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EXECUTIVE SUMMARY 

The Independent Authority for Fiscal Responsibility (AIReF) has the legal 
mandate to report on the budgetary execution, public debt, and 
expenditure rule of the General Government (GG) in 2021. Along with this 
report, AIReF also publishes the individual reports on each Autonomous 
Region and the supplementary report on the Local Governments (LGs). As 
the fiscal rules for 2021 are suspended, the analysis focuses on the General 
Government’s budgetary and sustainability forecasts. In this context, AIReF's 
fiscal supervision takes on greater importance as a guarantor of the 
sustainability of the General Government. 

AIReF issued its opinion on the fiscal position in 2021 of all the General 
Government sub-sectors at the start of April in its report on the initial budgets, 
which included reports on the Autonomous Regions (ARs) and the Local 
Governments (LGs). Following that, with a medium-term outlook, it issued its 
report on the Stability Programme Update at the start of May. At that time, 
AIReF's central scenario estimated a reduction in the GG deficit to 7.8% of 
GDP by 2021, based on GDP growth of 6.6%.  

In this report, AIReF updates its fiscal forecasts and keeps the 
macroeconomic scenario unchanged against a backdrop in which major 
questions remain in relation to the reactivation of international tourism and 
the macroeconomic impact that the Recovery, Transformation and 
Resilience Plan (RTRP) will have in the second half of the year. Regarding the 
fiscal scenario, the deficit of the GG as a whole is projected to reach 7.9% of 
GDP in 2021. This revision is the result of AIReF incorporating into its forecasts 
the new information available, both on budgetary execution to date and 
that provided directly by the various General Government sub-sectors.  

How has the macroeconomic scenario evolved? 

The macroeconomic scenario underlying the budgetary projections 
presented in this report remains unchanged from that presented in the report 
on the Stability Programme Update (SPU) in May this year.  
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The information received since the report on the Stability Programme Update 
in May gives mixed signals. On the one hand, the progress made in 
vaccinating the adult population in Spain and other neighbouring countries 
and the removal of mobility restrictions have led to a strong reactivation of 
the economy. This is reflected in indicators of both business and consumer 
confidence, which have reached high values in historical terms, and in those 
relating to industrial production, world trade in goods and exports. Even the 
indicators related to service activities have performed well, although 
international tourism remains depressed at a level below that recorded prior 
to the health crisis. The quick reactivation of economic activity has led many 
organisations and institutions to revise up expected growth forecasts for 2021 
upwards.  

As a counterweight, the very partial information available hints at the 
existence of downside risks in the boost associated with the RTRP in 2021, 
which AIReF estimated at 1.5 pp. Furthermore, the increase in infections 
recorded in recent days both in Spain and in the main source countries for 
inbound tourism might endanger the recovery in international tourism over 
the summer months, which is a key factor for sustaining the intensity of the 
recovery that is incorporated into AIReF’s scenario in the second half of the 
year.  

In these circumstances, AIReF has decided to leave the GDP growth 
forecasts unchanged in 2021, and only make changes in its composition to 
reflect the most recent information available. In September, with more 
comprehensive information, the overall macroeconomic outlook will be 
revised with the aim of determining the degree of realism of the 
Government's macroeconomic forecasts contained in the Draft Budget for 
2022.  

How has AIReF modified its budget forecasts? 

For its central scenario, AIReF estimates a GG deficit of 7.9% of GDP in 2021, 
0.1 points higher than that included in the previous report and below the 
8.4% of GDP forecast by the Government at the end of April in the Stability 
Programme Update. This increase is the result of the interaction of various 
factors that have raised the deficit forecast, such as the adoption of new 
measures and the observed budgetary execution, which are largely offset 
by others that have acted in the opposite direction, such as the positive 
evolution of tax collection in the early months of the year.  

Along the same lines, the information provided by the General Government 
sub-sectors has made it possible to produce a forecast that is more in line 
with the reality of the implementation of the REACT-EU funds, abandoning 
the assumption of deficit neutrality in 2021. For 2021 AIReF assumes 
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expenditure execution of under 80% of the funds allocated to the 
Autonomous Regions and, to a greater extent, a lower allocation of revenue, 
which will be offset in subsequent years. In addition, AIReF continues to 
consider that the effect of implementation of the RTRP will be neutral on the 
deficit in 2021, although it transfers to later years part of the implementation 
forecast for 2021 in the previous report. 

Revenue, excluding the RTRP, will amount to 41.4% of GDP, a rise of 8.4% 
above that recorded in 2020, and slightly less than 0.1 percentage points 
lower than the forecast in the previous report. Although the macroeconomic 
scenario has not changed significantly, the positive evolution of tax 
collection in the early part of the year has primarily led to an increase in the 
collection forecasts for corporate income tax, social security contributions, 
VAT and Special Taxes. In the opposite direction, the impact of changes in 
electricity taxation has been incorporated, which, in the case of the Tax on 
the Value of Electricity Production, would be offset by a lower transfer to the 
electricity system. In addition, in accordance with the certification forecasts 
of the Autonomous Regions, AIReF considers a lower estimate of revenue 
from the REACT-EU funds, which would be carried over to the following years. 
Finally, including the RTRP, revenue would stand at 43% of GDP. 

Expenditure, excluding the RTRP, will stand at 49.4% of GDP, slightly less than 
0.1 percentage points higher than the forecast in the previous report. Firstly, 
the budgetary execution data available have led to an increase in 
expenditure under certain headings, such as compensation of employees, 
the Minimum Living Income and gross fixed capital formation to incorporate 
the impact of SAREB's ordinary activities. Similarly, the forecasts now include 
some non-recurring elements not initially forecast as a result of several court 
rulings. Secondly, the impact of the new measures adopted by the different 
governments has been included, such as those adopted by the Autonomous 
Regions in the area of support for companies or healthcare spending. The 
compensation for the revaluation of pensions in 2021 below inflation has also 
been transferred to 2022. Thirdly, AIReF updates the forecast budgetary 
execution of the expenditure linked to the REACT-EU funds, which would 
stand at under 80% of the funds allocated to the Autonomous Regions 
forecast in the previous report. These funds provide for the financing, among 
other actions, of measures to mitigate the effects of the pandemic in the 
fields of health, education, social services and support for companies. Finally, 
the forecasts for the budgetary execution of expenditure linked to RTRP 
investments have been reduced, bringing total expenditure to 50.9% of GDP, 
including the RTRP.  



Report  

8 Report on Budgetary Execution, Public Debt and the Expenditure Rule 2021 15 July 2021 

EVOLUTION OF THE BALANCE OF THE GENERAL GOVERNMENT 

 

What changes have taken place at the sub-sector level? 

Compared with the previous report, the forecast for the deficit of the Social 
Security Funds has improved by almost 0.2 points, standing at 1.6% of GDP. In 
contrast, in the Autonomous Regions, influenced by the lower forecast for 
revenue from REACT-EU, the forecast stands at 0.5% of GDP, over 0.1 points 
higher than in the previous report. Therefore, both the Central Government 
(CG) and the Local Governments (LGs) have a slightly worse deficit, without 
the revision for either of them reaching 0.1 points of GDP. Therefore, the CG 
will record a deficit of 6.1% of GDP, while the LGs maintain a forecast surplus 
of 0.3% of GDP. 

GENERAL GOVERNMENT BALANCE 

  AIReF estimate 

 
SPU 

(Government) 
SPU Rep.  July Rep. 

GG -8.4 -7.8 -7.9 

CG -6.3 -6.1 -6.1 

SSFs -1.5 -1.8 -1.6 
ARs -0.7 -0.4 -0.5 
LGs 0.0 0.3 0.3 

 

What are the implications from a sustainability point of view? 

The significant increase in the stock of public debt resulting from the crisis, on 
top of the previous high level, places the sustainability of public finances, 
both of the General Government as a whole and of the Autonomous Region 
sub-sector, in a highly vulnerable position. In both cases, a gradual and 
sustained reduction of the public deficit towards structural equilibrium is 
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required in order to bring the debt back to pre-pandemic levels over the 
coming decade.  

For the GG as a whole, maintaining a structural deficit similar to that of 2024, 
i.e. between 3.5% and 4.5% of GDP, over the long term would stabilise the 
debt-to-GDP ratio at levels significantly over 100%. With regard to the 
Autonomous Regions, the simulations carried out indicate that at least two 
decades will be necessary to reach the reference limit of 13%. In particular, 
in contrast with the scenarios projected by AIReF prior to the crisis, where the 
level of 13% would be reached in around 2035, this limit is not forecast to be 
reached prior to 2044, even if the budgetary equilibrium of the sub-sector as 
a whole is maintained. 

The current expectations of a lasting low interest rate environment offer 
greater room for manoeuvre to address the return to a balanced structural 
budget in a gradual manner that is not detrimental to growth. However, high 
debt levels suggest that a medium-term consolidation strategy should be 
designed as soon as possible.  

What recommendations does AIReF issue in this context? 

