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List of abbreviations 

Abbreviation Meaning 

ADM Military Health Insurance System 
ADSE Civil Servants Insurance System 

ANA ANA - Aeroportos de Portugal, S.A. (Portuguese company responsible 
for  the management of airports in Portugal) 

ASF Autonomous Services and Funds 
BANIF BANIF - Banco Internacional do Funchal (Portuguese Bank) 
BFL Budgetary Framework Law 
BoP Bank of Portugal 
CFP Portuguese Public Finance Council 
CGA Civil Servant Pension System 
CGD Caixa Geral de Depósitos (Portuguese Public Bank) 
CIT Corporate Income Tax 
CPI Consumer Prices Index 
DGO Budget General Directorate  
EDP Excess Deficit Procedure 
EFAP Economic and Financial Assistance Program 
EGE General State Charges 
ESA European System of National and Regional Accounts 
ESF European Social Fund 
ESSEC Extraordinary Social Support to Energy Consumers 
EU European Union 
FSD Fiscal Strategy Document 
GDP Gross Domestic Product 
GFCF Gross Fixed Capital Formation 
GPEARI Office for Economic Policy and International Affairs 
HICP Harmonised Index of Consumer Prices 
IEFP Employment and Vocational Training Institute 
IGFSS Social Security Financial Management Institute  
INE Statistics Portugal (Portuguese statistical authority) 
LESP Local Economy Support Program 
M€ Million euros 
MAI Ministry of Internal Security 
MAMAOT Ministry of Agriculture, Sea, Environment and Land Planning 
MBPF Multi-annual Budgetary Programming Framework 
MDN Ministry of National Defence 
ME Ministry of Education 
MEE Ministry of Economy and Employment 

iv | Analysis of the Amendment to the State Budget for 2013  Portuguese Public Finance Council 



MF Ministry of Finance 
MJ Ministry of Justice 
MNE Ministry of Foreign Affairs 
MS Ministry of Health 
MSSS Ministry of Solidarity and Social Security 
MVT Motor Vehicle Tax 
NHS National Health Service 
NSRF  National Strategic Reference Framework  
OECD Organisation for Economic Cooperation and Development  
p.p. Percentage points 
PCM Presidency of the Council of Ministers 
PIT Personal Income Tax 
PPP Public-Private Partnerships 

REFER Rede Ferroviária Nacional – REFER, E.P.E. (Public company responsible 
for managing infrastructure of the National Railway Network) 

RPE Reclassified Public Entities 
SAD Police Force Health Insurance System 
SB State Budget 
SBA State Budget Amendment 
SD Stamp Duty 
SEP Social Emergency Program 
SF Special Factors 
SRT  Single Road Tax 
SSFL Social Security Framework Law 
TAAB Tax on Alcohol and Alcoholic Beverages 
TM Temporary Measures 
TOP Tax on Oil Products 
TT Tobacco Taxation 
VAT Value Added Tax 

 

  

Portuguese Public Finance Council   Analysis of the Amendment to the State Budget for 2013 | v 



Contents 

OVERALL ASSESSMENT ...............................................................................................VIII 

1 INTRODUCTION ....................................................................................................... 1 

2 MACROECONOMIC SCENARIO ............................................................................... 2 

3 PUBLIC ACCOUNTS ANALYSIS ............................................................................... 5 

3.1 CHANGES TO THE BUDGET TABLES .......................................................................................................... 5 
3.2 ESTIMATE FOR 2013 .............................................................................................................................. 12 

4 MULTIANNUAL BUDGETARY PROGRAMMING FRAMEWORK ......................... 15 

5 NATIONAL ACCOUNTS ANALYSIS ....................................................................... 17 

5.1 ANALYSIS OF BUDGET AGGREGATES ..................................................................................................... 17 
5.2 FISCAL CONSOLIDATION MEASURES IN 2013 ..................................................................................... 18 

vi | Analysis of the Amendment to the State Budget for 2013  Portuguese Public Finance Council 



Charts 

Chart 1 – Factors that explain the increase in the State’s direct overall net indebtedness ....... 5 

Chart 2 – Main contributions to the estimated change in spending and revenue (in p.p.) .... 14 

Chart 3 – Change to the central government expenditure ceiling financed by general revenue 
from the SB/2013 to the proposed SBA/2013 ......................................................................................... 16 

Chart 4 – Change in budget balance from 2012 to 2013 .................................................................... 19 

 

Tables 

Table 1 – Macroeconomic scenario for 2013 ............................................................................................... 2 

Table 2 – State tax revenue................................................................................................................................. 6 

Table 3 – State subsector: impact of the SB/2013 Amendment ........................................................... 7 

Table 4 – ASF Subsector: impact of the SB/2013 Amendment ............................................................. 9 

Table 5 – Social Security Subsector: impact of the SB/2013 Amendment .................................... 10 

Table 6 – General government account ...................................................................................................... 12 

Table 7 – Update of expenditure ceiling covered by general revenue in 2013 ........................... 15 

Table 8 – General government account ...................................................................................................... 21 

 
  

Portuguese Public Finance Council   Analysis of the Amendment to the State Budget for 2013 | vii 



OVERALL ASSESSMENT 

Amendments to SB/2013 

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

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

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

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

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

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

Amendments versus FSD 2013-17 

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

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

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

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

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

The assessment made in this report is based on the tables and the wording of Law no. 
151/XII/2.ª which introduces the 1st amendment to Law no. 66-B/2012 of 31st December 
(State Budget for 2013), as well as the respective report. The aim is to examine the fiscal 
impact on the general government account as a result of the changes introduced in 
expenditure appropriations and the corrections made to the revenue forecasts in the budget 
tables, as well as their impact on the limit of the State’s direct overall net indebtedness.  

This analysis is essential as it concerns amendments that can only be undertaken by an Act 
of the Portuguese Parliament, and because the figures included in the budget tables are the 
basis for calculating the estimates for the general government accounts, in public accounting 
and in national accounts, and thus reveal how the binding targets set in the Economic and 
Financial Assistance Program and the Excessive Deficit Procedure are to be met.  

This report used additional quantitative information provided, on request, by the Ministry of 
Finance (DGO). However, the explanations required from that Directorate-General were not 
answered, and the information requested to the Social Security Financial Management 
Institute concerning the social security subsector was not provided to this council.  
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2 MACROECONOMIC SCENARIO 

The SBA/2013 report recognises that the revision of the macroeconomic outlook was 
one of the main reasons for the SB/2013 amendment. The macroeconomic scenario 
underlying the proposed amendment to the SB/2013 is the same scenario recently presented 
in the FSD/2013, which reflects a downward revision of the estimated change in GDP (-1.3 
p.p.) and an upward change in the forecast rate of unemployment (+1.8 p.p.), as compared 
to the forecasts of last October in the SB/2013. However, it must be stated that in the 
SBA/2013 report the set of measures to be carried out this year is not fully described nor 
quantified. Given that the scenario taken into account in the SBA/2013 and the FSD/2013 is 
the same, the detailed analysis of the macroeconomic scenario will not be carried out in the 
present report but it can be consulted in Report no. 3/2013 - Analysis of Fiscal Strategy 
Document 2013-2017. Therefore the risks highlighted in that report remain valid, in particular 
those risks associated with the recovery of domestic demand and the estimated price effect 
(deflator) on the nominal value of GDP. 

