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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 7 May 2019. 

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. 
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OVERVIEW 

In recent years the fiscal adjustment effort (measured by the decrease in the structural deficit 

as a percentage of potential GDP) has been achieved by a combination of the decrease in 

primary expenditure and the cost of public debt. The latter reflects the drop in the primary 

market interest rate and the decline in the public debt ratio as a percentage of GDP. In the 

case of primary expenditure, it was possible to contain some of the growth factors, in 

particular compensation of general government employees and social transfers which, as well 

as being compulsory expenditure, are normally very inelastic budget items. 

As shown in this Report, recently this fiscal adjustment has oscillated between a counter-

cyclical policy, which takes advantage of the expansion phase to enhance the improvement 

in the structural primary balance, and a pro-cyclical policy, under which the economic boom 

is accompanied by a deterioration (or a smaller improvement) in that balance. 

The adjustment has indeed been focused on the decrease in the budget deficit and in the 

weight of public debt on output. 

Therefore, it is necessary to reflect upon the introduction of structural change measures into 

fiscal policy and upon the quality of the adjustment resulting from such change. The 

crackdown on expenditure, which was a feature of the financial assistance period and which 

still applies to certain fields and items, improved fiscal performance both as regards the 

balance and the gradual decline in debt. Portugal is already reaping the benefits of that 

outcome, certainly in terms of its reputation, which means it can borrow more easily and at a 

lower cost. 

But perhaps that crackdown is not a genuine ability to control and ultimately accommodate 

the effects of (new) pressures upon primary expenditure, beginning with the State’s current 

expenditure.  

These pressures have been seen in the latest budget forecasts, particularly compensation of 

general government employees. In recent forecasting exercises, and especially in the Stability 

Programme analysed herein, the Ministry of Finance has made a series of upward revisions 

of compensation of employees, due to the financial impact of the gradual unfreezing of civil 

service progressions (general and special). If, for now, the forecast shows it is possible to 

accommodate these nominal increases thanks to the higher than forecast growth in nominal 

GDP, there is no guarantee that this ability will continue into the near future.  

It is possible that the pressure on current expenditure will jeopardise investment spending 

on new projects or on unavoidable replacements. Indeed, that seems to be the case given 

the downward revision in the forecast for public GFCF up to 2021 included in this Stability 

Programme. 

In fact, our country still needs to implement a genuine ‘expenditure review’, focused not only 

on an improvement in the fiscal infrastructure – budget system, accounting system and public 
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management – but also on the macrostructure, that is to say, how public policy is devised in 

order to obtaining efficiency, effectiveness and sustainability gains. 

Reflection on both these axes (infrastructure and macrostructure) is required, precisely as a 

way of ensuring effective control over primary expenditure and fiscal adjustment consistency. 

in principle, a consistent fiscal policy is able to respond better to turnarounds in the economic 

cycle, and create the necessary ‘fiscal leeway’ to face less favourable phases. 
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EXECUTIVE SUMMARY 

The Stability Programme 2019-2023 (SP/2019) foresees an improvement in the trajectory of 

the budget balance, that should reach a surplus from 2020 onwards. However, compared to 

the April SP/2018, the trajectory of the overall balance and the primary balance was revised 

downwards. 

General Government Balance forecast in the Stability Programmes of 2018 and 2019 (% of GDP) 

Budget balance Primary balance 

  
Source: INE and Ministry of Finance. CFP calculations. | Note: non-adjusted values. 

The exception is 2019 since the deficit forecast of 0.2% of GDP is maintained, despite the 

impact of the Novo Banco capital injection which is 749 M€ larger than foreseen in SB/2019. 

This is achieved through an upward revision in revenue and a lower forecast for public 

investment (GFCF). Over the three-year period 2020-2022, smaller budget surpluses are 

expected (-0.5 p.p. of GDP/year on average), even if expenditure on interest is being revised 

downwards (-0.3 p.p. of GDP/year on average). Therefore, the forecasts for the primary 

balance over that period are revised further downwards (-0.8 p.p. of GDP/year on average). 

In net terms, the new policy measures contribute just marginally to the budget balance 

improvement between 2019 and 2023. From 2020 onwards, the Ministry of Finance expects 

that the overall effect of the policy measures represents an improvement of just 66 M€ in the 

budget balance. 

From 2018 to the end of the forecast time horizon, the relative weight of General Government 

revenue is expected to fall by 0.5 p.p. of GDP, and a slight decrease in the tax burden is 

expected – down 0.4 p.p. of GDP, after having reached 35.2% of nominal GDP in 2018. 

SP/2019 foresees a smaller decrease in the weight of public expenditure in GDP than in the 

previous Programme, due to the contributions of both primary expenditure and interest. The 

Ministry of Finance expects that compensation of employees and social benefits, which 

together accounted for around two-thirds of public expenditure in 2018 (29.0% of GDP) will 

contribute to the decline in the expenditure ratio up to 2023 (of -0.4 and -0.2 p.p. of GDP, 

respectively).  

http://app.parlamento.pt/webutils/docs/doc.pdf?path=6148523063446f764c324679626d56304c334e706447567a4c31684a53556c4d5a5763765130394e4c7a564454305a4e5153394562324e31625756756447397a52573530615752685a47567a525868305a584a7559584d764e54686a596d4a6c4e544d744d474931597930304d6a41794c574a694d6a5574596a56694d47526c595746684e575a6b4c6e426b5a673d3d&fich=58cbbe53-0b5c-4202-bb25-b5b0deaaa5fd.pdf&Inline=true
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However, until 2023 the Ministry of Finance predicts nominal increases in compensation of 

employees and social benefits, although they are accommodated by the higher growth 

foreseen for nominal GDP. Regarding compensation of employees, for 2022 the Programme  

considers an additional expenditure of 0.5 p.p. of GDP compared to the amount forecast in 

SP/2018 (an upward revision of 1 037 M€). For social benefits, the increase is of 0.4 p.p. of 

GDP or 869 M€ that year, of which 531 M€ relate to social transfers in kind (including support 

for tariff reduction of public transport and the system of gratuity of textbooks in state’s basic 

education and secondary schools). 

Developments in compensation of employees under the Stability Programmes 2018 and 2019 

Millions of euros As a percentage of GDP 

  

From 2018 to 2023, SP/2019 predicts a decrease in the public debt ratio from 121.5% to 

99.6% of GDP, although at a slower rate than stated in the previous budgetary planning 

document. The forecast for the primary balance explains over three-quarters of the decrease 

in the public debt ratio. 

As regards structural adjustment, SP/2019 points to less favourable structural balances 

between 2020 and 2022 (down 0.7 p.p. of GDP) compared with those foreseen in the SP/2018. 

Taking into consideration the macroeconomic scenario underlying SP/2019, the planned 

improvement in the structural balance forecast for 2019 suggests there is a risk of a deviation 

from the adjustment path recommended by the EU Council.  

The ex-ante assessment conducted by the CFP on SP/2019 points to a risk of a deviation from 

the adjustment path recommended to meet the Medium-Term Objective (MTO), which is not 

the case in 2020, as the MTO will be achieved and exceeded that year. For the later years of 

the Programme the Ministry of Finance foresees a budget position that is above the MTO. 

Also, in regard to 2019, the progress forecast by the Ministry of Finance is not consistent with 

the expenditure benchmark set by the European Council and even constitutes a risk of a 

significant deviation, since, unlike the structural balance, this indicator does not benefit from 

the decrease in interest charges nor from the unexpected revenue gains.  

The debt ratio developments forecast by the Ministry of Finance suggests Portugal will 

comply with the transitional debt rule in 2019 and with the general rule from 2020 until the 

end of the forecast time horizon. 

As regards fiscal risks, the budget balance performance depends, on the achievement of 

forecast revenue, and on the ability to implement policy measures that contain expenditure 
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growth. Revenue developments are subject to the risks underlying the macroeconomic 

forecasts contained in SP/2019, which were stressed by the CFP in its Opinion1/2019 of 15 

April. A more unfavourable macroeconomic scenario would be reflected in the public finance 

path with a negative impact on the budget balance and public debt. 

On the expenditure side, the CFP has repeatedly drawn attention to the risk associated with 

fiscal pressures on the rigid expenditure items (wages and social benefits). The upward 

revision in compensation of employees presented in this SP, compared to earlier ones, 

confirms that these pressures exist and recent developments in this area suggest that 

forecasts presented are likely to be optimistic. 

In addition to the risks from policy measures, there are also pressures regarding the potential 

impact of support for the financial sector. In the case of Novo Banco, the MF projections only 

take into account partial use of the amount available under the Contingent Capitalisation 

Mechanism (2 941 M€ out of a total of 3 890 M€). Public finance faces an additional risk, since 

Novo Banco’s total capital ratio could fall below the capital requirement demanded by the 

supervisory authority. In such case the State might have to provide additional funds in order 

for the bank to comply with the Capital Backstop.  

 

 

 

https://www.cfp.pt/en/publications/stability-programme/cfp-endorses-macroeconomic-forecasts-underlying-the-sp-2019-for-2019-and-2020
https://www.cfp.pt/en/publications/stability-programme/cfp-endorses-macroeconomic-forecasts-underlying-the-sp-2019-for-2019-and-2020
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1 INTRODUCTION 

This report analyses the Stability Programme for 2019-2023 (SP/2019) delivered to Parliament 

on 15 April 2019. Thus, the CFP complies with article 7 of its statutes, in particular the 

production of reports on the Stability Programme and other procedures laid down in the 

European regulatory framework of the Stability and Growth Pact, as well as the Multi-Annual 

Budgetary Planning Framework. The CFP’s analysis of the macroeconomic scenario 

underlying this Stability Programme can be found in CFP Opinion no. 1/2019. 

This report has four chapters. This first chapter is an introduction and covers the goals of our 

analysis and the document structure. The second chapter looks at the path forecast in 

SP/2019 for the budget balances compared to the previous published forecast, assesses the 

structural adjustment rate and checks whether the targets set for the observable balance, the 

structural balance and the change in debt over the 2019-2023 comply with the rules of 

Portuguese fiscal policy. The third chapter analyses the consistency between the no-policy-

change scenario and the scenario set out in SP/2019, taking into account the fiscal policy 

measures made available to the CFP. This chapter also examines public debt developments 

and identifies some risks underlying the projections and forecasts published in the 

Programme. The fourth and final chapter appraises the Multi-Annual Budgetary Planning 

Framework (MBPF) incorporated in SP/2019. 

The general government budget aggregates have not been adjusted for the impact of 

temporary measures, one-off measures and other special factors. Nonetheless, that 

adjustment is duly highlighted in the text when it is relevant to a better assessment of the 

budget consolidation effort.  

This report has benefitted from the information and additional clarifications provided by 

Ministry of Finance (MF) departments, namely the Office for Economic Policy and 

International Affairs (GPEARI), the Directorate-General for Budget (DGO), the Public Debt 

Management Agency (IGCP) and the Social Security Financial Management Institute (IGFSS). 

The CFP would like to thank them all for their contributions.  

 

http://app.parlamento.pt/webutils/docs/doc.pdf?path=6148523063446f764c324679626d56304c334e706447567a4c31684a53556c4d5a5763765130394e4c7a564454305a4e5153394562324e31625756756447397a52573530615752685a47567a525868305a584a7559584d764e54686a596d4a6c4e544d744d474931597930304d6a41794c574a694d6a5574596a56694d47526c595746684e575a6b4c6e426b5a673d3d&fich=58cbbe53-0b5c-4202-bb25-b5b0deaaa5fd.pdf&Inline=true
https://www.cfp.pt/en/publications/stability-programme/cfp-endorses-macroeconomic-forecasts-underlying-the-sp-2019-for-2019-and-2020
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2 ASSESSMENT OF THE FISCAL ADJUSTMENT AND 

COMPLIANCE WITH THE RULES FROM 2019 TO 2023 

This is a headline analysis but reference is made to the impact of temporary and one-off measures. These 

measures (see Tables 13 and 14 below) result from the Portuguese Public Finance Council’s own 

classification which in some cases differs from that of the Ministry of Finance (MF) and the European 

Commission (EC). When calculating the cyclical component of the budget balance, the CFP used the new 

semi-elasticities arising from the latest EC update, which differ from the MF’s, and the impact of that 

update is stressed. The output gap underlying the Government’s macroeconomic forecast was recalculated 

on the basis of the common methodology adopted by the European Commission (CONV programme 

applied to the projections set out in SP/2019). For these reasons, the assessment of the structural balance 

and the respective structural adjustment, as well as of the fiscal policy stance published by the MF in the 

Stability Programme, may differ from that set out in this report. 

 

2.1 FISCAL BALANCE, ADJUSTMENT AND POLICY STANCE 

According to the MF forecasts, the budget balance shall follow an upward path until it 

reaches a surplus of 0.9% of GDP in 2021, and then remain above a balanced budget 

until the end of the programme time horizon. Having gone from -3.0% of GDP in 2017 (or 

-0.9% of GDP net of the impact of the CGD recapitalisation) to -0.5% of GDP in 2018, the 

general government budget balance should stand at -0.2% of GDP in 2019 (Table 1). In 2020 

the balance should improve once again (by 0.4 p.p., in round figures), which will give rise to 

a budget surplus of 0.3% of GDP that year. The surplus should increase to 0.9% of GDP in 

2021, due to the refunding of 991 M€ relating to the commission paid on the second loan 

granted by the European Financial Stability Facility, under the Economic and Financial 

Assistance Programme (net of this one-off measure the surplus that year would be 0.5% of 

GDP). The impact of this extraordinary revenue will interrupt the upward trend in the budget 

balance the following year, when the surplus will slip to 0.7% of GDP in 2022 and remain 

there in 2023. 

Table 1 – Budget indicators 

 
Source: INE, MF. CFP calculations. Notes: * as percentage of potential output. (i) changes were calculated in relation to the 

previous year (for example, the change in the 2018-23 period is anchored in the year 2018) and may not correspond to 

the differences in values as a percentage of GDP due to rounding; (ii) the cyclical component was calculated using the 

Community method of semi-elasticities, on the basis of the output gap calculated according to the macroeconomic 

scenario of the SP/2019 and the EC common methodology (Spring forecast); (iii) the detail of the temporary and non-

recurrent measures is given in the attached Table 13. 

