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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 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 10 April 2017. 

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/
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 EXECUTIVE SUMMARY 

General government balance in 2016 

 

In 2016, General Government (GG) recorded a deficit of 3807 M€ (2.1% of GDP), down 376 

M€ (0.1 p.p. of GDP) on the forecast in the 2016 State Budget (4183 M€; 2.2% of GDP). This 

outcome turned out lower than forecast in all Ministry of Finance documents prepared in 

2016. 

 

Compared to 2015 there was an improvement of 2.3 p.p. of GDP (4019 M€). Part of this was 

due to the base effect related to the resolution of the Banif bank in December 2015 (that 

increased the 2015 deficit by 2463 M€, leading to a decline of 1.4 p.p. of GDP in the 

following year), and to temporary and one-off measures that exceptionally benefitted the 

budget outturn by 780 M€ (0.4% of GDP). The one-off measures consisted of the 

reimbursement of the prepaid margins on one of the two loans granted by the European 

Financial Stability Facility (EFSF), part of the revenue from the Special Programme to Reduce 

Indebtedness to the State (PERES, according to the Portuguese acronym) and the sale of 

military equipment. Therefore the deficit net of one-offs totalled 2.5% of GDP, which 

accounts for an improvement of 0.6 p.p. of GDP compared to 2015. Half of that 

improvement was due to the 0.3 p.p. of GDP decrease in public debt interest payments, 

implying an improvement of 0.3 p.p. of GDP in the adjusted primary balance. 

 

The headline GG deficit fell for the second year running, leading in 2016 to a deficit lower 

by 0.9 p.p. of GDP than the 3.0% of GDP limit and by 0.4 p.p. of GDP relative to the 

recommendation of the EU Council in August 2016 (2.5%). The 2016 outturn thus 

prolonged the downward trend started in 2010. 

 

In 2016 the largest contribution to the decrease in the deficit relative to 2015 came from 

the expenditure side, contrary to the Ministry of Finance (MF) forecasts in most budgetary 

planning documents. 
 

 

Contributions to improvement in the GG budgetary balance compared to 2015 

 

Source: INE and Ministry of Finance. CFP calculations. | Notes: unadjusted figures; the contributions 

calculation is based on the change in millions of euros; the outcome is that calculated by the INE.  

41%

74%
66%

59%

17%

59%

26%
34%

41%

83%

0%

20%

40%

60%

80%

100%

DBP/2016
(jan/16)

SB/2016
(feb/16)

SP/2016
(apr/16)

Estimate
(oct/16)

Outturn
(mar/17)

Revenue Expenditure



Portuguese Public Finance Council   General Government Account Analysis 2016 | vii 

The projections for the 2016 budgetary balance published by the various official institutions 

reveal significant differences between successive projection exercises. Only after the 2016 

State Budget was published did all the forecasters make deficit projections in line with or 

below the 3% of GDP limit. The 

budget balance projections were 

impacted by the quarterly changes in 

GDP in 2016. As was shown in the 

CFP’s Report no. 2/2017, the year-on-

year growth in GDP below 1% 

throughout the 1st and 2nd quarters 

of the year led to downward revisions 

of expected growth over the year in 

the projections made between June 

and November 2016 (pointing to an annual growth rate of around 1.1%). This deterioration 

in the macroeconomic outlook was reflected in the projection for General Government 

revenue. In addition, none of the projections included the measures that had not been 

announced. These turned out to include the use of an expenditure management tool, by 

way of greater frozen appropriations than reflected in the official MF forecasts, and the 

PERES programme enacted in November, both ensuring compliance with the Portuguese 

Government’s commitment to abide by fiscal rules.  

Structural balance in 2016 

Based on the available information it is estimated that the business cycle had a positive 

impact of 0.4 p.p. of GDP on the budget balance. Thus the structural balance estimate, 

which corrects for the impact of the business cycle and one-offs, points to a structural 

deficit of 2.1% of GDP in 2016. Therefore in the coming years Portugal will have to 

undertake an additional consolidation effort of 2⅓ p.p. of GDP to achieve the medium-term 

goal of a structural surplus of 0.25% of GDP.  

 

The estimated figure for 2016 represents an improvement in the structural balance of 0.1 

p.p. of GDP compared to 2015. Thus, the improvement trend in this indicator, which began 

in 2010 and was interrupted in 2015, was resumed, albeit at a lower rate than in the period 

2010 to 2014. From 2010 to 2016 the decrease in the structural deficit is estimated to be 6.4 

p.p. of GDP, of which 3.0 p.p. of GDP occurred in 2012 and 1 p.p. in 2014.  

 

Revenue and expenditure in 2016 

 

Growth in general government revenue slowed in 2016 to less than half of the previous 

year, and for the second consecutive year its relative weight in GDP fell by 0.9 p.p. The main 

reason for this outcome was the less favourable performance of tax revenue, as a result of 

the negative developments in direct taxes, driven by the legislative changes in personal 

income tax (PIT) both in 2015 (tax reform) and in 2016 (cut in surcharge). Though slowing 

down in 2016, the growth of tax revenue was entirely supported by indirect taxes, in 

particular special taxes on consumption, while the impact of the measures relating to the 

extraordinary debt settlement scheme (PERES) and to the revaluation of fixed assets, which 

favoured the collection of corporate tax revenue, partly offset the decline in PIT. In 

Change in budget deficit projections in 2016 

 
Sources: INE (2017) and the projections of the following institutions: EC, CFP, IMF, MF 

and OECD. 
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conclusion, the rate of growth of 1.4% in tax revenue is associated, on the one hand, with 

the 512.4 M€ collected under the PERES programme and, on the other, with the Optional 

Revaluation of Tangible Fixed Assets and Investment Properties (104 M€). Without these 

effects tax revenue would have grown by 0.1% in 2016. Social security contributions grew 

faster than in the previous year, with effective social contributions up 4.5%. 

 

As a result of the behaviour of these aggregates the tax burden fell to 34.2% of GDP 

accounting for a 0.3 p.p. of GDP decrease over 2015. Non-tax and non-contributions 

revenue dropped compared to 2015, an outcome that was offset by the positive impact of 

the reimbursement of the above mentioned prepaid margins. Without the effects of 

temporary and one-off measures, the general government revenue in nominal terms was 

roughly the same as in 2015, falling from 43.9% to 42.6% as a percentage of GDP.  

 

In 2016 total general government revenue growth was around one quarter of the MF’s 

forecast in the State Budget. All revenue items contributed to this result except social 

contributions, which grew faster than forecast in the budget. Tax revenue grew at half the 

rate projected by the MF, despite benefitting from the PERES programme. Indirect taxes, in 

particular VAT and special taxes on consumption, were a decisive factor in that deviation, 

confirming the risks highlighted by CFP in its analysis of the Draft Budget Plan for 2016. As 

regards non-tax and non-contribution revenue outturns, we draw attention to the 

divergence from the “other current revenue” and “capital revenue” forecasts, as their 

combined deviation represents over three-quarters of the total revenue deviation, one third 

of which reflects the lower volume of European Union investment support. In adjusted 

terms total general government revenue recorded an unfavourable deviation of 3 p.p. 

compared to that forecast in the 2016 State Budget.  

 

General government expenditure fell by 3.2 p.p. of GDP compared to 2015, a change that 

was partly driven by the impact of the Banif bank resolution in 2015 (net of one-offs the 

decrease amounts to 1.8 p.p. of GDP). The increase in current primary expenditure was 

more than offset by the decrease in capital expenditure and in interest payments.  

 

The decrease in expenditure (-3319 M€) was sharper than forecast in the State Budget (-950 

M€) due to the management of frozen appropriations (which provided a 0.3% of GDP 

saving on intermediate consumption) and to favourable deviations in interest payments (-

653 M€) and in Gross Fixed Capital Formation (-797 M€), which reached a minimum in the 

ESA 2010 series (since 1995), both in absolute terms and as a percentage of GDP. These 

factors made up for the unfavourable deviations recorded in compensation of employees 

and social transfers, both related to how the Civil Servants Pension Agency (CGA) was 

handled when preparing the 2016 State Budget.  

Expenditure subject to the limit set in the Multi-annual Budgetary Planning Framework 

increased compared to 2015 due to the reversal of the salary cuts and the reclassification of 

certain earmarked revenue that impacted on the expenditure financed by general revenue. 

However that expenditure was lower than the limit approved for 2016 under Law no. 7-

C/2016 of 31 March.   

 

 



Portuguese Public Finance Council   General Government Account Analysis 2016 | ix 

Subsectors in 2016 

 

In 2016 the budget outturn revealed positive contributions from all general government 

subsectors with the exception of Regional and Local Governments. Over the year only the 

latter contributed to the worsening of the deficit, since the budget surplus recorded was 

lower than in 2015. Performance in the final quarter was decisive, since up to the 3rd 

quarter they had contributed to the decrease in the deficit. As for Central Government, its 

contribution was positive in every quarter, albeit more marked in the final quarter, due to 

the impact of the Banif resolution in the 4th quarter of 2015. Social Security Funds (SSF) also 

recorded positive performance across the year, especially in the final quarter. 

 

Public debt in 2016 

 

Debt (Maastricht definition), as a percentage of GDP, was higher than the MF forecasts, with 

the ratio at the end of 2016 (130.4% of GDP) exceeding the forecasts made in the State 

Budget and the Stability Programme by 2.7 p.p. of GDP and 5.6 p.p. of GDP, respectively.  

 

The debt ratio rose by 1.4 p.p. of GDP in 2016, compared to a decrease of 1.6 p.p. in 2015. 

This was due to the fact that the 2.2 p.p. of GDP improvement in the primary surplus was 

not sufficient to offset the unfavourable effects of: i) the stock-flow adjustment (3.1 p.p.), 

mainly by way of an increase in cash and bank deposits; and ii) the dynamic effect (0.5 p.p.). 

In terms of borrowing, the largest public debt creditor (Maastricht definition) continues to 

be the rest of the world (including official creditors) which, as a whole, accounts for 68% of 

debt finance. Loans under the Economic Adjustment Programme for Portugal loans and the 

Eurosystem’s programmes together account for 42% of the total. Private individuals 

continue to increase their relative exposure, while corporate lending, excluding trade credit, 

continues to carry negligible weight. 
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1 INTRODUCTION 
 

This report looks at the fiscal developments in the General Government (GG) sector over 

2016 and compares the actual changes with the deficit and public debt goals set by the 

Ministry of Finance (MF). The degree of compliance with the limit on expenditure covered 

by general revenue set for Central Government (CG) is also assessed. The analysis is based 

on the data published on 24 March 2017 by the following statistical sources: first 

notification of 2017 under the Excessive Deficit Procedure (EDP), published by Statistics 

Portugal (Portuguese Statistical Authority) (INE); quarterly national accounts by institutional 

sector relating to the 4th quarter of 2016, published by the INE and by Bank of Portugal 

(BoP). The data underlying this report are of a preliminary nature and are subject to 

possible revisions, as happened with figures of previous quarters.  

The GG budget aggregates reviewed in this report are in national accounts and have not 

been adjusted for temporary measures, one-off measures and special factors. However, 

those adjustments are presented and explained in the body of the report where this is 

important as it provides a better assessment of the fiscal consolidation effort. Nevertheless, 

there may be differences in the classification of the adjustment measures in the reference 

documents (2016 and 2017 State Budget and the 2016-2020 Stability Programme) and 

those used in the analysis conducted by the CFP. In regard to public debt, factors, other 

than the deficit, that explain the changes in this indicator are analysed in detail. 

The report is divided into four chapters. After the introduction, the second chapter 

examines the General Government sector fiscal situation and that of each subsector. The 

third chapter analyses public debt, while the fourth and final chapter is dedicated to a 

comparison between the forecasts and the various budgetary planning documents and the 

outcomes achieved.  

Our analysis benefitted from the information provided regularly by the BoP and INE 

(financial and non-financial statistics), from additional explanations provided by those 

bodies and also from the information provided by the Directorate-General for the Budget 

(DGO), the Agência de Gestão da Tesouraria e da Dívida Pública  (Public Debt Management 

Agency) (IGCP, EPE), the Instituto de Gestão Financeira da Segurança Social (Social Security 

Financial Management Institute) (IGFSS, IP - ) and the Instituto de Informática da Segurança 

Social (Social Security IT Institute) (II, IP).  

 
 

 

https://www.ine.pt/xportal/xmain?xpid=INE&xpgid=ine_destaques&DESTAQUESdest_boui=277681252&DESTAQUESmodo=2
https://www.ine.pt/xportal/xmain?xpid=INE&xpgid=ine_destaques&DESTAQUESdest_boui=249945775&DESTAQUESmodo=2
https://www.bportugal.pt/publicacao/boletim-estatistico
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2 MAIN FISCAL DEVELOPMENTS IN 2016 

2.1 BUDGETARY BALANCES AND ADJUSTMENT 

In 2016, the General Government recorded a deficit of 3807 M€, equal to 2.1% of 

GDP, down 0.1 p.p. on the SB/2016 forecast (4183 M€; 2.2% of GDP). This 

improvement represents lower GG net borrowing requirements GG compared to the 

SB/2016 forecast of 376 M€. Compared to 2015 there was an improvement of 2.3 p.p. of 

GDP (4019 M€) resulting from the baseline effect relating to the resolution of the Banif 

situation in December 2015 (2463 M€; 1.4 p.p. of GDP). All General Government subsectors 

contributed to the improvement with the exception of local government (LG). The primary 

balance was 4029 M€, equal to 2.2% of GDP, which accounts for an increase of 2.0 p.p. of 

GDP compared to 2015. 

Chart 1 – General Government budgetary balance (as % of GDP)  

 
Source: INE. CFP calculations. | Note: figures calculated for EDP purposes; details on 

the temporary and one-off measures included in the adjusted balance can be seen in 

Table 14. 

The GG (headline) balance fell for the second year running, and in 2016 was 0.9 p.p. 

of GDP below the 3.0% of GDP limit1 and 0.4 p.p. of GDP below the EU Council 

recommendation of August 2016 (2.5%).2 Net of one-offs, the deficit fell by 0.6 p.p. from 

2015 to 2016.3 Therefore, the outcome in 2016 follows the downward trend that began in 

                                                   
1 As stated in article 126 of the TFEU and the respective protocol. 

2  As recommended in the EU Council Decision under article 126 (9) of the TFEU of 2 August 2016, which gave 

Portugal notice to take measures for the deficit, reduction which are judged necessary to remedy the excessive 

deficit situation. 

