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ABSTRACT 

Portugal is a country in which the tourism sector assumes 

great importance, contributing around 15% of the national 

GDP and with more than 1 million jobs. In this sense, 

COVID-19 is expected to have a dramatic impact on the 

Portuguese economy aggravated by the existence of a 

reduced internal market with low purchasing power and in 

which there is a high dependence on the external market. 

This perspective study explores the challenges and 

opportunities that Portuguese companies in the field of 

tourism are facing due to the emergence of this pandemic. 

The challenges faced by companies are both short-term and 

long-term. In the short term, it is essential to ensure 

sufficient liquidity to reopen activities and in the long term, 

it is necessary to be prepared and reactive to disruptive 

movements that may arise in tourist demand. However, it is 

also important to recognize that some opportunities can be 

exploited, such as the quality of the health response, the 

exploitation of a less mass tourism supply based on the 

components of social and environmental sustainability, the 

increase of tourism among the elderly population from 

countries with greater purchasing power and the 

acceleration of the digitalization of tourism operations. 
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INTRODUCTION 

Tourism has been the engine of economic growth in Portugal in recent 

years. Starting from insignificant values at the end of the last century, 

tourism is already nowadays an important part of the national product and 

contributes significantly to the balance of trade, to the emergence of new 

infrastructures and the creation of employment. Currently, there is a 

consensus that tourism is a key strategic axis for the sustained development 

of the territory. In 2018, tourism in Portugal provided 1.047 million jobs, 

which is equivalent to 21.8% of total employment (PRESSTUR, 2019). 

Furthermore, it represents about 14.6% of the national GDP (TravelBI, 2019). 

According to the World Travel & Tourism Council (WTCC) it is the 4th 

country with the highest rate of wealth generation by tourism (WEF, 2018). 

The increase of tourism activity in Portugal in recent years was due, 

among other factors, to the capacity of initiative of entrepreneurs and the 

natural conditions offered by the territory (Moreira, 2018). The mild climate, 

the sunlight, and the proximity to the sea are factors widely highlighted and 

associated with natural conditions. In addition to the innate capacity of the 

Portuguese to welcome foreigners, there is also the entrepreneurial capacity 

of our companies, which have strengthened the offer of accommodation 

and multiplied the tourist entertainment. There has been international 

recognition of Portugal's attractiveness as a tourist destination, notably the 

World Travel Awards 2019 for the third consecutive year, the 11th edition 

of the Marketeer Awards, or the World Golf Awards 2018 as recognition as 

the best world and European golf destination. In Portugal, there are three 

regions where tourism has experienced significant development: Lisbon, 

Algarve and Madeira. 

The effects of the pandemic caused by COVID-19 are having impact 

on the development of tourism activities worldwide (Gössling et al., 2020). 

Although many travel and tourism companies are used to including a risk 

management and assessment model in their business planning, like it is 

stated in Ural (2015) and Ritchie and Jiang (2019), the nature of this 

pandemic has put these models under strong pressure as their impacts 

manifest themselves on a global scale. Measures to contain and restrict the 

mobility of citizens have resulted in a significant reduction in tourism 

demand, especially in international travel, with massive flight cancellations 

by the world's leading airlines. According to Horta (2020), Portugal is one 

of the European countries where a strong reduction in tourism activity is 

expected, with a forecast of more than 40% in the number of visitors. These 

values of economic contraction in tourism are only surpassed by Italy and 
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Spain. In this sense, this commentary intends to explore the challenges 

posed by COVID-19 in a country with a strong tourism component like 

Portugal. Additionally, this perspective also aims to identify opportunities 

for the development of tourism supply, which necessarily emerge, in the 

light of the new behavior of tourists motivated by COVID-19. 

 

CHALLENGES POSED BY COVID-19 

COVID-19 has caused a strong impact on international tourism, whose real 

economic and social effects are still far from being accounted for. We have 

seen major crashes in commercial aviation, closed hotels, and businesses. 

These have resulted in heavy losses and large-scale unemployment (ILO, 

2020). This panorama is worrying and has an impact on all economies. 

However, its effect will be potentially greater in countries with a small 

internal market and where dependence on the outside is higher. 

Tourism is extremely important for Portugal as it is indicated in the 

studies performed by Bento (2016) and Oliveira (2014). News in the media 

suggests that few are the Portuguese who are not directly or indirectly 

impacted by this sector of activity, both in the business and family 

dimensions. With the declaration of the state of emergency on 19th March 

2020, motivated by the enlargement of COVID-19, limitations were 

imposed on the free economic initiative and movement of people. All non-

essential services were suspended. In the tourism sector, this has caused the 

closure of hotels, restaurants, and leisure and recreational activities. Only 

two exceptions were visible in this area: (i) the continued opening of some 

hotels and hostels to receive health professionals; (ii) the operation of some 

takeaway restaurants. This situation caused some important paradigm 

changes. In the hotels, there has been an increase in the hygienic processes 

and the establishment of cooperation protocols with health local units. In 

restaurants, there was an exponential growth in collaboration with home 

delivery services, which grew strongly in a short period of time. 