  

Budget balance

Primary 0.9 3.0 3.1 3.3 3.8 3.4 3.4 2.1 0.1 0.2 0.4 -0.4 0.0 3.0 0.4

Actual (headline) -3.0 -0.5 -0.2 0.3 0.9 0.7 0.7 2.5 0.3 0.4 0.6 -0.2 0.0 4.4 1.1

Adjusted of temporary & one-off measures -0.8 0.0 0.4 0.6 0.6 0.7 0.7 0.8 0.4 0.2 0.1 0.0 0.0 5.2 0.6

Cyclically adjusted -3.3 -1.0 -0.7 0.0 0.6 0.3 0.3 2.3 0.4 0.6 0.7 -0.3 -0.1 1.6 1.3

Structural -1.1 -0.6 -0.1 0.2 0.3 0.3 0.3 0.6 0.4 0.4 0.1 0.0 -0.1 2.4 0.8

Structural primary 2.7 2.9 3.1 3.3 3.2 3.1 3.0 0.2 0.2 0.1 -0.1 -0.2 -0.1 1.0 0.1

memo items

temporary measures -2.2 -0.5 -0.5 -0.3 0.3 0.0 0.0 1.7 -0.1 0.3 0.5 -0.3 0.0 -0.8 0.5

output gap* 0.6 1.1 0.9 0.6 0.5 0.6 0.7 0.5 -0.1 -0.3 -0.1 0.1 0.1 5.2 -0.3

cyclical component 0.3 0.6 0.5 0.3 0.3 0.3 0.4 0.2 -0.1 -0.2 0.0 0.0 0.0 2.8 -0.2

interest payments 3.8 3.5 3.3 3.0 2.9 2.7 2.7 -0.4 -0.2 -0.2 -0.2 -0.1 0.0 -1.4 -0.8

In % of GDP Change (p.p. of GDP)

202320232017 2018 2019 2020 2021 2019-232014-182018 2019 2020 20212022 2022



Portuguese Public Finance Report   Analysis of the Stability Programme 2019-2023 | 3 

Compared to SB/2019, the SP/2019 path updates the revenue and expenditure 

forecasts for 2019, although a budget balance of -0.2% of GDP is still expected for this 

year. SB/2019 predicted a decrease in the budget deficit from 0.7% of GDP in 2018 to 0.2% 

of GDP this year. According to the 1st notification of 2019 under the EDP, published by the 

INE, the GG deficit was 0.5% of GDP in 2018, which accounts for a 0.3 p.p. of GDP (or 544 M€) 

more favourable outturn than estimated in SB/2019. The initial MF forecast for the 2019 

budget balance (-0.2% of GDP) has been retained, despite having to absorb the additional 

unfavourable impact of the Novo Banco capital injection (749 M€ higher than forecast in 

SB/2019). In absolute terms, the budget deficit forecast for 2019 has been revised slightly 

downwards (-79 M€), as a result of the upward revisions in revenue (+533 M€) and in 

expenditure (+454 M€) - see section 3.1.1.  

Compared to the SP/2018 forecasts, the overall balance and primary balance paths 

have been revised downwards. Although the 2018 fiscal performance was better than 

expected, SP/2019 indicates that this year’s budget deficit will be equal to that foreseen in 

SP/2018 (-0.2% of GDP, as can be seen in the left-hand panel of Chart 1). For the years 2020-

2022, lower budget surpluses are now expected (-0.5 p.p./year on average over the period), 

even though expenditure on interest has been revised downwards (-0.3 p.p. of GDP/year on 

average over the three-year period). As for the primary balance (which excludes interest 

charges), the SP points to a slightly lower surplus in 2019 than in the previous SP, despite the 

more favourable starting point in 2018 (right-hand panel of Chart 1). Less significant 

surpluses are expected from 2020 to 2022 (-0.8 p.p./year on average). 

Chart 1 – General Government Balance forecast in the Stability Programmes of 2018 and 2019  

(% of GDP) 

Budget balance Primary balance 

  

Source: INE and Ministry of Finance. CFP calculations. | Note: non-adjusted values. 

 

Net of one-offs, for 2019-2023 the SP forecasts a smaller improvement in the budget 

balance than in the previous five-year period. Without the impact of these measures 

(which do not lead to a sustained change in the fiscal position), the overall GG balance would 

be balanced in 2018. For this year, the expectation is a budget surplus of 0.4% of GDP in 

adjusted terms (Table 1). The balance should record an average annual improvement of 0.1 

p.p. of GDP in 2020 and 2021 and zero improvement in the final two years of the time horizon.  

In cumulative terms, the outlook is for a 0.6 p.p. of GDP improvement over the five-year 

period covered by the SP/2019, based, above all, on the decrease in the weight of public debt 

interest. This improvement is smaller than that recorded in the 2014-2018 period (5.2 p.p. of 

GDP), largely because the economic cycle is expected to make a negative contribution of 0.2 

p.p. of GDP in cumulative terms, compared to the positive contribution of 2.8 p.p. in the 
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previous five-year period. Spending on interest should also contribute to the less favourable 

development, as this expenditure weight is expected to see a smaller drop (0.6 p.p. of GDP 

less). 

Net of the effect of the economic cycle, the (recalculated) structural balance should 

become a surplus from 2020 onwards. On the basis of the CFP’s classification of temporary 

measures and of the recalculation1 of the economic cycle position underlying the 

macroeconomic scenario in SP/2019, it is estimated that the structural balance will go from -

0.6% in 2018 to -0.1% of GDP in 2019, as a result of a 0.2 p.p. increase in the weight of revenue 

in GDP and an equal decrease in interest charges. For 2020, the forecast is that of a positive 

structural balance of 0.2% of GDP. This depends largely on a decrease in the weight of interest 

and will allow the MTO to be achieved that year2 and even be exceeded (see section 2.2). The 

structural balance should increase to 0.3% of GDP in 2021 and stabilise at that figure until 

2023. Over this period the cumulative decrease in structural revenue is expected to be 0.6 

p.p. of GDP, as a result of the decrease in tax rates in 2021, whose impact (200 M€) will carry 

over into later years. Capital expenditure (GFCF) should grow by 0.3 p.p. of GDP over the 

three-year period. The unfavourable performance of these two aggregates from 2021-2023 

should be offset by a decrease in structural current primary expenditure of 0.6 p.p. of GDP 

and in interest charges of 0.4 p.p. of GDP.  

The structural adjustment forecast for 2019-2023 should be lower than the estimate 

for the previous five years. From 2014 to 2018, the structural adjustment will have been 2.4 

p.p. of GDP. This means Portugal is closer to achieving the MTO, and a reduced fiscal effort 

is required during the period covered by SP/2019, which leads to a forecast improvement in 

the structural balance of 0.8 p.p. of GDP (which only requires a 0.6 p.p. adjustment to achieve 

the MTO). Thus, the weight of structural current primary expenditure and interest in GDP is 

expected to fall 0.9 and 0.6 p.p. of GDP, respectively (Chart 2). Following the stabilisation 

witnessed in the previous five-year period, capital expenditure should increase by 0.4 p.p. of 

GDP from 2019 to 2023. The decline in the weight of revenue in GDP should be equal to half 

the drop estimate for 2014-2018.  

                                                   
1 In Portugal’s case the semi-elasticity of the budget balance was revised from 0.51 to 0.54 which implies an increase 

in the cyclical component of the budget balance, which leads to a deterioration in the structural balance when the 

output gap is positive. Taking into account the current forecast for the output gap, this new semi-elasticity gave 

rise to a lower structural balance: -0.03 p.p. of GDP in 2018 and 2019, and -0.02 p.p. of GDP in each of the following 

years up to 2023. 

2 SP/2018 also expected the MTO to be achieved in 2020, although it pointed to a surplus of 0.4% of GDP, double 

the figure currently forecast for that year. 
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Chart 2 - Contributions to change in the structural budget balance in 2014-2018 and in 2019-23  

(p.p. of GDP)  

  
Source: INE and MF. CFP calculations. | Notes: a positive change in revenue / expenditure 

corresponds to a positive contribution to the structural adjustment, with the opposite 

happening in the case of a negative change in revenue / expenditure; The data for the period 

2014-18 reflects the estimated variations, while those for the period 2019-23 correspond to 

the expected change in SP/2019. 

For 2020-2022, SP/2019 points to less favourable structural balances versus the 

forecasts made in SP/2018. Over the period common to both Stability Programmes (the 

four-year period from 2019-2022), only this year is expected to see a more favourable 

structural balance, which benefits from a less negative outcome in 2018 (left-hand panel of 

Chart 3). For the 2020-2023 period, positive structural balances are once again forecast, 

although lower than those published in last year SP (-0.1 p.p. of GDP in 2020, -0.3 p.p. of GDP 

in 2021 and -0.6 p.p. of GDP in 2023). The implicit fiscal adjustment for 2019-2022 is down 

0.8 p.p. of GDP on that included in SP/2018 (mainly in 2020 and 2022, as shown in the right-

hand panel of Chart 3). 

 

Chart 3 - Expected developments for the structural balance in SP/2018 and SP/2019 

Structural balance (% of CGP) Structural adjustament (p.p. of GDP) 

 

 

 

Source: INE and MF. CFP calculations. | Note: the structural adjustment corresponds to the change in structural budget 

balance calculated with the one-off measures considered by CFP and with the economy's cyclical position estimated by 

the MF in the SP. 

The forecasts published in SP/2019 reflect a restrictive, pro-cyclical fiscal policy in 2019 

and a neutral stance over the rest of the programme time horizon. Based on the CFP 

classification of temporary measures and on the recalculation of the economic cycle position 
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underlying the macroeconomic scenario in SP/2019, the structural primary balance can be 

expected to improve by 0.2 p.p. of GDP in 2019, in a deteriorating economic climate 

(measured by the decrease in the output gap forecast for 2019, as stated in the note to Chart 

4). Thus, fiscal policy is expected to remain restrictive this year, and then take on a pro-cyclical 

stance. In the remaining years of the time horizon the structural primary balance ratio should 

undergo changes of between -0.15 p.p. of GDP and +0.14 p.p. of GDP. The CFP considers 

changes of this scale constitute a neutral fiscal policy, as explained in the note to the chart 

below. 

Chart 4 - Fiscal policy and cyclical position in the period 2014-2023 

 
Source: INE and MF. CFP calculations. | Note: (i) The fiscal policy stance is assessed by 

the change in the structural primary balance; (ii) The development of the cyclical 

position of the economy is evaluated by the output gap, given by the difference 

between GDP and potential GDP; (iii) CFP considers that the fiscal stance has 

tightened if the ratio of the structural primary balance to potential GDP improves by 

at least 0.25 percent per year, has loosened if that ratio deteriorates by at least 0.25 

percent per year, and has remained neutral otherwise. If the variation is between -

0.25 pp of GDP and +0.25 pp of GDP, fiscal policy is considered neutral. 
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2.2 ASSESSMENT OF COMPLIANCE WITH PREVENTIVE ARM REQUIREMENTS 

 Under the budget supervision rules agreed at the European level, since 2017 Portugal has been subject 

to the rules set out in the preventive arm of the Stability and Growth Pact (SGP). These rules call for each 

Member-State’s public finance to make sufficient progress to ensure that, in the first phase, the structural 

adjustment leads to the Medium-term Objective (MTO) and, in a second phase, a robust budgetary 

position is retained at the MTO level. The need to gauge whether the adjustment path leads to that 

objective requires the assessment be undertaken on the basis of the structural balance indicator and the 

expenditure benchmark.3 Once the MTO has been reached (based on an assessment of the year t-1 

outcomes) and its permanence ensured, Member-States may deviate from the requirements to comply 

with the expenditure benchmark, except if the MTO overrun is explained by the significant impact of 

unexpected revenue gains. Under no circumstances, can a Significant Deviation Procedure be triggered 

in this second phase. At the same time such progress should also ensure compliance with the transitional 

provisions of the debt rule, which in Portugal’s case are in force for the three years from 2017-2019. After 

that transitional period (from 2020), Portugal must comply with the general debt reduction rule. That rule 

requires that the difference between the public debt ratio and the limit of 60% be reduced over three years 

at an average rate of 1/20th per year, and failure to do so may lead to an excessive deficit procedure. 

On 13 July 2018 the European Council recommended that “Portugal take action in 2018 

and 2019, to ensure that the nominal growth rate of net primary government 

expenditure does not exceed 0.7% in 2019, corresponding to an annual structural 

adjustment of 0.6% of GDP.”4 In addition, it recommended Portugal “use windfall gains to 

accelerate the reduction of the general government debt ratio. Strengthen expenditure 

control, cost effectiveness and adequate budgeting, in particular in the health sector with a 

focus on the reduction of arrears in hospitals. Improve the financial sustainability of state-

owned enterprises, in particular by increasing overall net income and by reducing debt.” 

Taking into consideration the macroeconomic scenario underlying SP/2019, the 

planned improvement in the structural balance forecast for 2019 suggests there is a 

risk of a deviation from the adjustment path recommended by the EU Council. 5 That 

assessment which is not yet based on the 2019 results indicates a 0.4 p.p. of GDP 

improvement in the structural balance (from -0.6% in 2018 to -0.1% in 2019, in round figures), 

down 0.2 p.p. on the recommended minimum adjustment for achieving the MTO. This 

deviation continues when one takes into account the average deviation for 2018 and 2019.6  

                                                   
3 The assessment of the adjustment rate depends not only upon an improvement in the structural balance, which 

in Portugal’s case is 0.6 p.p. of GDP, but also on whether progress in this indicator is consistent with a sustainable 

expenditure path, measured in terms of the nominal change in net primary expenditure (the aggregate net of 

expenditure on interest) which must be lower than the potential GDP medium-term growth benchmark. 

4 Council Recommendation 2018/C 320/21, of 13 July, on the 2018 National Reform Programme of Portugal and 

delivering a Council opinion on the 2018 Stability Programme of Portugal 

5 Based on the matrix published in interpretative Communication (COM (2015) 12, of 13 January) which was the 

basis for the “Commonly agreed position on Flexibility in the Stability and Growth Pact” and formally endorsed by 

ECOFIN on 12 February 2016, its application requires that the adjustment path towards the MTO for each Member-

State takes into account its economic position plus the sustainability of its public finance. In Portugal’s case, until 

the MTO is achieved, the minimum adjustment must be greater than 0.5 p.p. of GDP, since public debt is over 60% 

of GDP and the output gap is between -1.5% and 1.5% of GDP. The EC has stated that it takes an adjustment 

greater than 0.5 p.p. to mean a minimum adjustment of 0.6 p.p. of GDP. 