In this context, AIReF once again insists on the need for a credible and 
realistic medium-term fiscal strategy. As it indicated in the report on the 
Stability Programme Update, the Government should complete the medium-
term fiscal strategy for achieving a level of deficit that is sufficient to steer the 
debt towards more sustainable paths that will reduce the vulnerability of the 
Spanish economy. This implies extending the time horizon of the strategy set 
out in the Stability Programme and integrating into it the macroeconomic 
and fiscal implications of implementation of the investments and reforms 
provided for in the RTRP. 
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1. INTRODUCTION 

AIReF has the legal mandate to report on budgetary execution, public debt 
and the expenditure rule for 2021 by 15th July. In accordance with Article 17 
of Law 6/2013 of 14th November, on the establishment of AIReF, and Article 
19 of Royal Decree 215/2014 approving its Organic Statute, AIReF has the 
obligation to issue an opinion on compliance with budgetary stability and 
public debt targets and the expenditure rule prior to 15th July each year. The 
public deficit and debt targets, as well as the expenditure rule, are currently 
suspended as a result of the pandemic.  

In the current context of suspended fiscal rules as a result of the pandemic, 
AIReF's fiscal supervision takes on greater importance as a guarantor of the 
sustainability of the General Government. The current suspension of fiscal 
rules, which began in 2020 and is forecast to continue until 2022, heightens 
the need for AIReF to monitor the fiscal situation of the different public 
authorities in order to guarantee the sustainability of public finances. 
Although the growth in expenditure, deficit and debt do not entail any 
corrective measures, it is important to bear in mind that, once the pandemic 
has ended, it will be necessary to return to a path of fiscal discipline. The 
ongoing monitoring of these fiscal indicators, regardless of the revisions that 
take place at the time of their reactivation, provides valuable information on 
the fiscal position and evolution of each public authority.  

In this report, AIReF updates its macroeconomic and fiscal forecasts for 2021 
in accordance with the latest available information. AIReF gave its opinion 
on the macroeconomic and fiscal forecasts for 2021, first in the report on the 
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main lines of the 2021 budgets1, published in 2020 and then in the report on 
the initial 2021 budgets2, published in April. Subsequently, in May, AIReF 
published its report on the Stability Programme Update (SPU)3 which 
contained a medium-term analysis focused on the General Government as 
a whole. Since the publication of the previous report, all the new information 
published and provided by the General Government sub-sectors on the 
execution of their budgets in this year and year-end forecasts, as well as the 
recent macroeconomic developments, have been incorporated into the 
analysis.  

The macroeconomic and budgetary assessment for 2021 presented in this 
report is divided into six sections. Following this introduction, Section 2 sets 
out the purpose and scope of the report. Section 3 updates the 
macroeconomic scenario that underpins the fiscal projections, stating the 
reasons why it remains unchanged. Section 4 refers to the budgetary 
scenario, updating the impact of the fiscal policy measures and then 
analysing in detail the changes that have taken place in the estimate of 
revenue and expenditure for 2021 for the General Government as a whole 
and for each of the sub-sectors in relation to the forecasts in the report on 
the SPU. That is followed by an analysis of the NGEU funds and their impact in 
2021, as well as the main contingent liabilities and fiscal risks for this year. 
Section 5, after analysing recent developments in public debt and medium-
term projections, assesses the challenges for the sustainability of public 
finances. Finally, Section 6 presents the recommendations emerging from the 
analysis conducted. 

 

 
1 Report on the Main Lines of the 2021 Budgets of the General Government 

2 Report on the Initial Budgets 2021 

3 Report on the 2021-2024 SPU 

https://www.airef.es/wp-content/uploads/2021/03/DOCUMENTOS/Informe_Lineas-Fundamentales-AAPP-2021.pdf
https://www.airef.es/wp-content/uploads/2021/04/PRESUPUESTOS-INICIALES/Informe-Ptos-iniciales-2021-.pdf
https://www.airef.es/wp-content/uploads/2021/05/APE/Infome-APE-2021-2024-.-.pdf
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2. PURPOSE AND SCOPE 

The purpose of this report is to analyse the stability and debt forecasts of the 
GG for 2021, updating the opinion given in the report on the SPU. AIReF 
updates the macroeconomic and fiscal forecasts for the GG for 2021 
contained in the report on the SPU issued in May. For this purpose, it 
incorporates into its assessment the latest published data on budgetary 
execution, the measures approved by the Government, the new information 
available to date on both the macroeconomic and fiscal environment and 
other additional information received. In particular, this report includes: the 
latest data published by the General State Comptroller (IGAE) in National 
Accounting terms (month of May for the State, month of April for CG, SSFs 
and ARs and first quarter for LGs), the budgetary execution of the different 
sub-sectors (Central State Administration, Social Security System, SEPE, 
FOGASA and ARs) for the month of May, monthly information on tax 
collection from the State Tax Administration Agency (AEAT) also for the 
month of May, and the total pensions paid out (eSTADISS database) and 
unemployment benefit statistics. In addition, the forecast included in the 
previous report for the 2020 Personal Income Tax (PIT) campaign is confirmed 
through a press release. 

This analysis is carried out for all the sub-sectors, including the individual 
analysis by Autonomous Region and the main Local Governments, and is 
completed with the overall vision for the General Government as a whole. In 
particular, AIReF has analysed: 
− The Central Government (CG) sub-sector.  
− The Social Security Funds (SSFs) sub-sector. 
− The Autonomous Regions (ARs) sub-sector and each of them. 
− The Local Governments (LGs) sub-sector.  
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− In addition to the LG sub-sector as a whole, the 24 large local 
governments (the 16 municipalities with more than 250,000 inhabitants, the 
Provincial Councils of Barcelona, Valencia and Seville, the Island Council 
of Tenerife and the Island Council of Mallorca and the Provincial Councils 
of Gipuzkoa, Bizkaia and Araba/Álava) and, additionally, the Local 
Governments with significant risks in terms of sustainability, according to 
AIReF's selection and rating methodology, have been individually 
evaluated.  

The analysis by sub-sector is completed with the overview of the situation for 
the General Government as a whole. 
 
The subject matter of the report remains conditioned by the ongoing 
uncertainty about the development of the pandemic. Even though over one 
year has elapsed since the start of the pandemic in March 2020, uncertainty 
remains about the evolution and effects of the pandemic, although thanks 
to the progress of the vaccination rollout to a lesser degree than in previous 
reports. Therefore, AIReF's opinion remains conditioned by the uncertainty 
surrounding the pandemic and the estimates made should be treated with 
greater caution than usual. This is in addition to other limitations that are 
common to previous reports, such as the lack of budgets in National 
Accounting terms or complete and updated information on the impact of 
the main contingent liabilities that might affect the deficit for the year. 
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3. MACROECONOMIC 
SCENARIO 

The macroeconomic scenario underpinning the budgetary projections 
presented in this report remains largely unchanged with respect to the one 
presented in the report on the Stability Programme update (SPU) in May this 
year. The information received since the report on the Stability Programme 
Update in May offers mixed signals. On the one hand, the progress made in 
the vaccination of the adult population in Spain and other neighbouring 
countries and the removal of mobility restrictions have led to a strong 
reactivation of the economy. This is reflected both in confidence indicators 
of the business sector and for consumer confidence, which have reached 
historically high values, but also in indicators relating to industrial production, 
world trade in goods and exports. As a counterpoint, the very partial 
information available hints at the existence of downside risks in this year's 
implementation of the Recovery, Transformation and Resilience Plan (RTRP), 
which may lower the boost in 2021 estimated by AIReF (1.5 pp). Furthermore, 
the current context of a renewed increase in infections in Spain and in the 
emitting countries for inbound tourism might endanger mobility and the 
recovery in international tourism over the summer, which is a key factor for 
sustaining the intensity of the recovery that is incorporated into AIReF’s 
scenario in the second half of the year.  

In these circumstances, AIReF has decided to leave its macroeconomic 
scenario unchanged for 2021. In September, with more comprehensive 
information, the overall macroeconomic outlook will be revised with the aim 
of determining the degree of realism of the Government's macroeconomic 
forecasts contained in the draft budget for 2022.  
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The lower level of mobility restrictions in recent months, and especially, since 
the end of the State of Alarm last May, has led to a quick and intense 
recovery in the main economic indicators, albeit uneven across the various 
branches of activity. In particular, there was a widespread expansion in 
activity and employment levels over the second quarter, which was more 
marked in the industrial branches than in services, following the trend of 
recent quarters. Indicators such as the industrial production index and 
average monthly Social Security affiliations, corrected for the effect of ERTEs 
(furlough schemes), are higher than or close to pre-pandemic levels. 
However, economic activity has not yet fully returned to normal, particularly 
in services. In fact, some indicators such as the number of total contracts 
signed in the labour market, overnight stays by foreign visitors and car 
registrations are still far from the levels recorded in 20194. Along the same 
lines, despite their gradual fall, as at 30th June, 449,414 people remained 
under ERTEs - according to the date of registration – mainly concentrated in 
the sectors involving greater social interaction. 

