faculty of Law of the University of 

Lisbon, described in great detail the experiences of the depreciation of 

the national currencies in the European countries after the \Vorld War I, 

while also engaging in some theoretical considerations about alterations 
in the value of the currency. },) He discussed Keynes' Tract on Monetary 

Reform,3l follows the reasoning of Hawtrey and and 

accompanied very the reflections made by Aftalion in one of his 

last books dedicated to the problematics of crises32 For Caetano, the 

occurrence of crises and sudden alterations in price levels, apparent 

about by changes in the amount of currency in circulation, 

should not cause us to the essence of the phenomenon of a 

depreciation of the currency, the origin of which is to be found in 
forecasts, or, to use Keynesian 

about the future utility of the currency. He was 

how future developments are bound up with the C.II.jJlrtllo.Ulll 

present, using an economic language largely based upon Aftalion's 
ychological theory: 

30 Marcello Caetano, A Deprecia[clo da Maeda depois da Guerra, Coimbra: 
CoimbraEditora,1931. 

31 Jo1m Maynard Keynes, A Trace on Monetary Reloml, London: Macmillan &; 


Co., for the Royal Economic Society, 1923. 

32 Albert Ntalion, MOI1naie, prLl( el Paris: Librairie du Recueil Sircy, 

1927. On the significance of the work of Aftalion, one of the authors who had the 

greatest influmce on most Portuguese authors "'Tiling on the subject of eC(llomic 

crises and business cycles, d. Cecile Dangel and Alain Raybaut, 'Albert Aftalion's 

Macrodynamic of Endogenous Business ,Journal of the History of 

Economic IllOllf"hl. 19/1,1997, pp. 71-92. 
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But it must not be forgotten that. in periods when there is monetary 

depreciation, a collective and highly impressionable state of mind is 

whereby individuals' judgements and opinions are 

returned to them completely nanslc)Jmed. And, in our opinion, it is 

this collective mentality, which can gellerate both confidence and 

suspicion, that decides the fate of the currency. 10 sum up: in a 

of economic equilibrium, monetary depreciation may result from 

inflation. lfinllation continues and depreciation increases, the forecasts 

made about the future utili tv of money begin to playa major role. 33 

Another academic approach worthy of mention is the work of Raul 

Humberto de Lima Simoes, in his PhD thesis presented at the Technical 

University of Lisbon (Institute of Economics and Finance) in the same 

year, speCifically dedicated to the problem of the guarantees and 

risks inherent in the functioning of credit systems. 34 For this author, 

there was no doubt as to the consequences of the crisis in terms of the 

disorganization of the banking system, due to the bankruptcies and 

insolvencies that it had provoked, obliging people to think in a new way 

about the problems of prudence and credit and, in general, about 

the question of guarantees that banks would continue to ftmction 

normally in times of crisis. 

Yet, its academic motivation, this work fits better into the 

series of writings produced in the years of the Great Depression, geared 

towards stating the seriousness of the crisis and presenting the political 

that would make it possible to attenuate or avoid its effects in 

It is this set of materials that we shall look at in the next 

section. 

33 MarceUoCaetano, A Deprecia¢o... , op. cit., p.194. 

34 Raul Humberto de Lima Simoes, 11 Crise Bancaria PoI1ugucsa a Defe.'ia do 

Credico, Lisbon: Ofidna Grafica do Instituto SUDerior de Ciencias Economicas e 

Financeiras, 1931. 
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4. Interpretations aud policy respouses 

Among the various authors and journalists who, at that time, wrote about 

the nature of the crisis, the ide'.! was almost always of a 

phenomenon that had various dimensions (political, monetary, social and 

with particular stress placed on the mismatch 

between the abundance of supply and the of demand, In other 

what was essentially at stake in the symptomatic revelation of a 

crisis was the adaptation of production to the needs in the 

functioning of markets, Without the analytical sophistication that was to 

be found in Costa Leite's work, the explanations offered seemed to 

generally concur that the crisis should be understood as a phenomenon of 

underconsumption and a lack of purchasing power amongst the different 

",~,u,,,u'vu,,,35 However, for those authors who to reflect upon the 

phenomenon of the crisis, the most impOrtant thing was to understand its 

implications political and economic re.ality in POltl1gaL 

A outside observer of the Portuguese economic situation 

recognized that the years from 1932 to 1934 had strengthened the 

country's capacities to restrict the impact of the Great Depression and 

that were also marked by the 'success ,Idlh which the Government 

com;olidated its achievements, and maintained the stability attained in 

the face of many adverse factors' 36 For the trade secretary at the British 

Embassy in the government had clearly 

demonstrated its capacity for action balancing the budget deficit and 

the chaotic situation of public finances at the end of the 

19205, which afforded the nation some tranquillity for confronting the 

crisis. Such unequivocal of the measures decreed by a Tlowerfull 

35 G" amongst others, Jose Diasde Ara(ljo Concia, A Crise nos sellS Aspectos 
l;(:ollomico e Social, Lisbon: Tipografia cia Empresa do Armaria ComerciaL 1932; 
Amaro Sacramento Monteiro, 'CriSe industriaL Seus factores e solu~6es', 