6 Pursuant to the figures in articles 6(3) and 10(3) of Regulation no. 1466/97 of the European Commission, if a 

Member-State has not achieved its Medium-term Objective (MTO), a divergence from the necessary adjustment is 

 

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018H0910(21)&from=EN
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This CFP calculation is built on the (recalculated) structural balance. The figures compare with 

those presented by the MF in SP/2019, under which the change in the structural balance in 

2019 (0.2 p.p.) should be lower than the recommended 0.6 p.p.7 Despite the MF predicting 

less progress in 2019, the average divergence for 2018 and 2019 points to a structural balance 

development that is in line with the recommended path towards the MTO. 8 

 

Chart 5 – Structural balance developments (% and p.p. of GDP) 

 
Source: INE and Ministry of Finance. CFP calculations. | The structural values are excluded from the effect of the 

business cycle and from the net effect of temporary measures and non-recurring measures. The CFP criterion for 

classification of temporary measures and non-recurrent measures does not coincide with that considered by the 

MF. This difference assumes particular relevance in the calculation of the CFP for the variation of the structural 

balance (see footnotes 7 and 8). 

The adjustment forecast for 2019 does not comply with the expenditure benchmark 

recommended by the EU Council. A look at the fiscal effort based on the expenditure 

indicator, which excludes interest and does not include unexpected revenue gains (items that 

benefit the fiscal effort when the structural balance is used) indicates that the nominal growth 

                                                   
deemed significant if it is, at least, 0.5 p.p. of GDP in a particular year or, at least, 0.25 p.p. of GDP in two consecutive 

years. 

7 The reason for the difference versus the CFP is explained by the classification of one-offs and the cyclical 

component of the budget balance, which is calculated from the output gap. In 2018, over half the difference in the 

change in the structural balance versus the MF (0.5 p.p.) is explained by one-offs (0.3 p.p. of GDP). The remainder 

(0.2 p.p. of GDP) is explained by the cyclical component, which is calculated on the basis of an output gap that 

differs from the one published by the MF and which reflects the recalculation made by the CFP using the EC 

common methodology (by applying the CONV programme to the economic projections in SP/2019). This 

recalculation also affects the cyclical component of the budget balance in 2019 (by 0.2 p.p. of GDP). Over the 

remaining years of the programme, the recalculation of this component leads to a marginal difference, although it 

does not change the structural balance figure (measured to one decimal place). On top of this recalculation, the 

MF has not incorporated the EC’s updating of the semi-elasticities which gives rise to a higher cyclical component 

and consequently a smaller structural balance. 

8 According to SP/2019, the MF estimates that the change in the structural balance in 2018 was 1.1 p.p. of GDP, 

which is 0.5 p.p. higher than the recommended minimum (0.6 p.p. of GDP). For 2019 the forecast improvement in 

the structural balance (0.2 p,p. of GDP) is 0.4 p.p. lower than the recommended minimum (0.6 p.p. of GDP). The 

average divergence in the two years is positive and represents an accumulated change in the structural balance 

(1.3 p.p. of GDP) that is greater than the recommended figure for the two years combined (1.2 p.p. of GDP).    
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rate in net primary public expenditure forecast for 2019 exceeds the applicable benchmark.9 

Based on the information provided by the MF, the CFP estimates that the planned nominal 

growth in primary expenditure, net of discretionary and temporary and one-off measures, is 

3.7% (Box 1). That figure exceeds the maximum recommended increase of 0.7%, (the 

expenditure benchmark), and leads to a divergence of -1.2 p.p. of GDP in the planned growth 

of that primary expenditure in 2019. That outcome, which already excludes the impact of 

temporary and one-off measures, represents a divergence that is larger than the -0.5% 

maximum limit and points to a significant divergence risk in 2019. The nature of that 

divergence remains unchanged even if account is taken of the average divergence in 2018 

and 2019 (-1.5 p.p. of GDP). Under these circumstances the significant divergence risk means 

there must be an overall assessment, which will also take into consideration the forecast 

divergences in the change in the structural balance.  

The CFP ex-ante assessment of the forecast for 2019 points to a risk of a divergence 

from the adjustment path recommended in order to meet the Medium-term Objective 

(MTO). Whether the fiscal progress forecast for 2019 complies with the requirements of the 

SGP’s preventive arm and with the EU Council’s recommendation will only be decided in the 

Spring of 2020, on the basis of the outcomes in 2019. Taking as a base the updated forecast 

for 2019 published by the MF in SP/2019, both indicators used to assess the structural 

adjustment point to a divergence. In the case of the expenditure benchmark, such divergence 

is actually a significant divergence risk, since, unlike the reading provided by the structural 

balance (divergence risk), that indicator does not benefit from the decrease in spending on 

interest, nor from the unexpected revenue gains, referred to earlier. The decision as to the 

nature of the risk of a divergence from the MTO adjustment path will depend on European 

authorities’ overall assessment which will be made known in June 2020. 

 

The debt ratio developments forecast by the MF suggests Portugal will comply with 

the debt reduction transitional rule in 2019.10 Following the progress already made in 2017 

and 2018 towards the debt ratio reduction, the CFP calculations based on the public debt 

ratio development forecast by the MF for 2019 indicate fiscal progress consistent with the 

minimum linear structural adjustment (MLSA).11 The positive performance of the 

(recalculated) structural balance for 2019 (0.4 p.p. of GDP), above the value required by the 

MLSA (-1.1 p.p.), means compliance with the debt criterion in the final year of the transitional 

period (2019) is guaranteed. 

                                                   
9 The fiscal effort seen from the angle of the expenditure benchmark is based on a benchmark based on the 

medium-term potential GDP growth. Over a ten-year time horizon average growth in potential GDP is below the 

potential growth in GDP underlying the structural balance for 2019 and 2020. An explanation of this expenditure 

indicator can be found in CFP Box  - Expenditure benchmark. 

10 During the three-year transitional period, until the debt reduction rule of 5% per year is applied, Member-States 

are required to reduce public debt so as to meet at least one of three criteria: backward looking, forward looking 

and cyclically adjusted. All the criteria assume a linear adjustment over the three years. The scale of the required 

adjustment is proportional to the divergence from the estimated debt path in the absence of the adjustment 

relating to the benchmark (that is, maintaining the structural balance unchanged at the level in the year the 

excessive deficit procedure was closed). For further details on the criteria for determining the MLSA, see: Analysis 

of the Fiscal Strategy Document 2014-2018.  

11 The debt ratio forecast for 2019 in SP/2019 complies with the minimum adjustment required under the less 

restrictive criterion, the forward looking one. 

https://www.cfp.pt/en/boxes/public-finance/expenditure-benchmark
https://www.cfp.pt/en/publications/stability-programme/analysis-of-the-2014-2018-fiscal-strategy-document
https://www.cfp.pt/en/publications/stability-programme/analysis-of-the-2014-2018-fiscal-strategy-document


Analysis of the Stability Programme 2019-2023   Portuguese Public Finance Report | 10 

Chart 6 – Compliance of European rules for debt reduction (% of GDP)  

 
Source: MF. CFP calculations. 

For 2020, the planned improvement in the (recalculated) structural balance ensures 

compliance with a budgetary position consistent with the Medium-term Objective.  This 

fiscal progress, which reflects an improvement in the (recalculated) structural balance from  

-0.1% of GDP in 2019 to 0.2% of GDP in 2020, is greater than required to ensure the MTO to 

be met. The structural surplus forecast for 2020 (0.2% of GDP) is on the highest point 

approaching the new MTO, which from that year onwards corresponds to a zero structural 

balance (0% of GDP).12 This new MTO, which Portugal must meet over the three-year period 

from 2020-2022, is less than the structural surplus of 0.25% which applies to 2017 to 2019.13  

In 2020, the nominal rate of growth in net primary public expenditure should exceed, 

by a small margin, the applicable benchmark. On the basis of the information provided by 

the MF, the corrected expenditure aggregate calculated by the CFP points to a marginal 

deviation of 0.1 p.p. of GDP compared to the applicable benchmark (Table 4). This negative 

divergence, which already excludes the impact of temporary and one-off measures, reflects 

the forecast for nominal growth in net primary public expenditure of 2.9% for 2020, above 

the 2.7% calculated by the benchmark applying to that year. The calculation of this rate is no 

longer reduced by the convergence margin, since the MTO is expected to have been 

achieved. The outcome of this ex-ante assessment points to non-compliance, albeit by a small 

margin, with the debt rule laid down in the requirements of the preventive arm of the Stability 

and Growth Pact (SGP).14 

                                                   
12 Conventionally, the Commission considers a Member-State has reached its MTO, if it is within ¼ percentage 

points of GDP of its MTO. This convention has been applied over time and seeks to allow for the inevitable 

uncertainty as to the precise position of the structural balance. 

13 This revision is determined above all by the decrease in public debt as a percentage of GDP, which contributed 

greatly to reduce the supplementary effort to decrease it, along with the need for a smaller deficit to ensure the 

debt ratio stabilises at 60% GDP. 

14 Taking into account the assessment based on the average divergence in 2019 and 2020, the outcome points to 

a maximum negative divergence of 0.6 p.p. of GDP, which indicates there will be a risk of a significant divergence 

from the recommended adjustment path. Bearing in mind that the (recalculated) structural balance path points to 

the MTO being achieved in 2020, and remaining so over the rest of the programme time horizon (2021-2023), the 
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For the remaining years of the Programme the MF foresees a budgetary position that 

is above the MTO. From 2021 onwards, positive budget balances are determined by 

ensuring a stable (recalculated) structural balance at 0.3% of GDP (Chart 5). This outcome, 

which represents a structural surplus greater than that required to achieve the MTO, does not 

bring compliance with that goal into question up to the end of the SP/2019 time horizon, 

and it also complies with the rules of the SGP’s preventive arm. 

From 2020 until the end of the Programme, the MF forecast for the debt ratio points 

to a path that ensures compliance with the general debt rule. From 2020 onwards, the 

difference between the public debt ratio and the 60% limit should decrease over three years 

at an average rate of 1/20th per year.15 The MF forecast for 2020 to 2023 points to a decline 

in the debt ratio in those years that is higher than the objective set out in the debt reduction 

rule (Chart 6). Over that period the MF foresees a decrease in the debt ratio of 19 p.p. of GDP, 

above the required 11 p.p.  

Box 1 – Assessment of compliance with the Expenditure Benchmark 

The calculation algorithm adopted by the European Commission (EC) is used to assess compliance with the rule. The 

information the CFP used to calculate the divergence was based on the forecast supplied by the Ministry of Finance 

for 2019 and 2020 and the EC data contained in the Spring forecasts of 2017, 2018 and 2019.  

An ex ante assessment was performed to demonstrate the existence or otherwise of a significant divergence risk. The 

tables below show the steps in the calculation which determine the checking of compliance with the rule described in 

CFP Box – Expenditure Benchmark. 

Modified aggregate expenditure calculation: It uses information on some of the general government expenditure 

and revenue components underlying the estimate for 2019 and the forecast for 2020 published in SP/2019, as well as 

specific information set out in the tables attached to the Stability Programme that was sent to the European authorities. 

The amount of temporary and one-off measures is in keeping with the CFP classification (Table 14, below). 

Table 2 –Modified Aggregate Expenditure calculation (B€) 

  

Source: MF and CE. CFP calculations. Note: Cyclic unemployment benefit expenditure uses NAWRU recalculation by CFP in 

accordance with common EC methodology.  

                                                   
existence of a divergence risk (including a significant one) is not in keeping with the convergence towards that 

objective that has already been achieved.  

15 The average 1/20th decrease per year in the difference between the public debt ratio and the 60% limit is assessed 

on the basis of the three previous years or the two following years, taking into account the influence of the 

economic cycle. Any non-compliance could lead to an excessive debt procedure. 

The Modified Expenditure Aggregate calculation Fórmulas 2018 2019 2020

General government expenditure (1) 88.6 91.6 93.6

Interest expenditure (2) 7.0 6.8 6.6

Government expenditure on EU programmes fully matched by EU funds revenue (3) 1.2 1.4 1.6

Nationally financed gross fixed capital formation t (4) 3.4 3.0 3.4

Annual average nationally financed gross fixed capital formation t-3 to t (5) 2.9 2.9 3.2

Cyclical unemployment expenditure (6) -0.2 -0.1 -0.1

Total discretionary revenue measures (DRM) (7) -0.3 0.1 -0.1

One-offs on the revenue side (8) 0.2 0.2 0.0

One-offs on the expenditure side (9) -1.1 -1.3 -0.6

One-offs (10)=(8)+(9) -1.0 -1.1 -0.6

Total discretionary revenue measures net of one-offs (11)=(7)-(8)+(8)ano (n-1) -0.4 0.0 0.1

Corrected expenditure aggregate (nominal) (12)=(1)-(2)-(3)-(4)+(5)-(6) 80.3 83.5 85.2

Corrected expenditure aggregate net one-offs (nominal) (13)=(12)+(9) 79.1 82.1 84.6
Corrected expenditure aggregate net of DRM (nominal) (14)=(12)-(7) 80.6 83.4 85.3

Corrected expenditure aggregate net of DRM and one-offs (nominal) (15)=(13)-(11) 79.5 82.1 84.5

Net public expenditure annual growth in % (nominal) (16)=100*[(14)-(12)t-1]/(12)t-1 0.7 3.9 2.2

Net public expenditure annual growth corrected for one-offs in % (nominal) (17)=100*[(15)-(13)t-1]/(13)t-1 5.0 3.7 2.9

https://www.cfp.pt/en/boxes/public-finance/expenditure-benchmark
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Benchmark calculation: It uses the EC information contained in the Spring forecasts of 2017 and 2018 regarding: (i) 

the average growth rate for potential output over 10 years; (ii) the GDP deflator; (iii) primary expenditure as a ratio of 

GDP. In regard to the benchmark calculation applying to 2020 the CFP used the EC potential output included in the 

Spring forecasts of 2019 for the period 2014 to 2023, as well as the GDP deflator for 2019 contained in that forecast. 