GRAPH 1. INDUSTRIAL PRODUCTION INDEX 
(BASE 2019=100) AND COMPOSITE PMI. 

GRAPH 2. INDICES OF ERTE-CORRECTED 
AFFILIATIONS AND OF TOTAL CONTRACTS 

SIGNED (BASE 2019=100). 

  

Source: National Statistics Institute and 
Markit (Extracted on 8/Jul/2021). 

Source: Ministry of Inclusion, Social Security 
and Migration (Extracted on 8/Jul/2021). 

 
4 See supplementary table of short-term indicators in Annex I. 
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Growth forecasts for the coming quarters, taken from opinion surveys, also 
show a marked improvement even in services. As per economic sentiment 
indicators, the opinion of employers on the current economic situation, has 
improved significantly, more tangible in the case of services. Expectations for 
demand and employment for the next three months have also made a 
strong recovery, reaching values similar to those recorded before the health 
crisis. 

GRAPH 3. SECTORAL BREAKDOWN OF THE 
ECONOMIC SENTIMENT INDEX. QUARTERLY 

AVERAGE. 

GRAPH 4. SERVICES. EXPECTED EVOLUTION IN 
NEXT THREE MONTHS. QUARTERLY AVERAGE. 

  

Source: European Commission (Extracted on 8/Jul/2021) 

The favourable performance of most industrial sectors has been driven by the 
strength of world trade over recent months, which is a differentiating feature 
compared with the period after the financial crisis. Imports from the 
European countries that are the main markets for Spanish exporters 
recovered pre-crisis levels during the early months of 2021, in contrast to the 
slow recovery recorded throughout the economic and financial crisis that 
began in 2008.  

However, the expansion of exports of goods has not extended to services. 
Specifically, exports of tourism and transport services remain very depressed. 
The dichotomous behaviour between tourism and transport services and 
other services explains the depressed level of the balance of services within 
the balance of payments, which is expected to start recovering towards the 
end of 2021. 
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GRAPH 5. IMPORTS OF GOODS IN TERMS OF 
VOLUME. INDEX. 

 

GRAPH 6. EXPORTS OF GOODS IN TERMS OF 
VOLUME. INDEX. 

 
 

 
Source: CPB Netherlands, Prepared by AIReF (Extracted on 8/Jul/2021). 
NB: 2008 Base 100 in September 2008. For 2020, Base 100 in February 2020, except for China 
where the base has been taken in December 2019. 

GRAPH 7. SPAIN. QUARTERLY POSITION OF THE BALANCE OF SERVICES OF THE BALANCE OF PAYMENTS. 
BILLION EUROS (SMOOTHED SERIES). 

 
Source: Bank of Spain and prepared by AIReF (Extracted on 8/Jul/2021) 
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The incorporation of the most recent indicators is leading to an upward 
revision of the growth forecasts for 2021 by numerous analysts. The growth 
forecasts for GDP in 2021 from the leading national and international 
organisations have been revised upwards in recent months.  

GRAPH 8. EVOLUTION OF GDP GROWTH FORECASTS FOR THE SPANISH ECONOMY. 

 
Source: Prepared by AIReF from various sources.  
NB: The central scenario was used for the Bank of Spain. 

The improvement in the economic outlook has been accompanied by an 
increase in oil prices and those of other raw materials over recent months, 
which is beginning to be passed on to consumer prices and inflation 
expectations. In May, the year-on-year rate of change in the consumer price 
index stood at 2.7% in Spain and at 2% in the euro area, the highest rate in 
the last four years. A large part of this upturn in inflation may be of a 
temporary nature as a consequence of technical issues related to changes 
in the consumption basket or a temporary mismatch between the supply 
and demand of certain raw materials. However, if the upward trend in raw 
material prices persists, it might have negative effects on production costs 
and on economic activity, hindering the speed of the recovery. 



Report  

20 Report on Budgetary Execution, Public Debt and the Expenditure Rule 2021 15 July 2021 

GRAPH 9. RAW MATERIAL PRICE INDICES 
(SAME MONTH OF 2019=100) 

GRAPH 10. CONSUMER PRICE INDICES (SAME 
MONTH OF 2019=100) 

  

Source: Ministry of Economic Affairs and Digital Transformation and EUROSTAT (Extracted 
on 8/Jul/2021). 

As a counterpoint to the favourable performance of some short-term 
indicators observed in recent months, the risks surrounding the short-term 
impact of the RTRP and the evolution of tourism have increased. Information 
on the pace of implementation of the investment and expenditure projects 
contained in the RTRP is very limited. The data known to date suggest a 
downward revision of the Plan’s macroeconomic impact in 2021 compared 
with that previously estimated by AIReF. Accordingly, the estimated boost in 
growth for 2021 would drop from 1.5 pp of GDP to a value close to 1 pp. 
However, this reduction in expected growth for 2021 would be offset, at least 
partially, by the recent positive surprises in growth and employment.  

Regarding tourism, despite the positive trend in the rollout of vaccinations, 
the health crisis continues to cast a high degree of uncertainty over the 
normalisation path for tourism that is included in AIReF's macroeconomic 
scenario. The positive pace of vaccination in Spain, and in our most 
immediate geographic environment, has so far resulted in less pressure on 
hospitals. However, progress in vaccination is very uneven between 
advanced and emerging economies. Added to this is the recent increase in 
the rate of coronavirus infections in certain age groups, which might lead to 
new restrictions on international mobility and social interaction, especially in 
the autonomous regions most affected by the resurgence in cases. 
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GRAPH 11. RATE OF VACCINATION IN DIFFERENT 
GEOGRAPHIC AREAS (DOSES PER 100 PEOPLE). 

 

GRAPH 12. DEATHS FROM COVID (PER MILLION 
PEOPLE). 

 
 

 

 

Source: Our World in Data (Extracted on 12/Jul/2021). 
 

GRAPH 13. SPAIN. 14-DAY CUMULATIVE NUMBER 
OF CASES BY AGE GROUP. 

 

GRAPH 14. SPAIN: HOSPITAL ADMISSIONS BY 
AGE GROUP PER 100,000 PEOPLE PER MONTH. 

 
 

 

Source: Carlos III Health Institute (Extracted on 8/Jul/2021) 
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The level of COVID-19 cases in Spain is higher than in the emitting countries 
for inbound tourism. The level of COVID-19 cases is even higher than that 
observed in surrounding countries, as reflected in the composite indicator of 
cumulative cases and the rate of positive diagnostic tests of the ECDC. This 
indicator is particularly important because it is the criterion for classifying 
countries in the EU COVID digital certificate5 that entered into force in all 
Member States on 1 July and will facilitate movement within the EU. Spain is 
one of the few countries classified as high-risk for which restrictions on free 
movement can be introduced6. Given that, in general terms, the main 
emitting countries for inbound tourism into Spain are the United Kingdom, 
France and Germany - the three account for almost half of inbound tourists - 
Spain's comparative disadvantage with other EU countries might have a 
negative impact on inbound tourism in the remainder of 2021. This factor, 
together with the maintenance of certain restrictions on social interaction, 
might slow down the recovery in the flow of inbound tourists to Spain. In this 
regard, at the end of June 2021, Spain was behind its main competitors in 
the recovery of inbound tourism measured by flight bookings. In the week of 
20th June 2021, Greece recorded a volume of flight bookings only 5% lower 
than in the same week of 2019, France 54% lower, Italy 60% and Portugal 
66%, while flight bookings to Spain were still 70% down on the same period of 
2019. 

 
5 This is a certificate of vaccination, negative diagnostic test or recovery from the disease that 
allows free movement for travellers from areas listed as at risk in accordance with the criteria 
set by the EU. 

6 Council Recommendations 2020/1475 and 2021/961 state that free movement from or to 
areas classified as green should not be restricted, while a negative diagnostic test may be 
required for travellers coming from all other areas or even a mandatory quarantine period for 
travellers coming from red areas without a negative test or from dark red areas. 
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GRAPH 15. CLASSIFICATION MAP ACCORDING TO 
COUNCIL RECOMMENDATION7. 

GRAPH 16. HOTEL BOOKINGS. CHANGE WITH 
RESPECT TO THE SAME WEEK OF 2019. VOLUME. 

 

 

Source: ECDC (Extracted on 8/Jul/2021)  Source: Sojern (Extracted on 8/Jul/2021) 

In line with the above, and given the upside and downside risks, AIReF 
maintains its growth forecast of 6.6% in 2021. However, following the 
incorporation of the most recent quarterly National Accounting data 
published by the National Statistics Institute on 24th June, a new composition 
of the sources of growth in 2021 is made. In September, a comprehensive 
review will be carried out with a view to analysing the macroeconomic 
framework that the Government takes into account for the draft budget for 
2022.  

 
7 The countries are classified according to criteria of cumulative coronavirus case notification 
rate and positivity in diagnostic tests and are grouped into 15 groups, which are coded using 
a colour scale. 
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TABLE 1. MACROECONOMIC OUTLOOK FOR 2021. 

