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The Portuguese Public Finance Council is an independent body, set up by article 3 
of Law no. 22/2011 of 20 May that introduced the 5th amendment to the Budgetary 
Framework Law (Law no. 22/2001 of 20 August, republished by Law no. 37/2013 of 
14 June).  
 
The decision to set up the Council was taken following the publishing of the final 
report of the Taskforce to the European Council on economic governance in Europe, 
and became a reality in October 2010 after agreement was reached between the 
Socialist Party (PS), in Government, and the Social Democratic Party (PSD). The final 
version of its Statutes was approved by Law no. 54/2011 of 19 October.  

The Council began its work in February 2012 and its mission is to conduct an 
independent assessment of the consistency, compliance with the stated objectives 
and the sustainability of public finances, while promoting fiscal transparency, so as 
to contribute to the quality of democracy and of political economic decisions and 
so strengthen the State’s financial credibility. 

 

 

This Report uses the information available up to 3 November 2014.  

In the publications section at www.cfp.pt, a spreadsheet containing all the figures used to build the charts and tables in 
this Report is available for download.  

http://www.cfp.pt/wp-content/uploads/2014/11/CFP-REL-06-2014-DS.xlsx
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OVERVIEW 

The 2015 State Budget is the first to be drafted since the end of the Economic and Financial 
Assistance Programme, although maintaining the need to follow the public finance 
adjustment path begun under the Programme and defined in the Fiscal Strategy Documents, 
the latest of which, referring to the 2014-18 period, was presented to Parliament at the end 
of April this year. Therefore any analysis of the 2015 Draft State Budget (DSB/2015) should 
focus on its consistency with this document, bearing in mind the framework changes occurred 
in the meantime, but without compromising its fundamental goals and the European rules to 
which the country is subject. 

Under those rules the CFP issued an opinion on the macroeconomic scenario underlying the 
DSB/2015, and attempted to examine its consistency with the scenario contained in the Fiscal 
Strategy Document (FSD/2014). A unique feature which applies both to the preparation and 
analysis of the DSB/2015 arises from the rebasing of the National Accounts statistics which 
were only made available in September. This involved significant changes to the budgetary 
perimeter, as well as to the level and composition of fiscal variables and to those which are 
part of the macroeconomic scenario. That is why the CFP included in this Report an 
(indicative) exercise of changing the ESA 95 figures published in the FSD/2014 to the new 
ESA 2010 system. 

As regards the macroeconomic scenario, although it is in line with the forecasts available at 
the time of publication and show no noteworthy bias, the CFP noted that a number of recent 
indicators suggest that the official forecasts may have to be revised downwards especially as 
a result of recent international developments, in particular in the case of the Euro Area. In 
addition the CFP stressed that a possibly lower than expected change in implicit prices, 
especially in terms of the GDP deflator, will make it more difficult to achieve the fiscal goals 
expressed as a percentage of GDP. This issue is explained in this Report, stressing the risk of 
the GDP deflator returning to a growth rate closer to the private consumption (following a 
disruption caused by methodological changes), which, given the poor prospects for an 
increase in Euro Area prices, would lead to a lower nominal GDP. 

Of particular relevance in the analysis of the macro-fiscal strategy and its consistency with 
the FSD/2014 is the occurrence of a significant change in the components of the forecast 
economic growth. This gives rise, first of all, to an increase in the role of private consumption, 
which once again grows at a greater rate than GDP and contributes to the decline in the 
household savings rate. At the same time, there is a lesser contraction in public consumption, 
a decline in the relative weight of gross fixed capital formation and a smaller external current 
surplus — a series of variations that do not contribute to the sustainability of economic 
growth and national public finances. 

A detailed analysis of the budget forecasts set out in the DSB/2015 confirms these 
conclusions. Net of the impact of temporary and one-off measures, the deficit totalled 5.2% 
of GDP in 2013. The estimates published in the DSB/2015 point to a deficit of 3.8% of GDP in 
2014 and 2.8% in 2015, figures that account for an improvement of 1.4 p.p. of GDP (2188 M€) 
in 2014 and 1 p.p. of GDP (1625 M€) in 2015. The expected improvement in 2015 will stem 
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from a 0.3 p.p. increase in the relative weight of revenue in GDP and a 0.7 p.p. decline in the 
weight of expenditure, which corresponds to a nominal increase in revenue of 3.6% (2831 M€) 
and a nominal rise in expenditure of 1.4% (1206 M€). 

However, the growth in revenue forecast in the DSB/2015 is particularly dependent upon the 
nominal growth of the economy and its composition, which in turn is highly contingent on 
private consumption and on a more efficient fight against tax fraud and tax evasion, the 
amount of which is not stated in the DSB report. The forecast change in some taxes and 
charges is greater than expected for their respective macroeconomic tax base, representing 
a risk factor. 

It should be stressed that this is the first time a baseline scenario is published. It is a positive 
development in view of the transparency required by the European legislation. However, 
when combining this with the fiscal consolidation measures estimates, it is not possible to 
validate or reconcile the general government account aggregates.  

In regard to these measures, the CFP believes that 421 M€, i.e. a sum equal to 40% of total 
permanent measures, is not sufficiently specified and it is not possible to assess its feasibility 
or its impact. In addition the DSB/2015 is not supported by a detailed measure 
implementation plan, which hampers its monitoring over the year. The insufficient 
specification of the consolidation measures impairs the transparency of the budgetary 
exercise and constitutes a non-negligible risk.  

As to the forecast change in expenditure items and its consistency with the measures 
published, the CFP notes that: i) the increase in intermediate consumption forecast for 2015 
does not appear to reflect the impact of measures presented in the report; ii) the amount of 
social transfers other than in kind, in particular pensions and other transfers in cash to 
households, generally mirrors the fiscal measures and pressures identified by the 
Government, although 100 M€ relate to measures that are not sufficiently specified; iii) the 
information available on social transfers in kind, subsidies and other current expenditure does 
not allow their development be matched against the measures’ impact.  

The DSB/2015 predicts that the turning point in the upward track of the public debt ratio will 
take place in 2014, in accordance with the FSD/2014. Therefore a fall of 0.8 p.p. of GDP in 
2014 and 3.5 p.p. of GDP in 2015 (to 123.7% of GDP) is expected. 

In 2015, 2.5 p.p. out of the 3.5 p.p. of GDP decrease in public debt will depend on a favourable 
stock-flow adjustment. The forecast growth in nominal GDP and the primary surplus will also 
make a very positive contribution to a reduction in the ratio, although these effects will be 
partially offset by the impact of interest (these effects explain the remaining 1 p.p. decrease 
in the ratio). 

The public debt path in 2015 and in subsequent years is especially conditioned by the stock-
flow adjustments, in particular by the use of central government deposits. However, in view 
of the ongoing volatility in the sovereign debt markets, in particular in the countries with 
adjustment programmes under way, it is advisable to retain a significant level of Treasury 
deposits while market conditions are still not fully back to normal. Nonetheless the 
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government must actively promote an improved State cash management, namely through 
the use of a Treasury Single Account, which would reduce the amount of funds required to 
run the public services.  

In short, the Council concludes that the 2015 Draft State Budget, although attempting to 
follow the projected consolidation path, presents non-negligible risks, both in regard to the 
underlying macroeconomic scenario and to the implicit fiscal policy measures. Of particular 
note is the lack of explicit information on the measures and their programming which, being 
a common feature of budgets in Portugal, is also one of the main contributing factors to the 
lack of success of fiscal policy in its essential role of defining an economic policy that ensures 
the stability required for investment and saving decisions which underpin economic growth.   
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1 INTRODUCTION 

Pursuant to article 7 of the CFP Statutes, this Report analyses the 2015 Draft State Budget 
(DSB/2015). This Report was preceded by the CFP opinion on the macroeconomic projections 
underlying the 2015 Draft State Proposal prepared in compliance with article 12-I (1) of the 
Budgetary Framework Law (Law No 41/2014, of 10 July), Article 6 (a) of the CFP Statutes, 
approved by Law No 54/2011 of 19 October, Article 4 (4) and Article 6 (3f) of Regulation (EU) 
No 473/2013 of the European Parliament and of the Council of 21 May 2013. 

This Report is divided into three chapters. The first is an introduction, presenting the purpose 
of the analysis and the document’s structure and includes the current status concerning 
compliance of public entities with the duty to provide information. The second chapter sets 
out the frame of macroeconomic and fiscal projections published in the DSB/2015 within the 
medium-term projections contained in the FSD/2014, taking into account that the latter was 
prepared according to ESA 95 rules and so adjustments are required for comparison 
purposes. In this chapter an attempt is made to evaluate the consistency of the macro-fiscal 
projections with the macroeconomic scenario, with the expected measures and with the 
Multi-annual Budgetary Planning Framework. It also analyses indebtedness and public debt 
developments. The third chapter assesses the fiscal adjustment, the fiscal policy stance and 
compliance with fiscal rules. 

The annexes to this Report contain a series of quantitative data processed by the CFP that 
was the basis for the analysis in the earlier chapters. The first annex provides a brief analysis 
of the fiscal developments in the general government sector in the first half of 2014, the year 
that was the starting point for the DSB/2015. The second annex provides a brief analysis of 
the impact of the new system on data in National Accounts (ESA 2010) and of implementing 
the new basis in all sectors of the economy, that involved major changes with on 
macroeconomic and fiscal aggregates and in the general government deficit and debt 
calculations.  

For a better assessment of the fiscal consolidation effort, the general government budget 
aggregates were adjusted for the effect of temporary measures, one-off measures and other 
special factors in the period in question. 

This Report benefitted from the information and clarifications provided by the Ministry of 
Finance (MF), in particular the Planning, Strategy, Evaluation and International Relations 
Office (GPEARI), the Directorate-General for Budget (DGO) and Social Security (SS). However, 
the CFP was unable to get all the information requested, in particular additional information 
on the macroeconomic forecasts sensitivity analysis, as well as some additional clarifications 
requested to the MF and to Statistics Portugal (INE).  
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2 THE DSB/2015 IN THE CONTEXT OF THE FISCAL STRATEGY 
2014/2018 

2.1 REVISION OF THE MACROECONOMIC SCENARIO 

The CFP has defended (as demanded by the European legislation) that the annual 
preparation of the State Budget should be incorporated in medium-term fiscal plans. 
In Portugal, in recent years, these have taken the form of Fiscal Strategy Documents 
presented to Parliament in April. The strategy laid down therein ought to constitute a 
Government commitment, serving as an anchor for the expectations of private and public 
economic agents as regards the fiscal policy to be pursued in the medium-term. Such a 
commitment is especially important in regard to the economic and fiscal policy goals and the 
identification of the measures to achieve them, leading to the need to justify and reconcile 
any deviations from the original plan. Its usefulness to the establishing and monitoring of 
policy will be enhanced if those plans contain a baseline scenario, details of the planned 
policy measures (fiscal and other relevant measures) and the resulting macroeconomic 
scenario for the entire period, which incorporates the economic and fiscal effects of the 
policies foreseen.  

The modification of the National Accounts basis led to changes in the GDP level and 
composition that should be taken into consideration and which are described in Annex 
2. Although, generally speaking, the growth rates of the main expenditure items do not 
record very significant changes, the differences in composition and structure prevent a direct 
comparison of forecasts produced according to different statistical basis. 

Whilst the CFP is fully aware that it is impossible to accurately and thoroughly convert 
the forecasts underlying the FSD/2014 to the new statistical basis, it would be useful 
to produce an approximation that allows for a comparison of the two macroeconomic 
scenarios. This work is based on a detailed analysis of an aggregate expenditure components 
series provided by the INE under the two statistical basis and a comparison of their paths. 
The comparison was made for each series and each variable taking into account: 

• Level of current prices and their respective annual change rates 
• Level of 2011 constant prices1 and their respective annual change rates  
• Rate of change of the deflator 
• Weight as % of GDP (nominal and volume) 
• Contribution in p.p. to the change in GDP (nominal and volume) 

From this basis, and taking into account that the differences in the expenditure items 
series included in the FSD and in the DSB/2015 were statistically acceptable,2 the 
volume estimates shown in the FSD were changed by adding the average difference 
between the series. This figure was used to calculate a range between plus and minus one 

1 Series under ESA 95 uses 2006 as the base year so the figures were converted into 2011 prices, taking into account the 
implicit prices to each variable. 
2 The errors did not show time-correlated deviations to the level of the variables or, in cases where this did occur, the 
change in the period in question was sufficient to correct the correlation. 
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standard deviation. The Table 15 (page 37) provides an analysis of the differences identified 
for each item of expenditure included in the DSB/2015 macroeconomic scenario. 

Chart 1 – Comparison of the national expenditure items path in the FSD/2014 and in the 
DSB/2015 under ESA 2010 (M€) 

 

 
Source: INE - National Accounts; MF – FSD/2014 and DSB/2015. CFP calculations. 

It is noted the acceleration in private consumption growth, the lesser decrease in public 
consumption, and the slowdown in gross fixed capital formation and exports, plus the 
slight acceleration in imports. Table 1 shows a comparison between the one-off forecasts 
made by the MF in the DSB/2015 and the rates of change in expenditure items, taking as a 
reference the central point in the range shown in the charts (the volume level of each variable 
under ESA 95 plus the average difference in the comparison between the ESA 95 and ESA 
2010 series). The inclusion of the FSD/2014 figures published under ESA 95 (memo items) 
makes it possible to distinguish between the changes resulting from the revision of the 
macroeconomic scenario and those that may be attributed to the revision of the National 
Accounts system. 

Probable interval in the FSD/2014 under ESA 2010 Trajectory in the DSB/2015 under ESA 95
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Table 1 – Comparison of the rates of change in the aggregate expenditure items under ESA 2010 in 
the FSD/2014 and in the DSB/2015 

 
Source: DSB/2015 - Ministry of Finance; FSD/2014. CFP calculations based on the FSD/2014.| Notes: The one-off estimates 
of growth rates in the FSD under ESA 2010 use the central point in the confidence interval, corresponding to the change 
in the volume implicit in the MF forecasts plus the average difference between the ESA 95 and ESA 2010 series. 

The published data clearly show the revision of the macroeconomic scenario that took 
place over 2014, which was included in the DSB/2015 macroeconomic scenario. Just as 
the CFP concluded in its Opinion on the macroeconomic projections underlying the 
DSB/2015, that scenario is in line with the international institutions forecasts available at the 
time of publication (see Table 4) and show no noteworthy bias. 

Table 2 – Macroeconomic projections for the Portuguese economy 

 
Sources: INE; MF – Fiscal Strategy Document, April 2014; MF - Macroeconomic scenario forecasts in DSB/2015, October 
2014; IMF - World Economic Outlook, October 2014; OECD - Economic Outlook, May 2014; EC - Occasional Papers 191, 
The Economic Adjustment Programme for Portugal - Eleventh Review, April 2014; BoP – Economic Bulletin, October 2014. 
| Notes: MF - Ministry of Finance; INE – Statistics Portugal; IMF – International Monetary Fund; OECD – Organization for 
Economic Cooperation and Development; EC – European Commission; BoP - Bank of Portugal. The INE publication dates 
correspond to the date of the latest publication of the relevant National Accounts. 

However, this scenario implies a significant reversal in the composition of the economic 
growth forecast, whose risk must be highlighted. That reversal gives rise, first of all, to an 
increased role of private consumption which once again grows at a greater rate than GDP 
and contributes to a decline in the household savings rate. At the same time there is a lesser 
contraction in public consumption, a relative decline in the weight of gross fixed capital 
formation and a smaller external current surplus — a series of variations that do not 
contribute to the sustainability of economic growth and national public finance. 

2013 2014 2015 2013 2014 2015 2013 2014 2015
Private consumption -1.7 1.8 2.0 -1.7 0.7 0.7 -1.7 0.7 0.8
Public consumption -1.8 -0.6 -0.5 -1.8 -1.6 -1.5 -1.8 -1.7 -1.5
GFCF -6.6 1.5 2.0 -6.6 3.0 3.6 -6.6 3.2 3.8
Exports of goods and services 6.1 3.7 4.7 6.1 5.7 5.7 6.1 5.7 5.7
Imports of goods and services 2.8 4.7 4.4 2.8 4.1 4.2 2.8 4.1 4.2
GDP -1.4 1.0 1.5 -1.4 1.2 1.5 -1.4 1.2 1.5

DSB/2015 FSD 2014 (ESA 2010) FSD 2014 (ESA 95)

Source: INE IMF OECD EC INE BoP
Year: 2013 2014 2015 2015 2015 2015 2013 2014 2014 2015

Publication Date: jun/14 oct/14 may/14 abr/14 sep/14 oct/14
GDP and Expenditure Components (real growth rate, %)

GDP -1.4 1.2 1.5 1.5 1.4 1.5 -1.4 0.9 1.0 1.5
Private Consumption -1.7 0.7 0.8 0.7 0.7 -1.4 1.9 1.8 2.0
Public Consumption -1.8 -1.6 -1.5 -2.1 -1.5 -1.9 -0.7 -0.6 -0.5
Investment (GFCF) -6.6 3.3 3.8 2.8 3.8 -6.3 1.6 1.5 2.0
Exports of Goods and Services 6.1 5.7 5.7 5.6 5.1 5.5 6.4 3.7 3.7 4.7
Imports of Goods and Services 2.8 4.1 4.2 4.2 3.1 4.0 3.6 6.4 4.7 4.4

Contributions for GDP growth (percentage points) 0.0 0.0
Domestic Demand -2.7 0.5 0.8 0.9 0.8 -2.3 1.9 1.4 1.3
Net External Demand 1.3 0.7 0.7 0.6 0.9 0.7 1.0 -1.0 -0.3 0.2

Evolution of Prices 0.0 0.0
GDP Deflator 1.7 0.7 0.9 0.9 0.1 1.0 2.3 1.4 1.5
CPI/HICP 0.3 0.4 1.1 1.1 0.4 1.2 0.3 0.0 0.7

Evolution of the Labour Market 0.0 0.0
Employment -2.6 1.0 0.8 0.8 0.7 -2.6 1.4 1.0
Unemployment rate (%) 16.3 15.4 14.8 13.5 14.8 15.0 16.2 14.2 13.4
Apparent productivity of labour 1.7 0.4 0.7 0.5 0.7 1.6 -0.4 0.5

Current and Capital Account Balances (as % of GDP) 0.0 0.0
Net lending/borrowing 2.0 2.9 3.4 2.9 1.3 1.5 1.5
- Current Account Balance 0.4 1.6 2.2 0.8 1.1 1.0 -0.3 0.3 0.3
of which Balance of Goods -3.5 -2.7 -2.3 -2.6 -4.0 -3.8 -4.0
- Capital Account Balance 1.6 1.3 1.3 1.9 1.5 1.2 1.2

ESA 1995 ESA 2010
MF (FSD) MF (SB2015)

apr/14 oct/14
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An analysis of the developments in GDP per capita, productivity and consumption per 
capita compared to the Euro Area (EA12) average, shows that consumption remains at 
a more similar level to the EA12 average, when compared to the income that give rise to 
it, a difference that the DSB/2015 forecast stresses once again. The figures shown in Chart 2 
underline the risks of this trend. Note in particular, the slower the adjustment in the 
Portuguese economy’s expenditure pattern, the longer the financial restrictions associated 
with the external debt level that the country faces. In particular, the adjustment requires a 
high level of investment aimed to increase productivity and competitiveness levels, which 
involves an increase in internal saving; otherwise the return to an external imbalance may 
destroy the confidence required to achieve that level of investment. 