The recalibrated convergence margin for 2020 is zero, since the recalculated structural balance points to the MTO 

being met in that year.  

Table 3 – Applicable Expenditure Benchmark rate (%)

 

Source: EC. CFP calculations. Note: SF Year (n-1) means Spring EC Forecast for the previous year to the information in 

question, ie the analysis of the 2020 uses the Spring 2019 forecast (SF 2019).  

Assessment of compliance with rule: The exercise that compares the result obtained from each of the 

aforementioned indicators so as to calculate the deviation and its distance from the maximum limit of -0.5 p.p. of GDP 

in one year, or cumulatively in two consecutive years.  

Table 4 – Expenditure Benchmark (B€) 

   

 Source: MF and CE. CFP calculations. Note: The deviation of 0.2 p.p. of GDP in 2020, which means lower expenditure growth 

compared to the reference value, reflects the magnitude of the base effect (2019), mainly as a result of the impact on capital 

injections in the Novo Banco. Excluding the effects of temporary measures, the deviation in 2020 is -0.1 p.p. of GDP.  

 

Applicable Expenditure Benchmark rate calculation Fórmulas 2018 2019 2020

Applicable expenditure Benchmark rate (real) (18)=(19) - (20) -1.3 -0.7 1.0

Geometric average of the 10-year Potential Product growth rate (real) (19) 0.2 0.8 1.0

SF 2017 | Year 2018 based on the horizon [2012 - 2021] 0.2

SF 2018  |Year 2019 based on horizon [2013 - 2022] 0.8

SF 2019  |Year 2020 based on horizon [2014 - 2023] 1.0

Convergence margin recalibrated (20)=(21) X (22) 1.5 1.5 0.0

Convergence margin (21)= 50 / (22) 1.2 1.2 1.2

Primary Expenditure of (Year n-1) as % GDP based on SF Ano (n-1) (22) 40.8 40.5 40.7

Required Adjustment > = 0,6 (23) 0.6 0.6 0.0

GDP deflator (% change)  | Assessment of Year n based on SF Ano (n-1) (24) 1.4 1.4 1.6

Applicable expenditure Benchmark  rate (nominal) (25)=[(1+(18)/100)*(1+(24)/100)-1]x100 0.1 0.7 2.7

EB deviation  adjusted for one-offs Fórmulas 2018 2019 2020

Deviation in year t (in national currency) (26)=[(8)-(17)]/100*(13) t-1 -3.7 -2.4 -0.1

GDP (nominal) (27) 201.6 208.5 215.7

Deviation in year t (in % GDP) if negative, it is an excess over the benchmark (28)=(26)/(27)*100 -1.8 -1.2 -0.1

Average deviation in t-1 and t (in % GDP) (29)=Média[(28) t-1 ;(28)] -1.5 -0.6

EB deviation Fórmulas 2018 2019 2020

Deviation in year t (in national currency) (30)=[(8)-(16)]/100*(12) t-1 -0.4 -2.6 0.4
GDP (nominal) (31) 201.6 208.5 215.7
Deviation in year t (in % GDP) if negative, it is an excess over the benchmark (32)=(30)/(31)*100 -0.2 -1.2 0.2
Average deviation in t-1 and t (in % GDP) (33)=Média[(32) t-1 ;(32)] -0.7 -0.5



Portuguese Public Finance Report   Analysis of the Stability Programme 2019-2023 | 13 

3 BUDGET PROJECTIONS AND FORECASTS 
 

The Stability Programme is drawn upon a no-policy-change scenario, and is the starting point for 

the medium-term public finance strategy. That strategy incorporates the new fiscal policy measures 

that the Government wishes to introduce in order to fulfil its programme, taking into account the 

national and European budgetary framework. From 2019 to 2023, the new policy measures make a 

marginal contribution to the achieving of the overall balance goals set out in that budgetary 

planning document. That path is built, above all, on the impact of the macroeconomic outlook, 

although the effects of discretionary policies implemented in the recent past contribute to the fiscal 

adjustment. As for the public debt to GDP development, SP/2019 expects the downward trend to be 

consolidated and a figure below 100% of GDP to be reached in 2023. The projections are based on 

the no-policy-change assumption, while the forecasts include the impact of the planned measures.  

 

3.1 GENERAL GOVERNMENT 

 

3.1.1 No-policy-change scenario 

The starting point for the medium-term scenario in SP/2019 is the updating of the 

budget forecast for 2019. The initial MF forecast for the GG account in 2019 (-0.2% of GDP) 

has been retained in SP/2019, despite the outturn in 2018 being better than expected. The 

main contributor to this performance was the improvement in tax revenue which meant it 

was revised upwards for this year (+625 M€, as shown in Table 5). That revision, together with 

the 472 M€ drop in the forecast for GFCF expenditure, made it possible to accommodate the 

upward correction forecast for the remainder of public expenditure, in particular, the 

likelihood of a more unfavourable impact totalling 749 M€ from the temporary measure that 

is the Novo Banco capital injection.  

Table 5 - Forecast update for 2019 (in M€) 

 
Source: MF. CFP calculations. Source: MF. Note: one-offs correspond to those considered by MF in 

SB/2019 and SP/2019. 

Total revenue 87 176 87 714 537 90 721 196 337 533 91 255

Current revenue 85 886 86 854 968 89 400 0 603 603 90 004

Tax revenue 51 066 51 864 798 52 553 0 625 625 53 178

Indirect taxes 30 460 30 873 414 31 782 0 112 112 31 894

Direct taxes 20 606 20 991 385 20 771 0 513 513 21 283

Social Security contributions 23 747 23 801 54 24 722 0 110 110 24 831

Sales & other current revenue 11 074 11 189 116 12 126 0 -131 -131 11 995

Sales 6 893 6 982 89 7 254 0 -65 -65 7 189

Other current revenue 4 180 4 207 27 4 872 0 -66 -66 4 806

Capital Revenue 1 290 860 -430 1 321 196 -266 -70 1 251

Total expenditure 88 633 88 627 -6 91 130 609 -155 454 91 585

Primary Expenditure 81 665 81 671 6 84 263 609 -109 500 84 763

Primary current Expenditure 75 443 75 217 -226 77 932 0 67 67 78 000

Intermediate Consumption 10 800 10 930 130 10 983 0 281 281 11 264

Compensation of employees 21 856 21 765 -92 22 545 0 -95 -95 22 450

Social transfers 36 991 36 750 -242 38 419 0 -178 -178 38 241

Subsidies 951 797 -153 1 071 0 -260 -260 810

Other current expenditure 4 844 4 975 131 4 915 0 319 319 5 234

Capital Expenditure 6 222 6 454 232 6 331 609 -176 433 6 764

Gross Fixed Capital Formation 4 144 3 965 -179 4 853 0 -472 -472 4 382

Other capital expenditure 2 078 2 489 411 1 477 609 295 904 2 382

Interest paid 6 968 6 956 -13 6 867 0 -46 -46 6 821

Budget balance -1 457 -913 544 -409 -413 492 79 -330

% of GDP -0.7 -0.5 0.3 -0.2 - -0.2

Primary balance 5 512 6 043 531 6 458 -413 446 33 6 491

Nominal GDP 201 952 201 606 -346 209 322 -840 208 482

Total review 

(7)=(8)-(4)

Deviation 

(3)=(2)-(1)

2019

 (SB/2019)  

(4)

2019 Forecast review2018

SB/2019

 (1)

EDP March 19 

(2) 

One-off

 (5)

Oth. effects 

(excluding 

one-off) 

 (6) =(7)-(5)

2019

 (SP/2019) 

(8)



Analysis of the Stability Programme 2019-2023   Portuguese Public Finance Report | 14 

The revenue forecast incorporates an upward revision in 2019, driven by an improved 

performance last year, compared to the estimate. However, that revision does not reflect 

the whole of the favourable deviation in tax revenue obtained in 2018 (Table 5).16 Sales and 

“other current revenue” were revised downwards in SP/2019, even though in the previous 

year they had exceeded the MF estimate of last October. In its turn, the downward revision 

in capital revenue forecast for 2019 was much smaller than the deviation recorded in 2018 

because both of them are influenced by the deferring to that year of receipt of the 

outstanding sum of the temporary measure relating to the recovery of the BPP guarantee 

(196 M€). 

The path forecast in SP/2019 also reflects an upward correction to public expenditure 

in 2019. Although the previous year public expenditure was generally in line with the MF 

estimate, this aggregate has been revised upwards due mainly to the expectation of a more 

unfavourable impact from the temporary measure relating to the Novo Banco capital 

injection (1 149 M€ rather than the 400 M€ forecast in SB/2019), reflected in the “other capital 

expenditure” account. While the GFCF forecast for 2019 has been corrected downwards by a 

sum greater than double the deviation seen in 2018 (Table 5), which partially offsets the 

increase in the forecast for other capital expenditure, as a result of the increased spending 

on Novo Banco. As regards current primary expenditure, note that the upward corrections to 

the intermediate consumption and “other current expenditure” forecasts are greater than the 

deviation from the MF estimate for 2018. There is also a downward revision in the forecast 

for spending on social transfers and subsidies. 

In the absence of new policy measures, the weight of GG revenue in GDP will fall from 

2018 to 2023. This decrease will stem from growth in nominal GDP (18.8%) that is higher 

than the projected growth in GG revenue (17.3%). In nominal terms, from 2018 to 2023, the 

MF foresees growth of 15 209 M€ in total GG revenue, with tax revenue explaining around 

half of that increase and the revenue from social contributions accounting for around a third. 

The growth in tax revenue is mainly sustained by the performance of indirect taxes (62.1%), 

while contribution revenue will grow, almost exclusively, due to the performance of actual 

social contributions (93.6%). As for non-tax and non-contribution revenue, from 2018 to 

2023, its growth should come from changes to sales and “other current revenue” which, as a 

whole, account for 84.5% of the increase in this account. 

                                                   
16 Although revenue from indirect taxes was 414 M€ higher than the MF estimate for 2018 (included in SB/2019), 

this revenue has been revised upwards by just 112 M€ in SP/2019.  
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Chart 7 – Projection of non-adjusted revenue and expenditure in the no-policy-change scenario (% of 

GDP) 

 

Source: INE and MF. CFP calculations. | Note: Revenue and expenditure figures are 

approximate values.  

Revenue from taxes and contribution17 should grow at a slightly lower rate than the 

change in nominal GDP the MF expects to see over the projection time horizon. Over 

the five years covered by SP/2019, the elasticity of revenue from taxes and contributions 

versus nominal output is close to, but below, one, which indicates that revenue should see 

slightly lower growth than the economy (Table 6). Individually the MF projects that the growth 

in actual social contributions will be slightly higher than the growth in earnings and in 

nominal GDP, while direct and indirect taxes should record lower growth than both the 

economy and, in the case of indirect taxes, the outlook of nominal private consumption  

Table 6 – Elasticities underlying the SP/2019 projections, no-policy-change scenario (%) 

Source: MF and CFP calculations. | Note: Indirect taxes, direct taxes and actual social contributions are adjusted from policy 

measures, temporary measures, one-off measures and special factors. 

Under the no-policy-change scenario, nominal GDP growth is greater than expenditure, 

which provides for a steady decrease in the public expenditure ratio from 2020. Whilst 

the MF scenario expects expenditure to rise (14.2%), such increase is less than the one 

projected for nominal GDP (18.8%), which provides for a decrease in the expenditure ratio of 

                                                   
17 Excluding imputed social contributions. 

2019 2020 2021 2022 2023

Tax Revenue and actual social contributions/GDP elasticity 1.0 0.8 0.9 0.8 0.9

Indirect taxes/GDP elasticity 0.9 0.8 0.8 0.8 0.8

Direct taxes/GDP elasticity 1.0 0.7 0.8 0.7 0.7

Actual social contributions/GDP elasticity 1.2 1.1 1.1 1.1 1.1

Indirect taxes/private consumption elasticity 0.9 0.8 0.8 0.8 0.8

Actual social contributions/compensation of employees elasticity 1.2 1.1 1.0 1.1 1.1
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1.7 p.p. of GDP by 2023. This decrease, which results from the difference between the growth 

rates of expenditure and nominal GDP, arises in all years of the projection time horizon, and 

is largest from 2020 to 2022, due to the lower expenditure growth rates in those years. 

In the absence of policy measures, the main contribution to the decrease in the weight 

of public expenditure in GDP up to 2023 comes from the reduced weight of interest 

and “other capital expenditure” (both down -0.8 p.p. of GDP). This contribution exceeds 

that of the compensation of employees and social transfers (-0.5 p.p. and -0.4 p.p. of GDP, 

respectively). Since the remaining primary expenditure aggregates will grow more than 

nominal GDP, they contribute to a higher expenditure ratio, in particular in terms of 

investment expenditure. Up to 2023 GFCF is projected to increase by 0.7 p.p. of GDP, which 

corresponds to a nominal increase of 60%. 

3.1.2 Scenario with measures 

According to the medium-term budgetary forecast under the policy measures scenario, 

the nominal balance development still depends upon the large contribution from 

revenue from taxes and contributions, which is greater than the forecast increases in 

less elastic components of public expenditure. From 2018-2023, the nominal 

improvement in the balance forecast by the MF will depend on revenue, particularly revenue 

from taxes and contributions which will account for over four-fifths of the nominal increase 

in revenue (16 979 M€) over that period. Revenue from taxes and social contributions will be 

sufficient to ensure not only the increase in the less elastic components of public expenditure 

(compensation of employees and social transfers; + 9 443 M€), but also the rise in investment 

(2 378M€) and half of the forecast increase in intermediate consumption (957 M€ out of 1 

913 M€). The MF foresees almost 90% of the other half of the expected increase in this 

expenditure being covered by the reduced spending on debt interest and “Other 

expenditure”, with the remainder being absorbed by the estimated rise in non-tax and non-

contribution revenue.  