3  The adjusted balance for 2015 is now -3.1% of GDP instead of the -3.0% of GDP stated in CFP report no. 

5/2016, of May relating to Analysis of General Government Account 2015, following the revised information on 

the figures published by INE, in particular as regards the Single Settlement Fund (SSF) contribution, to the sum of 

130 M€, the CFP deemed to be a temporary and one-off measure (Table 14) and by the change in the INE’s 

processing of data on revenue received from Community funds invested in non-effective expenditure (e.g. loans) 

on the part of IAPMEI and AdC, given the principle of Community funds neutrality under national accounts. 
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Portuguese Public Finance Council   General Government Account Analysis 2016 | 3 

2010 (Chart 1). This trend is clearer when we eliminate the temporary and one-off measures 

and special factors that affect the comparison of budgetary balances from different years.  

It is estimated that in 2016 the structural deficit was 2.1% of GDP, when corrected for 

the effects of the business cycle and the impact of one-offs. In 2016 temporary 

measures, one-off measures and special factors (known jointly as one-offs) had a positive 

net impact on the budgetary balance of around 0.4% of GDP. Net of that effect (-2.5% of 

GDP) and the adverse effect of the business cycle (-0.4% of GDP), estimated in line with the 

information available, the structural deficit is 2.1% of GDP in 2016 (Chart 2). 

Chart 2 – From headline balance to structural balance - 2016 (as % of GDP) 

 

Source: INE. CFP calculations. | Note: details on the temporary and one-off 

measures can be found in Table 14. 

Compared to 2015 the structural balance improved by 0.1 p.p. of GDP. On the basis of 

the information available at the time this report was completed, it has been estimated that 

the trend towards improvement seen in recent years and interrupted in 2015, has returned. 

From 2010 to 2016 the estimated decrease in the structural deficit is 6.4 p.p. of GDP, of 

which 3.0 p.p. of GDP were recorded in 2012. 

Chart 3 – Structural balance: adjustment from 2012 to 2016 

 
Source: INE. CFP calculations. | Note: Estimate based on the EU method and dependent upon the 

available output gap information, which by nature, is subject to revisions particularly in the current 

and neighbouring periods. The MTO defined in the Stability Programme published in April 2016 was 

used (a structural surplus of 0.25% of GDP). For further details see the CFP Report Public Finance: 

Position and Constraints 2017-2021, published in March of this year (Relatório n.º 2/2017). 
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Box 1 – Developments in infra-annual budgetary balance 

Over 2016, fiscal developments revealed that expenditure made a major contribution to the nominal decrease in the 

GG deficit (of 3319 M€) and that, unlike in 2015, public support to the banking system had no impact in 2016. The 

reduced expenditure contributed every quarter in 2016, but for the third, due to the unfavourable year-on-year 

change in current primary expenditure. Revenue performance has an infra-annual profile similar to expenditure, but 

its total contribution to the decrease in the deficit was much smaller (Chart 4). 

The contribution of expenditure was built on the performance of capital expenditure, especially in the last quarter 

(due to the base effect of the capitalisation of the Banif bank in 2015, which had an impact of 2619M€ on GG capital 

transfers to other sectors of the economy, in this case financial companies). Investment expenditure contributed 1170 

M€ to the decrease in the deficit over the year as a whole and a saving in interest payments (355 M€) was recorded  

in all quarters of the year, but particularly in the first. In the opposite direction there was the unfavourable behaviour 

of current primary expenditure, except in the first quarter, brought about by the phased reversal of the GG employee 

salary cut and the increased spending on social transfers, mainly pensions.  

 

Chart 4 – Contributions of revenue and expenditure to the change in the overall balance 

(M€) 

 

Source: INE. CFP calculations. | Note: The negative (positive) changes in 

expenditure represent a positive (negative) contribution to changes in the balance. 

 

As regards revenue, mention should be made of tax and contribution revenue. Social contribution revenue made a 

positive contribution over all four quarters of 2016, especially in the final quarter, which helped to reduce the GG 

deficit (by a total of 820 M€). As for tax revenue, despite its positive contribution in the 1st half of the year (610 M€), it 

recorded unfavourable behaviour in the 3rd quarter (-313 M€). However this was offset by the positive contribution 

(362 M€) in the final quarter of 2016 the period in which the PERES programme got underway. Among the moves in 

the opposite direction mention should be made of the negative contribution of capital revenue up to the 3rd quarter 

(-380 M€), after which it showed signs of recovery (+16 M€ if the final quarter of the year is taken separately). This 

change resulted largely from the decrease in year-on-year terms of European Union capital transfers (“Community 

funds”), partially offset by the EFSF returning the prepaid margins linked to the Economic and Adjustment 

Programme (302 M€). Also of note was non-tax current revenue (-416 M€ over the year as a whole), in particular 

property income (which includes interest received by GG) and, on a larger scale, current transfers received from 

outside GG, which contributed to the worsening of the GG deficit. 

In light of the said fiscal developments over the four quarters, in the 4th quarter of 2016 there was a GG budget 

surplus of 50 M€, something which has not occurred since 2003. However, that is not the case in adjusted terms (a 

deficit of 655 M€ in the quarter). On the other hand, the basis for comparing the contribution of revenue and 

expenditure to the change in the budgetary balance is particularly biased, especially in the 4th quarter of 2016, both 

on the expenditure side where there was the aforementioned capitalisation transaction in the comparable period (4th 

quarter of 2015), and on the revenue side due to the impact of the PERES programme in 2016. Chart 5 shows the 

adjusted contribution, that is to say net of the impact of temporary and one-off measures. 
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Chart 5 – Contribution of revenue and expenditure to the change in the overall adjusted 

balance (M€)  

 

Source: INE. CFP calculations. | Notes: 1. The negative (positive) changes in 

expenditure represent a positive (negative) contribution to changes in the balance. 

2. Details on the temporary and one-off measures are shown in Table 14. 

 

 

 

2.2 REVENUE ANALYSIS  

The growth in GG revenue in 2016 was less than half of that recorded the previous 

year, and for the second year running its relative weight in GDP declined. In 2016 GG 

revenue rose 0.9% in year-on-year terms (+2.2% in 2015). This performance in 2016 reflects, 

on the one hand, a growth in tax and social contribution revenue (1480 M€) that is below 

that achieved in 2015 (2426 M€) and, on the other hand, a drop in non-tax and non-

contribution revenue (down 780 M€) that was sharper than in 2015 (708 M€). In the case of 

the former, note the reduced contribution from tax revenue, stemming mainly from direct 

taxes, and in the latter case, the less favourable performance of goods and services sold. 

Despite the nominal increase in total revenue in 2016 (+0.9%), its growth was below that of 

GDP at current prices (+3.0%), which meant that the weight of revenue in GDP fell from 

44.0% in 2015 to 43.1% in 2016. 
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Chart 6 – Contributions to year-on-year change rate in revenue (p.p.)  

 

Source: INE. CFP calculations. | Note: “change %” stands for year-on-year change rate. The 

figures are influenced by the impact of temporary and one-off measures, as detailed in 

Table 14. 

 

Tax revenue developments (+1.4%) were due entirely to the increase in indirect taxes. 

These taxes recorded a positive change of 3.9% and contributed +2.2 p.p. to the increase in 

tax revenue, more than offsetting the negative contribution of direct taxes (-0.8 p.p.). Up to 

the end of the third quarter tax revenue recorded a cumulative growth of 0.9%, which was 

penalised by the unfavourable performance of direct taxes. The recovery in the rate of 

cumulative growth in tax revenue to 1.4% in the final quarter of the year is linked, on the 

one hand, to the 512.4 M€ collected under the PERES programmes and, on the other, to the 

Voluntary Revaluation of Property, Plant and Equipment and Investment Properties Scheme 

(104 M€). Setting aside those effects tax revenue would have grown by 0.1% in 2016. 

 

Chart 7 – General Government tax revenue developments 

Contributions to the quarterly year change in tax 

revenue (p.p. and %) 

Contributions to the quarterly cumulative annual 

change in tax revenue (in p.p. and %) 

  
Source: INE and MF. CFP calculations. | Notes: “change %” stands for year-on-year change rate.  
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the increase in repayments, and the remainder to the decline in the tax withheld at source 

and collection orders. The increasing enforced recovery (+30 M€; +13%) was due almost 

entirely to the implementation of the PERES programme (29.5 M€) and reduced the decline 

in PIT net collected revenue. 

Chart 8 – PIT revenue developments in national accounts 

Quarterly year change in PIT revenue in 2016 (M€) Weight of reimbursements in gross revenue (%) 

  
Source: INE and TA. CFP calculations. | Notes: Figures in national accounts were estimated by CFP on the basis of Tax 

Authority (TA) data. In the left hand chart a negative/positive year-on-year change in repayments favours/penalises the 

change in net collected revenue. 

The growth in PIT repayments and the decrease in collection orders and tax withheld 

at source were the result of the legislative changes introduced in 2015 and 2016. The 

implementation of PIT Reform in 2015 impacted on collection orders and repayments made 

in 2016. The former fell by 91 M€ (-6.9%), while the latter recorded an increase of 366 M€ 

(+16.8%) which meant that the relative weight of repayments in gross PIT revenue went 

from 14.2% in 2015 to 16.8% in 2016 (See chart 8). Tax withheld at source fell by 80 M€ as a 

result of the partial elimination of the PIT surcharge introduced in SB/2016 (- 347 M€; -

47.1%) and the decline in capital revenue (-192 M€; -14.7%) resulting from to the low 

interest rates on deposit accounts, which was already felt in 2015. This decrease in revenue 

was offset by the increase in tax withheld at source related to pension income (+74 M€; 

+2.9%), to real estate income (+14 M€; +5.8%) and to employment income (+374 M€; 

+4.3%). This last item reflected the improvement in employment and the restoring of the 

Civil Service salary cut.  

The impact of measures to settle tax debts and revaluing fixed assets accounted for 

the growth in CIT revenue in 2016. Net collected CIT revenue grew by 59 M€ (+1.1%), 

due mainly to the 245 M€ (+171.6%) increase in enforced recovery, the 111M€ (+ 82.4%) 

rise in collection orders and the 164 M€ (+11.1%) increase in self-settlement. The 246 M€ 

(+25.8%) increase in repayments and the 266 M€ (- 24.2%) decline in revenue from tax 

withheld at source run contrary to the foregoing in particular revenue from investment fund 

earnings. Note that up to the end of the third quarter, cumulative net CIT revenue fell by 

108 M€ (-2.7%). However, with the 429.3 M€ collected under the PERES programme and the 

Voluntary Revaluation of Property, Plant and Equipment and Investment Properties 

Scheme4 (which basically impacted on enforced recovery and self-settlement in December), 

                                                   
4 Approved by Decree-Law no. 66/2016, of 3 November. 
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revenue recovered significantly in the fourth quarter (+10.6%), offsetting the decrease in tax 

withheld at source relating to investment fund earnings and the increase in repayments.5 

Table 1 – General Government tax revenue in national accounts (M€)  

Source: INE, MF and TA. CFP calculations. | Notes: Unadjusted figures. The CFP is wholly responsible for the breakdown 

of indirect and direct taxes, which the CFP calculated from national accounts on the TA cash basis.  

The growth in indirect taxes was mainly driven by Special Taxes on Consumption 

(STC). According to the CFP’s estimated breakdown of taxes6, the growth in STC was 10.6% 

(+489 M€), reflecting the legislative changes in regard to the Tax on Tobacco (IT) and the 

Tax on Petroleum and Energy Products (ISP). The latter grew by 11.1% (+340 M€) and 

accounted for over two-thirds of the increase in STC revenues. On a smaller scale, IT’s 

performance is worthy of note. In 2016 this tax benefitted from a different pattern of 

introduction, as SB/2016 was only approved during the year.  

Net collected VAT revenue accounted for a little over a third of the increase in 

indirect taxes, reflecting a lower growth compared to 2015. Net collected VAT revenue 

rose by 385 M€ (+2.5%), as a result of growth in gross revenue (+3%) lower than in 2015 

(4.5%), given that repayments were very similar to 2015. In this regard the relative weight of 

repayments in gross revenue was 24.7% in 2016, which is comparable with the 2015 figure 

of 24.4% (see Chart 9). Although annual growth was lower the final quarter of the year 

recorded the largest increase in gross VAT revenue (+3.4%; 3rd Quarter + 2.5%) in line with 

the increase in nominal private consumption witnessed in the 4th quarter (+4.3%; 3rd 

Quarter +3.0%). 

                                                   
5 Resulting, among other causes, from the reduction in the CIT rate from 23% to 21% and the revoking in 2015 of 

investment fund tax rules. In the case of the latter new tax rules applying to collective investment vehicles came 

into force on 1 July 2015, based on the “exit” tax method approved by Decree-Law no. 7/2015 of 13 January. 

666 In the context of tax revenue analysis, the CFP’s breakdown by tax is based on information from the Tax and 

Customs Authority (TA), except for the forecast included in SB/2016, where the information was provided by the 

MF. When calculating revenue from the major taxes CFP followed the national accounts methodology used by 

INE. For information on adjustments between the two accounting methods see CFP notebook no.1/2014 “From 

Public Accounts Balance to National Accounts Balance”. 

2015 2016 M€ % M€ % M€ Tvh % M€ %
Ctrc 
(p.p.)

M€ %
Ctrc 
(p.p.)