Congresso da Industria lCses e C01l111nicaroes, Lisbon: Empresa do 
Anuario Comercial, 1933; E Mala de Loureiro, D,/ Crise Actual. Economia 

Lisbon: Imprell5a Portugal-Brasil, 1936, 
36 AH.W King, economic Conditions ill Portllgal, London: His Majesty's 
Stationery Office, 1934, p, L 
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led government could not, however, overlook the enormous 

that Portugal enjoyed when compared with other economically more 

nations: 

Throughout the crisis Portugal has been less vulnerable than most 

nations to the pressure of world-wide depression, to 

the fact that she is essentially an agricultural country, and t hat her 

industrial output is disposed of entirely in her home and colonial 

markets, in both of which she enjoys a large measure of protection. 07 

In this way, it was argued that the Portuguese success in the 

crisis was, after the result of the of the nation's economic 

structures and the protected environment of its home and colonial 

markets, TIils same point of view was also by the man who 

responsible for conductin2 its economic and financial 

as earlv as 1930: 

The repercussions of the crisis upon the onugucse economic structure 

have been slowly felt since 1929, but 

intensity in the course of 1930: our agricultural structure and the low 

standard of living of our population perhaps absorbed some of the 

but they were not able to keep us removed from the difficulties 

experienced by t he whole of the world [," I. Unemployment among the 

classes has not reached levels that are in any way 

with those recorded in other countries, but it has 

especially among the middle classes, who were hard hit bv the 

difflculties of the prt.'Vious period. 

However, while the backwardness of the Portuguese economy was the 

best guarantee that the impact of the Great Depression would not be 

intense, since the consequences of a particularly adverse 

37 Ibid, 

38 Antonio de Oliveira Salazar, lnIltas FUblicas de 1929-1930, lisbon: Impre!lsa 

Nacional, 1930b, pp, 27-28, 
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international situation were quite substantially lessened, the 

speeches made by Salazar in those crucial years of 1930 and 1931 tended 

to the success of the followed by the government under 

his direct leadership. Such a was first embarked upon in April 

1928 when Salazar was appointed Minister of Finance, after two years of 

failure on the part of the dictatorial government that had emerged 

the military coup of 28 May 1926 and whose attempts to obtain a 

loan from the League of Nations had been repeatedly thwarted. The 

financial reconstruction set in motion by Salazar implied a series of 

measures in the concrete areas of budgetary consolidation, tax and tariff 

reform, reorganization of the credit system, incentives or special 

economic regimes to some seClOrs of consolidation of 

public credit and normalization of the public debt. It mesuDDosed 

and ligid control the Ministry of Finance over government actrvlty as 

namely the prerogative of setting maximum limits for 

funds allocated to the eXDenditure of each 

the right to examination of all government initiatives 

with direct repercussions on revenues or and the 

capacity to intervene in the dra\ving up of all measures relating to the 

collection ofrevenues and the reduction of expenditure. 

The heaped upon the successes achieved through some of these 

administrative procedures became particularly evident in a country that 

was finally ceasing to live forever on the tightrope of the budget 

threatened with the imminence of and collapse. The 

panegyrics and. propaganda actions were transfomled into instruments 

of persuasion, seeking to create a public opinion that was prepared to 

recognize the merits of a strong leadership. Texts filled ,vith flowery 

rhetoric followed on from one another, legitimizing and justifying the 

of the policy delineated by Salazar,19 whilst also explaining 

39 Amongst the vast range of materials for the effects of propaganda 
and acclamation, or even the self-proclamation of the goodness and superiority of 
the 'genius with figures' (Jose Dias de Correia, Realidades e Aspirat;:i5es de 
f'oI!ugal Contemporiineo, Rio deJanciro: Fedna~ao das Associa.;:5es POlluguesas no 
Brasil, 1938b). Cf. Antonio de Oliveira Salazar, A Reorganiza<jio Finavccira. Dois 
Anos no Ministerio das FitJanc,:as, 1928-1930, Coimbra: Coimbra Editora, 1930a; 
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the eiIeclS of the Great Depression were scarce, visible, 

and if Portugal was to escape almost unharmed from an 

intenlational crisis of unprecedented seriousness, then this was due to 

the reforms introduced previously, which had made it possible to soften 

and neutralize its effects: 

