
OECD Environmental Performance Reviews: Portugal 2011

© OECD 2011

11

Executive Summary

In the decade since 2000, Portugal’s economy has enjoyed mixed fortunes: overall it has

grown at a relatively slow rate, and GDP per capita remains low compared with OECD

averages. Structural changes to the economy and increased environmentally related

investment have also contributed to reducing environmental pressures. As a result,

economic activity has generated relatively less pressure on the environment than in many

other OECD countries. Environmental policies and institutions were consolidated and

strengthened during the 2000s. The main challenges now are to implement environmental

policies cost-effectively, and to promote a more coherent approach to environmental

issues across all relevant sectors of public policy.

The Portuguese economy was badly hit by the economic and financial crisis. GDP fell

by 2.5% in 2009, and the economy is projected to remain very weak in the following years.

In 2009, Portugal adopted fiscal measures to stimulate the economy equivalent to 0.8% of

GDP. Some 18% of the stimulus was environmentally related, the equivalent of 0.15% of

GDP. Most of the additional “green measures” were related to the energy sector, with

investment in the electricity grid and renewable energy the main components. While the

fiscal stimulus helped to stabilise the economy, major cuts in public spending are being

implemented to reduce the large budget deficit, which increased from 3% in 2008 to 9.4%

in 2009. In this budgetary context, there are opportunities to reform environmentally

related taxes and expensive and environmentally harmful policies so as to contribute to

fiscal consolidation and to achieve environmental objectives.

In order to sustain its recovery from the economic and financial crisis, Portugal needs

to boost productivity and improve the international competitiveness of its economy.

Analysis suggests that environmental companies and related employment have increased

in recent years, especially in the renewables, waste and water sectors. Wind and solar

energy clusters are good examples of green development, merging power generation from

renewable sources, production of the necessary technology and equipment, and job

creation. The trade balance in environmental and renewable energy technologies has

improved in the last few years, although Portugal remains a net importer of these

technologies. Public and private research and development (R&D) spending, in particular

environmentally related R&D, as a share of GDP remains very low. Employment in the

environmental goods and services sector is still mainly composed of low-qualified

workers, although the level of educational attainment in environmentally related areas has

improved considerably. Portugal needs to further promote eco-innovation and improve

workforce skills, with a view to enhancing productivity, international competitiveness and

the growth prospects of its economy.
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The importance of EU membership

Portugal joined the EU in 1986 and has benefited significantly from its membership. During

the 2000s, a major effort was made to transpose Environmental Directives and to take

advantage of financing opportunities provided by the Structural and Cohesion Funds. As a

result, the quality of life has been improved, and substantial investments have been made

in environmental infrastructure, particularly drinking water, wastewater treatment, waste

management and, more recently, clean energy technologies. Portugal has also used EU

funds effectively to build capacity in its environmental and other institutions.

Over the programming period 2000-06, total investment in environmental infrastructure

was EUR 7.9 billion or 0.8% of GDP, the highest share in the EU 15. The EU contribution to

environmentally related investments was over EUR 2.3 billion, equivalent to 9% of the EU

funds allocated to Portugal. In the programming period from 2007-13, EU funding allocated

for improving the environment, promoting sustainable growth and combating climate

change represents 23% of the total available EU contribution. Despite this funding,

significant additional public funds would be necessary in the near future if ambitious goals

with regard to environmentally related infrastructure are to be achieved. Financing

operation and maintenance costs will also be a challenge.

During the 2000s, Portugal began to play a more active role in the EU and to influence policy

development, for example maritime affairs. During its EU Presidency in 2007, Portugal

helped lay the foundations for European policy on water scarcity and drought. It also

promoted policies to tackle climate change and biodiversity. However, Portugal needs to

assume more of the responsibilities associated with EU membership. For example, official

development assistance (ODA) represented 0.23% of its gross national income (GNI), well

below the minimum DAC-EU donor target of 0.51%, and the UN target of 0.7%. Assistance

for environment and water and sanitation represented about 1% of total ODA, reflecting

the low priority attached to these areas in Portuguese development co-operation.

Environmental policies have been consolidated 
and strengthened

Transposition of the major EU Environmental Directives has significantly strengthened

Portugal’s environmental policy framework and related institutions. However, the

enactment of so many laws and regulations in the 2000s initially resulted in the business

community facing a complex set of environmental requirements. The situation has

improved since the introduction in 2006 of the government-wide Better Law-making and

Simplex Programmes that aim to enhance the quality of laws, reduce administrative

burdens on business, and provide easier access to legislation through electronic

publication of regulations and law codification. Nevertheless, further efforts are needed to

streamline and simplify environmental requirements and reduce compliance costs.