TAX REVENUE 45 672 46 332 586 6,0 610 3,0 298 0,9 362 3,0 3,0 660 1,4 1,4

Indirect Taxes 26 234 27 258 554 9,4 808 6,5 935 4,8 90 1,3 0,7 1 025 3,9 2,2

VAT 15 368 15 753 151 4,2 239 3,2 279 2,5 106 2,7 0,9 385 2,5 0,8

Excise duties 4 618 5 107 281 30,9 328 16,0 447 12,9 43 3,7 0,4 489 10,6 1,1

Petroleum Tax 3 071 3 411 75 10,5 159 10,7 260 11,4 79 10,2 0,7 340 11,1 0,7

Tobacco Tax 1 357 1 483 192 113,8 157 32,4 172 16,6 -46 -14,1 -0,4 126 9,3 0,3

IABA 190 213 15 50,8 11 14,6 15 10,7 9 16,0 0,1 23 12,2 0,1

Municipal Property Tax 1 514 1 507 -11 -2,9 -24 -3,1 -36 -3,1 30 8,6 0,2 -7 -0,4 0,0

Vehicle tax 585 687 15 11,1 44 15,0 64 14,5 39 26,7 0,3 102 17,5 0,2

Tax on real estate transactions 569 655 15 9,5 48 16,4 71 16,8 15 10,5 0,1 86 15,2 0,2

Others 3 581 3 549 104 14,0 174 11,2 110 4,5 -142 -12,4 -1,2 -32 -0,9 -0,1

Direct Taxes 19 438 19 073 32 0,8 -197 -2,4 -637 -4,5 273 5,2 2,2 -365 -1,9 -0,8

PIT 13 128 12 626 -20 -0,6 -161 -2,8 -587 -6,1 85 2,5 0,7 -502 -3,8 -1,1

CIT 5 614 5 673 42 11,6 -76 -3,5 -108 -2,7 167 10,6 1,4 59 1,1 0,1

Others 696 775 10 5,6 39 11,4 58 11,1 21 11,6 0,2 78 11,2 0,2

Outturn Change

Full Year jan-mar/16 jan-jun/16 jan-sept/16General Government oct-dec/16 Year- on Year

http://www.cfp.pt/wp-content/uploads/2014/01/CFP-Apontamento-1-2014.pdf
http://www.cfp.pt/wp-content/uploads/2014/01/CFP-Apontamento-1-2014.pdf
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Chart 9 –VAT revenue developments in national accounts  

Quarterly year change in VAT revenue (M€) 
Weight of reimbursements in gross revenue (%) – 

Quarterly cumulative 

 

 

Source: INE and TA. CFP calculations. | Notes: CFP estimated the national accounts figures on the basis of TA data. In the 

left hand chart a negative/positive year-on-year change in repayments favours/penalises the change in net collected 

revenue. 

Social contributions grew more than in the previous year. In 2016 social contributions 

grew 3.9% (+1.6% in 2015), due to the 4.5% growth in actual contributions and the 1.8% 

rise in imputed contributions, reflecting the positive developments in the labour market and 

the restoring of the Civil Service pay cut. In the fourth quarter social contributions recorded 

year-on-year growth of 5.9% (+3.5% the previous quarter), benefitting from the settlement 

of social security debts under the PERES programme (75.2 M€). If this effect were excluded, 

social contributions would have grown 4.5%, in year-on-year terms in the fourth quarter.  

In 2016, the tax burden fell for the first time since 2012, to stand at the 2014 level 

(34.2% of GDP). The easing of the tax burden by 0.3 p.p. of GDP compared to 2015 reflects 

the fall in the relative weight of direct taxes from 10.8% to 10.3% of GDP in 2016. In 

contrast the relative weight of indirect taxes in GDP rose from 14.6% in 2015 to 14.7% in 

2016, as well as the relative weight of actual social contributions (from 9.0% to 9.2% of 

GDP). 

Chart 10 – Tax burden for 2011-2016 (as p.p. of GDP) 

 

Source: INE. CFP calculations.  
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Non-tax and non-contribution revenue declined compared to 2015, confirming the 

negative change recorded over the year. For the year as a whole, total non-tax and non-

contribution revenue fell by 6.3%, as a result of the year-on-year decreases in “other current 

revenue” (-11.5%) and in capital revenue (-27.9%). The largest contribution to this fall came 

from “other current revenue”, in particular current transfers received from outside GG. The 

decrease in investment support from EU institutions (- 505 M€; -50.1%) had a negative 

impact on capital revenue, while the return of prepaid margins (301.8 M€) by the EFSF7 had 

a positive impact. This transaction contributed to the slowdown in the rate of decrease in 

non-tax and non-contribution revenue in the 4th quarter (-3.8%; 3rd quarter -5.6%).  

Setting aside the impact of one-offs, General Government revenue generally speaking 

remained at the 2015 level. Total GG revenue recorded marginal growth of 85 M€ (+0.1 

%) and was practically unchanged compared to 2015. The contrasting developments in 

some revenue items contributed to this stability. Here mention should be made of the 

decreases in capital revenue and “other current revenue” of -666 M€ (-51%) and - 522 M€ (-

11.5%), respectively, which were more than offset by the increase in sales of goods and 

services, +106 M€ (+1.6%), in social contributions, +773 M€ (+3.7%) and tax revenue, +394 

M€ (+0.9%). The total increase in tax revenue was due to indirect taxes (+1051M€; tvh 

+4.0%), since revenue from direct taxes fell (-657 M€; tvh – 3.4%). As a percentage of GDP, 

adjusted revenue recorded a drop of 1.2 p.p. of GDP, falling from 43.9% to 42.6%, a change 

larger than in 2015 (-0.7 p.p. of GDP). 

Box 2 – Classification of temporary measure relating to the Special Programme to Reduce 

Indebtedness to the State (PERES)  

The Special Programme to Reduce Indebtedness to the State (PERES) was approved by Decree-Law no. 67/2016 of 3 

November. This programme is a special scheme for settling tax and Social Security debts, by paying the debt in full or 

in instalments. 

The deadline for joining the special scheme was 20 December 2016 in the case of tax debts and 30 December in the 

case of Social Security debts, and this deadline was later extended to 13 January. 

Debts covered by this programme consisted of debts which, at the time the taxpayer joined the scheme, were subject 

to voluntary collection (debts that had been established but up to the date the law came into force were not yet the 

subject of an enforcement action) or enforced collection (legal proceedings underway) and the legal deadline of which 

had been 31 May 2016, for obligation periods up to 31 December 2015.  

The table below shows the amount of tax and contribution revenue collected in 2016, according to information 

supplied by the MF to the CFP.  

Table 2 – Tax and contribution revenue collected in 2016 under the PERES  

 
Source: Ministry of Finance. | Note: *In national accounts, VAT revenue collected under 

PERES was classified by the INE as “other indirect taxes”; ** This item includes the figures 

relating to stamp duty, multi-tax and other direct and indirect taxes. 

                                                   
7 According to information published by INE in regard to the Deficit Procedure, this transaction reflects “the 

return by the European Financial Stability Facility (EFSF) of the prepaid margins at the time of disbursement of 

two tranches under the Economic and Financial Assistance Programme to the sum of 302 million euros.” 

Voluntary  

collection

Coercive  

collection

Fiscal and Contribution Revenue 56 443 88 588 0,3

Tax Revenue 56 396 61 512 0,3

PIT 6 30 6 42 0,0

CIT 47 263 15 325 0,2

VAT* 1 58 29 89 0,0

Other** 1 45 10 56 0,0

Contribution Revenue 0 47 28 75 0,0

Contributions to social security funds 47 28 75 0,0

Integral 

Borrower M€ % of GDP

REGIME TOTAL CHARGED
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In 2016 the extraordinary settlement of tax and contribution debts gave rise to 588 M€ of revenue collected under the 

two schemes set out in the law: full payment (subdivided into voluntary and enforced collection) and payment in 

instalments.  

Since it is a special scheme for settling debts to GG entities, PERES should be classified as a temporary or one-off 

measure, under the Stability and Growth Pact code of conduct. However, as the legislation provides for an instalment 

scheme, the programme impact will not be confined solely to the year in which it was approved. In fact, according to 

the information provided by the MF, around 40,000 tax debt instalment plans were agreed, which will give rise, to 

cumulative revenue of 669.2 M€ spread across the years 2017 to 2028 provided the taxpayers concerned meet their 

payments. 

Chart 11 – PERES – Estimated tax debt instalment payments, by year (M€) 

 
Source: Ministry of Finance. 

The 2013 Exceptional Scheme for Settling Tax and Social Security Debts (RERD) set a recent precedent that should be 

considered even though the two systems differ significantly. RERD called for a single settlement of the tax debts 

covered and for this reason all revenue obtained was classified as temporary, and accordingly an adjustment was 

made by the MF, the EC and CFP, while PERES deserves a different treatment, for the reasons stated above. 

First of all, since the revenue collected under the instalment scheme will have a fiscal impact for a long period it is not 

a temporary measure, since it will give rise to cash inflows over the next 11 years. For this reason the CFP has not 

classified as a temporary measure the sum of 88.3 M€ obtained under the instalment plans in 2016, since this sum is 

linked to an inflow with a long time horizon.  

As for the classification of the voluntary and enforced collection of debts in 2016, a suitable procedure should be used 

to identify the portion of the revenue that would have been collected without the programme and classified as non-

temporary. The reminder should be classified as temporary or one-off revenue. CFP requested this information of the 

MF but had received no reply by the date this report was published. Therefore, we have chosen to classify as 

temporary the revenue reported by the MF as a result of enforced recovery in 2016 (443 M€) and as non-temporary 

the revenue relating to voluntary collection (56M€). This provisional classification may be changed in the light of new 

information. 
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Table 3 – General Government Account 

 
Source: INE. CFP calculations. | Notes: Details of the temporary and one-off measures included when calculating the 

adjusted General Government account can be found in Table 14. 

 

2.3 EXPENDITURE ANALYSIS  

Public expenditure fell significantly in the last two years, due above all to temporary 

measures designed to support the banking system. The decrease recorded in 2015         

(-3.2% or -2859 M€) was mainly due to the fact that the impact of the Banif resolution 

(2463 M€) was less than the effect of the capital injection in the Novo Banco Resolution 

Fund (4900 M€) the previous year. In 2016 expenditure fell by 3.8% (-3319 M€), a change 

larger than in the previous year, as a result of the said base effect. That effect is reflected in 

the change in “other capital expenditure” (-2806 M€), the item that contributed the most to 

the drop in public expenditure compared to 2015.8 Thus, the relative weight of GG 

                                                   
8 The remainder of the change in “other capital expenditure” is also explained by a base effect relating to the 

following transactions in 2015: (i) conversion of intercompany loans from Wolfpart to Caixa Imobiliário into 

equity (158 M€), (ii) financial corrections relating to Community funds (150 M€); (iii) capital injections in the 

transport operators, Carris and STCP (52,5 M€); (iv) taking on of Europarques and Gaiadouro debts (50 M€); (v) 

enforcement of Mutual Counterguarantee Fund guarantees (23 M€); and (vi) payment of compensation to Brisa 

(28 M€) 

2015 2016 M€ YOY % GDP p.p. 2015 2016 M€ YOY % GDP p.p.

Total revenue 78 913 79 613 700 0,9 -0,9 78 783 78 868 85 0,1 -1,2

 Current revenue 77 607 78 672 1 064 1,4 -0,7 77 477 78 228 751 1,0 -0,9

Tax revenue 45 672 46 332 660 1,4 -0,4 45 542 45 936 394 0,9 -0,5

Indirect taxes 26 234 27 258 1 025 3,9 0,1 26 104 27 155 1 051 4,0 0,1

Direct taxes 19 438 19 073 -365 -1,9 -0,5 19 438 18 781 -657 -3,4 -0,7

Social contributions 20 775 21 595 820 3,9 0,1 20 775 21 548 773 3,7 0,1

of which: actual soc. contr. received 16 202 16 938 736 4,5 0,1 16 202 16 891 689 4,3 0,1

 Sales & other current revenues 11 161 10 744 -416 -3,7 -0,4 11 161 10 744 -416 -3,7 -0,4

Sales 6 636 6 742 106 1,6 -0,1 6 636 6 742 106 1,6 -0,1

Other current revenue 4 524 4 002 -522 -11,5 -0,4 4 524 4 002 -522 -11,5 -0,4

Capital transfers received 1 306 942 -364 -27,9 -0,2 1 306 640 -666 -51,0 -0,4

Total expenditure 86 739 83 421 -3 319 -3,8 -3,2 84 276 83 455 -821 -1,0 -1,8

Primary expenditure 78 548 75 585 -2 963 -3,8 -2,9 76 085 75 619 -466 -0,6 -1,5

Current primary expend. 70 847 71 859 1 012 1,4 -0,6 70 847 71 782 935 1,3 -0,7

Intermediate consumption 10 272 10 572 300 2,9 0,0 10 272 10 572 300 2,9 0,0

Compensation of employees 20 273 20 847 574 2,8 0,0 20 273 20 847 574 2,8 0,0

Social transfers 34 637 35 007 369 1,1 -0,4 34 637 35 007 369 1,1 -0,4

not in kind 31 321 31 715 394 1,3 -0,3 31 321 31 715 394 1,3 -0,3

in kind 3 317 3 292 -25 -0,7 -0,1 3 317 3 292 -25 -0,7 -0,1

Subsidies 1 110 1 042 -69 -6,2 -0,1 1 110 1 042 -69 -6,2 -0,1

Other current expenditure 4 554 4 392 -162 -3,6 -0,2 4 554 4 315 -239 -5,3 -0,2

Capital expenditure 7 701 3 726 -3 975 -51,6 -2,3 5 238 3 837 -1 401 -26,7 -0,8

GFCF 4 049 2 880 -1 170 -28,9 -0,7 3 870 2 991 -879 -22,7 -0,5

Other capital expenditures 3 652 846 -2 806 -76,8 -1,6 1 368 846 -522 -38,1 -0,3

Interest paid 8 191 7 836 -355 -4,3 -0,3 8 191 7 836 -355 -4,3 -0,3

General government balance -7 826 -3 807 4 019 : 2,3 -5 493 -4 587 906 : 0,6

-4,4 -2,1 : : 2,3 -3,1 -2,5 : : 0,6

Primary balance 365 4 029 3 663 : 2,0 2 699 3 249 551 : 0,3

0,2 2,2 : : 2,0 1,5 1,8 : : 0,3

Nominal GDP 179 504 184 931 5 427 3,0 179 504 184 931 5 427 3,0

in % of GDP

in % of GDP

Headline Adjusted

M€ Change 2015/2016 M€ Change 2015/2016
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expenditure in national income fell for the third year running, going from 51.8% of GDP in 

2014 to 48.3% of GDP in 2015 and to 45.1% of GDP in 2016.  

The adjusted decrease in public expenditure compared to 2015 was 1.8 p.p. of GDP. 

Adjusted expenditure fell by 821 M€ (-1.0%) as the increase in current primary expenditure 

(+935 M€) was more than offset by the decline in capital expenditure (- 1401 M€) 9 and in 

interest (-355 M€).  As a percentage of GDP adjusted expenditure went from 46.9% in 2015 

to 45.1% in 2016), which is a larger decrease (-1.8 p.p. of GDP) than in 2015 (-1.2 p.p. of 

GDP).  

