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INTRODUCCIÓN
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The Portuguese Economy and its Future Prospects
5 years of economic downturn followed by 6 years of economic recovery
Only in 2018 did the national GDP finally surpass the levels attained in 2008, in real terms.
However the economy is today structurally different, with new strengths although also with
new weaknesses.

Following five years of economic downturn between 2009 and 2013, the latter of which within the framework of a severe adjustment
programme, and another six years of recovery, from 2014 onwards, what balance can we make of the Portuguese economy and what
are the prospects for the immediate future ?
From a quantitive perspective, we can affirm that the past decade has been a lost opportunity. It was only 2018 that the national GDP
finally surpassed that attained in 2008, in real terms. This means that we need five years to recover what we lost in the previous five
years.
However the economy is now structurally different, with new strengths, although there are also new fragilities.
If on one hand it is certain that the crisis was far more serious and impacting than what was initially foreseen, the recovery was also
for speedier and more dynamic than initially forecasted, specially as regards two fundamental areas: exports, which increased
exponentially as regards their impact on the economy, and the surprising capacity of re-absorption of unemployment that the
companies demonstrated. This performance was undoubtedly, due to the value of Portuguese companies as well as their resilience.
It was also that resilience which allowed sectors which many had condemned to failure, to reinvent themselves and to prosper.
The extrovert way in which the economy behaved over these last few years, also demonstrates how Portuguese companies were able
to look to opportunities in global markets and make them their economic recovery base.
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New Strengths
The weight of the export sectors of goods and services (where the manufacturing industry and
tourism dominate) is today substantially larger, in a more internationalised economy.
The weight of the export sectors of goods and services (where the manufacturing industry and
tourism stand out) is today substantially greater, in a more internationalised economy.

1. In the first place, Portugal was able to overcome the structural imbalance of external accounts which so greatly conditioned its
development. In 2012, the external accounts (current and capital balance) entered positive figures, and continued to generate budget
surpluses in the recovery phase of the economy.
2. In the second place, the weight of exports on the economy has been gradually increasing: ten years ago the figure stood around
27% of GDP, today it exceeds 44%. Of course for a country of the size of Portugal, this ratio should be greater, but the evolution is
significant.
3. Thirdly, the export base has expanded, with a significant growth in the number of companies with an export profile: in 2010 the
number stood below 17000 while today, according to the latest available data this figure stands at around 25 000.
4. In fourth place, the gains in export quotas which Portuguese companies have conquered in external markets, vastly exceeding
those observed in other countries of the euro area. This means that the growth of exports was not the mere result of a relatively
favourable external evolution, but above all of the competitiveness of Portuguese companies in global markets.
5. And finally, it is also very positive that the performance of exports was capable of resisting the trend in the rise of exchange rates
which was witnessed throughout 201 and in general, to the degradation in competitiveness-cost indicators.
6. It is a sign of the importance of the dynamic factors of competitiveness in the vitality of the export sector. Fortunately from
February 2018 onwards, the Euro followed a depreciation trend which of course is favourable to us.
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New Strengths

• Portugal was able to overcome the structural of its external accounts which 
so greatly conditioned its development.

• The weight of exports on the economy has gradually increased: 10 years ago 
it stood at around 27% of GDP, currently it exceeds 44%.

• The export base has expanded, with a significant growth in the number of 
exporting companies: from less than 17 000 in 2010 to almost 25 000.

• The gains in market share have greatly exceeded those observed in other 
Euro area countries. 

• The vitality of the export sector is founded on dynamic competitiveness 
factors.
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New Strengths

Great vitality of the labour market:
Since the first quarter of 2013 the unemployment rates have decreased from a historical high of 17,5%
to the current figure of 6,1% and near 600 thousand jobs have been created, in net terms.

Another domain in which recovery exceeded expectations was the vitality demonstrated by the labour market. From the first
quarter of 2013, the rates of unemployment decreased from a historic peak of 17,5% to the current figure of 6,1% and almost 600
thousand jobs were created in net terms. The capacity of re-absorption of unemployment which companies have demonstrated is
in fact surprising, specially as regards long term unemployment which has dropped to 3,2%, when in 2013 the figure stood at
around 10%.