Chart 2 – Comparison of the trend of GDP per capita, consumption per capita and apparent 
productivity at current prices between Portugal and the EA12 average (%) 

 
Source: AMECO from 1995 to 2013. | Notes: The figures for Portugal for 2014 and 2015 
are based on the growth rates forecast by the MF in the DSB/2015. EA – Euro Area. 

The CFP has also highlighted the risk associated with the forecast of foreign demand 
for the Portuguese economy. The recent prospects for the Euro Area economies have 
deteriorated, in particular for the main Portuguese exports destinations, a trend that is linked 
to a general and downward revision of the growth prospects for emerging economies (that 
still play an important role as new markets). This external context may place at risk the exports 
forecast. Nevertheless, when taking into account the GDP and exports growth estimates 
published by Spain, Germany, France and Italy in their draft budgets for 2015, the expected 
fall in GDP growth has a less than proportional impact on imports growth forecast. If this 
becomes true, it may partially dampen the risk of optimism in the exports forecast, calling 
attention to the vital importance of coordinating economic policies within the Euro Area and 
also at an international level. 
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Table 3 – Growth forecasts for GDP and imports published in the draft budgets of the main 
destinations of Portuguese exports within the Euro Area 

 
Sources: MF-WEO: MF quoting the IMF’s WEO in the SB 2015 Report 2015; EC - Draft budgetary plans of euro area Member 
States | Notes: DBP - Draft Budgetary Plan 2015. The column headed “Revision” relates to the revision of DBP 2015. 

The expected developments for employment and remuneration have a very high 
potential impact in the DSB/2015 forecasts, since the projections for tax revenue and 
for the Social Security budget are dependent upon them. For 2014 the MF estimates an 
increase in remunerations paid as a result of both a significant increase in employment (1.4%) 
and a decrease in remuneration per worker (0.7%). For 2015 the MF expects remunerations 
to rise considerably (2.3%).This change may be supported by an increase in the Minimum 
Monthly Wage (MMW) from 485 € to 505 € (an increase of 4.1%) and by the partial reversal 
of the general government salary cuts that have been in force since 2011.  

The extent to which the effect of the increase in the MMW and the unfreezing of 
general government salaries affects the rest of the economy will play a central role in 
the impact of this change. Recent literature on the effects of increases in the MMW3 on the 
distribution of wages suggests the effects are limited (although with some quantitative 
significance) to wages close to the minimum.4 It even recognises the possibility of negative 
effects on the higher salaries so as to absorb the additional costs businesses have to bear. In 
2015 that effect, more notable in the private sector, may be offset by the partial reversal of 
general government salary cuts. 

  

3 CENTENO, Mário, DUARTE, Cláudia e NOVO, Álvaro (2011), “O Impacto do Salário Mínimo Sobre os Trabalhadores com 
Salários Mais Baixos”, Economic Bulletin, Bank of Portugal, Autumn 2011. 
4 According to the available data 12% of full-time employees are covered by the MMW. See “Inquérito aos Ganhos e à 
Duração do Trabalho” Office for Strategy and Studies of the Ministry of the Economy, 2013. 

MF-WEO DBP Revision MF-WEO DBP Revision MF-WEO DBP Revision MF-WEO DBP Revision

Spain 1.3 1.3 4.2 4.0 1.7 2.0 4.5 5.0

Germany 1.4 1.8 1.2 4.8 4.7 4.0 1.5 2.0 1.3 5.0 5.1 5.0

France 0.4 0.4 3.1 2.6 1.0 1.0 3.2 3.6

Italy -0.2 -0.3 1.3 1.8 0.8 0.6 2.7 3.4

2014 2015

GDP Imports GDP Imports
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Chart 3 – Changes in consumption, remunerations and employment 
Private consumption at current prices (M€) Nominal compensation of employees (M€) 

  
Total employment (thousands) Nominal compensation per employee (€) 

  
Source: INE - National Accounts; MF – DSB/2015. CFP calculations. 

However the macroeconomic scenario published by the MF forecast real wages 
stabilisation in 2015. The available data and the MF forecasts suggest that apparent 
productivity will continue to increase (based on nominal GDP), although with variable rates 
(in terms of level and sign), and that the private consumption deflator will continue to record 
positive values. In 2014 the deflator value (0.9%) enhances the real loss of average 
remunerations per worker (estimated at -0.7%), whilst the figure forecast for 2015 (1.2%) 
cancels out the effect of the nominal growth in remunerations estimated by the MF (also 
1.2%). 

Chart 4 – Change in apparent productivity and the rate of change in the private consumption 
deflator 

Apparent productivity Rate of change in the private consumption deflator 
(%) 

  
Source: INE - National Accounts; MF – DSB/2015. CFP calculations. 

Attention should be called to the economic and fiscal risks associated with price 
behaviour, in regard both to the effects of low inflation persistence, or even deflation, 
and to the estimated GDP deflator which, if it does not prove true, may undermine the 
achieving of the public finance targets expressed as a percentage of nominal GDP. 
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Following a 0.3% change in the CPI in 2013 and its expected stagnation in 2014 (estimated 
growth of 0.0%), it is foreseen a 0.7% change for 2015. That forecast comes at a time of 
successive slowdowns in inflation in the Euro Area (measured by the HCPI), currently standing 
at 0.3%. The reversal of this trend is largely dependent upon the success of ECB measures, 
the European economy’s recovery and the change in the international prices of raw materials 
and energy products. Note that there is a strong link between the inflation developments in 
the Euro Area and in Portugal. The MF forecasts for 2014 and 2015 to the CPI and to the rate 
of change in the private consumption and GDP deflators point to a certain misalignment of 
their respective tracks, which contradicts the historical record before the crisis. If the pattern 
of the different indices match as in the past, that will make it more difficult to achieve the 
fiscal goals expressed as a percentage of GDP.  

Chart 5 – Change in the Harmonised Consumer Price Index in the Euro Area (12) and in Portugal 
HCPI in Euro Area (%) HCPI in Euro Area and in Portugal (1991-2011) (%) 

  
Source: ECB and AMECO. 

Chart 6 – Change in the CPI and the GDP and private consumption deflators in Portugal 

 
Source: INE – National Accounts (ESA 2010). 

Note that the macroeconomic scenario sensitivity analysis included in DSB/2015 is 
inadequately explained from a technical standpoint and the relevance of the 
deviations’ impacts are insufficiently analysed. That sensitivity analysis may only be 
suitably performed on the basis of the econometric model that generates the forecasts. This 
is indispensable to show the potential impacts (positive and negative) of risks and 
uncertainties resulting from internal and external shocks to the economy and to fiscal 
developments. In addition to the importance of presenting a baseline scenario without 
measures, the report must also include information on the transmission mechanisms of 
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shocks and the analysis of the time profile of their effects. Thus the CFP recommends that 
the MF continues to improve the sensitivity analysis of the economic and fiscal forecasts, so 
as to allow an informed discussion about them. 

2.2 REVISION OF THE GENERAL GOVERNMENT ACCOUNT FORECAST 

The FSD/2014 was prepared according to ESA 95, which limits an evaluation of the 
short-term fiscal targets set in the DSB/2015, since the methodological changes 
stemming from ESA 2010 had an important impact on GDP and various public finance 
aggregates, as described in the Annex to this Report. Since the strategy for the 2014-2018 
period revised in line with the new national accounting rules is not available yet,5 the CFP 
undertook the conversion (on an indicative basis) of the general government account 
projections published in the FSD/2014, based on the information available for 2013 (the last 
year for which the annual accounts were produced in accordance with the two 
methodologies). While ESA 2010 has not changed the headline balance in 2013, it had an 
important impact in the amount and composition of revenue and expenditure and in general 
government debt. 

Since the publishing of the FSD/2014, besides the methodological changes and the 
revision of the macroeconomic prospects, there have been a number of political and 
economic developments that have impacted on the general government accounts. At 
the end of May the Constitutional Court declared three of the rules in the SB/2014 to be 
unconstitutional (the greater cut in wages that had been in force since January, the 
contribution payable on sickness and unemployment benefits, and the introduction of a 
means test on survivor’s pensions). In order to offset the impact of this decision from 
September 2014 onwards, the wage cuts that had been in place since 2011 were restored.6 
At the end of August the sustainability contribution that would have been in force from 2015 
onwards and the wage cuts planned for 2016 onwards were also declared unconstitutional, 
although the latter were allowed to fully remain in 2014 and with a partial reduction (of 20%) 
in 2015. These effects were partially offset by an improvement in the economy.7 Nevertheless, 
financial support granted in April to three SOEs was recorded as capital transfers, negatively 
affecting expenditure and consequently the fiscal deficit in 2014.8  

These events led to the revision of the revenue and expenditure aggregates for 2014 
and 2015, but their reconciliation with the FSD/2014 forecasts is not shown in the 
DSB/2015. The general government account estimate for 2014 and the MF forecast for 2015 
reflect various effects in opposite directions which, to be properly understood, require the 
publishing of the reconciliation between the FSD/2014 forecast and the DSB/2015 estimates, 

5 As usual, the FSD should be updated in April of the following year and be renamed Stability Programme. Then details 
should be given as to the effect of the methodological changes stemming from the rebasing of National Accounts and 
from the new ESA 2010 methodology on the medium-term strategy.  
6 They account for a cut of 3.5% to 10% on monthly wages greater than or equal to 1500 €.  
7 With an impact on tax revenue and expenditure with unemployment benefits.  
8 In April the State granted financing to three SOEs (CP - Comboios de Portugal, E.P.E.; Companhia Carris de Ferro de 
Lisboa, S.A.; and STCP - Sociedade de Transportes Coletivos do Porto, S.A.) in order to replace their bank debt. The financial 
support was recorded as a capital transfer for those enterprises and their total debt was immediately recognised as State 
debt. 
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as well as their impact on the strategy to be pursued from 2016 onwards. Such reconciliation 
is an important step which brings credibility to the fiscal projections underpinning the various 
budgetary planning documents, as well as the macroeconomic projections on which they are 
based. This is especially important when the fiscal strategy is defined according to a 
methodology that differs from the one that will guide its implementation.  

The DSB/2015 identifies fiscal pressures of around 0.9% of GDP, well above the 0.3% 
stated in the FSD/2014. The main pressure identified in the DSB/2015 relates to the impact 
of a rise in pension expenditure in 2014, estimated by the MF at 0.4% of GDP. This figure is 
higher than the total amount for pressures referred in the FSD/2014, which suggests that the 
fiscal pressures may not have been suitably evaluated in that document.9 This is a 
fundamental matter and reveals the importance of providing a baseline scenario in budgetary 
planning documents, which should show the expected developments in public revenue and 
expenditure resulting from the policies already in force at any given time and the scale of the 
adjustment needed to achieve the defined targets.  

The estimate for the 2014 deficit underlying the FSD/2014 under ESA 2010 was 
underestimated when compared to the DSB/2015. The estimate for the 2014 deficit 
published by the MF when analysing the debt dynamics under ESA 2010 pointed to a figure 
of 4%, which did not fully reflect the impact of the new methodology, in particular in regard 
to interest expenditure. That revision led to an increase in interest charges from 4.2% to 5.0% 
of GDP, which would raise the estimated deficit for 2014 to 4.7%. Accordingly, rather than a 
correction of 0.9 p.p. of GDP foreseen in the FSD/2014, the figures under ESA 2010 would 
only be consistent with an improvement of 0.1 p.p. of GDP in 2014. The DSB/2015 points to 
a correction of this scale, although with a different breakdown. The increase in compensation 
of employees (+0.4 p.p. of GDP) will be offset by other items, in particular by intermediate 
consumption and social transfers in kind (-0.1 and -0.2 p.p. of GDP respectively). The weight 
of revenue in GDP forecast by the MF is identical to that forecast in the FSD/2014, since the 
fall in capital and sales revenue and other current revenue (-0.5 p.p. of GDP overall) was offset 
by an upward revision in tax and social contributions revenue. 

9 It should be stressed that the FSD/2014 foresaw the introduction of a sustainability contribution (0.2% of GDP), which 
would partially offset the effect of the suspension of the extraordinary solidarity contribution.  
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Table 4 – Conversion of the FSD/2014 under ESA 2010 (p.p. of GDP) 

  
Source: INE and MF. CFP calculations | Notes: The general government account under ESA 95 underlying the FSD/2014 
was converted to ESA 2010 using an adjustment factor for each aggregate, which results from the ratio between the figure 
for each aggregate in 2013 under ESA 95 and under ESA 2010. The GDP shown in the FSD/2014 (MF) columns correspond 
to the GDP forecast by the MF in the DSB/2015 for those years.  

The improvement in the fiscal balance foreseen by the MF for 2015 falls short of that 
expected in the FSD/2014. In the DSB/2015 the MF estimates an improvement of 2.1 p.p. 
of GDP in the fiscal balance due to a 0.1 p.p. increase in revenue and a 2 p.p. decrease in 
expenditure. On the basis of the FSD/2014, adjusted for the changes stemming from ESA 
2010, the deficit would be expected to fall by 2.2 p.p. of GDP, in order to meet the target of 
2.5% of GDP, as laid down in the Recommendation of the Council of the European Union to 
Portugal under the excessive deficit procedure.10  

The DSB/2015 forecasts for 2015 reflect a fiscal adjustment less concentrated on 
expenditure. Adjusting the FSD/2014 forecasts for 2015 for the impact of ESA 2010, an 
improvement would be expected in the headline balance based on a 2.4 p.p. of GDP reduction 
in expenditure. Although the DSB/2015 foresees a decrease in 2 p.p. of GDP for this 
aggregate, it shows a lower fall in primary current expenditure (-1 p.p. of GDP), mainly 

10 Recommendation of the Council of the European Union of 18 June 2013. 

2013
INE (EDP) 2014 2015 Change 2014 2015 Change

Headline figures
Total revenue 45.2 44.5 44.3 -0.2 44.5 44.6 0.1

 Current revenue 44.2 43.3 43.2 -0.1 43.5 43.6 0.1
Tax revenue 25.1 24.5 24.6 0.1 24.7 25.3 0.6

 Indirect taxes 13.7 13.8 13.8 0.0 13.9 14.6 0.7
Direct taxes 11.3 10.8 10.8 0.1 10.8 10.7 0.0

Social contributions 11.9 11.5 11.3 -0.2 11.8 11.7 -0.1
of which: actual soc. contr. received 8.7 8.5 8.6 0.0 8.9 9.2 0.3

 Sales & other current rev. 7.2 7.2 7.3 0.0 7.0 6.6 -0.4
Sales 4.0 4.0 4.0 0.0 3.9 3.8 -0.1
other current expenditure 3.2 3.3 3.3 0.1 3.1 2.8 -0.3

Capital transfers received 1.0 1.3 1.1 -0.1 1.0 1.0 0.0
Total expenditure 50.1 49.2 46.8 -2.4 49.2 47.3 -2.0

Primary expenditure 45.1 44.2 41.8 -2.4 44.2 42.3 -1.9
Current primary expend. 42.0 40.5 38.8 -1.7 40.6 39.7 -1.0

Intermediate consumption 5.7 5.9 5.5 -0.4 5.8 5.8 0.0
Compensation of employees 12.4 11.1 10.4 -0.7 11.6 10.9 -0.7
Social transfers 20.3 19.7 19.2 -0.5 19.5 19.2 -0.3

other than in kind 18.4 17.8 17.5 -0.4 17.8 17.5 -0.2
in kind via market producers 1.9 1.9 1.8 -0.1 1.7 1.7 -0.1

Subsidies 0.6 0.6 0.6 0.0 0.8 0.5 -0.3
other current expenditure 3.0 3.2 3.1 -0.1 3.0 3.2 0.2

Subsidies & other current exp. 3.6 3.8 3.7 -0.1 3.8 3.8 0.0
Capital expenditure 3.1 3.7 3.0 -0.7 3.6 2.7 -0.9

GFCF 2.2 2.7 2.6 -0.1 2.4 2.4 0.0
Other capital expenditure 1.0 1.0 0.4 -0.6 1.1 0.2 -0.9

Interest paid 5.0 5.0 5.0 0.0 5.0 4.9 -0.1
General government balance -4.9 -4.7 -2.5 2.2 -4.8 -2.7 2.1
Primary balance 0.1 0.4 2.5 2.2 0.3 2.2 2.0

Nominal GDP 171 211 175 471 180 770 5 299 175 471 180 770 5 299

FSD/2014 SB/2015
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explained by the change in the relative weight of intermediate consumption in GDP, which in 
the FSD/2014 fell by 0.4 p.p. while in the DSB/2015 it remains unchanged. That effect is offset 
by a sharper decrease in subsidies (-0.3 p.p. of GDP) and capital expenditure (-0.9 p.p. of GDP) 
compared to the FSD/2014 forecasts.  

From the FSD/2014 to the DSB/2015 there is a downward revision in the value of the 
consolidation measures and a change in their composition. The FSD/2014 identified 
several fiscal consolidation measures to be implemented in 2015 that would have an impact 
of 1378 M€ (0.8% of GDP). That sum was now revised to 1249 M€ (0.7% of GDP). On the 
revenue side the impact projected by the MF is practically the same as in the FSD/2014 (0.3% 
of GDP), but the measures to achieve those outcomes are different. Measures such as the 
increase in the VAT rate and employees contributions to CGA and to Social Security were 
replaced by increases in the contribution on banks and road sectors, although they do not 
fully offset the impact foreseen in the FSD/2014. On the expenditure side the cancelling of 
the sustainability contribution should be stressed, whose impact was estimated at 372 M€ by 
the MF.  The DSB/2015 thus provides for a lower decrease in expenditure, as compared to 
the FSD/2014, which will again be offset by resorting to temporary measures worth 0.1% of 
GDP.  

