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1

Tackling 
the Jobs Crisis in Portugal,

The report highlights three distinctive features that helped Portugal through a tough 
adjustment process, and towards swift economic and labour market recovery

First, the country was already on its own adjustment path before the crisis. 

Second, the Portuguese experience does not support the conventional notion that adjustment can be 
accelerated and international competitiveness rapidly regained simply by means of reducing labour 

2011–14 were determined externally, the successive policy packages were discussed and adopted 
at national level, with the engagement of the social partners.

Executive summary
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Key findings and policy considerations

A solid economic recovery is underpinned by thriving exports,  
shrinking debt and improved access to finance

Income support and other demand-driving measures can fuel more GDP growth

Despite rising employment, job quality and wages remain low



Executive summary 3

Future efforts should amplify Portugal’s competitive edge  
and explore space for fiscal expansion

Aligning wages to productivity gains could broaden the recovery,  
but investments and diversification are also key

The case of Portugal suggests that EU macroeconomic policy  
should move beyond a one-size-fits-all approach

MoU-induced employment protection reforms were unnecessary in a labour market 
with sufficient flexibility and already-high rates of temporary contract work

 

1. The European Commission (EC), the European Central Bank (ECB) and the International Monetary Fund (IMF).
2. Not all trade unions signed the agreement.
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Future policies should include incentives to convert temporary contracts  
to permanent ones and ensure equality of treatment across contracts



Executive summary 5

With lower overtime pay and stagnant wages, these longer hours  
often mean more work for less money

Regulating working time in concert with wages and other aspects of employment 
may help workers and employers achieve optimal flexibility

Labour inspections fell as adjustment reforms reduced resources  
while making labour laws more complex
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Traditional enforcement can be enhanced by strategic compliance planning and 
new legal tools, and some steps have recently been taken in the right direction

Future ALMPs should enhance effectiveness and target more disadvantaged 
workers, including young people and the long-term unemployed

Contrato Emprego

Startup Portugal



Executive summary 7

The minimum wage, a key labour market intervention in Portugal,  
has helped reduce income inequality

Future policies should focus on closing the gender gap and boosting wages  
through education and skills enhancement

Social dialogue has been key to Portugal’s successful recovery but the culture  
of collective bargaining must be revitalized to ensure inclusive growth
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About this report
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1Overview of economic 
performance and demand 
patterns (2008–18)

and employment.

KEY FINDINGS
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1.1  Key economic and social trends in Portugal (2008–18)
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Portugal’s recovery is on a firm ground
A brisk economic recovery …
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FIGURE 1.1  GDP and employment trends (Q3 2008 = 100)

Source: Eurostat.
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FIGURE 1.2  Real GDP per capita growth rate in selected European countries, 2008–17 (2008 = 100)

Source: Eurostat.
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…supported by the return to a more favourable 
situation abroad

 The 

1. World Bank at 
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FIGURE 1.3
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Domestic policy factors also played a role



1.1  Structural reforms and crisis adjustment in Portugal

B
O

X

economic shock, in Europe and elsewhere. Such reforms 

economic growth are highly disputed.

ment package of structural reforms in Portugal. Regarding 

sectoral data suggest that decreasing the costs associated 
with hirings and dismissals fostered employment in some 

while there are claims that deregulated markets do au

and employment, there is growing recognition that, as a 

of the economy.

outlined in this chapter.

 This implies accompa

gainful employment in a depressed economy. Balancing 

in line with national preferences and circumstances. In 

reduced trust among the social partners.
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Other domestic structural factors that predate  
the crisis had a strong hand

Non-price-led export growth

Source: Eurostat.

FIGURE 1.4   Total general government revenues and expenditures in current value 
(billions of euros)
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An improved environment for business

Doing 
Business

FIGURE 1.5   Foreign direct investment stock (percentage of GDP)

Source: Eurostat.
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Good infrastructure

Public sector reforms

Human capital as a competitive asset

.

Resultados do estudos de impacto económico Simplex



20 Decent work in Portugal 2008–18: From crisis to recovery

Challenges and headwinds
Labour market challenges

1.2  Labour underutilization in Portugal and Europe

B
O

X

indicator of how close an economy is to the situation of full employment.
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FIGURE 1.6   Labour underutilization (LU4) and unemployment rates: Portugal vs EU28, 2000–17 (percentage)

Source: ILOSTAT.
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7

FIGURE 1.8

Source: ECB.