8

Informe de Economía Portuguesa 2020

New Strengths
Balance of public finances.
In 2019 the budget deficit stood at 0,1% of GDP and the State Budget for 2020
foresees a surplus and a balanced budgetary position in structural terms.
Additional credibility in the financial markets.
Reduction in expenditure with interest interests on public debt.

In addition to progress in the correction of the external balance, Portugal has also been able to balance is public finances. The budget 
deficit in 2019 closed at around 0,1% of GDP and the Draft State Budget for 2020 foresees a surplus and a balanced 
structural accounts. Having exited the Excessive Deficit Procedures in 2017 and with a re-established rating of the Republic at the 
investment level, we now boast a greater credibility level in the international financial markets. This greater credibility has reflected 
itself in public debt interest rates which now stand at historically low levels, already below those applied to Italy and even Spain. 
The ratio of public debt on GDP has dropped from 131,2% in 2015 to 118,9% in 2019, and a forecasted additional reduction to116,2%

in 2020.
This evolution has allowed for a decrease in expenditure on interest of public debt, thus reinforcing the prospects of sustainable public 

finances.
The issue of financing the economy, which has strongly conditioned the evolution of corporate investment, is slowly showing signs of 
improvement.
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New Strengths

Signs of some improvement in the financial health of Portuguese companies.

Since 2014, there have been signs of improvement in the financial health of Portuguese companies: increase in financial
independence, reduction of debt and of the cost of debt, greater profitability, a little less concerning risk indicators.
At the same time, the ration of bank credit default continues to diminish: from a maximum of 17% in 2015 and 2016, and dropping

to 7,7%, according to the latest published figures.
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New Weaknesses
Despite the recovery, the share of investment in GDP is still at exceptionally low levels.  
Low capital stock per worker.
Besides the new strengths of the Portuguese economy, as reflected in its greater internationalisation and in the correction of its macro
economic imbalances, we also have weaknesses which we cannot ignore.
Despite the strong recovery of 2017, and to a lesser extent, over the last two years, we are still far from being able to compensate for
the weak performance of investment since the beginning of this century, worsened by the severe accumulated decline of
30% undergone between 2009 and 2013.
We are still below the levels registered at the end of the last century.
When we compare the remaining countries of the European Union, the weight of investment on GDP is at exceptionally low levels:
17,1% against a 20,6% average in the European Union. The only European countries which, in 2018, presented lower figures than
Portugal were Greece and the United Kingdom.
The low level of investment allows for little more than compensation of the depreciation of capital.
It this status continues, it will be difficult to achieve productivity gains, in that the level of capital per worker will stabilise at much
lower levels than the European standards.
In 2018, a mere seven of the twenty-eight countries of the European Union registered a stock of capital per employee lower than
Portugal. Any of those seven countries (the Baltics, Slovakia, Bulgaria, Slovenia and Malta) demonstrated lower productivity levels or
very close to those observed in Portugal.
In fact, alongside the deficit in qualification of human resources, the low volume of capital per worker is one of the major factors
explaining the weak level of productivity registered in Portugal.
We cannot thus, be content with the current evolution of investment, in the hopes that, without additional measures, it will continue
to grow at the same rhythm as it has over the last quarters as if by mere inertia.
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New Weaknesses
A more indebted economy.
Difficulties in access to finance continue to be a serious constraint to a stronger relaunch of
investment.
Despite increased capitalisation and greater liquidity, the banking system continues to fail
in channelling financial resources to the productive sector.

We also have an economy with greater debt. Despite the progress observed since 2013 and more recently, in the case of public 
debt, debt both public and private, is still at very high levels, and continues to exert great constraints on the future evolution of 
the Portuguese economy.

Public debt, and what it implies in terms of cost and the risks it implies and because it limits the level of freedom of budgeting 
policy.

And corporate debt because it strongly conditions access to financing.

Difficulties in access to financing continue to represent a serious constraint to a strong relaunch of investment and to the 
desirable structural change of the Portuguese economy. 

Despite greater capitalisation and available liquidity, the banking system continues to fail in channelling financial resources to 
the productive sector.