Despite the that have been achieved, it is clear that 

the world crisis has prevented us from reaping the benefits with 

which, under any other circumstances, we would be 

rewarded. Above without the crisis, the curve of economic 

imnrnv,>mr-nt would have displayed its progress much more 
the VilO del crisis had 

recOTt<;truction)40 

In the reports that. he himself wrote about the public accounts, in the 

interviews that he gave to the daily press, in the speeches that he made at 

ceremonies, and in the regular reviews that he ordered to be 
carried out, Salazar was an active and tireless figurehead, 

on the merits of restricting current expenditure and the 

implementation of a programme for the development of public works and 

idem, Dez Anos na Pasta das Financ,:as, Lisbon: Edi~5es SPN, [938; idem, A obra de 

Salazar na Pasta das Finam;as (27 de Abril de 1928 a 28 de Agosro de 1940), Lisbon: 

Edi,oes SPN, 19~1O; Albano de Sousa, 'Crise industrial. Seus [actores solu~5es', 1° 

Congresso da Judi/stria Porlugucsil. Yeses e COlllunicap5es, Lisbon: Empres3 do 

Anuario Comercial, 1933; Marcello Caetano, A Obra Fimlllceira de Salazar, Lisbon: 

Edi,oes SPN, 193+; Artur de Oliveira, Final!(;as de Ontcm e de Hoje, 

Lisbon: Edi~5es SPN, 1934; idem, 'Finan,as Verdadeiramente Nacionais' 1° 

Congresso da Uniiio Nacional, Lisbon: Sociedade Nacional de Tipografia, [935; Paul 

Lavagne, 1.a renaissance Jlnanciere et ecollomique du Portugal, Lisbon: Edi,5es SPN. 

1936; and Fernando Emidio da Silva, Fillan(,:as Portugllcsas, 1928-.1938, Coimbra: 

Coimbra Editora, 1938. For an objective of the b)' Salazar 

in the state's general accounts, with highly detailed information about the evolution 

of income, expenditure and public debt, as well as about the main economic and 

financial reforms cf. Jose Dias de Araujo Correia, Econ6mico 

e Financeiro, voLs I-II, Lisbon: Imprensa Nacional, 1938a. 

40 Fernando Emfdio da Silva, As Financ,:as Portugues<1s de Depois da Guerra. 

Crise e Resolw;:iio, Lisbon: 1mprensa da Universidade, 1934, pp. 68-69. 
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services that was to make a decisive contribution towards softening the 

blows from the economic decline mol ivaled by the internatiork'11 situation, 

The appeal for calm and the injection of confidence were concerns 

that Salazar expressed in his programmatic texts and his government 

propaganda, alternating his delight with the [act that the need for 

hudgetary equilibrium was understood and accepted by both economic 

and political agents with his fear that 'industrialists and businessmen 

may forget the population's low capacity for consumption, 

and further reduce sales through the mistake of wanting 10 exaggerate 

the Y He did not limit himself simply to observing events and did 

not hesitate to prescribe the behaviours Ihat he considered most suitable 
for confronting the crisis, 

the failures of inlernational coordinalion were one of the 

most serious demonstrating that one could not afford to feel 

about overcoming the crisis, In his opinion, the theoretical work 

necessary for understanding the factors thaI had determined the crisis and 

its possible solutions were far too exposed to political agendas and to 

government environments in which decisions were dictated above all by 

nationaI interests, Because of thiS, should therefore not Iimit itself 

to waiting, but should follow its OV,'Il particular pat h, specifical 

[,,, 1opening up nC\v fields of activity, 

in those that we are exploiting, 

wealth than the one that we MnTf~rlthT 

performed a greater 
return from collective activity, 

bOlh understanding and monitoring the crisis required 

and implementing intended to soften and combat the difficulties 

arising from I hem, which were being experienced by each country in a 

41 Antonio de Oliveira Salazar, Comas Publicas de 1930-1931, Lisbon: lmprensa 
Nadonal, J931, p, 25. 


42 Anlonio de Oliveira Salazar, COnlas Pliblicas de 1931-1932, Lisbon: hnpreU'ia 

Nacional, 1932, p, 27, 
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way, In addition, the policies that were publicly announced and 

resulted from the pressures of interest groups that ldt 

weakened by the effects of the crisis, 

As far as the representation and defence of the interests of the 

industrial sector were concerned, there was; a clear preoccupation 

the delegates and rapporteurs at Ihe first Congress of 

held in 1933, with 

instruments, aiming to boost eX\X)fts and imports, 

increasing the national productive capacities in more competitive sectors 

(v,ine, cork, canned food) and negotiating new bilateral agreements 

flexibility into the customs 

designed to 

of the e.\:port sector 
and the measures and instruments for development and 

foreign trade were areas that were afforded particular attentionH 

Despite the moderately protectionist tone of the conference, it was 

recognized that protectionism was not an end in itself and that trading 

relations based on reciprocity and mutual advantages brought with them 

OU:ll~,lllL'H to accept competition as a guiding principle and to regard 

JfOtection as a temporary instrument. 