The unadjusted increase in current primary expenditure was more than offset by the 

decrease in capital expenditure and in interest. The increase in current primary 

expenditure went from 0.6% (+449 M€) in 2015 to 1.4% (+1012 M€) in 2016, following the 

reversal of a number of fiscal constraint measures that had been in force in recent years and 

which impacted on compensation of employees and social transfers. On the other hand, 

capital expenditure fell 51.6% (-3975 M€), influenced by the said base effect (2463 M€) and 

the decline in GFCF (-1170 M€). Interest payments fell 4.3% (-355 M€). 

Chart 12 – Contributions to year-on-year rate of change in public expenditure (as p.p.) 

 

 
Source: INE. CFP calculations. | Notes: “change %” stands for year-on-year rate of change; the figures 

are not net of temporary and one-off measures as detailed in Table 14. 

In 2016 compensation of employees reverted to an increase, following a drop in the 

previous two years. After decreasing by 3.8% in 2014 and 1.2% in 2015, compensation of 

employees was up by 2.8% (+574 M€) in 2016 as a result of the progressive reversal of 

salary cut in force in recent years, the updating of health staff salaries under the collective 

employment contracts signed at the end of 2015 and the rise in the average number of 

General Government posts from 0.8% in 2016.10  

                                                   
9 Adjusted GFCF decreased by 879 M€ (-22.7%), and its relative weight in GDP fell by 0.5 p.p. 

10 According to provisional data from the DGAEP, the average number of GG employees went from 654,854 in 

2015 to 660,417 in 2016.  
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Expenditure on social transfers increased for the second year running. After increasing 

by 1.6% in 2015, expenditure on social transfers grew by 1.1% (+369 M€) in 2016. That 

growth was due to the performance of transfers other than in kind and reflected increased 

spending on pensions (+390 M€) following the reversal of the nominal freeze of most 

Social Security and CGA pensions11 and the updating/restoring of the benchmarks for 

certain social transfers.12 On the other hand, unemployment transfers fell by 251 M€ (-

14.3%), benefitting from the 1.3 p.p. drop in the average rate of unemployment compared 

to 2015 and the consequent decrease in the number of people receiving unemployment 

benefit (down 13.8%). 

Intermediate consumption once again increased in 2016, although less than in 2015. 

This item has experienced growth for three consecutive years which amounted to 2.5% in 

2014, 4.3% in 2015 and 2.9% in 2016. In absolute terms, the increase in 2016 was 300 M€, 

270 M€ of which related to the rise in PPP costs. Net of these costs, GG intermediate 

consumption rose by a mere 30 M€ and as a percentage of GDP it even fell compared to 

the previous year (from 5.1% to 4.9%). The large amount of retentions in this account (see 

Box 3) is a result of Central Government’s strong restraint on this expenditure which meant 

intermediate consumption decreased by 17 M€ in 2016, following a 392 M€ increase in 

2015. Moving in the opposite direction, local government intermediate consumption rose 

by 322 M€, a much greater growth than in 2015. 

Chart 13 – Annual change in intermediate consumption, by subsector (M€) 

 
Source: INE. CFP calculations. | Note: GG – General Government; IS – Integrated 

Services; ASF – Autonomous Services and Funds; RG – Regional Government; LG – 

Local government; SSF – Social Security Funds. 

Subsidies and “other current expenditure” fell once again. In 2015 these items recorded 

decreases of 119 M€ and 164 M€, respectively. In 2016 expenditure on subsidies fell by 69 

M€ (-6.2%) and “other current expenditure” recorded a decrease of 162 M€ (-3.6%, or -6.9% 

                                                   
11 In 2016 Social Security pensions up to 628.82€ per month were increased by 0.4%. On the other hand the 

number of retirement age pensioners at the end of 2016 had increased by 0.7% compared to the end of 2015 

(14,019 extra pensions). 

12 Note: (i) the increase in family allowances of between 2% and 3.5% plus the increase from 20% to 35% in the 

case of the top-up for single parent families; (ii) the change in the Minimum Income for Social Inclusion(MISI) 

equivalence scale; and (iii) the updating of the Solidarity Supplement for the Elderly  (SSE) benchmark  
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except for spending on the financial contribution to the European Union, which increased 

by 39 M€). 

In 2015 the downward trend in Gross Fixed Capital Formation (GFCF) was interrupted, 

but in 2016 this item recorded a significant decrease. From 2011 to 2014, GFCF 

recorded a cumulative decrease of 6000 M€, that was interrupted by growth of 17.5% in 

2015. However, in 2016 GFCF once again fell: down 1170 M€ of which 992 M€ related to 

construction and buildings (except housing). Part of that decrease may be associated with 

the significant decrease in European Union transfers (down from 1007 M€ in 2015 to 503 

M€ in 2016). The amount recorded in 2016 was the lowest of the ESA 2010 series, not only 

in absolute terms (2880 M€) but also as a GDP ratio (1.6%), which was 0.7 p.p. lower than in 

2015. 

Chart 14 – General Government GFCF from 1995-2016 

In million euros As % of GDP 

 

 

Source: INE. CFP calculations. | Note: the figures are not net of temporary and one-off measures as detailed in Table 14. 

Over the last two years interest payments have fallen by 545 M€, 355 M€ of which 

relate to 2016. Although nominal debt increased in 2016 (+4.4%), spending on interest fell 

4.3%. This is explained by the price effect, to the extent that the implicit interest went from 

3.6% to 3.4%. Expenditure on interest as a percentage of GDP stood at 4.9% from 2012 to 

2014, but fell to 4.6% in 2015 and then to 4.2% in 2016. 

 

Box 3 – Budgetary control instruments in 2016  

The Ministry of Finance has at its disposal a number of budgetary control instruments that it may use to manage the 

release of expenditure allocations authorised by the Parliament in the State Budget Law. The analysis presented below 

covers the management of those instruments in 2016. While the data are from the public accounts standpoint, 

according to the clarifications given by the DGO their treatment is similar in national accounts. 

In 2016, the SB/2016 Law only came into effect on 31 March 2016 and so the GG outturn in the 1st quarter was subject 

to the principle of using one twelfth of the annual amount set for expenditure each month.1 The rules governing the 

twelfth method over the transitional period (from 1 January 2016 to the date the SB/2016 Law came into effect) were 

laid down in Decree-Law no. 253/2015 of 30 December, which provided for some exceptions, namely in regard to 

allocations for compensation of employees and public debt expenses.2 Bearing in mind that SB/2016 included an 

increase in authorised expenditure compared to the transitional budget, the twelfth method will also have contributed 

to containing expenditure in the early months of the year.  

The MF also has at its disposal other more common budgetary control mechanisms, such as the retention of some 

expenditure allocations and the existence of allocations whose use may only be authorised exceptionally by the Minister 

of Finance. Such is the case with provisional appropriation and the centralised appropriation for the reversal of the civil 
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servant’s salary cut (which was not frozen) and the budget reserve (partially frozen for GG account purposes). 

The provisional appropriation is a provision for unforeseen and unavoidable expenditure. It is recorded in a specific 

section of the Ministry of Finance expenditure budget and is reassigned over the course of the year to other items that 

require financing. As was the case in 2015, the provisional appropriation for 2016 totalling 502 M€ was fully 

employed. Around half of this sum was employed to reinforce of the allocation for compensation of employees in basic 

and secondary education establishments (262 M€). Note also the allocation of resources to the NHS (120 M€, through 

the Health System Central Authority (ACSS), in order to reduce the amount of payments in arrears in this sector) and to 

IFAP - the Portuguese Paying Agency for Agriculture and Rural Development (100.8 M€, to settle liabilities arising from 

financial corrections applied by the European Commission in regard to FEAGA and FEADER support). 

Table 4 – Reinforcements financed by the provisional appropriation in 2016 (M€) 

 
Source: DGO. CFP calculations.  

The centralised appropriation for the reversal of the civil servant’s salary cut stood at 447 M€ (included in the 

Ministry of Finance item “Compensation of employees – Guaranteed and permanent wages”) 338 M€ of which have 

been employed and the remaining 109 M€ are available for use in 2016.3 As can be seen in the table below, the 

centralised appropriation was reassigned mainly to basic and secondary education establishments (179 M€) and to 

entities belonging to the NHS (115 M€, through the ACSS).  

Table 5 – Reinforcements financed by the centralised appropriation in 2016 (M€) 

 
Source: DGO. CFP calculations. | Note: the centralised appropriation was earmarked to fund the 

reversal of the GG salary cut. 

Budgetary retentions are also a commonly used budgetary management instrument, consisting of the retention of a 

share of Central Government departments’ and agencies’ expenditure allocations, so as to ensure flexible control over 

the budget outturn. The conditioned use of budget allocations for 2016 was initially established in the SB/2016 Law.4  

One of the retentions laid down in The SB/2016 Law related to the budget reserve, which accounted for the retention of 

2.5% of the budget of each Central Government budget for 2016 and totalled 430 M€ (figure included in “other current 

expenditure”).5 According to clarifications provided to the CFP by the MF when analysing DSB/2016, the budget reserve 

Sovereign Bodies

Gabinete do Representante da República - Região Autónoma da Madeira 0,0 0,0

Gabinete do Representante da República - Região Autónoma dos Açores 0,2 0,2

Ministry of Culture

Direção-Geral do Património Cultural 2,5 2,5

Fundo de Fomento Cultural 0,3 0,3

Ministry of Science, Technology and Higher Education

Universidade de Lisboa - Reitoria 0,5 0,5

Ministry of Education

Estabelecimentos de educação e ensinos básico e secundário 262,0 262,0

Ministry of Health

Administração Central do Sistema de Saúde, I.P. 120,0 120,0

Ministry of Planning and Infrastructure

Agência para o Desenvolvimento e Coesão 1,5 1,5

Instituto da Mobilidade e dos Transportes 13,9 13,9

Ministry of Agriculture, Forestry and Rural Development

Instituto de Financiamento da Agricultura e Pescas I.P. 100,8 100,8

                262,2                  237,0                     2,5         501,7   
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Sovereign Bodies 0,0 0,0

Gabinete do Representante da República - Região Autónoma da Madeira 0,0 0,0

Gabinete do Representante da República - Região Autónoma dos Açores 0,0 0,0

Ministry of Culture 0,0 0,0

Inspeção-Geral das Atividades Culturais 0,0 0,0

Ministry of Science, Technology and Higher Education 43,7 43,7

Direção-Geral do Ensino Superior - Dotações Comuns 43,7 43,7

Ministry of Education 179,2 179,2

Estabelecimentos de educação e ensinos básico e secundário 179,2 179,2

Ministry of Health 115,1 115,1

Administração Central do Sistema de Saúde, I.P. 115,1 115,1

223,0 115,1 338,1Total 
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Current 
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net of retentions was 193.2 M€ and in public accounts this sum was included under “other current expenditure” (in 

national accounts 195.7 M€ were included under intermediate consumption and 0.9 M€ under compensation of 

employees). However, over the course of the year 202 M€ of the budget reserve were used, that is to say, practically 

the amount the MF had taken into account as expenditure for GG account purposes for 2016. Note that the budget 

reserve was mainly used to strengthen the budgets of IGFE – Institute of Financial Management of Education (109 M€ 

for Basic And Secondary Education schools), SGMAI – General Secretariat of the Ministry of Home Affairs (37 M€ for the 

Security Forces) and IGFEJ – Institute of Financial Management of Justice Facilities (26 M€). The CFP requested the 

identification of the expenditure allocation items that were increased through the budget reserve in 2016 and the DGO 

replied that that information “had not yet been prepared by the DGO for inclusion in the report on the State General 

Account in 2016”. 

According to information provided by the DGO, the initial retentions on Central Government departments and 

agencies’ expenditure allocations for 2016, totalled 1670 M€ (1618 M€ excluding retentions on transfers). This figure is 

higher than the 1572 M€ referred to in the Effective Action Report published by the Ministry of Finance in October 2016. 

For 2016 GG account purposes (both in public and national accounts), the MF took into account an initial saving of 

355.4 M€, to the extent that allocation for compensation of Central Government employees (excluding entities covered 

by the “Health” budget programme) was reduced by120 M€ and the allocation for “other current expenditure” 

(corresponding to the budget reserve covered by general revenue) was reduced by 235.4 M€. The budget allocations 

forecast in the tables in the SB Law (which require parliamentary approval) are not net of retentions, while the opposite 

is the case in the SB report tables (which include the GG account for 2016).  

Table 6 – Retentions on effective Central Government expenditure in 2016 (M€) 

 
Source: DGO (initial retentions) and SIGO. CFP calculations. | Note: the retentions on current and capital 

transfers are not included because the final consolidated retentions are unknown (according to the DGO, 

the respective initial consolidated retentions were 52 M€); retentions on “other current expenditure” 

include the budget reserve. 

In the 2016 Budget Outturn Monitoring and Assessment Report (Relatório de Acompanhamento e Avaliação da 

Execução Orçamental em 2016) published by the MF in January 2017, it was stated that “up to November, 1028.2 million 

euros of retentions were still frozen”. According to provisional data in the SIGO (excluding current and capital transfers), 

in 2016 a total of 775 M€ was unblocked, suggesting final retentions were 843 M€, (i.e. 52.1% of total initial 

retentions). In 2014 and in 2015 final retentions were 50.4% and 43.4% of initial retentions, respectively. In absolute 

terms, final retentions in 2016 were well above the average for the previous two years (544 M€). 

Chart 15 – Management of budget retentions in the last three years 

Initial and unspent captivations (M€) Weight of unspent captivations (%) 

  
Source: DGO and SIGO. CFP calculations. | Note: the figures relating to 2016 do not include retentions on current and capital transfers 

because their final consolidated retentions are unknown (according to the DGO, the respective initial consolidated retentions were 52 

M€). 
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Current expenditure: 1363,5 564,5 41,4% 799,0 58,6%

Compensation of employees 176,1 84,5 48,0% 91,5 52,0%

Procurement of goods and services 754,7 278,0 36,8% 476,6 63,2%
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Subsidies - - - - -

Other current expenditure 425,4 201,7 47,4% 223,7 52,6%
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Since the GG account for 2016, both in public accounts and national accounts, already had a forecast saving of 355 M€, 

attributable to a share of the initial retentions, we conclude that the budgetary retention management in 2016 

benefitted the GG budgetary balance to the tune of 487 M€ (0.3% of GDP). That is an additional savings of 42 M€ 

versus the 445 M€ forecast by the MF last October.  