This situation is particularly worrying as one of the structural weaknesses of our business community is the excessive 
dependence on bank credit, especially short term credit.
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New Weaknesses

The effort of budget consolidation has fallen excessively on taxation. Tax burden has risen 
to record levels.

Certainly public accounts are, finally, balanced. However, given the rare in-depth changes at State and Public Administration 
level, the effort of budget consolidation fell excessively on recourse to taxation, raising it to levels which are far too high and 
which weigh on the competitiveness levels of companies and render the country less appealing. Today in Portugal our taxation 
levels are at a historic high – 34,9%.

It is against this backdrop of these new strengths and weaknesses that we look at the prospects of the evolution of the 
Portuguese economy over the next few years, within a far more demanding context than that which allowed for the recovery 
observed over the last few years. 
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A more demanding internal context
The rapid recovery of the Portuguese economy had cyclical characteristics, which today are
disappearing as the possibility to grow based on job increases is exhausted.
It is important to sustain growth on a more solid and lasting basis, consistent with a
competitive economic model, based on productivity.
From the internal perspective, the rapid recovery of the Portuguese economy had markedly cyclical characteristics, which today are 
currently disappearing as the available capacity of companies and the possibility to grow based on job increases is exhausted.
The strong recovery of employment was obviously very favourable, both from the economic point of view as well as from the social.
However, it must be viewed as a merely contextual phenomenon.
If the most recent projections of the Bank of Portugal are fulfilled, the economic activity will continue to slow down and we will 
arrive in 2021 and 2022 with a GDP growth of 1,6%, a disappointing result in view of the aspirations which we hold today.
The main underlying factor of slowdown in GDP will be the reduction of the positive contribution of the labour factor, considering 
the absorption of unemployment which has already been achieved and the very moderate growth prospects of the active 
population, within a context of a decrease and aging of the total population. Employment will continue to grow, although at a
progressively lower rate in comparison to previous years, gradually slowing down to 0,4% in 2021 and 0,1% in 2022.
This means that, if we want to escape the determinism of these forecasts and grow at rates which are more aligned with our 
legitimate aspirations of economic well-being, it is necessary to sustain growth on more solid and lasting foundations, consistent 
with a competitive economic model, based on productivity increases. 
We will thus have to overcome the major structural issues which, since the beginning of this century, have resulted in the evolution 
of productivity levels in Portugal being lower to those averages registered within the European Union.
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A more demanding external context
• An unordered Brexit now seems set aside, but negotiations on a future agreement

between the United Kingdom and the European Union will not be easy. So we will be
continuing to live with the uncertainty.

• We continue to experience the threat of protectionism and unpredictable political
decisions over which we have no control.

• The European economy has entered a protracted period of subdued growth.

At external level, the disorganized Brexit now seems set aside, but negotiations on a future agreement between the United Kingdom
and the European Union will not be easy. Recent declarations from the British Prime Minister open up the threat of, in the absence of a
rapid agreement, the end of the transition period giving way to a situation similar to that from which we have just escaped. So we will
be continuing to live with the uncertainty.
Recent signs of appeasement in the trade tensions between the United States of America and China are somewhat fragile and we are
not free from the possibility of the North American Administration opening up new trade war fronts and focusing on the European
Union.
We will thus continue under the threat of protectionism and unpredictable policy decisions which are beyond our control.
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Germany may have escaped technical recession, but its economy remains weak and vulnerable. Activity remains more dynamic in most
of the peripheral European economies, but the impact of the most adverse external context in most of these countries is already clear.
In this context, the modest recovery expected for the next year has now given way to the affirmation that the European economy has
entered a prolonged period of reduced growth: according to the latest projections, the GDP of the European union, should increase a
mere 1,4%, both in 2019 and in the following two years.
It is precisely in this adverse internal and external framework that companies will be confronted with the major challenges before
them. Overcoming these challenges is indispensable so that we may achieve the objectives of prosperity and growth to which we
aspire.
• The challenge of innovation and digital and technological transformation, which demands greater investment, qualified

professionals and business leaders who are able to define strategies and lead the resulting changes.
• The challenge of demography, the trends of which will have a profound impact on the economy and the labour market, as well as

the repercussions on the sustainability of our health and social security systems.
• The challenge of the global markets, subject to the wave of protectionism which we a experiencing today, but where companies

are used to operating, against winds and high tides, to explore opportunities of growth.
• The environmental challenge and that of rational use of resources, of which society is increasingly aware and which can only be

overcome with the business sector.
All these challenges are deeply related to productivity of companies, be it by offering opportunities which, if correctly explored will
potentiate their evolution, or as a condition for facing them with success.
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Major challenges 

