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ECONOMIC AND EMPLOYMENT SNAPSHOT

Growth is slowing down while the
labour market remains strong

The Portuguese economy continues to
grow, although at a slower pace (1).
Portugal’s GDP growth slowed down from
6.8% in 2022 to 2.3% in 2023 (Graph 1.1).
This reflects weaker external demand caused
by the economic slowdown in other
European countries and the moderation
following the positive effect of the tourism
sector’s recovery. Taking into account the
recent surge in households’ income and the
stabilisation in interest rates, economic
growth is projected to move towards a more
domestic driven model over the forecast
horizon. In full-year terms, growth is forecast
to moderate to 1.7% in 2024 and to rebound
to 1.9% in 2025. Private consumption and
investment are set to be the main growth
drivers.

There are still substantial regional
disparities. The metropolitan area of Lisbon
is the only region in Portugal with GDP per
capita above the EU average, while in 4 of the
7 regions GDP per capita is less than 75% of
the EU average (see Annex 17).

Unemployment increased but labour
indicators remained strong.
Unemployment rose from 6.2% in 2022 to
6.5% in 2023. However, both labour supply
and employment continued to rise at a rapid
rate, supported by net migration. The
employment rate for the 20-64 age group
reached a historic high of 75.3% in 2023
(compared to the EU average of 75.4%),
following record high rates in the previous 2
years. The size of the labour force increased

(¥ The cut-off date for the data used to prepare the 27
Country Reports was 15 May 2024.

by 2.4% in 2023 on the account of increased
migration inflows as evidenced the labour
force survey.

Graph 1.1: Real GDP growth and selected
labour market indicators
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(1) Estimates for 2024 and 2025 are from the
European Commission’s Spring 2024 forecast.
Source: European Commission

Youth unemployment remains high. Youth
unemployment edged up to 20.3% in 2023
compared to 19.1% a year earlier. The rate
remained above the EU average of 14.5%. In
addition, a significant share of young people
are employed on temporary contracts
(41.9% vs 34.8% in the EU). Against this
backdrop, young people are still facing
persistent obstacles to entering the labour
market and finding permanent jobs.

Portugal’s vulnerabilities related to high
private, government and external debt
continued to decrease. An in-depth review
undertaken earlier this year as part of the
macroeconomic imbalance procedure found
that the foreign trade balance improved
substantially in 2023, contributing to a
reduction of the associated vulnerabilities in

www.parlament.gv.at



Portugal’s competitiveness in brief

Portugal’s competitiveness is still impaired by low productivity levels and heavy
business regulation, despite recent improvements. In the context of the EU’s long-term
competitiveness strategy, Portugal performs well in several areas, including the share of
energy from renewable sources (over 60%), electricity prices and the employment rate
(78.2%). In parallel, the Portuguese recovery and resilience plan (RRP) and cohesion policy
programmes address several challenges in areas such as access to venture capital, R&D
intensity, education and skills, and digitalisation.

However, competitiveness challenges remain:

e skills mismatches and labour shortages in several sectors reduce productivity,
compounded by an ageing workforce and a growing difficulty in retaining staff;

e excessive and complex administrative and regulatory burdens on companies,
including those resulting from the corporate tax system, hamper investment and the
creation of new economic activities, preventing the shift towards a more competitive

business environment;

e R&D intensity in Portugal remains below the EU average. Additional investments in
research, as well as policies to boost the innovation capacity of companies, especially
beyond the timeframe of the RRP, would improve the country’s productivity.

the external sector (2). The public debt-to-
GDP ratio has been decreasing at a rapid
pace, after an increase during the COVID-19
pandemic. Corporate and household debt
ratios have also been declining substantially
in recent years. Risks related to the
corporate debt structure appear relatively
low, in part reflecting a substantial reduction
in non-performing loans. The increase in
interest rates on mortgage loans puts
pressure on households, while house prices
continue to increase, but mortgage arrears
remain low.

Public finances are improving amid
high but falling inflation

Portugal’s public finances improved
markedly in 2023. The budget balance
recorded a surplus of 1.2% of GDP in 2023.
This is explained by growing government
revenue, particularly from direct taxation,
alongside limited expenditure growth,
thanks to the complete phase-out of
temporary COVID-19 emergency measures.
The budget balance is projected to decrease

(?) SWD(2024)105 final.

somewhat but remaining at a slight surplus.
The public debt-to-GDP ratio continued to
decline markedly in 2023, reaching 99.1%,
well-below pre-pandemic levels, and is
expected to maintain this trend (see Annex
19). Nonetheless, fiscal sustainability risks
are expected to remain high in the medium-
term (see Annex 21), with the projected rise
in spending on pensions being a key factor.
Fiscal sustainability could be enhanced by
improving the efficiency and effectiveness of
the tax system (see section 3).

Inflation is receding from high levels.
Inflation fell from 8.1% in 2022 to 5.3% in
2023, reflecting a significant downward
correction in energy prices as well as a
slowdown in the increase in prices of food
and non-energy industrial goods. In the last
quarter of 2023, inflation dropped
substantially to 2.4% (y-o-y) and is forecast
to subside further to 2.3% in 2024 and 1.9%
in 2025. Nevertheless, considering the
projected continuous increase in household
incomes, core inflation is projected to remain
somewhat above headline inflation, and
broadly in line with the euro area. Nominal
wages are projected to grow somewhat
faster than inflation, resulting in a slight
increase in real wages amid relatively stable
unit labour costs.
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UN Sustainable Development Goals (SDGs)

Portugal is making progress in all the SDGs related to competitiveness and
productivity (SDGs 4, 8, 9). However, it needs to step up efforts to close the gap with the EU
average on some of them. Progress on SDG 9, on innovation, sustainable industry and
infrastructure, is further behind the EU average, mostly due to low R&D expenditure, the low
number of patent applications, low share of sustainable freight transport infrastructure and
the high levels of air pollution from industry. The sustainable economic growth and
employment indicator (SDG 8) is still slightly below the EU average, with a lower investment
share of GDP than the EU average, however the employment rate is above the EU average (see
Annex 1).

Out of the 17 indicators, progress on 7 SDGs is below the EU average. Besides the ones
just mentioned, this concerns environmental stability (SDGs 11, 12, 13, 14), fairness (SDGs 3

and 8) and macroeconomic stability (SDG 16).

Low labour productivity and
insufficient R&D intensity could
hinder competitiveness

Labour productivity is still below the EU
average. Despite a strong increase in real
labour productivity between 2021 and 2023
(+10.4%), Portugal remains well below the
EU average, with significant labour
productivity gaps at regional level (see
Annex 12 and Annex 17). Part of the
productivity shortfall appears to be driven
by Portugal’s relatively strong reliance on
labour-intensive sectors. Moreover, the low
levels of research and innovation in recent
years, coupled with skills mismatches and
low levels of investment and digitalisation,
are likely obstacles to productivity growth in
Portugal. The recent progress made by
Portugal on these issues, which was fostered,
among other things, by the implementation
of the RRP and cohesion policy programmes,
are expected to improve productivity and
competitiveness in the medium term.

R&D intensity is increasing but remains
below the EU average. Portugal has
recorded an increase in R&D intensity over
the past decade, up from 1.2% of GDP in
2015 to 1.7% of GDP in 2022, but this is still
below the EU average. The increase was
driven mainly by the private sector, as over
the same period public expenditure on R&D
decreased slightly to 0.6% of GDP (see Annex
11). R&D is also rather concentrated in the

capital and Norte regions (see Annex 17).
Venture capital investments in net-zero
technologies also show a positive trend over
the last few years (see Annex 7).

Despite real improvements and
performance above the EU average
on gender and disability
employment gaps, there are still
some social and environmental
concerns

Portugal has made real improvements in
the implementation of the European
Pillar of Social Rights, even if there are
still some challenges. Portugal performs
better than the EU average on gender and
disability employment gaps, and on the
proportion of young people leaving 1
education and training early. While the
poverty rate has been declining, the efficacy
of social transfers on reducing poverty is still
limited. Poverty and social inclusion
disproportionately impacts the outermost
regions, with Madeira and the Azores
reporting poverty rates above 30%,
compared to the national average of 20.1%.
In Azores, for instance, the proportion of the
population receiving minimum income is
almost three times the national average. The
region also faces a significant challenge with
early leaving from education and training
rates, revealing regional disparities in
opportunities for young people. The lack of
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affordable housing continues to be a
problem, aggravated by increased purchase
and rental prices. As Portugal’s population is
ageing rapidly, with an estimated 26.5% of
people aged 65 years or older by 2030, long-
term  care facilities are  severely
underfunded, at less than a quarter of the EU
average. The ageing of the population also
has an impact on long-term accessibility to
healthcare services and education. The
declining level of educational outcomes,
although broad-based across EU countries,
as shown in the latest results of the
Programme for International Student
Assessment (PISA), may further hamper
competitiveness.

Portugal is particularly vulnerable to
climate change. Climate change threatens
biodiversity and the availability of water. The
green transition in the country is hindered
by weaknesses in the electricity grid.
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IMPLEMENTATION OF KEY REFORMS AND

INVESTMENTS USING EU INSTRUMENTS

Funding from the Recovery and
Resilience Facility (RRF) and cohesion
policy is mutually reinforcing Portugal's
efforts to boost its competitiveness and
foster sustainable growth. In addition to
the EUR22.2 billion of RRF funding
described in Annex 3, cohesion policy
provides Portugal with EUR 22.6 billion
between 2021 and 2027. Support from these
two instruments combined represents
around 16.88% of the country’s 2023 GDP,
compared to the EU average of 5.38% of GDP
(see Annex 4).

Under its recovery and resilience plan
(RRP), Portugal has launched important
policy measures that are expected to
improve the country’s competitiveness. In
particular, the RRP envisages major reforms
in the areas of the business environment,
public procurement and capitalisation of
non-financial companies. Portugal has also
made substantial investments in research
and innovation, education, skills, energy
renovation of buildings, and the digital
transition of businesses and public services.

The implementation of Portugal’'s
recovery and resilience plan is underway,
however timely completion requires
increased efforts. Portugal has submitted
three payment requests, corresponding to
102 milestones and targets in the plan and
resulting in an overall disbursement of EUR
7.8 billion on 28 December 2023 (see Annex
3). The size and complexity of the plan, and
challenges linked to absorption capacity, call
for accelerating investments and addressing
emerging delays while strengthening
administrative capacities to ensure that
reforms and investments can be completed
on time. Investments, in particular, are
highly concentrated towards the end of the
RRP implementation and merit special
attention. While Portugal is taking some
measures to address the lack of

administrative capacity, challenges remain in
particular in terms of finishing the largest
infrastructural investments, within the
lifetime of the RRF.

Cohesion policy funding helps tackle
Portugal’s growth and competitiveness
challenges and reduce the country’s
territorial and social disparities. Under
the 2014-2020 cohesion programming
period, support focused on the areas of
research and innovation, water supply, skills,
social cohesion and workers’ adaptation to
change. For the 2021-2027 programming
period, support is aimed at fostering SMEs’
competitiveness and ability to innovate, the
green transition and social cohesion, and
improving living and working conditions
(see Annex 4). Around 15% of the 2021-
2027 cohesion policy financial package will
support territorial development strategies.
The Technical Support Instrument also funds
projects in Portugal to design and implement
public administration and growth-enhancing
reforms. The support provided in 2023
included, for instance, assistance to
implement the smart cities/territory
strategy and to boost capacities for climate
adaptation, in full alignment with the
objectives of the RRP.

Improving the business environment
to foster innovation and
competitiveness

Under the RRP, Portugal continues its
significant efforts through reforms and
investments to improve the business
environment. Portugal is implementing the
reform on self-regulated professions, which
helps to reduce restrictions to access and
exercise the profession in highly regulated
professions, such as lawyers, doctors, nurses,
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engineers and architects. These professionals
play a pivotal role in improving the business
environment by providing essential services
to both businesses and people. These
professions will now operate in a more
competitive and open environment. Portugal
also carried out two key reforms to increase
the efficiency of the administrative and tax
courts. A more efficient judicial system
provides a more predictable environment for
businesses.

The access to finance for businesses is
being improved. Portugal has made
progress in allocating RRF-funded financial
instruments through its national
development bank, which was recapitalised
by EUR 250 million under the RRP to become
an InvestEU  implementing  partner.
Moreover, it adopted six investment
programmes for its capitalisation funds,
totalling EUR 1.43 billion. From these
programmes, over EUR 700 million of equity
and quasi-equity support is being allocated
to companies or financial intermediaries.
These instruments aim to address the under-
capitalisation of companies in Portugal, as
well as to improve access to finance, in
particular for SMEs and new firms. These
programmes include over EUR 400 million of
investments in new ventures and young
firms. Portugal also revised its Securities
Code and the legal framework for collective
investment undertakings, introducing
several simplifications and aligning the
national frameworks more closely to EU law.
The changes aim to make the Portuguese
capital market more competitive by
improving access to equity finance. Portugal
is also expected to facilitate direct financing
for companies in both capital and debt
markets, reducing dependence on bank
loans. Under the 2021-2027 cohesion policy
programmes, around EUR 417 million has
also been allocated for financial instruments
to improve SMEs" competitiveness and
energy efficiency.