7

2

3

4

5

6

1

0

20
03

Ju
n

20
03

De
c

20
04

Ju
n

20
04

De
c

20
05

Ju
n

20
05

De
c

20
06

Ju
n

20
06

De
c

20
07

Ju
n

20
07

De
c

20
08

Ju
n

20
08

De
c

20
09

Ju
n

20
09

De
c

20
10

Ju
n

20
10

De
c

20
11

Ju
n

20
11

De
c

20
12

Ju
n

20
12

De
c

20
13

Ju
n

20
13

De
c

20
14

Ju
n

20
14

De
c

20
15

Ju
n

20
15

De
c

20
16

Ju
n

20
16

De
c

20
17

Ju
n

20
17

De
c

20
18

Ju
n

Germany

Portugal



1. Overview of economic performance and demand patterns (2008–18) 23

External debt is declining but remains high

FIGURE 1.9  
(percentage change in value of loans from previous year)

Source: Banco de Portugal.
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Policy considerations
Strengthening job recovery and decent work

Supporting aggregate demand and wage adjustment  
to get closer to full employment
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A focused growth strategy to boost productive  
investment and medium-term supply

Capitalizar
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A coherent “decent work” policy mix
 

Lessons for Europe?
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2Overview of labour  
market developments 
and challenges

costs, including those from emigration.

is still high.

KEY FINDINGS
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Demographics trends and labour force participation

1. 
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FIGURE 2.1  Key labour market characteristics, 2008 Q1 to 2017Q 4

Source: LFS, Eurostat.
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Employment

not much affected.
3. 

FIGURE 2.2  Female and male employment, 1998–2017
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Employment status

Type of employee contract

FIGURE 2.3   Employment shares by status and their change, 2011–17
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FIGURE 2.4   Incidence of temporary employment by age group, 2000–17

Source: Eurostat.
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Employment by sector

FIGURE 2.6  Changes in shares of temporary employment by sector, 2013–17
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Unemployment

Unemployment as a rate of 2012 (%) 2016 (%) % change
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FIGURE 2.7  Unemployment and labour force shares by education, 2011–17 (LFS)

40

30

10

0

40

30

20% 20%

10

0
2

12 12

24

30

18
13 13

21

27 25

0–3 yrs
primary

4–5 yrs
primary

6–8 yrs
primary

9–11 yrs 12 yrs/PS Tertiary

U-share

LF share

2011 2012 2013 2014 2015 2016 2017

No education
Basic 1st cycle

Basic 2nd cycle
Basic 3rd cycle

Secondary and post-secondary
Higher education

4

13

17

17

21

29

2

12

13
18

24

30

FIGURE 2.8   Unemployment rates and shares in total unemployment 
by age group, 2017

30

20

%

10

0
15–24 25–34 35–44 45–54 55–64

U-rate

U-share
21

7

22

7

22

10

24

19 16

9



38 Decent work in Portugal 2008–18: From crisis to recovery

7

Gender differences

EMPLOYMENT Working Paper No. 241, ILO.

FIGURE 2.9   Youth unemployment rates, 2013 and 2017
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9 

FIGURE 2.10  Gender differences unemployment and labour force shares by education
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Employment and productivity

FIGURE 2.11   Gender differences (F–M) by employment status, age, education and hours of work, 2017

Source: LFS.
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FIGURE 2.12  Relative productivity by sector, 2008–16

Source: Eurostat.
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Summary of labour market developments
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FIGURE 2.14   Quarterly changes in nominal wages and employment × hours, 2011Q1 to 2017Q4 
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2.1  Emigration rates accelerated since the crisis

B
O

X
Nearly half a million people are estimated to have left Portugal between 2011 and 2014. The 
annual emigration rate of 2.5 per cent of the active population is the highest or second highest 
rate in Europe (after Malta), depending on the year (Observatório da Emigração, 2015). This is 

the world, well below replacement. The number of nationals abroad in 2017 – 2.3 million – cor-
responds to more than 20 per cent the population or nearly half of domestic employment in 2014. 
Recent emigration has also shifted from overseas (such as the United States) to predominantly 
European destinations especially (in descending order) the United Kingdom, France, Switzerland 
and Germany (Observatório da Emigração, 2017). There has also been a shift in the gender 
composition of emigration, with women accounting for 52 per cent among those who emigrated 
in 2011.