Appropriate staffing arrangements are also needed for this purpose. At the same time, the

business community should be encouraged to play a more proactive and strategic role on

environmental issues.

Portugal has developed a comprehensive system of environmental information, broadened

public participation and expanded access to justice. However, implementation of some of

these measures has sometimes followed the letter rather than the spirit of the law.
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Participation by citizens in decision-making is limited by a weak non-governmental

organisation (NGO) movement. Access to justice is limited by lengthy court proceedings

and the difficulties that courts encounter when adjudicating on environmental issues.

Portugal has been questioned by the European Commission on several occasions regarding

its environmental impact assessment (EIA) procedures for transport, energy and tourism

related projects. Further steps should be taken to support NGOs’ constructive participation

in environmental decision-making and to strengthen procedures for stakeholder dialogue.

Structural change, fuel switching, investment and better policies have helped to reduce

most forms of air pollution. Emissions of key air pollutants (SOx, NOx, NH3 and CO) have

declined while the economy has grown, albeit slowly. Portugal is on track to meet its

national and international targets in these areas. Emissions of toxic pollutants have also

been reduced. Local air pollution incidents related to ground ozone concentrations still

occur in large cities, with potential impacts on the health of the population.

The share of the population with access to drinking water and wastewater infrastructure

has expanded significantly, often with support from the EU and matching national funds.

The water sector has been restructured, has been made more competitive, and is now

overseen by an effective regulator. As a result, water services are delivered more efficiently.

The quality of drinking water and coastal waters is high. However, significant investments

in wastewater treatment are still required to meet EU requirements. Water and wastewater

tariffs are being designed to further cover both capital investments and operations and

maintenance costs, in compliance with the recommendation of the Waste and Water

Regulation Authority (ERSAR) and existing legislation. River Basin Management Plans

should be prepared to facilitate integrated management of water resources.

Good progress has been achieved in managing waste, particularly the control of illegal

dumping, which had previously been an important problem. All municipalities have

established effective waste collection systems for mixed waste. An efficient system of

waste treatment infrastructure is in place, including for hazardous waste. Several waste

streams are covered by Extended Producer Responsibility schemes, and efforts have been

made to connect these schemes with markets for recovered and recycled resources. Waste

generation has continued to increase, although more slowly than economic growth and

private consumption. Tariffs for municipal waste collection have only been applied in

some municipalities, and often they do not provide sufficient incentives for waste

reduction.

Portugal has made much progress in reformulating the legal and strategic planning

framework for nature and biodiversity management. New management tools have been

implemented and new sources of finance mobilised, both domestically and from the EU.

Monitoring of species has been strengthened. Despite these efforts, biodiversity loss has

continued. Two-thirds of freshwater fish, one out of three birds, and one out of four

mammals are threatened, which is high by OECD standards. Habitat deterioration is also of

concern. The extent of protected areas is comparable to the OECD average. Portugal has

designated 22% of its land area as part of the Natura 2000 network. A key challenge is the

creation of more marine protected areas.
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Meeting the post-Kyoto targets for reducing 
greenhouse gas (GHG) emissions will be 
challenging

Under the EU Burden Sharing Agreement, Portugal’s Kyoto Protocol target is to limit GHG

emissions to an increase of 27% in 2008-12 compared to 1990 levels. In the period from

2000-05, these emissions increased despite sluggish economic growth. They decreased

from 2005, primarily due to a switch from fossil fuels to natural gas and renewable energy

sources. This was reinforced by measures taken to comply with a number of energy and

climate related EU Directives, including those concerning the Emissions Trading System

(EU ETS), as well as by the economic recession. In 2008, emissions were about 3% above the

assigned target for 2008-12. While the Kyoto target remains achievable, including through

participation in international carbon markets, the challenge will be to sustain the recent

emission decrease once economic growth resumes with a view to achieving Portugal’s

targets to 2020.

Energy and climate policies are closely related

Portugal’s climate and energy policies are closely intertwined. Their co-ordination and

monitoring was significantly strengthened by the establishment of the Executive

Committee of the Climate Change Commission in 2006. Historically, Portugal has been

highly dependent on imports of oil and coal. In recent years, it has sought to diversify its

energy supply by switching to gas and further developing renewable energy. In 2009,

renewables accounted for 21% of primary energy supply and 38% of electricity production,

far above the OECD Europe averages. Hydro is the major source, although wind power has

increased rapidly due to support policies. Support for renewables is primarily in the form

of feed-in tariffs, tax benefits and investment subsidies. These policies should be assessed

to ensure that they do not overlap with the EU ETS, and that the overall mix of policies to

reduce greenhouse gas emissions and improve energy security is cost-effective. Portugal

has pursued an active renewables support policy and met its ambitious national target to

provide 45% of gross electricity consumption with renewables in 2010.