Chart 8 – Contribution of revenue and expenditure to the change of the balance between 2018-2023 

(in M €)  

 
Source: MF and INE. CFP calculations. | Notes: * Excluding the impact of CGD recapitalisation; A positive / negative 

sign corresponds to a positive / negative contribution of a given component of revenue or expenditure to the 

improvement / deterioration of the budget balance. RNFNC -: Non-tax and non-contributory revenue, including sales, 
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"Other current revenue" and capital revenue; Other expenditure includes "Other current expenditure", subsidies and 

"Other capital expenditure".   

Looking at the period common to both stability programmes (2018-2022), we find the 

nominal improvement in the balance is now less than forecast in SP/2018 (down 1 326 

M€). This slowdown is driven by a larger nominal increase in public expenditure (+2 168 M€ 

versus the forecast in SP/2018), that exceeds the MF revision of revenue (+842 M€; Chart 9). 

The greater volume of spending now expected in the less elastic components of public 

expenditure (Compensation of employees +1 007 M€, social transfers +836 M€) explains 

around 60% of the rise in primary expenditure, with the rest coming from intermediate 

consumption (+662 M€) and “other expenditure”(+763 M€), where the increase is partially 

offset by the lower expenditure on investment and debt interest as the forecast is 872 M€ 

down on the SP/2018 figure. 

Chart 9 – Comparison of revenue and expenditure contributions to the budget balance 

improvement between 2018-2022 in SP/2018 and SP/2019 (M€) 

Revenue contribution  Expenditure contribution 

  

  
Source: INE, MF. CFP calculations. | Note: The figures correspond to the change of revenue / expenditure aggregates and 

their components in the years 2018 to 2022. This change is obtained by the difference between those aggregates between 

the years 2017 and 2022, excluding the impact of CGD's recapitalization in 2017. RNFNC - Non-tax and non-tax revenue, 

including sales, "Other current revenue" and capital income; Other expenses include "Other current expenditure", subsidies 

and "Other capital expenditure".  

3.1.2.1 Revenue and expenditure 

 

Adding in the impact of the MF planned measures, the relative weights of revenue and 

expenditure in GDP should fall by the end of the forecast time horizon. Under the MF 

forecast, from 2018 to 2023 the weight of expenditure will fall further (-1.6 p.p. of GDP) than 

the expected drop in the weight of nominal revenue (-0.5 p.p. of GDP). This fiscal adjustment 

of 1.1 p.p. of GDP will lead to a budget balance of 0.7% of GDP in the last two years of the 

MF forecast. Note that the decline in the weight of expenditure and revenue in nominal GDP 

comes not from a nominal decrease in those items but from growth in nominal output 

(18.9%) being higher than both the forecast change in expenditure (14.5%) and the change 

in total GG revenue (17.6%) from 2018 to 2023.  

REVENUE
Tax 

revenue

Contribuições 

sociais

Non tax and non 

contributory 

revenue

EXPENDITURE
Social 

Benefits
GCFF

Compensation 

of employees

Intermediate 

Consumption

Other 

expenditure
interests

(1) SP 2019 16 979 9 218 5 174 2 588 13 596 2 960 6 222 1 838 2 470 1 252 -1 146

(2) SP 2018 16 137 8 455 4 933 2 750 11 428 1 953 5 384 1 175 2 702 489 -274

Dif. (1) - (2) 842 763 241 -162 2 168 1 007 838 662 -232 763 -872

Revenue contribution Expenditure Contribution
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Chart 10 – Forecast of non-adjusted revenue and expenditure, with policy measures (% of GDP) 

 

Source: INE and MF. CFP calculations. | Note: Revenue and expenditure figures are approximate values. 

From 2018 to the end of the forecast time horizon GG the weight of revenue is expected 

to decline by 0.5 p.p. of GDP. This decrease will be due solely to the drop in the weight of 

revenue from taxes and contributions (-0.6 p.p. of GDP) and above all, the decline in the 

relative weight of tax revenue (-0.8 p.p. of GDP). Conversely, the weight of non-tax and non-

contribution revenue will go from 6% of GDP in 2018 to 6.1% of GDP in 2023 due to the 

increased weights of “other current revenue” (+0.1 p.p. of GDP) and capital revenue (+0.1 p.p. 

of GDP). In 2023, the weight of capital revenue is positively influenced by the considerable 

increase in this account in the first two years of the forecast (2019 and 2020), which is 

explained in part by the forecast rise in revenue from European funds associated with 

investments that are underway or at the awarding stage (according to information provided 

by the MF). Similarly, other current revenue, net of the impact of the increase in dividends in 

2019, should benefit from higher growth than that forecast for nominal GDP that year, which 

means its weight will rise to 2.3% of GDP in 2019. Although its rate of growth will be less than 

that of nominal GDP from 2020 onwards, it is expected that in 2023 its relative weight in 

output will still be slightly higher than in 2018 (2.2% in 2023 vs. 2.1% of GDP in 2018). 

 

Under the MF forecast, the tax burden will fall slightly from 2018 to 2023. By the end of 

the forecast time horizon, the MF expects the tax burden to fall 0.4 p.p. of GDP, after reaching 

35.2% of nominal GDP in 2018, the highest figure since 1995 (Chart 11). This decrease will 

stem solely from the decline in the weight of tax revenue, which should go from 25.7% of 

GDP in 2018 to 24.9% of GDP in 2023, as a result of the forecast performance of both direct 

taxes and indirect taxes. The decrease in the weight of direct taxes in GDP (9.9% in 2023 vs. 

10.4 % in 2018) is based on this item elasticity versus nominal GDP being less than one over 

almost the entire time horizon; on top of this there is a new, as yet, unspecified PIT measure 

(-200 M€) to be introduced in 2021. As for indirect taxes, and despite the forecast revision of 

tax benefits that will have an impact of +90 M€/year on revenue from 2020 to 2022, their 

weight should go from 15.3% of GDP in 2018 to 15% of GDP in 2023. In regard to actual 

social contributions, their weight should increase by 0.4 p.p. of GDP up to 2023, due to the 
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growth in this account (24.4%) being higher than that forecast for nominal GDP (17.6%) over 

the period in question, reflecting, in part, the increased revenue from the unfreezing of civil 

service career progressions.  

 

Chart 11 – Tax burden (in % of GDP) 

 
Source: INE and MF. CFP calculations. Note: The total tax burden in % of GDP may 

not correspond to the sum of its components because the figures are 

approximate values. 

SP/2019 estimates a smaller decrease in the weight of public expenditure in GDP than 

predicted in the previous SP. In the Stability Programme published in 2018, it was projected 

that from 2020 onwards, the weight of public expenditure would be the lowest since 1995 

(42.2% of GDP)18, and record a cumulative decrease of 4.5 p.p. of GDP up to 2022. However, 

SP/2019 expects such weight (42.4% of GDP) only to be reached in 2023, which represents a 

cumulative decrease of 1.6 p.p. of GDP compared to the figure for 2018 (44% of GDP). The 

MF expects that ratio to fall slightly to 43.9% of GDP in 2019, before the rate of decrease 

accelerates to -0.6 p.p. of GDP in 2020. That rate will then be -0.4 p.p. of GDP up to 2022 and 

then slip in the final year of the time horizon in question to -0.3 p.p. of GDP. 

The estimated decrease in the public expenditure ratio flows from the contributions of 

both primary expenditure and interest. Primary expenditure contribution to the decrease 

in the weight of public expenditure in GDP forecast in SP/2019 is equal to that of interest, 

albeit slightly higher. The MF expects primary expenditure to experience lower growth than 

GDP over the period, except in 2019, which means the weight of this aggregate will drop by 

0.8 p.p. of GDP up to 2023, despite a nominal increase of around 13 400 M€. This reflects a 

larger contribution from current primary expenditure (-0.7 p.p. of GDP) than from capital 

expenditure (-0.1 p.p. of GDP). 

The decline in the weight of current primary expenditure in GDP is mainly explained by 

the less elastic components of public expenditure. The MF foresees compensation of 

employees and social transfers, which represent around two-thirds of public expenditure in 

                                                   
18 According to the comparable data (SEC 2010) in national accounts available since 1995 for general government, 

the previous record low was recorded in 1997 (42.4% of GDP). 

https://www.cfp.pt/en/data/statistical-data/annual
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2018 (equal to 29.0% of GDP) will contribute to the decrease in expenditure up to 2023 (-0.4 

and -0.2 p.p. of GDP, respectively). In comparison, in this scenario intermediate consumption 

accounts for a 0.1 p.p. of GDP decrease over the same period, while the relative weights of 

the remaining items of current primary expenditure remain stable. Nonetheless,  

nominal increases in all these components are forecast up to 2023, in particular in 

compensation of employees and social transfers, although they will be accommodated by 

the larger growth forecast for GDP over the entire period.19 

The downward path of compensation of employees and social transfers as a percentage 

of GDP is less steep than in SP/2018. The difference stands at 1.0 p.p. of GDP from 2019 to 

2022, the period common to both Stability Programmes. The difference is due to the 

cumulative effects of the policy measures the MF already takes into consideration in the no-

policy-change scenario,20 given that the new measures now forecast have a smaller fiscal 

impact. In the case of compensation of employees, SP/2019 foresees expenditure in 2022 to 

be 0.5 p.p. of GDP up on that forecast in SP/2018 (1 037 M€) – see Box 2. As for social 

transfers, the difference in the same year is 0.4 p.p. of GDP (or 869 M€, of which 531 M€ relate 

to social transfers in kind).21 

Box 2 – MF forecasts for compensation of employees and civil servants’ career unfreezing 

This Box takes a look at the successive Ministry of Finance forecasts for compensation of general government 

employees from 2017-2023, and places special emphasis on the forecast impact of the measure relating to the 

unfreezing of civil servants’ career. It is effectively an updating of Box 2 contained in CFP Report no. 13/2018. 

 

In SP/2017, delivered in April 2017, the MF forecasts indicated that compensation of GG employees would stand at 21 

165 M€ that year. That forecast was revised upwards under SB/2018 (+244 M€). According to the figures collected by 

the INE, compensation of employees totalled 21 299 M€ in 2017, a sum lower than the estimate in SB/2018 (-110 M€) 

and higher than the forecast in SP/2017 (+134 M€). 

 

The MF forecast for compensation of employees in 2018 has been revised on a number of occasions. The figure in 

SB/2018 was up 126 M€ on that in SP/2017. Subsequently, under SP/2018, the MF forecast was increased by a further 

225 M€ compared to the sum approved in SB/2018. While in SB/2019 the MF predicted compensation of employees 

would total 21 856 M€ in 2018, that is to say, 135 M€ higher than in SP/2018. According to the provisional figures 

published by the INE, compensation of employees stood at 21 765 M€ in 2018. That is a higher figure than forecast in 

SP/2017 (+394 M€), generally in line with that forecast in SP/2018, but below that estimated in October 2018 when 

SB/2019 was published.  

 

The MF forecasts for 2019 were revised upwards in SP/2018 (+536 M€) and in SB/2019 (+433 M€) but revised 

downwards (-95 M€) in SP/2019. 

 

For 2020 to 2022, SP/2019 undertakes a substantial upward revision of the SP/2018 forecast: +660 M€ in 2020, + 858 

M€ in 2021 and +1 037 M€ in 2022. According to the Ministry of Finance most revisions stem from the increase in the 

forecast impact of measures approved in previous years, reflected in the baseline scenario, but attention is also drawn 

to the impact of the new measure aimed at mitigating the seven-year freeze on career progressions in specialist fields. 

Under SP/2019, the respective cumulative impact will be 40 M€ in 2019, 139 M€ in 2020 and 241 M€ per year from 

2021 

 

                                                   
19 A number of policy measures contributed to the increases in compensation of employees and social transfers of 

3 100 M€ and 6 300 M€, respectively, from 2019 to 2023, including, in particular, career progressions and 

promotions, and measures increasing social transfers in 2019 that have a carry-over effect in later years 
20 See Table A1.6 of SP/2019, p. 42. 

21 Which include measures supporting the reduction in public transport fares (travel passes) and the free issue of 

school books in state basic and secondary schools. 

https://www.cfp.pt/en/publications/state-budget/analysis-of-the-draft-state-budget-for-2019
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Table 7 - MF forecasts for compensation of employees (M€) 

  
                    Source: Ministry of Finance and INE (Outturn). 

 

When forecasting compensation of employees, special relevance is given to the estimate of the impact of the 

unfreezing of civil servants’ career progressions. This measure – which seeks to eliminate the freeze introduced by 

successive SB Laws from 2011 to 2017 – appeared for the first time in SP/2017 and the cumulative impact from 2018-

2021 was thought to be 992 M€.  

 

This fiscal policy measure was enacted in SB/2018 (Law no. 114/2017 of 29 December). Under article 18 of that law, 

from 1 January 2018 wage rises from compulsory changes to wage scales, career progressions and changes in level or 

class, as well as promotions, appointments or changes in category or post were authorised. Paragraph 8 of article 18 

stated that the increase would be phased over two years, as follows: in 2018, 25% on 1 January and 50% on 1 

September; in 2019, 75% on 1 May and 100% on 1 December. According to the information provided by the MF, the 

gross impact of compensation of employees in 2018 would be 353 M€, that is 105 M€ more than forecast in SP/2017. 

The same forecast for 2018 was retained in SP/2018, although this document predicted an accumulated impact of 1 

040 M€ from 2018-2020, and gave no indication of any impact at the end of that programme time horizon (2021 and 

2022).  

 

On 5 September 2018, following the seventh meeting with trade union representatives, the MF made an announcement 

(only in Portuguese) which pointed to a smaller impact in 2018 (-58 M€) and a larger one in 2019 (+152 M€), compared 

to five months earlier. According to the information provided by the MF when DSB/2019 was being analysed, the 

forecast gross impact of the unfreezing of career progressions would now be 481 M€ in 2019. However, the forecast 

made in SP/2019 suggests the impact that year will be 540 M€, that is to say, a figure relatively similar to the one 

included in the MF communiqué. 

 

For 2020, SP/2019 projects an impact on compensation of employees of 527 M€, that is, 230 M€ up on the figure in 

SP/2018 (of which 139 M€ flows from the new measure aimed at mitigating the effect of the unfreezing of careers in 

specialist fields). SP/2019 points to an accumulated impact of the unfreezing of career progressions totalling 2 263 M€ 

from 2018-2023, of which 723 M€ are due to the new mitigation measure.  