The clearest defender of a programme of industrial development was 

Albano de Sousa, who, in a series of articles published in the daily press 

at the end of 1929 and the beginning of 1930, or, in other at the 

of I he outbreak of the international crisis, argued in favour of state 

support for the concentration and cartelization of industry and called for 

the introduction of a of incentives and a preference for the 

of Portuguese products,45 In the paper that he delivered at 

the above-mentioned first Congress ofPOltuguese Industry, he presented 

43 t'uberto da Veiga Simoes, 'Para uma nova politica comcrcial portuguesa', l' 
da Industria POJ1uguesa, leses e COInunica,oes, Lisbon: Empresa do 

Anuiicio Comercial, 1933. 
44 Joaquim Roque Fonseca, Expansiio fi:onomica de POr/ugal, Lisbon: 
Associa,:iio Comercial de Lisboa, 1933, 
45 Albano de Sousa, Aspectos da Vida 1ndl1strial Portflguesa, Artigos tt"cllicos 
publicados no 'Diario de Notidas', Lisbon: AlP, J930, p, 72. 



384 JosHuis CARDOSO THE GREAT DEPRESSION IN PORTUGAL 385 

an ambitious programme for the of natural resources, based 

on the that 'the reorganization of industry is the basis for the 

country's economic resurgence'.46 In his opinion, there were powerful 

reasons dictating the absolute need for measures of economic 

nationalism and protectionism (support for production, dissemination 

of innovative industrial production and stimuli for the consumption of 
national as a response to the slowdown that had taken in 

1931 Y Yetthe fi!!ures recorded in 1932 rapidlv warded off the spectre of 

the levels recorded 

With no visible decline having been noted in 1930 in the progress of 
industrial labour, we can say that the acuteness of the manufacturing 

crisis that beset us in 1931 has alreadv been lessened, nhc~~n"~ 

industrial as a whole, certain sectors are still in the 
throes depression.48 

A different view was put fOlward by the defenders of celtain commercial 

interests, who advocated caution in adopting protectionist measures and 

raising taxes and c'UStoms tariffs. They considered that, if there was an 

excess of products on the market, it was to be hoped that the productive 

sectors would adapt to the markets' sales capacity, without resorting to 

tariff protectionism, which would only lead to an artificial increase in the 

price of products.49 

46 Albano de Sousa, 'Cri'ie...', op. cit., p. 16. 
47 It should be noted tlmt, according to the data published in such pioneering 
fashion by Albano de Sousa hiruseif, from 1930 to 1931 there were falls of 28.7% in 
the consllmption of iron, 10.4% in the consumption of imported coal and 17.7% in 
the imports of cotton for the textile industry. Mining production (pyrites) fell hy 
roughly 28%. The overall value of exports fell by roughly 14°/t) in that same year. It 
should also be added that the market prices of the main colonial products (coffee, 
rubber, cOllon)fell by 50% between 1929 and 1931 (Ibid., pp. 10-12). 
48. Ibid., p. 12. 

49 Cf. Alberto da Veiga Simoes, A Crise 

Polftica Comerciai Portwmesa. Lisbon: Sociedade TinnO"dfir~ 


Inspection, excessive regulation and restrictions on free trade \vere 

seen as disturbing evidence of a economic nationalism, 

since thev nrolon!!ed [he crisis instead 

The serious mistake of governments has been to make efforts to 

restrict imports, through measures that economic logiC itself 

condemns, at the same time favouring only those producers who 

work for the home market, and safeguarding the interests of a 

restricted class in detriment to the collective whole5o 

Caught between different pressures, the government in his 

capacity as Minister of Finance, a strategy that Tended to 

increase state intervention and the institutional and political 

framework of economic activity. One of the areas afforded 

attention was the promotion of public development and improvement 

works road construction) ,vith the aim of allm",i.ng [or the 

ofthe available labour force and contribnt ing to a reduction in 

industrial and agricultural unemployment. 