Table 1 – Macroeconomic scenario for 2013 

 
Source: Ministry of Finance, Bank of Portugal and OECD. | Notes: the projections in the SBA/2013 
and the FSD/2013 are the same and are in line with the latest European Commission forecasts; 
none of the above forecasts take into account the effect of the recently announced financial and 
tax initiatives. 

Recent projections point to a steeper decline in economic activity than expected in 
SBA/2013. According to the OECD forecasts for Portugal, published in the May issue of 
Economic Outlook, the economy should shrink by 2.7% this year, a fall by an additional 0.4 
p.p. on the Ministry of Finance estimate. This less favourable outlook stems from a more 
negative contribution of domestic demand.6 The OECD points to a drop in private 

6 The OECD estimates that net exports will make a similar contribution to that predicted by the Ministry of Finance 
(1.8 p.p.). However, it indicates greater growth in exports and a less significant fall in imports.  Note that the OECD 
estimates that the economic activity in the Euro area (the main destination for Portuguese exports) will shrink by 
0.6% this year, twice the decline forecasted in the FSD/2013 and also in the SBA/2013, since the scenario is identical 
in both documents. 

SBA/2013 SB/2013 BoP OECD
apr-13 oct-12 mar/13 may-13

Real GDP (rate of change, %) -2.3 -1.0 -2.3 -2.7 -1.3 0.0 0.4
Private consumption -3.2 -2.2 -3.8 -4.0 -1.0 0.6 0.8
Public consumption -4.2 -3.5 -2.4 -3.9 -0.7 -1.8 -0.3
Investment (GFCF) -7.6 -4.2 -7.1 -10.6 -3.4 -0.5 3.0
Exports 0.8 3.6 2.2 1.4 -2.8 -1.4 -0.6
Imports -3.9 -1.4 -2.9 -3.1 -2.5 -1.0 -0.8

Contribution tochange in GDP
Domestic Demand (p.p.) -4.1 -2.9 -4.2 -4.5 -1.2 0.1 0.4
Net Exports (p.p.) 1.8 1.9 1.9 1.8 -0.1 -0.1 0.0

Prices and Unemployment
Inflation rate 0.7 0.9 0.7 0.0 -0.2 0.0 0.7
GDP deflator 1.8 1.3 : -0.4 0.5 : 2.2
Unemployment rate 18.2 16.4 : 18.2 1.8 : 0.0

2013 Difference versus

SB/2013 BoP OECD
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consumption of 4%, similar to the Bank of Portugal’s estimate (-3.8%)7 but higher than the 
Ministry of Finance’s estimate (-3.2%). On the other hand, the OECD foresees a slump in 
investment (-10.6%) which is 3 p.p. greater than the Ministry of Finance estimates (-7.6%).8 
Note that the macroeconomic scenario considered in SBA/2013 and by the OECD does not 
take into account the effect of the recently announced financial and tax initiatives.  

The GDP deflator estimate conceals non-negligible risks and may once again prove to 
be excessive. The macroeconomic scenario in the SBA/2013 implies that the economy will 
shrink by 0.5% in nominal terms.9 The change in nominal GDP is a result of the change in the 
volume of business (real growth in traded quantities) and the effect of the change in (implicit) 
prices, measured by the GDP deflator. Whilst complex, the forecasting of the GDP deflator 
and of the various expenditure items is of great importance to budget projections, 
considering that, on one hand, the main public finance ratios (deficit and public debt) are 
expressed as a percentage of nominal GDP and, on the other hand, that tax and social 
contribution revenues are calculated on the basis of those nominal values. The Ministry of 
Finance expects a rise in the GDP deflator (from -0.1% in 2012 to 1.8% in 2013), while the 
latest OECD projections suggest further shrinkage this year (-0.4%). Note that the GDP 
deflator forecast was revised upward from 1.3% in SB/2013 to 1.8% in SBA/2013, as a result 
of the payment of salary bonuses that had originally been suspended. According to the 
Ministry of Finance the inclusion of this item would justify a significant rise in the public 
consumption deflator (from -7.7% in 2012 to +6.7% in 2013). Taking into account the 
inclusion of this item and the fact that the data for the 1st quarter of 2013 showed a slight 
increase in the year-on-year change in the GDP deflator (from 0.3% in the 4th quarter of 2012 
to 0.5% in the 1st quarter of 2013), it is reasonable to assume that the GDP deflator will not 
be negative again this year. However, there is a risk that the forecasted change (1.8%) may 
prove to be excessive.10 In fact, the events witnessed in 2012 (the original forecast indicated 
the GDP deflator would be 1.7% but it proved to be negative: -0.1%) recommend greater 
prudence in this estimate.  

Given that a decline was recorded in GDP in the 1st quarter of 2013, output growth in 
the subsequent quarters will be crucial to achieve the official forecasted figure for the 
current year (-2.3%) . According to the volume figures for the 1st quarter of 2013, GDP 
recorded a decline of 4% in year-on-year terms and of 0.4% in quarter-over-quarter terms.11 
Therefore, even assuming a quarter-over-quarter volume change of zero in the next quarters, 
the economy would shrink by 2.4% this year, which represents a greater fall than that 
predicted by the Ministry of Finance (-2.3%). However this can be considered an optimistic 

7 Bank of Portugal Economic Bulletin – spring 2013. 
8 According to the INE the fall in GFCF by volume increased, going from -12.8% in the 4th quarter of 2012 to  
-16.8% in the 1st quarter of 2013, due in the main to the building sector. 
9 Considering that nominal GDP in 2012 was revised downward by INE by around 162.4 M€ in the publication of 
the “Quarterly National Accounts – 1st quarter of 2013”.This revision means that last year’s public debt stood at 
123.7% of GDP and not 123.6%, although the budget deficit ratio remained at 6.4% of GDP. 
10 The last time the GDP deflator recorded a year-on-year change similar to that forecast in SBA/2013 was May 
2008 (1.6%). Note that the Ministry of Finance expects a change in the GDP deflator (rising from  
-0.1% in 2012 to 1.8% in 2013) opposite to the one in the Consumer Price Index (down from 2.8% to 0.7%), which 
could result from the elimination of the effect of the VAT rate rationalisation measure introduced in SB/2012. 
11 The figures published by INE show a slowdown in quarter-over-quarter rate of change, since in the 4th quarter of 
2012 the change was -1.8%. 
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assumption given the recent European Commission forecasts. Whilst the European 
Commission also foresees a 2.3% drop in GDP in 2013, they expect a fall over the next 
quarters in volume terms, of 0.2% and 0.1% in the 2nd and 3rd quarters, followed by growth 
of 0.1% in the 4th quarter. Now assuming that these quarterly changes will occur, GDP will 
shrink by 2.6% in 2013, a change in line with the OECD forecast (-2.7%). In the SBA/2013 
report output is expected to grow in the 2nd half of 2013. Thus the 1st quarter figures reinforce 
the importance of returning to growth.  
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3 PUBLIC ACCOUNTS ANALYSIS 

3.1 CHANGES TO THE BUDGET TABLES 

State 
 
The proposed amendment to the SB/2013 raises the State’s direct overall net 
indebtedness by 3,490 M€. According to the SBA/2013, the maximum authorised limit is 
increased from 12,350 M€ approved in SB/2013 (article 131 (1) of Law no. 66-B/2012, of 31st 
December) to 15,840 M€. Of the increase of 3,490 M€, 3,307M€ will be financed by financial 
liabilities (short-term securities) and 178 M€ by the sale of financial assets, especially 
medium- and long-term securities. The raise in the net indebtedness ceiling is a result of the 
upward revision of the State subsector deficit (by 2,163 M€ or 1.3% of GDP) and the increase 
expected in the financial assets expenditure (1,322 M€). Chart 1 shows the main changes to 
the SB. 

