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In the report entitled Global Trends 2030 — citizens in an interconnected and

polycentric world, edited by Alvaro Vasconcelos, three mega-trends were identified for

the evolution of global society until 2030: the empowerment of individuals, greater

human development with rising inequality, climate change and scarcity of natural

resources, and, finally, the emergence of a polycentric world with concomitant

regulatory challenges.

According to the report, these three mega-trends operate through concrete

manifestations, some of which are economic in nature. Thus, the empowerment of

individuals operates, in part, by a global expansion of the middle classes. However, this
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expansion, as well as the expected increase in human development, are to be
accompanied by increased inequality and persistent pockets of poverty. Regarding the
more developed countries, the report draws attention to the potentially long-lasting
negative effects of the 2008 crisis on quality of life, poverty, outward migratory flows
and brain drain. Finally, the report notices the increasing impact of environmental
destruction and, especially, of climate change and scarcity of natural resources.

During the nine sessions of the conference cycle Global Trends 2030: the futures for
Portugal, held at Serralves Foundation between September 2015 and February 2016,
José Manuel da Fonseca Moura also noticed the profound technological transformations
affecting present consumption and production, in what he termed “the fourth industrial
revolution”. Renato Janine, on the other hand, mentioned that the secret for a
sustainable democracy is in the economy, namely in its ability to sustain the aspirations
of the population. Finally, Carlos Lopes challenged us to pay attention to Africa, and to
its noteworthy recent development and growth, which are expected to last for decades.
On June 29, 2016, a seminar was held to discuss the reports of a group of experts
inspired by the several conferences. Then, Fernando Alexandre reminded us of the
challenges of high external debt to the Portuguese economy, whereas Luisa Schmidt
brought to the fore the untapped potential of endogenous resources, and the great
sectorial transformations currently affecting the Portuguese economy.

The present article takes these contributions as a point of departure for reflecting on
the opportunities and challenges facing the Portuguese economy in the next fifteen
years. To this end, we will first make a brief note on the economic growth that is
expected to characterize the Portuguese economy until 2030, and how it compares with
that of other European countries. Afterwards, we identify and discuss a few topics we
believe will take centre stage in the Portuguese public space during the next few years,
viz. public accounts, external debt, unemployment, low levels of education and skills,
dependency on foreign sources of energy and the challenge of climate change. We also

discuss a few trends in the fields of education and inequality.

Economic growth until 2030

The divergence of the Portuguese economy from that of its counterparts is not a
recent phenomenon. Indeed, on the brink of modern economic growth, in the early

decades of the nineteenth century, income or gross domestic product (GDP) per capita
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of the Portuguese economy hovered around 60% of that of the most prominent
economies of North and Central Europe (Table 1). This difference widened over the
nineteenth and early twentieth centuries, as the Portuguese economy grew more slowly
than that of its counterparts, and it stagnated in the 1930s at a level of income per capita
of just over one third of that of those economies. The Portuguese economy began
converging with Central and Northern Europe in the 1950s, and by 1973 income per
capita in Portugal was, again, back to about 60% of that of Central and Northern
Europe. Until the late 1990s, the Portuguese economy boasted higher growth rates than
that of its counterparts, and by the year 2000 per capita income in Portugal had
converged to about 70% of those countries’ average. Since then, however, the growth of
income per capita in Portugal has been slower than that of Central and Northern Europe,
thus diverging from that of the latter. In 2010, it was only 65% of their average.

Table 1: Ratio of Portuguese GDP per capita with that of a selection of countries. Source: Maddison
Project

Northern and Central

. Leading Economy”
European countries' g y

1820 60.4% 44.5%
1914 36.2% 25.5%
1930 36.0% 25.3%
1945 43.7% 15.4%
1950 42.2% 21.8%
1973 58.5% 42.3%
1980 57.6% 43.3%
1990 64.5% 46.7%
2000 69.2% 48.5%
2005 66.4% 46.0%
2010 65.5% 46.8%

! Austria, Belgium, Denmark, Finland, France, Germany, centre and north of
Italy, Netherlands, Norway, Sweden, Switzerland, United Kingdom
2Until 1914: United Kingdom. Since 1914: United States of America.