Several measures are in place to promote
research and development. In 2023, 38
innovation and green agendas (i.e, large
research consortia between enterprises and
research/academic institutions) had been
contracted under the RRP, with the

remaining ones expected to follow by the end
of 2024. These agendas will develop over
800 new innovative products, processes or
services in areas of strategic importance and
which contribute to the green transition. In
addition, over 60 contracts have been
concluded with technological centres to
develop and provide innovative services to
businesses, and to further expand public-
private partnerships in research. Other
ambitious R&D investments (e.g. in marine
science, agriculture and digital science) are
in progress. The cohesion policy funds
complement these investments, contributing
to innovation and the digitalisation of
businesses by supporting over 16000
companies until 2027 (see Annex 4).

Portugal has taken appropriate steps to
improve the quality and sustainability of
its public finances. Measures in the RRP will
provide the country with a stronger
budgetary framework, by ensuring the full
and effective implementation of the 2015
Budgetary Framework Law, and will improve
the country’s fiscal sustainability over the
medium-term. In 2023, new procurement
models for the national central public
procurement system entered into force, a
new conceptual model to monitor the
budgetary and financial activities of general
government was approved, and a reporting
model was introduced for the disclosure of
information on the finances and performance
of state-owned enterprises. The modified
RRP also includes a new reform to simplify
the tax system, with a focus on reducing the
number of tax benefits. The tax legal
framework was modified in May 2023.

Unlocking investments for the green
and digital transitions

Measures to adapt to climate change have
been implemented. The RRP supported the
delivery of at least 179 new firefighting and
fire-prevention vehicles and other pieces of
equipment. Several measures also aim to
increase the resilience of land vulnerable to
wildfires and biodiversity loss, such as
through landscape redevelopment and
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management  programmes, and fuel
management bands to isolate outbreaks of
wildfires. To promote sustainable land
management, Portugal has also improved its
land registry and monitoring systems.
Adaptation measures in the field of water
efficlency and landscape management are
also included in the RRP, to help Portugal
better deal with the current and future
impacts of climate change. More efficient
irrigation technologies and the optimisation
of the use of existing water resources will
help reduce water losses in the urban and
agricultural sectors in Algarve.

Renewable energy production and energy
efficiency are increasing. Portugal has
adopted a national hydrogen strategy and
has been developing a regulatory framework
for renewable hydrogen production.
Portugal also launched two «calls for
supporting private projects to produce
hydrogen and other renewable gases. The
autonomous regions of Azores and Madeira
will invest in renewables and storage
solutions. The REPowerEU chapter scales up
the existing renewables and energy
efficiency measures and includes the
creation of a national observatory for energy
poverty to monitor and develop policies
related to energy poverty. To strengthen the
capacity of the national administration to
handle renewable energy and energy
efficiency projects, the REPowerEU chapter
also includes the training of 500 public
officials. These measures are further
complemented by the 2021-2027 cohesion
policy programmes, with a total of EUR 1.2
billion in funding to upgrade the energy
performance of Portugal’s building stock,
increase the deployment of renewables and
support the integration of energy storage
systems into the transmission network (see
Annex 4).

RRP measures aimed at decarbonising
transport are in their first stages. A
contract was signed for the construction of a
Bus Rapid Transit line in Porto, which will
operate zero-emission buses as were the
contracts for the expansion of Lisbon and
Porto metro networks. Portugal has also
signed contracts to purchase 145 new
electric or hydrogen buses for Lisbon and

Porto and will sign additional contracts for
300 zero-emission buses to be used across
the country. More than 8 000 charging points
for electric vehicles are already available at
national level. The cohesion policy fund
finances complementary actions, including
regional programmes investing in railway
infrastructure and rail rolling stock, further
contributing to decarbonisation of transport.

While waste management continues to be
a challenge, the RRP and cohesion policy
funding will strengthen industry
decarbonisation and the circular
economy. As part of the RRP, a revised

national strategy for green public
procurement, including mandatory
ecological criteria, has been adopted.

Projects to improve the circular economy
and bioeconomy aspects of textiles, shoes
and resin production have been selected for
support. A new reform has also been
included in the revised RRP that will
introduce new recovery schemes for plastic
bottles and metal. Calls for tender have also
been launched to support projects for the
decarbonisation of industrial processes have
been launched. Moreover, the first calls
under the 2021-2027 cohesion policy
programmes in the areas of the circular
economy and waste management (total
budget of EUR 564 million) are expected to
be published this year.

The digitalisation of public services and
businesses is underway. Supported by the
RRP, five additional public services are now
available through the single digital services
online portal. People can access them by
using their online electronic identity. The
modified RRP includes the financing of over
90 research projects for advanced digital
services in the public administration.
Investment in the development of a network
of digital innovation hubs is promoting the
uptake of disruptive technologies by
businesses and fostering entrepreneurship in
innovative sectors. Portugal has also
established a national network of test beds,
which aims to help businesses develop
innovative products by providing access to
equipment and infrastructure. Cohesion
policy funds are also being used to digitalise
over 300 public institutions.
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Combined action for more impactful EU funds

To boost economic growth and maximise the impact of EU funding, the Portuguese RRP
includes reforms that support investments under other EU instruments, creating
important synergies and complementarities between the various funds. For example, to
improve workers’ basic and digital skills and adapt the skills offer to current and future
labour market needs, the Portuguese RRP is supporting a comprehensive reform of the
vocational education and training system. The reform is supplemented by investments in
training infrastructures. The ESF+ demography, qualifications and inclusion programme
complements the RRP by providing for the necessary services, such as support to set up and

deliver courses.

Important measures are contributing to
the digital transition in education and the
development of digital skills. A total of
600 000 laptops were distributed to pupils
and teachers in public schools, and four
massive open online courses on digital skills
have been created with the help of the RRF.
In addition, more than 9 200 digital kits (a
tablet or laptop with the relevant software
and digital school manuals) were distributed
in Madeira. Portugal also introduced
legislative = amendments to  reinforce
vocational training in digital skills. This
reform is complemented by the Portugal
Digital Academy platform, which is already
operational to users and offers training in
digital skills. The revised RRP also
strengthened the support for the digital
transition in education in Azores and
Madeira.

Investing in people for economic
growth and resilience

The RRP provides innovative answers to
socio-economic challenges. It includes
broad reforms and investments to provide
more targeted social services. Dedicated
technical units have been set up to respond
to the needs of disadvantaged communities
in Lisbon and Porto. Pilot actions to support
homeless people are being carried out
through individualised integration plans.
Measures to create and renovate care
facilities in the social sector, and to introduce
innovative home and community care
solutions, have also started with the award of
financing contracts. The revised RRP also
includes a key reform to simplify the social

benefits system to ensure that potential
beneficiaries receive the support they are
entitled to. The Technical Support
Instrument is also helping with the design of
this reform.

The RRP also aims to make the health and
long-term care systems more resilient
and digital. Portugal revised the
organisation and functioning of primary care
services to strengthen their role in the
national health system (NHS); established
new integrated responsibility centres in
public hospitals; and adopted a new mental
health law regulating, amongst others, the
rights of people with mental illness. To
promote the digital transition of the NHS,
Portugal upgraded local information
technology networks in the NHS and
implemented new functionalities for
telehealth and telemonitoring.

Significant efforts have been made to
increase social housing. The revised RRP
includes EUR 3.2 billion of investment to
increase the supply of permanent and
temporary housing. Agreements have been
signed with municipalities to support the
construction and renovation of social
housing and temporary accommodation.
Construction and renovation works have
started for affordable public housing and
student housing.

EU funds enhance investments in
education and skills. RRP measures aim to
foster the development of the innovation
system, support researchers, reform study
programmes, strengthen digital skills, and
ensure equal access to quality public schools.
Portugal is upgrading facilities for vocational
education and training, providing digital
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training for teachers and purchasing digital
education equipment in Azores. The
European Social Fund will also support the
reskilling of adults, and invest in actions such
as modular training, technology
specialisation courses and qualification
centres. By the end of 2022, the social
inclusion and employment operational
programme had already reached 130000
adult and young participants.

EU funds support job creation and quality
jobs. The RRP provides financial support for
employers to offer open-ended contracts,
with 33 000 people already hired, of which
over 60% are women. The European Social
Fund is supporting professional training to
promote quality employment, particularly
for young people. The Just Transition Fund
also promotes greater economic
diversification and fosters job creation in
three areas affected by the energy transition.
It will also help to create jobs and support
training for reskilling upskilling (see Annex
4).
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FURTHER PRIORITIES AHEAD

Portugal faces additional challenges
related to demographic ageing, the tax
system, affordable housing, the business
environment, climate adaptation and the
electricity grid. Tackling these challenges
will help increase Portugal’'s long-term
competitiveness and ensure the resilience of
its economy. It will also help Portugal to
make further progress in achieving the UN
Sustainable Development Goals (SDGs).

Policy progress has been made, according
to the policy assessment under the
macroeconomic imbalance procedure.
The Government adopted in the end of 2022
and during 2023 a set of measures aimed at
mitigating the risks from increased interest
rates on mortgage loans. The ongoing
implementation of reforms and investments
in the context of the RRP and cohesion policy
programmes is expected to continue to have
a favourable impact on Portugal’s growth
potential. These reforms, investments and
programmes are also contributing to the
country’s sustainability with respect to other
countries, particularly through progress in
the areas of energy efficiency, renewables
and competitiveness. The implementation of
fiscal-structural reforms, inside and beyond
the RRP, can help strengthen Portugal’'s
medium-term fiscal sustainability.

It is important to address the identified
challenges both at the national and
regional level to reduce regional disparities
and improve administrative capacities and
the ability to spend in a balanced way across
the country.

The ageing population raises
concerns for public finances and
access to services

Portugal’s population is ageing rapidly. In
recent years Portugal has recorded an
increase in population, driven by the positive
net migration. Nonetheless, demographic
projections are not favourable for the
country. The projected shrinking working-
age population, exacerbated by the projected
fall in net migration and rising life
expectancy, present a structural challenge
for Portugal. This situation is clearly
demonstrated by the old-age dependency
ratio (3) (see Graph 3.1). This ratio is
expected to peak at 70% in 2051, meaning
that, while in 2022 there were close to 3
workers for each pensioner, by 2051 there
will be fewer than 1.5.

Ageing will have a negative impact on
public finances in Portugal. An increase in
the number of older people implies higher
age-related expenditure on health, long-term
care and, in particular, on pensions. By 2046,
pensions are projected to reach an all-time
high of 15.2% of GDP, 3 percentage points
more than in 2022, before gradually going
down until 2070 (*). Previous estimates (°)
had forecast a more limited increase. A
shrinking working-age population, who are

(3) The proportion of the elderly population (aged 65
years or more) in the pension system to contributors,
i.e. the working-age population aged between 20-64.

(¥) European Commission-EPC (2024), ‘2024 Ageing
Report - Economic and budgetary projections for the
EU Member States (2022-2070)’.

(5) According to the 2021 Ageing Report (European
Commission, Institutional Paper 142, November
2020) pension expenditure was expected to peak at
14.6% of GDP at 2035, 2 pps of GDP more than in
2019.
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also taxpayers, would lead to lower revenues
from taxes on labour income, such as the
personal income tax (¢). With a still high level
of public debt of 99.1% of GDP in 2023, these
developments contribute to the consistently
high fiscal sustainability risks faced by
Portugal in the medium-term (see Annex 21).

Graph 3.1: Old-age dependency ratio (2023-
2070)
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(1) Working-age population are individuals aged
between 20-64. The older population is aged 65 or
more.

Source: European Commission, 2024 Ageing Report
Ageing and skills shortages raise

concerns about the adequacy of health
and long-term care services, as well as
education. Long-term care services are
severely  underfunded, resulting  in
insufficient supply, also due to skills and staff
shortages, with a ratio of 0.8 workers per
100 people in need (7). In healthcare, 40% of
doctors are over 55 years old (see Annex 16).
The ageing of doctors comes on top of the
difficulties in retaining and hiring doctors
and nurses. In fact, difficulties with staff
retention and hiring remain a concern in
strategic sectors, such as the public
administration, healthcare and education,
mainly due to a lack of training

(6) Portuguese Fiscal Council, ‘Budgetary Risks and
Sustainability of Public Finances 2023', December
2023.

(7) European Commission, ‘Long-Term Care Report/,
2021.

opportunities, career promotion paths and
low pay. Regional disparities and divergent
costs of living also affect the attractiveness of
public sector jobs in certain areas of the
country. Portugal’s civil service is also
negatively affected by ageing, exacerbated by
the relatively low attractiveness of public
sector employment. Over the last decade,
there was a strong increase in educational
attainment, even though the overall share of
the population with higher education
remains below the EU average. The lack of
much-needed skills in digital and clean
technologies also  hinders  Portugal’s
competitiveness (see Annex 13 and Annex
10). The shrinking and ageing of the
working-age population are particularly
challenging for the development of certain
regions further from the main metropolitan
areas (See Annex 17).

Further simplification would improve the
efficiency and effectiveness of the tax
system. Portugal introduced a new RRP
reform that will address the complexity and
transparency of its tax system, focusing on
tax benefits (8) (see Section 2). However, the
structure of corporate income tax remains
complex, with both state and municipal
surcharges. This limits the effectiveness of
tax collection. Direct tax withholdings are
high, structurally above 2% of GDP on
average in the recent past(®), which
represents an extra burden for taxpayers and
the tax administration. Outstanding tax
arrears and the recurrent cost of tax
collection remain high and above the EU
average. In addition, the effectiveness of the
tax system is further hindered by an ageing
tax administration staff. There are too few
new recruits, with more than half of the staff
expected to retire in the next decade (see
Annex 19).