Chart 1 – Factors that explain the increase in the State’s direct overall net indebtedness 

 

Source: Ministry of Finance and CFP calculations. | Note: (*) the amount relating to the early settlement of financial 
derivative contracts and other operations is the difference between the increase expected in financial assets expenditure  
in the SBA/2013 (1,322 M€) and the loans granted to local government and to Transtejo, S.A. Assuming that the 
information contained in the report (page 13) describes all the transactions that justify the increase in spending on financial 
assets, the maximum amount attributable  to financial derivative transactions to be undertaken by the State would be 923 
M€.  
 

 

 

Downward revision of tax revenue
direct taxes (- 757 M€)
indirect taxes (-837 M€)

Upward revision of non-tax revenue
(+136 M€) 

to finance the Social Security System 
(500 M€)

for replacement of holiday pay,  under
program contracts with 
EPE Hospitals 

to cover the financing needs of CGA

Municipality loans under the Local Economy Support Programme (280 M€)

Loans to cover the financing needs of Transtejo,SA (119 M €)

Anticipated settlement of transactions in financial derivatives and
other operations (923 M€)*

Metro do Porto,SA
Metropolitano de Lisboa,SA
REFER, and other reclassified public entities

State direct overall
net indebtedness limit  

increase
( + 3490 M€)

Revision of State 
deficit 

( + 2163 M€)

Acquisition of 
financial assets

(+1322 M€)

Correction in 
revenue forecast        

(-1459 M€)

Increase in budget 
expenditure 

appropriations                
(+704 M€)

Portuguese Public Finance Council   Analysis of the Amendment to the State Budget for 2013 | 5 



The upward revision of the State deficit is explained by the downward adjustment in 
the tax revenue forecast and the need to reinforce social security, NHS and CGA 
funding. The SBA/2013 involves a larger State deficit (by 2,163 M€) than initially estimated. 
Such a revision stems from the following factors: 

a) Correction of the effective revenue forecast 

 Tax revenue: was revised down by 1,595 M€ compared to the estimates in the SB/2013. 
Thus following the decrease recorded last year (-6.8%), State tax revenue should increase 
by 6.9% this year,12 rather than by 11.9% as expected in the SB/2013. Compared to the 
original forecast, the Ministry of Finance expects a lower revenue from all taxes, with the 
exception of the Single Road Tax. The SBA/2013 estimates revenue from indirect taxes 
will stabilise, in contrast to the 4.7% rise initially forecasted. Indeed in the SB/2013 the 
implicit increase in VAT revenue was around 4%, but the new Ministry of Finance 
projection points to a drop of 0.6%, resulting from the fall in private consumption. It 
should be noted that revenue from income tax was also revised downwards, despite the 
significant increase that occurred in taxation levels and despite the positive impact of 
restoring the holiday bonuses that had been suspended. Therefore, according to the 
SBA/2013, State tax revenue will total 34,233 M€ this year, which is (126 M€) less than 
the amount received in 2011. 

Table 2 – State tax revenue 

 
Source: Ministry of Finance. | Note: (*) Difference between SBA/2013 and SB/2013; TOP – Tax on oil products; VAT 
– Value Added Tax; MVT – Motor Vehicles Tax; TT – Tobacco Tax; TAAB – Tax on alcohol and alcoholic beverages; 
SD – Stamp Duty; SRT – Single Road Tax. 

- Non-tax revenue: the upward revision of this item (by 136 M€) is mainly due to the increase 
in dividends payable by the Bank of Portugal to the State, which in 2013 should total 
359.2 M€, up by 186 M€ compared to the original forecast in the SB/2013 law, offsetting the 

12 Up to April year-on-year growth in State tax revenue (5.8%) was less than in SBA/2013 for the entire year. However 
that change still does not reflect the positive effect of restoring the holiday bonuses. 

2011 2012 SB/2013 SBA/2013 Difference* Change (%)

Millions of euros 2011/12 2012/SB13 2012/SBA13

Tax revenue 34359 32025 35828 34233 -1595 -6.8 11.9 6.9
Indirect taxes 15047 13625 16556 15799 -757 -9.5 21.5 16.0

PIT 9831 9084 11986 11650 -336 -7.6 31.9 28.2
CIT 5168 4272 4560 4319 -241 -17.3 6.7 1.1
Other 48 268 10 10 0 : -96.2 -96.2

Direct taxes 19312 18401 19272 18434 -838 -4.7 4.7 0.2
TOP 2306 2116 2173 2126 -48 -8.2 2.7 0.5
VAT 13052 12794 13308 12720 -588 -2.0 4.0 -0.6
MVT 627 362 380 351 -29 -42.2 5.0 -3.1
TT 1447 1354 1346 1316 -30 -6.4 -0.5 -2.8
TAAB 173 168 173 168 -5 -2.8 3.0 -0.1
SD 1483 1358 1649 1513 -137 -8.4 21.4 11.4
SRT 174 197 199 199 0 13.7 0.7 0.7
Other 53 52 43 43 0 -1.3 -16.9 -16.9
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fall in revenue expected from the concession of the airport operator (ANA), of approximately 
100 M€.13,14 

b) Increase in effective expenditure appropriations 

The proposed changes to the budget reflect an overall increase of expenditure by 704 M€, 
although partially offset by savings in interest payments and spending on goods and services. 
Almost ¾ of the increase in expenditure is justified by the need to cover the increase in the 
Social Security System deficit (500 M€)15, while the remainder addresses the financial 
requirements of the NHS, to finance programme contracts covering Public hospitals, and of 
the CGA. 16 

Table 3 – State subsector: impact of the SB/2013 Amendment  

 
Source: Ministry of Finance and CFP calculations.  

  

13 Note that the payment received in 2012 as a result of the concession of the airport operator was higher (by 100 
M€) than estimated, so the remaining payment, due in 2013, has been revised down accordingly (from 500 M€ in 
the SB/2013 to 400 M€ in the SBA/2013).  
14 On a smaller scale, there was an upward revision of ADSE contributions which should total 32 M€. 
15 Under the SB/2013 Social Security had already benefited from an extraordinary transfer of 970 M€. 
16 In the case of public hospitals as a result of the restoring of holiday bonuses and in the case of CGA, as a result 
of restoring the 14th month payment to pensioners. 

Million Euros % of GDP Million Euros % of GDP
REVENUE -1 459 -0.9 OTHER REVENUE 3485 2.1

Current Revenue -1 379 -0.8 Financial Assets 178 0.1
Indirect taxes -757 -0.5 Disposal of debt securities 350 0.2
Direct taxes -837 -0.5 Reimbursement of GG short-term loans -16 0.0
Social security, CGA and ADSE contributions 32 0.0 Reimbursement of GG long-term loans 29 0.0
Property income 183 0.1 Oth. Reimbursement of long-term loans -185 -0.1
Other current revenue 1 0.0 0.0

Capital Revenue -79 0.0 Financial Liabilities 3307 2.0
Sale of investment goods 6 0.0 Short-term securities 3702 2.3
Capital transfers 0 0.0 Long-term securities 505 0.3
Other capital revenue -89 -0.1 Long-term loans -900 -0.5
Refunds not deducted from payments 4 0.0 0.0

EXPENDITURE 704 0.4 OTHER EXPENDITURE 1 322 0.8
Current Expenditure 685 0.4 Financial Assets 1 322 0.8

Compensation of Employees 627 0.4 Loans 399 0.2
Purchase of goods and services -52 0.0 Transtejo,SA 119 0.1
Interest -335 -0.2 Local Government 280 0.2
Current transfers 717 0.4 Other 923 0.6

Central Government (of which) 223 0.1 Metro do Porto , SA n.d. n.d.
National Health System 125 0.1 Metropolitano de Lisboa, SA n.d. n.d.