The challenges faced by companies operating in the tourism sector 

are complex and can be considered in the short- and long-term perspectives. 

In the short term, it is important for these companies to have the liquidity 

to meet expenses, especially with employees and suppliers. Breaking these 

agreements may lead to chain losses which then become unsustainable. The 

government has a key role to play here in finding innovative solutions to 

legislate and support companies financially. One of the best known and 

most influential measures in this field is the simplified lay-off, in which the 
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employee receives two-thirds of his or her gross pay up to a maximum 

period of three months. According to this model, the employee's 

renumbering in this period is guaranteed 70% by Social Security and 30% 

by the employer. However, this model may be unfeasible for companies 

that do not have sufficient liquidity to ensure this support component. 

Other measures have also emerged that are conceptually interesting, but in 

practice may prove to be ineffective. Credit lines envisaged by the 

government may force an excessive debt of enterprises.  Moreover, these 

processes can be excessively bureaucratic and can reach companies too late. 

In the long term, the challenges are less concrete but no less 

demanding. Several uncertainties remain, namely whether after the 

pandemic the tourist behavior will be similar, whether this activity will 

decrease or increase, whether a more differentiating tourist offer will be 

sought. All these issues must be thought through beforehand by tourist 

operators to anticipate and be highly reactive to market needs. A central 

point of this challenge is how to deal with a market that may become 

disruptive. 

 

OPPORTUNITIES FOR DEVELOPMENT 

Portugal has been nominated in recent weeks as a destination of choice for 

living in the post COVID-19 period (Responsible Tourism, 2020). This 

recognition is strongly related to the response given by health services in 

the fight against the pandemic, which makes the country seen abroad with 

greater confidence than some of the main competitors. Tourists are 

expected to bring new hygiene and sanitization demands, which causes 

tourism agents to have to implement clear health safety measures. This is 

intended to strengthen Portugal's image as a safe destination that has been 

able to adapt quickly to the new times.  

It is expected that tourists' priorities may change and that there will 

be greater demand for non-mass regions, places where they can have 

unique experiences and where quality prevails over quantity. Places where 

there is a demand for social and environmental sustainability, with more 

nature and fewer crowds, and offered by small hotel units and resorts with 

a familiar approach, may become the most sought after places by tourists in 

the post COVID-19 era. This opens a window of opportunity for the 

emergence of under-exploited tourist sites, in areas like the countryside and 

the Alentejo. This could also be beneficial in combating the desertification 
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of certain regions of the country and reducing the social asymmetries 

between the coast and the interior of Portugal. 

In recent years Portugal has seen an increase in the attraction of the 

elderly population of Northern and Central Europe, who seek Portugal to 

live the last years of their lives. According to Lopes et al. (2020), a key reason 

is weather conditions and the existence of a good private health system that 

offers good conditions for a person to retire. Considering that this segment 

of the population is one of the most affected by COVID-19, the incentives to 

move to a safe and comfortable place in the last years of life are even greater. 

Another identified opportunity is the digitalization of tourist 

operations. The strong role of information technologies and alternative 

payment methods in the growth of tourism activity and in attracting new 

audiences is recognized (Almeida et al., 2019). Tour operators should 

accelerate these digitization processes and promote the establishment of 

distance businesses and the adoption of new digital platforms (e.g., social 

networks, virtual congresses, etc.) that allow the formalization of distance 

businesses and greater diversification of tourism promotion. 

 

CONCLUSION 

Tourism in Portugal has assumed an important role in the economic 

recovery that Portugal has experienced since the 2011-2014 economic crisis. 

In this sense, it is expected that the COVID-19 pandemic will have a strong 

impact on tourism and consequently on the country's economy. Unlike 

other crises, which allow tourism operators in Portugal to diversify markets 

and the profile of tourists, this pandemic has caused abrupt and sudden 

breaks in all activities. Immediately, the COVID-19 caused a severe drop in 

tourists since the beginning of March and that had an even greater impact 

with the declaration of the state of emergency. The major dilemma facing 

businesses is how they will have enough liquidity in the short term to cope 

with the brutal drop in revenue. In the long term, it is expected that this 

situation will lead to disruptive movements in the tourism market and that 

businesses will necessarily need to adapt. 

Despite the clear challenges faced by tourism operators, some 

opportunities can be recognized. Four clusters of opportunities have been 

identified in this respect: (i) the perception of Portugal as a safe sanitary 

destination; (ii) the search for places with a less massive tourist offer and 

that combine the components of social and environmental sustainability; 
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(iii) the greater attractiveness of the Portuguese tourist sector to the elderly 

population; and (iv) the acceleration of the digitalization of tourist 

operations. 

Although the study focuses explicitly on Portugal, the elements 

identified concerning the challenges and opportunities posed by COVID-19 

are relevant for other small-scale economies and countries who looked at 

tourism as a way to sustain their economic growth. As future work, it would 

be desirable to perform a comparative study of the challenges posed to 

small economies, heavily dependent on tourism, and to analyze how the 

support measures defined in the national and local context have enabled 

the tourism industry to ensure the sustainability of its operations. 
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