(8) See ‘2023 Country Report — Portugal’ (European
Commission, SWD(2023) 622 final, May 2023) for a
review of the challenges faced by Portugal’s tax
benefit system.

(9) A new model for direct tax withholdings was applied
as of 1 July 2023 to ensure that by year-end there are
no major differences between the tax already
submitted to the state and the amount that is finally
calculated.
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Climate change has an impact on
biodiversity and the availability of
water

Climate change brings challenges for
water management and the protection of
biodiversity in Portugal. With a moderate
climate protection gap (1°), the country,
particularly the southern regions, is heavily
affected by droughts, impacting large areas
of the country, (6.4% on average over 2000-
2020 and even 34.8% in 2022). Reduced
annual rainfall and an increase in its
variability affect river flows, aquifer recharge
and flood risk, impacting many economic
sectors from agriculture to energy, and
putting hydropower generation at risk.
Climate change also exacerbates the risks to
biodiversity, including through forest fires.
Portugal stands out globally as the country
with the highest percentage of its forests lost
to wildfires between 2001 and 2021, about
13% of the area of forested land (11). In
Portugal, while the size of the area protected
under Natura 2000 is on a par with the EU
average, some species and habitats,
particularly in the marine environment, are
still not sufficiently protected (see Annex 6).

Challenges remain in the areas of
governance of the water supply,
rehabilitating bodies of water, and water
efficiency. Portugal has increased its
capacity to adapt to climate change by
strengthening the relevant legal framework,
and it is finalising a national roadmap for
adaptation to climate change until 2100 (12).
However, an integrated water management
strategy would help to strike the balance
between water wuse and ecological
requirements, while ensuring adaptation to

(*) Share of non-insured economic losses in total losses
after a climate-related catastrophe event. See
‘Closing the climate protection gap - Scoping policy
and data gaps’ (European Commission, SWD(2021)
123 final, May 2021).

() Bousfield et. al 2023.

(*2) National Roadmap for Adaptation 2100 | Portuguese
Environment Agency (apambiente.pt)

long-term climate risks (see Annex 6).
Streamlining the governance structure
would help to achieve effective coordination
at the sub-national level and economies of
scale, and would also improve efficiency (see
Annex 17). It would also be beneficial to
increase water retention in the landscape
and manage the possible changes in
economic practices in the long-term.
Improving the management of wastewater,
reducing leaks in water pipelines, better
monitoring, restoring the natural sponge
function of the landscape, reducing the
extraction of ground water, restoring
wetlands and rivers (including flood plains),
and rolling out other nature-based solutions
show potential to address the above-
mentioned challenges.

There is a shortage of affordable
housing

Despite measures in the RRP and the
possibilities of support offered by other
EU funds, there is a shortage of affordable
housing due to increased house and
rental prices. The housing price index has
more than doubled since 2015, and is one of
the highest in the EU. Housing demand
remains strong but access to housing at
affordable conditions has deteriorated in
recent years, particularly in Lisbon and
Porto. This situation also makes it difficult
for workers to be mobile. The situation is
mainly due to insufficient housing supply,
increases in the mortgage interest rate, and
rising house purchase and rental prices. It is
also the result of greater demand for short-
term rentals due to the strong growth in
tourism. Portugal’'s home ownership ratio is
high, implying that the challenge primarily
affects disadvantaged groups. Homelessness
has worsened in recent years, most notably
for migrants and their families, which was
not seen before at such a scale. Energy
poverty also remains high for people at risk
of poverty. Despite improvements through
the energy efficiency measures for
residential buildings within the RRP and the
cohesion policy programmes, a significant
proportion of the population (17.5%) still
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struggle to adequately heat their homes (13).
Support  through  dedicated financial
instruments for renovations are still not
easily accessible in Portugal, which could
also support households that have limited
access to private financing.

Graph 3.2: House price index - quarterly data

220
210
200
190
180
170
160
150
140
130
120
110
100

2015=100

Pl IRl e I = 2 B B S B i 2 I~ I =l S B il 32

el ReRe NN Refe RN RN ReRe RN Ree]

W WO WOWhkMNOOOODNO O T - NNM®M

rrrrrrrrrr A N NN NN NN

jeloloolcBolchol ool O 00O 0O Q00

N NN N ANANNNNNNNNNNNNN
— T EU e EA

Source: Eurostat

Fostering competitiveness

Long-standing heavy regulatory and
administrative requirements reduce the
attractiveness of Portugal’s business
environment. Portugal has the highest share
of companies in the EU that cite business
regulation as a long-term barrier to
investment, and a large proportion of firms
cite licensing regimes and inefficiencies in
the judicial system as long-term barriers.
Similarly, most firms consider administrative
delays and red tape as obstacles to their daily
operations. Stronger regulatory impact
assessments and improved stakeholder
engagement in lawmaking would help
identify = potential burdens. Additional
regulatory costs are imposed on firms by the
complex and fragmented corporate tax
framework.

(3) Inability to keep one’s home adequately warm, EU-
SILC survey, Eurostat, 2022.

Despite an increase in private research
and development (R&D) in recent years,
public spending on research has been low
and has stagnated over the last decade.
R&D activities in Portugal increased
markedly in recent years, supported also by
large RRP investments in research projects.
However, it will be important for Portugal to
continue investing in R&D, including on net-
zero technologies, and fostering cooperation
between businesses and research institutes,
also beyond the timeframe of the Recovery
and Resilience Facility. Additional efforts will
be needed to meet the target of public and
private R&D expenditure to 3% of GDP by
2030. Such investments will be pivotal to
increasing the country’s technological
development as well as its labour
productivity.

A further increase in labour productivity
is Kkey to improving competitiveness.
Shortages of skilled staff and mismatches of
skills are reported as some of the major
barriers to investment in Portugal.
Furthermore, expanding the digitalisation of
businesses and services and fostering a more
agile and innovative business environment
would improve productivity (see Annex 12).
70% of SMEs in Portugal had at least the
basic level of digital intensity.

Shortcomings in the electricity grid
and fossil fuel subsidies risks
delaying the green transition

Portugal 1is experiencing delays in
renewable energy projects and
limitations in grid and storage capacity.
Last year’s historic increase in solar power
production and the higher level of installed
capacity are positive indicators. However,
the growth of renewables needs to be
increased to meet the ambitious target (14) of
the national energy and climate plan (NECP),
including by repowering existing wind
energy. Renewable projects are hindered by
logistical problems, a shortage of

(*4) Draft NECP 2023: 20.46GW target for solar energy.
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components and raw materials, inflation,
labour shortages and slow and complicated
licensing procedures. The new extension of
the deadline for finalising solar energy
projects (1) is also causing delays and
blocking access to the electricity grid for
other projects. The pipeline of renewable
energy projects lacks clear visibility as there
is no long-term planning for auctions. The
power networks will need to serve the
growing demand linked to: (i) clean mobility;
(ii) the increased electrification of heating,
cooling and industry; and (iii} renewable
hydrogen production, but short-term grid
and storage capacity are already lacking (see
Annex 7). The electricity grid also lacks
efficiency, and transparency on the
capacities available. Furthermore, it is still
insufficient to adapt to a more decentralised,
digitalised and flexible electricity system (2¢).
Portugal would benefit from further
investment in the electricity grids, including
by upgrading existing power lines and by
promoting flexibility in the system

(35) Ministerial Order 1/SEAMB/SEENC with a further 10-
month extension of the deadline for the projects from
the 2019/2020 auction (77 months in total to conclude
a solar project).

(*) A power generation facility that uses multiple
renewable energy sources.

Graph 3.3: Available hosting capacity for power
generation in the national distribution grid

6000

5000

3000

1000 | I
0

2022 2023 2022 2023 2022 2023

Connected

N
Q
[=)
[=)

Power Connection [MVA]
N
(=]
(=]
(=]

Committed In/Awaiting

Confirmation

(1) The ‘committed connection Power” concerns
commitments with a production license that are not
yet connected, with an assigned grid connection point
and with the power requested yet to be committed.
Source: E-redes

through solutions such as storage, the use of
smart meters and incentives to consume at
off-peak hours, as well as demand response
mechanisms.

Deteriorating education outcomes
threaten competitiveness

The declining level of educational
outcomes poses a risk to future
competitiveness. Portugal's Programme for
International Student Assessment (PISA)
results have deteriorated, in line with the EU
average. They show an increase in
underachievement, coupled with low
proportions of top performers in
mathematics and science, which may pose a
risk to  productivity @ growth  and
competitiveness in the future. The
underachievement of students from
disadvantaged groups is worsening, and the
underachievement gap between students
born within Portugal and outside of the
country is still very wide, despite a reduction
compared to the previous PISA cycle. As the
share of foreign-born students enrolled in
mandatory schooling increased from 7.2% to
12.3% in the last 3 years, it will be important
to adapt the educational system to facilitate
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the integration of migrant students into attractiveness in the profession. Ensuring an

Portuguese society from an early age. adequate number of well-trained teachers is
essential for delivering quality education to
Regional differences play a role in both the current and future generations (see

educational success. Despite the low

The mid-term review of cohesion policy funds for Portugal

The mid-term review of cohesion policy funds is an opportunity to assess cohesion
policy programmes and tackle emerging needs and challenges in EU Member States
and their regions. Member States are reviewing each programme taking into account,
among other things the challenges identified in the European Semester, including in the 2024
country-specific recommendations. This review forms the basis for a proposal by the Member
State for the definitive allocation of 15% of the EU funding included in each programme.

Portugal has made progress in implementing cohesion policy programmes and the European
Pillar of Social Rights, but challenges remain as outlined in this report, including Annexes 14
and 17. In particular, disparities remain between the mainland’s coastal and inland areas on
the one hand, and between the mainland and the outermost regions on the other, as well as
between metropolitan areas and small cities and towns. Against this background, it remains
important to continue implementing the planned priorities, paying particular attention to: (i)
applied research (in the areas identified in smart specialisation strategies), knowledge
transfer and valorisation of R&D results, the innovation capacity of SMEs, the green transition
and competitiveness; (ii) wastewater collection and treatment, water reuse and access
(particularly in remote areas and the outermost regions), reducing leaks in the networks, the
circular economy, energy efficiency and renewable energy in line with the national energy
and climate plan; (iii) administrative capacity to meet the conditions for more effective and
efficient public investments; (iv) education and training, the development of qualifications
and skills demanded by the labour market, and targeted active labour market policies,
especially for young people; (v) ensuring equal access to education, health and social services,
in particular for people from disadvantaged groups.

The needs in the area of preventing and preparing for risks related to climate change merit
specific consideration in preparing the mid-term review. Portugal could also benefit from the
opportunities provided by the Strategic Technologies for Europe Platform (STEP)
initiative (17) to support the transformation of industry, particular with a particular focus on
advanced and resource-efficient manufacturing, sustainable transport, biomedicine and
biotechnology, and net zero technologies, whilst also investing in the skills and qualifications
required to meet the demand for workers in these sectors.

overall rate of early school leavers and Annex 15).
training, significant regional disparities

persist. Rural areas experience higher drop-

out rates than urban areas. Particularly

troubling is the situation in Azores, where

the rate reaches a concerning 26.5%.

As the teaching force ages, there is an
increasing shortage of teachers. In 2021,
approximately half of the schoolteachers in
mainland Portugal were above the age of 50
and only 2% were below the age of 30. At the
same time, the number of higher education
graduates in  teacher training fell
considerably, suggesting a lack of

(¥) Regulation (EU) 2024/795
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KEY FINDINGS

With its wide policy scope and substantial
financial envelope, Portugal’s recovery
and resilience plan (RRP) includes
measures to address a series of structural
challenges in synergy with other EU
funds, including cohesion policy funds,

by:

o Contributing to the green transition
with investments in renewable energy,
energy efficiency in buildings, the circular
economy, and the decarbonisation of
transport and industry;

o Digitalising businesses and public
services, as well as contributing to the
digital transition in education and
improving people’s digital skills;

¢ Enhancing its business environment by
reducing restrictions in highly regulated
professions, improving access to finance
for businesses, promoting research and
innovation, and improving the efficiency
of the justice system;

s Combatting precarious contracts and
fostering education and research
through programmes and training
courses to reskill and upskill the adult
population;

s Supporting disadvantaged
communities, increasing the efficiency of
the national health system and boosting
investment in social and affordable
housing;

s Promoting the fiscal sustainability over
the medium term, including a reform to
simplify the tax system.

The implementation of Portugal’'s
recovery and resilience plan is facing
increasing challenges. Renewed efforts are
key for a successful implementation of all the

measures of Portugal’s recovery and
resilience plan by August 2026.