 

Table 8 - MF forecasts for the gross impact of civil servants’ career unfreezing on the Y-o-Y change 

of compensation of employees (M€) 

  
                            Source: Ministry of Finance. | Note: * published in the 5th of September of 2018. 

 

These successive revisions lead to instability which compromises the quality of the compensation of employees 

forecast, one of the least elastic items and one that carries great weight in public expenditure, whose forecast should 

be reliable.  

 

In this context it is essential to implement effective human resource management systems. The DSB/2019 report states 

that from 2019 a new State organisation information system will be available (SIOE+), that consists of an improved 

version of the centralised platform for collecting information on public sector bodies and departments and their human 

resources. It is hoped that this new platform will introduce essential improvements to the process of collecting and 

uploading data and provide a more effective tool for devising public policy.  

 

The quality of the wage rise control mechanism is key to improving future forecasts for compensation of GG employees, 

since even after the phased payment relating to the unfreezing of career progressions civil servants will continue to be 

promoted whenever they meet the criteria 

. 

 

 

Document Date 2017 2018 2019 2020 2021 2022 2023

SP/2017 apr/17 21 165 21 371 21 575 21 823 22 070

SB/2018 oct/17 21 409 21 497

SP/2018 apr/18 21 721 22 111 22 408 22 812 23 222

SB/2019 oct/18 21 856 22 545

SP/2019 apr/19 22 450 23 068 23 669 24 259 24 863

Outturn 21 299 21 765

Document Date 2018 2019 2020 2021 2022 2023

SP/2017 apr/17 248 248 248 248

SB/2018 oct/17 353

SP/2018 apr/18 353 390 297

MF press release* sep/18 295 542

SB/2019 oct/18 481

SP/2019 apr/19 295 540 527 395 206 300

https://www.portugal.gov.pt/download-ficheiros/ficheiro.aspx?v=1d195c8e-0095-4212-960f-3f80aa480c6f
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The decrease in the weight of capital expenditure reflects the expected reduction in 

“other capital expenditure”, despite the increase in the weight of public investment in 

GDP up to 2023 forecast in SP/2019. The path of “other capital expenditure” is strongly 

influenced by the time profile used in SP/2019 in regard to the triggering of the Novo Banco 

contingent capitalisation mechanism. According to the MF, the fiscal impact of the 

recapitalising of that financial institution will be increasingly smaller from 2019 onwards, and 

will cease to exist in 2022 (Table 14), with the total amount used being 2 941 M€, around 75% 

of the maximum sum available (3 890 M€). The difference (949 M€) corresponds to the 

quantifying of the upside risk to public expenditure (point 3.3.) As regards investment, the 

MF expects its ratio to GDP to rise from 2.0% in 2018 to 2.6% in 2023, on the basis of the 

annual growth rates for GFCF being consistently higher than those of output, especially in 

2020, and then falling in later years.22  

Under SP/2019 interest will continue to contribute to the decrease in public 

expenditure, and the weight of these charges in GDP is expected to fall until 2021, and 

then remain stable until the end of the forecast time horizon. The decrease in the interest 

to GDP ratio totals 0.8 p.p. of GDP from 2018 to 2023. The average decrease is 0.2 p.p. per 

year from 2019 to 2021, slipping to 0.1 p.p. of GDP in 2022, and having practically no impact 

in 2023, when a nominal increase in spending on interest is expected. According to SP/2019, 

this development stems from the improved financing terms obtained by the country, which 

have a positive impact on the early years of the forecast time horizon, and from the likelihood 

of a rise in interest rates at the end of SP/2019. 

3.1.2.2 Fiscal policy measures 

The new policy measures, in net terms, make a marginal contribution to the 

improvement in the budget balance from 2019 to 2023. The MF estimate indicates the 

overall effect of the measures planned for 2020 to 2023 only explains a 66 M€ improvement 

in the balance (Chart 12 and Table 15 below). Therefore, almost all the adjustment required 

to ensure compliance with the overall balance path (excluding the effect of temporary and 

one-off measures) forecast in SP/2019 is provided by the dynamics of the budget variables, 

which reflects the macroeconomic outlook, as well as the effects of policies adopted in 

previous years. 

  

                                                   
22 Under SP/2019 (p. 4 et seq.), around one fifth of the expected change in GG investment will come from the so-

called structural investment projects (where the sums involved exceed 10 M€) while the remaining four-fifths will 

come from unspecified “other investments in course or new investments”. Under this scenario it is expected that 

the use of European funds to the benefit of GG bodies will reach a maximum in 2022, which will contribute to a 

slowdown in GFCF in 2023. 
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Chart 12 – From a 2019 deficit to a 2023 surplus (in M€)  

 

Source: MF. CFP calculations. | Note: The “Macroeconomic and Fiscal Dynamics” effect includes the direct effect of the 

macroeconomic variables as well as the impacts of discretionary Government actions, in particular those stemming from 

the use of public expenditure management and control instruments. “Other effects” include the measures’ 2nd order 

effects. For greater detail on the policy measures see Table 15 below. The totals may not necessarily match the sum of 

the individual items as a percentage of GDP due to rounding. 

The minor contribution of new policy measures to the budget balance is explained by 

different effects. Items having a negative effect on the budget balance are, on the one hand, 

the expected loss of revenue due to the cuts in PIT rates (-200 M€) and, on the other, the 

increase in compensation of employees due to the unfreezing of career progressions (+200 

M€) and unspecified increases in spending on social transfers (+360 M€). In their turn, the 

effects of career progressions, promotions and wage rises on revenue from PIT and social 

contributions (30 M€ and 77 M€, respectively), the measure relating to the revising of tax 

benefits, which increase revenue from indirect taxes (270 M€) and the expenditure review 

whose impact should lead to a decrease in intermediate consumption expenditure, social 

transfers and “other current expenditure” (by 200 M€, 90 M€ and 160 M€, respectively) 

contribute to improve the budget balance. 

Chart 13  – New policy measures underlying SP/2018 | Net effect 

Distribuição do impacto anual das medidas (M€) Contributo para o saldo em termos acumulados (M€) 

 

 

Source: MF. CFP calculations. | Note: Details of the impact of the measures are given in Table 15 below. In the chart in the 

right-hand panel the bars represent contributions to the improvement in the balance, from both revenue and expenditure. 

The effect of the measures on the expenditure side is net of the effects on the revenue side. 

The forecast net impact of the new policy measures on the budget balance still depends 

on the targets set for unspecified measures. As stated in previous analyses of Stability 

Programmes, some of the new policy measures announced are not sufficiently detailed, which 

increases the degree of uncertainty as to the fulfilment of the forecast. The positive impact 
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on the balance is explained by the measures relating to the expenditure revision and the 

increase in revenue from the revising of tax benefits. As for the former, despite the containing 

of intermediate consumption and “other current expenditure” recorded in recent years, no 

information is available to assess the efficiency gains achieved in the past against those 

expected by the MF. The lack of that information brings uncertainty about the level of savings 

the MF expects to achieve (450 M€). These savings prove to be especially important as a 

means of offsetting the increased spending resulting from the unspecified policy measure 

relating to social transfers (360 M€). 

3.1.3 Consistency between scenarios, with and without policy measures 

The budget balance development put forward by the MF in SP/2019 is consistent with 

the macroeconomic outlook and the forecast effect of the fiscal policy measures. 

Assuming the MF budget forecast for 2019 comes true, on the basis of the policy measures 

and other implicit effects, for the years 2020 to 2023, comparing the no-policy-change 

scenario with the policy-change scenario23 reveals a budget forecast for revenue and 

expenditure that is generally in line with the impact of the policy measures on the baseline 

scenario (Table 9). Thus, the budget forecast for the balance indicates a residual difference in 

2023 to the sum of -0.1 p.p. of GDP, i.e., a deterioration compared to the forecast resulting 

from the impact of the policy measures on the baseline scenario. Expenditure explains this 

difference which is centred in intermediate consumption and compensation of employees, 

where the MF forecasts a greater increase in expenditure than identified in the policy 

measures and the annual change in both these budget variables in line with their 

macroeconomic index. 

Table 9 – Cumulative “Other effects” in the GG account  

 
Source: MF. CFP calculations. | Note: The figures shown are non-adjusted 

(influenced by temporary and one-off measures) and were calculated 

using the following formula: Difference between the SP/2019 forecasts 

for the policy-change scenario and those that result from the impact of 

the policy measures on the baseline scenario (no-policy-change). 

3.2 PUBLIC DEBT DEVELOPMENTS 

SP/2019 predicts the public debt ratio will fall, although more gradually than in the 

Programme published in 2018. Although the debt ratio at the end of 2018 stood at 121.5% 

of GDP – down 0.7 p.p. on the SP/2018 forecast – from 2020, the latest document foresees a 

slightly higher debt path over the period common to both programmes (Chart 14). Thus, in 

                                                   
23 Which includes the impact of policy measures. 

2020 2021 2022 2023

Absolute figures (M€)
Tota l  Revenue 48 97 103 21

Tota l  Expenditure 38 66 55 184

Budget ba lance 10 31 48 -162

In % of GDP
Tota l  Revenue 0.0 0.0 0.0 0.0

Tota l  Expenditure 0.0 0.0 0.0 0.1

Budget ba lance 0.0 0.0 0.0 -0.1

Millions euros



Portuguese Public Finance Report   Analysis of the Stability Programme 2019-2023 | 25 

2022, SP/2019 forecasts debt equal to 103.7% of GDP, in comparison to the 102% stated in 

SP/2018 for the same year. In the period common to both documents, the current forecast 

of a decrease in the debt ratio is still sustained, mainly by the favourable contribution from 

the primary balance (-16.6 p.p.), although to a lesser degree than previously forecast (-18.8 

p.p., Chart 15). The dynamic effect accounts for 4.7 p.p. of the debt reduction (4.9 p.p. in 

SP/2018). This is similar to the path projected since 2015 (a cumulative decrease in the debt 

ratio of between 18.5 p.p. and 23 p.p.) for the five-year forecast in the budgetary planning 

documents (see right-hand panel of Chart 14). 

 

Chart 14  – Change in debt forecast in the budgetary planning documents 

Public debt forecasts in SP/2018 and SP/2019 

(% do PIB) 

Previsões e execução de dívida pública  

(% do PIB) 

 

 

Fonte: MF e BdP.  

The primary balance path explains over three-quarters of the decrease in the public 

debt ratio from 2018 to 2023. The MF predicts that the main contribution to the decrease 

in debt will come from the primary surplus (17 p.p.), followed by the similarly favourable 

dynamic effect (4.7 p.p. of GDP), which reflects the fact that nominal GDP growth more than 

offsets unfavourable impact of interest on the debt ratio (Chart 15). The MF also identifies 

the stock-flow adjustment, although its contribution is marginal (-0.2 p.p. of GDP).  
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Chart 15  – Contributions to the change in public debt from 2018-2023 (% of GDP)  

Contribution to the change in public debt in 

20192019 

(% do PIB) 

Change in the public debt ratio and contributions 

2018-2022 

(accumulated, as p.p. of GDP) 

 

 

Source: MF and BdP. CFP calculations. | Notes: *Dynamic effect” combines the interest effect (that has a positive impact as 

it increases the ratio) and the growth effect (that has a negative impact as it reduces the ratio). “P” stands for “Forecast”. 
The change in the public debt ratio from 2018 to 2022 corresponds to the change in debt stock from 2017 to 2022. 

However, throughout the programme time horizon, significant annual variations in the 

stock-flow adjustment are forecast. The difference between the deficit and the change in 

debt has an unfavourable impact in the first two years of the forecast (2 000 M€ and 1 900 

M€, respectively), which is inverted in 2021 and 2022 (-5 000 M€ over the 2 years). In 2023, 

the stock-flow adjustment will again be positive, but at a lower level (400 M€). In 2019 and 

2020 there is an increased purchase of shares and other securities, which include the use of 

National and European Resolution Fund lines of credit. In 2019, this increase is accompanied 

by a decrease in other assets/other net acquisitions made by the State, while in 2020 cash 

and bank deposits are expected to rise, leading to a stock-flow adjustment of 1 p.p. and 0.9 

p.p. of GDP, respectively. Cash and bank deposits will move in the opposite direction in 2021 

and 2022, as a result of the use of deposits (3 500 M€ and 2 500 M€, respectively) in order to 

repay medium- and long-term securities that mature in 2021 and 202224. Thus, the stock-flow 

adjustment stands at -1.3 p.p. and -0.9 p.p. of GDP in those years, respectively, before 

becoming positive again in 2023, although only marginally (0.1 p.p. of GDP). That year 

deposits are not expected to increase; however, a Treasury Bond worth 12 000 M€ falls due 

(and two others worth 12 700 and 12 600 M€ mature in 2024 and 2025, respectively). 

At the end of the forecast time horizon significant repayments of medium- and long-

term debt are expected, namely from 2021 onwards. While the level of debt that matures 

in 1-2 years has remained unchanged since the end of 2018, debt maturing within 3 years 

stood at 16 000 M€ at the end of 2018, compared to 10 000 M€ at the end of 2017 (Chart 

16). The value of the instruments to be repaid in 4-5-years’ time is lower than it was at the 

end of 2017, while that of those that mature within 6-10 years has risen by 4 000 M€ (68 000 

M€ at the end of 2017 compared to 72 000 M€ at the end of 2018). 

                                                   
24 Medium- and long-term securities that fall due from 2021-2023 are: in 2021, the 3.85% 15 Apr 2021 Treasury 

Bond, a Medium-term Note and three Floating Rate Treasury Bonds (totalling 15 600 M€); in 2022, the 2.2% 17 Oct 

2022 Treasury Bond and three Floating Rate Treasury Bonds (totalling 14 900 M€) and iii) in 2023, the 4.95% 25 Oct 

2023 Treasury Bond (12 100 M€). 
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Chart 16 – Medium- and long-term debt repayments and implicit interest rate  

Repayments of direct State debt, by number of years 

to maturity 

(mil M€) 

Forecasts for the implicit public debt interest rate 

(%) 

 

 

Source: IGCP, MF, EC Fiscal Sustainability Report and IMF. CFP calculations. 