Yet the principal merit of Salazar's actions was his strategic determi

nation, served by his undeniable technical competence in conducting 

As far as fiscal 

his maintaining 

of the escudo in relation to the pound, by accompanying the 

British currency in joining the gold standard system in July 1931 and 

subsequently abandoning it three months later. The close links between 

the escudo and the pound sterling on t he exchange market, with 

the escudo accompanying the pound's sllccessive devaluations, were an 

inevitable consequence of the fact that the reserves of the Bank of 

Portugal were comnosed of securities in as well as that 

50 E.A. Lima Basta, Polrtica Comerciai Portuguesa, Lisbon: Associa~ao Comercial 
de Lisboa, 1934, pp. 72-73. 

_m'HIlH i 

http:allm",i.ng
http:products.49
http:depression.48
http:resurgence'.46


387 386 JOSE LUis CARDOSO 

Britain represented 25% of Portuguese foreign trade and that the prices 

of Portuguese exports were quoted in pounds sterling. The stability of 

this relationship between the escudo and the pound was considered to be 

an appropriate policy at that time,51 and was later confirmed as a wise 

measure for lessening the effects of the international economic 

conjuncture: 

The facts have shown that the abandonment of the gold standard was 

a sensible move: in this way, Portugal succeeded in defending its 

export trade, both with England and the sterling area, by 

accompanying the pound, and with the other countries, by devaluing 

the escudo; and, at the same time, imports did not become more 

expensive because of this, for the increased value of other foreign 

currencies was neutralized by the fall in international prices during 

the crisis of 1929-3352 

5. Conclnsion 

The diagnosis made at the time of the Great Depression highlights the 

capacity for understanding a phenomenon that, because of its dimension 

and impact, called for careful reflection and an eloquent use of 

vocabulary: shock, disturbance, cataclysm, cyclone, painful situation, 

these were all expressions that were frequently used to describe a 

situation whose consequences could not always be captured in a partic

ularly rigorous manner. It was, however, understood that the situation 

was sufficiently serious to require a strengthening of the capacity for 

sacrifice and the adoption of exceptional measures. 

The reports appearing on a daily basis in the Portuguese press 

(especially from the mid-1930s onwards) about situations of 

unemployment, the lack of sales outlets for agricultural and industrial 

51 Marcello Caetano, A Moeda POI1uguesa e a Crise Britiinica, Lisbon: n.p., 1932. 
52 Jose ]oaquim Teixeira Ribeiro, Introdw;:ao ao Estudo da Maeda, Coimbra: 
Atlantida, 1949, p. 187. 
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products, the calls made by associative bodies and local authorities for 

the central government to take precautions and to adopt energetic 

measures, all point towards a state of hardship and penury. They reflect 

an everyday life of suffering that cannot be ignored when one looks at the 

overall behaviour of the Portuguese economy during these difficult years. 

This means that the effects of the Great Depression in Portugal- though 

soft they were when compared with what was happening in other 

countries - left profound marks on a highly vulnerable economic and 

social fabric whose capacity for creating and distributing wealth was far 

below that of the capitalist economies that suffered most, but which 

enjoyed better conditions for recovery. 

Vv'hatever view one wishes to take of the effective dimension of the 

crisis, there is no doubt that it served as a pretext for justifying and 

legitimizing the supposed political and moral superiority of those who 

knew how to manage scarce resources, create waves of confidence and 

make the most of dormant capacities. Above all, it served as a pretext for 

claiming that the only way to escape from this disorder and avoid chaos 

was to strengthen the authority and authoritarianism of the state: 

In order to emerge from the spontaneous or systematized economic 

disorder that reduces nations to penury when it does not immerse 

them in anarchy and bankruptcy, no one would recommend extrava

gances or administrative absurdities. [ ... J The national authoritarian 

state offers the greatest possibl e organization and financial 

equilibrium, without detriment to, but instead with advantages for, 

the nation's economy. Its strong and stable government does not 

recognize the supremacy of anyone social group, party or class, so 

that its financial activity is guided by the most fair and scrupulous 

justice.53 

This extremely powerful appeal for a strong state did not fall on stony 

ground. Antonio de Oliveira Salazar, the Minister of Finance who 

53 Artur Aguedo de Oliveira, 'Financ;:as .. ', op. cit., pp. 14-15. 
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ll1<U"'/SCU the crisis in order to triumph from it, was able to claim I he 

honours for an effective management and rise to the leadership of a 

despotic government. 

tide of applause for Salazar's of 

against the optimistic view about the 

capacity for managing the crisis that had been revealed by r he Minister of 

Finance, there rose up some rare voices of disagreement, highlightir 

the seriousness of the various falls in productive activity, the increased 

rates of unemplovment, the situations of liquidation, insolvency and 

countless companies operating in all sectors of 
activity: 

A wave of despair, a sure of a flood of revolt, invades the world. It 

was the force of the state that generated it; it is the insufficien(:Y of the 

men of state that feeds it . Concentrating power in the hands of 

the state in the Russian or Italian style represents a return to 

barbarism; it means falling into moral poverty and material ruin. 54 

from rejecting authoritarian solutions, this same author approved 

a form of state intervention that was not compatible with praising the 

vinues of a balanced budget: 

Faced with imminent collapse, to proclaim that it is necessary to 

at all costs is like playing with fire. It 

does not satisfy the nation's legitimate anxiety, nor does it even make 

the concerns of civil and military officialdom any less [".] 