The rise in expenditure published in the DSB/2015 means it is impossible once again to 
meet the expenditure limit in the Multi-annual Budgetary Planning Framework 
underlying the FSD/2014. In order to operate as an effective restriction, the new 
expenditure limit financed by general revenue should only reflect the changes to the general 
government perimeter stemming from the new methodological rules on that sector’s 
boundaries. A medium-term approach to budgeting is an important step towards controlling 
the public accounts, which enhances the credibility of the fiscal adjustment process. However, 
its effectiveness depends upon the quality of the tools used to frame the expenditure. The 
successive upward revisions of the expenditure limits laid down in the MBPF reveals the lack 
of effectiveness of this tool, in the way as it is being implemented. 

The ESA 2010 methodological changes on 2013 public debt diverged from the MF 
forecast in April this year. A number of the assumptions on which the downward path of 
public debt published in the FSD/2014 was based are not confirmed under ESA 2010, 
especially in regard to 2013 and 2014. Although the nominal value of the 2013 debt under 
ESA 2010 is higher than that forecast by the MF in April 2014, the same happened to nominal 
GDP, leading to a lower debt ratio (128% of GDP) than the previous MF estimates (128.7% of 
GDP). Under ESA 2010 the effect of interest in 2014 will be greater than forecast by the MF 
(5% against the 4.2% of GDP set out in FSD /2014)11, which is expected to be offset by the 
improvement in economic growth forecast. In 2015 the drop in the public debt ratio to 
123.7% of GDP, a figure lower than expected in the FSD/2014, is heavily dependent on the 
stock-flow adjustment (-2.5p.p. of GDP).12  

11 The upward revision in the interest figure under ESA 2010 compared to the FSD/2014 forecast, also under ESA 2010, was 
due to the broadening of the scope of general government, which now includes: new SOEs with high interest costs; the 
charging to interest expenditure according to the new treatment method of pension funds; and the revising of financial 
intermediation services indirectly measured (FISIM).  
12 For further information on the type of stock-flow adjustments see: Notebook No. 1/2013 on Public Debt.  
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Table 5 – Comparison of the debt dynamics forecasts in the FSD/2014 and in the DSB/2015 under 
ESA 2010 (p.p. of GDP) 

  
Source: MF. CFP calculations | Notes: The column “FSD/2014 (CFP)” is an attempt to convert the figures published by the 
MF in the FSD/2014 under ESA/2010, taking into account the provisional figures published by the BoP for 2013, the new 
MF estimate for 2014 and 2015 GDP, while retaining the debt ratio for 2014 and 2015 forecast in the FSD/2014. The 
adjustment needed to achieve those debt ratios was imputed to the stock-flow adjustments. The primary balance shown 
in this table (symmetrical to the one presented in the previous table) corresponds to the conversion under ESA 2010 of 
the figures underlying the FSD/2014. (*) The interest effect results from the ratio between the estimated interest for the 
current year and the previous year’s debt stock, in line with the methodology adopted by the MF. The GDP shown in the 
FSD/2014 (MF) columns corresponds to the MF estimate underlying the projected public debt under ESA 2010 set out in 
the FSD/2014. That GDP figure was calculated on the assumption of an upward revision of 2.5%, compared to that indicator 
under ESA 95.  

2.3 MACRO-FISCAL PROJECTIONS 

The analysis of the fiscal aggregates projections in national accounts is based on figures 
adjusted for the effects of temporary and one-off measures and special factors, whose 
classification may differ from that used by other entities. 

2.3.1 Consistency of fiscal projections with the macroeconomic scenario   

The DSB/2015 estimates an increase in total revenue of 2831 M€ (+3.6%) vis-a-vis the 
2014 outturn estimate, rising to 44.6% of GDP and involving a change in its 
composition. The slight increase of 0.3 p.p. of GDP will be a result of 0.6 p.p. growth in tax 
revenue (+2402 M€) and 0.1 p.p. in social contributions (+735 M€), offset by the decrease of 
0.2 p.p. in sales (-62 M€) and 0.3 p.p. in other current revenue (- 290 M€),13 as well as the 
stabilisation of capital revenue (+ 45 M€). 

Tax revenue will increase by 5.5%, a higher rate than the 3% nominal GDP growth, and 
is expected to stand at 25.3% of GDP in comparison with the 24.7% forecast for 2014. 
According to the MF, the estimate for 2015 is based on the expected developments in the 
major macroeconomic indicators, the (unquantified) effect of a stronger fight against tax 
fraud and tax evasion, as well as the legislative changes proposed in the DSB/2015.14 Within 
the expected improvement in the economy, the increase in revenue will essentially come from 

13 According to the MF, the 0.2% decline in GDP is explained by the expected fall in revenue from CoCos, following the 
early capital reimbursement to the State by the institutions subject to capitalisation operations. 
14 Note the increase in Special Consumption Taxes, already planned in the FSD/2014, and the changes to the banking 
sector’s contribution to the resolution fund (as a result of increasing the maximum limit of the rate band applicable to the 
main tax base (liability) to 0.085%).  

2014 2015 Change 2014 2015 Change 2014 2015 Change
Debt Dynamics
(1) Primary Balance -0.4 -1.8 -1.4 -0.4 -2.5 -2.2 -0.3 -2.2 -2.0
(2) Snow-ball effect 1.8 1.3 -0.5 1.9 1.3 -0.7 1.9 1.2 -0.7

Interest effect 4.2 4.2 0.0 5.0 5.0 0.0 5.0 4.9 -0.1
Growth effect -2.5 -3.0 -0.5 -3.1 -3.7 -0.6 -3.1 -3.7 -0.6

(3) Stock-flow adjustment -2.6 -1.3 1.3 -2.1 -0.5 1.6 -2.5 -2.5 0.0

Change in public debt ratio =  (1)+(2)+(3) -1.2 -1.8 -0.6 -0.6 -1.8 -1.2 -0.8 -3.5 -2.7
Public debt 127.5 125.7 -1.8 127.5 125.7 -1.8 127.2 123.7 -3.5
Memo items: 

Implicit interest rate (J/Dt-1) 3.4% 3.5% 0.1% 4.0% 4.0% 0.0% 4.0% 4.0% 0.0%
GDP nominal growth 2.0% 2.4% 0.4% 2.5% 3.0% 0.5% 2.5% 3.0% 0.5%
Nominal GDP 173 129 177 258 4 130 175 471 180 770 5 299 175 471 180 770 5 299

FSD/2014 FSD/2014 SB/2015 
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indirect taxes. In this scenario the MF expects its relative weight in GDP to rise 0.7 p.p. in 2015 
– the year in which it will total around 14.6% of GDP. In the case of direct taxes, despite the 
projected 480 M€ increase in absolute terms, the MF expects its relative weight in GDP to 
stabilise at around 10.7%.  

There are risks in the direct tax revenue forecast, which is expected to rise by 2.5% with 
consolidation measures amounting to 114 M€.15 In the case of the PIT, an increase of 
2.4%16 is projected compared to the estimate for 201417, slightly higher than the expected 
change of 2.3% in compensation of employees (Table 5). Furthermore, the Draft Law no. 
256/XII on the PIT Reform incorporates a clause safeguarding the most favourable scheme 
which guarantees that, in certain circumstances, the tax burden of households will not rise. If 
the withholding tax tables are updated, while all other variables remain constant, this may 
lead to a drop in revenue in 2015, since the tax burden is expected to fall in some cases.18 In 
the case of the CIT, the MF foresees an increase in revenue of 178.5 M€ (Table 5),19 while the 
Draft Law foresees a tax rate cut from 23% to 21%.20 Bearing in mind that the cost of that 
measure was estimated by the Tax Reform Commission to be around 206.7 M€,21 and since 
the estimate for 2014 is influenced by the Extraordinary Investment Tax Credit (which 
according to the MF will have a negative impact of 225 M€), one concludes that the increase 
in CIT revenue forecast only reflects the expected positive developments in the economy and 
the stronger fight against tax fraud and tax evasion. However, since the information 
requested to the MF is unavailable, it is not possible to reach a sound conclusion as to any 
possible overestimate of this revenue. 

15 It includes the effect of the increase in the banking sector contribution (31 M€) and the net impact on tax revenue of 
compensation of employees and social transfers measures (83 M€). 
16 Since the direct taxes heading in the national accounts is not broken down, the information on net State tax revenue 
(public accounts) was used. 
17 The 2014 revenue forecast is already positively driven by the months in which it was impossible to apply the wage cuts 
following the Constitutional Court’s decision of 30 May 2014.    
18 In particular pensioners, due to a specific deduction (currently those receiving a gross pension over 22 500 € will see the 
deduction fall as income increases), large households through the introduction of a family coefficient, and an increase in 
the poverty line to 8500 € which allows households with few resources to be exempt from PIT. 
19 In public accounts. 
20 Following the recommendation made by the Reform Monitoring Commission, aimed at improving competitiveness and 
stabilising tax matters so as to encourage investment and to create jobs. 
21 To be reflected in the reverse-charge to take place in 2016, even though there will be some impact on total payments 
on account made/ to be made in 2015. Note that for 2014 (reverse-charge taking place in 2015) the negative impact on 
revenue is estimated at 219.6 M€.  
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Table 6 – Change in the State net tax revenue 2014-2015, by tax 
(in public accounting) 

 
Source: MF. CFP calculations. 

 

The indirect taxes in national accounts are expected to rise 1922 M€ (+7.9%) which 
could represent a non-negligible budget outturn risk. In regard to the VAT an increase of 
4.6% is estimated (See tables III.1.3. and III.1.4 of the SB/2015 Report),22 which is higher than 
the forecast increase in private consumption (3.2%). According to BoP research it’s the VAT 
has a unitary elasticity relating to an indicator that takes into account the breakdown of the 
consumption of products taxed at different rates.23 Although the MF explains part of the 
forecast improvement by the expected effect intensified fight against tax fraud and tax 
evasion,24 it is not possible to exclude all uncertainty in this field if the expected goals, which 
are not disclosed, are not met. In the case of the IEC, the figures forecast in public accounting 
(Table 6 – Change in the State net tax revenue 2014-2015, by tax) should reflect the change 
of these products’ inclusion in consumption, plus the increased tax burdens proposed in this 
field,25 more precisely the increase in ISP (+9.8%),26 although the outturn relating to 
September 2014 records a fall of 0.6%, in IABA (+13%)27 and in IT (+7.6%).28 In this specific 
context, there is also the risk of a decrease in demand for these products as a result of the 
tax increases. Lastly, contributing to this projection is the change in the tax on road services29 

22 Public accounts figure. 
23 Available at: Bank of Portugal  
24 The broadening of the tax base through reinforced IT means, SAFT-PT, electronic invoices and lucky invoices cannot be 
repeated. In 2015 all taxpayers whose turnover was greater than 100 000 € will be obliged to report stock levels. 
25 The MF forecasts revenue of 100 M€ that is not allocated to a specific tax which makes it impossible to evaluate its 
reasonableness. 
26 A broadening of scope in natural gas intended for use, made available for sale or to be consumed as fuel is expected. 
In addition this forecast may already include a revenue item of 95 M€, relating to CO2 emissions, in accordance with the 
Eco-Tax Reform Commission, but which was not taken into account in the context of fiscal consolidation measures. 
Available at: Eco-Tax Reform. 
27 An increase of 3% in the tax on beer, spirits and intermediate products is expected. 
28  A broadening of scope is expected (for example: snuff, chewing tobacco, heated and liquid tobacco containing nicotine 
in containers for loading and reloading electronic cigarettes). 
29 The part falling upon petrol rises from 67 € to 87 € for each 1000 litres, on diesel it rises from 91 € to 111 € and on auto 
LPG from 103 € to 123 €/1000 kg). 

2014 2015 2015/2014 2015/2014 September 2014

Estimate (M€) SB (M€) Change (M€) Year on year 
change rate (%)

Year on year 
september 

cumulative change 
rate (%)

Direct taxes 17 542.0 18 048.5 506.5 2.9% 8.5%
Personal income tax 12 863.1 13 168.0 304.9 2.4% 11.0%
Corporate income tax 4 511.5 4 690.0 178.5 4.0% -2.5%
Other 167.3 190.5 23.2 13.9% -

Indirect taxes 19 576.4 20 825.4 1 249.0 6.4% 6.3%
Taxes on oil  and energy products 2 103.5 2 310.0 206.5 9.8% -0.6%
Value added tax 13 849.0 14 490.8 641.8 4.6% 7.7%
Vehicle tax 463.9 559.5 95.6 20.6% 35.8%
Taxes on manufactured tobacco 1 399.2 1 505.1 105.9 7.6% 7.9%
Excise duty on alcoholic beverages 177.9 201.1 23.2 13.0% 2.5%
Stamp duty 1 266.1 1 388.8 122.7 9.7% -6.4%
Single road tax 265.4 314.8 49.4 18.6% 12.0%
Other 51.6 54.8 3.2 6.2% 14.2%

State subsector tax revenue 37 118.4 38 873.9 1 755.5 4.7% 7.3%

Taxes
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(+160 M€) and the change in the gambling tax model (+25 M€) and, possibly, other 
unspecified measures, namely those regarding the so-called Eco-Tax Reform.30   

The revenue from social contributions published in the DSB/2015 points to a recovery 
of 3.6% (+735 M€), concentrated in the social security subsector, which is not 
adequately justified. The situation is different in the case of CGA and ADSE. The analysis by 
subsector based on the available information leads to the conclusion that the estimated 
increase of 5.5% in Social Security contributions31 is much higher than the improvement 
predicted in the macroeconomic scenario for the wage bill (2.3%). That change involves some 
risks, since no measures are provided to explain such a large difference. Social Security 
explains this increase by means of a 200 M€ increase in coercive revenue collection, an 
estimate that also seems to be overvalued considering this revenue’s tracking record. A 
contribution to this outcome should also come from an increase in revenue from audit 
operations that may reach 36.3 M€. CGA and ADSE contributions are expected to stabilise. It 
should be stressed that the projection published in the DSB/2015 only describes 
consolidation measures with a net estimated impact of 54 M€.32 

The DSB/2015, (headline values) includes a tax burden of 34.5% of GDP, which accounts 
for a rise of 0.9 p.p. of GDP compared to 2014, and results mainly from effective indirect 
taxes and social contributions. The increase in taxes in recent years is due to the sharp rise 
in rates and tax bases not only of taxes but also parafiscal charges, including new charges 
and contributions (for example in the banking, energy and, possibly, pharmaceutical 
sectors)33. Therefore the difficulties identified above stemming from the inadequate spending 
limit policy do not seem to have been rectified in 2015. 

Despite an expected nominal increase in total expenditure (1206 M€), in 2015 the 
expenditure to GDP ratio should fall to 47.4% of GDP, if GDP forecast by the MF arises. 
In nominal terms the increase in expenditure is explained essentially by social transfers 
(+868 M€), by other current expenditure (+568 M€) and by intermediate consumption 
(+363 M€). However, the nominal growth of GDP forecast by the MF (3%) should provide for 
a fall in the spending ratio (-0.7 p.p. of GDP), explained by compensation of employees  
(-0.5 p.p. of GDP) and benefits (- 0.3 p.p.).  

The estimate for spending on unemployment and social unemployment benefits   
seems reasonable, despite the shortage of available information. The change in the 
economic framework affects expenditure, especially through the impact on unemployment 
benefits and social unemployment benefits. Taking into account the change in spending on 
these transfers in 2014 and the decline in the unemployment rate forecast by the MF in 2015 

30 According to the Bill, net revenue from eco-tax reform is valued at around 148 M€. This results above all from the carbon 
tax (about 95 M€), which will be applied to business sectors not covered by the European emissions trading system and 
from the tax on plastic bags (44 M€). 
31 In public accounts Social Security contributions grow 5.5%, net of the effect of the Extraordinary Solidarity Contribution. 
32 DSB/2015 reports an impact of +75 M€ relating to the carry-over effect of the increase in ADSE, SAD and ADM 
contributions and -21 M€ from the net effect on employees’ contributions revenue of the compensation of employees 
measures. No reference is made to the -120 M€ relating to the loss of employers’ contributions, which also impacts on 
expenditure, neutralising its effect.  
33 Taking into account the possibility of replacing health spending cuts with additional revenue in that sector, especially 
from the pharmaceutical industry. This measure is provided for in the SB/2015 Report (see Table II.3.1 - Fiscal consolidation 
measures, page 48 of the SB/2015 Report), which includes the legislative authority in article 230 of the SB/2015 Bill (which 
creates the pharmaceutical industry contribution). 

16 | Analysis of 2015 Draft State Budget  Portuguese Public Finance Council 

                                                   



(from 14.2% to 13.4%), the estimate for spending on these items34 seems reasonable 
(1986 M€ in 2014 and 1758 M€ in 2015). However, the shortage of information provided by 
Social Security, in particular as regards beneficiaries’ average transfers makes it impossible to 
validate that estimate. 

2.3.2 Consistency of budgetary projections with the impact of fiscal consolidation 
measures 

This is the first time a baseline scenario is published35 but when it is combined with the 
fiscal consolidation measures it is not possible to confirm or reconcile the general 
government account aggregates. In effect the DSB/2015 Report publishes a chart (II.3.1. 
From the 2014 deficit to the 2015 deficit) which shows the deficit without one-off measures, 
fiscal pressures, the effect of the macroeconomic scenario, the deficit without measures, the 
fiscal consolidation measures and the deficit. Transparency will be strengthened when the 
DSB includes a table which in addition to the general government account figures in a 
baseline scenario identifies the sums underpinning each of the phases of that chart.  

The inadequate specification of the consolidation measures hampers the transparency 
of the budget exercise and puts it performance at risk. The value of unspecified measures 
(421 M€),36 is too high - around 40% of total permanent measures - which makes it impossible 
to assess its feasibility or its impact, and so puts its performance at risk. On the other hand, 
the DSB/2015 does not include a detailed plan for implementing the measures, which 
complicates its monitoring over the year. As recommended in CFP Report no. 3/2014, the 
credibility of budgetary planning would benefit from the disclosing of the governance model 
specified for each measure, including its nature, the coordinating bodies, the implementation 
schedule and the accounts in which the fiscal impact is expected. That instrument should be 
published in the section of each Budgetary Plan and describe the impacts of each across the 
board and/or sectoral measure. 