 
(*) Contributions to GDP growth 
Source: National Statistics Institute and prepared by AIReF. 

In addition to tourism and the impact of the RTRP, another element to be 
considered in this review is the evolution of the household saving rate over 
2021. In the first quarter of 2021, this rate would have stood at 10.6% of gross 
disposable income, slightly above, although consistent with, the rate forecast 
by AIReF for the year as a whole. 

GRAPH 17. HOUSEHOLD SAVING RATE (% GROSS DISPOSABLE INCOME) 
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Source: National Statistics Institute and AIReF forecasts. 

Finally, it is worth drawing attention once again to the fact that, although 
non-performing loan indicators have not risen, an increase in the coming 
quarters cannot be ruled out. Although it is lower than in other countries, the 
level of stage 2 loans might give rise to an increase in the NPL ratio, once the 
moratoria in force expire and are reflected in official statistics. This may in 
turn lead to an increase in the cost of borrowing for businesses over the 

coming quarters. 

Source: Bank of Spain (Extracted on 8/Jul/2021 

 

GRAPH 18. NPL RATIO. OTHER RESIDENT SECTOR. GRAPH 19. MONTHLY EXPIRIES OF TOTAL 
MORATORIA IN FORCE IN DECEMBER 2020 (% 

OF THE TOTAL). 
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4. ANALYSIS OF BUDGETARY 
STABILITY AND THE 
EXPENDITURE RULE. 

4.1. Total General Government 

AIReF estimates that the General Government deficit will stand at 7.9% of 
GDP, 0.1 points up on the forecast included in the previous report. Two 
months have passed since it last gave its forecast in the report on the 2021 
SPU and over this time, further information has become available on the 
execution of the public accounts which seems to confirm the economic 
recovery in the second quarter. In this regard, slight deviations have been 
detected with respect to the fiscal scenario outlined in May, which have 
been updated in this report. Firstly, the latest published data have been 
incorporated. Secondly, it includes the update of the macroeconomic 
scenario projected by AIReF with similar performance to the previous 
forecast with hardly any changes in the underlying variables. Finally, the 
effect known to date of the measures already assessed in the previous report 
has been incorporated and an estimate of the new measures approved in 
these last two months has been included. 

Compared with 2020, the deficit is reduced by just over 3 points in 2021, due 
to the lower impact of non-recurring items, the reduction in the amount of the 
measures and the recovery in economic activity. Compared with the 
previous report, there is a slight redistribution between the factors that 
explain the reduction in the deficit from 11% in 2020 to the 7.9% expected for 
2021. On the one hand, there is no change in its assessment of the lower 
impact as a result of non-recurring transactions in 2021 compared with 2020, 
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which is largely explained by the reclassification of SAREB as part of the 
General Government in National Accounting terms and the payment of the 
court ruling for CASTOR allocated to 2020, which would account for 0.9 
points of the reduction. On the other hand, the impact of the measures 
would explain a reduction in the deficit of 1.5 points of GDP, 0.3 points lower 
than in the previous report. Within the measures, most of the reduction - 1.4 
points - corresponds to the measures associated with the pandemic, while 
the rest - 0.1 points - is associated with tax measures, 0.2 and 0.1 points lower, 
respectively, than in the Report on the SPU. The rest - 0.6 points - to take it to 
7.9% of GDP, would be explained by the difference in economic activity 
compared with 2020, which has materialised in the positive tax and 
contributions collection data and the baseline evolution of expenditure, 
which would account for 0.2 points more than in the previous forecast.  

GRAPH 20. 
 

 

GRAPH 21.  

 

 

AIReF estimates that revenue will stand at 41.4% of GDP in the scenario 
excluding the RTRP in 2021 and 43% in the case where the plan is included. 
Revenue, without the RTRP, will grow by 8.4% compared with 2020, with its 
proportion over GDP 0.1 points down on the forecast included in the 
previous report. Although the macroeconomic scenario has not changed 
significantly, the positive evolution of tax collection in the early part of the 
year has led to an increase, mainly in the collection forecasts for Corporate 
Income Tax, Social Security contributions, VAT and Special Taxes. In the 
opposite direction, the impact of changes in electricity taxation has been 
incorporated, which, in the case of the Tax on the Value of Electricity 
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Production, would be offset by a lower transfer to the electricity system. In 
addition, in accordance with the certification forecasts of the Autonomous 
Regions, AIReF considers a lower estimate of revenue from the REACT-EU 
funds, which would be carried over to the following years. Finally, including 
the RTRP, revenue would stand at 43% of GDP. 

Expenditure, excluding the RTRP, will stand at 49.4% of GDP, slightly less than 
0.1 points higher than the forecast in the previous report. Including the RTRP, 
the figure would stand at 50.9%. Firstly, the budgetary execution data 
available to date have led to an increase in expenditure under certain 
headings, such as compensation of employees, the Minimum Living Income 
and gross fixed capital formation to incorporate the impact of SAREB's 
ordinary activities. Similarly, the forecasts now include some non-recurring 
elements not initially forecast as a result of several court rulings. Secondly, the 
impact of the new measures adopted by the different governments has 
been included, such as, those adopted by the Autonomous Regions in the 
area of support for companies and healthcare spending. The compensation 
for the revaluation of pensions in 2021 below inflation has also been 
transferred to 2022. Thirdly, AIReF updates the forecast budgetary execution 
of the expenditure linked to the REACT-EU funds, which would stand at under 
80% of the funds allocated to the Autonomous Regions forecast in the 
previous report. These funds, which are currently in the process of being 
approved, provide for the financing, among other actions, of measures to 
mitigate the effects of the pandemic in the fields of healthcare, education, 
social services and support for companies.  

TABLE 2. AIREF FISCAL SCENARIO WITHOUT RTRP IN % GDP 

 

TABLE 3.  AIREF FISCAL SCENARIO WITH RTRP IN % GDP 

 

Rep. SPU Rep. July Difference 
Current-SPU

REVENUE 41.5 41.4 -0.1
EXPENDITURE 49.3 49.4 0.0
NET LENDING/BORROWING -7.8 -7.9 -0.1

Rep. SPU Rep. July Difference 
Current-SPU

REVENUE 43.4 43.0 -0.4
EXPENDITURE 51.2 50.9 -0.3
NET LENDING/BORROWING -7.8 -7.9 -0.1
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4.2. Evolution of General Government revenue 

AIReF estimates that in 2021 revenue without the RTRP will stand at 41.4% of 
GDP, almost 0.1 points lower than forecast in the previous report. The revision 
is the result of a combined effect, on the one hand, of tax revenue and 
contributions rising by 0.4 points compared with the previous estimate and, 
on the other hand, other revenue being revised downwards by a little over 
0.4 points. The downward adjustment of other revenue is due to the effect of 
the accounting allocation of the REACT-EU funds in the accounts of the 
Autonomous Regions and their distribution over the period. Firstly, since they 
are not considered neutral in deficit terms in the specific years but rather 
throughout the period, they would be deducting slightly more than 0.2 points 
of the revenue of 2021. Secondly, making the distribution with a lower weight 
in 2021 compared with the previous estimate would explain the other 0.2 
points of the downward revision.  

By heading, it is income taxes and social contributions that record the largest 
improvement with regard to the previous forecast, with their weight as a 
proportion of GDP rising by 0.2 and 0.1 points. Tax revenue would stand at 
23.2% of GDP and social contributions at 13.8%, both with upward revisions. 
Other revenue would stand at 4.5%, almost 0.5 points down on the previous 
forecast as a result of the effect of the REACT-EU funds. 

AIReF forecasts that total revenue including the RTRP will amount to 43% of 
GDP, 0.3 points less than in the previous estimate. This update is essentially 
the result of the reconciliation made between the revenue and expenditure 
of the RTRP at an accounting level in order to respect the principle of 
neutrality of the Funds. 

TABLE 4. COMPARISON OF AIREF SCENARIOS: REVENUE WITHOUT RTRP % GDP 

 

REVENUE 41.5 41.4 -0.1
TAXES 22.9 23.2 0.3

On production 11.5 11.5 0.0
On income 11.1 11.3 0.2
Capital 0.4 0.4 0.0

CONTRIBUTIONS: 13.6 13.8 0.1
Other Revenue 4.9 4.5 -0.5

2021
 (Rep. SPU)

2021 
(Current) Difference 

Current-SPU
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TABLE 5. COMPARISON OF AIREF SCENARIOS: REVENUE WITH RTRP %GDP 

 

With regard to the evolution of tax revenue, AIReF raises the rate of change 
of revenue in National Accounting terms by 1.2 points compared with the 
May report. The latest available collection data result in an upward revision 
of the tax categories, bringing the year-on-year rate of change to 10.1% 
compared with the 8.8% forecast in the May report. For tax categories under 
the ordinary regime, the growth in the rate of change at the end of the 
period stands at 10.9%. Corporate Income Tax (CIT) records the largest 
change following incorporation of the collection figures for the first 
instalment payment, while the estimate for Personal Income Tax (PIT) is that 
with the smallest revision, with its contribution rising by a little under 0.1 points.  