Social Security 500 0.3 REFER, SA n.d. n.d.
Other -5 0.0 Estradas de Portugal, SA n.d. n.d.

Subsidies 0 0.0
Other current expenditure -274 -0.2

Capital Expenditure 20 0.0 Financial Liabilities 0 0.0
Investment -8 0.0
Capital transfers -8 0.0
Other capital expenditure 35 0.0

Overall balance -2 163 -1.3

Amended State Budget Amended State Budget
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The need to provide State financial support to general government bodies will lead to 
an increase in spending on financial assets. The proposed SB/2013 amendment provides 
for an increase in this allocation up to 19,187 M€, a rise of 1,322 M€ comparing to the original 
forecast. Around 70% of that increase is justified by the need for an early settlement of 
financial derivative contracts17 in RPE, in particular in public companies such as  Metropolitano 
de Lisboa, Metro do Porto and REFER.18 The remainder will be used to cover the borrowing 
requirements of the ferry company, Transtejo, (119 M€) and the municipalities covered by 
the LESP (280 M€). 

The proposed budget amendment under analysis does not provide enough detail on 
the purchase of financial assets.19 Unlike the tables that complemented the SB proposal, 
the information in the amendment proposal does not allow for a full scrutiny of the purchase 
of financial assets included in chapter 60 – exceptional expenditures. Because of this 
constraint it is not possible to have a one-by-one knowledge of the financial transactions 
taking place, making it impossible to determine whether any of these financial operations 
may have an impact on the deficit in national accounts.  

The SBA/2013 does not identify possible budgetary risks that can arise from financial 
assets expenditure. The impact in national accounts of the early settlement of financial 
derivative contracts, such as those that justify the expected increase in spending on financial 
assets, is not explained and thus not clear. Although State funding will replace financial 
institution borrowing in order to fulfil the commitments of bodies that fall within the scope 
of the general government, it is currently unknown whether the derivative operations in 
question will be recorded, in whole or in part, as a capital transfer. In addition, within the 
framework of the strengthening of the financial stability of the banking sector, the State 
financial support to BANIF (1,100 M€) provided in the 1st quarter of this year, under the 
provisions of ESA’95, may be recorded as a State capital transfer with a negative impact on 
the national accounts balance, which will be reported to Eurostat under the excessive deficit 
procedure, although it might not be relevant for the purposes of compliance with the EFAP 
limit. 

Autonomous Services and Funds 

The amendments introduced by this Bill are intended to have a positive impact on the 
overall ASF balance. The amendments proposed in the SBA/2013 reflect an increase in 
forecasted revenue of 1,012 M€ and an increase in expenditure of 259 M€. The upward 
revision of CGA social contributions (301 M€), together with the revised figures for transfers 

17 Based on the available information (revised spending allocation for financial assets, up from 17,860 M€ to 
19,182 M€, and subtracting the amounts concerning the loan to Transtejo and to the municipalities under the 
LESP), the CFP estimated that these operations could be worth a maximum of 923 M€. On the closing date this 
report the Secretary of State for the Budget informed the Portuguese Parliament that the allocation for the early 
settlement of the financial derivative contracts would be 898 M€. 
18 On the other hand at the ASF level there is an increase in financial liabilities of 948 M€, due to the increase in 
medium- and long-term loans obtained from the State subsector and other financial liabilities incurred by that 
subsector. This financial support is entirely earmarked for amortization of financial liabilities.    
19 On 3rd June the Portuguese Public Finance Council asked DGO to provide the detailed table on financial assets 
expenditure included in chapter 60 – exceptional expenditures. Neither this information, nor any additional 
explanation was provided up to the closing date of this report. 
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receivable and payable largely explain the 753 M€ improvement in this subsector’s budget 
surplus. Around ⅔ of the rise in this subsector’s revenue is justified by the estimated increase 
in revenue from European funds under the NSRF and State transfers for CGA and the NHS 
financing. On the expenditure side, the increase in the current transfers allocation (654 M€) is 
explained to a large extent by the restoring of the 14th month payment to pensioners 
(520 M€), as well as the re-assignment of IEFP funds from the European Social Fund (ESF) 
which will be transferred to the Social Security System (120 M€), as a means of financing the 
Social Security System.   

Table 4 – ASF Subsector: impact of the SB/2013 Amendment  

 
Source: Ministry of Finance and CFP calculations. 

Social Security 

The estimated balance of this subsector and of its various subsystems remains 
unchanged despite the upward revision in expenditure. In the social security subsector 
revenue and expenditure are revised up to meet the net rise in effective spending which is 
estimated at 336 M€. This revision stems essentially from the 675 M€ increase in spending 
on social transfers and a downward revision of the ESF expected outturn. Revenue and 
expenditure have been revised in all subsystems, although there was no significant change 
in the respective budget balances. The following revisions are of particular note: 

  

Million Euros % of GDP Million Euros % of GDP
REVENUE 1 012 0.6 OTHER REVENUE 936 0.6

Current Revenue 628 0.4 Financial Assets -12 0.0
Indirect taxes 0 0.0 Long-term Securities (State) 25 0.0
Social security, CGA and ADSE contributions 302 0.2 Financial derivatives -37 0.0
Property income 50 0.0
Current transfers 277 0.2

Central Government (of which) 235 0.1
National Health System 125 0.1

Capital Revenue 383 0.2 Financial Liabilities 948 0.6
Capital transfers 383 0.2 Long-term Loans (State) 365 0.2

Foreign 339 0.2 Other Financial l iabil ities  (State) 583 0.4
Other 44 0.0 0.0

EXPENDITURE 259 0.2 OTHER EXPENDITURE 1 045 0.6
Current Expenditure 350 0.2 Financial Assets 68 0.0

Compensation of Employees -45 0.0
Purchase of goods and services 57 0.0
Interest -83 -0.1
Current transfers 654 0.4

Central Government 11 0.0
Social Security 122 0.1
Other 520 0.3

Subsidies -96 -0.1
Other current expenditure -137 -0.1

Capital Expenditure -92 -0.1 Financial Liabilities 977 0.6
Investment -87 -0.1
Capital transfers -4 0.0

Overall balance 753 0.5

Amended State Budget Amended State Budget
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- Solidarity subsystem: there is an upward revision in spending on social transfers by 
76 M€, which is explained by the old age solidarity supplement, social inclusion income 
benefit and the social unemployment benefit. This subsystem’s budget balance remains 
unchanged due to an increase in the State Budget transfer of 50 M€ under the SSFL20 
and the inclusion of a new budget revenue, a transfer from IEFP to finance the rise in 
expenditure of the social unemployment and social inclusion income benefits (26 M€). 