The fiscal consolidation measures were revalued at approximately 0.7% of GDP37 
against the 0.8% of GDP forecast in the FSD/2014. In the case of revenue, permanent 
measures total 504 M€, which accounts for a fall of 10 M€. The estimated impact of the 
increase in the Tax on Road Services38 totals 160 M€ (0.1% of GDP), a figure close to the 
150 M€ that would result from an increase of 0.25 p.p. in the normal rate of VAT (which would 
revert to the pension schemes). In addition, the increase in tax revenue resulting from the 
measures impacting on compensation of employees and social transfers (+46 M€)39 will 
partially offset the non-increase of 0.20 p.p. in the employee’s contribution to the social 

34 The estimate in the 2nd ASB/2014 for the “unemployment benefits” was 1676 M€ and for the “social unemployment 
benefits” was 311 M€. The DSB/2015 forecast sets these transfers at 1480 M€ and 278 M€, respectively. 
35 This table must be submitted to the European Commission for Draft Budgetary Plans assessment. 
36 This figure corresponds to: compensation of employees (75 M€); social transfers in kind (13 M€); intermediate 
consumption (190 M€); benefits (14 M€); investment (28 M€); other current expenditure (51 M€) and other revenue side 
measures (50 M€). 
37 Includes one-off measures. 
38 If rises from 67 €/1000 l to 87 €/1000 l (petrol), from 91 €/1000 l to 111 €/1000 l (diesel) and from 103 €/1000 kg to 
123 €/1000 kg (LPG). 
39 The FSD/2014 forecasts a rise in tax revenue of 37 M€ while DSB/2015 revises this sum to 83 M€, but no information 
was provided that allows this figure to be validated.  
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welfare systems that was included in the FSD/2014 and had an estimated impact of 100 M€ 
(0.15% of GDP). 

Revenue was revised upwards (+10 M€) due to the change in the gambling tax model. 
However, some risks still persist since the revenue will depend on the number of companies 
that acquire a licence, for which no estimate is given in the DSB/2015. 

As noted by CFP in its analysis of the FSD/2014, the DSB/2015 also does not specify the 
other revenue measures amounting to 50 M€, which means their nature and composition 
cannot be ascertained nor their respective impacts assessed. 

Table 7 – Adjusted General Government account and fiscal consolidation measures 

  
Source: Ministry of Finance. CFP calculations. 

The fiscal consolidation measures do not identify the effects (positive or negative) of 
the PIT and Eco-tax reforms that were expected at the time the SB was prepared, even 
if that may be explained by their neutrality. The MF has not informed the CFP if the estimated 
impacts of these tax reforms are already reflected in the projections published in the DSB. 

In 2015, total expenditure increases by 1206 M€, despite the forecasting of 
consolidation measures designed to cut spending by 530 M€, which suggests a high 
degree of fiscal pressures. The positive impact of the macroeconomic scenario provides for 
the cutting of expenditure through the automatic stabilisers (around 228 M€).40  Excluding 

40 In the absence of more detailed information in the DSB/2015 Report, account was taken of the changes in the 
“unemployment benefits” (-195 M€) and “social unemployment benefits” (-33 M€) items included in the Social Security 
account. 

Measures
M€

2014 2015 14/15 2014 2015 14/15 2015
Total revenue 44.3 44.6 0.3 77 724 80 555 2 831 504

 Current revenue 43.3 43.6 0.3 76 047 78 833 2 785 504
Tax revenue 24.7 25.3 0.6 43 327 45 729 2 402 399

Indirect taxes 13.9 14.6 0.7 24 458 26 380 1 922 285
Direct taxes 10.8 10.7 0.0 18 869 19 349 480 114

Social contributions 11.6 11.7 0.1 20 354 21 089 735 54
of which: actual soc. contr. received 8.9 9.2 0.3 15 673 16 709 1 036 54

 Sales & other current rev. 7.0 6.6 -0.4 12 367 12 014 -352 50
Capital transfers received 1.0 1.0 0.0 1 676 1 722 45 0

Total expenditure 48.1 47.4 -0.7 84 424 85 630 1 206 -530
Primary expenditure 43.1 42.5 -0.7 75 638 76 744 1 106 -530

Current primary expend. 40.3 39.7 -0.6 70 642 71 725 1 083 -501
Intermediate consumption 5.8 5.8 0.0 10 146 10 509 363 -507
Compensation of employees 11.4 10.9 -0.5 19 971 19 681 -290 -189
Social transfers 19.3 19.2 -0.1 33 841 34 709 868 345

other than in kind 17.6 17.5 0.0 30 836 31 706 869 518
in kind via market producers 1.7 1.7 -0.1 3 005 3 003 -2 -173

Subsidies 0.8 0.5 -0.3 1 401 975 -426 -99
Other current expenditure 3.0 3.2 0.2 5 283 5 850 568 -51

Capital expenditure 2.8 2.8 -0.1 4 996 5 019 23 -28
Interest paid 5.0 4.9 -0.1 8 787 8 886 100 0

General government balance -3.8 -2.8 1.0 -6 700 -5 076 1 625 1 034
Primary balance 1.2 2.1 0.9 2 086 3 811 1 724 1 034

Adjusted general government account
% GDP M€
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this effect, the difference between the change in expenditure and the value of the measures 
suggests the existence of fiscal pressures of around 2 B€ (1.1% of GDP). However, the MF 
only describes total pressure of 0.9% of GDP, of which, according to the DSB/2015 Report, a 
maximum of 0.7% may be attributed to expenditure side factors.41 The CFP requested the MF 
for additional details on the fiscal pressures, but received no reply. Therefore, this discrepancy 
(of around 0.4 p.p. of GDP) hinders the evaluation of the budget exercise to the extent that it 
is not clear which accounts are affected by those pressures. 

The increase in intermediate consumption expected in 2015 does not seem to reflect 
the impact of the proposed measures. The MF takes into account spending cuts of 507 M€, 
which include a drop in spending on information and communication technologies (138 M€) 
and on studies, opinions and other specialised work (179 M€). Considering the impact of 
these measures and discounting the increase in the cost of road PPPs (around 100 M€) and 
the budget reserve42 (which totals, at most, 215 M€), a fall in intermediate consumption of 
192 M€ would be expected. However, intermediate consumption increases by 363 M€, giving 
rise to an increase in expenditure of approximately 550 M€ that needs explaining. An 
examination of the expenditure allocated (in public accounts) to central government entities 
does not reflect a reduction in the items relating to ICT and studies, opinions and other 
specialist work (even excluding the impact of the new entities in the budgetary scope). 
Therefore, the intermediate consumption estimate suggests that the published measures 
were not fully taken into account in the services budgets or their impact was absorbed by 
increases in expenditure in other items. 

Overall, the decline in compensation of employees is explained by the published 
measures. The decrease (290 M€) is explained by such measures (cut of 189 M€) and by 
eliminating the employer’s contribution to ADSE. Fulfilment of the estimate thus depends 
upon the outcome of the measures aimed at lowering the number of employees (through 
retirement, cessation of employment and retraining), so as to more than compensate for the 
unfavourable impact of the change in wage policy. Note that the amount of compensation   
of employees forecast for 2015 is a record low,43 due to a large extent to the decrease in the 
number of employees recorded in recent years (around -10% from the end of 2011 to June 
2014). To maintain these levels a serious revising of general government procedures and 
organisation is required so as to improve the efficiency of human resources needed to 
maintain the public service provision levels.  

The amount of social transfers other than in kind, especially pensions and other 
transfers in cash to households, generally reflects the measures and the fiscal pressures 
identified by the MF, even if 100 M€ corresponds to inadequately specified measures. 
The change (869 M€) is explained by effects in different directions. On the one hand, 
expenditure is up due to two factors: the rise in spending on pensions due to the forecast 

41 The expected drop in revenue from CoCos (0.2% GDP) was deducted from the list of pressures presented in the DSB/2015 
Report (0.9% GDP). 
42 According to the clarification supplied by the MF, the budget reserve (215 M€) is net of retentions and was generally 
assigned to “Intermediate consumption”. The DGO application system shows that the reserve earmarked for services totals 
435.6 M€. The fact that this sum has not been fully taken into account in the 2015 Account is a different procedure to that 
followed in previous budgets. 
43 In nominal terms expenditure is less than in 2002; as a percentage of GDP it is the lowest figure since 1995. 
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growth in the number of pensioners (0.4% GDP, around 750 M€); and the unfavourable 
impact of the measures (518 M€), in particular the abolition of the Extraordinary Solidarity 
Contribution (660 M€). On the other hand, this change is partially offset by the decrease in 
spending on unemployment benefits and social unemployment benefits (228 M€). It should 
be stressed that the measure that establishes the introduction of a maximum ceiling on social 
transfers (with an impact of 100 M€) is not sufficiently specified in the DSB/2015 Report, and 
so it is not possible to confirm which transfers it refers to nor its feasibility.44 

The available information on social transfers in kind, benefits and other current 
expenditure does not allow their developments to be matched to the impact of the 
measures. The MF expects social transfers in kind to stabilise, despite the introduction of 
cuts worth 173 M€ in spending on medicines. The decrease in benefits (426 M€) exceeds the 
expected impact of the measures (decrease of 99 M€), a difference which the MF only partially 
explains by the drop in IEFP spending on subsidies (around -180 M€).45 Lastly, the MF says 
the increase in other current expenditure (568 M€) is influenced by the provisional 
allocation.46 Excluding that effect this item would increase by 167 M€ despite the measures 
that would lead to a 51 M€ fall. These discrepancies should be analysed in the DSB/2015 
Report. 

2.3.3 Consistency of the budgetary projections and the MBPF 

The new expenditure limit for 2015 stated in the MBPF is consistent with the budgetary 
goal in the national accounts but this is not the case in regard to the 2016-2018 period. 
The Top-Down exercise shows the consistency between the limit on central government 
spending financed by general revenue in 2015 (46 829 M€) and the budget deficit target in 
national accounts (4860 M€). However, as regards the expenditure limits set for the 2016-
2018 period there is no data that proves their consistency with the respective budgetary 
targets laid down in the FSD/2014. It must also be said that until now the provisions of article 
12-D (6) of the BFL have never been complied with. Those provisions state that in addition to 
the multi-annual limits the MBPF should also contain projections for general revenue and 
Central Government and Social Security bodies’ revenue for the next four years. 

44 The expenditure forecast in DSB/2015 in the non-contributory expenditure accounts does not appear to include a 
decrease consistent with the 100 M€ mentioned in the SB/2015 Report.  
45 In 2014 the corrected IEFP allocation for benefits up to September is 630 M€. In 2015 the expected expenditure for this 
item totals 449 M€. 
46 In 2015 there is a provisional allocation of 534 M€ in “Other current expenditure”, while the MF estimate for 2014 only 
includes the amount that has not yet been re-assigned (133 M€). 
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Table 8 – From the national accounts balance to the expenditure limit for 2015 in the MBPF (M€) 

 
        Source: MF. CFP calculations. | Note: CG – Central Government. 

2.4 INDEBTEDNESS, GROSS BORROWING REQUIREMENTS AND PUBLIC DEBT 
DEVELOPMENTS  

2.4.1 State net overall direct indebtedness  

The limit on State net direct indebtedness laid down in the DSB/2015 only covers 78.3% 
of the net borrowing requirements that will stem from the next year’s budget exercise. 
The net borrowing requirements that result from the State deficit forecast for 2015 
(6024 M€)47 and the net acquisition of financial assets (4965 M€) to be undertaken in that 
year are 2389 M€ higher than the maximum borrowing limit of 8600 M€ laid down in the 
SB/2015 Bill.48 The DSB/2015 Report refers to net borrowing requirements of 11 000 M€, 
assuming a cash balance of 4716 M€ from previous budgets.  

Authorised spending on financial assets is down 55% compared to 2014 essentially as 
a result of “other financial assets” and to a lesser extent of “loans granted”. In 2015, 
expenditure on other financial assets does not provide any appropriation for Strengthening  
Financial Stability and spending on loans granted to the Resolution Fund is not expected, 
unlike 2014 when the allocations reached 6400 M€ and 1500 M€, respectively. Comparative 
analysis of the SB/2014 and the DSB/2015, excluding the value of those two items in 2014, 
shows an increase of around 21.6% in spending on financial assets. This growth is partly a 
result of the appropriations for the new reclassified corporations (CP – Comboios de Portugal, 
EDIA, Empordef, Parpública, Parparticipadas and all the Hospitals, EPEs). 

47 This subsector’s deficit stems from the imbalance between expenditure covered by general revenue and general revenue 
collected by the State that does not come from indebtedness.       
48 Pursuant to article 130 (1) of the SB/2015 Bill.  

1. General Government budget balance (EDP) -4 860
2. Ajustments to the cash basis accounts balance -233
        Accrual (Commitments adjustments - Cash) -366
               Taxes and Social contributions -151
               Difference between interested paid and accrued 549
               Other accounts receivable (-) -483
               Other accounts payable (+) -281
        Differences due to General Government perimeter 218
        Other adjustments -85
3. General Government Balance (cash basis) [(1)+(2)] -5 093

a) Regional and Local Government Balance 674
b) Social Security Balance 842

4. Central Government Balance [(3)-(a)-(b)] -6 609
c) Revenue 56 558
          Tax revenue 40 314
          Other current revenue 14 314
          Capital transfers received 1 930
d) CG maximum Expenditure Limit [(c)-(4)] 63 167

e) Financed by own Revenues 16 338
5. CG limit for expenditure financed by general revenue (MBFP)  [d)-(e)] 46 829
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Chart 7 – Expenditure on financial assets (M€) 

 
Source: MF. CFP calculations. Notes: RPC = Reclassified Public Corporation; RF = Resolution Fund; ESM = 
European Stability Mechanism; SFSI = Strengthening of Financial Stability Initiative; Short term loans of 18 M€ 
in FSD/ 2014 and 10 M€ in SB/ 2015. Under the 2nd SB/2014 the authorization of expenditure on financial 
assets has increased by 3854 M€, mainly due to the replacement of bank debt in three companies (CP, Carris 
and STCP) by state funding and to cover financing needs in new reclassified public corporations (EDIA, 
Empordef and Parque Expo). 

In 2015 financial support to reclassified public corporations will increase by around 
47% making a negative contribution to the estimated fall in State indebtedness. 
Compared to 2014 there will be a significant increase in State loans and capital injections to 
those corporations (1377 M€), explained mainly by the financing of the new reclassified 
corporations (particularly CP) and by the capital injection in REFER. The increased support to 
these corporations may prove to be even greater, bearing in mind that in terms of shares and 
other holdings the DSB/2015 forecasts an unspecified capital injection in the road transport 
sector of 241.5 M€ (which is recorded in the above chart as “other”). 

The DSB/2015 allows for an increase in the borrowing limit to ensure liquidity in 
financial markets.49 However, unlike the SB/2013 and the SB/2014 forecasts, the increase in 
the limit is not assigned to the Strengthening of Financial Stability Initiative. The DSB/2015 
only provides for the sum of 1 500 M€, which is allocated among other purposes for liquidity 
operations in the secondary market or financial derivatives operations, to be undertaken by 
the IGCP by issuing public debt or by the PDSF, in the case of the acquisition or sale of assets 
representing public debt.  

2.4.2 Gross borrowing requirements (2015-2018) 

In 2015 State gross borrowing requirements (in public accounting) should fall by 
around a quarter compared to 2014. The decrease in these requirements will stand at 
around 13.9 B€ (down by 25.8%) compared to the estimate for 2014, as a result of the forecast 
lower debt redemption and, to a lesser extent, of the budget deficit, combined with a decline 
in the acquisition of financial assets.  

49 Pursuant to article 136 (3) and (4) of the SB/2015 Bill. 
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Table 9 – Borrowing Requirements (M€) 

 
Source: DGO and MF. CFP calculations. 

Medium and long term debt redemption should total 55.8 B€ over the four-year period 
2015-2018. Next year the amount of medium and long term debt redeemed will total 8 B€, 
but the following year it will peak in this four-year period (17.2 B€). Whilst the amount of 
debt that will fall due in the final two years of the period is 14.9 B€ and 15.8 B€.50 57% of the 
redemption that will take place in 2016 relates to Treasury bonds (TBD) and 43% to loans 
under the EFAP (IMF and EFSF). The first repayment to the IMF under the assistance 
programme will be made in 2015 and from 2015 to 2018 around 41% (11.1 B€) of Portugal’s 
debt to that body will be settled.51 

Chart 8 – Gross borrowing requirements 2016-2018 (B€) 

  
Source: IGCP and MF. CFP calculations. | Notes: TB + OSTD = Treasury Bills and 
other short-term debts; Redemptions ML Term = Redemptions of Medium and 
Long-Term Debt; NBR = net borrowing requirement. The GG figures used are the 
ESA 95 figures underlying the FSD/2014 converted into ESA 2010, assuming a 
factor of adjustment for each budget item, which results from ratio of the value 
of each item in 2013 both in the ESA 95 and in ESA 2010.  The NBR excludes the 
repurchase of ISE’s (banking recapitalisations), the net financing of other debt 
instruments and privatisation revenue. The amount of short-term debt was 
maintained at 16.4 B€, assuming this stock is renewed annually. 

50 Only the existing debt stock was considered and no estimate was made of redemptions that may arise in those years as 
a result of future issues. 
51 As at 30 September 2014, in accordance with the IGCP monthly bulletin of October 2014. 