GRAPH 23. EVOLUTION OF TAX REVENUE UNDER THE ORDINARY REGIME IN NATIONAL ACCOUNTING 
TERMS. CONTRIBUTION OF THE MAIN TAX CATEGORIES TO THE CHANGE (% CHANGE) 

 

With regard to the evolution of contributions, the rate of change compared 
with the previous report has improved by 0.9 points. The improvement in 
growth is due both to the positive performance of tax collection recorded 
up to May and the increase in the estimate of the cost of exemptions. 

REVENUE 41.5 41.4 -0.1
TAXES 22.9 23.2 0.3

On production 11.5 11.5 0.0
On income 11.1 11.3 0.2
Capital 0.4 0.4 0.0

CONTRIBUTIONS: 13.6 13.8 0.1
Other Revenue 4.9 4.5 -0.5

2021
 (Rep. SPU)

2021 
(Current) Difference 

Current-SPU
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4.2.1. PERSONAL INCOME TAX 

AIReF maintains the weight of Personal Income Tax (PIT) cash revenue as a 
percentage of GDP at 7.7%, with softer growth in 2021 compared with the 
trend in other taxes. After completing 2020 with an increase in collection, 
growth is expected for 2021 below economic activity in nominal terms, which 
means that its weight over GDP will fall by 0.1 points compared with the 
previous year.  

GRAPH 24. PIT IN CASH (% GDP AND % CHANGE) 

  

The growth in PIT revenue stands at 5.8%, 0.2 points above the figure in the 
previous report. This increase is due to the new collection data available 
and, to a very small extent, to the slight update of the macroeconomic 
scenario, which revises the increase in the variable compensation of 
employees by 0.1 points. It mainly affects the most significant component of 
PIT - withholdings on work and economic activities - which contribute an 
additional 0.5 points to the growth of the tax compared with the previous 
report. The instalment payments, also linked to economic performance, add 
an additional 0.1 points. In contrast, capital withholdings and other revenue 
contribute 0.1 points less, respectively. The estimates also include the preview 
of results accrued in the 2020 campaign, which shows an estimated net tax 
payable of 4% lower than that of the previous year and whose effect in 
terms of cash represents a contribution that is 0.2 points lower than that 
obtained in May. 
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GRAPH 25. CONTRIBUTION BY COMPONENT TO THE GROWTH OF CASH PIT (% CHANGE) 

 

The growth of personal income tax in National Accounting terms will be 6.5% 
at the end of the year, 0.1 points higher than in the May report. The revision 
comes as a result of the increase in revenue in cash terms, given that the 
updating of the estimates and their effect on the collection mechanism 
generates an adjustment in National Accounting terms similar to that of the 
previous report. 

4.2.2. Corporate Income Tax 

AIReF revises the cash forecast for Corporate Income Tax revenue, raising its 
share of GDP by 0.1 points compared with the previous report to 1.8%. This 
revision is due to including in April’s revenue the first instalment payment for 
2021, which, in addition to recording a significant recovery compared with 
the fall suffered in 2020, includes exceptional revenue for an amount of 
€1.1bn from a merger. As a result, the rate of change rises by 7.2 points 
compared with the forecast in May, to stand at 34.4% after falling by 33.2% 
the previous year, although the relevant information on the evolution of the 
entire year is still subject to uncertainty as two of the largest instalments and 
the settlement of the 2020 campaign are recorded in the last few months of 
the year. 

GRAPH 26. CIT IN CASH (% GDP AND % CHANGE) 
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In National Accounting terms, growth of the tax is also accelerating to reach 
25.1%, 8.8 points higher than in the previous report. The update of the results 
raises the estimates of both revenue and refunds, resulting in a larger 
adjustment in National Accounting terms as a result of the transfer of the 
latter to their year of application, which leads to a higher revision in National 
Accounting terms - 0.2 points of GDP - than that recorded in cash terms. 

4.2.3. Value Added Tax 

AIReF improves its cash forecast of VAT by increasing its weight over GDP by 
less than 0.1 points compared with the previous report to stand at 5.8%. The 
change in the forecast of VAT is the result of the update of the collection 
results and the incorporation of the reduction of VAT on electricity. After the 
falls recorded due to the pandemic and the "Filomena effect", the recovery 
observed in revenue in April and May has proven to be better than AIReF 
expected and higher than the reduction expected due to the lower rate on 
electricity consumption.  

GRAPH 27. VAT IN CASH (% GDP AND % CHANGE) 

  

The recovery in VAT revenue intensifies, with expected growth that is 0.7 
points higher than that forecast in the May report. The update of the results 
produces higher estimates of both revenue and refunds. Gross revenue adds 
an additional 2.5 points to the year-on-year rate of change, while refunds 
contribute 0.9 points less. The legislative measures subtract 0.9 points on 
incorporating the reduction in rates adopted in Royal Decree Law 12/2021 of 
24th June to mitigate the rise in the price of electricity. As a consequence of 
the above, AIReF forecasts that VAT will grow by 10.2% at year-end 2021. 

The rate of change of VAT in National Accounting terms rises by 0.1 points 
compared with the previous report to stand at 11.8%. The update of the 
macroeconomic scenario and the data on tax collection means that the 
movement of taxes to their accrual month transfers less revenue from 
January and February 2022 to 2021, which are months that are also affected 
by the lower rates on electricity consumption. This results in a smaller National 
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Accounting adjustment than that estimated in May, leading to a revision of 
lower growth than that obtained in cash terms. 

4.2.4. Special Taxes 

The collection of Special Taxes increases its weight over GDP by less than 0.1 
points compared with the forecast in May, placing it at 1.7%. After suffering 
uninterrupted falls from April 2020 to March 2021, the April and May 
collection data have been better than expected and cause an upward 
revision of the projections. As a result, the growth expected in rates of 
change stands at 6.6% at year-end, 1.9 points higher than in the previous 
report. The bulk of the revision is made on the Hydrocarbon tax, which is the 
tax most affected by the pandemic. The revision improves growth by 1.1 
points compared with the May forecast. The Tax on Alcohol and Alcoholic 
Beverages and the Tax on Tobacco Products explain 0.5 and 0.4 points of 
the growth, respectively, while the Tax on Beer subtracts 0.1 points. For their 
part, taxes on electricity, intermediate products and coal continue to evolve 
as in the previous report. 

GRAPH 28. SPECIAL TAXES IN CASH (% GDP AND % CHANGE) 

  

4.2.5. Other tax revenue 

Other tax revenue in National Accounting terms accounts for 1% of GDP, with 
its forecast rising by less than 0.1 points. In terms of rate of change, the 
revision is 0.5 points higher than that forecast in May and occurs due to 
various effects. On the one hand, 1.2 points of growth are subtracted by the 
suspension of the Tax on the Value of Electricity Production, neutral in deficit, 
which is partially offset by the increase in the forecast of the Greenhouse 
Gas Emission Allowances. On the other hand, the judgment for the refunds of 
withholdings of Non-Resident Income Tax (IRNR, STS 1581/2019) that was 
taken into account as lower collection in the previous report, is offset by an 
adjustment in National Accounting when it is recorded as higher expenditure 
in other capital transfers and its amount is updated from €600m to €750m 
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according to the latest available information. Consequently, the contribution 
of Non-Resident Income Tax to growth of the heading adds an additional 0.6 
points compared with the previous report.  

4.2.6. Social contributions 

AIReF expects the weight of contributions as a proportion of GDP to fall from 
14.4% in 2020 to 13.8% in 2021, a little over 0.1 points higher than the 13.6% 
estimated in the SPU. This increase is due to two factors. On the one hand, it is 
due to the estimate of the cost of exemptions from contributions. The 
resolution approved in Royal Decree Law 11/2021 considers a higher level of 
exemptions for ERTEs than that forecast by AIReF in the SPU. In addition, it is 
considered that the self-employed workers who are receiving the benefit for 
cessation of activity at the end of May will maintain the exemption from 
paying contributions until September even if they return to employment. On 
the other hand, the published National Accounting data up to April and the 
data on budgetary execution up to May show more dynamic performance 
of contributions than that estimated in the SPU, with greater elasticity with 
respect to compensation of employees. Therefore, AIReF makes an upward 
revision to the estimate.  

The contribution of the components to the growth of social contributions rises 
with respect to that estimated in the SPU. The 0.9 points of change in the rate 
of growth are due both to the increase in elasticity with respect to the 
compensation of employees, which leads to an increase in the contribution 
to growth of both employment and wages, and to the increase in the 
estimate of the cost of the exemptions. This makes the difference with 
respect to 2020 smaller and the contribution to the reduction in the rate 0.3 
points less.  