Beyond the reforms and investments in
the RRP and cohesion policy programmes,
Portugal would benefit from:

e Ensuring medium-term fiscal
sustainability, including by mitigating
the impact of ageing on Portugal’s pension
system, streamlining the corporate
income tax structure and improving the
efficiency of the tax administration;

e Enhancing competitiveness by
supporting private investment, reducing
the regulatory and administrative burden,
further strengthening regulatory impact
assessments, investing more in R&D&],
and promoting digitalisation;

e Improving the performance of the
public sector to also address challenges
posed by the ageing population;

e Tackling teacher shortages and
educational underachievement,
particularly  within the migrant

population and in rural areas and the
outermost regions;

e Increasing the capacity of the grid
infrastructure and electricity storage,

improving connection procedures,
increasing their transparency to attract
investors and accelerate the

implementation of renewable energy
projects;

e Improving water management and
environmental protection to adapt to
the impacts of climate change and ensure
long-term economic and environmental
resilience.
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CROSS-CUTTING INDICATORS

ANNEX 1: SUSTAINABLE DEVELOPMENT GOALS

This Annex assesses Portugal’s progress on
the Sustainable Development Goals (SDGs)
along the four dimensions of competitive
sustainability. The 17 SDGs and their related
indicators provide a policy framework under the
UN’s 2030 Agenda for Sustainable Development.
The aim is to end all forms of poverty, fight
inequalities and tackle climate change and the
environmental crisis, while ensuring that no one
is left behind. The EU and its Member States are
committed to this historic global framework
agreement and to playing an active role in
maximising progress on the SDGs. The graph
below is based on the EU SDG indicator set
developed to monitor progress on the SDGs in an
EU context.

Portugal is improving overall on the SDG
indicators related to  environmental
sustainability (SDGs 2, 6, 7, 9, 11, 12, 13, 14,
15). It performs well on SDG 7 (Affordable
and clean energy) but needs to catch up with
the EU average on sustainable industry and
infrastructure (SDG 9) and sustainable cities

(SDG11). In 2021, 19.3% of the utilised
agricultural area in Portugal was under organic
farming (EU: 9.9% in 2021). The share of
renewable energy in gross final energy
consumption increased from 30.6% in 2017 to
34.7% in 2022, well above the EU average (23%
in 2022). The environmental impact of
agriculture is lower than the EU average, but the
level of nitrate in ground water is increasing
(from 19.3 mg NO; per litre in 2016 to 22.6 mg in
2021), higher than the EU average (20.5 in
2021). Portugal protects less than 5% of its
maritime areas (EU: 12.1%). Circular economy
indicators are also well below EU averages, with
a low rate of recycling of municipal waste
(30.4% in 2021, against 48.6% for the EU in
2022) and a circular material use rate that, even
if slightly improved since 2017, is only around
one fifth of the EU average. The share of public
transport (buses and trains) in total passenger
transport and the use of rail and inland
waterways in freight transport are well below
the EU average. Various measures in Portugal’s
recovery and resilience plan (RRP) aim to

Graph A1.1:Progress towards the SDGs in Portugal
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further contribute to emission savings. These
include investments in energy storage and
renewables, renewable hydrogen, energy
efficiency renovations, the extension of metro
lines, increased use of bioproducts in industry,
and the decarbonisation of industry.

Portugal is improving on SDG indicators
assessing the fairness of society and the
economy (SDGs 1, 3, 4, 5, 7, 8, 10) but still
needs to catch up with the EU average on
health and well-being (SDG 3). The poverty
rate (persons at risk of poverty or social
exclusion} was slightly below the EU average in
2022 (20.1%, vs 21.6% for the EU), also after
social transfers (16.4%, against 16.5% for the
EU). Portugal performs well for people living in
households with very low work intensity (5.6%
of the population aged less than 65 in 2022, vs
8.3% at EU level) and on the housing cost
overburden rate (5% of population in 2022,
against 8.7% at EU level). On the in-work-at-risk-
of-poverty rate, Portugal is above the EU average
(10.3%, vs 8.5%). The urban-rural gap has
increased significantly and remains far above the
EU average. The same trend applies to energy
poverty, with 17.5% of the population unable to
keep their homes adequately warm in 2022 (EU:
9.3%). The citizenship gap (difference between
EU and non-EU nationals} narrowed for the
poverty rate but increased for employment and
training. Despite some improvements, most of
the health and well-being indicators are still far
from the EU average. These include those on
road deaths, the obesity rate and healthy life
expectancy (58.3 years in 2021, against 63.6
years for the EU). Education and training
indicators are better than the EU average, with
the tertiary education attainment rate
(population aged 25-34) increasing from 35.1%
in 2018 to 40.9% in 2023 (vs an increase of the
EU average from 38.7% to 43.1%). The same is
true for the participation of adults in learning,
which stood at 13.4% in 2023 (EU: 12.7%).
Portugal also performs better than the EU
average on gender equality, with a low gender
employment gap, and a gender pay gap slightly
below the EU average (but still above 10%). The
share of women in senior management and in
government has progressed in the last few years,
surpassing the EU average. The RRP includes
measures intended to achieve progress towards
a more equal and healthy society. These include
reforms of primary care services and
simplification of the social benefit system, and
investments in community-based social services,

social housing, and student accommodation.
Another measure under the RRP is household
support for energy efficiency renovation.

Portugal is improving on SDG indicators
related to productivity (SDGs 4, 8, 9) but still
needs to catch up with the EU average on
innovation and industry (SDG 9). Basic digital
skills among the adult population are
progressing (56% in 2023) and are above the EU
average (55.6%]). The Portuguese labour market
is performing relatively well compared to the EU
average, with a high employment rate (78.2%, vs
an EU average of 75.3%, in terms of population
aged 20 to 64 in 2023) and a sharp decrease in
long-term unemployment, which fell to 2.5% in
2023 (in terms of active population, EU: 2.1%).
Despite slow improvement, R&D and innovation
remains a key concern. Only 1.7% of GDP was
allocated to R&D in 2022 (EU: 2.24%), while the
number of patent applications submitted to the
European Patent Office per million inhabitants
remains very low: 31 in 2023 (EU: 153). The
ambitious RRP measures have the potential to
transform the Portuguese business sector and
the R&I system. These measures aim to improve
the business-academia link, increase R&D, and
reform vocational education and training.

While Portugal is improving on some SDG
indicators related to macroeconomic stability
(SDGs 8, 17), it is moving away from the
target linked to peace, justice, and strong
institutions (SDG 16). It is closing its gap with
the EU average in terms of the investment share
of GDP, with 19.4% in 2023 (EU: 22.7%).
However, central government expenditure on
the law courts, a key indicator of the quality of
the justice system, remains below the EU average
(in 2022, EUR71.9 per capita in Portugal vs
EUR 113.7 per capita at EU level). The share of
the population reporting crime, violence or
vandalism dropped from 10.5% in 2015 to 6.6%
in 2020 (EU: 10.7%) but the death rate due to
homicide and the victims of trafficking in human
beings are progressing. The RRP includes
measures to improve the efficiency of
administrative and tax courts and to improve
public financial management, through the
introduction of, for example, IT solutions.

As the SDGs form an overarching framework, any
links to relevant SDGs are either explained or
depicted with icons in the other annexes.
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ANNEX 2: PROGRESS IN THE IMPLEMENTATION OF COUNTRY-SPECIFIC

RECOMMENDATIONS

The Commission has assessed the 2019-2023
country-specific recommendations (CSRs) (18)
addressed to Portugal as part of the European
Semester. These recommendations concern a
wide range of policy areas that are related to 14
of the 17 Sustainable Development Goals (SDGs)
(see Annexes 1 and 3}. The assessment considers
the policy action taken by Portugal to date (19)
and the commitments in its recovery and
resilience plan (RRP) (2°0). At this stage of RRP
implementation, 74% of the CSRs focusing on
structural issues from 2019-2023 have recorded
at least ‘some progress’, while 26% recorded
‘limited progress’ (see Graph A2.1). As the RRP is
implemented further, considerable progress in
addressing structural CSRs is expected in the
coming years.

(*8) 2023 CSRs: EUR-Lex - 32023H0901(22) - EN -
(europa.eu)
2022 CSRs: EUR-Lex -
(europa.eu)

2021 CSRs: EUR-Lex - 32021H0729(22) - EN -

geuropa.eug

2020 CSRs: EUR-Lex - 32020H0826(22) - EN -

(europa.eu)
2019 CSRs: EUR-Lex -

geuropa.eug

(#9) Including policy action reported in the Recovery and
Resilience Facility (RRF) reporting (twice a year reporting
on progress in implementing milestones and targets and
resulting from the payment requests assessment).

EUR-Lex

32022H0901(22) - EN - FUR-Lex

EUR-Lex

EUR-Lex

32019H0905(22) - EN - EUR-Lex

(2°) Member States were asked to effectively address in their
RRPs all or a significant subset of the relevant country-
specific recommendations issued by the Council. The CSR
assessment presented here considers the degree of
implementation of the measures included in the RRP and
of those carried out outside of the RRP at the time of
assessment. Measures laid down in the Annex of the
adopted Council Implementing Decision on approving the
assessment of the RRP, which have not yet been adopted
or implemented but considered credibly announced, in
line with the CSR assessment methodology, warrant
‘limited progress’. Once implemented, these measures
can lead to ‘some/substantial progress or full
implementation’, depending on their relevance.

Graph A2.1:Portugal’s progress on the 2019-2023
CSRs (2024 European Semester)

Full
implementation No progress

10% 0%
_\ Limited

progress
26%

Substantial
progress
8%

Some progress
56%

Source: European Commission.
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Table A2.1: Summary table on 2019-2023 CSRs

2022 and 2025

Portugal A 1t in May 2024* RRP coverage of CSRs until 2026** Revelant SDGs
2019 CSR 1 Some Progress
Achieve the medium-term budgetary objective in 2020, taking into
account the allowance linked to unusual events for which a Not relevant anymore Not applicable SDG 8 16
temporary deviation is granted. Use windfall gains to accelerate the Y PP !
reduction of the general government debt ratio.
enhanaig spending wihie stangthening overal expendiine contol Relevant RRP measures implemented as of
ng spenaing ginening oy per : Some Progress 2022 and being planned as of 2022, 2023 and|  SDG 3, 8, 16
cost efficiency and adequate budgeting, with a focus in particular on
i ; 2025
a durable reduction of arrears in hospitals.
Improve the financial sustainability of State-owned enterprises, while Relevant RRP measures being implemented
. i Some Progress SDG 9
ensuring more timely, transparent and comprehensive monitoring. as of 2021 and 2022
2019 CSR 2 Some Progress
Adopt measures to address labour market segmentation. Some Progress Relevant RRP mzzs:fr%zb?? ing implemented SDG 8
Improve the skills level of the population, in particular their digital Relevant RRP measures being implemented
literacy, including by making adult learning more relevant to the Some Progress as of 2021 and 2022, and planned as of SDG 4
needs of the labour market. 2022,2023 and 2025
Increase the number of higher education graduates, particularly in Some Progress Relevant RRP measures being implemented SDG 4
science and information technology. 9 as of 2021 and planned as of 2022 and 2025
Relevant RRP measures being implemented
Improve the effectiveness and adequacy of the social safety net. Some Progress as of 2021and 2022 and planned for 2022, SDG 1, 2,10
2023 and 2024
2019 CSR 3 Some Progress
Focus investment-related economic policy on research and Relevant RRP measures being implemented
innovation, S (FEges as of 2021 and 2022 and planned for 2022 EDBE, U, 11
railway transport and port infrastructure, Limited Progress Relevant RRP measures being planned as of SDG 10, 11

low carbon and energy transition and extending energy
interconnections, taking into account regional disparities.