After the crisis that has beset the Portuguese economy in recent years, economic
growth is now seen as a "matter of urgency"'. However, even according to the most
optimistic forecasts, growth rates in the coming years are likely to be inferior to those
observed after Portugal joined the European Economic Community. Generally,
projections for the next decade and a half point to a moderate growth of the Portuguese

economy. According to the Organization for Economic Co-operation and Development

(OECD), Portuguese GDP per capita is expected to grow around 1.4% per year in real

"IMF - Country Report 13/19
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terms. This organization thus projects for Portugal one of the lowest rates of the
European Union (EU), and below the projected average for the OECD economy as a
whole, which should grow at about 1.7% per year. Thus, the process of divergence of
Portugal from its counterparts, in action since the beginning of the century, is likely to

continue operating until at least 2030.

The State and Public Accounts

Since the Carnation Revolution, the Portuguese State has deepened its welfare
functions. This has caused a significant growth in the value created by the Portuguese
State with the provision of healthcare or educational services, for example, and in the
value of transfers to pensioners and welfare recipients. This increase has been

significant not only in absolute terms, but also as a share of GDP (Figure 1).

Figure 1: Public expenditure as % of GDP on a selection of headings. Source: Pordata

25,0
20,0
Other Social Benefits
15,0 m Pensions for Old Age, Disability
and Bereavement
- .
10,0 Education
m Health
5,0
0,0
~ N —w o0 >~ O — 0wV > N> —~ N
> 00 0 0 0 0 O O O oo o o o o o — —
(=) Wie )N e e NN e N e e Nl e e el o el o =R el
—_ e e e e e e e = = = = N NN NN

Recent demographic trends for Portugal are leading to a smaller, more aged,
population. The ageing of the Portuguese population will be accompanied by a decline
in the share of the labour force in total population. At the same time, forecasts project
GDP per capita to grow until 2030, which indicates that the increase in productivity of
the employed population will more than compensate for the reduction in the proportion
of workers. Thus, the challenges to the Portuguese Welfare System, inevitably caused
by an ageing population, are not a matter of income, but of choices regarding the

transfer of income from the employed to the retired population. Whatever collective
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choices are made, it seems likely that the weight of pension transfers will increase in the
coming decades.

Expenditure on healthcare and educational services has been stable in recent years
(Figure 1). However, changes to the age structure of the population indicate that there
might be an increase in healthcare expenditures in the medium-term. This might be
offset by a reduction in public spending on education, due to the reduction in the
number of school-age people. However, as discussed below, Portugal suffers from low-
levels of formal education, so any reduction in the number of school-age people might
be offset by an increase in the proportion of such people who receive some sort of
education or training.

As the Portuguese State increased its spending, there has arisen a chronic deficit in
public accounts. Indeed, since 1975, Portugal has only recorded fiscal deficits of less
than 3% of GDP in 6 years, all post-1996, and is undergoing since 2009 an Excessive
Deficit Procedure, as contemplated in the Stability and Growth Pact. The difficulties in
controlling deficit spending should remain in the coming years.

Finally, as far as public debt is concerned, its value exceeded the threshold of 60% of
GDP in the early 2000s. Following the 2008 crisis, there was an upsurge in this
indicator, which surpassed 100% in 2011 and reached a peak of around 130% in 2014
(Figure 2). A debt of this order of magnitude raises challenges that will greatly limit the

possibilities of intervention by the Portuguese State in coming years.

Figure 2: Public debt as% of GDP. Source: Pordata
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External Debt

Any discussion of public debt should be followed by a reflection on external debt, i.e.
debt to non-domestic creditors.