Report  

38 Report on Budgetary Execution, Public Debt and the Expenditure Rule 2021 15 July 2021 

GRAPH 29. BREAKDOWN OF GROWTH (% CHANGE) IN SOCIAL CONTRIBUTIONS 

 

4.2.7. Other revenue 

The weight of other revenue in relation to GDP falls by almost 0.5 points 
compared with AIReF’s previous estimate, to stand at 4.5% of GDP. In line with 
the information provided by the Autonomous Regions, AIReF has updated its 
forecasts on the time distribution of the revenue associated with the 
REACT-EU funds, abandoning the assumption of neutrality on the deficit. The 
forecast certification of expenditure in 2021 of these funds, which determines 
their allocation as revenue in National Accounting terms, has been revised 
downwards, taking into account the forecasts of the Autonomous Regions 
and the fact that the amendments to the operational programmes have still 
not been approved. Including the RTRP funds, the weight of the other 
revenue would stand at 6% of GDP (1.5 points from adding these funds), 0.3 
points less than in the previous forecast.  

4.3. Evolution of General Government expenditure 

AIReF revises spending slightly upwards, by almost 0.1 points of GDP, to stand 
at 49.4% of GDP excluding the RTRP. However, if expenditure including the 
RTRP is taken into account, the revision is downwards by 0.3 points of GDP 
due to the shift in expenditure from 2021 to 2022, to stand at 50.9% of GDP. 
This reduction offsets the slight increase expected in other expenditure items 
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that are not part of the RTRP. These increases are concentrated in 
compensation of employees and other expenditure, but are partially offset 
by downward revisions in intermediate consumption and GFCF compared 
with the previous report. 

TABLE 6. COMPARISON OF AIREF SCENARIOS: EXPENDITURE WITHOUT RTRP % GDP 

 

TABLE 7. COMPARISON OF AIREF SCENARIOS: EXPENDITURE WITH RTRP % GDP 

 

4.3.1. Main components of public consumption expenditure 

The expenditure components which form part of public consumption 
account for 20.5% of GDP, excluding the RTRP. AIReF revises downwards all 
the main components of public consumption (compensation of employees, 
intermediate consumption and social transfers in kind), although with 
contrasting effects by component. The forecast for growth is 0.3 points down, 
with the annual growth rate dropping from 3.9% to 3.6%.  

In the evolution by component, without the RTRP, there is greater dynamism 
in the expenditure on compensation of employees, which is offset by lower 
expected growth in intermediate consumption. The growth of compensation 
of employees rises by one point in the annual rate of change with respect to 

EXPENDITURE 49.3 49.4 0.0 
Compensation of employees 12.0 12.1 0.1 
Intermediate consumption 5.7 5.5 -0.1 
STK purchased market 2.9 2.9 0.0 
Social benefits in cash 18.5 18.5 0.0 
Interest 2.0 2.1 0.0 
GCF 2.9 2.8 -0.1 
Other expenditure 5.3 5.5 0.2 

2021 
 (Rep. SPU) 

2021  
(Current) 

 
Difference  

Current-SPU 

EXPENDITURE 51.2 50.9 -0.3 
Compensation of employees 

 

12.0 12.1 0.1 
Intermediate consumption 5.8 5.6 -0.2 
STK purchased market 3.0 2.9 -0.1 
Social benefits in cash 18.5 18.5 0.0 
Interest 2.0 2.1 0.0 
GCF 3.7 3.5 -0.2 
Other expenditure 6.2 6.3 0.1 

2021 
 (Rep. SPU) 

2021  
(Current) 

 
Difference  

Current-SPU 
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the forecast in the SPU, to stand at 4.7%. This update is the result of the good 
pace so far this year of affiliations in the public sector and the incorporation 
of new information provided by the General Government that particularly 
affects employment in healthcare and education. In contrast, the estimate 
of intermediate consumption is revised downwards in accordance with the 
evolution of budgetary execution by the State observed up to May and the 
incorporation of information provided by the Autonomous Regions. The 
revision of social transfers in kind is not significant. 

4.3.2. Social transfers in cash 

AIReF forecasts that social transfers in cash will fall by 1.8 points in 2021 to 
18.5%, similar to the estimate set out in the SPU. Even though the difference in 
the estimate is small, there have been changes in both directions in the 
different headings. Specifically, AIReF has increased its estimate of the cost 
of the Minimum Living Income by almost 0.1 points of GDP by adjusting it to 
the budgetary execution data known to date. This increase has been offset 
by the reduction in the estimated cost of ERTEs and the benefit for cessation 
of activity for the self-employed as a result of a greater than expected 
reduction in the number of people receiving these benefits up to June. In 
addition, the estimate of the cost of pensions is reduced, since the extra 
payment correcting for the increase in the CPI will be paid in 2022 instead of 
2021 as forecast in the previous report. 

AIReF estimates that pension expenditure will rise by 3.3% for 2021, 0.5 points 
less than the rate estimated in the SPU. AIReF updates its assessment for 2021 
with regard to the last report as it considers that the impact of the additional 
payment in 2021 to offset the expected inflation for the year with respect to 
the 0.9% increase applied in January will be made effective in 2022 and not 
in the current year. The estimate of the substitution effect (1.4%) and of the 
increase in the number of pensions (1%) is maintained. 
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GRAPH 30. GROWTH IN PENSION EXPENDITURE (% CHANGE). AIREF PROJECTIONS  

 

Unemployment benefits fall from 3.3% of GDP in 2020 to 2.2% in 2021, the 
same estimate as in the SPU. The improvements in the evolution of the ERTEs 
compared with the previous estimate do not change the weight of this 
heading. However, when analysing the weight by component, the weight of 
the measures falls by 0.1 points due to this improvement.  

GRAPH 31. EVOLUTION OF UNEMPLOYMENT EXPENDITURE % OF GDP. AIREF PROJECTIONS 

 

The weight of the other benefits falls from 4.4% of GDP in 2020 to 3.7% in 2021, 
thus maintaining the estimate contained in the SPU. The cost hardly falls in 
2021 despite the reduction in expenditure for COVID benefits as a result of 
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increased spending on the national minimum wage compared with 2020. 
The increase in the cost of the Minimum Living Income is offset by the 
reduction in the expected cost of the extraordinary benefit for cessation of 
activity of self-employed workers under ERTEs with respect to the estimate in 
the SPU. 

4.3.3. Interest 

AIReF revises interest expenditure slightly upwards for 2021 to stand at 2.1% of 
GDP. The change with respect to the previous estimate is due to the 
incorporation of the expenditure allocated as late payment interest in the 
court ruling relating to the instalment payment of Corporate Income Tax, 
which raises spending under this item by €350m. With regard to the baseline 
expenditure estimated through AIReF’s forecasting models, the incorporation 
of the latest available information does not result in a significant change in 
relation to the previous report. 

4.3.4. Gross capital formation 

The weight of gross capital formation is reduced by 0.1 points of GDP in 
relation to the previous report, to stand at 2.8% of GDP, excluding the RTRP. 
The revision of this heading is uneven across sub-sectors. On the one hand, 
the forecast of CG expenditure is revised upwards by just over 0.1 points of 
GDP by allocating SAREB's ordinary activity expenditure according to the 
budgetary execution data published to date. It also rises by 0.1 points in the 
case of the LGs as a result of implementation of the investment that was not 
carried out during the lockdown. In contrast, the gross capital formation of 
the Autonomous Regions is revised downwards by 0.3 points, considering the 
recorded execution and the revision and reduction of the expenditure 
forecasts to be financed with REACT-EU funds, according to the information 
provided by the Autonomous Regions. 

4.3.5. Other expenditure 

Other expenditure will amount to 5.5% of GDP in 2021, excluding the RTRP, 0.2 
points more than in the previous report. One of the main factors behind this 
change is the expenditure on subsidies, which, despite the lower transfer to 
the National Markets and Competition Commission (Spanish acronym: 
CNMC) due to the temporary suspension of the Tax on electricity production, 
rises due to the estimated cost of the exemptions for ERTEs and the benefit 
for cessation of activity of self-employed workers. This increase is due to the 
fact that Royal Decree Law 11/2021 establishes higher percentages of 
exemptions than previously assumed by AIReF. In addition, expenditure on 
other capital transfers increases due to the impact of various court rulings as 
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a result of the new information received, such as the one on the Tax on 
hydroelectric production and the one on Non-Resident Income Tax. Finally, 
there was also an increase in investment support as a result of greater 
expenditure on support for companies granted by the Autonomous Regions 
in addition to that approved at a State level.  

4.4. Analysis by sub-sector 

AIReF revises its deficit forecasts by sub-sector, improving the balance of the 
SSFs by 0.2 points and worsening the balance of the ARs by 0.1 points, while 
the CG and the LGs maintained their previous forecast in terms of their 
weight in GDP, although they worsen slightly in nominal terms. Following the 
revision, the CG deficit forecast remains at 6.1% of GDP, the SSFs improve by 
0.2 points to 1.6%, the ARs stand at 0.5%, with their deficit rising by 0.1 points 
of GDP, while the LGs maintain their forecast of a surplus of 0.3%.  