Amount Contrib. 
(%)

Amount Contrib. 
(%)

Amount Contrib. 
(%)

Amount % Amount %

1. 11 148 24.2 15 278 28.4 10 989 27.5 4 130 37.0 -4 289 -28.1

a) Budget deficit 7 665 16.6 7 424 13.8 6 024 15.1 -241 -3.1 -1 400 -18.9

b) Net purchasing of financial assets (except 
privatisation)

3 843 8.3 8 194 15.2 4 965 12.4 4 351 113.2 -3 229 -39.4

c) Strengthening of financial stabil ity 1 100 2.4 0 0.0 0 0.0 -1 100 -100.0 0 0.0

d) Privatisation revenues 1 459 3.2 340 0.6 0 0.0 -1 119 -76.7 -340 -100.0

2. 34 945 75.8 38 486 71.6 28 910 72.5 3 541 10.1 -9 576 -24.9

e) SC + TC 922 2.0 686 1.3 360 0.9 -236 -25.6 -326 -47.5

f) Short-term euro-denominated debt 24 157 52.4 23 563 43.8 20 210 50.7 -594 -2.5 -3 353 -14.2

g) Medium and long-term euro-denominated debt 10 604 23.0 13 616 25.3 7 073 17.7 3 012 28.4 -6 543 -48.1

h) Non-euro-denominated debt 61 0.1 558 1.0 1 307 3.3 497 814.8 749 134.2

i) Swaps capital flows (net) -798 -1.7 64 0.1 -39 -0.1 862 -108.0 -103 -160.9

3. 46 093 100.0 53 764 100.0 39 899 100.0 7 671 16.6 -13 865 -25.8

Net borrowing requirements (a) + (b) + (c) - (d)

Redemptions and cancellations [funded debt]                  
(e) + (f) + (g) + (h) + (i)

Gross Borrowing requirements (1) + (2)

Borrowing requirements
2013 2014E 2015F Change 2014/13 Change 2015/14
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2.4.3 Debt dynamics  

The DSB/2015 forecasts a turnaround in the upward trend of the public debt ratio in 
2014, in line with the FSD/2014. The decrease forecast in the DSB/2015 (0.8 p.p. of GDP) is 
less than in the FSD (1.2 p.p. of GDP),52 going from 128% to 127.2% at the end of 2014. In 
2014 and 2015 the 4.3 p.p. of GDP decrease in debt is due mainly to stock-flow adjustments 
(5 p.p. of GDP) and to a less extent to primary surpluses, partially offset by the negative 
dynamics (snowball effect).53 In accordance with the DSB/2015 Report, the use of central 
government deposits and the additional purchase of public debt securities by Social Security 
explain the stock-flow adjustments for those two years.  

Chart 9 – Contributions to the public debt developments (% of GDP) 

 
Source: Ministry of Finance. CFP calculations. 

The public debt path in 2015 and subsequent years is particularly constrained by the 
use of central government deposits. The continued acquisition of debt securities by Social 
Security may constrain the oscillation of the debt ratio, taking into account this entity’s ability 
to continually purchase them when Social Security resources have not increased in recent 
years. Given the volatility still recorded in the sovereign debt markets of countries that were 
(or are) subject to adjustment programmes, as well as the option of not resorting to an interim 
mechanism, it is advisable to retain a significant level of deposits until market conditions 
return to normal. 

In 2015 of the 3.5 p.p. of GDP decrease in public debt stock 2.5 p.p. of GDP will be 
driven by a favourable stock-flow adjustment, although the CFP has no knowledge of 
its breakdown.54 The forecast growth in nominal GDP and the primary surplus will also make 
a very positive contribution to the decrease in the ratio, although these effects will be partially 
offset by the impact of interest (as a whole these effects explain the remaining 1 p.p. of GDP 
fall in the debt ratio).  

52 In FSD/2014 the MF forecasts a debt ratio under ESA 2010 of 128.7% and 127.5% of GDP in 2013 and 2014 respectively. 
The 2013 figure published by the BoP is lower than that estimate (128% of GDP) due essentially to the effect of GDP.  
53 However, in nominal terms public debt is expected to maintain an upward trend recording a change of around 356 M€ 
in 2015 versus 2014. 
54 Clarification was requested from the MF but no reply had been received at the time this Report was completed. 
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In 2015 expenditure on interest should record a slight fall compared to the 2014 
estimate, reaching 4.9% of GDP. However, spending on interest in nominal terms should 
total 8886 M€, which accounts for a slight increase of 1.1% compared to 2014. In 2015 the 
drop in interest ratio-to-GDP will stem solely from a lower average public debt stock, with an 
opposite impact compared to 2012-2014, when there was a rise. 

Table 10 – Contributions to the change in interest 

 
Source: Ministry of Finance. CFP calculations. Formulas: Year=t and previous year =t-1; A=PD/GDP; B=[(At-
At-1)/2]; C=Interest / GDP; D=(C/B); E=[Dt-1*(Bt-Bt-1)]+[Bt-1*(Dt-Dt-1)]+[(Bt-Bt-1)*(Dt-Dt-1)]; F=[Dt-1*(Bt-Bt-1)]; 
G=[At-1*(Dt-Dt-1)]; H=[(Bt-Bt-1)*( Dt-Dt-1)] 

The “debt affordability” indicator will show an improvement in 2015 compared to 
2014. The estimate for 2014 shows an unfavourable performance compared to 2013 and 
predicts a downward trend for this indicator. This is due to a slight increase in total revenue 
and a more substantial rise in interest, which will result in a greater allocation of revenue to 
the payment of debt costs. In 2015 this indicator is expected to return to 2013 levels, a 
recovery compared to 2014 that will result from an improvement in total revenue in 
comparison with the increase in expenditure on interest. 

Chart 10 – Debt affordability 

 
Source: Ministry of Finance. CFP calculations. 

The behaviour of expenditure on interest suggests the fiscal consolidation should 
continue. The change in interest expenditures (+100 M€) is due to the increase of the public 
debt stock, since the Treasury continues to obtain financing at increasingly lower interest 
rates. Taking into account the borrowing requirements for 2015, the MF estimates that a 
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effect

Price 
effect

Cross 
effect

(A) (B) (C) (D) (E) (F) (G) (H)

2011 111.1 103.6 4.3 4.2% 1.17 0.48 0.64 0.09
2012 124.8 118.0 4.9 4.2% 0.61 0.60 0.01 0.00
2013 128.0 126.4 5.0 3.9% 0.06 0.35 -0.29 -0.02

2014E 127.2 127.6 5.0 3.9% 0.02 0.05 -0.02 0.00
2015F 123.7 125.5 4.9 3.9% -0.09 -0.09 -0.01 0.00
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1 p.p. increase in the State debt interest rate over the entire income curve may have an impact 
of 565 M€ (0.3% GDP).  
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3 ASSESSMENT OF FISCAL ADJUSTMENT, OF FISCAL POLICY 
STANCE AND OF COMPLIANCE WITH THE RULES 

For the analysis in this section, the calculation of the structural balance was based on the CFP’s 
criteria for the classification of temporary and one-off measures and special factors and on the 
MF’s cyclical components. In order to assess compliance with the fiscal balance rule, nominal 
GDP was used as the denominator, as required by the Budgetary Framework Law. 

 
3.1 FISCAL BALANCES 

The MF forecast for 2015 maintains the goal to eliminate the excessive deficit, although 
it revises the fiscal balance target published in the FSD/2014. The DSB/2015 lays down 
as a fiscal balance objective for 2015 a deficit of 2.7 % of GDP. This change reflects an upward 
revision of the deficit (+0.2 p.p.) compared to the commitment undertaken by Portugal. 
However the new forecast for 2015 aims at a deficit under the 3% of GDP limit set in the 
Treaty on the Functioning of the European Union (TFEU), putting an end to the Excessive 
Deficit Procedure that began in 2009. Despite the upward revision in the deficit goal, the 
budget imbalance correction for 2015 will show a decrease of 2.1 p.p. of GDP due mainly to 
a decrease of the effects of a temporary nature and to the favourable impact of the economic 
cycle which, if it occurs, will enhance the ability to generate primary surpluses (+2.0 p.p. of 
GDP) which are essential to begin the necessary downward track in the debt ratio.  

Table 11 – Budget indicators 

 
Source: INE, MF. CFP calculations. Note: * as a percentage of potential output. The cyclical components used match  
MF’s; (i) The temporary and one-off measures and special factors relating to 2010-15 are included in the Table in 
the Annex; (ii) In 2014 the CFP did not take the loss of revenue resulting from the investment tax credit (with an 
impact estimated by the MF at 0.1% of GDP) to be a temporary measure; (iii) The classification of transactions of 
a temporary nature adopted by the CFP may be revised to take into account the new classification that was 
adopted for some of these transactions in ESA 2010; (iv) the changes do not necessarily match the differences as 
a percentage of GDP due to rounding. 

According to the DSB/2015 a cumulative improvement in the primary balance versus 
2010 will continue to depend mainly on revenue. Excluding the effect of extraordinary 
measures on the primary balance, the SB/2015 projections point to a contribution of primary 

 % of GDP

2014 2015 2014 2015
Primary -8.2 -3.0 -0.6 0.1 0.3 2.2 -1.4 5.2 2.5 0.7 0.1 2.0

Actual (headline) -11.2 -7.4 -5.5 -4.9 -4.8 -2.7 -1.4 3.8 1.9 0.6 0.1 2.1
Adjusted of temporary & one-off measures -9.9 -7.5 -5.4 -5.2 -3.8 -2.8 -0.1 2.4 2.1 0.2 1.4 1.0

-8.5 -7.2 -5.4 -5.2 -3.8 -2.8 1.2 1.4 1.8 0.2 1.4 1.0

Cyclically adjusted -10.3 -5.7 -2.5 -1.8 -2.4 -1.1 -2.1 4.6 3.1 0.8 -0.6 1.2
Structural -9.1 -5.8 -2.4 -2.1 -1.4 -1.2 -0.8 3.2 3.4 0.3 0.7 0.2
Structural net of special factors -7.6 -5.5 -2.4 -2.1 -1.4 -1.2 0.5 2.2 3.0 0.3 0.7 0.2

Structural primary -6.1 -1.5 2.5 2.9 3.6 3.7 -0.9 4.6 4.0 0.4 0.7 0.1
Structural primary net of special factors -4.7 -1.2 2.5 2.9 3.6 3.7 0.5 3.6 3.6 0.4 0.7 0.1

memo items
temporary measures -1.2 0.2 -0.1 0.3 -0.9 0.1 -1.2 1.4 -0.2 0.4 -1.3 1.1
special factors -1.4 -0.3 0.0 0.0 0.0 0.0 -1.3 1.1 0.3 0.0 0.0 0.0
temporary measures & special factors -2.6 -0.2 -0.1 0.3 -0.9 0.1 -2.6 2.5 0.1 0.4 -1.3 1.1
output gap* -1.7 -3.4 -5.9 -6.1 -4.7 -3.1 -1.7 -1.7 -2.5 -0.2 1.4 1.6
cyclical component -0.9 -1.7 -3.0 -3.1 -2.4 -1.6 0.7 -0.8 -1.3 -0.1 0.7 0.8
interest payments 2.9 4.3 4.9 5.0 5.0 4.9 0.0 1.4 0.6 0.1 0.0 -0.1

Adjusted of temporary & one-off measures & 
special factors

Budget balance:
2010 2011 2012 2013

SB/2015
Change (p.p. of GDP)

2010 2011 2012 2013
SB/2015
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expenditure to the adjustment (in cumulative terms) of 46% and 49%, from 2010-2014 and 
from 2010-2015 respectively. This decrease is explained by shrinking investment. Revenue is 
expected to explain over half of the effort (expected to be 51% from 2010-2015) and will 
benefit from the decisive contribution of tax revenue. From 2014 to 2015 the improvement 
in the primary balance net of extraordinary measures will be based above all on the decrease 
in the relative weight of primary expenditure in GDP, and the magnitude of that decrease is 
contingent on the forecast nominal growth in GDP.  

Although the nominal decrease of the deficit forecast in the DSB/2015 will allow the 
deficit limit set in the TFEU to be met, it involves a lower annual structural adjustment 
than in the BFL. Although Portugal will not meet the deficit goal laid down in the Council 
Recommendation of 18 June 2013 (which provided for a decrease in the nominal deficit to 
2.5% of GDP in 2015), the deficit goal of 2.7% of GDP reaffirms the commitment to put an 
end to the Excessive Deficit Procedure in 2015. The forecast decline in the nominal deficit in 
2015 involves an improvement in the structural balance (+0.2 p.p. of GDP) below the general 
rule in the Budgetary Framework Law which sets an annual improvement of 0.5% of GDP. 
However, the level of the adjustment should take into account the economic cycle position.55 
The BFL also provides for a spending rule to assess compliance with the structural balance 
rule, but such compliance cannot be evaluated because the information has not been 
provided by the MF.56   

Chart 11 – Compliance with fiscal balance rules (% of GDP)  

 
Source: Ministry of Finance. CFP calculations. | Note: The structural figures are net of the 
economic cycle effects and the impact of temporary and one-off measures and special 
factors.  

3.2 FISCAL ADJUSTMENT AND FISCAL POLICY STANCE  

Against the background of improving economic activity, the DSB/2015 still predicts a 
restrictive fiscal policy, with minor progress in the convergence path to the MTO. In 

55   See article 12-C (6) and (10) of the Budgetary Framework Law, republished by Law no. 41/2014 of 10 July. 
56 Table 4.b.Sums excluded from the expenditure benchmark of the annex relating to Budgetary Plan Proposals sent to the 
European Commission was not completed. The CFP requested that information and was informed that these data would 
be reported at a later date.  
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structural terms, and as expected in the FSD/2014, the improvement in the primary balance 
will continue to sustain a restrictive fiscal policy stance and favour the structural adjustment 
required to achieve the MTO. In this regard the DSB/2015 points to a structural deficit of 
1.2%, placing it 0.7 p.p. of GDP away from the MTO. This outcome is explained by a positive 
contribution from economic growth to the improvement in the fiscal balance (which 
according to the MF will reach 0.8 p.p. of GDP versus 0.7 p.p. in 2014), and by a smaller 
contribution from interest. The positive change in the primary balance (+0.1 p.p. of GDP) 
reflects a slowdown in the public finance consolidation process as compared to the FSD/2014 
forecast.  

The cumulative breakdown of the fiscal adjustment suggests a poorer quality public 
finance consolidation. Net of the effect of the economic cycle, the MF forecasts involve a 
contraction in primary current expenditure in cumulative terms from 2010 to 2015, in 
particular compensation of employees and social transfers. However, in 2015 the fiscal 
consolidation measures will be insufficient to offset the fiscal pressures identified by the MF, 
which will lead to an increase in structural primary current expenditure (of 0.3 p.p. of GDP). 

Chart 12 – Fiscal policy and the cyclical position [2011-2015] 

 
Source: INE and MF. CFP calculations. | Note: (i) The nature of fiscal policy is evaluated by the change in the 
structural primary balance net of special factors; (ii) The economic cycle position is gauged by the change in 
the output gap, which reflects the difference between growth rates of GDP and potential GDP. F – Forecast.   
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3.3 MULTI-ANNUAL BUDGETARY PLANNING FRAMEWORK 
 
The MBPF continues to lack the necessary effectiveness and does not represent a 
genuine constraint on spending. Since the original MBPF was approved in July 2012, the 
ceilings that should control expenditure planning outturn over the medium-term have been 
successively revised upwards. The 2015 limit has already been raised by 2000 M€ since it was 
first set (see Chart 13). Driven by a series of factors, the option of increasing revenue in order 
to correct in the short term non-compliance with the spending limits, reduces this 
instrument’s credibility which, however, is still needed if the adjustment is to be consistent 
with sustainable economic growth. The approval of a MBPF with binding spending limits that 
are repeatedly amended destroys the instrument’s credibility, making it more difficult to 
devise a fiscal policy path that combines the measures required to achieve the indispensable 
efficacy and efficiency gains in the general government sector.  

The DSB/2015 revises the MBPF spending limits upwards for 2015-2018. An increase of 
763 M€ in the 2015 limit included in the FSD/2014 draft MBPF is proposed (which increases 
above all social programmes),57 while in each year from 2016 to 2018 the revision stands at 
958 M€. The DSB/2015 Report states that these changes are a result of the changes in the 
macroeconomic scenario, the Constitutional Court decision58 and fiscal pressures.  

Chart 13 – Multi-annual spending limits under the MBPF (M€) 

 
Source: Ministry of Finance. | Note: the solid lines represent the various MF forecasts: the original 
MBPF (approved by Law no. 28/2012, of 31/7), SB/2013 (Law no. 66-B/2012, of 31/12), 1st 
ASB/2013 (Law no. 51/2013, of 24/7), SB/2014 (Law no. 83-C/2013, of 31/12), 2nd ASB/2014 (Law 
no. 75-A/2014, of 30/9) and DSB/2015 (Proposal Law No. 254/XII). The line between squares 
represent the budget outturn for 2012 and 2013. The dotted line represents the proposed MBPF 
updates published along with the FSD/2012 and the FSD/2014. 

  

57 The FSD/2014 already provided for an upward revision of the 2015 spending limit (+644 M€). However no formal update 
was made to the MFBP approved by the SB/2014 Law.  
58 Constitutional Court Judgement no. 413/2014, rendered on 30 May and published in Diário da República on 26 June 
2014, which declared the wage cut set out in article 33 of Law no. 83-C/2013 of 31 December to be unconstitutional. 

40 000

41 000

42 000

43 000

44 000

45 000

46 000

47 000

48 000

49 000

50 000

2012 2013 2014 2015 2016 2017 2018

Outturn

MBPF (jul/12)

SB/2013 SB/2014

FSD/2014 
(update 
project)

FSD/2012 
(update project)

SB/2015
2nd 

ammend
2014

1st 
ammend

2013

30 | Analysis of 2015 Draft State Budget  Portuguese Public Finance Council 

                                                   



According to the new MF estimate for 2014 expenditure will stay below the limit 
approved in the 2nd ASB/2014. The SB/2015 Bill does not alter the spending limit for 2014 
because it had already been increased to 46 904 M€ under the 2nd ASB/2014 published at 
the end of August. A month and a half later the MF estimate for 2014 included in the 
DSB/2015 Report indicates a figure 385 M€ lower.59  

Table 12 – MBPF: spending limits for 2014 and 2015 (M€) 

Source: MF. | Note: For the purpose of comparability with the methodology adopted in the DSB/2015 and FSD/2014, the 
State transfer to CGA was considered in the program "Solidarity, employment and social security" instead of "Finance and 
public administration" (it wasn't possible to adjust the limits established for 2014 in the MBFP and the limits approved for 
2015 in the Law of SB/2014 because the detail of those amounts is not available). 

 
 

 
  

59 Estimate included in Table I.1.6. – “Central government expenditure financed by general revenue – Gross aggregates” of 
the SB/2015 Report (page 88). If the new estimate for 2014 becomes true, the MFBP spending limit will increase by 372 M€ 
compared to 2013 (contrary to the 757 M€ underlying the 2nd ASB/2014). 