Since the beginning of this century, Portuguese (net) external debt has grown from
around one-fifth of GDP to values that surpass it (Figure 3). External debt grows,
roughly, when domestic output is not enough for the consumption and public and
private investment of residents. If external financing is an efficient way for the economy
to finance the investment needed for its development, high debt exposes the national
economy to funding crises and to the burden of high interest rates.

The recent growth in Portuguese public debt results both from growth in public debt
and from the growth in household and corporate indebtedness. The reduction in private
savings, in turn, is the result of easy access to credit, and of the widening of the State's

welfare function, which reduces traditional incentives to savingz.

Figure 3: Portuguese net external debt as% of GDP (current prices). Source: Pordata
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Current levels of external debt can only be met with an increase in domestic savings.
This requires not only a reduction in public deficit spending and debt, but also a

reduction in corporate and household indebtedness.

2 ALEXANDRE, F., AGUIAR-CONRARIA, L., & BACAO, P. - Crise e Castigo: os Desequilibrios e o
Resgate da Economia Portuguesa, p. 74
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Labour Market: Unemployment and Skills

Unemployment

In addition to the personal and social suffering that accompanies unemployment, it
also has a significant, negative economic impact. A high unemployment rate is not only
a waste of productive resources, but an obstacle to economic growth, as being in a state
of unemployment contributes to stagnation or even loss of workers' skills. In fact, some
skills can only be developed by doing, and are lost if not constantly stimulated. In
addition, lack of occupation, especially if affecting the young, boosts emigration, thus
diminishing, in the medium-term, the resources of the economy and its possibilities of
production and growth. Young Portuguese who are not employed, in education or
tralining3 , correspond to about 11% of the Portuguese population between the ages of 15
and 24, a value that has remained stable since 2005 but which was, in 2015, the 13th
highest of the European Union®.

The provisional estimate for the unemployment rate for the second quarter of 2016
stood at 11% of the working population. Since 2013 there has been a decline in
unemployment, but its order of magnitude is still higher than in the pre-crisis period.
According to the IMF, the Portuguese unemployment rate is expected to remain above
10% by 2020. A large share of unemployment in Portugal is long-term unemployment,
1.e. a large share of the unemployed have been looking for work for at least 12 months

(Figure 4).

3 “NEET”": “not in employment, education or training”.
* With 28 countries. Source: EUROSTAT
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Figure 4: Rate of unemployment (orange) and of long-term unemployment (blue). Source: INE.
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In addition to unemployment, wages are also a key variable for determining the
dynamics in the labour market. In terms of wage policy, one of the most commonly
used instruments is minimum wage policy. According to the European Commission, the
rise in the minimum wage worsens the level of long-term unemployment, especially of
low-skilled workers. By 2019, the national minimum wage is expected to increase to

600 euros, which could exacerbate unemployment, including long-term unemployments.

Education and Skills

One of the greatest challenges to the competitiveness of the Portuguese economy is
the low level of skills and education of the resident population®. An uneducated
population is less productive, less capable of adjusting to technical change, and less
empowered.

According to the census of 2011, Portugal still counted half a million people who
could not read or write, i.e. about 5% of the population. In the first quarter of 2016, 45%
of the population between the ages of 55 and 64 had less than six years of formal
schooling, and less than 15% of them held an undergraduate degree (Table 2years of
formal schooling.

). Although low levels of formal education especially affect people over the age of 45,

they are still observed in younger generations. Indeed, it is noteworthy that more than

5 CENTENO, M., DUARTE, C., & NOVO, A. A. - The Impact of the Minimum Wage on Low-wage
Earners.
® GOVERNO DE PORTUGAL - Plano Nacional de Reformas
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2.5% of the population between the ages of 25 and 34 had not even completed, in 2016,

six years of formal schooling.

Table 2: Resident population by age group and highest level of education successfully completed (1%
quarter of 2016). Source: INE.