Some Progress

Relevant RRP measures being implemented
as of 2021 and planned as of 2022, 2023 and
2024

SDG7,9,10,11,13

2019 CSR 4

Some Progress

Allow for a swifter recovery of the collateral tied to non-performing

Relevant RRP measures being planned as of

and 2025

loans by increasing the efficiency of insolvency and recovery Some Progress 2023 SDG 8
proceedings.
Reduce the administrative and regulatory burden on businesses, . Relevant RRP measures being implemented
mainly by reducing sector-specific barriers to licensing. Limited Progress as of 2021 and planned as of 2023 SDG8, 9
Deve/op a roadmap fto reduce restrictions in highly regulated Substantial Progress Relevant RRP measures being planned as of SDG 9
professions. 2022
Increase thg efficiency of administrative and fax courts, in particular Some Progress Relevant RRP measures being planned as of SDG 8, 16
by decreasing the length of proceedings. 2023
2020 CSR 1 Some Progress
In line with the general escape clause, take all necessary measures
to effectively address the pandemic, sustain the economy and
support 'the ensuing recovery. Whep economic COI:]dItIOHS al/ow, Not relevant anymore Not applicable SDG 8, 16
pursue fiscal policies aimed at achieving prudent medium-term fiscal
positions and ensuring debt sustainability, while enhancing
investment.
Relevant RRP measures being implemented
Strengthen the resilience of the health system Some Progress as of 2021, 2022 and planned as of 2023 and SDG 3
2025
Relevant RRP measures being implemented
and ensure equal access to quality health and long-term care. Limited Progress as of 2021, 2022 and planned as of 2023 and SDG 3, 8, 10
2025
2020 CSR 2 Some Progress
I Relevant RRP measures being planned as of
Support employment and prioritise measures to preserve jobs. Some Progress 2023 SDG 8
. . " i Relevant RRP measures being implemented
Guarantee sufficient and effective social protection and income Some Progress as of 2021 and 2022 and planned for 2023 SDG 1, 2, 10
support.
and 2024
" Relevant RRP measures being implemented
stﬁmegfc:;jno; :"jg;g;;c"”o’og’es fo ensure equal access fo Some Progress as of 2021 and 2022, and planned as of 2023|  SDG 4, 8, 10
quany g and 2024 and 2025
Relevant RRP measures being implemented
and to boost firms’ competitiveness Some Progress as of 2021 and 2022 and planned as of 2023 SDG 8,9
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2020 CSR 3

Some Progress

Implement the temporary measures aimed at securing access fo

Relevant RRP measures being implemented

liquidity for firms, in particular small and medium-sized enterprises. SubsantialiRieoress as of 2021 SRCS N
Front-load mature public investment projects and Some Progress Relevant RRP mzzs:fr;g;;elng implemented SDG 8, 16
. . . Relevant RRP measures being implemented
promote private investment to foster the economic recovery. Substantial Progress as of 2021 and planned as of 2023 SDG 8,9
. Relevant RRP measures being implemented
Focus mvestment‘ on the green and digital transition, in particular on Some Progress as of 2021 and 2022 and planned as of 2023 SDG 7,9, 13
clean and and efficient production and use of energy, and 2024
rail infrastructure Limited Progress (Rl RN (R beiy implementey SDG 11
as of 2021
. Relevant RRP measures being implemented
and innovation. Some Progress as of 2021 and 2022 SDG 9
2020 CSR 4 Some Progress
Increase the efficiency of administrative and tax courts Some Progress Relevant RRP meas;(r)(;g being planned as of SDG 8, 16
2021 CSR 1 Not relevant anymore
In 2022, use the Recovery and Resilience Facility to finance
additional investment in support of the recovery while pursuing a
prudent fiscal policy. Preserve nationally financed investment. Limit LiotElevantanyioe el eppeatls ED8E, 16
the growth of nationally financed current expenditure.
When economic condifions allow, pursue a fiscal policy aimed at
achieving prudent medium-term fiscal positions and ensuring fiscal Not relevant anymore Not applicable SDG 8, 16
sustainability in the medium term.
At the same time, enhance investment to boost growth potential.
Pay particular attention to the composition of public finances, both
on tﬁe revenue and expenditure sides of the l?udget, and to the Not relevant anymore Not applicable SDG 8, 16
quality of budgetary measures, to ensure a sustainable and inclusive
recovery. Prioritise sustainable and growth-enhancing investment,
notably supporting the green and digital transition.
Give priority to fiscal-structural reforms that will help provide
financing for public policy priorities and contribute to the long-term
sustainability of public finances, including by strengthening the Not relevant anymore Not applicable SDG 8, 16
coverage, adequacy, and sustainability of health and social
protection systems for all.
2022 CSR 1 Substantial Progress
In 2023, ensure prudent fiscal policy, in particular by limiting the
growth of nationally financed primary current expenditure below
medium-term potential output growth, taking into account continued Substantial Proaress Not applicable SDG & 16
temporary and targeted support to households and firms most g PP !
vulnerable to energy price hikes and to people fleeing Ukraine.
Stand ready to adjust current spending to the evolving situation.
Expand public investment for the green and digital transitions, and
for energy security taking into account the REPowerEU initiative,
including by making use of the Recovery and Resilience Facility and IR e e folippicans S8, 4
other Union funds.
For the period beyond 2023, pursue a fiscal policy aimed at
achieving prudent medium-term fiscal positions and ensuring
credible and gradual debt reduction and fiscal sustamnability in the Full Implementation Not applicable SDG 8, 16

medium term through gradual consolidation, investment and

reforms.

Improve the effectiveness of the tax and social protection systems,
in particular by simplifying both frameworks, strengthening the
efficiency of their respective administrations, and reducing the
associated administrative burden.

Limited Progress

Relevant RRP measures being implemented
as of 2022 and 2023; and being planned as of]|
2025

SDG 1,2, 8,10, 12,
16

2022 CSR 2

Proceed with the implementation of its recovery and resilience plan,
in line with the milestones and targets included in the Council
Implementing Decision of 13 July 2021.

reports.

RRP implementation is monitored through the assessment of RRP payment requests and analysis of
the bi-annual reporting on the achievement of the milestones and targets, to be reflected in the country

Swiftly finalise the negotiations with the Commission on the 2021-
2027 cohesion policy programming documents with a view fo
starting their implementation.

Progress on the cohesion policy programming documents is monitored under the EU cohesion policy

2022 CSR 3

Limited Progress

Enhance the conditions for a transition towards a circular economy,
in particular by increasing waste prevention, recycling and reuse fo
divert waste away from landfills and incinerators.

Limited Progress

Relevant RRP measures being implemented
as of 2021 and 2023

SDG 6, 12, 15
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Table (continued)

2022 CSR 4

Some Progress

Relevant RRP measures being implemented

with investments and reforms conducive to higher sustainable
growth, to achieve a prudent medium-term fiscal position.

Reduce overall reflance on fossil fuels, Some Progress as of 2021, 2022 and are being planned for SDG 7,9, 13
2023

. . Relevant RRP measures being implemented

including in the transport sector. Some Progress as of 2022 and are being planned for 2023 SDG 11

Accelerate the deployment of renewables by upgrading electricity .

transmission and distribution grids, enabling investments n Limited Progress Relevant RRP mefzsruzrgzsare being planned SDG 7,9, 13

electricity storage

and streamlining permitting procedures to allow for further _

development of wind, particularly offshore, and solar electricity Some Progress RelevaniRRigmeasutesibeinglipplemented SDG 7,8,9,13
. . as of 2021

production, as well as renewable hydrogen production.

Strengthen the incentives framework for energy efficiency Relevant RRP measures are being planned

investments in buildings. Some Progress for 2024 and 2025 ShG7

Increase energy interconnections. Limited Progress SDG 7,9, 13

2023 CSR 1 Substantial Progress

Wind down the emergency energy support measures in force, using

the related savings fo reduce the government deficit, as soon as

poss:blg in 2023 and 20?4. Should renewed energy price increases Limited Progress Not applicable SDG 8, 16

necessitate new or continued support measures, ensure that these

are targeted at protecting vulnerable househoids and firms, fiscally

affordable, and preserve incentives for energy savings.

Ensure prudent fiscal policy, in particular by limiting the nominal

increase in nationally financed net primary expenditure in 2024 to

not more than 1.8%1, unless a higher reference rate in net nationally

financed primary expenditure growth is estimated to be compatible Full Implementation flotaneicebls SDG 8, 16

with Portugal reaching its MTO of -0.5% of GDP, inter alia if interest

expenditure is lower than currently projected by the Commussion.

Preserve nationally financed public investment and ensure the

effective absorption of RRF grants and other EU funds, in particular Full Implementation Not applicable SDG 8, 16

to foster the green and digital transitions.

For the period beyond 2024, continue to pursue a medium-term

fiscal strategy of gradual and sustainable consolidation, combined Full Implementation Not applicable SDG 8, 16

Improve the effectiveness of the tax and social protection systems,
in particular by prioritising the simplification of both frameworks,
strengthening the efficiency of their respective administrations, and
reducing the associated administrative burden.

Limited Progress

Relevant RRP measures being implemented
as of 2022 and 2023; and being planned as of]|
2025

SDG 1,2, 8,10, 12,
16

2023 CSR 2

Accelerate the implementation of its recovery and resilience plan,
also by ensuring an adequate administrative capacity and, following
the recent submission of the addendum, including the REPowerEU
chapter and the additional loan request, rapidly start the
implementation of the related measures. Proceed with the speedy
implementation of cohesion policy programmes, in close
complementarity and synergy with the recovery and resilience plan.

RRP implementation is monitored through the assessment of RRP payment requests and analysis of
the bi-annual reporting on the achievement of the milestones and targets, to be reflected in the country
reports. Progress with the cohesion policy is monitored in the context of the Cohesion Policy of the

European Union

2023 CSR 3

Limited Progress

Improve the conditions for the transition towards a circular economy,

Relevant RRP measures being implemented

and competences needed for the green fransition.

2024

in particular by increasing waste prgveptlon, recycling and reuse, o Limited Progress as of 2021 and 2023 SDG 6, 12, 15
divert waste away from landfills and incinerators.
2023 CSR 4 Some Progress

Relevant RRP measures being implemented
Reduce overall reliance on fossil fuels. Some Progress as of 2021 and 2022 and are being planned SDG 7,9, 13

as of 2023

Further accelerate the deployment of renewables by further
simplifying and digitalising permitting fo allow for additional wind Relevant RRP measures being planned as of
particularly offshore and solar electricity production, as well as Some Progress 2023 and 2024 SDG7,9, 13
promoting self-consumption and renewable energy communities.
Increase electricity interconnection capacity Limited Progress SDG 7,9, 13
and l_Jpg(ade the glectnc:ty 'transrnISSIon and distribution grids, Limited Progress Relevant RRP measures being planned as of SDG7,9, 13
enabling investment in electricity storage 2024
and digitalisation of the grid, including the faster roll-out of smart Some Progress SDG 7,9, 13
meters.
Accelerate investment in energy efficiency by promoting financial Relevant RRP measures being planned as of
schemes fo attract private investment and supporting households in Some Progress 2023 gp SDG1,2,7,10
need.
Step up policy efforts aimed at the provision and acquisition of skifls Some Progress Relevant RRP measures being planned as of SDG 4

Note:
* See footnote (20)

** RRP measures included in this table contribute to the implementation of CSRs. Nevertheless, additional measures outside
the RRP may be necessary to fully implement CSRs and address their underlying challenges. Measures indicated as ‘being
implemented’ are only those included in the RRF payment requests submitted and positively assessed by the European

Commission.
Source: European Commission.
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This Annex provides a snapshot of Portugal’'s
implementation of its recovery and resilience
plan (RRP), past the mid-way point of the
Recovery and Resilience Facility’'s (RRF)
lifetime. The RRF has proven central to the EU’s
recovery from the COVID-19 pandemic, helping
speed up the twin green and digital transition,
while adapting to geopolitical and economic
developments, and strengthening resilience
against future shocks. The RRF is also helping
implement the UN Sustainable Development
Goals and address the country-specific
recommendations (see Annex 2).

The RRP paves the way for disbursing up to
EUR 16.3 billion in grants and EUR 5.9 billion
in loans under the RRF over the 2021-2026
period, representing 8.4% of Portugal’s
GDP (2'). As of mid-May 2024, EUR 7.8 billion
has been disbursed to Portugal under the RRF,
comprising EUR 6.1 billion in grants and EUR
1.65 billion in loans.

Portugal still has EUR 14.4 billion available in
grants and loans from the RRF. This will be
disbursed after the assessment of the future
fulfilment of the remaining 361 milestones and
targets (%2) included in the Council Implementing
Decision (23) (CID), ahead of the 2026 deadline
established for the Facility.

Portugal’s progress in implementing its plan
is published in the Recovery and Resilience
Scoreboard (?*). The scoreboard gives an
overview of the progress made in implementing
the RRF as a whole. Graphs A3.1 and A3.2 show
the current state of play as reflected in the
scoreboard.

Portugal’s RRP includes a REPowerEU
chapter to phase out its dependency on
Russian fossil fuels, diversify its energy

(*¥) GDP information is based on 2023 data. Source:
https://ec.europa.eu/economy finance/recovery-and-
resilience-scoreboard/index.html?lang=en

(**) A milestone or target is satisfactorily fulfilled once a
Member State has provided evidence to the Commission
that it has reached the milestone or target and the
Commission has assessed it positively in an implementing
decision.

(23) https://data.consilium.europa.eu/doc/document/ST -
10149-2021-ADD-1-REV-1/en/pdf

(24) https://ec.europa.eu/economy finance/recovery-and-
resilience-scoreboard/country overview.html

ANNEX 3: RECOVERY AND RESILIENCE PLAN - IMPLEMENTATION

supplies and produce more clean energy in
the coming years. To kick-start the REPowerEU
chapter’s implementation, EUR 171.1 million
was disbursed as pre-financing on 21 December
2023. This helped the launch relevant reforms
like setting up the Energy Poverty Observatory.

The plan has a strong focus on the green
transition, dedicating 41.2% of the available
funds to measures that support climate
objectives and 21.1% of its total allocation to
support the digital transition. [t also retains a
strong social dimension with social protection
measures, especially related to social housing.

Table A3.1: Key facts of the Portuguese RRP

Initial plan QD adoption date 13 July 2021
Revised plan with ReRFowerBlJ
I chapter
Last major revision 17 October 2023
BUR16.3 billion in grants and
Total allocation B.R52 hillion in loans (84%
of 2023 AP
Investments and reforms 117 investments and
44 reforms
Total number of 463
milestones and targets
Fufilled milestones and targets 102 (22%of total)

Source: RRF Scoreboard

With three payment requests completed,
Portugal’s implementation of its RRP is
underway. However, timely completion
requires increased efforts. The Commission
gave a positive assessment of Portugal’s first and
second payment requests, taking into account
the opinion of the Economic and Financial
Committee. This led to EUR 1.2 billion being
disbursed in financial support on 9 May 2022
and EUR 1.8 billion on 8 February 2023 (25). The
related 58 milestones and targets covered
reforms and investments such as the National
Strategy  to Combat Poverty  digital
transformation of the public administration, and
the Banco Portugués de Fomento. There were
also reforms and investments in the areas of
health, taxation, investment and innovation,

(35) When requested payments are disbursed, the pre-
financing is cleared proportionally. The net amounts are
quoted here.
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qualifications and digital skills, forestry, the blue
economy, renewable gases and bio-economy and
waste management.