2013
MBPF SB 2014 FSD 2014 2nd Ammend MBPF SB 2014 FSD 2014 DSB 2015

(jul/12) (oct/13) (apr/14) (aug/14) (jul/12) (oct/13) (apr/14) (oct/14)
1. SOVEREIGNTY 4 112 3 676 4 144 4 146 4 257 3 981 4 101 4 329 348 228
Sovereign Bodies 2 857 : 2 975 2 977 2 977 2 913 3 079 : 166
Governance and Culture 206 : 226 226 232 226 235 : 9
Foreign Affairs 307 : 285 285 292 290 293 : 3
Justice 743 : 658 658 756 672 722 : 50
2. SECURITY 3 513 3 497 3 309 3 283 3 367 3 208 3 309 3 371 163 62
Defence 1 759 : 1 694 1 683 1 723 1 728 1 748 : 20
Internal Security 1 754 : 1 615 1 600 1 644 1 581 1 623 : 42
3. SOCIAL 28 168 20 139 27 025 27 464 27 373 22 853 27 310 27 906 5 053 596
Health 7 902 : 7 621 7 621 7 753 7 718 7 908 : 190
Basic and Secondary Educ. and School Adm. 5 429 : 4 938 4 938 5 362 4 826 4 997 : 171
Science and Higher Education 1 356 : 1 296 1 296 1 363 1 312 1 361 : 49
Solidarity, Employm. and Social Security 13 480 : 13 170 13 609 12 895 13 454 13 639 : 185
4. ECONOMIC 10 354 16 379 11 190 10 930 11 907 15 379 11 346 11 223 -4 156 -123
Finance and Public Administration 3 065 : 3 360 3 099 4 153 3 097 3 094 : -3
Public Debt Management 6 827 : 7 239 7 239 7 111 7 801 7 464 : -337
Economy 91 : 222 222 259 111 174 : 63
Environment, P. Territory and Energy 337 : 41 41 42 39 195 : 156
Agriculture and Sea 33 : 328 328 342 296 296 : 0
5. TOTAL (1+2+3+4) 46 147 43 691 45 669 45 823 46 904 44 761 45 422 46 066 46 829 1 407 763
Memo:
6. Central Adm. total expenditure 61 285 : 60 969 : : : 60 969 : 63 167 : :
7. Weight, in % [(5)/(6)] 75.3 : 74.9 : : : 74.5 : 74.1 : :

Program
2014 2015 Dif DSB/2015 to:

outturn SB 2014 FSD/14
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ANNEX 1- FISCAL DEVELOPMENTS IN 2014 

The analysis in this section is based on the information published by INE on 30 September, relating to the 
quarterly national accounts by institutional sector, calculated for the first time in accordance with the 
new ESA 2010. The budgetary developments in the 1st half are examined in the light of the new MF 
estimate for 2014, disclosed in October in the DSB/2015 Report, since this is the only benchmark that 
uses the ESA 2010 methodology. The analysis is based on the figures adjusted for the effect of temporary 
and one-off measures and special factors.60 

The Portuguese economy showed signs of recovery in the first half of 2014, with GDP growing  
in year-on-year terms by 1% in volume in the first quarter and by 0.9% in the second (0.9% over 
the half year), and 3.1% and 2.1% at current prices over the same periods (2.6% over the half 
year). A significant contribution to this performance came from private consumption, which in the first 
and second quarters of 2014 rose, respectively 2.1% and 1.7% in volume (1.9% in the half year) and 
3.2% and 2.5% at current prices (2.8% in the half year), driven by the positive change in the labour 
market. Employment grew 1.5% and 1.6% in the first two quarters of the year and the rate of 
unemployment fell from 15.3% at the end of 2013 to 13.9% in the second quarter of 2014. The year-
on-year rate of change in wages went from -0.2% in the first quarter to 3.8% in the second.  

Chart 14 – Economic indicators with major fiscal impact in the 1st half of 2014  

GDP and Private consumption (YoY growth rate)   Employment and total compensation of workers 
(YoY growth rate) 

  
Source: INE – Quarterly National Accounts.  

In the 1st half of 2014, the (adjusted) budget deficit reached 5.0% of GDP, requiring a correction 
of 1.1 p.p. of GDP in the second half of the year in order to achieve the annual adjusted goal of 
-3.8% of GDP. In the 1st half of 2014, the (adjusted) general government deficit totalled 4228 M€, 
which accounts for 63.1% of the balance in the new MF estimate for 2014. As a percentage of output 
in the first half of the year, the deficit improved by 0.8 p.p. versus the same period the previous year 
due to the performance of tax revenue.61 A correction of 1.1 p.p. of GDP in the 2nd half of the year will 
be required to achieve the (adjusted) balance of -3.8% of GDP in 2014.62,63 Accordingly the deficit must 
not exceed 2.7% of half-year GDP in the second half of the year, a figure that compares with 4.6% in 

60 The temporary and one-off measures and special factors in 2010-15 are set out in the Table in the annex. For 2014 the 
CFP did not consider the loss of revenue resulting from the investment tax credit (with an impact estimated by the MF at 
0.1% of GDP) as a temporary measure. The classification of transactions of a temporary nature adopted by the CFP may 
be revised to take into account the new classification that was adopted for some of these transactions in ESA 2010. 
61 Compared to the 1st quarter of 2014, the improvement in the headline balance was 0.6 p.p. of GDP. The adjusted primary 
balance recorded a surplus of 0.2% of half-year GDP, still well below the estimate for the entire year (1.2% of GDP). 
62 Note that the original target for 2014 of a 4% of GDP deficit (retained in the two amending budgets) corresponded to 
a budget deficit of 4.3% of GDP in adjusted terms according to the temporary measures classification adopted by the CFP. 
The new MF estimate for 2014 published in the SB/2015 Report points to a deficit of 4.8% of GDP, which corresponds to 
3.8% in adjusted terms. 
63 This decrease is greater than that achieved in recent years: in the last three-year period the average drop in the deficit 
in the 2nd half of the year was 0.5 p.p. 
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the same period in 2013 (note that the payment of the holiday bonus occurred in that period, while in 
the current year it was paid in June and July). 

Chart 15 – General government fiscal balance 

Accumulated balance, % of GDP 
 

 
Source: INE. CFP calculations. | Note: The temporary and one-off measures and special 
factors underlying this chart are set out in table 22.  
 

The Social Security Funds was the only subsector that showed a more favourable development 
of its budget balance by the end of the 1st half of the year than estimated by the MF for the 
entire year. The budget balance ratios to GDP of the Social Security and the central government 
subsectors recorded a year-on-year improvement of 0.5 p.p. and 0.4 p.p., respectively,64 while the 
regional and local government subsector balance was 0.1 p.p. worse. The year-on-year decrease in the 
general government deficit achieved in the 1st half of the year is 0.6 p.p. below the new MF estimate 
for the whole of 2014,  a difference which is explained by central government (0.4 p.p.) and, to a lesser 
extent, by regional and local government (0.2 p.p.). The year-on-year improvement in the Social 
Security Funds subsector balance is slightly better than forecast for 2014.  
 

Table 13 – (Adjusted) fiscal balance by subsector (as % of GDP) 

 
Source: INE and Ministry of Finance. CFP calculations. | Notes: * corresponds to the MF 
estimate included in the DSB/2015; adjusted figures; CG – Central Government, RLG – 
Regional and Local Government, SSF – Social Security Funds, GG - General Government. The 
temporary and one-off measures and special factors underlying this table are set out in 
table 22 in annex. 

 

64 The Social Security Funds surplus increased 402 M€ in y-o-y terms, due above all to the growth in revenue from social 
contributions and the decrease in spending on social transfers. The central government deficit fell by 222 M€ since the 
increase in tax revenue more than offset the decline in social contributions (to CGA) and the increases in primary current 
expenditure and interest.  
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Table 14 – (Adjusted) General Government Account (M€) 
(Accumulated figures at end of each period) 

 
Source: INE and Ministry of Finance. CFP calculations. | Notes: the column headed “Annual estimate” corresponds to the 
MF estimate for 2014 published in the DSB/2015 Report. The last two columns show the annual change underlying that 
benchmark. Ctrc – contribution to year-on-year rate of change. The GDP taken into account in 2014 corresponds to the 
latest MF forecast. The temporary and one-off measures and special factors underlying this table are set out in table 22. 

In the 1st half of 2014, revenue grew at a slower rate than expected in the new estimate for the 
entire year. In effect in that period revenue growth stood at 0.5 p.p. below the forecast in the referred 
estimate, as a result of different factors (see Table 14 and the left hand panel of Chart 16): 

i) Tax revenue – recorded a higher contribution (by 1.1 p.p.) than the figure in the estimate 
(excluding the impact of ETSR in 2013), which was due to indirect taxes (+0.6 p.p.) and direct taxes 
(+0.5 p.p.); 
ii) Non-tax revenue – recorded a lower contribution by 1.6 p.p. against the figure in the MF 
estimate, half of which is explained by social contributions. Note that the year-on-year decrease 
observed in social contributions (-2.1%) and “Sales and other current revenue” (-3.1%) contrasts 
with the estimated increase for the entire year (0.9% and 0.1%, respectively). In addition the rate 
of decline in capital revenue in the first half of the year was sharper.  
 

% Ctrc % Ctrc
Total revenue 35 319 40 827 76 146 35 876 77 724 1.6 1.6 2.1 2.1

 Current revenue 34 642 39 729 74 371 35 312 76 047 1.9 1.9 2.3 2.2
Tax revenue 18 782 23 069 41 851 19 845 43 327 5.7 3.0 3.5 1.9

 Indirect taxes 10 649 12 503 23 152 11 472 24 458 7.7 2.3 5.6 1.7
Direct taxes 8 132 10 567 18 699 8 372 18 869 3.0 0.7 0.9 0.2

Social contributions 9 862 10 308 20 170 9 656 20 354 -2.1 -0.6 0.9 0.2
of which: actual soc. contr. received 6 942 7 654 14 595 7 429 15 673 7.0 1.4 7.4 1.4

 Sales & other current rev. 5 999 6 351 12 350 5 811 12 367 -3.1 -0.5 0.1 0.0
Capital transfers received 677 1 098 1 775 564 1 676 -16.7 -0.3 -5.5 -0.1

Total expenditure 40 133 44 902 85 035 40 104 84 424 -0.1 -0.1 -0.7 -0.7
Primary expenditure 35 928 40 577 76 504 35 748 75 638 -0.5 -0.4 -1.1 -1.0

Current primary expend. 34 142 37 702 71 844 33 852 70 642 -0.8 -0.7 -1.7 -1.4
Intermediate consumption 4 633 5 169 9 802 4 643 10 146 0.2 0.0 3.5 0.4
Compensation of employees 10 250 10 980 21 230 10 202 19 971 -0.5 -0.1 -5.9 -1.5
Social transfers 16 295 18 434 34 728 16 133 33 841 -1.0 -0.4 -2.6 -1.0

other than in kind 1 436 1 872 3 308 1 600 3 005 11.4 0.4 -9.2 -0.4
Subsidies 363 623 987 464 1 401 27.8 0.3 42.0 0.5
Other current expenditure 2 601 2 495 5 096 2 410 5 283 -7.3 -0.5 3.7 0.2

Capital expenditure 1 786 2 875 4 660 1 896 4 996 6.2 0.3 7.2 0.4
GFCF 1 458 2 228 3 686 1 662 4 296 14.0 0.5 16.5 0.7
Other capital expenditure 327 647 974 234 700 -28.6 -0.2 -28.2 -0.3

Interest paid 4 205 4 325 8 530 4 356 8 787 3.6 0.4 3.0 0.3
General government balance -4 814 -4 075 -8 889 -4 228 -6 700
in % of GDP -5.8 -4.6 -5.2 -5.0 -3.8
Primary balance -609 250 -358 128 2 086
GDP (nominal) 83 192 88 019 171 211 85 174 175 471
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Chart 16 – Contributions to the deviation from the MF estimate for the whole of 2014 (p.p.) 

Revenue Expenditure 

  
Source: MF. CFP calculations. | Note: adjusted figures which may not correspond to the lengths of the bars due to rounding. 
The deviations stem from the comparison of the year-on-year change in revenue/expenditure in the 1st half of 2014 and 
the respective change in the new MF estimate for the whole of 2014. A positive expenditure figure corresponds to a 
favourable deviation, while the reverse is the case for revenue. 
 
In the 1st half of 2014, (adjusted) expenditure fell at a rate below the MF estimate for the entire 
year. The rate of decrease in expenditure was 0.6 p.p. below the rate in the new MF estimate for 2014 
as a result of the following factors:  

i) Primary current expenditure – this aggregate recorded a rate of decrease lower than that 
forecast for 2014 (-0.7 p.p.).65 On the other hand, the decrease in compensation of employees (-
0.5%) contrasts with the 5.9% fall in the annual estimate.66 On the other hand, social transfers are 
decreasing at a lower rate than that estimated for the entire year. In the opposite direction the 
increase in intermediate consumption (+0.2%) is well short of the estimate for the current year 
(+3.5%); 67 

ii) Capital and interest expenditure – capital expenditure’s contribution to the increase in 
expenditure was 0.1 p.p. lower than that forecast for the entire year (which is explained by the GFCF), 
while the opposite is true in the case of expenditure on interest (see right hand panel of Chart 17).68 

The decrease in the headline deficit was less expressive (-0.1 p.p. of GDP versus -0.8% in adjusted 
terms). This was because the impact of temporary and one-off measures was less negative in the 1st 
half of 2014 than in the same period the previous year. Note that in the 1st half of 2013 the BANIF 
recapitalisation transaction had a negative impact on the deficit of 700 M€ (0.8% of GDP generated in 
that period). In the 1st half of 2014 two operations that took place increased the deficit by 1289 M€ 
(1.5% of half-year GDP): the finance granted to Carris and STCP under the financial restructuring of the 
transport sector (1192 M€) and the write-off of bad debts held by BPN Crédito which the State sold 
(96.6 M€). In addition the payments made under the termination by mutual agreement programme 
totalled 56.5 M€ in the 1st half of this year. 

65 Note that in the 1st half of 2014 in the provisional appropriation and the budget reserve (which are recorded as “other 
current expenditures”) 448 M€ and 359 M€, were still available respectively. According to the new MF estimate for 2014, 
disclosed in October, the provisional appropriation which had not yet been reassigned totalled 132.5 M€ at that time. The 
budget reserve had already been fully reallocated in the 2nd ASB/2014. 
66 That change is influenced by the payments of wages with no cuts in June, as well as by the different intra-annual profile 
of the payment of holiday bonuses: this year the payment was made in June and July, whereas in 2013 it took place in 
November and December. 
67 In the 1st half of 2014 the increase in intermediate consumption in the regional and local government subsector 
(+168 M€) was offset by a decrease in central government consumption (-163 M€). 
68 According to the new MF estimate for 2014 expenditure on interest will total 8787 M€, a reduction of 63 M€ on the 
figure reported at the end of September, under the 2nd EDP notice of 2014. 
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The new nominal target for the budget deficit in 2014 falls short of that set in the European 
Union Council Recommendation (of June 2013) aimed at bringing an end to the Excessive Deficit 
Procedure in Portugal. In the 2nd EDP notice of 2014, the forecast for the general government 
(headline) deficit for 2014 was revised upwards to 4.8% of GDP.69 This new figure is greater than in the 
mentioned Recommendation, which states that Portugal must achieve a headline deficit of 4.0% in 
2014.70. It should be noted that in its Recommendation of July 2014, the Council considered that 
“Following the Constitutional Court ruling the fiscal strategy in 2014 will have to be revised in order to 
achieve the deficit target of 4 % of GDP. Nevertheless downside risks to the target remain, in particular 
due to the legal uncertainties and the statistical impact of the operations aimed at a more efficient 
management of the debt overhang of some state-owned enterprises.” (Recital no. 8). The Council also 
recommended in regard to 2014 that Portugal should «Implement the necessary fiscal consolidation 
measures for 2014, so as to achieve the fiscal targets and prevent accumulation of new arrears».71 In 
addition the Council recommended “Developing by the end of 2014 new comprehensive measures as 
part of the ongoing pension reform aimed at improving the medium-term sustainability of the pension 
system.” 

  
 

69 According to the MF, this revision stems above all from  the two transactions referred to in the previous paragraph that 
took place in the 2nd quarter of 2014, which in overall terms totalled around 1.3 B€. The revision did not incorporate any 
possible impact of the Resolution Fund subscribing to share capital in Novo Banco which took place in the 3rd quarter, 
since the national statistics authority has not taken a decision on the matter. 
70 Recommendation of 18 June 2013, following the updating of the Economic Outlook for Portugal in May 2013, by the 
Commission (which revised upwards the deficit target for 2014 from 2.5% to 4.0% of GDP). 
71 Council recommendation of 8 July 2014 on the National Reform Programme 2014 of Portugal delivering a Council 
opinion on the Stability Programme of Portugal 2014. 
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ANNEX 2 – THE IMPACT OF ESA 2010 ON NATIONAL ACCOUNTS 

MACROECONOMIC SCENARIO  

The macroeconomic forecasts underlying the 2015 State Budget were compiled in line with the 
new European System of National and Regional Accounts (ESA 2010) and taking 2011 as the 
baseline. The updating of the basic statistical data, the final results of which were published up to 2011 
by the INE on 29 August 2014 and the provisional results up to the 2nd quarter of 2014 on 8 September, 
involved a series of changes to the variables making up the macroeconomic scenario for 2015 that are 
the result of methodological changes and the inclusion of new sources.72  

From the expenditure standpoint the impact of the change in methodology and in the statistical 
basis of National Accounts on GDP aggregates required an average annual increase of 5.3 Billion 
Euros from 1995 to 2013. The table below shows the results for the major aggregates for which 
information is available. 

Table 15 – Comparison of the 1995-2013 series of expenditure items by volume taking 2011 as 
baseline (M€) 

 
Source: INE: Quarterly National Accounts – 2nd quarter of 2014; National Accounts (2011 baseline). CFP calculations. | 
Notes: The figures shown for 2013 under ESA 2013 at 2011 prices were calculated by the CFP by changing the 2006 prices 
in the series published by the INE. (1) – The GFCF series under ESA 2010 differ sharply (over 3%) from the previous 2006 
series, which is why the average and standard deviation shown relate to the 2006-2013 period. (2) – Under ESA 95 this 
item was called "Animals and crops". (3) - The ESA 2010 series differ greatly from the previous on from 2010 onwards. (4) 
– Under ESA 95 this item was called "Intangible fixed assets ". The GFCF series under ESA 2010 differ sharply (over 3%) 
from the previous 2006 series, which is why the average and standard deviation shown relate to the 2006-2013 period. 