• The challenge of innovation and digital and technological transformation 
• The challenge of demography
• The challenge of global markets
• The  challenge of the environmental and rational use of resources 

The challenge of digital and technological transformation provides opportunities which, if correctly explored will enhance their 
evolution.
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The Challenge of digital and technological transformation  
Automation can provide a much needed injection of productivity, becoming one of the main
solutions to counteract the current trend towards a slowdown in GDP.
So as to fulfil this potential, we must overcome the obstacles which persist, above all as
regards capacitating companies to invest more and to equip themselves with more qualified
human resources.

The challenges of demography and global markets imply that competitiveness based on productivity increase, be the indispensable
condition for companies to grow and for them to be able to bear wage increases.
Environmental challenges, which demand the rational use of resources, are in themselves not only reconcilable, but will boost
increased productivity.
We can thus conclude that productivity is the most important variable in guaranteeing that Portugal can achieve the stronger, more
solid and more lasting growth targets. the research carried out on “The Future of work in Portugal: the imperative of qualification”,
by C.I.P. and carried out by the Nova School of Business and Economics concludes precisely that automation can provide a necessary
injection of productivity, and is one of the solutions to counteract the current trend of a GDP slowdown.
So that this potential is fulfilled, we need to overcome the obstacles that persist, especially as regards empowering companies to
invest more and to equip themselves with more qualified human resources.
More investment is necessary, which is indispensable for the incorporation of technological innovation in products and processes.
It is also necessary to focus on investment in human capital.
espite the progress achieved over the last decades, Portugal is still the European Union country with the highest percentage of
employed low skilled population.
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This means that the most serious structural handicap which limits the productivity of our companies – the deficit in qualification of human
resources – is far from being overcome and we cannot limit ourselves by waiting for the younger generations.
Consequently, the priority should be placed on training of assets and on the development of skills through lifelong learning. Professional
requalification is also highly required, given that many professions have or will become extinct and others will be profoundly remodelled.
The conclusions of the study on the future of work in Portugal are also elucidating in this regard:
• In the baseline scenario, adoption of automation may lead to a loss of 1.1 million jobs until 2030. The greatest reduction in jobs will be

concentrated in occupations which a repetitive, predictable and physical, data processing and collection.
• For the same scenario, between 600 thousand and 1,1 million new jobs may be created due to, on one hand, direct growth in sectors

connected to the offer and maintenance of automation technologies and, on the other hand to the economic growth which originates
from the productivity that automation will provide.

• Regardless of the number of jobs created or lost in net terms, almost 700 thousand workers will have to alter their occupation or acquire
now skills until 2030.

The promotion of qualification of human resources cannot, thus, be resumed to an increase in the number of years of education of the
population, but also demands an active role, both of the government as well as the private sector, in the process of reconversion of the
labour force and its permanent update as to the needs of business and companies.
It is both education and vocational training that must adapt to the reality of the economy and the companies and not the other way
around.
If we are not able to meet these challenges and benefit from the opportunities that technological progress be hearing about the victims of
automation or the technological unemployed.
If we all accept and understand that technological evolution is unstoppable, if there is convergence of efforts from Government and the
social partners towards the reconversion process that the labour force demands, we will be ready to promote the necessary adaptation,
protecting the interests of both companies and workers.
Digital and technological transformation may, thus be faced without fear and propel towards a significant acceleration in productivity of
companies and in the economic well-being of the Portuguese.
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The challenge of demography
Some 700 thousand workers will have to change their occupation and acquire new skills by
2030.
The promotion of qualification of human resources demands a more active role, both from
Government as well as the private sector, in the reconversion process of the labour force and its
permanent update to the needs of companies.