- Pay-as-you-go previdential system: In this system a net increase of 276 M€ in effective 
spending is expected as a result of an increase in spending of 613 M€ on social transfers 
that is mainly explained by unemployment benefits and pensions21. This increase is offset 
by a downward revision in active employment policy transfers (23 M€) and employment 
and vocational training expenditures (325 M€). This system’s budget balance remains 
unchanged compared to the SB/2013 due to an increase in the SB extraordinary transfer 
of 450 M€, to the rise in other current revenue totalling 14.5 M€, and to an increase in 
the budget balance of vocational training programs. It should be noted that without the 
SB extraordinary transfer the pay-as-you-go previdential systems balance would be 
– 1,335.9 M€ and -1,787.3 M€ in the SB/2013 and in the SBA/2013, respectively.  

Table 5 – Social Security Subsector: impact of the SB/2013 Amendment  

 
Source: IGFSS, Ministry of Finance and CFP calculations. 

20 Social Security Framework Law. 
21 The increase in the pension’s allocation is partly explained by the need to restore the 14th month payment, 
following the Constitutional Court decision. 

2012 (M€) Change
Provisional  

Outturn
SB/2013 Amended 

Budget
SB/2013 Prov. Outturn 

2012
2012/SBA 2013

Revenue 24 180 25 065 25 400 336 1 220 5.0%
Current Revenue 24 174 25 040 25 376 336 1 201 5.0%

Social VAT and SEP & ESSEC 892 976 976 0 84 9.4%
Social contributions 13 074 13 202 13 108 -94 34 0.3%
State budget transfers (SSFL) 6 280 6 232 6 281 50 1 0.0%
State budget extraordinary transfer 857 970 1 420 450 563 65.8%
State budget transfer for national counterpart 202 167 167 0 -34 -17.1%
State budget transfer for banking scheme 516 503 503 0 -13 -2.6%
Current transfers - other entities 426 185 185 0 -241 -56.5%
Transfers from IEFP/ESF 0 0 120 120 120
Transfers from ESF 1 176 1 758 1 568 -190 391 33.3%
Other current revenues 751 1 048 1 048 0 296 39.4%

Capital Revenue 6 25 24 0 18 310.4%
Expenditure 23 767 25 061 25 397 336 1 630 6.9%

Current Expenditure 23 737 25 021 25 350 329 1 613 6.8%
Pensions 14 945 15 448 15 817 369 872 5.8%
Unemployment benefit and employment transfer 2 593 2 691 2 961 270 368 14.2%
Sicknesse benefit 414 414 411 -4 -4 -0.9%
Family allowances 664 678 660 -18 -4 -0.5%
Social inclusion income 388 304 313 9 -75 -19.2%
Old age solidary supplment 272 243 253 10 -19 -7.1%
Other benefits 804 680 716 36 -88 -11.0%
Social assistance 1 542 1 687 1 689 1 147 9.5%
Administration costs 284 307 305 -1 22 7.6%
Oter current expenditures 593 579 560 -20 -33 -5.5%
of which:

Transfers and subsidies 592 579 560 -20 -32 -5.4%
Vocational training 1 240 1 990 1 665 -325 426 34.3%
of which:

Financed by ESF 1 083 1 796 1 471 -325 388 35.8%
Capital Expenditure 30 41 47 6 17 55.9%

Balance 413 3 3 0 -410 -99.2%

2013 (M €) SBA/2013 versus
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The revision of the macroeconomic scenario led to an upward revision of expenditure 
on unemployment benefits and a fall in revenue from social contributions. In 2013, 
besides the effects of the downfall in economic activity on employment and the wage bill, 
the social contributions revenue forecast reflects the impact of measures that are redesigned 
in the SBA/2013, in particular the unemployment and sickness benefit contributions, as well 
as the impact of the extraordinary solidarity contribution. Given the deterioration estimated 
by the Government in the labour market – a fall by -3.9% in employment and an 
unemployment rate of 18.2% - revenue from social contributions has been revised 
downwards (94 M€), and spending on unemployment benefits is expected to continue to 
grow significantly, which explains the increase in this item’s allocation of 270 M€.  
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3.2 ESTIMATE FOR 2013 

The budget balance set in the SBA/2013 to meet the goals of the EFAP is more 
demanding than the limit set for this year. According to the SBA/2013 report, the public 
accounting budget deficit limit, adjusted for EFAP purposes, is 8,900 M€ (5.4% of GDP) in 
2013. However, the budget balance relevant for that purpose which is implicit in SBA/2013 is 
-8,702 M€ (5.3% of GDP) in 2013, lower (by around 200 M€) than the goal set in the referred 
program.22 

Table 6 – General government account 

 
Source: Ministry of Finance. CFP calculations. | Notes: (*) Difference between SBA/2013 and SB/2013; (**) In 2012 the 
provisional figure reported in the Budgetary Outturn Developments of January/2013 was used. 

 
From the public accounting standpoint, the general government budget deficit was 
significantly revised upwards, due mainly to the settlement of arrears. On a cash basis 
(receipts and payments), the goal for the general government budget deficit was revised 
upwards by 2.4 p.p. of GDP compared to the forecast in the SB/2013. In fact the Ministry of 

22 For the purposes of computing the balance in line with the EFAP criteria certain operations are excluded, such as 
those relating to the settling of arrears of local and regional government and of the Health sector, the incorporation 
into the Civil Servant Pension System of pension funds from the Agriculture and Fisheries Financing Institute, as 
well as operations covering certain guarantees, loans and capital allocations. 

2012
Provisional 

Outturn
SB SBA Difference* 2012/SB13 2012/SBA13

Current revenue 65 275 71 383 71 188 -196 9.4 9.1
Tax revenue 37 534 41 171 39 609 -1 562 9.7 5.5

Direct taxes 16 438 19 737 18 999 -738 20.1 15.6
Indirect taxes 21 097 21 434 20 610 -824 1.6 -2.3
Social contributions 16 869 18 242 18 481 240 8.1 9.6
 Other current revenue 10 871 11 970 13 098 1 127 10.1 20.5

Current expenditure 73 873 76 380 79 247 2 867 3.4 7.3
Compensation of employees 14 528 15 740 15 982 242 8.3 10.0
Purchase goods & services & other current expend. 15 176 14 847 15 712 865 -2.2 3.5

of which: Purchase of goods and services** 13 750 13 149 13 995 846 -4.4 1.8
Subsidies 2 216 2 026 2 696 671 -8.6 21.7
Interest paid 8 189 8 630 8 572 -58 5.4 4.7
Current transfers 33 764 35 138 36 284 1 147 4.1 7.5

Current balance -8 598 -4 997 -8 059 -3 062

Capital revenue 7 070 3 209 3 681 471 -54.6 -47.9

Capital expenditure 5 531 5 542 6 759 1 216 0.2 22.2
Investment 4 378 4 310 5 616 1 306 -1.5 28.3
Capital transfers 1 042 1 115 985 -130 7.0 -5.5
 Other capital expenditure 111 118 157 40 5.6 41.0

Capital balance 1 538 -2 333 -3 078 -745

Revenue 72 345 74 592 74 868 276 3.1 3.5
Expenditure 79 404 81 923 86 006 4 083 3.2 8.3

General government balance -7 060 -7 330 -11 138 -3 808
in % of GDP -4.3 -4.4 -6.8 -2.4

Current primary expenditure 65 683 67 751 70 675 2 924 3.1 7.6
Current primary balance -409 3 633 513 -3 120
Primary expenditure 71 215 73 293 77 434 4 141 2.9 8.7
Primary balance 1 130 1 299 -2 565 -3 695