  

72 The main changes are discussed in Destaque “Contas Nacionais Anuais – Base 2011 (1995-2011)” published by the INE 
on 29/08/14. 

Level  in 2013 
ESA 95

Level  in 2013 
ESA 2010

Average of 
diferences in 

level

Standard 
deviation of 

the 
differences in 

level

Weight of the 
differences as 
% of the ESA 

95 level 

Notes

GDP 163 270.2 168 018.0 5 286.6 532.7 3.3

Private consumption 105 149.3 108 403.3 3 666.1 347.0 3.6

Families consumption 101 742 105 227 3 932.8 335.8 3.9

Food and beverage products 20 848 20 437 -92.4 192.5 -0.4

Durable goods 7 126 7 468 457.8 169.2 4.5

Non-durable goods - non-food and beverage products and serv 73 880 77 322 3 751.6 237.7 5.3

Non-profit institutions serving households 3 407 3 176 -266.6 35.6 -8.5

Public consumption 31 902 32 809 1 108.6 378.4 3.5

Gross fixed capital formation 24 679 25 923 1 611.0 513.5 5.0 (1)

Cultivated biological resources 314 399 97.0 10.5 26.1 (2)

Other machinery and equipment  and weapon systems 6 953 6 217 -226.0 299.8 -3.4 (3)

Transport equipment 1 667 1 487 -183.2 34.3 -6.5

Construction 13 266 13 298 -263.3 175.0 -1.0

Intellectual property products 2 183 4 450 2 108.9 369.4 92.0 (4)

Acquisitions less disposals of valuables 137 100 -3.7 13.6 -2.6

Changes in inventories 805 365 -288.7 357.3 -33.9

Exports of goods and services 66 819 66 258 -706.4 221.3 -1.5

Exports of goods 49 641 48 830 -1 226.5 344.4 -3.6

Exports of services 17 183 17 427 505.2 307.0 5.3

Imports of goods and services 65 980 65 783 -357.1 136.5 -0.6

Imports of goods 56 531 56 688 411.9 329.4 0.7

Imports of services 9 443 9 095 -760.5 253.6 -9.0
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The changes introduced have a significant effect on GDP, in terms of both amount and volume, 
although the annual rates of change do not record particularly important differences. In 2013 
the difference in GDP at current prices between the two series is 5.5 B€, which accounts for an increase 
of 3.3% against the ESA 95 series. In terms of volume the difference is smaller, 4.8 B€ which is equal to 
2.9% of the volume under the previous method. Note that the differences are more significant but 
more stable by volume, whilst by amount the change increases over the period. 

Chart 17 – Amount and annual rate of change effect of the move to ESA 2010 on GDP by 
amount and volume 

GDP level current prices Growth rate current prices 

  
GDP level at 2011 constant prices  Real growth rate 

  
Source: INE – Annual National Accounts. CFP calculations.  

The methodological changes described by the INE in terms of their impact on GDP value (which 
as a whole and for 2011 is estimated by the INE to be 2.3%) are: 

a) The way expenditure on research and development is recorded ; 
b) The new analytical rules for the classification by sector of institutional units; 
c) The new rules for recording “special purposes entities”; 
d) The change in the recording of expenditure on military equipment; 
e) The new rules for recording external commercial transactions performed under the processing 

procedure.  

The incorporation of new statistical information impacted on the GDP composition and led to a 
0.6% increase in GDP in 2011. The new information covers the results of the 2011 Census, the 2009 
Agriculture Census, the 2010/2011 Household Expenditure Survey, the International Tourist Spending 
Survey and the revised Balance of Payments statistics introduced by the Bank of Portugal. 

According to the information available the main changes in the demand aggregates, are: 

a) Private consumption: the increase in household consumption driven by a rise in the level of 
private consumption. This is caused by a significant increase in the consumption of non-
foodstuff current goods and services, supported by the increase in imputed rentals (value of 
earnings and consumption imputed to own-occupied dwellings which had a positive and 
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significant impact of 1.8% of GDP) which in turn is mainly a result of the revising of the average 
value of imputed monthly rentals. There was also an increase in the consumption of durable, 
goods which was not identified by the INE. 

b) Public consumption (PC): the change in volume is essentially the result of the change in the 
GG scope (which increases its value) and the change in the criterion for recording military 
equipment purchases (which reduces the volume of intermediate consumption).  

c) Gross fixed capital formation (GFCF):  the increase in value stemming from the recording of 
research and development and military equipment spending as GFCF (no longer deemed 
running costs and recorded as intermediate consumption or remuneration as under ESA 95) 
which had a significant impact on GDP of +1.3% in 2011. Generally speaking the other GFCF 
accounts recorded a decrease in value about which no information is available. 

d) Exports and Imports: the change in these accounts is due to two important methodological 
changes: (i) the adoption of the new rules for recording “special purposes entities” and (ii) the 
use of new rules for recording external trade transactions performance under the processing 
procedure. The activities of special purposes entities are now only recorded as flows with 
resident entities, which gave rise to a negative impact on GDP. In the case of processing 
transactions the recording of the import and export of goods gave way to the net outcome of 
the transaction being recorded as the export of services which altered the amount of goods 
transacted (and the output composition) but did not affect GDP or external balances. 

The recorded decrease in the volume of employment when changing over to ESA 2010 combined 
with the upward revision GDP leads to a significant increase in apparent productivity, which on 
average stands at 4% (from 1995 to 2013). 

Table 16 – Comparison of the 1995-2013 series of employment, productivity and 
compensation of workers with 2011 baseline 

 
Source: INE - National Accounts 

From the demand standpoint a comparison of the deflators for the major GDP aggregates 
reveals differences between the series, which are especially significant in the case of the private 
consumption deflator and occasionally the GFCF deflator. 

Chart 18 – Comparison of the rates of change in the major GDP item deflators in the series 
under ESA 95 and ESA 2010 (%) 

GDP Private consumption 

  

Level  in 2013 
ESA 95

Level  in 2013 
ESA 2010

Average of 
diferences in level

Standard deviation 
of the differences 

in level

Weight of the 
differences as % of 

the ESA 95 level 

Payed employment (units) 3 885 3 700 -177.8 29.2 -4.3

Total employment (units) 4 525 4 450 -35.8 35.7 -0.7

GDP per worker (euros) 36 084 37 757 1 334.6 321.9 4.0

Total compensation (million de euros) 76 782 79 943 1 542.8 975.3 2.1

Compensation per worker (euros) 16 970 17 965 437.0 326.3 2.9
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Public consumption GFCF 

  
Exports Imports 

  
Source: INE – Annual and Quarterly National Accounts. CFP calculations. 

PUBLIC FINANCES 

The implementation of a new methodological framework for data compilation  in national accounts 
(ESA 2010), along with the introduction of a new basis for all economic sectors, involved major changes 
which had an impact on the budget aggregates and the calculation of general government deficit and 
debt. Mention should also be made of the publication of a new edition of the Manual on Government 
Deficit and Debt. Of particular note are the new rules for the classification by sector of institutional 
units previously classified in the financial and non-financial corporations sectors and the new rules for 
recording transactions.73  

 

  

73 For example in the case of financial corporations, the reclassification of Parpública - Participações Públicas, SGPS, SA, 
Sagestamo – Sociedade Gestora de Participações Sociais Imobiliárias, SA and Wolfpart, and in the case of non-financial 
corporations, EDIA - Empresa de Desenvolvimento e Infra-estruturas do Alqueva, SA and CP – Comboios de Portugal, EPE. 
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New rules introduced by ESA 2010  

The classification of the institutional units that make up the general government sector was 
revised as a result of a better clarification of quantitative and qualitative criteria. The use of the 
market/non-market test as a quantitative criterion74 for assessing the market nature of an entity was 
broadened in the ESA 2010. The inclusion of financial costs in the production costs that are relevant to 
the market/non-market ratio is the reason why a series of new public corporations were included in 
the general government scope, such as the train operator CP-Comboios de Portugal. That quantitative 
criterion was supplemented by qualitative criteria that take into account public control,75 and the nature 
of the each institutional unit’s revenue.  

Around a third of the new units recorded in the general government sector was due to the non-
market nature of their main revenue. This revision was due, on the one hand, to a new concept of 
“economically significant prices” set out in ESA 2010 according to which revenue from output mainly 
sold to general government or over which general government has a controlling interest and is able to 
impose the price, should not be taken into account for the purposes of the test (as in the case of Public 
hospital corporations).76  

The new ESA 2010 rules for recording certain transactions also had an important impact on the 
revenue and expenditure budget aggregates. The main transactions worth mentioning are: 

(i) New accounting treatment of pension fund transfers 

Under ESA 95, pension fund transfers were recorded as capital transfers received in the year in which 
the transfer took place, thereby improving the budget deficit in that year. ESA 2010 on the contrary 
holds that a fund transfer is a pre-financing of pension payments that become the public sector’s 
responsibility. Thus, the initial capital transfer is no longer recorded and it is replaced by the recording 
of current transfers made over the period in which the pensions are paid, from the year the fund was 
transferred. The value of the current transfers corresponds to the difference between pensions paid 
and contributions collected each year.  

In order for this transaction to have a neutral impact under ESA 2010, interest paid is imputed in an 
amount equal to what the State would have received annually if there had been capitalisation of the 
funds.77 Now the revenue from the pension funds capital transfer is only recorded in the financial 
accounts, i.e. the acquisition of an asset and the corresponding liability resulting from this advance. 
These assets/liabilities will be written off annually as the pensions are paid.   

74 It corresponds to the sales/production costs ratio. A unit is considered a non-market unit if its annual sales do not cover 
at least 50% of its production costs over a long period. 
75 The new control criterion led to the reclassification of a number of public sector holding companies, as they were 
understood to act as general government agents for public policy purposes that do not make autonomous decisions (as 
in the case of Parpública). The same public control criterion led to the reclassifying of entities that do not receive public 
funds and have their own by-laws and decision-making bodies but it did not lead to the reclassifying of public corporations 
such as the bus operators CARRIS and STCP, that are subject to public control and benefit from public guarantees and 
State Budget transfers (compensatory payments). 
76 In these circumstances this revenue not is considered to be the result of economically significant prices. 
77 The effect of recording pension funds transfers in the general government balance is only neutralised up to the amount 
of the transferred assets. From the time the funds are exhausted and the State begins to cover this liability, the impact on 
the budget balance will be unfavourable.  
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Thus, compared to the ESA 95 figures, the deficit worsens in the years in which the funds are transferred 
and improves in subsequent years due to the current transfers and interest paid under the new 
methodology.  

(ii) Classification of expenditure on Research and Development (R&D) and on military 
equipment as investment 

These items were previously recorded in the national accounts mainly as intermediate consumption 
(but also as remuneration, in the case of R&D), whereas ESA 2010 requires these transactions to be 
reclassified as gross fixed capital formation (GFCF), which in the case of R&D leads to the imputing in 
revenue of a sum equal to output for own use; 

(iii) Recording of the counterpart of financial sector regulatory organisations’ fees 

The classification as taxes of the revenue from fees charged by the financial sector regulatory 
organisations which were not included in the general government sector78 led to the imputing of an 
equal sum in intermediate consumption spending so as to reflect the purchase of those regulators’ 
services.  

(iv) Recording of interest related to swap transactions 

Under ESA 2010 interest from this type of instruments is now recorded as financial transactions.79  

Impact of ESA 2010 on budget aggregates in 2013 

Following the second excessive deficit procedure (EDP) notice of 2014, INE disclosed new time series 
of national accounts for the general government sector at the end of September 2014. A comparison 
of the figures in the new series for 2013 (the last year for which the INE published an annual estimate) 
and the latest estimate produced for that year by the same body under ESA 95, reported in the 1st EDP 
notice, shows significant differences that reflect the changes resulting from the new sector classification 
rules and the recording of the aforementioned transactions. 

The introduction of the new rules involved an increase in public expenditure and revenue. In 
2013 these changes resulted in an increase in the primary balance and the stabilising of general 
government net borrowing requirements (overall balance). The revenue imputing of pension funds was 
a decisive factor in the improved primary balance. In regard to the tax burden and public consumption, 
the changes vary according to whether they are measured in million Euros or as a percentage of GDP. 
In the case of GDP, the tax burden declined while the relative weight of public consumption remained 
unchanged in 2013. 

As for the budget aggregates the main impact of the changes in revenue are explained by “sales 
and other current revenue” and by tax revenue. In this context the following accounts are of 
special note: 

 Sales of goods and services (+2382 M€): the increase is explained above all by the inclusion 
of new entities in the general government scope, in particular the public hospital corporations 

78 Instituto de Seguros de Portugal (Portuguese Insurance Institute) and Comissão de Mercados e Valores Mobiliários 
(Stock Exchange Commission).  
79 Since the swap interest ceased to be taken into account when calculating the general government overall balance, the 
balance under ESA 2010 and the balance relevant for the excessive deficit procedure notice (which the CFP has called the 
EDP overall balance) are now the same.  
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and CP - Comboios de Portugal, with  significant revenues, but also by the fact that revenue 
(output for own final use) is now imputed to this account as a result of the new recording of 
R&D expenditure; 

 Other current revenue (+1291 M€): in national accounts this includes, among other items, 
“property income” and “current transfers”, and its revision is due in the case of current transfers 
to the new rule for recording pension funds.80 As for property income, the increase is mainly 
due to the incorporation of holding companies, especially Parpública and TAP, SGPS;   

 Tax revenue (+806 M€): The greatest change took place in indirect taxes as a consequence 
of the reclassifying of the fees charged by regulators as taxes on production. The tax burden 
is also affected, although a lesser extent, by a decrease in effective social contributions 
compared to ESA 95, resulting from the broadening of the scope. The contributions of these 
entities and their employees are now recorded as imputed social contributions.  

More than half of the increase in public expenditure under ESA 2010 is explained by the revising 
of spending on interest and capital expenditure: 

 Interest (+1466 M€): the revision is due mainly to the incorporation in general government 
of entities with high financial costs (Parpública, CP-Comboios de Portugal and EDIA), as well 
as to the new method of recording the transfer of pension funds to the State. Note that under 
the new method, a sum equal to the interest that would result from the capitalisation of the 
pension funds assets transferred to general government is imputed as expenditure.  

 Capital expenditure (+1337 M€): The new rules for recording research and development 
expenditure and the purchase of military equipment as investment (GFCF), that were 
previously recorded as intermediate consumption, explain the larger increase in capital 
expenditure compared to the previous system (ESA 95). The inclusion of new entities also 
contributed, although to a lesser extent, to this revision. The overall impact of these changes 
in GFCF also brought about an upward revision in fixed capital consumption which had a 
significant impact on public consumption and consequently on GDP; 

 Primary current expenditure (+2400 M€): There were changes in the composition and 
value of this account. The inclusion of new entities in the general government scope, in 
particular the public hospital corporations (HEPE), explains, in large measure, these changes. 
Previously payment of the sum corresponding to these hospitals’ programme-contracts were 
fully recorded as social transfers in kind. The inclusion of the HEPE in the general government 
sector under ESA 2010 means that these entities’ expenditure is again reflected in the public 
accounts according to their cost structure. Thus the new expenditure composition gives rise 
to an increase in compensation of employees and intermediate consumption and a decrease 
in social transfers in kind.81 On a smaller scale note should be taken of the imputing in 
intermediate consumption of the sum relating to the counterpart of the fees charged by the 
financial sector regulatory organisations.82  

80 The imputing of this transfer is calculated by the difference between pensions paid and contributions recorded in any 
one year. 
81 Following the incorporation of the HEPE the entire expenditure of these entities was taken into account and not merely 
the programme-contract payments, and this has a minor impact on total expenditure and the balance. 
82 Instituto de Seguros de Portugal (Portuguese Insurance Institute) and Comissão de Mercados e Valores Mobiliários 
(Stock Exchange Commission).   
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Table 17 – Quantification of the impact of ESA 2010 on budget aggregates in 2013 

 
Source: INE and CFP calculations. | Note: The value of GDP under ESA 95 corresponds to the figure published by the INE 
in March 2014, in regard to 2013.  

Impact of ESA 2010 on public debt and on the stock-flow adjustment  

The adoption of ESA 2010 led to a revision of the public debt series.  While INE compiled the non-
financial statistics, at the end of September the Bank of Portugal disclosed, the new public debt series 
which incorporate the methodological changes introduced by ESA 2010, the Manual on Government 
Deficit and Debt and the Balance of Payments and by the International Investment Position Manual.  

ESA 95 ESA 2010 Difference ESA 95 ESA 2010 Difference
Headline figures
Total revenue 72 410 77 425 5 016 43.7 45.2 1.5

 Current revenue 70 907 75 651 4 743 42.8 44.2 1.4
Tax revenue 42 091 42 896 806 25.4 25.1 -0.3

 Indirect taxes 22 568 23 507 939 13.6 13.7 0.1
Direct taxes 19 522 19 389 -133 11.8 11.3 -0.5

Social contributions 20 140 20 404 264 12.2 11.9 -0.2
of which: actual soc. contr. received 15 331 14 830 -502 9.3 8.7 -0.6

 Sales & other current rev. 8 677 12 350 3 673 5.2 7.2 2.0
Sales 4 508 6 890 2 382 2.7 4.0 1.3
other current expenditure 4 169 5 460 1 291 2.5 3.2 0.7

Capital transfers received 1 503 1 775 272 0.9 1.0 0.1
Total expenditure 80 531 85 735 5 203 48.6 50.1 1.5

Primary expenditure 73 467 77 204 3 737 44.3 45.1 0.8
Current primary expend. 69 444 71 844 2 400 41.9 42.0 0.1

Intermediate consumption 7 308 9 802 2 494 4.4 5.7 1.3
Compensation of employees 17 789 21 230 3 442 10.7 12.4 1.7
Social transfers 38 834 34 728 -4 106 23.4 20.3 -3.2

other than in kind 31 229 31 420 191 18.8 18.4 -0.5
in kind via market producers 7 605 3 308 -4 297 4.6 1.9 -2.7

Subsidies 1 117 987 -130 0.7 0.6 -0.1
Other current expenditure 4 397 5 096 700 2.7 3.0 0.3

Capital expenditure 4 024 5 360 1 337 2.4 3.1 0.7
GFCF 2 376 3 686 1 310 1.4 2.2 0.7
Other capital expenditure 1 648 1 674 26 1.0 1.0 0.0

Interest paid 7 064 8 530 1 466 4.3 5.0 0.7
General government balance -8 122 -8 309 -187 -4.9 -4.9 0.0
Primary balance -1 058 221 1 279 -0.6 0.1 0.8

-1 058 -206 852 -0.6 -0.1 0.5
Tax burden 57 424 57 728 304 34.7 33.7 -0.9
Public Consumption breakdown 31 422 32 448 1 025 19.0 19.0 0.0

Intermediate consumption 7 308 9 802 2 494 4.4 5.7 1.3
Compensation of employees 17 789 21 230 3 442 10.7 12.4 1.7
Social transfers in kind via market producers 7 605 3 308 -4 297 4.6 1.9 -2.7
Consumption of fixed capital 3 925 5 241 1 316 2.4 3.1 0.7
Other subsidies on production -620 -694 -74 -0.4 -0.4 0.0
Operating Surplus (Net) -75 450 526 0.0 0.3 0.3
Sales -4 508 -6 890 -2 382 -2.7 -4.0 -1.3
Other taxes on Production 0 0 0 0 0 0

Primary Balance excluding the inputation of 
  

Millions of de Euros % of GDP
2013 2013
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The changes introduced by ESA 2010 resulted in a nominal increase in public debt, although the 
upward revision in GDP lowered the ratio as a percentage of output.83 The new public debt series 
reflects the application of the new sector classification rules according to which various public 
institutional units become part of the general government universe. The 2001-2009 period, records a 
downward revision in the debt to GDP ratio, while 2010 and 2011 saw the largest upward revision in 
the volume and ratio of public debt, following the incorporation of CP-Comboios de Portugal, which 
under the new ESA 2010 series was only included in GG from 2010.  