The MF continues to predict nominal debt reduction from 2021. The accumulated 

decrease from 2021 to 2023 (9 900 M€) more than offsets the forecast increase of 3 600 M€ 

in 2019 and 2020 combined (Chart 15). Throughout the Programme’s time horizon, the total 

decrease is forecast to be 6 300 M€, which compares with the 5 900 M€ reduction forecast in 

SP/2018.  

SP/2019 foresees an implicit debt interest rate in line with the other official institutions’ 

projections and forecasts. The MF debt forecast is based on an implicit debt interest rate 

that follows a downward path from 2019 to 2022 (from 2.9% to 2.6%), before rising 0.1 p.p. 

in 2023 to 2.7% (Chart 16). This forecast is higher than the forecast in the EC’s Fiscal 

Sustainability Report 2018 (January 2019, 2.8%) and the IMF’s World Economic Outlook (April 

2019, 2.7%) in 2019, and 1 p.p. lower in 2020 and 2021, (2.7% and 2.6% for the MF, 

respectively, compared to 2.8% and 2.7% for the international institutions). In 2022 and 2023 

the MF forecast is identical to the EC’s. Attention is also drawn to the EC’s forecast of a rise 

in the implicit interest rate in 2025 to 3.4%. The downward path forecast by the MF is founded 

on the expectation that the interest rate applying to new Treasury Bond issues in 2019 to 

2023 will be lower than the average interest rate of the Treasury Bonds to be repaid during 

the same period (4.1%). According to the MF the ratio of expenditure with interest should 

follow a downward trend, going from 3.5% of GDP in 2019 to 2.7% in 2023, driven largely by 

the decline in debt stock as a percentage of GDP forecast by the MF, and by the aforesaid 

decrease in the implicit interest rate.  

3.3 RISKS IN BUDGETING AND FORECASTING  

 

As regards budget risks, the change in the budget balance depends, on the one hand, 

on the fulfilment of the revenue forecast, and, on the other hand, on the ability to 

implement the policy measures that contain expenditure growth. The change in revenue 

is subject to the risks underlying the macroeconomic forecasts that the CFP mentioned  in its 
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Opinion 1/2019 of 15 April. A more unfavourable macroeconomic scenario would impact the 

public finance path and have a negative effect on the budget balance and public debt.25   

As for expenditure, the contribution of savings from the nominal freezing of intermediate 

consumption and “other current expenditure” to the forecast decrease in public expenditure 

is stressed. The effect of these measures is relevant, since the ability to mitigate the impact 

of the measures expanding less elastic expenditure foreseen in the context of “career 

progressions, promotions and wage rises” and the strengthening of social transfers depends 

on them. The CFP has highlighted the risk associated with fiscal pressures that flow from the 

less elastic expenditure items (wages and social transfers). The upward revision of 

compensation of employees published in this SP, compared to earlier ones, confirms these 

pressures exist and the latest developments in this area allow us to conclude that the latest 

forecast is likely to prove to be optimistic. 

In addition to the risks arising out of policy measures, there are also pressures relating 

to the potential impact of support for the financial sector. In the case of Novo Banco, the 

MF projections only take into account partial use of the amount available under the 

Contingent Capitalisation Mechanism (2 941 M€ out of a total of 3 890 M€). It should be 

borne in mind that in addition to the liabilities under that Mechanism, public finance faces 

an additional risk, since Novo Banco’s total capital ratio could fall below the capital 

requirement demanded by the supervisory authority. In such case the State might have to 

provide additional funds in order for the bank to comply with the Capital Backstop 

requirement. 

The high level of debt stock means the country is still very vulnerable to internal or 

external shocks. With debt of 121.5%, which is the third highest in the Euro area, Portugal is 

still in a fragile position when it comes to absorbing any shocks to the economy. The budget 

forecasting risks referred to above are a risk to the forecast public debt path by way of the 

primary balance. According to the MF, that budget variable is the main contributor to the 

decrease in debt over the programme time horizon (17 p.p. out of the 21.9 p.p. forecast).    

 

  

                                                   
25 As the change in revenue from taxes and contributions is in line with the macroeconomic indexes, there is no 

risks other than those that stem from the underlying macroeconomic scenario. 

https://www.cfp.pt/en/publications/stability-programme/cfp-endorses-macroeconomic-forecasts-underlying-the-sp-2019-for-2019-and-2020


Portuguese Public Finance Report   Analysis of the Stability Programme 2019-2023 | 29 

4 MULTIANNUAL BUDGETARY PLANNING FRAMEWORK 2019-

2023 

The Budgetary Framework Law (BFL) requires the Multi-Annual Budgetary Planning Framework 

(MBPF) be updated annually, for the four following years, in the state budget law and match the 

objectives laid down in the Stability Programme. Under its current configuration the MBPF sets the 

limits on central government expenditure covered by general revenue26, the expenditure limits for 

each budget programme, for each programme grouping and for the programmes as a whole. Law 

no. 71/201 of 31 December, which approved SB/2019, updated the MBPF for 2019-2022.27 However 

the SP/2019 report includes a proposed updating of the MBPF which does not require Parliamentary 

approval. 

 

SP/2019 proposes that the MBPF expenditure limits be revised downwards in 2020 and 

upwards in 2021 and 2022, while retaining the limit for 2019. The SP/2019 updating 

proposal implies a total increase of 27 M€ over the period common to the MBPF updated by 

SB/2019 (Chart 17), a smaller change than the one in SP/2018. SB/2019 had already raised 

significantly the expenditure limits for 2019 to 2022 compared to the update proposed in the 

previous Stability Programme, totalling 7 344 M€.28 For 2019, the total limit on expenditure 

covered by general revenue remains the same, notwithstanding the changes between 

programmes stemming from structural reforms that took place after the SB was approved by 

Parliament.29 On the other hand, SP/2019 opted to include the Culture programme in the 

Social area which has implications for limits on programme groupings. For 2020, the year in 

which it is possible to make the comparison, the updating of SP/2019 includes an upward 

revision in the Social area (+515 M€), which is more than offset by the deceases on the 

remaining areas, for instance Economics (-338 M€) and Sovereignty (-264 M€).30 Whilst in 

2020 the limit is lower than that in the MBPF approved by SB/2019, the limits for the two 

subsequent years included in the SP/2019 update are higher, although they are within the 

same order of magnitude (Chart 17). 

Although the report which accompanies SP/2019 does not specify the basis for these 

changes, it can be surmised that it may be a strengthening of the expenditure included in the 

                                                   
26 Expenditure covered by general revenue is basically covered by taxation. The MBPF does not cover expenditure 

covered by the departments’ own revenue (for example, fees). 

27 Article 349 of BFL/2019 amends the annex referred to in article 2 of Law no. 7-C/2016 of 31 March which 

approved the MBPF for 2016 to 2019. This annex contains the MBPF figures for a moving horizon of four years. 

28 In regard to the SB/2019 bill, which was analysed in CFP Report no.13/2018,  mention must be made of the 

amendment introduced during the Parliamentary debate of the SB, which raised the limits on expenditure covered 

by revenue from the Finance and Public Administration programme by 21 M€ (an increase in the centralised 

allocation relating to the funding of the Fare Reduction Support Programme, known by the acronym PART in 

Portuguese) and from the Culture and Sovereign Bodies programmes, totalling 24 M€. 

29 Following the 4th and 5th structural reforms to the Government undertaken in November and March 2019, 

respectively, the limits of the Environment (+138 M€) and Planning and Infrastructures (+5 M€) programmes were 

increased while those of the Economy (-142 M€) and Governance (-1 M€) programmes declined. 

30 For 2020, the proposed updating of the MBPF in SP/2019 provides for a sum of 341 M€ to be allocated to the 

Culture programme. Removing this amount, a comparison of the Sovereignty area reveals an upward revision of 

77 M€ 

 

https://www.cfp.pt/en/publications/state-budget/analysis-of-the-draft-state-budget-for-2019
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Social area that is covered by general revenue (for example, social transfers), as well as the 

impact of the convergence of local authorities’ share in State taxes up to 2021 as a result of 

the latest amendment to the Local Finance Law which involves a steady increase in transfers 

to local authorities.31 

Chart 17 – Expenditure limits in the common period of the MBPF approved by the SB/2019 and in 

the update projects in the SP/2018 and SP/2019 (in M€) 

 
Source: Ministry of Finance (MF). CFP calculations. Note: The MBPF update project included in the SP/2018 covers the 

period 2018-2022. The QPPO approved by the SB/2019 comprises the period 2019-2022, while the MBPF update project 

included in the SP/2019 covers the period 2019-2023. The difference for each year between the two budget programming 

documents is indicated in parentheses "()". 

 

In absolute terms, the proposed MBPF update included in SP/2019 involves a 

continuous increase in the expenditure limit to which it is subject from 2019 to 2023. 

SP/2019 incorporates a proposed increase in expenditure covered by general revenue every 

year, with a cumulative total of 8 216 M€, of which around two-fifths relate to 2019 (left-hand 

panel of Chart 18). The rise in expenditure in 2019 stems from the increases in the Economic 

(1 986 M€) and Social (824 M€) area programmes, as well as from the Defence (278 M€) and 

Sovereign Bodies (209 M€) programmes. Note, however, that the Economic area 

programmes encompass Finance and Public Administration, which includes the initial 

recording of the provisional allocation (330 M€), as well as the allocations with specific 

purposes that are centralised in the MF (totalling 242.9 M€) and which during the budget 

outturn are assigned to other expenditure items across all the budgetary programmes. This 

introduces a level of bias. Operating in the opposite direction are the forecast decreases in 

the Economy, Basic and Secondary Education programmes (Table 10)32. 

                                                   
31 Law no. 51/2018 of 16 August, which introduced the 7th amendment to the Local Finance Law, originally 

approved by Law no. 73/2013 of 3 September. The provisions include guaranteed minimum growth in funds to be 

transferred to municipalities, which should have an impact until 2021, given the convergence between the result of 

the direct application of the LFL and the sums transferred annually. For further information see Box 6, relating to 

SB/2019 transfers under the subnational finance laws, included in CFP Report no. 13/2018. 

32 In the case of the Economy programme the decrease flows from the structural reform introduced after SB/2019 

was approved, which gave rise to an increase in the Environment programme which is not reflected in the outturn 

estimate for 2018. 
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Table 10 – MBPF expenditure limits change for 2019-2023 (in M€) 

 

Source: MF. CFP calculations. | Notes: The figures for 2018 are preliminary and correspond to an estimate sent by DGO. In 

2019, the Finance and Public Administration program includes an amount of € 572,9 million, corresponding to the 

provisional appropriation and the centralized appropriations in the MF, which are eventually applied in return for 

reinforcing other expenditure headings in all budgetary programs. The turnout of the Culture program was included in 

the Social area as it is considered in the MBPF update project in the SP/2019 for the period of 2019 to 2023. 

 

In 2020, with the exception of the Public Debt Management programme, which reflects 

the expectation of lower interest charges, all the programmes require an increase in 

expenditure subject to the MBPF, particularly in the Social area programmes (Table 10). 

This area records the largest increase up to 2023, and attention is also drawn to the 

Sovereignty area which from 2021 reflects the carry-over effect of the increased transfers to 

local authorities made until that year. In this context the proposed updating of the MBPF 

incorporates annual growth in expenditure of 2.3% and 2.1% in 2021 and 2022, respectively, 

even though spending on the Public Debt Management programme is expected to fall in 

those years. The expectation that expenditure on that programme will rise in 2023 contributes 

to an increase of 2.7% in the growth in expenditure subject to the MBPF that year. 

Following an increase this year, SP/2019 foresees expenditure subject to the MBPF 

following a downward path, as a percentage of GDP. With the exception of 2019, the 

growth rates for nominal GDP forecast by the MF are higher than those of expenditure subject 

to the MBPF over the SP’s time horizon. Thus that ratio follows a downward path from 2020 

onwards and is expected to see a decrease of 0.4 p.p. of GDP up to 2023 (right-hand panel 

of Chart 18), a much lower figure than that forecast in the previous SP.33 This outlook stems 

from the difference between the expected rates of average annual growth in nominal GDP 

over the five-year period 2019-2023 (3.5%) and in expenditure subject to the MBPF (2.8%). 

                                                   
33 Expenditure subject to MBPF limits as a percentage of GDP assumed figures lower than those currently taken 

into consideration for 2019 to 2022, starting from a higher ratio for 2018 (the forecast decrease from 2017 to 2022 

was 1.9 p.p. of GDP). 

2018 2019 2020 2021 2022 2023 2018/19 2019/20 2020/21 2021/22 2022/23

1. SOVEREIGNTY 4 439 4 692 4 842 5 092 5 224 5 360 253 150 250 132 136

P001 - Sovereign Bodies 3 444 3 653 3 785 209 132

P002 - Governance 105 121 123 16 2

P003 - Foreign Affairs 279 293 298 14 5

P008 - Justice 612 625 636 13 11

2. SECURITY 3 139 3 416 3 475 3 536 3 599 3 664 277 59 61 63 65

P006 - Defence 1 532 1 810 1 840 278 30

P007 - Internal Security 1 607 1 606 1 635 -1 29

3. SOCIAL 29 708 30 532 31 477 32 450 33 327 34 226 824 945 973 877 899

P009 - Culture 296 325 341 29 16

P010 - Science, Technology and Higher Education 1 494 1 553 1 592 59 39

P011 - Basic and Secondary Educ. and School Adm. 5 704 5 552 5 708 -152 156

P012 - Solidarity, Employm. and Social Security 13 420 14 043 14 479 623 436

P013 - Health 8 794 9 058 9 357 264 299

4. ECONOMIC 11 729 13 715 13 561 13 503 13 567 13 981 1 986 -154 -58 64 414

P004 - Finance and Public Administration 3 074 4 793 4 857 1 719 64

P005 - Public Debt Management 7 146 7 406 7 160 6 972 6 876 7 027 260 -246 -188 -96 151

P014 - Planning and Infrastructures 870 850 864 -20 14

P015 - Economy 238 75 77 -163 2

P016 - Environment 63 227 231 164 4

P017 - Agriculture, Forests and Rural Development 306 316 322 11 6

P018 - Sea 33 49 50 16 1

5. TOTAL (1+2+3+4) 49 015 52 355 53 354 54 581 55 717 57 231 3 340 999 1 227 1 136 1 514

Program
Turnout SP/2019 forecast Change
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Chart 18  – Evolution of expenditure subject to MBPF 

In million euros In % of GDP 

 

 

Source: Ministry of Finance. CFP calculations. | Notes: The figures for 2018 are preliminary and correspond to an estimate 

sent by  DGO; " Δ " refers to expected change over the previous year. 