2013 Annual change

Million euros %
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Finance expects the overall balance to worsen by 3,808 M€, as a result of a poorer outlook 
for the current budget balance (-3,062 M€)23 and the capital budget balance (-745 M€). This 
reflects a significantly higher level of effective expenditure which according to the SBA/2013 
should increase by 8.3% compared to the previous year, rather than by 3.2% as originally 
forecasted. This is due to the fact that the SBA/2013 provides for the settlement of arrears at 
the local government (1,000 M€) and regional government level (1,100 M€) and in the Health 
sector (the SBA/2013 report does not state the amount in question).24 In the case of local 
government, the settlement will have an impact on the investment budget item, and its 
contribution to the year-on-year increase in effective general government expenditure will 
increase to 1.6 p.p. instead of -0.1 p.p. Compared to the SB/2013, there will also be a rise in 
current transfers due to pension payments and social transfers.25  

Despite re-establishing the payment of holiday bonuses, the upward revision in general 
government compensation of employees was not very significant. Notwithstanding the 
aforesaid restoring, the allocation for compensation of employees was revised upwards by 
just 242 M€, on a public accounting basis. In order to assess the reasonableness of this 
revision the Portuguese Public Finance Council asked the Ministry of Finance for the figures 
of the impact on general government compensation of employees of the following factors: i) 
restoring of holiday bonuses; ii) implementation of the measures in the framework of the 
State reform; iii) use of the budget reserves; iv) the retaining of 2.5% of the original allocations 
for fixed and permanent salaries of central government departments and bodies. However, 
no reply was received up to date.  

The effect on compensation of employees of the restoring of holiday bonuses should 
be offset by the use of the budget reserve and the introduction of an additional 
retention on fixed and permanent salaries. 26 The budget reserve is a provision designed 
to cover budget outturn risks.27 According to the SBA/2013 report, the restoring of holiday 
bonuses and other payments equivalent to the 14th month will require the use of this reserve 
(which totals 430 M€), which is why the provision of the budget law calling for this retention 

23 Mainly because of an increase in current primary expenditure (up 2,924 M€), which reflects a change that goes 
from 3.1 in the SB/2013 to 7.6% in the SBA/2013. 
24 Note that following the approval of the 2nd Amendment to the SB/2012 an additional sum (432 M€) was 
transferred from the SB to the Health System Central Administration in order to settle arrears. As this amount was 
not actually spent last year it is assumed that it will be included in the settling of Health sector debts referred to in 
the SBA/2013 report. 
25 Note that expenditures on “interest and other charges” was revised down by just 58 M€, because the savings 
which resulted from the reduction in State interest charges concerning the loans under the EFAP and from the 
increase in interest receivable should be largely absorbed by the increase in interest payable by regional and local 
government (presumably in the context of the settlement of arrears). 
26 The SBA/2013 report does not specify the impact of the restoring of bonuses on staff costs, and only refers an 
“impact of 1,274 M€ on central governing spending, distributed between staff costs and Civil Servant Pension 
System costs”. Information provided by GPEARI last October in regard to the analysis of SB/2013 suggested that 
the restoring of the Christmas bonus to civil servants would have an impact of 821 M€ on staff costs. However, this 
figure may require updating. 
27 That provision corresponds to 2.5% of total budget funds for central government departments and bodies, with 
the exception of those belonging to the NHS or to Higher Education. Note also that there is a provisional allocation 
(540 M€) that is included in the “other current expenditure” account and which may be used to shore up other 
items of expenditure, if unforeseeable, exceptional situations arise. Historically that allocation has been used mainly 
to cover staff costs. 
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will be revoked. Note that the non-retention will not impact on the general government 
account, since the budget reserve was not considered a saving in the SB/2013, and was 
recorded as compensation of employees.28 In addition the Bill amending the SB/2013 
introduced a 2.5% retention on the original allocations for fixed and permanent salaries of 
central government departments and bodies (around 230 M€, according to CFP calculations). 
Retaining part of the budget allocated to such a rigid expenditure item as compensation of 
employees brings non-negligible risks to fiscal outturns. Assuming that there has not been 
an over allocation of compensation of employees, the effectiveness of this new retention may 
depend on a higher number of retirements than originally foreseen and on the 
implementation of other measures, such as the requalification of civil servants (which will 
involve a lower salary as soon as these workers become covered by this system) and an 
increase in normal working hours (hence reducing overtime payments). 

Chart 2 – Main contributions to the estimated change in expenditure and revenue (in p.p.) 

Revenue Expenditure 

 

 

Source: Ministry of Finance. CFP calculations. | Note: “Other current revenue” does not include social security, CGA and 
ADSE social contributions. 

In the SBA/2013 effective revenue is estimated to be higher than in the SB/2013. 
Despite the sharp downward revision of tax revenue (its contribution to the forecast increase 
in effective revenue fell from 5 p.p. in SB/2013 to 2.9 p.p.), the SBA/2013 implies a year-on-
year growth in effective revenue (3.5%) greater than in the SB/2013 (3.1%). This is because 
the “other current revenue” is expected to make a greater contribution – as a result of the 
expected increase in social contributions (given the restoration of holiday bonuses) and 
dividends – and the contribution of capital revenue is expected to be less negative, due to 
the increase in EU grants under the NSRF.29  

28 Actually, when drawing up the SB/2013 that sum was re-assigned to “Other current expenditure” to cover staff 
costs. 
29 Note that the negative contribution of capital revenue to the change in effective revenue is due to the receipt of 
the remaining transfer of the banking sector pension fund in 2012. 
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4 MULTIANNUAL BUDGETARY PROGRAMMING FRAMEWORK  

Table 7 – Update of expenditure ceiling covered by general revenue in 2013 

 
Source: Ministry of Finance. CFP calculations. 

The SBA/2013 Bill alters, for the second time, the maximum expenditure ceiling 
financed by general revenue for 2013 under the multiannual budgetary programming 
framework (MBPF). Compared to the limit approved in July 2012, the new limit is 2,985 
M€ (or 6.8%) higher. Law no. 28/2012 of 31st July approved the first MBPF with a binding 
expenditure ceiling, under which the sums for 2014 to 2016 were indicative figures and the 
2013 figures were to be effective. However, the SBA/2013 Bill provides for a 2nd amendment 
to the original ceiling set in Law no. 28/2012, revising it upwards. The major contribution to 
this amendment comes from the solidarity and social security program (2,684 M€), which is 
explained by the restoring of the holiday and Christmas bonuses to civil servants and the 14th 
month payment to pensioners, by the inclusion in the transfer under the Social Security 
Framework Law of the funding for the SEP, the ESSEC and the social transfers of the family 
protection subsystem (725 M€) and also the extraordinary transfer to finance the social 
security system (970 M€). 

The adjustment to the MBPF only revises the 2013 ceiling, which indicates the need for 
additional spending restraints in subsequent years. In the SBA/2013 Bill the maximum 
ceiling on expenditure financed by general revenue in 2013 has been raised, but the limits 
for subsequent years have remained unchanged. This means that a greater effort will have to 
be made to cut spending in subsequent years (by 2,922 M€, 1,852 M€ and 293 M€, in 2014, 
2015 and 2016, respectively). 