So, let the men of state speak, but do not let them repeat the tired aria 

of the crisis that is coming to an end, when all the symptoms show us 
that it is tend in!! to get worse.55 

54 Joao Perpetuo da Cruz, crises de AbulJdancia, Lisbon: Aillaud e Bertrand, 

1931, pp, 28-29, 

55 Ibid,. D, 34, 
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In keeping with this message, another voice thai was still able to make 

itself heard at that time, expressing its disagreement with Salazar, was 

that of Francisco Cunha Leal, who, allhough he did not accept the 

of minimum intervention on the part of a liberal state, 

nonetheless considered it essential to reserve for the state a higher 
56mission of 'stimulating progress and guaranteeing social 

He therefore considered that the seriousness of the crisis by 

the climate of suspicion and mistrust that caused great instability in 

market performance and which could only be avoided through the 

regulatory intervention of the state, without knowing it, he 

therefore revealed a curious affinity \,,,.ith the theses that would be put 

forward slightly later on byJ,M, Keynes: 

It is therefore important that the state should become fit to guide and 

discipline the fertile but sometimes chaotic activity of capitalism and 

to establish a growing socialization of investments and means of 

Only a new concept of the state and a new social 

orientation, together with a methodical inspection of 

procedures, will be able to free the community from the clutches of a 

crisis that threatens to subvert civilization.57 

These last voices were minority voices and barely audible at the time, 

raised in opposition to the strategy followed by the all-powerful Minister 

of Finance. Salazar continued the path that he had marked out in 

1928 and was praised for the success of the policy that he had followed, 

The Great Depression gave Salazar the opportunity to create his own 

momentum, and he was able to use this as a pretext and instrument for 

his own Dolit ical triumph. 

56 Francisco Pinto da Cunha Leal, ,4 Temica e as Transformal;iJes Socia is 

Contempol'iineas, Lisbon: iauthor's edition], 1933, p, 103; and idem, 'Aspectos 

objectivos da crise econ6mica', Vida Contemp01iinea, 1/8 (December 1934), pp, 

638-654; 1119 Oanuary 193'»), pp, 5-23, 

57 r,ancisco Pinto da Clillha Lcal,A Tt'cnica.,., op, cit., p, 105. 


http:civilization.57
http:worse.55


390 JOSE LUfs C"ROOSO 

References 

Derek H. (I Studies in the (nterwar European Economy, 
Aldershol: Ashgate. 

Allalion, Albert (1913), Les crises pcriodiques de c"'~r"rI, Paris: 
Librairie Marcel Riviere. 

Aftalion, Albert (1927), Man naie, prix et Paris: Librairie du Recueil 

Bastien, Carlos (2001), ]oao Pinto da Costa Leite (Lumbrales)' injose Lufs 

Cardoso (ed.), Diciondrio Historico de Economistas Portugueses, 
Lisb(m: Temas e Debates, pp. 181-183. 

Basto, EA Lima (1934). Pol[lica Comercial Portuguesa, Lisbon: Associa<;:iiio 
Comercial de Lisboa. 

Boianovsky, Mauro (2000), 'In Search of a Canonical History of Macroeco

nomics in the Interwar Period: Haberler's Prosperity and Depression 
Revisited', in Michalis Psalidopoulos (ed.), The Canon in the Historv of 
i'collomics. Critical Essays, London: Routledge, pp. 156-179. 

Mauro and Hans-Michael Trautwein 

of Nations and the Quest for Consensus in Business Cycle 

in the 1930's'. History of Political EconOl11)', 38/1, pp. 45-89. 

Caetano, Marcello (1931), A Depreciar,;ao da Moeda depois da Guerra, 
Coimbra: Coimbra Fditora. 

C..aetano, Marcello (1932), A Maeda Portuguesa e a Crise Britanica, Lisbon: 
n.p. 

Caetano, Marcello (1934), A Ohm Financeira de Lisbon: 
SPN. 

Carqueja, Bento (1926), Ecol1oma Po/[tica, voL II, Porto: Oficina do 
Comerdo do Porto. 

(1932), A Cz-ise nos seusAspectos Econ6mico e 

Nacional. 