Previously, those who emigrated had relatively low skills, but a rising proportion of recent emi-

freeze by the public sector, a traditional employer of university graduates, rather than a higher 
incidence of emigration from skilled sectors. This gives rise to concerns about “brain drain”. But 

and labour market pressures.

-

had at least one employment contract with access to full social protection and labour rights while 

they will do (Carrilho and Perista, 2016).

Little can be done to reduce emigration by those seeking a better future in private labour markets 
abroad. The case may be different when emigration from one country leads to employment in 
the public sector in another country, such as the case of young Portuguese nurses who emigrate 

freely contracted transactions between individuals and private employers, but it is different when 

that has lower incomes. Policies should aim to reduce unemployment and job insecurity and in-
crease wages, employment opportunities and prospects for career advancement while improving 
working conditions and social protection.

30

45
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Immigration  

Emigration  

Source: Eurostat.
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. 

2.2  Portugal’s green energy revolution

B
O

X

on indirect employment through adjacent supply chains (e.g. manufacturers of components, con

Associação de Energias Renováveis Estudo do 
Impacto Macroeconómico do Sector das Energias Renováveis em Portugal
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Policy considerations

Striking a balance between attracting investors  
and ensuring social cohesion

 in rela

Source: Eurostat.

FIGURE 2.16   Changes in labour demand and labour supply, 
2008–16 (percentage)
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Quality of work

Adapting social protection policies to demographic change

Special attention for youth and the long-term unemployed

Expanding education and training

Narrowing the gender gap
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3Employment protection 
legislation, regulation of 
working time and rest periods 
and labour administration

International Monetary Fund (IMF).

tions for future consideration.
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Employment protection legislation: 
Regulating external flexibility3a

employment, low transition rates from temporary to permanent contracts, and differences in 
working conditions under different contract forms.

KEY FINDINGS
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Labour market segmentation: main features
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FIGURE 3.1   Trends in involuntary temporary employment, as a percentage  
of temporary employment, 2007 and 2014
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lower wage gap.

FIGURE 3.2  

Source: Eurostat.
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FIGURE 3.3
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FIGURE 3.4  Prospects for career advancement and jobs stability in selected European countries
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Possible causes of labour market segmentation: 
regulations of temporary contracts

FIGURE 3.5  Satisfaction of workers with their working conditions in selected European countries
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7

3.1  International and regional sources of regulation of temporary employment
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muito curta duração

9
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 of 

muito curta duração

3.1  Examples of regulations of the maximum number of successive FTCs 
authorized by law, European countries

TA
B

LE

 

Maximum number of successive FTCs 
authorized by law

Countries

Bulgaria

No regulation

TA
B

LE

3.2  Examples of regulations of the maximum cumulative duration  
of successive FTCs, European countries

Maximum cumulative duration  
of successive FTCs (years)

Countries
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• 

• 

• 

• 

FIGURE 3.6  Evolution of the share of temporary contracts, by contract duration
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Possible causes of labour market segmentation:  
regulations of open-ended contracts

to the employers.
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3.2  Measuring the level of protection afforded by the rules governing termination  
of individual regular employment contracts at the initiative of the employer

B
O

X

• 

• 

• 

• 

• 
contest the employers’ decision, as well as the set of remedies in case the dismissal is deemed 

may apply.

FIGURE 3.7   Level of protection provided by national EPL to workers in case of individual  
regular contract termination at the initiative of the employer, 2010
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FIGURE 3.8   Level of protection provided by Portuguese EPL to workers in case of individual 
regular contract termination at the initiative of the employer, 2009–17
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3.3  Summary of the reforms affecting valid grounds for dismissals

B
O

X

ee’s own health and safety or to that of third parties.