Most of the final retentions in 2016 related to current primary expenditure, in particular the purchase of goods and 

services. It is recalled that all permanent retentions forecast in the Effective Action Report (445 M€) related to this item. 

However, a total of 477 M€ was not used, an additional savings of 32 M€ on this item. In the opposite direction, the 

amount not unfrozen under compensation of employees (92 M€) fell short of the 120 M€ savings taken into 

account when defining the GG account for 2016. The savings on the allocation for “other current expenditure” (which 

includes the budget reserve) was 224 M€, which also fell short of the 235 M€ predicted by the MF for GG account 

purposes. In regard to capital expenditure, 41 M€ under the “purchase of capital goods” were not unfrozen. 

If we add the savings resulting from retention management (487 M€) to the aforesaid partial savings on the allocation to 

fund the salary cut reversal (109 M€), we may conclude that in 2016 management of the said budgetary control 

instruments had a favourable impact of around 591 M€ (0.3% of GDP) on the GG budgetary balance, in both 

public accounts and national accounts. 

__________________________ 

1 – Pursuant to article 12-H (5) of the current Budgetary Framework Law (Law no. 41/2014 of 10 July). According to DGO Circular no. 

3/2015 of 10 December, the twelfth calculations were based on the amounts stated in the budget tables specifying expenditure, net of 

the budget changes recorded up to 14 December 2016, with the exception of the increases funded by provisional appropriation. 

2 – During the transitional period expenditure outturn reflected the autonomous approval of legislation that came into force at the 

beginning of 2016, in particular legislation which provided for the phased elimination of the GG salary cut and the decrease in the 

Extraordinary Solidarity Contribution (ESC), as well as the restoring of the rules for updating the value of Social Security general scheme 

pensions and the convergent social protection scheme and the setting of the EPSS reference value. 

3 – Pursuant to article 9 (7) of the SB/2016 Law the Government was authorised to undertake the changes required to assign the 

centralised appropriation earmarked for funding the progressive elimination of the GG salary cut, regardless of the programmes involved. 

4 – Article 3 of Law no. 7-A/2016 of 30 March, which sets out the percentages, exceptions, redistribution and unblocking of funds. At a 

later date additional retentions were established, covering allocations relating to compensation of employees under the law on the 2016 

Budget Outturn (article 5 of Decree-Law no. 18/2016 of 13 April). 

5 – Exceptions to the application of this reserve were institutions belonging to the NHS and to Higher Education, as well as RPC covered 

by the simplified rules. The budget reserve calculation does not cover expenditure financed by European funds, investments in financial 

assets and liabilities, allocations relating to employees undergoing re-training, nor the so called specific allocations. 

2.4 ANALYSIS BY SUBSECTORS 

In 2016 the budget outturn revealed positive contributions from all GG subsectors 

but for Regional and Local Government (RLG). Over the year as a whole only RLG 

contributed to the worsening of the deficit, given that even though there was a budget 

surplus, it was smaller than in 2015. Performance in the final quarter of the year was 

decisive, since up to the 3rd quarter, RLG contributed to reduce the deficit. As for Central 

Government (CG), its contribution was positive across all quarters, with the year-on-year 

change being most significant in the 4th quarter due to the fact it suffered the fiscal impact 

of the Banif resolution. Social Security Funds (SSF) also experienced positive infra-annual 

performance, in particular in the final quarter of the year.  

2.4.1 Central Government 

In 2016 CG contributed to the decrease in the GG deficit to the tune of 3668 M€ (2.1 

p.p. of GDP). This improvement was above all the result of the decrease in capital 
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expenditure and the savings in interest payments, which together with the rise in tax 

revenue offset the increase in current primary expenditure. 

Chart 16 – Subsectors’ contributions to reduce (+) / increasing (-) GG deficit (M€) 

 
Source: INE. CFP calculations.  

2.4.2 Social Security Funds 

In 2016 budget outturn in the SSF subsector contributed 462 M€ to the decrease in 

the public deficit and achieved a budget surplus of 1575 M€. This is true even if we 

exclude the extraordinary SB transfer, as the subsector would have a surplus of 925 M€ (for 

the second time since 2012, when that transfer began). Compared to the surplus recorded 

in 2015 (219 M€, see right hand panel of Chart 17) the improvement was 706 M€. That 

outcome benefitted from the 2.9% (+700 M€) growth in revenue which was higher than the 

growth in subsector spending, at 1.0% (239 M€).  

Chart 17 – SSF subsector budgetary balance 

Contribution to the annual change in the budget 

balance (M€) 
Budget balance (M€) 

  

Source: INE and IGFSS. CFP calculations. 

In 2016 the developments in SSF expenditure were mainly driven by the 1.4% 

(+283 M€) increase in social transfers. The change in social transfers spending is 

essentially the result of contributions in opposite directions: the cost of pensions (+2.4%) 

and the cost of unemployment benefits and measures to support employment (-14.2%). 
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While the former recorded an increase of 371 M€, the latter had a savings of 251 M€ 

compared to 2015. The remaining social transfers recorded an overall increase (+143 M€), 

in particular SIE (+47 M€) and parenthood allowances (+44 M€), where there was an 

increase in the number of beneficiaries (+3.8% and 7.3%, respectively). Other transfers such 

as family allowance (+16 M€) and sickness benefit (+15 M€) and SSE (+13 M€) also 

recorded increases.  

A major contributor to the SSF revenue performance was social contributions which 

grew 4.8% (+681 M€), following the positive behaviour of the labour market in 2016. 

Social contribution revenue has been on the rise and accelerating since 2013 (+1.6% in 

2013) mainly in 2015 (+4.5%), and it increased 0.3 p.p. in 2016. The increase in the number 

of beneficiaries whose salaries are declared to Social Security, as well as the reversal of the 

salary cut applying to GG employees enrolled in the system, contributed to the favourable 

development in contribution revenue. SSF tax revenue, which includes social VAT, 

decreased (-15.3%), although the basis for comparison is biased, since in 2016 VAT revenue 

was no longer allocated to the Social Emergency Programme (SEP).13 That decrease was 

offset by the increase in sales and other current revenue (+199 M€), stemming from the 

increases in both interest received (+55 M€) and SB transfers (+156 M€). The latter include 

the increase in the transfer relating to compliance with the SSFL (+399 M€), while the 

“extraordinary” SB transfer to cover the Pay-as-you-go Welfare System deficit has been 

steadily decreasing (down 245 M€ in 2016). 14 

2.4.3 Regional and Local Government 

In 2016 the RLG subsector recorded a budget surplus (706 M€). It is the fifth year 

running that it has seen a surplus, although this year it was 111 M€ lower than in 

2015 (Chart 16). The difference versus the SB/2016 forecast (-128 M€) is due to the decline 

in revenue in 2016 (-1.0%), which overturned the MF expectations (+4.1%), and it was not 

counterbalanced by the expenditure performance, even though, also contrary to 

expectations (+4.3%), it remained practically the same. The decrease in the surplus 

represents a contribution that increases the GG deficit above all in the 4th quarter 

(separately the figures for that period represent a subsector deficit of -2M€). The RLG 

balance developments were mainly driven by revenue performance, which was down 

114 M€ since the sharp fall in capital revenue, particularly Community funds, was not offset 

by the increase in tax revenue. Overall expenditure remained at the 2015 level, as the 

savings on investment expenditure and other current and capital expenditure made up for 

the unfavourable performance of the other expenditure items, in particular intermediate 

consumption spending. 

Regional Government 

                                                   
13 Expenditure funded by this revenue up to 2015 came to be financed by the transfer relating to compliance with 

the Social Security Framework Law (SSFL). 

14 The increase in this transfer would only be 154 M€, if the impact of the end to the SEP were eliminated. 
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For the fourth year running the autonomous regions recorded a budget surplus and 

contributed 17 M€ to the decrease in the budget deficit. The Madeira region (RAM) 

contributed with a 50 M€ improvement, as it recorded a surplus of 230 M€. The Azores 

region (RAA) recorded a deficit of 60 M€ in 2016, which accounts for a 33 M€ increase 

compared to the balance in 2015 (-27 M€.) In 2016 GG transfers to the regions stood at 

520 M€ (19% of total regional revenue). The majority of those transfers (427 M€) concerned 

SB transfers under the regional finance law (+0.7%).15 

The contribution of both regions to the improvement in the balance stemmed from 

reduced spending, bearing in mind that revenue dropped compared to the previous 

year, the reverse of the situation in 2015. The major contributor to the decrease in 

regional spending was the drop in current transfers to other sectors of the economy, as this 

was the only GG subsector which saw a rise in investment expenditure in 2016 (+21.7%, 

although below the change implicit in SB/2016). The decisive factor in the decrease in 

revenue was transfers received from outside the GG sector, both current and capital, mainly 

transfers of Community funds. 

However, the developments in the revenue and expenditure aggregates were 

different in the two regions. In the Azores (RAA) revenue and expenditure recorded 

annual decreases of 5.2% and 2.5%, respectively. In Madeira (RAM) revenue rose (2.7%) 

while expenditure fell more moderately (-0.8%). The decline in RAA revenue was due above 

all to transfers received from outside GG. In RAM those transfers increased, as did the 

region’s tax revenue (+3.3%), while RAA tax revenue decreased (-1.3%). In the Azores the 

drop in expenditure was based on the lower volume of current transfers paid outside GG, 

since the volume of investment grew, whereas in Madeira, although “other current 

expenditure” declined, the decisive factor was the decrease in capital expenditure. 

Chart 18 – Regional government budgetary balance 

Contribution to the annual change in the budget 

balance (M€) 
Budget balance (M€) 

  

Source: INE. CFP calculations. 

Local government 

For the sixth year running LG recorded a budget surplus. However, the reported 

balance (536 M€) represents a 128 M€ decrease compared to 2015 and worsens the 

GG deficit. Unlike in 2015, when revenue increased (+338 M€), in 2016 LG revenue fell (-

                                                   
15 As published in the INE supplement relating to the 1st notification of 2017 under the EDP (INE, 2017b: 5), GG 

transfers to the two autonomous regions totalled 423.5 M€ in 2015 and 426.6 M€ in 2016. 
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86 M€), since the increase in current revenue was not sufficient to make up for the fall in 

capital revenue. In the case of expenditure, whilst it did not penalise the subsector’s balance 

to the extent it did the previous year, it still accounted for about one third of the 

deterioration. 

In 2016 LG expenditure increased by around 0.5% (42 M€), reflecting the contrasting 

performance of capital and current expenditure. As a whole LG current primary 

expenditure recorded an increase of 338 M€, in particular intermediate consumption 

(+13.9%). Despite increasing, interest charges made a minimal contribution (0.1 p.p.) to the 

change in the subsector’s total expenditure. The decrease in capital expenditure (-305 M€), 

mainly at the investment level (-223 M€, -14.5%) was still lower than the increase in current 

expenditure (+347 M€). 

In 2016 the decline in LG revenue was the result of the negative performance of 

capital revenue, notwithstanding the growth in current revenue. The main contributors 

to growth in current revenue were sales (+9.4%; 164 M€) and local tax revenue (+5.1%; 

151 M€), associated, especially in the case of IMT (Municipal Property Transfer Tax), to the 

steady recovery in the real estate market in 2016. Current transfers from CG also recorded 

an increase in 2016 (+4.0%, +90 M€).16 However, this did not offset the unfavourable 

performance of other current transfers. On the other hand, in aggregate terms, the 

favourable change in current revenue (+3.0%; +264 M€) was not sufficient to offset the fall 

in capital revenue (-44.4%; -350 M€), namely the European Union investment support 

transfers.17  

Chart 19 – Local government budgetary balance 

Contribution to the annual change in the budget 

balance (M€) 
Budget balance (M€) 

 

 

Source: INE. CFP calculations.  

                                                   
16 In national accounts, total CG transfers to LG in 2016 totalled 2461.7 M€, 2245.4 M€ of which related to current 

transfers. Most of those transfers were related to local authority participation in public resources (PRP) under the 

local finance law. 

17 For its part the share recorded in 2016 (180.8 M€) as a SB capital transfer related to PRP, as a result of the 

Financial Balance Fund (FBF) split between current and capital transfers being decided by the municipalities, fell 

by 4.6 M€ compared to 2015. This explains the decline in CG capital transfers, despite the FBF overall increase 

(from 1726.8 M€ to 1748.5 M€). 
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3 PUBLIC DEBT DEVELOPMENTS IN 2016 
 

3.1 MAASTRICHT DEBT 

Developments as a percentage of GDP 

The debt ratio rose by 1.4 p.p. of GDP in 2016 (to 130.4%), which compares with a 

decrease of 1.6 p.p. in 2015. Net of Central Government deposits the debt fell by 0.5 p.p. 

of GDP to 121.1% of GDP (Chart 20). The increase in the Maastricht debt ratio was due to 

the favourable 2.2 p.p. of GDP impact of the primary surplus being insufficient to offset the 

unfavourable impacts of the stock-flow adjustment (which brought a 3.1 p.p. increase to the 

debt ratio) and the debt dynamics (0.5 p.p. of GDP) (see Table 12). This effect resulted from 

the fact that the economic (nominal) growth was lower than the public debt forecast 

interest rate, so the interest effect (4.2 p.p. of GDP) outweighed the growth effect (-3.8 p.p. 

of GDP).  

Chart 20 – General Government debt developments (% of GDP) 

 

Source: BoP. CFP calculations. 

 

Developments in nominal terms 

In 2016 General Government debt stock (Maastricht definition) rose to 241,100 M€. 

Compared to 2015, the increase was 9,500 M€, following on from the 5,500 M€ increase 

seen in that year (Chart 21). This is explained by the increase in deposits and debt 

instruments, both short and long-term. For their part loans for both periods declined versus 

the end of 2015, but especially long-term instruments, due to the early repayment of IMF 

loans to the sum of 4,500 M€. For this reason, the relative weight of long-term debt fell 

from 85.9% to 83.3% of the total compared to the end of 2015. Public debt interest 

recorded a drop of 355 M€, due to the price effect, as the implicit interest rate went from 

3.6% in 2015 to 3.4% in 2016. 
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Maastricht debt, and the former was partially offset by the decline in Regional and Local 

Government’s consolidated debt (-117 M€) (Chart 21).  