·innn"r.,fi a da Empresa do Anuario Comercial. 

(193&), Port.llgal Economico e Financeiro, vols 

Correia, Jose Dias de Araujo (I938b), Realidades e Aspira{:oes de Portugal 
Contemporiineo, Rio de Janeiro: Federa<;ao das A.ssociao;;oes Portuguesas 
no Brasil 

Cruz, joa~ Perpetuo da (1931), Crises de Ahundancia, Lisbon: Ailiaud e 
Bertrand. 

Dangel, Cecile and Alain Raybaut (1997), 'Albert Aftalion's Macrodynam 

Theory of Endogenous Business Cycles', Journal of the History of 
Economic Thow!.ht. 19/1, pp. 71-92. 

391THE GREAT DEPRESION IN PORTUGAL 

Ferreira, Rui Viseu (1990), 'Consequencias da crise de 1929 no pensamento 

economico em Portugal. Costa Leite e a teoria das crises', in Antonio 

Almodovar (ed.), Eswdos sobe () Pensamento Econamico em Portugal, 

Porto: Faculdade de Economia, pr· 207-226. 
FOlLSeca,joaquim Roque (1933), Eypans{io Econamica de Portu£al. Lisbon: 

Associa.;lio Comercial de Lisboa. 
Haberler, Gottfried (1937), Prosperity and A Theoretical 

AnalysiS ofCyclical Movements, Geneva: League of Nations. 

Ralph G. (1928), TracIe and Cre.dit, London: 
Clement (1862), Des crises commerciales et leur retour np";ndirmp 

en France, enAngleterre, et aux f"lats-Unis, Paris: Guillaumin. 

Keynes. john Maynard (1923), A Tract on Moneta!)' Reform, London: 

Macmillan &: Co., for the Royal Economic 
Keynes,John Maynard (1930), A Treatise 011 Money, London: Macmillan. 
King, A.H.W (1934), Economic Conditions in Portugal, London: His 

Majesty's Stationery Office. 
Lains, Pedro (2003), 'A economia portuguesa entre as duas guerras 

mundiais', in idem, Os do Atraso. Uma Nova Histaria cIe 
Portu,!;jal, 18-12-1992, Lisbon: lmprensa de Cicncias Sociais, pp. 147 -167. 

Lavagne, Paul (1936), l.a renaissance llnanciere et ecollOmique du Portugal, 

Lisbon: Edi~6es SPN. 
Leal, Francisco Pinto da Cunha (1933), A Tecnica ellS Transformar,;oes 

SocialS Contemporaneas, lisbon: [author'S edition]. 
Leal, Frand,<;co Pinto da Cunha (1934-35) 'Aspectos obJ!:~ctivos da crise 

econ6mica', Vida Contemporanea, V8 (DecembeT 193'1-), pp. 638-654; 

lJJ9 Oanuary 1935), pp. 5-23. 
Leite. joa~ Pinto da Costa (1933), Ensaio sobre a Teoria das Crises 

Economicas, Coimbra: Coimbra EdilOra. 
Lescure,Jean (1906), Des et periodiques de CI1rf>mrl"rti,-,n 

Paris: Larose et "lenin. 
Loureiro, F Maia de (1936), Da Crise Actual. Economia Dirigida, Lisbon: 

hnprensa Portugal-Brasil. 
Alfredo (1988), Po]{tica Economica e Desenvolvimento em 

1926-1959. As duas do Btado Novo no Periodo de 

IsolamenlO Nacional, Lisbon: Livros Horizonte. 
Mata, Maria Eugenia (2002), 'As crises financeiras no Portugal Contem

poraneo. Uma perspecliva de con junto' in Sergio C...ampos Matos 

Crises em Portugal nos Seculos XIX e XX, Lisbon: CHUL, pp. 33-55. 

Mala, Maria Eugenia and Nuno Valerio (1994), Hiscoria Iiconomica de 
Portllgal. Uma Perspecliva Global, Lisbon: Presem;:a. 

http:Thow!.ht


392 393 JOSt. LLis CARDOSO 

Miranda, Sacuntala (987), 'Crise economica, e autarcia na 
decada de 30', in M.W., 0 Estado Novo. Das Origens ao Fim da 
Al1larcia, 1926-1959, vol. I, Lisbon: Fragmentos, pp. 249-258. 

Monteiro, Amaro Sacramento (1933), 'Crise industrial. Seus factores e 
solu<;:6es', r da Industria Portugllesa. Teses e Comunica,i5es, 
Lisbon: do Anuario ComerciaL 

Nunes, Ana Bela and jose Maria Brandao de Brito (1990), 'Politica 
economica, industrializa.;:ao e crescimento', in Fernando Rosas 
Nova Historia de vol. XII: .Portugal e 0 Estado Novo, 1930
1960, Lisbon: Editorial Presen.;:a, pp. 306-351. 