Chart 19 – Public debt  

Nominal development (B€)  Development (% of GDP) 

  
Source: Bank of Portugal. CFP calculations.  

From 2001 to 2013, the deficit’s contribution to the change in annual debt under ESA 2010 
became more significant. The new method for recording pension funds, eliminating temporary 
revenues from general government revenue (reclassified as a financial transaction), no longer has a 
positive impact on the balance as it did under ESA 95.84 The 2010-13 period had a greater concentration 
of these transactions, now leading to a smaller stock-flow adjustment recorded as liabilities not 
included in debt (-7603 M€).  

The stock-flow adjustment, which reflects the change in debt not explained by the deficit, is 
smaller under ESA 2010 due to a series of different factors. Of special note due to their scale are:  

 The impact of incorporating Parpública which led to the writing-off of the debt between the 
State and this entity in the context of privatisations. The advances made by this entity were 
consolidated, which brought greater transparency as to the impact of privatisations on the 
decrease in public debt, by way of a decline in the value of “shares and other holdings”.85  

 The revised treatment of transactions relating to Community funds which reflects on other 
financial assets/liabilities providing for greater consistency with the balance of payments 
records and the non-financial accounts.  

 The increase in debt caused by “cash and deposits” and “securities other than shares”, is 
explained by the incorporation of new entities in the general government sector, in particular 
holding corporations and regulatory organisations.   

83 In 2013, public debt under ESA 2010 (128% of GDP) resulted in a value lower than under ESA 95 (128.9% of GDP). 
84 Under ESA 2010 pension funds revenue is recorded as a general government asset with a counterpart in liabilities not 
included in debt. 
85 Note that since 2010 the change in general government shares and other holdings has not reflected the impact of 
privatisations. Therefore the counterpart of the revenue collected by Parpública and transferred to the State was recorded 
as a loan to the State in “liabilities not included in debt”, and consequently in public debt.  
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Table 18 – Quantification of the impact of the stock-flow adjustment 

 
Source: Bank of Portugal and CFP calculations.  

 

 

 

  

ESA 95 ESA 2010 Dif. ESA 95 ESA 2010 Dif. ESA 95 ESA 2010 Dif. ESA 95 ESA 2010 Dif.
General government déficit 43 143 50 687 7 544 111 724 124 096 12 373 25.5 28.9 3.4 69.4 74.7 5.3
Stock flow adjustment 29 433 21 847 -7 586 37 393 30 488 -6 904 17.4 12.5 -4.9 22.8 18.0 -4.8

Net acquisition of financial assets 23 596 20 698 -2 899 30 560 28 016 -2 544 13.9 11.7 -2.2 18.5 16.3 -2.1
Currency and deposits 13 746 13 451 -295 12 313 12 623 310 8.1 7.7 -0.4 7.1 7.0 -0.1
Securities other than shares and other equity 5 232 5 874 642 6 106 6 900 793 3.2 3.5 0.3 3.8 4.2 0.3
Loans 2 912 3 051 139 2 983 3 112 129 1.7 1.7 0.0 1.9 2.0 0.1
Shares and other equity 145 -1 819 -1 964 3 505 1 144 -2 361 0.1 -1.1 -1.2 2.1 0.5 -1.6
Other financial assets 1 561 141 -1 420 5 652 4 237 -1 415 0.8 0.0 -0.9 3.5 2.7 -0.9

Transactions in l iab. not incl. in debt -4 176 3 426 7 603 -5 296 -992 4 304 -2.6 1.8 4.3 -3.5 -1.0 2.6
Oth. vol. and price chg of l iab. Incl. in debt 1 660 4 575 2 915 1 537 1 480 -57 1.0 2.5 1.6 0.9 0.7 -0.2

Change in Government Debt (Maastricht) 72 576 72 534 -42 149 116 154 585 5 468 42.9 41.3 -1.5 92.2 92.7 0.5
General Government Debt (Maastricht) 213 631 219 225 5 594 213 631 219 225 5 594 128.9 128.0 -0.9 128.9 128.0 -0.9

2010-2013 2001-2013
Millions of de Euros % of GDP

2010-2013 2001-2013
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ANNEX 3 – TABLES 

Table 19 –  Non-adjusted General Government Account (M€) 

 
Source: INE and MF.  

Table 20 – Adjusted General Government Account (M€) 

 
Source: INE and MF. CFP calculations. 

2014 2015
Total revenue 73 137 75 080 72 907 77 425 78 071 80 555

 Current revenue 70 855 73 141 69 882 75 651 76 394 78 833
Tax revenue 38 989 41 115 38 502 42 896 43 327 45 729

Indirect taxes 23 777 24 411 23 338 23 507 24 458 26 380
Direct taxes 15 211 16 703 15 163 19 389 18 869 19 349

Social contributions 21 362 21 201 19 524 20 404 20 701 21 089
 Sales & other current rev. 10 504 10 826 11 856 12 350 12 367 12 014

Capital transfers received 2 282 1 939 3 025 1 775 1 676 1 722
Total expenditure 93 237 88 048 82 217 85 735 86 407 85 415

Primary expenditure 87 969 80 443 73 864 77 204 77 620 76 528
Current primary expend. 75 019 72 791 68 315 71 844 71 336 71 725
Intermediate consumption 10 627 10 645 9 466 9 802 10 146 10 509
Compensation of employees 24 611 22 614 19 974 21 230 20 318 19 681
Social transfers 33 452 33 325 33 034 34 728 34 188 34 709
Subsidies 1 295 1 168 1 018 987 1 401 975
Other current expenditure 5 034 5 039 4 822 5 096 5 283 5 850

Capital expenditure 12 950 7 652 5 549 5 360 6 284 4 803
GFCF 9 479 6 139 4 271 3 686 4 296 4 373
Other 3 471 1 513 1 278 1 674 1 988 431

Interest paid 5 268 7 604 8 353 8 530 8 787 8 886
General government balance -20 100 -12 967 -9 310 -8 309 -8 336 -4 860
Primary balance -14 832 -5 363 -957 221 451 4 026
Tax burden 54 530 56 785 53 382 57 728 59 000 62 438
Current expenditure 80 287 80 395 76 667 80 374 80 123 80 611
Public debt 173 062 195 690 211 784 219 225 223 247 223 603
GDP 179 930 176 167 169 668 171 211 175 471 180 770

2010 2011 2012 2013
SB/2015

2014 2015
Total revenue 73 050 74 240 72 463 76 146 77 724 80 555

 Current revenue 70 855 72 301 69 697 74 371 76 047 78 833
Tax revenue 38 989 40 275 38 317 41 851 43 327 45 729

Indirect taxes 23 777 24 411 23 338 23 152 24 458 26 380
Direct taxes 15 211 15 863 14 978 18 699 18 869 19 349

Social contributions 21 362 21 201 19 524 20 170 20 354 21 089
 Sales & other current rev. 10 504 10 826 11 856 12 350 12 367 12 014

Capital transfers received 2 195 1 939 2 766 1 775 1 676 1 722
Total expenditure 88 414 86 889 81 637 85 035 84 424 85 630

Primary expenditure 83 145 79 285 73 284 76 504 75 638 76 744
Current primary expend. 74 524 72 742 68 213 71 844 70 642 71 725
Intermediate consumption 10 625 10 633 9 466 9 802 10 146 10 509
Compensation of employees 24 611 22 614 19 974 21 230 19 971 19 681
Social transfers 33 452 33 325 33 034 34 728 33 841 34 709
Subsidies 1 295 1 131 1 018 987 1 401 975
Other current expenditure 4 541 5 039 4 720 5 096 5 283 5 850

Capital expenditure 8 622 6 543 5 071 4 660 4 996 5 019
GFCF 7 296 5 677 4 271 3 686 4 296 4 373
Other 1 325 867 800 974 700 646

Interest paid 5 268 7 604 8 353 8 530 8 787 8 886
General government balance -15 364 -12 649 -9 174 -8 889 -6 700 -5 076
Primary balance -10 096 -5 045 -821 -358 2 086 3 811
Tax burden 54 443 55 945 52 938 56 448 59 000 62 438
Current expenditure 79 792 80 346 76 565 80 374 79 429 80 611
Public debt 173 062 195 690 211 784 219 225 223 247 223 603
GDP 179 930 176 167 169 668 171 211 175 471 180 770

2010 2011 2012 2013
SB/2015
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Table 21 – Adjusted General Government Account (% of GDP) 

 
Source: INE and MF. CFP calculations. 

Table 22 – Temporary measures and special factors (% of GDP) 

 
Source: MF. CFP calculations. | Note: The totals do not necessarily correspond to the sum of the individual 
items as a percentage of GDP due to rounding. The classification of transactions of a temporary nature 
adopted by the CFP may be revised to take into account the new classification that was adopted for some 
of these transactions in ESA 2010. 

2014 2015
Total revenue 40.6 42.1 42.7 44.5 44.3 44.6

 Current revenue 39.4 41.0 41.1 43.4 43.3 43.6
Tax revenue 21.7 22.9 22.6 24.4 24.7 25.3

Indirect taxes 13.2 13.9 13.8 13.5 13.9 14.6
Direct taxes 8.5 9.0 8.8 10.9 10.8 10.7

Socia l  contributions 11.9 12.0 11.5 11.8 11.6 11.7
 Sa les  & other current rev. 5.8 6.1 7.0 7.2 7.0 6.6

Capital transfers received 1.2 1.1 1.6 1.0 1.0 1.0
Total expenditure 49.1 49.3 48.1 49.7 48.1 47.4

Primary expenditure 46.2 45.0 43.2 44.7 43.1 42.5
Current primary expend. 41.4 41.3 40.2 42.0 40.3 39.7
Intermediate consumption 5.9 6.0 5.6 5.7 5.8 5.8
Compensation of employees 13.7 12.8 11.8 12.4 11.4 10.9
Socia l  transfers 18.6 18.9 19.5 20.3 19.3 19.2
Subs idies 0.7 0.6 0.6 0.6 0.8 0.5
Other current expenditure 2.5 2.9 2.8 3.0 3.0 3.2

Capita l  expenditure 4.8 3.7 3.0 2.7 2.8 2.8
GFCF 4.1 3.2 2.5 2.2 2.4 2.4
Other 0.7 0.5 0.5 0.6 0.4 0.4

Interest paid 2.9 4.3 4.9 5.0 5.0 4.9
General government balance -8.5 -7.2 -5.4 -5.2 -3.8 -2.8
Primary balance -5.6 -2.9 -0.5 -0.2 1.2 2.1
Tax burden 30.3 31.8 31.2 33.0 33.6 34.5
Current expenditure 44.3 45.6 45.1 46.9 45.3 44.6
Public debt 96.2 111.1 124.8 128.0 127.2 123.7
GDP 100.0 100.0 100.0 100.0 100.0 100.0

2010 2011 2012 2013
SB/2015

2010 2011 2012 2013 2014 2015
Temporay & one-off measures (impact on b. balance) -1.2 0.2 -0.1 0.3 -0.9 0.1
Revenue 0.0 0.5 0.3 0.7 0.2 0.0

Taxes on repatriation of capitals 0.0 0.2
Exceptional Scheme for Settl ing Tax and Social Security Debts - VAT 0.1
Exceptional Scheme for Settl ing Tax and Social Security Debts - Oth. IT. 0.1
Exceptional Scheme for Settl ing Tax and Social Security Debts -PIT ; CIT 0.4
Exceptional Scheme for Settl ing Tax and Social Security Debts -IMT; IMI 0.0

Exceptional Scheme for Settl ing Tax and Social Security Debts - social contributions 0.1

Sobretaxa em sede de IRS relativos a rendimentos de 2011 0.5 0.1

Compensation for rescission by mutual agreement 0.2

Expenditure 1.3 0.3 0.3 0.4 1.1 -0.1
Proceeds from concessions -0.1 0.0 -0.2 -0.1
Capital transfers (Banking sector) 1.3 0.3 0.5 0.4 0.1
One-off payments to the EU Budget 0.1 0.1

Compensation for rescission by mutual agreement 0.4
Capital transfers (Transportation sector) 0.7

Special factors (impact on b. balance) -1.4 -0.3 0.0 0.0 0.0 0.0
Revenue
Expenditure 1.4 0.3 0.0 0.0 0.0 0.0

Delivery of submarines 0.5
Reclassification of PPP into general government 0.4 0.1
Recording of Madeira region debt 0.5
Madeira capital transactions (SESARAM & reclass. of Via Madeira) 0.2
Madeira region debts from programme contracts & football  clubs 0.1
Reclassification of support fund to health service

Temporay measures, one-off measures  and special factors -2.6 -0.2 -0.1 0.3 -0.9 0.1

INE SB/2015
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LIST OF ABBREVIATIONS 
 

Abbreviation Meaning 

ADM Military Health System 
ADSE Civil Servants Health System  
AMECO Annual macro-economic database of the European Commission 
ASB Amending State Budget  
BANIF Banco Internacional do Funchal 
B€ Billion Euros 
BFL Budgetary Framework Law 
BoP Bank of Portugal 
BPN Banco Português de Negócios 
CARRIS Companhia Carris de Ferro de Lisboa, S.A. 
CFP Public Finance Council 
CG Central Government 
CGA Civil Servants Pension Agency  
CIT Corporate Income Tax 
CO2 Carbon dioxide 
CoCo Convertible contingent bonds 
CP CP – Comboios de Portugal, EPE 
CPI Consumer Price Index 
Cyrc Contribution to year-on-year rate of change  
DBP Draft Budgetary Plan 
DGO Directorate-General for Budget 
DSB Draft State Budget 
EA Euro Area 
EC European Commission 
ECB European Central Bank 
EDIA Empresa de Desenvolvimento e Infra-Estruturas do Alqueva, SA 
EDP Excessive Deficit Procedure 
EFAP Economic and Financial Assistance Programme 
EFSF European Financial Stability Facility 
Empordef Empordef - Empresa Portuguesa de Defesa, SGPS, S.A. 
EPE Public Corporation 
ESA European System of National and Regional Accounts  
ESM European Stability Mechanism 
ETSR Exceptional Tax Settlement Regime 
EU European Union 
FISIM Financial Intermediation Services indirectly measured 
FSD Fiscal Strategy Document 
GDP Gross Domestic Product 
GFCF Gross fixed capital formation 
GG General Government 
GPEARI Planning, Strategy, Evaluation and International Relations Office  
HCPI Harmonised Consumer Price Index 
HEPE Hospitals, EPE 
IABA (TAAB) Tax on Alcohol and Alcoholic Beverages 
ICT Information and communications technology 
IEC Excise Duties and Special Consumption Taxes 
IEFP Employment and Vocational Training Institute, I.P. 
IGCP Agência de Gestão da Tesouraria e da Dívida Pública - IGCP, E.P.E. 
IMF International Monetary Fund 
IMI Municipal Property Tax 
IMT Municipal Property Transfer Tax 
INE Statistics Portugal (National Statistical Authority)  
ISE Instruments eligible for inclusion in Core Tier 1 
ISP Tax on Oil and Energy Products 
IT Tax on Tobacco 
Kg Kilogram 
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Abbreviation Meaning 

l or lts Litre 
LPG Liquified Petroleum Gas 
M€ Million Euros 
MBPF Multi-annual Budgetary Planning Framework 
MF Ministry of Finance 
ML Termt Medium- and Long-Term 
MMW Minimum Monthly Wage 
MTO Medium-term Objective 
NBR Net borrowing requirements 
NSRF National Strategic Reference Framework 
OECD Organisation for Economic Cooperation and Development 
OSTD Other Short-term Debts 
p.p. Percentage points 
Parpública PARPÚBLICA – Participações Públicas, SGPS, S.A. 
Parque Expo Parque EXPO 98, S.A. 
PC Public Consumption 
PDSF Public Debt Settlement Fund  
PIT Personal Income Tax 
PPP Public-Private Partnerships 
R&D Research and development  
RF Resolution Fund 
RLG Regional and Local Government 
RPC Reclassified Public corporations 
SAD Police Force Health System 
Sagestamo SAGESTAMO – Sociedade Gestora de Participações Sociais Imobiliárias, S. A. 
SB State Budget 
SC Savings Certificates 
SFSI Strengthening of Financial Stability Initiative 
SGPS Sociedade Gestora de Participações Sociais 
SOE State Owned Entreprises 
SPB Structural primary balance 
SS Social Security 
SSF Social Security Funds 
STCP Sociedade de Transportes Colectivos do Porto, S.A. 
TAP TAP - Transportes Aéreos Portugueses. SGPS, S.A., 
TB Treasury Bills 
TBD Treasury bonds 
TC Treasury Certificates 
TFEU Treaty on the Functioning of the European Union 
VAT Value Added Tax 
WEO World Economic Outlook 
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