 

As in previous SP’s, the SP/2019 report still does not show how the MBPF expenditure 

limits are compatible with the fiscal goals in national accounts terms for 2020-2023. 

Under the terms of the BFL, the MBPF should set the limits for central government 

expenditure covered by general revenue, in keeping with the goals set out in the Stability 

Programme.34 It is analysis of the draft State Budget for 2019, the CFP stated that the MBPF 

limit for 2019 was compatible with the deficit goal in national accounts terms in DSB/2019 

(385 M€, a figure greater than the 330 M€ deficit forecast in SP/2019).35 However, once again 

SP/2019 does not provide the information which would permit an assessment of 

compatibility with the goals set for the remainder of the MBPF time horizon. Furthermore, 

once again the projections for general revenue and central government bodies own revenue 

and social security own revenue for the following four years have not been published along 

with the MBPF.36 

 

                                                   
34 See article 12 (4) of the BFL (Law no. 91/2001 of 20 August, as per the wording of Law no. 41/2014 of 10 July, 

which remains in force due to the provisions of article 7(2) of Law no. 151/2015 of 11 September. 

35 The alterations resulting from the Parliamentary debate led to the MBPF being revised from 52 331 M€ in the 

SB/2019 Bill to 52 355 M€ in the final SB (+24 M€, see note 28). 

36 Publication of these projections is compulsory under article 12-D (6) of the BFL. 
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ANNEXES 
 

Table 11 – General government headline figures, 2018-2023 (in % of GDP) 

 
Source: INE. CFP calculations. Note: The change is anchored in the year 2018. 

 

Table 12 – General government adjusted account 2018-2023 (in % of GDP) 

  
Source: INE. CFP calculations. Note: The change is anchored in the year 2018. 

2019/2023

Total revenue 43.5 43.8 43.7 43.9 43.2 43.0 -0.5

 Current revenue 43.1 43.2 43.1 42.9 42.7 42.5 -0.6

Tax revenue 25.7 25.5 25.4 25.2 25.1 24.9 -0.8

Indirect taxes 15.3 15.3 15.2 15.2 15.1 15.0 -0.3

Direct taxes 10.4 10.2 10.1 10.0 10.0 9.9 -0.5

Social contributions 11.8 11.9 12.0 12.0 12.0 12.0 0.2

of which: actual soc. contr. received 9.5 9.6 9.7 9.8 9.9 9.9 0.4

 Sales & other current rev. 5.6 5.8 5.7 5.7 5.6 5.6 0.0

Capital transfers received 0.4 0.6 0.6 1.0 0.5 0.5 0.1

Total expenditure 44.0 43.9 43.4 43.0 42.6 42.4 -1.6

Primary expenditure 40.5 40.7 40.3 40.2 39.9 39.7 -0.8

Current primary expend. 37.3 37.4 37.2 37.0 36.8 36.6 -0.7

Intermediate consumption 5.4 5.4 5.4 5.4 5.4 5.4 -0.1

Compensation of employees 10.8 10.8 10.7 10.6 10.5 10.4 -0.4

Social transfers 18.2 18.3 18.3 18.2 18.1 18.0 -0.2

other than in kind 16.4 16.5 16.4 16.3 16.2 16.1 -0.3

Subsidies 0.4 0.4 0.4 0.4 0.4 0.4 0.0

Other current expenditure 2.5 2.5 2.5 2.5 2.5 2.5 0.0

Capital expenditure 3.2 3.2 3.1 3.2 3.1 3.1 -0.1

GFCF 2.0 2.1 2.3 2.5 2.6 2.6 0.7

Other 1.2 1.1 0.7 0.6 0.5 0.5 -0.8

Interest paid 3.5 3.3 3.0 2.9 2.7 2.7 -0.8

General government balance -0.5 -0.2 0.3 0.9 0.7 0.7 1.1

Primary balance 3.0 3.1 3.3 3.8 3.4 3.4 0.4

Public debt 121.5 118.6 115.2 109.0 103.7 99.6 -21.9

2018 2019 2020 2021 2022 2023

Variação|Change

(p.p.)

2019/2023

Total revenue 43.4 43.7 43.7 43.5 43.2 43.0 -0.4

 Current revenue 43.1 43.2 43.1 42.9 42.7 42.5 -0.6

Tax revenue 25.7 25.5 25.4 25.2 25.1 24.9 -0.8

Indirect taxes 15.3 15.3 15.2 15.2 15.1 15.0 -0.3

Direct taxes 10.4 10.2 10.1 10.0 10.0 9.9 -0.5

Social contributions 11.8 11.9 12.0 12.0 12.0 12.0 0.2

of which: actual soc. contr. received 9.5 9.6 9.7 9.8 9.9 9.9 0.4

 Sales & other current rev. 5.6 5.8 5.7 5.7 5.6 5.6 0.0

Capital transfers received 0.3 0.5 0.6 0.6 0.5 0.5 0.2

Total expenditure 43.4 43.3 43.1 42.8 42.6 42.4 -1.1

Primary expenditure 40.0 40.0 40.0 40.0 39.9 39.7 -0.3

Current primary expend. 37.3 37.4 37.2 37.0 36.8 36.6 -0.7

Intermediate consumption 5.4 5.4 5.4 5.4 5.4 5.4 -0.1

Compensation of employees 10.8 10.8 10.7 10.6 10.5 10.4 -0.4

Social transfers 18.2 18.3 18.3 18.2 18.1 18.0 -0.2

other than in kind 16.4 16.5 16.4 16.3 16.2 16.1 -0.3

Subsidies 0.4 0.4 0.4 0.4 0.4 0.4 0.0

Other current expenditure 2.4 2.5 2.5 2.5 2.5 2.5 0.1

Capital expenditure 2.7 2.6 2.8 3.0 3.1 3.1 0.4

GFCF 2.0 2.1 2.3 2.5 2.6 2.6 0.7

Other 0.7 0.5 0.4 0.4 0.5 0.5 -0.3

Interest paid 3.5 3.3 3.0 2.9 2.7 2.7 -0.8

General government balance 0.0 0.4 0.6 0.6 0.7 0.7 0.7

Primary balance 3.5 3.7 3.6 3.5 3.4 3.4 -0.1

Public debt 121.5 118.6 115.2 109.0 103.7 99.6 -21.9

2018 2019 2020 2021 2022 2023

Variação |Change

(p.p.)
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Table 13 – Temporary measures and one-off measures (as % of GDP) 

 
* Exceptional schemes for settling tax and social security debts in 2013 and 2016. 

** IMI - Municipal property tax  (recurrent).  | IMT - Municipal tax  on real estate transactions (non-recurrent property tax). 

Source: MF. CFP calculations. | Notes: Due to rounding, numbers presented may not add up precisely to the totals 

indicated. No temporary measures were considered in 2022 and 2023. 

 

Table 14 – Temporary measures and one-off measures (in M€) 

 
* Exceptional schemes for settling tax and social security debts in 2013 and 2016. 

** IMI - Municipal property tax  (recurrent).  | IMT - Municipal tax  on real estate transactions (non-recurrent property tax). 

Source: MF. CFP calculations. | Note: No temporary measures were considered in 2022 and 2023. 

 

 

2019 2020 2021

Temporary measures and one-off measures (impact on balance) 0.3 -3.6 -1.3 0.4 -2.2 -0.5 -0.5 -0.3 0.3

Revenue 0.8 0.1 0.4 0.0 0.1 0.1 0.4

RERD (2013) / PERES (2016) * 0.8 0.2

VAT 0.1

Other indirect taxes 0.1 0.1

PIT; CIT 0.4 0.2

IMI; IMT ** 0.0

Social contributions 0.1 0.0

Prepaid Margins 0.2 0.4

Contribution to the Single Resolution Fund 0.1

BPP guarantee recovery 0.0 0.1 0.1

Expenditure 0.4 3.6 1.4 0.0 2.2 0.6 0.6 0.3 0.2

Capital transfers (Banking sector) 0.4 2.9 1.4 2.1 0.4 0.6 0.3 0.2

Novo Banco recapitalization 2.8 0.4 0.6 0.3 0.2

BANIF recapitalization 0.4 1.3

BANIF recapitalization (OITANTE assets acquisition) 0.1

BPN recapitalization 0.1

CGD 2.0

DTA (deferred tax assets) 0.1 0.0

Debt assumptions (STCP + CARRIS) 0.7 0.1

One-off payments to the EU Budget 0.0

F-16 aircrafts delivery to Romania -0.1 0.0

Wild fires 0.0 0.1

Municipality of Lisbon (payment of indemnifications for judicial decisions) 0.0 0.1

Lisbon municipality civil  protection fee reimbursement (Constitutional Court decision) 0.0

As % of GDP 2013 2014 2015 2016 2017
PE/2019 | SP/2019

2018

2019 2020 2021

Temporary measures and one-off measures (impact on balance) 580 -6 186 -2 333 780 -4 214 -952 -1 123 -600 591

Revenue 1 280 130 745 73 166 196 991

RERD (2013) / PERES (2016) * 1 280 443

VAT 186

Other indirect taxes 116 103

PIT; CIT 690 293

IMI; IMT ** 53

Social contributions 234 47

Prepaid Margins 302 991

Contribution to the Single Resolution Fund 130

BPP guarantee recovery 73 166 196

Expenditure 700 6 186 2 463 -34 4 286 1 118 1 319 600 400

Capital transfers (Banking sector) 700 4 994 2 463 4 098 892 1 149 600 400

Novo Banco recapitalization 4 900 792 1 149 600 400

BANIF recapitalization 700 2 284

BANIF recapitalization (OITANTE assets acquisition) 179

BPN recapitalization 94

CGD 3 944

DTA (deferred tax assets) 154 100

Debt assumptions (STCP + CARRIS) 1 192 111

One-off payments to the EU Budget 77

F-16 aircrafts delivery to Romania -111 -41

Wild fires 60 130

Municipality of Lisbon (payment of indemnifications for judicial decisions) 96 170

Lisbon municipality civil  protection fee reimbursement (Constitutional Court decision) 59

In M€ 2013 2014 2015 2016 2017
SP/2019 

2018
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Table 15 – New policy measures, accumulated net effect vis-à-vis the no-policy-change 

scenario (M€) 

 
Source: MF. CFP calculations.  

 

Table 16 – New policy measures, net effect and change compared to the previous 

year (M€)  

 
Source: MF and CFP calculations.  

Total Revenue 142.6 86.7 176.7 176.7

Taxes on income and wealth 15 -170 -170 -170

PIT 0 -200 -200 -200

Promotions, career progressions and remuneration valuations 15 30 30 30

Taxes on Production and Imports 90 180 270 270

Tax benefits 90 180 270 270

Social contributions 38 77 77 77

Promotions, career progressions and remuneration valuations 38 77 77 77

Total Expenditure -181 5 110 110

Compensation of employees 99 200 200 200

Decree-Law  that mitigates the unfreeze effect 99 200 200 200

Intermediate consumption -100 -150 -200 -200

Spending review -100 -150 -200 -200

Social Benefits -90 90 270 270

Spending review -90 -90 -90 -90

Other social benefits 0 180 360 360

Other current expenditure -90 -135 -160 -160

Spending review -90 -135 -160 -160

Impact on Budget Balance 324 81 66 66

Memo | p.p. of GDP 0.2 0.0 0.0 0.0

2021 2022 2023Component/measure 2020

Total Revenue 143 -56 90 0

Taxes on income and wealth 15 -185 0 0

PIT -200

Promotions, career progressions and remuneration valuations 15 15

Taxes on Production and Imports 90 90 90 0

Tax benefits 90 90 90

Social contributions 38 39 0 0

Promotions, career progressions and remuneration valuations 38 39 0 0

Total Expenditure -181 187 105 0

Compensation of employees 99 102 0 0

Decree-Law  that mitigates the unfreeze effect 99 102

Intermediate consumption -100 -50 -50 0

Spending review -100 -50 -50

Social Benefits -90 180 180 0

Spending review -90

Other social benefits 180 180

Other current expenditure -90 -45 -25 0

Spending review -90 -45 -25

Impact on Budget Balance 324 -242 -15 0

Memo | p.p. of GDP 0.2 -0.1 0.0 0.0

2023Component/measure 2020 2021 2022
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LIST OF ABBREVIATIONS 

Abbreviations Meaning 

ADSE Civil Servants Health System  

BoP Bank of Portugal 

CFP Portuguese Public Finance Council 

CGA Civil Servants Pension Agency 

CIT Corporate Income Tax 

CP Comboios de Portugal, E.P.E. 

CTT Correios de Portugal S. A 

DGO  Direção-Geral do Orçamento (Directorate-General for Budget) 

EC European Commission 

EDP Excessive Deficit Procedure 

EU European Union 

EUR Euro 

FSD Fiscal Strategy Document 

g Nominal GDP growth rate 

GDP Gross Domestic Product 

GFCF Gross Fixed Capital Formation 

GG General government 

HCPI Harmonised Consumer Price Index 

ICT Information and Communications Technology 

IMF International Monetary Fund 

IMI Municipal Property Tax 

IMT Municipal Property Transfer Tax 

INE Statistics Portugal (Portuguese Statistical Authority) 

ISP Tax on Oil and Energy Products 

IT Tax on Tobacco 

M€ Million euros 

MBPF Multi-annual Budgetary Planning Framework 

MF Ministry of Finance 

MLSA Minimum Linear Structural Adjustment 

MTO Medium-Term Objective 

NHS National Health Service 

OECD Organisation for Economic Co-operation and Development 

p.p. Percentage points 

s.p.b. Structural primary balance 

PB Primary Balance 

PIT Personal Income Tax 

PPP Public-Private Partnerships 

r Implicit interest rate 

SB State Budget 

SF Special factors 

SFA Stock-flow adjustment 

STCP Sociedade de Transportes Coletivos do Porto, SA 

Swaps Swap agreements 

TAAB Tax on Alcohol and Alcoholic Beverages 

USD US Dollar 

VAT Value Added Tax 
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