Chart 21 – Interest charges and change in debt by subsector (M€) 

Debt and interest costs Subsectors contribution for consolidated debt change 

 
 

Source: INE and Bank of Portugal. CFP calculations. 

3.2 STOCK-FLOW ADJUSTMENT 

In 2016 the stock-flow adjustment accounted for 60% of the increase in public debt. 

The (unadjusted) budget deficit stood at 3,800 M€, while the stock-flow adjustment stood 

at 5,700 M€, leading to a 9,500 M€ increase in debt in nominal terms (Table 7). The main 

contributor to this stock-flow adjustment was the net purchase of financial assets 

(5,100 M€), resulting to a large extent from changes in the “cash and deposits” account 

(which included 2,500 M€ earmarked to recapitalise the CGD bank, a measure that was 

postponed to 2017). The increase in the Treasury Bonds and Floating Rate Treasury Bonds 

balance, the placing of a Medium Term Note in February and the increase in Treasury 

Certificates stock contributed to this outcome. Those developments more than offset the 

decrease in deposits caused by the early repayment of the IMF loan. The other changes and 

the financial liabilities not included in debt jointly explain 11% of the 2016 stock-flow 

adjustment. The latter include the impact of the settling of pension fund advances. 

Table 7 – Stock-flow adjustment (M€) 

 

Source: INE and Bank of Portugal. CFP calculations.  
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3.3 FINANCING SECTOR  

Maastricht debt 

The largest public debt (Maastricht definition) creditor, including official creditors, 

continues to be the non-resident sector. As a whole, this sector accounts for 68% of debt 

finance, and the EFAP and with the Eurosystem programmes [Securities Markets 

Programme (SMP) and the Public Sector Purchase Programme (PSPP)] represent 42% of the 

total (Chart 22). Since 2012 the relative weight of the resident financial sector has remained 

at around 25%-30%. Private individuals have been increasing their relative exposure as 

public debt creditors, for instance through the purchase of saving products and Floating 

Rate Treasury Bonds, while corporate finance, excluding commercial credit, continues to 

have little weight in the total Maastricht debt stock. 

Chart 22 – Public debt (Maastricht definition) financing sector (M€ and %) 

 
Source: BoP, ECB and IGCP. CFP calculations. | Note: the sum of the individual figures may differ from 100% 

due to rounding. 

In fact, the Eurosystem, through the PSPP that began in March 2015, is an important 

player in the Portuguese public debt market. It is estimated that in 2016 total 

Eurosystem purchases amounted to approximately twice the net issues of Treasury Bonds, 

and to 80% of gross issues of that instrument. However, in 2017, given the drop in monthly 

purchases (already observed in the 1st quarter), it is estimated that PSPP purchases will be 

equal to net issues of Treasury Bonds, while Eurosystem purchases will represent half of 

gross issues. 
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Chart 23 – Treasury Bond issues (‘000 M€) 

 
Source: IGCP and ECB. CFP calculations. | * The 2017 projection for net and gross 

Treasury Bond (OT) issues includes MTN issues, as described in the presentation to 

IGCP investors on 24 February 2017. It is assumed that PSPP purchases in 2017 will 

maintain the average for the 1st quarter of 2017. 

Total debt  

The most important financing sector for Central Government debt is the rest of the 

world, while the banking sector is Regional and Local Governments’ largest creditor. 

At the end of 2016 the non-resident sector financed 56.5% of total Central Government 

consolidated debt, while the financial sector together with private individuals and other 

subsectors accounted for 43.5% of total borrowing (Chart 24). As regards Regional and 

Local Government, the credit sector with the largest weight is the financial sector (49.9%), 

and there has been a marked decrease in borrowing from abroad (9.6%, compared to 

18.3% in 2007), while borrowing from private individuals and other subsectors has gradually 

increased (from 26.7% in 2007 to 40.5% in 2016). 

Chart 24 – Financing sector for Central Government and Regional and Local Government 

consolidated debt (M€ and % do total) 

Financing sector of central government Financing sector of regional and local government 

  

Source: BoP. CFP calculations. | Note: the sum of the individual figures may differ from 100% due to rounding. 
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18 Excluding commercial credit. 
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corporations’ debt began to expand with the start of the EFAP in 2011, and has been 

increasing ever since. Note that the replacement of debt to other sectors by State subsector 

loans and allocations has had an important impact on the decrease in RPC debt. From a 

consolidated standpoint19 these corporations’ debt has fallen by 365 M€ in 2016 (compared 

to a decrease of 1,500 M€ in 2015). As for the debt of public corporations not included in 

General Government, it has been on a downward trend since 2012, and the positions of all 

sectors have diminished with the exception of General Government. 

 

The corporations included in Central Government and in Regional and Local 

Government borrow more from resident rather than non-resident sectors to finance 

their debt. Central Government has seen a decrease in the relative weight of external 

borrowing since 2011, and that has partially been replaced by private individuals and other 

subsectors (Chart 25). The total debt of corporations included in Central Government 

interrupted the downward drift of 2014 and 2015 and stabilised in 2016. The debt of 

Regional and Local Government corporations also increased, running counter to the 

decrease seen in 2015. In this case borrowing from non-residents has remained constant 

and the main lender is the financial sector. 

Chart 25 – Financing sector for total public corporation (unconsolidated) debt (M€) 

Public corporations included in general government 

(included in Maastricht debt) 

Public corporation not included in general 

government (not included in Maastricht debt) 

  
Public corporations included in central government 

(included in Maastricht debt) 
Public corporations included in regional and local 

government (included in Maastricht debt) 

  
Source: BoP. CFP calculations.  

                                                   
19 Excluding debt financed by GG. 
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4 COMPARISON WITH BUDGETARY PLANNING DOCUMENTS 

4.1 GENERAL GOVERNMENT ACCOUNT 

The General Government budget deficit was lower than forecast by the MF in all 

budgetary planning documents for 2016. The deficit totalled 3807 M€ which represented 

a favourable deviation of 376 M€ when compared to the SB/2016 forecast (2.2% of GDP). 

This was due in part to unforeseen revenue – flowing from the PERES programme (588 M€) 

– as well as to a higher level of retentions than predicted in the initial forecast (that had a 

0.3% of GDP impact, as highlighted in Box 3). 

Chart 26 – GG deficit in 2016: from DBP/2016 to outturn (M€) 

 

Source: INE and Ministry of Finance. CFP calculations. | Notes: headline figures; the estimate was 

included in the DSB/2017 report and the outturn is that calculated by the INE. 

Box 4 – Developments in MF forecasts for budgetary balance in 2016 

The parliamentary elections in October 2015 (and the consequent beginning of a new legislature) entailed changes to 

the budgetary procedure for 2016. These changes affected the calendar of the European Semester for coordinating 

economic policies, since DBP/2016 was only delivered to the European Commission on 22 January 2016 (the deadline 

was 15 October 2015). On the other hand, DSB/2016 was published on 5 February 2016, when the normal deadline 

would be 15 October 2015. 

The MF aim for the General Government budget deficit in 2016 was revised a number of times. In the first phase, it 

went from 2.6% of GDP in DBP/2016 to 2.2% of GDP in SB/2016, approved in March. In the 2016-2020 Stability 

Programme the MF retained the 2.2% of GDP forecast but in the SB/2017 report it published an estimate of 2.4% of 

GDP. However, unlike in previous years, these revisions did not require Parliament to approve an amended budget, as 

approval would only have been required if it had been necessary to increase the total expenditure approved by the 

SB/2016 Law, which was not the case. Nor was any increase in the net indebtedness ceiling required. 

The forecasts for nominal GDP growth in 2016 were successively revised downwards by the MF: 4.0% in DBP/2016 

3.8% in SB/2016 and in SP/2016 and 3.2% in the estimate published in October 2016. The fact that nominal GDP 

growth (3.0%) was lower than forecast had a bearing on the interpretation of outcomes as percentages of GDP, and 

led to a higher budget deficit ratio. 

In DBP/2016 the MF began by pointing to a budget deficit of 2.6% of GDP. In the letter dated 26 January 2016, the 

European Commission felt that the structural adjustment underlying DBP would be “well below the 0.6 p.p. of GDP 

recommended by the Council on 14 July 2015”, and invited the Portuguese Government to explain the insufficient 

adjustment. In its reply dated 5 February 2016, the Ministry of Finance presented a series of additional measures with 

a favourable 1125 M€ impact on the budgetary balance. On this basis, the European Commission was of the opinion 

that the Draft Budgetary Plan for 2016 no longer planned a significant deviation from the recommended structural 

adjustment, although it considered there was a risk of non-compliance with the provisions of the Stability and 

Growth Pact. 

The SB/2016 Law was published on 30 March 2016 and came into effect the next day. In the respective report the MF 
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forecast a budget deficit of 2.2% of GDP in 2016, a figure 0.4 p.p. of GDP (-669 M€) lower than the forecast in the 

draft published in January. That downward revision in the deficit was partly driven by a revenue forecast 1471 M€ 

higher, most of which came from the additional measures presented in the meantime. Despite some of those 

measures implying spending constraints, expenditure was revised upwards by 802 M€ compared to the DBP, 718 M€ 

of which were intermediate consumption. This could be due to a different treatment of the budgetary retentions 

relating to this item, which would possibly be written-off in the DBP, contrary to the way they were treated for GG 

account purposes in SB/2016. 

Table 8 – GG account for 2016: from DBP/2016 to outturn (M€) 

 

Source: INE and Ministry of Finance. CFP calculations. | Notes: headline figures; the revisions refer to the immediately prior 

budgetary document; figures relating to DBP/2016 and to SP/2016 were calculated in line with the respective nominal GDP 

estimated by the MF; the MF Estimate for 2016 was included in the DSB/2017 report; outturn is that calculated by the INE; 

n.d. – not available. 

In the Stability Programme, published in April 2016, the MF retained the budget deficit goal of 2.2% of GDP. In 

absolute terms, the deficit was revised downwards a fraction (-108 M€), as the downward correction to expenditure (-

314 M€) was greater than that of revenue (-206 M€, affecting the forecasts for both tax and non-tax revenue). In the 

particular case of expenditure, mention must be made of the revision to expenditure on interest (-263 M€) and on 

GFCF (-200 M€). In the opposite direction, the upward revision in compensation of employees (+314 M€) must be 

related to the fact that treatment of the CGA in national accounts has not been fully consistent, even following the 

correction published by the MF in the Explanatory Note on DSB/2016 Nota Explicativa sobre a POE/2016. 

In the DSB/2017 report, delivered in October 2016, the MF presented an Estimate of 2.4% of GDP for the budget 

deficit in 2016, higher than the 2.2% of GDP forecast up to that time but below the 2.5% of GDP laid down in the EU 

Council Decision of 2 August 2016. Thus it was the first upward revision of the forecast for the 2016 budget deficit. 

The MF estimated expenditure lower than in SP/2016 (-91 M€) but also lower revenue (-554 M€, mainly indirect 

taxes). Note that the MF estimate did not take into account any inflows from the PERES programme.  

The expenditure side made the largest contribution to the decrease in the deficit in 

2016, contrary to the forecasts in most budgetary planning documents. All budgetary 

planning documents for 2016 estimated an improvement in the GG budgetary balance 

compared to 2015 based on a rise in revenue and a cut in spending. However, the largest 

(1) (2) (3) (4) (5) (2)-(1) (3)-(2) (4)-(3)

Total revenue 80 136 81 606 81 400 80 846 79 613 1 471 -206 -554

Tax and social contributions revenue 67 439 68 222 68 216 67 900 67 927 783 -7 -316

Tax revenue 46 436 46 961 46 863 46 319 46 332 525 -97 -544

Indirect taxes 27 482 27 758 27 799 27 354 27 258 276 40 -445

Direct taxes 18 954 19 202 19 065 18 966 19 073 248 -138 -99

Social contributions 21 003 21 262 21 352 21 581 21 595 258 91 228

of which: actual soc. contr. received n.d. 16 927 16 942 16 895 16 938 n.d. 15 -46

Non-tax and social contributions revenue 12 696 13 384 13 184 12 946 11 686 688 -200 -238

of which: capital revenue n.d. 1 628 1 729 1 805 942 n.d. 101 75

Total expenditure 84 988 85 790 85 475 85 384 83 421 802 -314 -91

Primary expenditure 76 627 77 300 77 249 77 366 75 585 674 -51 117

Intermediate consumption 10 807 11 525 11 513 10 591 10 572 718 -12 -921

Compensation of employees 20 283 20 309 20 622 20 704 20 847 26 314 81

Wages and Salaries n.d. 15 106 15 304 14 993 15 128 n.d. 198 -311

Actual social contributions n.d. 858 883 1 051 1 062 n.d. 25 168

Imputed social contributions n.d. 4 345 4 436 4 659 4 657 n.d. 90 224

Social transfers 34 684 34 645 34 635 35 113 35 007 -38 -10 478

other than in kind 31 452 31 355 31 360 31 739 31 715 -98 5 379

in kind 3 231 3 291 3 276 3 374 3 292 59 -15 99

Subsidies 830 1 132 1 402 1 108 1 042 302 270 -294

GFCF 3 784 3 677 3 477 3 428 2 880 -107 -200 -49

Other current and capital expenditure 6 240 6 012 5 600 6 422 5 238 -227 -412 821

of which: other current expenditure n.d. 5 178 4 722 5 342 4 392 n.d. -456 620

Interest paid 8 361 8 489 8 226 8 019 7 836 128 -263 -208

General government balance -4 852 -4 183 -4 076 -4 538 -3 807 669 108 -463

in % of GDP -3,0 -2,0 -2,0 -2,0 -2,0 0,0 0,0 0,0

Primary balance 3 509 4 306 4 151 3 481 4 029 797 -155 -670

Tax burden n.d. 63 888 63 805 63 215 63 270 n.d. -83 -590

Nominal GDP 186 722 186 327 186 303 185 267 184 931 -395 -25 -1 036

2016 Revisions:

DBP/2016 SB/2016 SP/2016 Estimate Outturn SB/2016 SP/2016 Estimate

http://www.dgo.pt/politicaorcamental/OrcamentodeEstado/2016/Proposta%20do%20Or%C3%A7amento/Documentos%20do%20OE/_NotaExplicativa_UTAO-CFP.pdf
http://data.consilium.europa.eu/doc/document/ST-11553-2016-INIT/pt/pdf
http://data.consilium.europa.eu/doc/document/ST-11553-2016-INIT/pt/pdf
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contribution to the decrease in the deficit in 2016 came from the expenditure side (83%). 