Graph A3.1: Total grants disbursed under the RRF

EUR 6.12 billion
(37%)

Total allocation: EUR 16.325 billion

Note: This graph displays the amount of grants disbursed
so far under the RRF. Grants are non-repayable financial
contributions. The total amount of grants given to each
Member State is determined by an allocation key and the
total estimated cost of the respective RRP.

Source: RRF Scoreboard

The most recent payment request, which the
Commission assessed positively on 13
December 2023, led to the disbursement of
EUR 2.5 billion on 28 December 2023. The
disbursement, combining the third and fourth
instalments, reflected the positive assessment of
44 out of 47 milestones and targets covering
among others the digitalisation of healthcare,
affordable housing, the business environment,
decarbonisation of transport, rural fire
prevention and the justice system. The
remaining target and two milestones on health
sector reforms and the reform of regulated
professions had not been satisfactorily fulfilled.
The Commission has therefore activated the
‘payment suspension’ procedure, as envisaged in
Article 24(6) of the RRF Regulation. Upon
provision of evidence within the period
stipulated in the provisions of the RRF
Regulation, the Commission will assess the
satisfactory fulfilment of the milestones and
target and, if appropriate, lift the suspension of
the payment.

Graph A3.2: Total loans disbursed under the RRF

EUR 1.65 billion
(28%)

Total allocation: EUR 5.891 billion

Source: RRF Scoreboard

As of 15 May 2024, Portugal is working
towards the payment request for the fifth
instalment of grants and loans. Table A3.2
highlights some relevant measures achieved so
far, and some that will be implemented before
2026 to keep making Portugal’s economy
greener, more digital, inclusive, and resilient.

Table A3.2: Measures in Portugal’s RRP
Reforms and Investments Implemented

+ National Hydrogen Strategy
+ Mental health reform
+ National Urgent and Temporary Housing Han

Upcoming Reforms and Investments

+ Alliances for Business Innovation
» Smplification of the tax system
* Energy effidency one-stop-shops for dtizens

Source: FENIX
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ANNEX 4: OTHER EU INSTRUMENTS FOR RECOVERY AND GROWTH

EU funding instruments provide considerable
resources for recovery and growth to the EU
Member States. In addition to the EUR 22.2
billion of Recovery and Resilience Facility (RRF)
funding described in Annex 3, EU cohesion policy
funds (2¢) provide EUR 22.6 billion to Portugal
for the 2021-2027 period (?7). Support from
these two instruments combined represents
around 16.88% of the country’s 2023 GDP,
compared to the EU average of 5.38% of
GDP (28). Cohesion policy supports regional
development, economic, social and territorial
convergence and competitiveness through long-
term investment in line with EU priorities and
with national and regional strategies.

During the 2014-2020 programming period,
cohesion policy funds boosted Portugal's
competitiveness, with tangible achievements
notably in research and innovation, water
supply, skills, social cohesion and workers’
adaptation to change. By the end of the
eligibility period in December 2023, 2014-2020
cohesion policy funds (29) had made EUR 23.5
billion available to Portugal (3°), of which EUR
13.3 billion has been disbursed since March
2020, when the COVID-19 pandemic began (31).
The achievements of cohesion policy funds
include support to over 47 000 businesses in
terms of R&D, innovation and digitalisation, and
improved water supply for more than 1.2 million
people so far. Annex 17 analyses the economic
and social dynamics, highlighting recent positive
trends in the country’s performance in regional

(%6) In 2021-2027, cohesion policy funds include the Cohesion
Fund, the European Regional Development Fund, the
European Social Fund Plus and the Just Transition Fund.

(?7) European territorial cooperation (ETC) programmes are
excluded from the figure. In 2021-2027, the total
investment, including national financing, amounts to EUR
30.9 billion.

(*®) RRF funding includes both grants and loans, where
applicable. The EU average is calculated for cohesion
policy funds excluding ETC programmes. GDP figures are
based on Eurostat data for 2022.

(39) In 2014-2020, cohesion policy funds included the Cohesion
Fund, the European Regional Development Fund, the
European Social Fund and the Youth Employment
Initiative. REACT-EU allocations are included but ETC
programmes are excluded.

(3 In 2014-2020, the total investment, including national
financing, amounted to EUR 29.8 billion.

(3%) Cut-off date: 14 May 2024.

innovation. During the same period, around EUR
580 million of funding from the European Social
Fund financed professional traineeships,
promoting quality employment for (re)qualified
unemployed people and job seekers, particularly
young people, through practical work
experience. With an initial 2023 target of
120 960 participants, the social inclusion and
employment operational programme had
already reached 129 969 adult and young
participants, of which 65620 of them were
young people not in education, employment or
training by the end of 2022.

In the current programming period (2021-
2027), cohesion policy will provide a further
boost to Portugal’s competitiveness, to the
green transition and to social cohesion,
improving the living and working conditions
of Portugal’s people. In 2021-2027, the
European Regional Development Fund and the
Cohesion Fund will boost innovation and
digitalisation by supporting over 16 000
companies and digitalising more than 300 public
institutions. Significant investments are planned
in energy efficiency, which are expected to
reduce energy use in public buildings, businesses
and homes by 13.8 million MWh/year. The Just
Transition Fund (JTF): i) provides further
economic diversification; ii) fosters job creation
in three territories affected by the energy
transition, following the closure of coal-fired
power plants in Sines (Alentejo Litoral) and Pego
(Médio Tejo) and a refinery in Matosinhos
(Metropolitan Area of Porto); and iii) promotes
the upskilling and reskilling of workers. The JTF
will help create 490 jobs and help provide
training courses to reskill and upskill workers
with the aim of finding new quality jobs for 590
workers affected by the decarbonisation of the
economy. These measures will help people
better overcome the challenges of the green and
digital transition. With this work, cohesion policy
substantially contributes to achieving the UN
Sustainable Development Goals (SDGs) in
Portugal, in particular SDG 9 (Industry,
innovation, infrastructure), SDG 8 (Decent work
and economic growth) and SDG 1 (No poverty).

Through combined action, cohesion policy
and the recovery and resilience plan (RRP)
have a mutually reinforcing impact in
Portugal. For instance, while the RRP has been
key in providing financial support for energy
efficiency measures in residential, private and
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central government buildings, the 2021-2027
regional programmes have focused on
investments into energy efficiency in regional
and local administration buildings. On
digitalisation of the public administration, the
combination of reforms and investments into
administrative modernisation and the digital
transition of the central administration, was
combined with support from cohesion policy,
particularly the 2021-2027 regional
programmes that financed the modernisation of
local and regional administrations, which
focused on new or significantly upgraded public
services reaping the benefits of digitalisation.
The RRP reforms that aim to modernise the VET
system are expected to provide successful
educational alternatives for young people, while
improving the low educational and qualification
attainment levels and tackling the high incidence
of workers lacking basic and digital skills.

Investments in infrastructure for building
specialised technology centres and the
modernisation of the public employment

service’s network of vocational training centres
is brought together with the support from the
European Social Fund Plus, which helps establish
and provide the training courses. The
demography, qualifications and inclusion
thematic programme is the main instrument to
help deliver these services during the 2021-2027
programming period. The contribution of
cohesion policy and the RRP across different
policy objectives is illustrated by Graphs A4.1
and A4.2.

Graph A4.1:Distribution of cohesion policy funding
across policy objectives in Portugal

-

= PO1 Smarter Burope
PO2 Greener BEurope

= PO3 Connected Burope
PO4 Social Europe

= PO5 Burope dloser to citizens
PC8 JTF spedific objective

Source: European Commission

The Technical Support Instrument (TSI)
helps Portugal invest 1in its public
administration and create a better enabling
environment for EU and national investment.
The TSI has funded projects in Portugal to design
and implement growth-enhancing reforms since

2017. The support provided in 2023 included,
for instance, help to implement the European
Child Guarantee and national smart cities/smart
territory strategy, and to boost capacities for
climate adaptation, particularly for preventing
and managing wildfires. The TSI is also helping
Portugal implement specific reforms and
investments included in its RRP, e.g. support to
adopt legislative and regulatory changes linked
to achieving the SDGs.

Graph A4.2:Distribution of RRF funding by pillar in
Portugal

= Creen transition

Digital transformation

7N

Each RRP measure helps achieve the aims of two of the six
policy pillars of the RRF. The primary contribution is shown
in the outer circle while the secondary contribution is
shown in the inner circle. Each contribution represents
1009% of the RRF funds. Therefore, the total contribution to
all pillars displayed on this chart amounts to 200% of the
RRF funds allocated to Portugal.

Source: European Commission

w Smart, sustainable and
Inclusive growth
Social & territorial cohesion

= Health & resilience

Next generation

Portugal also receives funding from several
other EU instruments including those listed
in Table A4.1. For a more complete view of
loans, see Table 4.2 on EU funded loans along
with complementary bilateral Member States-
funded loans given to Portugal in the context of
its past financial assistance programme and their
outstanding amounts.
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Table A4.1: Support from EU instruments in Portugal

EU grants
Amount 2014-2020 (EURmillion) Amount 2021-2027 (EURmillion)
Cohesion policy 235475 226024
RRF grants (1) - 16 3251
Public sector loan facility (grant
17.0
component) (2) -
Common agricultural policy (3) 11 8000 61270
BVFFBVIFAF (4) 3925 3786
Connecting Burope Facility (5) 7143 784
Horizon 2020 / Horizon Europe (6) 11561 7208
LIFE programme (7) 69 472

EU guarantees

BU Guarantee (EURmillion)

Volume of operations (EURmillion)

Buropean Fund for Strategic Investment

2015-2020 (8) 8775 28248
InvestEU 2021-2027 (9) 1264 3773
EU loans
Total amount
available (EUR
Period million) Disbursed amount (EUR million)

SURE (10) 2020-2022 62345 62345
RRF 2021-2026 5 891 16500

(1) RRF implementation period is 2021-2026.
(2) The public sector loan facility’s programming period is 2021-2025 and the amount reflects the national share in its grant

component reserved until the end of the period.

(3) Common agricultural policy programming periods are 2014-2022 and 2023-2027.

(4) EMFF - European Maritime and Fisheries Fund, EMFAF - European Maritime, Fisheries and Aquaculture Fund.
(5) Data on the Connecting Europe Facility covers transport and energy and has a cut-off date of 15 May 2024.

(6) Data on Horizon Europe (2021-2027) has a cut-off date of 13 May 2024.
(7) 2021-2027 data on the LIFE programme has a cut-off date of 15 May 2024.
(8) The amount of the EU guarantee signed under the EFSI Infrastructure and Innovation Window was derived based on the
signed amount of the operations and the average internal multiplier, as reported by the EIB (cut-off date is 31 December

2023).

(9) The amount of the EU guarantee and of the volume of operations signed under InvestEU includes the EU compartment as
well as the Member State compartments (cut-off date is 31 December 2023).
(10) SURE - European instrument for temporary support to mitigate unemployment risks in an emergency.

Source: European Commission

Table A4.2: EU / euro area loans under the 2010-2018 financial assistance programmes

Total amount
disbursed (EUR

Period billion) Cutstanding amount (EURDbillion)
European Financial Stability Facility 2011-2014 273 253
European Financial Stabilisation
Mechanism 2011-2014 243 223

Data include upfront retained amounts (prepaid margin, service fee). The cut-off date is 15 May 2024.

Source: European Commission
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ANNEX 5: RESILIENCE

Table A5.1: Resilience indices across dimensions for Portugal and the EU-27

PT PT |EU-27
Dimension 2023 2024 | 2024
RDB RDB RDB

Vulnerabilities

Overall resilience
Capacities

Vulnerabilities

Social and economic

Capacities
Vulnerabilities
Green
Capacities
Vulnerabilities
Digital
Capacities
Vulnerabilities
Geopolitical

Capacities

Distribution of indicators by vulnerabilities and capacities

100% . —
_ Vulnerabilities

o I High
80% Medium-high
Medium
Medium-low

60% B Low
40%

20%

v N

Vulnerabilities
(60 indicators)

Capacities

e
Medium-high
Medium

Medium-low
L |low

Capacities
(63 indicators)

(1) The synthetic indices aggregate the relative resilience situation of countries across all considered indicators. For an
indicator, each country’s relative situation in the latest available year is compared with the collection of values of that
indicator for all Member States and all years in the reference period.

Source: Resilience Dashboards - version spring 2024, data up to 2022

This Annex uses the Commission’s resilience
dashboards (RDB) (32) to show Portugal’'s
relative resilience capacities and
vulnerabilities (33) that may be of relevance
for societal, economic, digital and green
transformations, and dealing with future
shocks and geopolitical challenges. (34)

According to the RDB’s set of resilience
indicators, Portugal has overall medium
vulnerabilities, on a par with the EU average,
and overall medium capacities, below the EU
average. For capacities, the trend is stable with
respect to last year, but there have been some
improvements in vulnerabilities, and some
deteriorations. This is reflected in the
distribution of indicators across different
resilience categories. Around 35% of all

(32) Https://ec.europa.eufinfo/strategy/strateqic-
planning/strategic-foresight/2020-strategic-foresight-
report/resilience-dashboards en. Resilience is defined as
the ability not only to withstand and cope with challenges
but also to undergo transitions, in a sustainable, fair, and
democratic manner. 2020 Strategic Foresight Report:
Charting the course towards a more resilient Europe
(COM(2020) 493).