Under the Law 23/2012, the requirements under letters (d) and (e) were eliminated. However, the 

reintroduced the requirement under letter (d) (amended).

the employment relationship to continue. In such case, changes to workers’ positions resulting 

the elimination of the position. Both types of dismissal are allowed on the grounds of the closure 
of one or more departments, or the need to reduce the workforce for structural, technological or 

-
cations;3) higher cost of keeping the employment relationship in place; lower work experience 
in the post; lower length of service. These new provisions remain highly contested (Tavora and 
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Policy considerations 
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Decreasing recourse to temporary contracts
Limit scope for using temporary contracts

Ensure compliance

Update regularly
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Encouraging transitions between contracts
Tax (dis-)incentives

Invest in skills of temporary workers and lifelong education

Encourage genuine collective responses

Rethink employment protection by enhancing portability  
of social benefits and rights accumulated during working life
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Alleviating the negative consequences  
of labour market segmentation
Ensure equal working conditions through laws  
concerning working conditions and legal practice

Address overall labour costs gaps

Strengthen social protection of temporary workers
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Indirect measures
Greater role to collective bargaining

Enhance internal, rather than external flexibility
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Working time and rest periods  
in Portugal3b

on the working and employment conditions of workers.

family and community life. 

KEY FINDINGS
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Legal provisions on working time  
and rest period in recent decades

3.4  Principles to consider when addressing working time and rest in law and policy

B
O

X

on national discussions regarding limitations to working hours within countries [(Hours of Work 

ering laws and policies regarding working hours and rest. They include: (i) the need for daily, 
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B
O

X
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32. TITLE III (Economic, social and cultural rights and duties), CHAPTER I (Economic rights and duties) of the Constitution of 

3.6  Getting to the Labour Code of 2009

B
O

X

time include:

• 

• 

this in a different manner.

• 

union and one employer for a company or plant).

• 

• 
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 These international 

Amending Portuguese labour law post-crisis



74 Decent work in Portugal 2008–18: From crisis to recovery

3.7  What is working “time banking” and its application in Portugal?

B
O

X

See , Report for discussion at the Tripartite Meeting of 

Code of Portugal for national legislation on this topic.
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 Also in 

Working hours in practice and perceptions

)

)

)
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Average number of working hours per week

 It also suggests that 

FIGURE 3.9  Average number of weekly hours in main job in the EU, 2009, 2012, and 2016
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FIGURE 3.10  Average number of usual weekly working hours in Portugal, 2008–17
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Collectively bargained working hours

Overtime working hours in Portugal

aging schemes.

FIGURE 3.11
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FIGURE 3.12  Proportion of workers working overtime in Portugal

Source: LFS.
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Short and very short hours

3.8  Working hours and productivity: a consideration

B
O

X

with working hours in a linear way, once a threshold is reached output increases at a decreasing 
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FIGURE 3.13  
per week and available to work more hours (percentage)
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Technology, working time and the right to disconnect
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Policy considerations

Increases in working hours should be treated with caution

3.9 Framework for telework

B
O

X

mally performed at the employer’s premises is carried out away from those premises on a regular 

workers at the employer’s premises.
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A holistic analysis of policy options

Different working time arrangements  
may benefit both enterprises and workers

Strengthening enforcement
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The sanctioning process

Labour inspection3c
amendments entered into force.

market regulation.

and enforce the law.

action in the recognition of employment relationships.

KEY FINDINGS
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Seriousness Degree of guilt Companies’ turnover in € UCs Amount in €

Serious

Serious

TA
B

LE
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Capacity challenges
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Year 2010 2011 2012 2013 2014 2016 2017

3.4  Evolution in the number of labour inspectors and working population

TA
B

LE

Year 2011 2012 2013 2014 2016

Source: Authority for Working Conditions.

TA
B

LE

2011 2012 2013 2014 2016 2017

Source: Authority for Working Conditions.
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B

LE
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and referrals to public prosecution

TA
B

LE
Year Inspection 

visits workers
Cases converted 

after ACT’s 
intervention

Sanctions 
applied

Admonitions Referrals 
to the public 
prosecutor

77
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Policy considerations
Harness technology

Better compliance through strategic planning  
and a more effective judicial process

Investing in staff



91

4Active labour market policies: 
From crisis interventions 
to structural measures

Contrato Emprego) promotes the 

neurship support (Startup Portugal
support with counselling and entrepreneurship training.