∆ abs ∆ p.p. GDP ∆ abs ∆ p.p. GDP

P001 - Sovereign bodies EGE 2 824                2 868      2 871      3 0,0 47 0,1
P002 - Governance & Culture PCM 221                   222         222         0 0,0 1 0,0
P005 - Foreign Representation MNE 312                   319         319         0 0,0 7 0,0
P008 - Justice MJ 646                   679         721         42 0,0 75 0,1

Subtotal 4 003                4 087      4 133      46 0,1 130 0,2

P006 - Defence MDN 1 778                1 843      1 842      -1 0,0 64 0,1

P007 - Internal Security MAI 1 725                1 827      1 827      0 0,0 102 0,1
Subtotal 3 503                3 669      3 669      0 0,0 166 0,2

P011 - Health MS 7 546                7 841      7 913      72 0,1 367 0,4

ME 5 077                5 232      5 475      243 0,2 398 0,4

P013 - Science & Higher Education ME 1 208                1 305      1 367      62 0,0 159 0,1
P014 - Solidarity & Social Security MSSS 6 683                8 871      9 367      496 0,4 2 684 1,8

Subtotal 20 514             23 249   24 122    873 0,7 3 608 2,7
P003 - Finance & Public Administration MF 7 485                6 874      7 166      292 0,2 -319 0,0
P004 - Public Debt Management MF 7 551                7 276      6 941      -335 -0,1 -610 -0,2
P009 - Economy & Employment MEE 165                   160         160         0 0,0 -5 0,0
P010 - Agriculture, Sea & Environment MAMAOT 407                   422         422         0 0,0 15 0,0

Subtotal 15 608             14 732   14 689    -43 0,1 -919 -0,2
43 628             45 737   46 613    876 0,9 2 985 2,8

25,5                  27,4        28,3        
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Chart 3 – Change to the central government expenditure ceiling financed by general revenue from 
the SB/2013 to the proposed SBA/2013 

 
Source: Ministry of Finance. CFP calculations. 

The new expenditure ceiling provides for an increase of 876 M€ compared to the 
SB/2013, as showed by the variations in chart 3. The social program, that includes programs 
11 to 14, mainly explains that revision (+873 M€), in particular the solidarity and social security 
program (+496 M€), due to  the increase in the SB extraordinary transfer to the Social Security 
System and because of the 14th month payment recovered by pensioners. Compared to the 
SB/2013 the only program that shows a significant decrease is the public debt management 
program (-335 M€), which is explained by the downward revision of interest charges payable 
on EFAP loans. 

16 | Analysis of the Amendment to the State Budget for 2013  Portuguese Public Finance Council 



5 NATIONAL ACCOUNTS ANALYSIS 

5.1 ANALYSIS OF BUDGET AGGREGATES  

The document under analysis makes no reference to the size of the public debt or its 
ratio to output. This omission is even more critical since public debt sustainability is a FSD 
priority and considering that the debt ratio has worsened, standing at 127.3% of GDP in the 
1st quarter of 2013,30 i.e. up by 3.7 p.p. on the 2012 figure. In addition, other recent 
publications identify differences, in terms of both the 2012 debt ratio and the estimate for 
2013. According to data published in early June by the Ministry of Finance, the estimated 
debt ratio for 2013 is revised up by 0.7 p.p. of GDP, from 122.3% of GDP to 123% of GDP. On 
the other hand the figures published by INE show nominal GDP for 2012 has been revised 
down from 165.4 billion € to 165.2 billion €, leading to an upward revision of the public debt 
ratio of 0.1 p.p. of GDP31.  

Some risks resulting from possible reclassifications in the national accounts may not 
have been properly accounted for. Unlike the SB/2013 report showed, the current proposal 
does not recognise the budget risk for the general government account regarding the early 
repayment of financial risk management instruments that have been purchased by some 
state companies included in the general government accounts.32 On the other hand, the 
BANIF recapitalisation operation involves a number of operations33 that may not take place, 
and provisions have not been made for the risk of this operation being reclassified in national 
accounts, nor has it been mentioned in the SBA/2013 Bill. 

The budget deficit is revised up by around 1,485 M€ compared to the SB/2013. This 
change is explained to a large extent by a rise in spending of 1,838 M€, mainly explained by 
social transfers (917 M€) and other current expenditures (821 M€). However this revision is 
partly offset by a 353 M€ increase in revenue. The upward revision of capital revenue 
(1,090 M€) and sales and other current revenues (989 M€) makes up for the lower tax revenue 
estimate (-1,418 M€).  

The overall general government balance was revised down by 109 M€ compared to the 
FSD/2013. However, as a percentage of GDP this overall balance has not changed in regard 
to the FSD/2013 forecast and remains at -5.5% of GDP. Only the primary balance shows an 
improvement of 0.1 p.p. of GDP, going from -1.1% of GDP to -1.0% of GDP. The revision in 
relation to the FSD/2013 is the result of the combined effect of a rise in spending of 1,229 
M€ (essentially other current expenditure and capital expenditure) and in revenue of 1,119 
M€ (sales, other current revenue and tax revenue). 

30 As per Bank of Portugal figures. 
31 Bearing in mind the latest nominal public debt figure for 2012. 
32 Note that a decrease of 1% in interest rates may involve a significant weakening of these instruments’ market 
value.  
33 In particular a capital increase of 450 M€ so that control of the bank may return to private hands and the 
amortisation of the 150 M€ loan from the State. Both of these operations should be completed by the end of June. 
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Compared to 2012, the overall balance in national accounts shows an improvement of 
1,512 M€, half that forecasted in the SB/2013. Spending should increase by 1,901 M€ 
compared to 2012 due to the rises in compensation of employees (995 M€), social transfers 
(1,194 M€) and other current expenditure (938 M€), offset by the decline in “other capital 
expenditure” (-1,555 M€)34. Over ¾ of the increase in revenue is explained by the rise in tax 
revenue (+2,705 M€)35. 

5.2 FISCAL CONSOLIDATION MEASURES IN 2013 

Levels of revenue and expenditure in the SBA/2013 are significantly higher than in the 
FSD/2013 (up by 0.7% of GDP, i.e. there’s been an upward revision of more than a 
thousand million euros). Taking into account that underlying the two estimates is the same 
macroeconomic scenario and that the two documents were disclosed only one month apart, 
such differences in composition, especially on the revenue side, indicate the use of different 
hypotheses and methods for computing the national accounts estimate. These differences 
are particularly visible in the residual items of “other current revenue” and “other current 
expenditure”. The differences found in some expenditure items also suggest that underlying 
the SBA/2013 may be a distinct set of measures or at least that their impact is distinct from 
the measures underlying the FSD/2013. Some expenditure items, namely compensation of 
employees and intermediate consumption, show significant differences compared to the 
FSD/2013 (-143 M€ and +268 M€, respectively). 

In regard to the fiscal consolidation measures in the SBA/2013, the additional set of 
measures required to compensate for the deterioration in the macroeconomic scenario 
and to compensate for the Constitutional Court’s decision and its impact on the budget, 
is still unclear. In the report, the outlay resulting from the Constitutional Court’s decision 
and from the deterioration in the macroeconomic scenario is not fully presented, only an 
amount of 1,774 M€36 is identified. To compensate for this effect mention is made of 
consolidation measures relating to: (i) additional savings in administrative costs, staff costs 
and investment, which are not quantified; (ii) savings relating to PPP (50 M€) and (iii) specific 
across-the-board and sectorial cost cutting measures, taking the form of an increase in 
working hours, the introduction of a requalification system and an increase in social 
contributions of the beneficiaries of the public health subsystems (ADSE, SAD and ADM), 
which will have an impact of 200 M€. The report does not specify the budget items affected 
by these measures, nor the individual impact of each measure. Although, there is a similarity 
between the measures identified in the SBA/2013 and the measures that were announced on 
3rd May in a letter from the Prime Minister, it is not possible to confirm whether the respective 
budget impacts are identical.  