(33) Vulnerabilities describe features that can exacerbate the
negative impact of crises and transitions, or obstacles that
may hinder the achievement of long-term strategic goals,
while capacities refer to enablers or abilities to cope with
crises and structural changes and to manage transitions.

(3%) This Annex is linked to Annex 1 on SDGs, Annex 6 on the
green deal, Annex 8 on the fair transition to climate
neutrality, Annex g on resource productivity, efficiency
and circularity, Annex 10 on the digital transition and
Annex 14 on the European pillar of social rights.

vulnerability indicators fall into the low or
medium-low category, around 30% fall into the
medium category, and less than 35% into the
medium-high or high category. The distribution
is similar for the capacity indicators.

Portugal has maintained its medium
capacities and vulnerabilities in the social
and economic dimension with respect to
2023. Despite some improvements in terms of
social and economic vulnerabilities, thanks to a
decrease in the long-term unemployment rate
and the non-financial corporation debt to GDP
ratio, the country remains at medium
vulnerability level with one of the highest
projected old-age dependency ratios. In terms of
social and economic capacities, Portugal’s
household saving rate has decreased, but its
employment rate has increased, putting its
overall capacities at the same level as in the 2023
RDB.

With respect to the 2023 RDB, Portugal has
maintained its medium capacities and
vulnerabilities in the green dimension.
Although overall green vulnerabilities are
comparable to the EU average, Portugal has a
relatively low GHG emissions per capita rate and
the lowest waste generation rate in the EU. At
the same time, it has high vulnerabilities related
to its renewable freshwater resources and high
consumption footprint per capita. Among its
capacities, Portugal has the EU’s lowest e-waste
recycling rate, one of its highest soil carbon
contents, and relatively low environmental
protection expenditures.
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In the digital dimension, Portugal has
medium  vulnerabilities and medium
capacities which decreased compared to the
2023 RDB. Regarding its digital vulnerabilities,
access to broadband internet for rural areas and
access to digital public services remain low. On
the digital capacities side, the number of
information and communication (ICT)} Master’s
graduates is among the lowest in the EU,
alongside rather low cybersecurity awareness.

Portugal’s geopolitical vulnerabilities have
increased and its geopolitical capacities
remained stable. Its geopolitical vulnerabilities
have increased, in line with the general EU
deterioration, the main reason being military
expenditures, a long way away from the goal of
2% of GDP. Portugal’s geopolitical capacities
have remained stable, with some improvements
in intra-EU trade in energy and the proportion of
non-EU citizens employed in Portugal.
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ENVIRONMENTAL SUSTAINABILITY

ANNEX 6: EUROPEAN GREEN DEAL

Portugal has made progress in the green
transition, with more action needed to
address potential losses from climate hazards, on
sustainable water management, biodiversity and
ecosystem protection, and other areas. This
Annex provides a snapshot of climate, energy,
and environmental aspects of the transition in
Portugal (35).

Portugal’s draft updated national energy and
climate plan (NECP) provides information on
the investment needed to achieve its 2030
climate and energy targets for some policies
and measures only. Portugal expects high
investment needs for retrofitting buildings,
electrification, alternative fuels in industry,
electrifying the transport sector and power
generation from renewable energy sources. The
plan outlines the main sources of public, incl. EU,
funding for key policies and measures. While
private capital is not specifically mentioned, the
plan refers to initiatives to stimulate private
financial flows. Since a budgetary overview is
lacking, potential funding gaps cannot be
pinpointed (3¢).

Portugal is projected to reach its 2030 effort
sharing target with the policies and measures
currently in place (37). In 2022, Portugal’s
greenhouse gas emissions from its effort sharing
sectors are expected to be 16.8% below 2005
levels. Current policies are projected to reduce
these emissions by 38.5% from 2005 levels,
which is 9.8 percentage points over Portugal’s
target to achieve a 28.7% reduction. Portugal is
therefore expected to exceed its effort sharing

(35) This Annex is complemented by Annex 7 on energy
transition and competitiveness, Annex 8 on the fair
transition to climate neutrality, Annex g on resource
efficiency, circularity, and productivity, and relevant topics
in other annexes to this country report.

(3%) See the Commission’s (2023) assessment of the draft
national energy and climate plan of Portugal.

(37) The national greenhouse gas emission reduction target is
laid down in Regulation (EU) 2023/857 (the Effort Sharing
Regulation). The aim is to align action in the sectors
concerned with the objective to reach the EU-level
economy wide target of greenhouse gas reductions of at
least 55% compared to 1990 levels. The target also applies
to the sectors outside the current EU Emissions Trading
System, notably buildings (heating and cooling), road
transport, agriculture, waste, and small industry (known as
the effort sharing sectors).

target with existing measures. Additional
policies considered by Portugal are projected to
add a further 3.5 percentage points, resulting in
a 42% reduction in effort sharing emissions
compared to 2005 (38). In its draft updated NECP,
Portugal confirms its commitment to achieve
climate neutrality by 2050.

Graph A6.1:Greenhouse gas emissions from the
effort sharing sectors in Mt CO2eq, 2005-2022
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Source: European Environment Agency

There is scope for increasing Portugal’s
renewable energy ambition in its final
updated NECP (3°). Currently set at 49% by
2030 in its draft updated NECP, Portugal’s
renewable energy target is slightly below the
required contribution of 51%. Its energy
efficiency contributions of 16.71 Mtoe in primary
energy consumption and 14.37 Mtoe in final
energy consumption for 2030 set in the draft
updated NECP match those required by the
Energy Efficiency Directive.

(3®) The effort sharing emissions for 2022 are based on
approximated inventory data. The final data will be
established in 2027 after a comprehensive review.
Portugal’s draft updated NECP does not provide emission
projections for the effort sharing sectors. The information
on projections of effort sharing emissions ‘with existing
measures’ (WEM) and ‘with additional measures’ (WAM) is
based on the latest data that had to be reported by 15
March 2023 under Article 18 of Regulation 2018/1999 (the
Governance Regulation).

(3%) The EU target set out in the revised Renewable Energy
Directive is to have 42.5% of gross final energy
consumption coming from renewable energy sources by
2030, with the aspiration to reach 45%. The formula in
Annex | to Directive (EU) 2023/1791 sets the indicative
national contribution for Portugal at 15.164 Mtoe for
primary energy consumption and 13.41 Mtoe for final
energy consumption. See the Commission
Recommendation of 18.12.2023 to Portugal.
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The transition to sustainable transport is
slowly gaining ground in Portugal (*°). Both
passengers and land freight are predominantly
transported by road. Passenger cars account for
91% of distances travelled, and 88% of freight is
transported by road. At 1.2% of the passenger
vehicle fleet in 2022, the uptake of electric cars is
close to the EU average. The country’s 7 200
publicly accessible charging points provide a
charging point for every 18 e-vehicles, far below
the EU average of 1:10. 71% of Portugal's rail
network is electrified.

Without further efforts, Portugal will not
meet its 2030 target for carbon removals
through and use, land use change and
forestry (LULUCF). Its forests are responsible
for a major share of net carbon removals and
seem to have recovered from the decreased
natural carbon sink over 2009-2017 caused by
severe forest fires, among other phenomena. To
reach the 2030 LULUCF target, additional carbon
removals of 968 ktCOZ2eq are needed (41).
However, according to the latest projections,
Portugal is expected to fall short of this
figure (#2).

Portugal faces water management challenges
due to climate change and has a wide climate
protection gap against wildfires (*3). Portugal
remains vulnerable to climate change-related
extreme events such as floods, coastal erosion,
droughts and heatwaves, with a moderate
climate  protection gap overall = Water
management continues to be a major challenge,
as Portugal is among the most drought-affected
EU countries. Agriculture, forestry, biodiversity,
the energy sector, buildings, tourism and health
are all affected. Lower annual rainfall and its
increased variability reduce river flows, affect
the recharge of aquifers and increase the risk of
flooding. New weather patterns are expected to
cause more, longer and more intense heat waves,
major fires in rural areas, and unpredictable

(4°) Unless otherwise indicated, data in this section refer to
2021. See European Commission, 2023, EU transport in
figures, transport.ec.europa.eu.

(41) National LULUCF targets of the Member States in line
with Regulation (EU) 2023/839.

(42) Projections submitted in Portugal’s draft updated national
energy and climate plan, 2023.

(43) On the climate protection gap, see the annotations to
Table A6.1.

extreme local weather events. Portugal has
increased its adaptive capacity by strengthening
its legal framework and implementation of
adaptation policy measures. It is finalising a
national roadmap for adaptation until 2100, that
assesses the impacts of global warming and
outlines the corresponding adaptation needs.
This roadmap will focus on hydrological balance,
forest fires, agroforestry, sea level rise, coastal
erosion, and storm surges (#4).

Despite recent progress, Portugal’s water
sector continues to face major challenges,
especially in the areas of water governance,
water body rehabilitation and water efficiency.
Further infrastructure investment would help
improve water management, such as in
wastewater collection and treatment, reduction
of leaks in the networks and general water
supply, improving monitoring (quality and
quantity), as well as in nature-based solutions
and river restoration. Portugal also has untapped
potential in water reuse. Portugal has not yet
adopted its third River Basin Management Plans
(RBMPs) under the Water Framework Directive
or its second Flood Risks Management Plans
under the Floods Directive, which were due in
March 2022. The water exploitation index plus
(WEI+) stood at 11.4% in 2019 (*5). On average,
6.4% of Portugal’'s area was impacted by
droughts in 2000-2020. This proportion rose to
34.8% in 2022 - a very dry year. In terms of
water quality, 52% of all surface water bodies
reached good ecological status, and only 25%
reached good chemical status, although slightly
better than the EU average (46). Portugal’s

marine waters are not yet in a good
environmental status, as tracked by the
descriptors used in the Marine Strategy

Framework Directive according to the latest data
reported for its marine strategy (7).

(44) See  the Commission’s 2023 assessment and
recommendation on Portugal's progress on climate
adaptation.

(45) WEI+ values above 20% are generally an index of water
scarcity and values above 40% indicate that stress is
severe and freshwater use unsuitable.

(46) Data from the third RBMPs are not yet available.

(#7) The next reporting on the state of the marine environment
is due in October 2024. See also Portugal - Marine

1europa.eu}.
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There is clear room for improvement on
biodiversity and nature protection and
restoration. Portugal boasts a rich biodiversity,
and 20.6% of its territory belongs to the EU
Natura 2000 network (EU average: 18.5%).
However, some species and habitats, particularly
in the marine environment, are not sufficiently
protected. Therefore, Portugal would benefit
from extending its Natura 2000 network with
additional designations, particularly for marine
sites. Overall, the status of natural habitats and
species covered by the Habitats Directive has
improved in Portugal, although many are still in
a poor or unfavourable condition. According to
the latest available data, only 24% of habitats
and 27% of species are in a good conservation
status. Portugal’'s common farmland bird index
decreased from 104 in 2011 to 94 in 2020.

On air pollution, Portugal presents a mixed
picture. While emissions of several air
pollutants have fallen in recent decades, air
quality continues to be a cause for concern,
mainly as regards nitrogen dioxide. In particular,
personal transport exacerbates problems with
air quality and traffic congestion in the
Portugal’s major metropolitan areas, affecting
health and the economy. A comprehensive
approach is needed to tackle the problem of air
pollution, which is related to environmental but
also climate, energy and transport issues. These
measures would also improve the country’s
compliance with the Noise Directive.

Graph A6.2:Changes in livestock density and
organic farming
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Livestock unit (LSU)/ha of UAA: it measures the stock of
animals (cattle, sheep, goats, equidae, pigs, poultry and
rabbits) converted in LSUs per hectare of UAA.

Source: Eurostat

Portugal has the opportunity to accelerate
the transition of its agri-food system to an
environmentally sustainable model. The value
of the agricultural sector’s annual output
increased, with some fluctuations, from EUR 7.3
billion in 2015 to 8.3 billion (*¢) in 2023.
Portugal has recently stepped up its organic
farming, which reached 19.3% of utilised
agricultural area (UAA) in 2021 (EU average:
9.1%) (*°). While most EU Member States
lowered their livestock densities between 2010
and 2020, Portugal’s livestock density index rose
from 0.59% to 0.63%, though this is still below
the EU average of 0.70%. However, regional
differences remain and the most consistent
increase in the number of livestock units was
reported in the Centro and Alentejo regions
where extensive livestock farming still prevails.
Overall, the agricultural sector was responsible
for 84.9% of total ammonia emissions in 2021
(EU average: 90.7%). In Portugal, 13% of UAA is
composed of irrigated land, and the water
abstracted for agricultural purposes accounted
for 72.9% of total abstraction in 2019, making
agriculture the biggest user of water resources.