Only in DBP/2016 was expenditure expected to make a larger contribution, but even then it 

was less pronounced (59%).  

Chart 27 – Contributions to improvement in GG budget deficit compared to 2015  

 

Source: INE and Ministry of Finance. CFP calculations. | Notes: headline figures; percentages are 

calculated on basis of change in millions of euros; the “Outturn” was calculated by the INE.  

Growth in total GG revenue (+0.9%) was around one quarter of that forecast by the 

MF in SB/2016 (+3.4%). The total deviation in revenue stood at 1993 M€ (1.1 p.p. of GDP). 

All revenue items contributed to this outcome except social contributions which grew by 

more than the SB/2016 forecast (+3.9% vs. +2.3% in SB/2016). Overall the items that had a 

nominal change below that forecast, in particular the deviations in “other current revenue” 

and “capital revenue”, account for over three-quarters of the total deviation, one third of 

which reflects the reduced volume of European Union investment support. 

Box 5 – Budget deficit projections for 2016  

The projections for the budgetary balance in 2016 made by various official institutions revealed the existence of 

significant differences between the successive projections. This reflects, on the one hand, the significant changes in 

the performance of the Portuguese economy which experienced a far more positive dynamic in the second half of 

the year (see the Public Finance: Position and Constraints Report of March 2017). And on the other hand, the change 

in the budget management framework that took place over the year, fulfilling the Portuguese Government’s promise 

to comply with fiscal rules. Only after the publication of SB/2016 did all the forecasters publish deficit projections in 

line with or below the 3% of GDP limit. 

In particular, the outcomes achieved on the tax revenue side, which in aggregate terms remained below the 

budgetary targets throughout the year, rose doubts as to the possibility of achieving the budgetary balance, which in 

fact remained until the additional tax measures not forecast in SB/2016 were applied. On the basis of the change in 

tax revenue, CFP even projected a slight deterioration on the budget deficit (+0.1 p.p. of GDP) in its September 2016 

update compared to March. Taking into account that in the GG account estimate underlying the preparation of 

SB/2017 the Government revised its deficit estimate upwards (+0.2 p.p. of GDP), it can be argued that this outlook 

was based on the known data. 
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Chart 28 – Developments in deficit projections for 2016 (% of GDP) 

 
Sources: INE (2017) and historical projections from the following institutions: EC, CFP, IMF, MF and OECD. 

Tax revenue grew at half the rate forecast in SB/2016 (+1.4% vs. +2.8% in SB/2016). 

Both indirect taxes (+3.9% vs. +5.8% in SB/2016) and direct taxes (-1.9% vs. -1.2% in 

OE2016) contributed to that performance. Of special note is the deviation in VAT and in 

STCs where year-on-year growth was +2.5% and +10.6%, whereas the annual goal was 

+5.1% and +16.1%, respectively, thus confirming the risks highlighted by CFP in its analysis 

of DSB/2016. In nominal terms the total deviation in 2016 tax revenue vs. the SB objective 

was 629 M€. Note that without the increase in revenue from the PERES programme, the 

nominal deviation in tax revenue would have been 1141M€ (0.6 p.p. of GDP). 

Table 9 – Deviation in tax revenue compared to SB/2016 forecast (M€ and as %) 

 
Source: INE, MF and TA. CFP calculations. | Notes: CFP is solely responsible for the breakdown of indirect and direct 

taxes, which the CFP calculated from national accounts on the basis of TA cash basis data. The forecast implicit in SB 

comes from information provided by the MF. The change in tax revenue in 2016 incorporates the revised estimate for 

2015 produced by the INE. 

Social contributions were up 3.9% compared to 2015, 1.6 p.p. above the SB/2016 

forecast. That growth was higher than in SB/2016 (+2.3%) and the difference may be 

explained by the more positive than expected development in employment in the 

macroeconomic scenario underlying the budget (+1.6%; +0.8% in SB/2016) and by the 

greater spending on compensation of employees (+2.8%; +0.2% in SB/2016). 

In 2016, the tax burden stood at 34.2% of GDP (0.1 p.p. down on the SB/2016 

forecast). This outcome was driven by the greater than forecast weight of actual social 

-4,0

-3,5

-3,0

-2,5

-2,0

-1,5

-1,0

-0,5

0,0

MF IMF MF EC CFP IMF MF IMF EC OECD IMF CFP IMF IMF MF EC OECD IMF EC IMF

jan/16 feb/16 mar/16 apr/16 may/16 jun/16 sep/16 oct/16 nov/16 dec/16 feb/17

IN
E

(m
ar/2

0
1

7
)

Forecast

Full Year Deviation Y-o-Y
2015/SB

2016

2016 SB/2016 % %

TAX REVENUE 46 961 46 332 -629 1,4 2,8

Indirect Taxes 27 758 27 258 -500 3,9 5,8

VAT 16 148 15 753 -395 2,5 5,1

Excise duties 5 360 5 107 -253 10,6 16,1

Petroleum Tax 3 565 3 411 -154 11,1 16,1

Tobacco Tax 1 595 1 483 -112 9,3 17,6

IABA 200 213 12 12,2 5,7

Municipal Property Tax 1 598 1 507 -91 -0,4 2,7

Vehicle tax 674 687 14 17,5 15,2

Tax on real estate transactions 643 655 13 15,2 10,3

Others 3 337 3 549 212 -0,9 -5,3
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contributions (9.2 % of GDP; 9.1% in SB/2016) and more than offset the reduced weight of 

indirect taxes (14.7% of GDP; 14.9% in SB/2016).  

Chart 29 – Expected and actual tax burden in 2016 (as p.p. of GDP) 

 
 

Source: INE. CFP calculations. | Note: The GDP figure used to calculate tax burden corresponds to GDP 

available at each time. The forecast tax burden is based on the GDP forecast in SB/2016. The actual tax 

burden in 2016 is based on the latest estimate published by the INE for that year.   
 

In adjusted terms, total GG revenue recorded an unfavourable deviation of 3 p.p. 

compared to the SB/2016 forecast. Net of the effect of one-offs, totalling 745 M€ and 

split between current revenue (443 M€) and capital revenue (302 M€), adjusted GG revenue 

was stable compared to the previous year and in line with growth of 3.1% forecast in 

SB/2016. The performance of non-tax and non-contribution revenue (particularly “other 

current revenue”) played a major role in this outcome, accounting for three-quarters of the 

revenue deviation. The remainder was due to tax and contribution revenue, whose 

contribution to the deviation is not greater simply because social contribution revenue 

exceeded the SB/2016 forecast. 

Chart 30 – Comparison of annual change and forecast change in SB/2016 (M€) 

Revenue  Expenditure 

  

Source: INE and Ministry of Finance. CFP calculations. | Note: The figures are not net of temporary and one-off measures 

as detailed in Table 14. 

General Government expenditure was 2369 M€ lower than the SB/2016 forecast. 

Current primary expenditure (-929 M€), capital expenditure (-786 M€) and interest (-653 

M€) all contributed to this favourable deviation. Confirming comments made in the CFP 

Report on fiscal developments until the end of the third quarter 2016, there were 

favourable deviations in expenditure on intermediate consumption, subsidies, GFCF and 

interest, countered by unfavourable deviations in compensation of employees and social 

transfers (see Table and Chart above). 
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General Government intermediate consumption fell short of the SB/2016 forecast, 

especially due to the management of retentions. This item recorded a favourable 

deviation of 953 M€, which was mainly explained by the high level of permanent 

retentions.20,21 Other influential factors were expenditure on PPP that was around 170 M€ 

below the SB/2016 forecast and transfers of Community funds to Transmontana (164 M€) 

that had been recorded in “other capital expenditure”, although in SB/2016 the respective 

budget allocation had been included in intermediate consumption. 

Table 10  – General Government account: deviations versus SB/2016 (M€) 

 

Source: INE. Ministry of Finance. | Notes: headline figures; outturn was calculated by INE; the deviation in “other current 

expenditure” versus the SB/2016 is due to the fact that the initial provisional appropriation (502 M€) was classified in this 

item. 

                                                   
20 In public accounts final retentions relating to the purchase of goods and services totalled 477 M€ (see Box 3). 

In national accounts, a share of the budget reserve was charged to the intermediate consumption allocation 

(195.7 M€). Use of that reserve totalled 202 M€, although it is not clear which expenditure items benefitted (the 

DGO informed us that the final figures have not yet been produced).  

21 This deviation would have been even more favourable if local government intermediate consumption had not 

been 253 M€ higher than the SB/2016 forecast. 

2015

Total revenue 78 913 81 606 79 613 2 693 700 3,4 0,9 -1 993

 Current revenue 77 607 79 978 78 672 2 371 1 064 3,1 1,4 -1 307

Tax revenue 45 672 46 961 46 332 1 289 660 2,8 1,4 -629

Indirect taxes 26 234 27 758 27 258 1 525 1 025 5,8 3,9 -500

Direct taxes 19 438 19 202 19 073 -236 -365 -1,2 -1,9 -129

Social contributions 20 775 21 262 21 595 486 820 2,3 3,9 334

of which: actual soc. contr. received 16 202 16 927 16 938 725 736 4,5 4,5 11

 Sales & other current revenues 11 161 11 756 10 744 595 -416 5,3 -3,7 -1 012

Sales 6 636 6 874 6 742 237 106 3,6 1,6 -131

Other current revenues 4 524 4 882 4 002 358 -522 7,9 -11,5 -881

Capital transfers received 1 306 1 628 942 322 -364 24,7 -27,9 -686

Total expenditure 86 739 85 790 83 421 -950 -3 319 -1,1 -3,8 -2 369

Primary expenditure 78 548 77 300 75 585 -1 248 -2 963 -1,6 -3,8 -1 716

Current primary expenditure 70 847 72 788 71 859 1 942 1 012 2,7 1,4 -929

Intermediate consumption 10 272 11 525 10 572 1 253 300 12,2 2,9 -953

Compensation of employees 20 273 20 309 20 847 36 574 0,2 2,8 538

Wages and Salaries 14 712 15 106 15 128 393 415 2,7 2,8 22

Actual social contributions 986 858 1 062 -128 76 -13,0 7,7 204

Imputed social contributions 4 574 4 345 4 657 -229 83 -5,0 1,8 312

Social transfers 34 637 34 645 35 007 8 369 0,0 1,1 361

in kind 3 317 3 291 3 292 -26 -25 -0,8 -0,7 1

Subsidies 1 110 1 132 1 042 21 -69 1,9 -6,2 -90

Other current expenditure 4 554 5 178 4 392 624 -162 13,7 -3,6 -786

Capital expenditure 7 701 4 512 3 726 -3 189 -3 975 -41,4 -51,6 -786

GFCF 4 049 3 677 2 880 -372 -1 170 -9,2 -28,9 -797

Other 3 652 835 846 -2 817 -2 806 -77,1 -76,8 11

Interest paid 8 191 8 489 7 836 298 -355 3,6 -4,3 -653

General government balance -7 826 -4 183 -3 807 3 643 4 019 376

in % of GDP -4,4 -2,2 -2,1 2,1 2,3 0,2

Primary balance 365 4 306 4 029 3 941 3 663 -277

Tax burden 61 874 63 888 63 270 2 014 1 396 3,3 2,3 -618

Nominal GDP 179 504 186 327 184 931 6 823 5 427 3,8 3,0 -1 396
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Gross Fixed Capital Formation (GFCF) was significantly below the initial forecast. In 

2015 growth in GFCF was less than forecast in the original budget (-323 M€). In 2016 the 

decrease in GFCF was sharper than in SB/2016, giving rise to a greater deviation (-797 M€). 

Note that the initial forecast for 2016 pointed to a fiscal impact of 315 M€ in GFCF and 252 

M€ in capital revenue (equal to a 80% contribution rate in co-financed projects), as the 

intention was to accelerate or bring forward the employment of European funds under the 

Portugal 2020 programme.  

Interest paid fell 4.3% compared to 2015, although SB/2016 estimated an increase of 

3.6%. As was the case in 2015, interest paid recorded a favourable deviation of 653 M€ 

compared to the initial forecast (in 2015 the deviation was 695 M€). Despite the figure 

being successively revised downwards in SP/2016 and last October’s estimate, spending on 

interest was lower than forecast in all budgetary planning documents for 2016. Therefore, 

this item was once again one of the main contributors to a lower than forecast total 

expenditure. 

The favourable deviation recorded in “other current expenditure” was greatly 

influenced by the absorbing of the provisional appropriation. The fact that the 

provisional appropriation (502 M€) was fully reflected in that item contributed to the 786 

M€ deviation. Over the year that sum was reassigned to other items as a result of needs 

identified in the meantime (see Box 3). Without that effect “other current expenditure” 

would have seen a favourable deviation of 284 M€, 83 M€ of which are due to the fact that 

the financial contribution to the European Union was less than the amount forecast in 

SB/2016. 

Compensation of employees was higher than in the SB/2016 forecast, despite wages 

and salaries having remained relatively stable. Compensation of employees recorded an 

unfavourable deviation of 538 M€, almost entirely explained by the development in social 

contributions, as expenditure on wages and salaries was practically in line with the initial 

forecast. Following the progressive restoring of the pay cut over the course of 2016, the 

cumulative year-on-year rate of change in wages and salaries gradually increased until it 

reached a figure (2.8%) close to the SB/2016 forecast (+2.7%) – see Chart below. Actual and 

imputed social contributions recorded an unfavourable deviation of 516 M€ which, as 

stated by the CFP in previous reports, is related to a problem of underestimation in 

SB/2016, which persisted in SP/2016 and was only corrected in the MF estimate published 

last October. 
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Chart 31 – Breakdown of change in compensation of employees in 2016  

 

Source: INE and Ministry of Finance. CFP calculations. | Note: the Estimate (Oct/16) was included in 

the DSB/2017 report. 