• 

• 

• 

KEY FINDINGS
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Tackling the Jobs Crisis in 
Portugal

1. In Portugal, this is the  (IEFP).
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A primer on active labour market policies
Definition and scope of active labour market policies

4.1  The debate over active and passive labour market policies

B
O

X
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• Creating employment

• Improving equity

• Enhancing employment mobility and job quality

• Reducing poverty

International evidence on active labour market policies
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Recent developments in the ALMP framework in Portugal
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FIGURE 4.1  Spending in ALMPs as a share of GDP in Europe in 2008, 2012 and 2016 (percentage)

Source: Eurostat.
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4.2  Indirect (negative) potential effects of active labour market policies (ALMPs)

B
O

X

• 

• 

• 

• 

• 

• Stigmatization

them from hiring workers participating in the programme.
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FIGURE 4.2  Coverage rate of registered unemployed in ALMPs, 2008, 2012 and 2016 (percentage)

Source: Eurostat.
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Labour market services

FIGURE 4.3   Spending in ALMPs as a share of GDP in Portugal by type of intervention (percentage)

Source: Eurostat.
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Projeto Balcão Único do Emprego

Training

worker managed.
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aprendizagem
Formações 

Cheque Formação

Formação Transversal
Vida Ativa,

Vida Ativa

Employment incentives

Estimulo 2012 Apoio à Contratação via Reembolso da 
TSU Estímulo Emprego

Estímulo Emprego

Contrato-Emprego,
Estímulo Emprego Estímulo Emprego

Contrato-Emprego

Estímulo Emprego

Contrato-Emprego 



4. Active labour market policies: From crisis interventions to structural measures 101

Estágios Emprego
Garantia Jovem

REATIVAR

Estágios Emprego REATIVAR
7

Prémio-Emprego

4.3  The Youth Guarantee in Portugal: Remaining challenges and the way ahead

B
O

X

Garantia Jovem
Garantia Jovem is com

Apoios à Contratação
entrepreneurship support (Empreendedorismo).

Garantia Jovem. Internships 

Garantia Jovem 

Garantia Jovem

Garantia Jovem

Garantia Jovem
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An assessment of recent interventions

Labour market services
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Policy considerations

Strengthening the PES institutional capacity
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Increase registration rates with PES  
among low-educated youth and NEET

Activating jobseekers through an integrated approach  
to entrepreneurship
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Startup Portugal
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5Wages 
and inequality

wage increases, the monitoring system for minimum wage effects on employment should 

KEY FINDINGS
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1. 

The Quarterly Journal of Economics
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Average wages and the share  
of labour compensation in GDP

Quadros de Pessoal

FIGURE 5.1   Evolution of average monthly wages, 2010–17 (euros)
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FIGURE 5.3  Index of real average wages in selected countries, 2007–2016/17 (2007 = 100)

Source: ILO 
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7

wages in national income leads to lower growth, and hence a higher wage share would lead to more rapid growth.

FIGURE 5.5  Trends in growth in average real wages and labour productivity in Portugal, 2002–16
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Income inequality, poverty  
and the distribution of wages

FIGURE 5.7a
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FIGURE 5.7b  Percentage of population at risk of poverty, 2016

Source: Eurostat.
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FIGURE 5.8
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FIGURE 5.9  Wages distribution by decile (average wage of each decile)
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FIGURE 5.12  Monthly wages of employees by region (euros, thousand)
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FIGURE 5.14  Monthly wages of employees by sex, 2006–16 (euros, thousand)
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FIGURE 5.16  Characteristics of men and women

those who declare to usually work 35 hours or more.
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FIGURE 5.17  The hourly gender pay gap (GPG)
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The minimum wage

FIGURE 5.18  Minimum wages per month (euros, thousand)

Source: Eurostat.
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FIGURE 5.19  Minimum wages as a percentage of average earnings

Source: Eurostat.
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FIGURE 5.20   Percentage of workers paid below, around and just above,  
minimum wage, 2013 and 2017
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FIGURE 5.21   Characteristics of minimum wage workers, 2017
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FIGURE 5.22  Labour market status and wages by level of per capita household income (per cent)
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Policy considerations
Sustainable wage growth

Closing the gender pay gap

Monitoring the effect of the minimum wage on employment, 
especially youth

Investing in the education and skills of low-wage workers
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6Collective bargaining 
and the impact of legal and 
policy changes since 2009

KEY FINDINGS
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Legal and institutional reforms  
of collective bargaining

 high 

2. These were the  

3. According to data from Relatório Único and Quadros de Pessoal
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Resolução do Conselho de Ministros 