TABLE 8. BALANCE BY SUB-SECTOR (% GDP) 

 

4.4.1. Central Government 

AIReF maintains the deficit forecast for the CG at the 6.1% of GDP forecast in 
the report on the SPU. There are no changes in the estimate of the deficit as 
the upward revision of the revenue forecast due to better than expected 
budgetary execution data, mainly in CIT, VAT and STs, is offset by the 
increase in expenditure due to the new information available, mainly in gross 
capital formation as a result of the impact of SAREB and in other capital 
transfers due to information on new court rulings. Therefore, the improvement 
in the revenue forecast due to the recovery of the economy does not 
translate into a lower deficit forecast for the CG, with the distance 
maintained with respect to the Government's forecast of 6.3% of GDP. 

SPU 
(Government)

Rep. SPU Rep. July Difference 
Current-SPU

GG -8.4 -7.8 -7.9 -0.1
CG -6.3 -6.1 -6.1 -0.1

SSFs -1.5 -1.8 -1.6 0.2
ARs -0.7 -0.4 -0.5 -0.1
LGs 0.0 0.3 0.3 -0.1

AIReF estimate
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GRAPH 32. CG DEFICIT FORECAST (% GDP) 

 

GRAPH 33. UPDATED CG DEFICIT FORECAST (% 
GDP) 

 

4.4.1.1. Central Government revenue 

AIReF forecasts that CG revenue will amount to 18.4% of GDP in 2021, 
excluding the RTRP, 0.2 points more than in the previous report. Overall CG 
revenue has been revised upwards. Since the transfer set by the financing 
system is fixed, all changes taking place with respect to the previous tax 
estimate are absorbed by this sub-sector. Therefore, the changes in the 
estimates, explained in the previous section, fall on this sub-sector. Revenue 
including the RTRP would stand at a weight of 19.9%. 

Taxes on income are now equivalent to 6.1% of GDP, up from 5.9% in the 
previous report, while other revenue does not change its weight over GDP. In 
income taxes, the revision is mainly due to the aforementioned upward 
revision of Corporate Income Tax. Taxes on production maintain their weight 
over GDP due to opposing effects in the revision. The improvement in the 
forecast for VAT and STs is offset by the effect of loss of revenue resulting from 
the recent legislative measures adopted that affect electricity. 

-5,6
-6,0 -6,1 -6,0

-6,1

-5,2 -5,2

-6,3 -6,3 -6,3
-7,0

-6,5

-6,0

-5,5

-5,0

-4,5

Rep. Lines
5 Nov. 20

Ini. Bud.
8 April 21

Rep. SPU
11 May 21

AIReF
4 June 21

Year-End
15 July

AIReF forecast Government



 Report 

15 July Report on Budgetary Execution, Public Debt and the Expenditure Rule 2021 45 

GRAPH 34. FORECAST OF CG REVENUE WITH RTRP 
(% GDP) 

 

GRAPH 35. CONTRIBUTION TO THE CHANGE IN 
CG REVENUE (%) 

 

4.4.2. Central Government expenditure 

AIReF forecasts that CG expenditure, excluding the RTRP, will amount to 
24.5% of GDP in 2021, 0.3% more than estimated in the report on the SPU. The 
latest budgetary execution data and the new information made available 
after the Report on the SPU published last May have led to an upward 
revision in the estimate of CG expenditure for 2021. This increase takes place 
in expenditure of both the State and CG bodies. Although it is mainly 
concentrated in capital expenditure, current expenditure also rises, 
especially the expenditure on transfers to the Territorial Administrations and 
on interests, partially offset by the downward revision of some items, such as 
intermediate consumption and subsidies. CG expenditure including the RTRP 
would stand at 26% of GDP. 

The main increase in expenditure takes place in gross fixed capital formation 
and other capital transfers. As a result of the latest information published by 
the IGAE, it is expected that SAREB, reclassified as part of the CG in 2020, will 
result in increased spending in 2021, mainly on gross fixed capital formation, 
of an estimated amount of 0.1% of GDP. Furthermore, information following 
publication of the report on the SPU on various court rulings, such as those 
relating to the refund of Non-Resident Income tax and the tax on 
hydroelectric production, result in a total increase in expenditure on other 
capital transfers of 0.1% of GDP.  

In addition, current transfers to other sub-sectors and interest expenditure are 
revised upwards. The spending item of current transfers between General 
Government sub-sectors rises by 0.1% of GDP compared with the estimate in 
the previous report: firstly, in order to reflect the amount of expenditure on 
transfers to the LGs finally approved to finance municipal transport 
compared with the minimum initially provided for in the approved 2021 GSB 
and, secondly, to incorporate the adjustment for the settlement of arrears for 
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the funding of the Catalan regional police force. Although this amount will 
be charged in budgetary terms in three annual sums from 2021 to 2023, for 
National Accounting purposes, the full amount is carried to 2021 by means of 
an adjustment. AIReF also slightly raises its forecast for interest expenditure. 
This revision incorporates late payment interest due to the declaration of 
unconstitutionality of the 2016 reform of the instalment payments of 
Corporate Income Tax.  

In the opposite direction, subsidies and intermediate consumption are 
revised downwards. The estimate of expenditure on subsidies is reduced as a 
result of the measure adopted by the Government to temporarily suspend 
the Tax on the production of electricity. Although this reduction has an effect 
on expenditure, it does not affect the CG deficit as an equal reduction in the 
revenue forecast for this tax is also recorded. Expenditure on intermediate 
consumption is also reduced as the budgetary execution data so far this 
year suggest a more contained evolution of this expenditure compared with 
AIReF’s previous estimate.  

According to AIReF’s forecast, computable expenditure for the purposes of 
the expenditure rule would grow in 2021 by around 10.7% compared with 
2020. This growth is lower than that recorded in 2020, when it grew by 35.2% 
compared with 2019. However, in this pandemic period, it is necessary to 
contextualise that both the growth of 35.2% recorded in 2020 and that of 
10.7% expected for 2021 are strongly conditioned by the major spending 
measures taken to tackle COVID, together with the existence of numerous 
non-recurring operations. The sharp increase in 2020, much larger than that 
expected for 2021, is partly down to the fact that the starting point for 
calculating the change was lower than in 2021, since the starting point was 
the computable expenditure for 2019, which was much lower than that for 
2020 as it pre-dated the expansionary measures of the pandemic. 

This growth does not incorporate either the expenditure financed by the 
NGEU funds or the financial support, but it does incorporate the positive 
effect of the higher revenue expected for 2021 as a result of the tax reforms. 
It is important to bear in mind that all RTRP expenditure, as well as 
expenditure financed by REACT-EU, is excluded from the computable 
expenditure, as it is fully financed with EU funds. Along the same lines, it also 
does not include the expenditure corresponding to SAREB in 2020 as it is in 
theory considered financial support. In contrast, the growth of computable 
expenditure incorporates the positive net impact of tax reforms. For this 
reason, the growth in computable expenditure has been reduced by 1% 
thanks to the higher estimated revenue as a result of the revenue measures 
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provided for in the 2021 GSB, reduced by the VAT reductions for COVID 
measures and those recently approved in relation to electricity. 

GRAPH 36. FORECAST OF CG REVENUE WITH RTRP 
(% GDP) 

 

GRAPH 37. CONTRIBUTION TO THE CHANGE IN 
CG EXPENDITURE (%) 

 
4.4.3. Social Security Funds 

AIReF forecasts a deficit of the Social Security Funds (SSFs) of 1.6 points of 
GDP, 0.2 points less than the 1.8 estimated in the previous report. The 
reduction in the deficit is mainly due to the increase in the estimated 
collection of social contributions, reinforced by a slight reduction in 
expenditure.  

GRAPH 38. SSF DEFICIT FORECAST (% GDP) 

 

GRAPH 39. UPDATED SSF DEFICIT FORECAST (% 
GDP) 

 

AIReF estimates that the weight of SSF revenue in 2021 will be 16 points of 
GDP, 0.2 points higher than estimated in the previous report. On the one 
hand, this change in the estimate is due to the increase in the estimate of 
the cost of exemptions. On the other hand, the evolution of contributions up 
to April in National Accounting terms shows greater elasticity with respect to 
compensation of employees than that estimated in the previous report. 
Consequently, AIReF estimates that contributions will amount to 12.8 points of 
GDP in 2021, 0.1 points higher than the forecast in the report on the SPU.  
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GRAPH 40. FORECAST FOR SSF REVENUE WITH RTRP 
(% GDP) 

 

GRAPH 41. CONTRIBUTION TO THE CHANGE IN 
SSF REVENUE (%) 

 

GRAPH 42. CONTRIBUTIONS (%GDP) 

 

With regard to SSF expenditure, AIReF considers that it will amount to 17.6% of 
GDP. This figure matches the estimate made in the previous report. However, 
there have been several changes in the distribution of expenditure. On the 
one hand, the cost of the Minimum Living Income will rise by 0.1 points of 
GDP over the previous forecast in line with the budgetary execution to date. 
The cost of subsidies for contribution exemptions also rises. However, this 
increase is offset by the reduction in the estimated cost of ERTEs and benefits 
for self-employed workers as a result of a faster reduction in beneficiaries and 
also because the additional pension payment to correct for inflation 
corresponding to 2021 will be paid in 2022 and not in the current year.  
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GRAPH 43. FORECAST OF SSF EXPENDITURE WITH 
RTRP (% GDP) 

 

GRAPH 44. CONTRIBUTION TO THE CHANGE IN 
SSF EXPENDITURE (%) 

 

The evolution of the balance of the different agents of the Social Security 
Funds is not the same. By performing a simplified analysis, based on the 
estimate of the 2020 year-end position of each agent, the impacts are 
broken down into a denominator effect, an effect of the measures and a 
macro / baseline effect. In 2021, only this last item contributes towards 
increasing the deficit. This is due to the increase in pension expenditure. The 
Social Security system maintains its deficit as the increase in pension 
expenditure is offset by the reduction in the total cost of the measures and a 
positive denominator effect. The State Public Employment Service (SEPE) 
reduces its deficit by one point, moving close to a balanced position, as a 
result of the reduction in expenditure on ERTEs in 2021.  