Social transfers expenditure was 361 M€ higher than the SB/2016 forecast. This 

unfavourable deviation is fully explained by social transfers in cash, as transfers in kind were 

in line with the initial forecast. Whilst SB/2016 provided for a slight increase in social 

transfers in cash (+0.1%), they actually grew by 1.3% compared to 2015.22 That difference is 

due to the way the Civil Servants Pension Agency (CGA) is handled in national accounts in 

SB/2016, which affected Central Government social transfers (although it had no impact on 

the GG budgetary balance, according to information supplied by the MF). Note that GG 

expenditure on social transfers was in line with the estimate published by the MF last 

October, when this item was revised upwards by 384 M€. 

4.2 PUBLIC DEBT  

The forecast for the public debt (Maastricht definition) ratio in 2016 was altered over 

the course of the year. In SB/2016 the MF forecast pointed to the ratio dropping to 

127.7% of GDP in 2016, 1.1 p.p. down on the estimate of 128.8% for 2015.23 In SP/2016 the 

forecast was revised downwards to 124.8%, given the projected decrease in debt stock at 

the end of the year. The estimate published in SB/2017 reversed the downward revision and 

pointed to a ratio of 129.7%, projecting higher public debt stock and nominal GDP slightly 

lower than in the SP/2016 forecast. 

                                                   
22 This growth was not higher because, the decrease in expenditure on unemployment benefit and job support (-

14.3%) was greater than projected in SB/2016 (-7.0%) and because, there were smaller than expected increases in 

the following social transfers: (i) Social Inclusion Earnings (+16.5% vs. +23.6%); (ii) Family Allowance (+2.5% vs. 

+8.7%); and (iii) Solidarity Supplement  for the Elderly (+6.6% vs. +10.3%).  

23 The ratio was 0.2 p.p. of GDP higher than the estimate as the Banif, S.A. liability (295 M€) has since been 

included in General Government debt.  
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Chart 32 – Forecasts for public debt and nominal GDP in 2016 (as % of GDP and M€) 

 

Source: INE and Ministry of Finance. | CFP calculations. 

Debt (Maastricht definition), as a percentage of GDP, was higher than the MF 

forecasts. Public debt increased from 129% of GDP to 130.4% in 2016, a figure 0.7 p.p. 

higher than the latest MF estimate. The ratio recorded at the end of 2016 exceeded the 

forecasts made in SB/2016 and in SP/2016, by 2.7 p.p. of GDP and 5.6 p.p. of GDP, 

respectively.  

4.3 MULTI-ANNUAL FRAMEWORK OF BUDGETARY PLANNING  

Expenditure under MFBP ceiling increased by 1516 M€ compared to 2015. This 

increase in effective Central Government expenditure covered by general revenue is greatly 

influenced by two different factors. On the one hand, it is explained by the full reversal of 

the salary cut in 2016, which the MF estimates at 447 M€. On the other hand, some 

assigned revenue has since been classified as general revenues, in particular the road 

service subsidy from the Planning and Infrastructure programme in 201624 that had an 

impact of 459 M€ on expenditure covered by general revenue.  

                                                   
24 Taking into account the amount of that subsidy that was recorded as general revenue by Infraestruturas de 

Portugal. 
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Table 11 – MFBP expenditure ceiling for 2016: annual change and deviations (M€) 

 

Source: Ministry of Finance. CFP calculations. | Notes: public account figures relating to Central Government expenditure 

covered by general revenue; 338 M€ of the total centralised appropriation earmarked to finance the reversal of the pay 

cut (447 M€) were used, and 109 M€ were still to be used in P004; the “SB/2016” column shows the ceiling for 2016 

approved by Law no. 7-C/2016 of 31 March, the date SB/2016 came into effect. 

In 2016, expenditure under MFBP ceiling was lower than the amount defined by Law 

no. 7-C/2016 of 31 March. According to the provisional figures for 2016, effective Central 

Government expenditure covered by general revenue totalled 47 413 M€. That figure is 990 

M€ lower than the limit set by the said Law and retained in SP/2016.25 However, this 

favourable deviation is overstated due to incorrect accounting by RTP and Infraestruturas 

de Portugal (IP). The latter classified part of the road service subsidy as own revenue, while 

RTP classified the entire audiovisual subsidy as own revenue. If these amounts had been 

classified as general reserves and had financed expenditure, the favourable deviation would 

have been 651 M€, generally in Ministry of Finance programmes (-475 M€, 167 M€ of which 

relate to public debt management).  

                                                   
25 Spending on the “Sovereign Bodies”, “Solidarity, Employment and Social Security” and ”Economy” programmes 

as a whole exceeded the respective limit by 56 M€. According to the DGO, some of these situations may stem 

from the fact that the law which approved the MBPF for the 2016-2019 period did not include the amendments 

to the SB/2016 Bill approved by the Parliament. 

2015

Provisional Centralized
(1) (2) (3) (4) (5)=(2)+(3)+(4) (6) (6)-(1) (6)-(5)

1. SOVEREIGNTY 4 359 4 571 3 0 4 575 4 364 5 -211

P001 Sovereign Bodies 3 121 3 159 0 0 3 160 3 167 46 8

P002 Governance 96 110 110 99 3 -11

P003 Foreign Affairs 279 285 285 267 -12 -18

P008 Justice 772 742 742 739 -33 -3

P009 Culture 91 275 3 0 278 91 0 -186

2. SECURITY 3 251 3 335 3 335 3 243 -8 -92

P006 Defence 1 639 1 722 1 722 1 635 -4 -87

P007 Internal Security 1 612 1 613 1 613 1 608 -4 -4

3. SOCIAL 28 149 28 035 382 338 28 755 28 725 576 -30

P010 Science and Higher Education 1 395 1 397 0 44 1 441 1 415 20 -26

P011 Basic and Secondary Educ. and School Adm. 5 265 5 081 262 179 5 522 5 510 245 -12

P012 Solidarity, Employm. and Social Security 13 589 13 586 13 586 13 601 12 15

P013 Health 7 901 7 971 120 115 8 206 8 200 299 -6

4. ECONOMIC 10 139 12 462 -385 -338 11 739 11 081 942 -658

P004 Finance and Public Administration 2 507 3 541 -502 -338 2 701 2 393 -114 -308

P005 Public Debt Management 7 092 7 546 7 546 7 379 287 -167

P014 Planning and infrastructure 33 762 15 778 614 581 -164

P015 Economy 106 202 202 236 130 34

P016 Environment 72 80 80 62 -10 -18

P017 Agriculture, Forests and Rural development 298 295 101 396 368 70 -28

P018 Sea 31 36 36 28 -3 -8

5. TOTAL (1+2+3+4) 45 897 48 403 0 0 48 403 47 413 1 516 -990
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ANNEXES 

Table 12 – Debt dynamics (p.p. of GDP) 

 

Source: INE and Bank of Portugal. CFP calculations. | Note: A detailed explanation of the breakdown of the change 

in the debt ratio used in this table can be found in Box 3 of Apontamento do CFP sobre dívida pública. 

Table 13 – Adjustment between accounting approaches 

(% of GDP in the year) 

 

Source: INE. CFP calculations | Note: (*) Timing adjustment. Adjustments with a positive/negative sign 

give rise to a lesser/greater deficit in national accounts than in public accounts. 

2012 2013 2014 2015 2016 2007/11 2012/16

Public debt (% of GDP) 126,2 129,0 130,6 129,0 130,4 42,2 19,0

Change in debt (in p.p. of GDP) 14,8 2,8 1,6 -1,6 1,4 42,2 19,0

Primary deficit 0,8 0,0 2,3 -0,2 -2,2 18,9 0,7

Dynamic effect (snow ball effect) 10,0 3,5 2,8 -0,1 0,5 12,7 16,6

-  interest effect 4,9 4,9 4,9 4,6 4,2 16,3 23,4

- growth effect 5,1 -1,4 -2,1 -4,7 -3,8 -3,6 -6,8

Stock-flow adjustment 4,0 -0,6 -3,5 -1,3 3,1 10,6 1,7

Cumulative change

2015 2016

(1) Balance in Public Accounts -2,8 -2,4

Central Government and Social Security funds -3,0 -2,7

Regional and local Government 0,2 0,3

(2) Adjustments to National Accounting -1,6 0,4

Differences due to General Government Perimeter -0,1 0,0

1,5 1,3

               Taxes and social contributions * 0,1 -0,1

               Differences between interested paid and accrued -0,3 0,0

                Other timing adjustments (of which) 1,8 1,4

Cash Commitments HNS and CPS -0,2 0,0

Accrual to Public Corporation Sector incl. in GG 1,9 1,6

    Capital increase in RPC** included in GG 1,6 1,2

Other Adjustments (of which) -3,0 -0,9

Capital injections -3,0 -1,4

     Capital increase in RPC included in Central Government** -1,6 -1,2

Pension Funds 0,2 0,2

(3) = (1)+(2) National Accounts Balance -4,4 -2,1

Accrual (cash - commitment adjustments)

http://www.cfp.pt/publications/apontamento-sobre-divida-publica/#.VS_3t_nF98E
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Table 14 – Temporary and one-off measures and special factors (% of GDP) 

 
Source: MF, INE. CFP calculations. | Note: The totals do not necessarily match the sum of the GDP percentages due to 

rounding. The figures may be modified if so justified, when new information becomes available. 

 

2010 2011 2012 2013 2014 2015 2016

 Temporary and one-off measures and special factors (impact in the budget balance) -2,6 -0,2 -0,1 0,3 -3,6 -1,3 0,4

Revenue 0,0 0,5 0,3 0,8 0,1 0,4

RERD (2013) / PERES (2016) * 0,8 0,2

VAT 0,1 0,0

Other indirect taxes 0,1 0,0

PIT; CIT 0,4 0,2

IMI; IMT ** 0,0

Social contributions 0,1 0,0

Prepaid margins partial reimbursement 0,2

Taxes on repatriation of capitals 0,0 0,2

Surcharge on PIT 0,5 0,1

Contribution to the Single Resolution Fund 0,1

Expenditure 1,3 0,3 0,3 0,4 3,6 1,4 0,0

Capital transfers (Banking sector) 1,3 0,3 0,5 0,4 2,9 1,4

Novo Banco recapitalization 2,8

BANIF recapitalization 0,4 1,3

BANIF recapitalization (OITANTE assets acquisition) 0,1

BPP recapitalization 0,3

BPN recapitalization 1,0 0,3 0,1 0,1

CGD 0,4

Debt assumptions 0,7

Proceeds from concessions -0,1 0,0 -0,2

One-off payments to the EU Budget 0,1 0,1 0,0

F-16 aircrafts delivery to Romania -0,1

Special factors (expenditure) 1,4 0,3

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
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LIST OF ABBREVIATIONS 
 

Abbreviations Meaning 

ACSS Administração Central do Sistema de Saúde 

(Health System Central Authority) 

AdC Agência para o Desenvolvimento e Coesão (Cohesion and Development Agency) 

Banif Banco Internacional do Funchal 

BoP Bank of Portugal 

Carris Companhia Carris de Ferro de Lisboa, S.A. 

CFP Portuguese Public Finance Council 

CG Central Government 

CGA Civil Servants Pension Agency 

CIT Corporate Income Tax 

DGAEP Direção-Geral da Administração e do Emprego Público 

(Directorate-General for Public Employment and Administration) 

DBP Draft Budget Proposal 

DGO  Direção-Geral do Orçamento 

(Directorate-General for Budget) 

DSB Draft State Budget 

EC European Commission 

ECB European Central Bank 

EDP Excessive Deficit Procedure 

EFAP Economic and Financial Assistance Programme 

EFSF European Financial Stability Facility 

ESC Extraordinary Solidarity Contribution 

EU European Union 

FEADER Fundo Europeu Agrícola de Desenvolvimento Rural 

(European Agricultural Fund for Rural Development) 

FEAGA Fundo Europeu de Garantia Agrícola 

(European Agricultural Guarantee Fund) 

GDP Gross Domestic Product 

GFCF Gross Fixed Capital Formation 

GG General government 

IAPMEI Agência para a Competitividade e Inovação, I.P. 

(Institute of Support to Small and Medium Enterprises and Innovation) 

IFAP Instituto de Financiamento da Agricultura e Pescas, I.P. 

Portuguese Paying Agency for Agriculture and Rural Development 

IGCP Agência de Gestão da Tesouraria e da Dívida Pública 

(Public Debt Management Agency) 

IGFSS Instituto de Gestão Financeira da Segurança Social 

(Social Security Financial Management Institute) 

IMF International Monetary Fund 

IMI Municipal Property Tax 

IMT Municipal Property Transfer Tax 

INE Statistics Portugal (Portuguese Statistical Authority) 

ISP Tax on Petroleum and Energy Products 

ISV Tax on Vehicles 

IT Tax on Tobacco 

LG Local Government 

M€ Million euros 

MBPF Multi-annual Budgetary Planning Framework 

MF Ministry of Finance 

MISI Minimum Income for Social Inclusion 

MTN Medium Term Notes 
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Abbreviations Meaning 

MTO Medium-Term Objective 

NHS National Health Service 

OECD Organisation for Economic Co-operation and Development 

OT Obrigações do Tesouro 

(Treasury Bonds) 

p.p. Percentage points 

PGB Portuguese Government Bonds 

PIT Personal Income Tax 

PPP Public-Private Partnerships 

PSPP Public Sector Purchase Programme 

RAA Autonomous Region of Azores 

RAM Autonomous Region of Madeira 

RERD Regime Excecional de Regularização de Dívidas Fiscais e à Segurança Social 

(Exceptional Scheme for Settling Tax and Social Security Debts) 

RLG Regional and Local Government 

RPC Reclassified Public Corporations 

SB State Budget 

SMP Securities Markets Programme 

SP Stability Program 

SSE Solidarity Supplement for the Elderly 

SSF Single Settlement Fund 

SSF Social Security Funds 

SSFL Social Security Framework Law 

STCP Sociedade de Transportes Coletivos do Porto, SA 

TA Tax Authority 

TAAB Tax on Alcohol and Alcoholic Beverages 

VAT Value Added Tax 

 

MAIN SOURCES OF STATISTICAL INFORMATION 

Bank of Portugal (2017 a), Statistical Bulletin – April 2017 

Bank of Portugal (2017 b), BPstat | Statistics online 

DGAEP (2017), Statistical summary of public employment - 4th quarter of 2016 

DGO (2017), Summary of monthly outturn – January 2017 

IGCP (2017), Statistics online 

INE (2017 a), Quarterly national accounts by institutional sector, 4th quarter of 2016 

INE (2017 b), Excessive Deficit Procedure (1st Notification 2017) 
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