Formal Schooling 25-34 35-44 45-54 55-64 65+
None 0.81% 1.54% 2.62% 4.44% 26.86%
4 years 1.74% 5.05% 19.08% 41.72% 49.62%
6 years 7.89% 14.57% 19.91% 11.26% 3.94%
9 years 21.52% 21.95% 21.01% 17.91% 9.51%
High-School 34.34% 26.68% 19.02% 11.99% 4.26%
Higher Education 33.72% 30.20% 18.36% 12.68% 5.80%

Still, it is important to notice the great improvement in the last few years in the levels
of education of the Portuguese population. Indeed, there has been a significant reduction
in the proportion of people who have only completed four years of schooling. There has
also been an increase in the share of people finishing high-school or acquiring an
undergraduate degree. If in 2011 about 67% of the population between the ages of 25
and 65 had not even finished high-school, in 2016 this figure had dropped to 55%
(Table 3).

Table 3: Proportion of resident population between the ages of 25 and 64 per highest level of education
completed (1* quarter). Source: INE

Formal Schooling 2011 2016
None 4.76% 2.37%
4 years 24.81% 16.97%
6 years 16.56% 13.79%
9 years 20.47% 20.63%
High-School 16.55% 22.70%
Higher Education 16.85% 23.54%

Despite these improvements, the share of people completing only 6 years of
schooling has suffered a very slight reduction, remaining high, and that completing only
9 years of schooling remains stable and high. Also, the share of people between the ages
of 25 and 64 with an undergraduate degree is the fifth lowest among OECD countries,
and the sixth lowest if considering only the population between the ages of 25 and 34’.
Besides this, as of 2016, only 32% of the population aged between 30 and 34 has a

higher education diploma, which, although an increase since 2010, when the share was

" OECD - Education at a Glance
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merely 24%, is still quite below the 40% goal for 2020 as featured in the European
Semester.

The need to develop the skills and further the education of the Portuguese population
is clearly a challenge for 2030, and is felt across all levels of education. It is also
necessary to promote the certification of skills already acquired. Although certification
does not create skills directly, it promotes transparency, makes quality control easier
and motivates people. If the path followed in the last five years is continued, by 2030
Portugal will be closer to the other European countries with respect to education and
skills. However, it should not be expected that all these issues will be completely

resolved in such a short period of time.

Energy and Natural Resources

Portugal, climate change, and sources of energy

One cannot discuss energy issues without referring to climate change. Climate change
has been linked, essentially, to the increased greenhouse gas emissions, which, in turn,
is a product of energy production and consumption. Thus, these two issues should be
addressed simultaneously: to fight climate change requires changes in the way energy is
produced and consumed.

The fight against climate change generates important challenges. Following a
growing concern with the negative impacts of climate change, the countries that ratified
the United Nations Framework for Climate Change agreed to curb greenhouse gas
emissions in what came to be known as the Paris agreement. One of the goals of the
agreement is to keep the increase in global average temperature to 2°C above pre-
industrial levels. Every signatory country has agreed to implement measures conducing
to that goal and to report its emissions. The most developed countries will also subsidize
developing countries with 100 billion euros per year, from 2020 to 2025. Nevertheless,
not every treaty provision has the force of law.

In this context, Portugal accepted to eradicate the use of fossil energy before 2050. In
the transportation sector, in 2030, that reduction should already amount to 26%.
Meeting the objectives depends on a far-reaching conversion in energy consumption
and production, which has been happening since the beginning of the last decade
through large investments in renewable energy. Indeed, in 2000, 30,3% of the total

amount of electric power was produced from a renewable source, while in 2014 that
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proportion had risen to about 62,4% (Figure 5). Despite some variability, the proportion
of energy produced out of renewable sources has been increasing since 2005 in

Portugal.