Portugal’s energy and climate policies depend heavily on hydropower. With less than 50%

of hydro capacity currently exploited, there is potential for further development. The

planned construction of new dams would also accommodate further growth in wind

generation by allowing storage of the electricity produced. However, the cumulative

environmental impacts of the dam-building programme should be further assessed,

especially impacts on water flows and on ecosystems. Further steps are also needed to

address non-economic barriers to the development of renewable energy, including further

streamlining of permitting procedures and the development of grid capacity. Transparency

and stakeholder dialogue will be important in building consensus on future developments.

The adoption of the 2008 National Energy Efficiency Action Plan was an important step to

address the rising consumption of energy, particularly in the commercial and residential

sectors. However, it is unclear whether the funds required to implement the Plan will be

available, and whether the measures selected will achieve the energy-saving target at least

cost. In view of the different incentives to reduce GHG emissions in sectors within and
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outside the EU ETS, there is scope to broaden demand-side management measures and to

establish energy prices that better reflect environmental costs.

Transport is Portugal’s largest end-use sector and is expected to continue to grow. Vehicle

taxation based on CO2 emissions and vehicle scrapping programmes have created strong

incentives to use more efficient vehicles. However, efficiency gains may be outweighed by

the increased scale of vehicle usage. There is scope to address emissions from the

transport sector through broader use of economic instruments such as road pricing,

parking fees and congestion charges. Portugal has developed ambitious plans to promote

electric vehicles. The success of these plans will depend on the timely development of the

electricity network and metering infrastructure, as well as the further development of

renewable energies. An ambitious biofuels programme is unlikely to achieve its 2010 target

of 10% of transport fuel. This programme is more expensive than other GHG abatement

options, and there are questions about its net environmental and economic benefits.

Coastal zone and marine management are 
important and difficult challenges

Portugal’s coastal zone is one of the country’s greatest assets and is home to 76% of the

population. It is vital for transport and trade, contains some of the most valuable natural

habitats and heritage sites, and is a favourite tourism and leisure destination. However,

erosion and flooding exacerbate problems associated with rapid urbanisation and the

shrinking of areas important for nature protection and biodiversity conservation. In

addition, there is the longer-term threat of a rise in sea level due to climate change.

Over the last decade, Portugal has significantly strengthened its planning framework for

the management of coastal zones and the underlying information base. Building on the

historic concept of a “public maritime domain”, nine Coastal Zone Management Plans were

adopted in 2005 covering the entire length of the continental coast. The Litoral 2007-13

programme has further prioritised the actions defined in these Plans, with a focus on areas

where people and buildings are most at risk. Four Polis Litoral schemes, launched in priority

areas in 2006, provide an innovative basis for effective coastal zone management,

particularly in the improvement of beaches and prevention of erosion. The National

Strategy for Integrated Coastal Zone Management, adopted in 2009, sets out a 20-year

timeframe for sustainable development of coastal areas, encompassing coastal planning

policies in both marine and terrestrial zones. Coastal zones are also among the strategic

sectors of the National Strategy for Adaptation to Climate Change.

Despite the elaboration of these often-innovative plans, implementation should be

reinforced. It needs to be underpinned by a further strengthening of the underlying

information systems and analytical capacities. Implementation could also be strengthened

by wider use of economic instruments such as charges for construction permits, taxes on

second homes, tax incentives for brownfield remediation in coastal zones, a nature tax on

building permits, and a capital gains tax for the sale of agricultural land to developers.

Instruments like these could provide better incentives for spatial planning and to finance

infrastructure and the acquisition of fragile and threatened land for nature protection and

biodiversity conservation. However, the application of such instruments needs to be

embedded in strengthened mechanisms for co-ordinating water, coastal and marine

management, both horizontally and vertically. More co-ordinated implementation of the
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different instruments for territorial management is needed, including better coherence in

the implementation of the National Strategic Plan for Tourism, particularly in nature

conservation and biodiversity protection areas.

Portugal has actively contributed to the development of European maritime policy,

including the Marine Strategy Framework Directive of 2008. This Directive aims to achieve

good environmental status for Europe’s marine waters by 2020. Portugal, which was among

the first European countries to establish an institutional framework for a maritime

strategy, has adopted a National Ocean Strategy to develop sea-related activities and

protect marine natural resources through an integrated maritime affairs policy. Again, the

need to establish a solid information base that will support the application of appropriate

policy instruments, and to co-ordinate among the many institutions involved, are the main

obstacles to achieving these ambitious policy goals.