Agriculture remains a major source of water
pollution despite the improvement of last
years. The latest figures for the gross nitrogen
balance on agricultural land in Portugal show a
consistent nitrogen surplus, with an average of
45.2 kg of nitrogen per hectare per year in 2019
- a decrease compared to 2018 levels. The
content of nitrate in groundwater exceeds the EU
average (22.6 mg nitrate/1 vs 20.5}, and 17.5% of
groundwater monitoring stations had levels
above the maximum of 50 mg nitrate/l. The
country also shows a phosphorous surplus, with
an average of 5.8 kg/ha. Some waterbodies are
also affected by pesticide contamination,
although the level is below the EU average.
According to the impact assessment for the Soil
Monitoring Law (°¢), 18% of Portuguese soil
could be considered as unhealthy (51). Soil

(48) Production value at basic price (2015=100).
(49) In 2020. 2021 data are not available.

(5°) SWD 417 final of 05.07.2023 - impact assessment for the
Directive of the European Parliament and of the Council
on Soil Monitoring and Resilience (Soil Monitoring Law),

(cfr. pg. 10, pg. 189-199, pg. 835-845).

(5 However, not all soil degradation processes could be
quantified for all land uses. This number simply indicates
an order of magnitude.
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erosion affects 60% of cropland area, while
topsoil compaction affects 4% of the national
territory. However, conservation tillage
practices, which increase soil organic carbon,
covered 51% of Portugal’s tillable area in 2016,
the second highest share in the EU.

Portugal would benefit from investing more
in addressing environmental challenges.
According to the latest estimates, the overall
environmental investment needs for 2021-2027
are at least EUR 6.0 billion per year, while the
financing baseline stands at EUR 4.3 billion. This
is a smaller gap than in the previous financing
period, equivalent to EUR 1.7 billion. The annual
investment gaps for sustainable water
management and circular economy and waste
rose to EUR 487 million and EUR 472 million
respectively, while the investment gaps for
biodiversity and ecosystems and pollution
prevention and control decreased to EUR 479
million EUR 242 million respectively.

Graph A6.3:Environmental investment gap, annual
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The numbers are computed by the European Commission
based on the latest internal reports, Eurostat, EIB and
national data sources.

Source: European Commission
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Table A6.1: Indicators tracking progress on the European Green Deal from a macroeconomic perspective

Progress to dimate and energy policy targets
Greenhouse gas emission redudtionsin effart sharing sectors M Gy % PP 486358 | -15% -21% -17% 7% | 2% 10 13
Net greenhouse gas removals from LULUCGF @ K QCPeq 3489 -4.499 -4707 -6021 5925 | 1358 na na
Share of energy from renewable sources (1) © % 20% 31% 4% 34% 3%% | 51%
Fnergy efficdency: primery energy consunrption® Moe 249 21 195 195 208 152
Erergy effidency: final energy consumption © Moe 190 1741 150 157 167 144
Green transition: mobility
Greenhouse gas emissions; road transport M Qe - - - 156 165 7690 7866 104
Share of zero-emission vehides in new registrations % 20 31 54 9 114 9 121 na
Nurrber of publidy accessible AQDC charging points - - 2515 3676 6509 | 299178 446956 na
Share of electrified rallways % 644%  671%  671% 709% 561% - na
Green transition: buildings
Geerhouse gas emissions: buildings M Qe - - - 45 41 5370 4867 43
Final energy consumption in buildings 2015=100 1029%  1028% 1013%  1021%  1049% | 1040%  972%
Climate adaptation
Qimate protection gap® soore 1-4 = = 20 20 18 15 15 na
State of the environment
Water | V\ater exploitation index (WE+) (1) @ %0f renewable frestwater 213 114 - - - 36 - -
Circular economy | Meterial footprint @ tonnes per person 167 172 156 170 169 142 148 149
Pollution | Yeers of lifelost due toair pdiution by V25 ®  per 100000 hebitants 280 270 265 21 - 545 584
Biodiversity | Habitats in good conservation status % 237 147

Qommon farmiand bird index % 2000=100 93 95 A - - 78
Green transition: agri-food sector
Organic farming % total utilised agricutural areal 568 739 805 1931 - 91
Nitrates in groundwater mg NOylitre - - 2042 -
Food waste per capita Kg per capita 176 181 - 130 131 -
Share of soil In poor health " % 18 41
Soil organic metter in agricultural land % M perha 67 794

Sources: (1) Member States’ emission data for 2019 and 2020 are in global warming potential (GWP) values from the 4th
Assessment Report (AR4) of the Intergovernmental Panel on Climate Change (IPCC). Member States’ 2005 base year
emissions under Regulation (EU) 2018/842, emissions data for 2021 and 2022, and 2030 projections are in GWP values from
the 5th Assessment Report (AR5) of the [PCC. 2021 data are based on the final inventory reports, 2022 data are based on
approximated inventory reports and European Environmental Agency’s calculation of effort sharing emissions. The final data
for 2021 and 2022 will be established after a comprehensive review in 2027. The 2030 target is in percentage change of the
2005 base year emissions. Distance to target is the gap between the 2030 target and projected effort sharing emissions with
existing measures (WEM) and with additional measures (WAM), in percentage change from the 2005 base year emissions.
The measures included for the 2030 emission projections reflect the state of play as reported in Member States' draft
updated national energy and climate plans or, if unavailable, as reported by 15 March 2023 as per Regulation 2018/1999. (2)
Net removals are expressed in negative figures, net emissions in positive figures. Reported data are from the 2024
greenhouse gas inventory submission. 2030 value of net greenhouse gas removals as in Regulation (EU) 2023/839 - Annex
[Ia. (3) The 2030 national objectives for renewable energy and energy efficiency are indicative national contributions, in line
with Regulation (EU) 2018/1999 (the Governance Regulation), the EU-level 2030 renewable energy target set out in
Directive EU/2018/2001 amended by Directive EU/2023/2413 (the revised Renewable Energy Directive) - 42.5% of gross
final energy consumption with the aspiration to reach 45% -, and the formula in Annex I to Directive (EU) 2023/1791 (the
Energy Efficiency Directive). (4) Passenger battery electric vehicles (BEV) and fuel cell electric vehicles (FCEV). (5) The
climate protection gap refers to the share of non-insured economic losses caused by climate-related disasters, based on
modelling of the risk from floods, wildfires, windstorms, and the insurance penetration rate. Scale: 0 (no protection gap) -4
(very high gap) (European Insurance and Occupational Pensions Authority, 2022). (6) Total water consumption in renewable
freshwater resources available for a territory and period. (7) Material extractions for consumption and investment. (8) Years
of potential life lost through premature death due to exposure to particulate matter with a diameter of less than 2.5
micrometres. (9) Share of habitats in good conservation status according to the records submitted under Art. 17 of the
Habitats Directive (Directive 92/43/EEC) for 2013-2018. (10) Multi-species index measuring changes in population
abundances of farmland bird species. (11) Source: annex 12 of the Commission’s proposal for a soil monitoring law, SWD
(2023) 417 final. (12) Estimates of organic carbon content in arable land.
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This Annex (52) sets out Portugal’s progress
and challenges in accelerating the net-zero
energy transition while bolstering the EU’s
competitiveness in the clean energy
sector (53). It considers measures and targets
put forward in the draft updated National Energy
and Climate Plans (NECPs) for 2030 (54).

Graph A7.1:Portugal’s energy retail prices for
households and industry & service
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(1) For industry, consumption bands are I3 for gas and IC
for electricity, which refer to medium-sized consumers and

provide an insight into affordability
(2) For households, the consumption bands are D2 for gas
and DC for electricity

(3) Industry prices are shown without VAT and other
recoverable taxes/levies/fees as non-household consumers
are usually able to recover VAT and some other taxes
Source: Eurostat

Average retail energy prices have dropped
significantly in Portugal in the first half of
2023, dipping below the levels recorded in
December 2022, but alike the EU trend
average electricity prices increased in the

(3?) It is complemented by Annex 6 as the European Green
Deal focuses on the clean energy transition and by Annex
8 on the action taken to mitigate energy poverty and to
protect the most vulnerable groups, complementing
ongoing efforts under the European Green Deal,
REPowerEU and European Green Deal Industrial Plan.

(53) In line with the Green Deal Industrial Plan and the Net-
Zero Industry Act.

(54) Portugal submitted its draft updated NECP in June 2023,
and the Commission issued an assessment and country-
specific recommendations on 18 December 2023.
Commission Recommendation, Assessment (SWD) and
Factsheet of the draft updated National Energy and
Climate Plan of Portugal - European Commission

1euroga.eu!.

ANNEX 7: ENERGY TRANSITION AND COMPETITIVENESS

second half of 2023. As of the second halves of
2023, average household gas prices in Portugal
started declining more slowly than the EU
average, with prices still exceeding pre-crisis
levels. By contrast, average household electricity
prices fell more sharply than the EU average,
stabilising at pre-crisis levels (5°). Following a
peak in the second halve of 2022, industrial
consumers saw a gradual decline in both average
gas and electricity prices, each dipping by 40%
and 14% in the second half of 2023, while the
electricity price gap moved further away from
the EU average. In relative terms, electricity
prices for non-household consumers did not
increase significantly compared to the US and
Japan. This suggests that the international
competitiveness of energy-intensive industries
in Portugal should not be adversely affected.

Graph A7.2:Trends in electricity prices for non-
household consumers (EU and foreign partners)
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(1) For Eurostat data (EU and PT), the band consumption is
ID referring to large-sized consumers with an annual
consumption of between 2 000 MWh and 20 000 MWHh, such
as in electricity intensive manufacturing sectors, and gives
an insight into international competitiveness
(2) JP = Japan

Source: Eurostat, [EA

Some measures giving final consumers direct
energy support implemented since the outset
of the energy crisis do not focus the support
on the most vulnerable households or
companies. Since 2016, all households that meet
certain socio-economic requirements can benefit
from the social tariff. The scope of entities that
will finance the social tariff was recently
expanded, and their number increased, to cover
not only producers but also suppliers and
consumers who purchase electricity directly on

(55) As a consequence of increased renewable energy in the
electricity mix and lower price of gas.
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the wholesale market, without

intervening.

suppliers

Consumer empowerment in the electricity
and gas markets is significant, but the
deployment of smart meters is still below the
EU average, and energy communities still face
some implementation challenges. In 2022,
almost all household consumers’ electricity and
gas contracts were fixed-price contracts (56).
Switching rates in electricity were stable, at
around 15%, while in gas they increased, from
less than 15% in 2021 to almost 23% in 2022,
and switching procedures are quick. In 2022,
73% of final household consumers had smart
meters (EU average 80%). The existence of
administrative and security-related
requirements obstructs the implementation of
renewable energy communities, as does the
bureaucratic complexity of the creation process.
Energy communities are beneficiaries from
investment measures under Portugal’s national
recovery and resilience plan (RRP).

Portugal has strengthened the security of its
gas supply while increased renewables in the
energy mix has limited its energy imports
dependency. Portugal has reduced its energy
dependency on non-EU countries, from 70% in
2013 to 59% in 2021. Fossil fuels represented
over 69% of the national energy mix in 2022 and
their share in the electricity mix reduced from
40% in 2022 to 27% in 2023 (57). With the
commissioning of the Sines LNG terminal and the
increase in the underground storage capacity of
Carrico, Portugal has accelerated the
diversification of its portfolio of suppliers. It also
cut its gas demand between August 2022 and
August 2023 by 20% compared with the average
of the previous 5 years. Portugal has 3.57 TWh of
underground gas storage at the Carrigo facility,
with a total capacity of around 0.32 bcm,
representing almost 6% of its annual gas
consumption in 2022. Portugal fulfilled its gas
storage obligations last winter, reaching 107%
by 1 November 2023, and ended the winter
season with a storage filled at 86.91% by 1 April
2024.

(58) All consumer empowerment data are from the ACER
Market Monitoring report 2023, i.e. based on data
covering 2022
https://www.acer.europa.eu/Publications/2023 MMR Ene
rgy Retail Consumer Protection.pdf.

(57) Ember data on electricity mix.

With over 30% renewables in the energy mix
and 73% in the electricity mix in 2023 (59),
renewable installed capacity increased by 1.3
GW in 2023, driven by the significant
increase in solar power, in particular
photovoltaics (59), but further progress is
needed (69). Portugal has ambitious
development plans to cover at least 85% of gross
electricity consumption with renewable energy
sources by 2030. In 2022, total solar and wind
installed capacity in Portugal increased
respectively by 54% and by 0.5% compared to
2021 (¢1) (4%). Portugal intends to develop 2 GW
of offshore wind by 2030 (and allocate 10 GW of
installed capacity to be developed after
2030) (63), and 0.2 GW of wave energy. This
target is below the one set out in the non-binding
EU Sea Basins Agreement of January 2023, to
which Portugal is a party.

Graph A7.3:Portugal’s installed renewable
capacity (left) and electricity generation mix
(right)
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(1) "Other" includes solid biofuels, renewable municipal
waste, geothermal energy, biogas and geothermal energy
Source: IRENA, Ember

Portugal has made significant progress in
implementing reforms to accelerate the

(58) The energy mix is based on gross inland consumption.

(59) In 2023, solar power accounted for 10% of the electricity
mix and wind 29%, while Portugal imported 22% of its
electricity from Spain.

(8°) See Annex 6 and the assessment of the draft of the PT
NECP update.

(5%) IRENA report Renewable Energy Statistics 2023, whose
data might differ from Eurostat data because of using a
different methodology for calculating AC and DC <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>