The reduced dimension of the national market results in the road to growth and the success of industrial companies having to undergo
a greater and improved affirmation in international markets.
A similar conclusion can be applied at a macroeconomic scale: sustainability of growth will be based on a growing contribution of
exports to GDP, bringing them closer to the ratios of the various European economies similar to us in dimension.
The first is that we need to refuse the fatality of protectionism.
Europe must remain firm in the preservation of an international trade system based on common rules and proceed with the celebration
of the Bilateral Free Trade Agreements, so as to ensure the growth of international trade.
The second message is that any attempt to centre economic strategy on the stimulus of internal demand, forgetting exports, will result
in the inevitable consequence of a return to unsustainable imbalance which will curb growth once again. If the economic engine moves
away from exports to internal demand, the result will be an increase of imports with very little reflection on national production.
Consequently, the third message is that the risks and uncertainty of the world context cannot discourage internationalisation.
The nine countries of the European Union which grew at similar or superior rates of 3% in the third quarter of this year, register an
impact of exports on GDP higher than that of Portugal and their dependence on the major markets of central Europe is similar to that
of Portugal.
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This proves that it is possible, even in open economies, to grow in a robust way even in an unfavourable external context.
This conclusion makes the need for a joint effort of public institutions, companies and the associative structures towards a coherent
strategy all the more necessary, in all the various aspects: an increase in offer capacity, differentiation and added value of goods and
services for export, expansion of value chains and market diversification, internationalisation qualification of more companies.
It is necessary to act on such aspects as the availability of information on markets, external promotion initiatives and the prospection of
opportunities as well as support and advice on external markets.
It is also important to stimulate business cooperation among companies, considering the economies of scale, complementarities and
the importance of major companies bringing with them those of a smaller dimension in their internationalisation projects.
In fact, the great fragmentation of the Portuguese business sector represents a handicap when we consider the necessary critical
dimension for a company to be able to have the indispensible resources for internationalisation.
Every aspect of internationalisation policy is necessary, but we also above all need an economic policy which places industrial
competitiveness as a transversal concern in State intervention in the economy. Without a competitive industry at an international level,
it will not be possible for exports to continue to sustain economic growth, as has been the case over the last few years.
If the economic and social context is cause for concern and much uncertainty, the evolution of the external environment of the
industrial companies is also characterised by an enormous increase in the complexity that successive bureaucratic simplifications and
the informatisation of processes and procedures has as yet not been able to overcome.
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The challenge of global markets  
• Rejection of the fatality of protectionism
• Maintaining exports as the engine of economic growth
• The risks and uncertainties of the world context cannot discourage internationalisation

We need an economic policy which places industrial competitiveness as a transversal 
concern in the intervention of the State in the economy.

The new priorities – climate action and the circular economy – represent an enormous technological challenge and reorientation 
of business management, but they are, unfortunately, also we suppose, also an enormous source of new costs, taxes and more 
bureaucracy for the whole European area. We admit that there are costs and that monitoring the market is indispensable, but an 
effort of contention that maintains the competitiveness of European companies is much required.
With the Green Deal, the European Commission has undertaken the objective of reconciling the economy with the planet and 
making it work for people, corresponding to our vision that this journey must be made with companies, with consideration for 
the impact on competitiveness, namely in the face of competition in other markets.
It is to be hoped that the European Union is faithful to the vision which it has transmitted and is able to render this Green Deal a 
truly mobilising idea. If they can, it will be in a position of affirming itself in the world, as an example and as a leader in the 
demanding response to a challenge which is not just European but global.
In Portugal as in Europe in general, we are facing adverse outlooks which are, in great measure, outside our control and impel us 
to seek a more positive answer in our own strengths, one which permits us to find a promising direction for our country. 
Companies will continue to demonstrate their value and their capacity to fight against adversity and row against the tide. 
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The environmental challenge  

New priorities – climate initiatives and the circular economy. 
New costs, new tariffs and more bureaucracy? A greater effort of contention which 
safeguards the competitiveness of European companies.
The journey must be undertaken with the companies, keeping in mind the impact on 
business competitiveness, namely in the face of  competition from other markets.
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Only by focusing on the companies can we open up prospects for a 
more prosperous future for Portugal.
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