34 Of which 750 M€ relate to the increase in the share capital of CGD and another 750 M€ to the Parpública loans 
to Sagestamo that were converted into an increase in share capital. 
35 The change in tax revenue (2,125 M€) accounts for 60% of the sum in the SB/2013, taking as a reference the 
latest INE estimate for 2012. 
36 This sum does not match the total value of the costs resulting from the Constitutional Court’s decision, since the 
SBA/2013 report does not identify the amount corresponding to the increase in the corporate Hospitals’ program-
contracts to cover the restoring of the holiday bonuses. Tables V and VII together show an increase in NHS revenue 
and expenditure of 125 M€ which could be earmarked for that payment.  
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Since the implementation of several measures set out in the SBA/2013 calls for 
legislative amendments, their inclusion in the Bill was expected. For example, despite the 
SBA/2013 report mentions a change in the employer’s and employee’s contribution to the 
ADSE, SAD and ADM health subsystems, this amendment is not included in the Bill. Other 
than specific changes to the military system, the only fiscal measure provided for in the Bill is 
a redraft of the contribution on sickness and unemployment benefits which was declared 
unconstitutional. The impact of these measures is also not quantified in the SBA/2013 report.  

The lack of information makes it difficult to assess how realistic the new estimates are, 
particularly the various revenue and expenditure items. Therefore, although several 
measures are mentioned in the SBA/2013, the lack of detailed and quantitative information 
concerning some of these measures makes it difficult to understand how they will impact on 
the general government revenue and expenditure aggregates making it unclear as to how 
the deficit targets are to be met.   

The reduction in the budget deficit in 2013 will have to come from an improvement in 
the primary balance of 1 p.p. of GDP. The SBA/2013 reflects the impact of the slowdown 
in the economy on both revenue and expenditure, giving rise to an upward revision of the 
deficit from 4.5% to 5.5% of GDP. Considering this deterioration and the expected negative 
contribution of interest vis-à-vis 2012, the reduction in the fiscal deficit involves an 
improvement of the primary balance of 1 p.p. of GDP. Note that in 2012 the deficit, which 
was 6.4% according to INE’s provisional estimate under the excessive deficit procedure, was 
achieved by resorting to temporary measures totalling 0.5% of GDP, and also reflected the 
effect of special factors, which accounted for an increase in expenditure of 1 p.p. of GDP. 
Without these temporary effects the 2012 deficit would have been 5.9% of GDP. Restoring 
the holiday and Christmas bonuses to civil servants and pensioners has a negative impact on 
this balance of around 1.6% of GDP, justifying the use of measures to offset this effect. The 
total measures required to offset these effects, the deviations from the forecast compared to 
the projections contained in the original budgets for 2012 and 2013 concerning tax revenue 
and unemployment benefits, as well as the deterioration of the cyclical component in 2013, 
accounts for over 3% of GDP.   

Chart 4 – Change in budget balance from 2012 to 2013 

 
Source: Ministry of Finance. CFP calculations. 
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Table 8 – General government account 

 
Source: INE, (EDP March 2013 and quarterly national accounts for 1st quarter of 2013, June 2013), Ministry of Finance and CFP calculations.    

2012 2012
INE SB/2013 SBA/2013 INE SB/2013 FSD/2013 SBA/2013 SB/2013 FSD/2013 SBA/2013 M€ p.p. GDP M€ p.p. GDP

Total revenue 67 794 70 854 71 208 41.0 42.5 42.6 43.3 1.5 1.6 2.3 353 0.8 1 119 0.7
Current revenue 65 624 69 781 69 044 39.7 41.8 41.5 42.0 2.1 1.8 2.3 -737 0.1 828 0.5

Tax revenue 37 814 41 357 39 938 22.9 24.8 24.1 24.3 1.9 1.3 1.4 -1 418 -0.5 214 0.1
Indirect taxes 22 522 22 783 22 122 13.6 13.7 13.2 13.4 0.0 -0.4 -0.2 -661 -0.2 401 0.2
Direct taxes 15 291 18 573 17 816 9.3 11.1 10.9 10.8 1.9 1.7 1.6 -757 -0.3 -187 -0.1

Social contributions 19 230 20 118 19 811 11.6 12.1 12.0 12.0 0.4 0.4 0.4 -308 0.0 34 0.0
Sales & other current rev. 8 580 8 306 9 295 5.2 5.0 5.3 5.7 -0.2 0.1 0.5 989 0.7 580 0.4

Capital transfers received 2 170 1 074 2 164 1.3 0.6 1.1 1.3 -0.7 -0.2 0.0 1 090 0.7 291 0.2

Total expenditure 78 390 78 453 80 292 47.4 47.0 48.1 48.8 -0.4 0.6 1.4 1 838 1.8 1 229 0.7
Primary expenditure 71 125 71 237 72 838 43.0 42.7 43.7 44.3 -0.3 0.6 1.2 1 601 1.6 977 0.6

Current primary expenditure 66 079 67 708 69 260 40.0 40.6 41.8 42.1 0.6 1.8 2.1 1 552 1.5 551 0.3
Intermediate consumption 7 536 7 648 7 463 4.6 4.6 4.4 4.5 0.0 -0.2 0.0 -185 0.0 268 0.2
Compensation of employees 16 309 17 267 17 304 9.9 10.4 10.6 10.5 0.5 0.7 0.7 36 0.2 -143 -0.1
Social transfers 37 355 37 633 38 550 22.6 22.6 23.9 23.4 0.0 1.2 0.8 917 0.9 -689 -0.4
Subsidies 1 039 1 202 1 165 0.6 0.7 0.5 0.7 0.1 -0.1 0.1 -37 0.0 277 0.2
Other current expenditure 3 841 3 957 4 779 2.3 2.4 2.4 2.9 0.0 0.1 0.6 821 0.5 838 0.5

Capital expenditure 5 046 3 529 3 579 3.1 2.1 1.9 2.2 -0.9 -1.1 -0.9 49 0.1 426 0.3
GFCF 3 057 2 963 3 144 1.8 1.8 1.9 1.9 -0.1 0.0 0.1 182 0.1 56 0.0
Other capital expenditure 1 989 566 434 1.2 0.3 0.0 0.3 -0.9 -1.2 -0.9 -132 -0.1 370 0.2

Interest paid (EDP) 7 265 7 216 7 454 4.4 4.3 4.4 4.5 -0.1 0.0 0.1 237 0.2 251 0.2
General government balance (EDP) -10 596 -7 599 -9 084 -6.4 -4.6 -5.5 -5.5 1.9 1.0 0.9 -1 485 -1.0 -109 -0.1
Primary balance (EDP) -3 331 -382 -1 631 -2.0 -0.2 -1.1 -1.0 1.8 0.9 1.0 -1 248 -0.8 142 0.1

memo item:
GDP at current market prices 165 247 166 794 164 491 100.0 100.0 100.0 100.0 : : : -2 303 : 0 :

Millions of Euros % of GDP Difference  SBA/2013 versus :

Headline figures
2013 2013  Change in 2012/2013 SB/2013 FSD/2013
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