Resolução do Conselho de Ministros 43/2014

Decreto-lei

Lei Decreto-Lei
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Implementation of the reforms

7
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9

Year Number of prior 
notices of strike

Number 
of strikes

6.1  Prior notice of strikes, 2008–17
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Impact of the reforms
The impact of the reforms on the structure of bargaining
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2006 2007 2008 2009 2010 2011 2012 2013 2014 2016 2017
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6.3  Number of new and renewed agreements published each year  

Type/year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2016 2017

Number of agreements published

9

97

Total 244 296 230 170 94 138 146 208

Workers covered (thousands)
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Type/year 2006 2007 2008 2009 2010 2011 2012 2013 2014

Number of collective agreements

Total 447 671 668 690

Number of employees covered (thousands)

97 97 97 99

Total 2 321 2 310 2 389 2 423 2 303 2 220 2 161 1 930 1 979 2 032
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Year Approved Denied

7

Year Approved Denied
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Total 47 33
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Livro Verde das Relações Laborais

Why has bargaining declined?
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The socio-economic impact 
of the collective bargaining changes

FIGURE 6.2   Unit labour costs (Index 2010 = 100)
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FIGURE 6.4   Labour productivity (index 2010 = 100)
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FIGURE 6.5   Collectively agreed wages: Variation 2011–17 (percentage)
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Policy considerations

Maintaining extensions in collective bargaining agreements, 
while promoting representativeness

Including new areas of common interest in discussions

Improving articulation and coordination of agreements

Linking wages and productivity growth  
to avoid the low wage trap
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Appendix 1. Excerpts from the Adjustment Programme 
and key legal and regulatory changes  
in the labour market since 2009

2009
September

2011
January

April

Central Bank (ECB) and the International Monetary Fund (IMF) agree on an eco

17 May

Economic and Financial Policies (MEFP) is signed with the IMF.

August

September

October

November
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December

2012
January

February
of Portugal’s economic programme: “The mission concludes that policies are generally 

remain. A determined implementation of reforms remains essential to ensure economic 

Launch of Estímulo

March

regime, which came into effect on 1 April.

June
of Portugal’s economic programme: “We conclude that the programme remains on track 
amidst continued challenges. While the authorities are implementing reform policies as 

assistance programme to Portugal, is carried out.

July
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August

Launch of 

September

October

November

December

2013
January

February

Launch of Apoio à contratação de desempregados com idade igual ou superior a 45 anos 
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March

Introduction of Estímulo

7 April

11 April The Prime Minister sends a letter to the IMF, EC and ECB indicating changes underway 

proposed as well as the State reform.

3 May The Prime Minister, in an address to the nation, announces, among other measures, a 

7 May

12 June



Appendices 159

20/21 June

31 June

22 August

29 August

September

1 October
case of termination of the employment contract.

Incentivo Emprego
into force.

18 October

November

2014
February

June

July Medida Estímulo Emprego and Ministerial 

September

October
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2015
January

March

REATIVAR

May

older workers. With an increasing share of workers paid at the minimum wage, further 

April
access to work and employment.

August

September

October

2016
January

April

June
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August

of the , namely, the guidance to employment offers of education and 

September

October

2017
January

support to the conclusion of employment contracts with unemployed registered in the 

to employ and most support is limited to hiring on permanent contracts.

and outlines the structures that will ensure its functioning. 

February

March

April
to the transition from internship contract to permanent contract.

June

scheme of social security.

July
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September

2018
January

February

June

The agreement also includes supplementary measures concerning the unemployment 

the reinforcement of resources allocated to the Authority for Working Conditions (ACT).

At the time of the writing of this report, the detailed implementation of these legal pro
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Appendix 2. Summary of main changes in ALMPS, 2017

Employment contract 
(Hiring Support scheme – Decree 34/2017)
What has changed in the hiring supports?

• 

• 

• 

• 

• 

Professional internships 
(Decree 131/2017)
What has changed in professional internships?

• 

• 

• 

• 

• 

Generation–contract 
(Measure under development, to be implemented in 2018)
What is the Generation contract?
• 

• 

• 

• 

• 
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Appendix 3. Government support for entrepreneurship

• Startup Voucher

• 

• Momentum