Figure 5: Proportion of power production from renewable sources. Source: Pordata.
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Hydropower represents a significant portion of the renewable energy produced in
Portugal. This implies that current energy production is dependent on the availability of
water (Figure 6). Such dependence may be cause for concern insofar as there are
forecasts indicating an increased prevalence of droughts due to climate change. Indeed,
water shortages may become much more common in the future® (Vasconcelos (ed.),
2012). Also, such shortages will not homogenously affect the entire Portuguese
territory. As highlighted by the reports Alteragoes Climdticas em Portugal: Cendrios,
Impactos e Medidas de Adaptacdo (SIAM II), climate simulations indicate that raining
will increase in the North of Portugal, while it is expected to decrease in the south.
Moreover, raining may become more concentrated in Winter months, thus increasing
the risk of floods. This changes pose challenges in what concerns the management of
waterdams, and thus, to capacity for energy production.

These challenges notwithstanding, Figure 6 shows that the proportion of hydric
energy has been declining as a result of investment in wind power plants. Today, the

amount of electric power generated from wind is almost the same as that generated from

8 VASCONCELOS, A. (Ed.) - Global Trends 2030
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water. It is expectable that the relative importance of wind power will grow, spurred by
technological advances especially power-storage capacity, as well as by the extension of
the Exclusive Economic Zone of Portugal. This latter circumstance will allow the
creation of offshore power farms, and thus an increase to the capacity for wind power

production.

Figure 6: Total power production from renewable sources (GWh). Source: Pordata
35 000
30 000
25 000
20 000
15 000
10 000

5000

0

S o N D X
\qQ\qQ\qq@q@Q

QO N IV O X Hh LA DS O D NI >
O " V" Q' X Q' " Q' QF Q' Q7 RQRQ QRN
AR R DR AR P P

® Hydroelectric ®Biomass ™ Eolic Geothermal ® Photovoltaic

Portugal and the energy policies of the European Union

Portuguese energy policy is conditioned by European Union (EU) strategies,
objectives and directives. For the coming years, EU energy policy will focus on
greenhouse gas reduction, on the competitiveness of the energy sector, and on the
improvement of energy security.

Regarding emissions, following the Paris agreement, the EU’s objective is to reduce
by 40% greenhouse gas emissions until 2030. That goal should be accomplished by
both changing primary energy sources and by efficiency improvements. Thus, in 2030,
27% of the total energy consumed is expected to have been produced out of renewable
sources, and energy efficiency should have been improved by 27%.

The most common indicator of efficiency in the consumption of energy is energy
intensity. It measures the average quantity of energy used to produce a unit of GDP.
Both Portugal and the EU as a whole have been improving their efficiency in recent
years. It is, however, necessary to note that Portugal has always been less efficient than

the EU (Figure 7).
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Figure 7: Energy intensity (kg of oil by 1000€ of value added). Source: Pordata.
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In order to improve Europe’s energy competitiveness, the strategy adopted involves
the exploitation of economies of scale through the establishment of a unified European
market for energy power. One of the main instruments to implement this strategy is the
(intended) construction of infrastructures for transporting power across EU countries.

Finally, EU energy security appears as one of the main challenges for the coming
years. Indeed, EU countries are dependent on energy imports from foreign, unstable,
countries. The exploitation of shale gas in the United States may create an alternative to
Russian or Algerian natural gas. In this context, the privileged geographical location of
Portugal, as well as the infrastructures of the port of Sines, may turn Portugal into
Europe’s entry point for foreign gas.

However, changing the suppliers does not address the challenge of overcoming the
EU’s energy dependency from external countries, a problem that is especially relevant
for Portugal. Indeed, Portugal imports 79% of its energy resources, while the EU

average is about 54%°.

Energy prices in Portugal

The main determinants of energy price in Portugal for the coming years will be the
price of oil, the evolution of energy efficiency at the level of production, and the
evolution of the tariff deficit.