Oliveira, Artur de (1934), Finanr;as de Ontem e de Hoje, Lisbon: 
Edi.;:6es SPN. 

Oliveira, Artur Aguedo de (1935), 'Finan.;:as Verdadeiramente Nacionais', 
1" da Uniao Lisbon: Sociedade Nacional de 

l1lC Economics of the Great Depression. A 
wenly-1Irst Look Back at the Economics of the Interwar Era, 

Cheltenham: Edward 
Reis, jaime 'Portuguese Banking in the Inter-war Period', in 

Charles Feinstein (ed.), Currency and Finance in Europe 
between the Wars, Oxford: Clarendon Press, pp. 472-SOL 

jose joaquim leixeira (1949), lntrodu"ao ao Eswdo da Moecla, 
Coimbra: Athintida. 

Rosas, Fernando 0 /.:stado Novo nos Anos Trillta. Elementos para 0 

Estudo da Natureza Economica e Social do SalazarisfI1o, 1928-1938, 
Lisbon: Editorial Estampa. 

Salazar, Antonio de Oliveira (1930a), A Reorganizar;ao Financeira. Dois Anos 
no Ministerio das Finan(,llS, 1928-1930, Coimhra: Coimbra Editora. 

Salazar, Ant6nio de Oliveira (I930b ), Lontas PUblicas de 1929-1930, Lisbon: 
Imprensa NacionaL 

Salazar, Antonio de Oliveira (1931), Contas PUblicas de 1930-1931, Lisbon: 
Imprensa Nacional. 

Salazar, Antonio de Oliveira Contas l'Ublicas de 1931-1932, Lisbon: 
111ll\)1 '1::":'" Nacional. 

Salazar, Antonio de Oliveira Dez Anos na Pasta das Finan(:as, 
Lisbon: Edi<;oesSI'N. 

Ant6nio de Oliveira (1940), A obra de Salazar na Pasta dasFinanr;as 
(27 deAhril de 1928a28 de Agosco de Lisbon: Edi.;:oesSPN. 

A. (1934 [1911]), The Theory of Economic 
Development, London and New York: Oxford University Press. 

THE GREAT DEPRFSSIOClIN PORTUGAL 

Silva, Fernando Emfdio da As Finanr;as de Depois da 
Guen-a. Crise e Resolur;ao, Lisbon: Imprensa da Universidade. 

Silva, Fernando Emfdio da (1938), Finanpls Portuguesas, 1928-1938, 

Coimbra: Coimbra Edi.tora. 
joel Frederico (1982), 'Alguns aspectos da polftic-l economica do 

fascismo, 1926-1933. Da crise de sobreprodu.;:ao ao condicionamento 
industrial' in M.W., 0 Fascismo em Portugal, Actas do Coloquio da 
Faculdade de Letras, Mar.;:o 1980, Lisbon: A Regra do jogo, pp. 341-399. 

Simoes, Alberto da A Crise Europeia e os Problemas Actuai:; 
cia Polftica Comercia] Portuguesa, Lisbon: Sociedade Tipografica 

Editorial. 
Simoes, Alberto da Veiga (1933), 'Para uma nova polftica comercial 

porruguesa', 1" Congresso da Indlislria Portuguesa. Teses e COIIJuni

ca~'6es, Lisbon: Empresa do Anuario Comercial. 
Simoes, Raul Humberto de Lima (193 I), A Crise Bancdria Portuguesa e a 

De[esa do CrediCO, Lisbon: ()ficina Grafica do Instituto Superior de 
Ciencias Economicas e Financeiras. 

Sousa, Albano de (1930), Aspectos da Vida Industria] Portuguesa. 
tecnicos publicados no 'Didrio de Noticias', Lisbon: AlP. 

Sousa, Albano de (1933), 'Crise industrial. Seus factores e , 1" 
da lndllstria Teses e Comunicar;oes, Lisbon: 

do Anuario ComerciaL 
ugan-Baranowsky, M. Les crises industrielles en Angleterre, Paris: 

M. Giard &; E Briere. 
Valerio, Nuno (1994), As Finanr;as Publicas Portuguesas entre as dIms 

Guerras Mundiais, Lisbon: Cosmos [mimeo version, 1982]. 
Valerio, Nuno (1999), 'Crise economica de 1929', in Antonio Barreto and 

Maria Filomena Monica (eds), Dicionario de Hisloria de Portwlal. voL 
Vll, Porto: Livraria Figueirinhas, pp. 472-473. 


