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OVERALL ASSESSMENT 

Amendments to SB/2013 

The factors that brought about the need for an amendment to the 2013 State Budget 
(SBA/2013) are basically linked to the deterioration of the macroeconomic prospects 
compared to the October 2012 forecasts, the fact that some of the SB/2013 consolidation 
measures were declared unconstitutional and the financial requirements to cover for arrear 
settlement/payment programmes. The upward revision of the national accounts deficit 
stands at 1,485 M€ (that is, an additional 1 p.p. of GDP compared the figure in the SB/2013 
report). 

The macroeconomic scenario was heavily revised downwards comparing to the figures in the 
SB/2013, and this has led to lower projected tax and social contributions revenues (a fall of 
1,726 M€ in national accounts and 1,322 M€ in public accounting figures) and to increased 
spending on unemployment benefits (up by 270 M€). It should be noted that the 
macroeconomic scenario underlying the SBA/2013 is the same presented recently in the 
Fiscal Strategy Document (FSD/2013), therefore the risks highlighted by the Portuguese 
Public Finance Council in the analysis of that strategy document remain valid, in particular 
the risks associated with the recovery of domestic demand and the estimated price effect 
(deflator) of nominal GDP. 

Because the suspension of holiday bonuses and similar payments was declared 
unconstitutional, alternative consolidation measures are required to compensate for their 
fiscal impact, the nature and value of which are not fully identified in the Amended SB/2013 
report. The impact of this repayment will be partially offset by the use of the budget reserves 
and by retaining 2.5% of the original allocations for fixed and permanent salaries of central 
government departments and bodies. The Portuguese Public Finance Council calculates these 
measures will amount to 660 M€ (of which 430 M€ relate to the budget reserves, for which 
additional legislation was not required). However, the absence of detailed figures on the 
various estimated effects on staff costs makes it impossible to assess the reasonableness of 
the new estimate for this budget item. In addition, retaining part of the budget allocated to 
such a rigid expenditure item as compensation of employees brings non-negligible risks to 
fiscal outturns, which also demand for a clearer identification of the underlying measures. 

The SBA/2013 provides for the settlement of arrears of the regional and local government 
subsectors to the sum of 2,100 M€. It also provides for the settlement of arrears in the health 
sector, although the figures are not provided. This type of measures enhances public finance 
transparency. The ongoing revision of the budgetary process must also strive to put an end 
to the accumulation of this type of liabilities that lead to an increase of the State’s direct debt 
when the settlement takes place. 

The proposed amendment to the SB/2013 raises the State’s direct overall net indebtedness 
by 3,490 M€, of which 2,163 M€ will finance the increase in the State subsector deficit and 
1,322 M€ will finance an increase on financial assets spending. The latter stems from the need 
to provide financial support to general government bodies mainly to ensure the early 
settlement of financial derivative operations (although the amount is unspecified in the report 
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accompanying the Bill). 1 The SBA/2013 fails to identify the possible risks of the impact of 
those transactions on the national accounts budget balance, although they may prove not to 
be relevant to the EFAP goal.2  

The CFP also emphasizes the fact that the SBA/2013 increases once again the spending limit 
for expenditure financed by general revenues, set in the multiannual budget planning 
framework 2013-2016. It is the second revision in less than a year, which questions the 
effectiveness of this framework in controlling public spending. Amongst other matters to be 
taken into account, the fact that part of this amendment stems from a legal decision, calls for 
an explicit description of the safeguard clauses to this rule, in order to ensure the spending 
limit is effective. 

Amendments versus FSD 2013-17 

The estimate for the national accounts budget balance in the SBA/2013 is still consistent with 
the estimate laid down in the FSD/2013 (5.5% of GDP) although revenue and expenditure 
levels are significantly higher (up by 0.7% of GDP, which represents an upward revision of 
over a billion euros). Considering that the macroeconomic scenario underlying the two 
documents is the same, and that they were disclosed only one month apart, it seems difficult 
to explain such large differences, in particular on the revenue side. The most likely explanation 
is that both documents used on different assumptions and methods to compute the national 
accounts estimate. This assumption is backed up by the fact that the discrepancies are 
especially remarkable in residual accounts (other revenue and other current expenditure).3 
The elimination of these methodological differences, as well as the availability of a more 
detailed description of the fiscal consolidation measures aimed at achieving the general 
government estimate, continue to be priorities in improving the budget process.  

The SBA/2013 makes no reference to the public debt stock4 or to its ratio to output. This 
omission is even more critical to the extent that public debt sustainability is a priority in the 
FSD and considering that the debt ratio has deteriorated reaching 127.3% of GDP in the 1st 
quarter of 2013,5 that is to say, it has increased by 3.7 p.p. on the 2012 figure. Furthermore, 
other recent publications highlight differences in terms of both the public debt ratio in 2012 
and the 2013 estimate. 

1 On the basis of the information available, the CFP has calculated that these operations may amount to 923 M€. 
As this report was being finalized the Secretary of State for the Budget explained at the Portuguese Parliament that 
the sum set aside for early settlement of financial derivative operations totaled 898 M€. 
2 Since the revised contents of the memorandum of understanding following the 7th review of the adjustment 
program are yet unknown, it’s not clear whether the early settlement of these financial derivatives will be relevant 
for the purposes of complying with the budget goals set therein. Note that point 7 of the technical memorandum 
resulting from the 6th review excludes support to the financial system for the purpose of monitoring central 
government spending, therefore the same treatment is expected regarding the support provided to BANIF in 2013.   
3 These accounts are influenced by consolidation differences between subsectors. A different specification of the 
measures impacting on spending may explain part of the difference in expenditure, but not the size of the 
differences mentioned in chapter 5 of this Report, in particular in other current expenditure, subsidies and 
intermediate consumption. 
4 According to the Maastricht definition. 
5 According to the Bank of Portugal figures. 
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Fiscal transparency 
The Budgetary Framework Law (BFL) states that the structure and contents of the budget 
amendment laws should comply with the same rules applying to the State Budget, “with the 
appropriate adjustments”. These adjustments introduce a further degree of discretion that 
reduces the necessary transparency of the budget process. The current proposed SB 
amendment does not provide the additional budgetary development reports that usually 
accompany the original SB proposal. The absence of these items makes it impossible to 
analyse the various flows associated with both the financial assets and each of the revenue 
and expenditure items, especially concerning entities of considerable relevance in public 
accounts such as the NHS, CGA and the Reclassified Public Entities.  

Furthermore, as usual, the information provided does not allow the tables set out in the Bill 
to be matched fully with the projected outturn. The latter estimate relates to general 
government performance as a whole and is presented in consolidated terms, while the tables 
set out in the Bill  set budget appropriations  (that is to say, spending limits) and revenue 
forecasts to be approved for the State, Autonomous Services and Funds and Social Security 
subsectors. This makes it impossible to compare the figures directly and to uncover the size 
of the adjustments made in the estimated outturn.  

As a final note, since the budget process is currently undergoing a major reform and bearing 
in mind the various omissions mentioned above, it would be useful if the BFL became more 
demanding and consistent in regard to the type and amount of information that should 
accompany the State Budget proposals and any subsequent amendments. That would allow 
for a more informed public discussion and it would add credibility to the Portuguese public 
finances. 
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