The tariff deficit refers to the difference between the amount paid by consumers and

the real cost of production and transport of the power consumed. In 2006, Portuguese

? Source: EUROSTAT
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public authorities opted to not reflect total costs on prices. An important part of the
difference between costs and prices is the result of guarantees by the State to the
company Energias de Portugal (EDP) on the latter’s selling price for power produced
from endogenous resources. These prices have systematically been above the wholesale
market price of power, meaning that this scheme has generated losses to EDP. These
losses are debts owed by consumers to EDP, accruing at compound interest.

In 2015, the tariff deficit amounted to 1.5 billion euros. It is expected that this deficit
will be payed off before 2022. Thus, increases in energy prices beyond variations in the

cost of production and transportation are expected.

Income Inequality and Poverty

Income Inequality

When discussing inequality, it is important to make clear what kind of inequality is
under scrutiny.

On the one hand, we might discuss inequality in the distribution of income, as
opposed to inequality in the distribution of wealth. Indeed, a family unit may rank
differently in the two distributions: a family with high income may not have
accumulated any wealth, and vice-versa.

On the other hand, even when discussing inequality in the distribution of income, we
might focus on inequality in the distribution of pecuniary income, or include other
sources of income, such as those resulting from transfers in kind between members of a
family unit. According to RODRIGUES, C. F., FIGUEIRAS, R., & JUNQUEIRA, V. -
Desigualdade Econémica em Portugal, p. 43, in Portugal total income is more equally
distributed than pecuniary income. The authors show that if non-pecuniary sources of
income are taken into account, there are important changes in the relative position of
most family units: more than half shifts at least one decile, and 11% more than one.

Instead of enlarging the domain of analysis, we might also reduce it, and discuss the
distribution of particular kinds of income, such as the pecuniary income due to work
(salaries and wages). These tend to be more unequally distributed than total income.
Finally, we might discuss the distribution of net or gross income, inequality being

greater for the distribution of the latter than for that of the former.
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To get acquainted with the order of magnitude of family income in Portugal, we will
look at annual, net pecuniary income of Portuguese family units. When we study this
indicator, we observe that, in 2015, half the family units made less than 8435€ per
adult-equivalent'’, or about 700€ per person per month, 90% of family units made more
than 3629€ per adult-equivalent, or 300€ per person per month, whereas 99% of family
units made less than 37934€ per adult-equivalent, or 2700€ per-person per month (Table
4). To put these figures into an example, a family unit with two working adults, each
earning more than 1735€ net per month, for 14 months in a year (as usual in Portugal),

would earn more than 99% of all family units in Portugal.

Table 4: Quantiles for annual, net pecuniary income (€) of family units, per adult-equivalent. Source:

EUROSTAT
Quantile 1995 2005 2010 2015
1% ; 1,187 1,912 1,196
10% 1,761 3,236 4,181 3,629
25% 2,714 4,871 5,976 5,705
50% 4,337 7,195 8,678 8,435
75% 6,543 10,745 12,631 12,134
90 % 9,993 17,733 18,975 17,582
99 % : 43,170 38,794 37,934

If compared with other European countries, Portugal suffers from particularly high
levels of inequality in the distribution of income''. Indeed, the share of net, pecuniary
income going to the 20% most highly remunerated family units was, in 2014, six times
greater than the share going to the 20% of units at the bottom (Table 5). In other EU
countries, it is only about five times. The values of the Gini coefficient lead to similar
conclusions'?.

Table 5: Ratio between the share of net, pecuniary income going to the 20% most highly remunerated
family units and that going to the 20% least remunerated units. Source: EUROSTAT

1995 2005 2014
European Union (15) 5.1 4.8 5.2
Portugal 7.4 7.0 6.2

' In order to account for economies of scale in larger family units, the notion of adult-equivalent has been
introduced. For EUROSTAT, the first adult with at least 14 years of age counts as one adult-equivalent,
and all the others as 0.5 adult-equivalent. Children with less than 14 years of age count as 0.3 adult-
equivalent. Thus, a family unit with two adults count as 1.5 adult-equivalent, whereas a family unit with
two adults and two children counts as 2.1 adult-equivalent.

1 RODRIGUES, C. F., FIGUEIRAS, R., & JUNQUEIRA, V. - Desigualdade Econémica em Portugal,
pp- 45-51.

"2 The Gini coefficient varies between 0, if all family-units earn the same income per adult-equivalent,
and 100, if one family unit earns the entire income distributed in the community. At present, the Gini
coefficient for the World is over 60.
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Table 6: Gini Coefficient. Source: EUROSTAT

European Union (15)
Euro-Zone (19)
Portugal

In spite of these differences, both indicators show a decrease in income inequality for
Portugal during the last few years. Indeed, since the late 1960s, there has been a trend of
lowering income inequality in Portugal, in great part due to an increase in the share of
income going to the poorest family units'®. This share has, however, stopped growing in
the last few years. At the same time, there has been a reduction, since 2005, in the share
of net income distributed to the 1% at the top. It is also noteworthy that there has not

been any decrease in the share of total income going to family units close the median,

quite the opposite (Table 7).

1995

31

37

2005
29.9
294
38.1

2014
30.9
31.0
345

Table 7: Share of total net income per quantile. Source: EUROSTAT

Quantile
1%
10%
25%
50%
75%
90 %
99 %

Poverty

The index of material deprivation is one of the indicators used to quantify both the
number of family units suffering poverty, as well as the intensity of the poverty they

face. EUROSTAT takes a family unit to be materially deprived if they fail on at least

three of the following items'*:

1. Ability to deal with an unexpected financial expense, without taking out a loan.

2. Ability to afford a week’s annual holiday away from home for the entire family

unit.

3. Ability to meet all expenses without arrears.

13 RODRIGUES, C. F., FIGUEIRAS, R., & JUNQUEIRA, V. - Desigualdade Econémica em Portugal,

pp. O1ff.

1995

17
25
16

2005
0.1
2.5
9.0
16.0
232
154
6.4

' Adapted from the original list developed by the EUROSTAT.
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2010

0.1
2.9
10.2
17.1
249
15.0
5.1

2015
0.1
2.5
9.6
17.6
25.1
152
52



4. Ability to afford a meal with meat, chicken, fish or vegetarian equivalent every
second day.

5. Ability to keep the home adequately warm.

6. Availability of a washing machine.

7. Availability of a colour TV.

8. Availability of a telephone.

9. Availability of a personal car.

According to this indicator, Portugal has a proportion of family units suffering from
material deprivation that is much higher than its European counterparts. As in the rest of
Europe, the number of deprived family units increased between 2005 and 2014, when it
represented more than a quarter of Portuguese family units. However, in 2015 there was

a significant decrease in this indicator, bringing it back to the level of 2005 (Table 8).

Table 8: Proportion of family units suffering from material deprivation. Source: EUROSTAT

2005 2010 2014 2015

European Union (28) : 179 185
Euro Zone (19) 143 144 164 :
Portugal 212 225 257 216

Conclusion

After this short survey on the past and present of the Portuguese economy with a view
to its future(s), it is plausible to assert that, in 2030, Portugal will be richer than today,
but comparatively poorer. Its residents will live longer, but will have to face the
challenge of transferring income from a smaller working to a larger retired population.
Those residents will be better educated than today, hence more empowered, demanding
and capable of taking part in the economic and technological transformations the future
will bring. However, they will remain less qualified than their counterparts in other
countries and it is impossible to know whether the market for their services will already
have left behind the two-digit rates of unemployment we observe today. It is also
impossible to predict whether the Portuguese State will be financially capable of
responding to the aspirations that a more empowered population will articulate in the
public sphere. Portugal will be a greener economy, but with high energy costs, and will

be facing its very own challenges brought by climate change. Income in Portugal is
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likely to no longer be more unequally distributed than in its European counterparts, but

because Europe will face greater inequality.
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