TABLE 9. BALANCE BY AGENT OF THE SOCIAL SECURITY FUNDS (% GDP) 

 

4.4.4. Autonomous Regions 

AIReF forecasts that the ARs may close 2021 with a deficit of 0.5% of GDP, 0.1 
points higher than the deficit estimated in the previous report. This level 
remains below the sub-sector’s projected rate of -0.7% in the SPU and the 
reference rate of -1.1% of GDP. The change is due, firstly, to the downward 
revision of expenditure and revenue associated with the REACT-EU funds, 
with a greater impact on revenue and, secondly, to the increase in 
healthcare spending and spending resulting from other measures associated 
with the pandemic. 

Denominator 
effect

(a)

Effect of 
measures 

differential
(b)

Macro / 
Baseline 

New rep.
 (c)

SSFs -2.6 0.2 1.0 -0.1 1.1 -1.6
     SSS -1.3 0.2 -0.1 -0.3 -0.3 -1.6
     SEPE -1.3 0.1 1.1 0.2 1.3 0.0

2021

2020

Breakdown
Total impact 

(2)=(a)+(b)+(c)

Current 
forecast
 (3)=(1) - 

(2)
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AIReF makes a more realistic estimate of the REACT-EU funds, abandoning 
the assumption of a neutral effect on the annual deficit. Therefore, the time 
recognition of expenditure - which takes place with its execution - is 
dissociated from that of revenue - which takes place with the subsequent 
certification of expenditure - although the neutral impact over the period 
between 2020 and 2024 as a whole is respected. In this regard, it is 
considered that part of the expenditure that will be implemented in 2021 
under REACT-EU, which is lower than expected in the previous report, will not 
be certified this year. Therefore, the associated revenue is carried forward to 
subsequent years. Furthermore, it is forecast that revenue associated with 
expenditure implemented in 2020 will be recognised this year. Based on the 
forecasts provided by the Autonomous Regions, the amount of expenditure 
that will be financed with REACT-EU funds has fallen and the revenue that will 
be registered this year for these funds has fallen to a greater extent.  

The Autonomous Regions generally maintain more pessimistic forecasts, with 
no significant changes in the balance compared with their initial budgetary 
forecasts. In general terms, the ARs maintain the forecasts for 2021 provided 
in the medium-term budget plans, which, as a whole, would lead to the sub-
sector recording a deficit of 0.8% of GDP, with a lower level of revenue and a 
higher volume of expenditure than that estimated by AIReF, without taking 
into account RTRP funds and direct support for companies. 

GRAPH 45. AR DEFICIT FORECAST (% 

GDP)  

 

GRAPH 46. UPDATED AR DEFICIT 

FORECAST (%GDP)  

 

AIReF revises the level of revenue expected at year-end 2021 downwards by 
0.4 points of GDP, excluding the RTRP. This revision is due to the reduction in 
REACT-EU funds, although the outlook for tax revenue improves. Under the 
current forecasts of revenue to be received from the REACT-EU and RTRP 
funds, revenue in the sub-sector is estimated to stand at 17.4% of GDP at the 
end of the year, with growth of 9% over the 2020 level. Within this figure, the 
support for companies and the NGEU revenue from the CG would total 1.2 
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points of GDP (0.6 points for each item) and revenue from the REACT-EU 
funds to be received from the EU would account for 0.2 points. 

GRAPH 47. AR REVENUE FORECAST (% 

GDP) 

GRAPH 48. CONTRIBUTION TO THE 

CHANGE IN AR REVENUE (%) 

 

 
* Includes support for companies 
**Includes RTRP transfers from the CG 

Without the contribution of the new funds and the support for companies from 
the State, regional revenue would grow by 1% on 2020. This growth would 
take place as the reduction in the revenue from the RFS and in the 
unconditional transfers from the CG is offset by the positive evolution of other 
tax revenue - that associated with production and that arising from 
traditional EU structural funds corresponding to the Multiannual Financial 
Framework 2014-2020. Compared with the previous report, the estimates of 
tax revenue other than revenue from the financing system of Autonomous 
Regions under the ordinary regime subject to instalment payments improve. 

TABLE 10. CONTRIBUTIONS OF THE NGEU FUNDS AND SUPPORT FOR COMPANIES TO THE CHANGE IN 
REVENUE IN THE ARS IN 2021. (% CHANGE) 

 

AIReF also moderates the overall growth of expenditure, reducing its 
estimate by 0.2 points of GDP, excluding the RTRP, to place it at 17.3% of 
GDP. AIReF has revised downwards the forecast for overall expenditure in 
2021 based on the estimates made by the regions on the budgetary 
execution of expenditure to be financed by REACT-EU, the budgetary 
execution data recorded to date and the updated information received 
from the regions on healthcare expenditure and other COVID-related 
measures. 
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The forecast for expenditure including the RTRP would stand at 17.9% of GDP. 
According to the information provided by the ARs, it is assumed that part of 
the expenditure associated with the RTRP funds initially planned for 2021 will 
be carried forward to the following years, even if the funds might be 
received from the State before the end of the year. AIReF assumes that the 
funds that have already been territorialised will be implemented in 2021, 
either in the GSB or through the sectoral conferences held. 

The forecasts for expenditure associated with COVID in 2021, concentrated in 
the healthcare field, rise by 0.2 points to stand at 1.6% of GDP. The increase is 
particularly concentrated in compensation of employees and in the 
measures to promote the economy implemented by the ARs as a 
supplement to the support for companies financed by the CG.  The impact 
of the pandemic in the sub-sector in 2021, excluding State measures, would 
be 0.3 points of GDP (15%) lower than in 2020. This is mainly as a result of 
lower healthcare expenditure on intermediate consumption and investment.  

Part of these measures would be co-financed by REACT-EU funds, whose 
implementation in 2021 is revised downwards. The effect of the increase of 
the measures has not been added in full to the forecasts of the previous 
report as the REACT-EU funds finance, among other actions, part of these 
measures. In fact, the REACT-EU funds can finance part of the expenditure 
provided for in the regional budgets not initially associated with this source of 
revenue, covering expenditure implemented from 1 February 2020 to 31 
December 2023. Therefore, it has been necessary to perform a joint review of 
the expenditure regardless of its source of financing in order to make the 
forecasts. In contrast with the execution in 2021 of 80% of all of the funds 
assigned directly to the ARs, the new forecasts show average 
implementation of the REACT-EU funds of 50% in 2021, with the rest of the 
expenditure carried forward to other years. 

TABLE 11. ESTIMATE OF COVID IMPACT IN 2021. ARS (% GDP) 

 

Total ARs
Current 
estimate

Report on 
the SPU

COVID Measures 1.0% 0.8%
      Healthcare 0.5% 0.4%

      Education 0.2% 0.1%

      Other 0.3% 0.2%

Support to companies 0.6% 0.6%
TOTAL 1.6% 1.4%
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AIReF maintains an increase in expenditure (without support for companies 
and funds from the RTRP) that is more moderate than that included in the 
regional forecasts as a whole. Expenditure is expected to stand at 17.9% of 
GDP, an increase of 11% on the 2020 level. This increase would mainly be 
conditioned by State support for companies, the recovery in non-COVID 
expenditure and new projects linked to the NGEU funds. Without the 
expenditure associated with the support for companies and the RTRP funds, 
expenditure would grow by 4% over the 2020 level to stand at 16.7% of GDP. 
This figure is below the estimates of the regions, which, as a whole, maintain 
larger changes in expenditure.  

GRAPH 49. AR EXPENDITURE FORECAST 

(%GDP) 

GRAPH 50. CONTRIBUTION TO THE CHANGE 

IN AR EXPENDITURE (%) (%) 

  

Without the expenditure affected by RTRP funding and State support for 
companies, regional expenditure would grow by 4% on the 2020 level, 
largely funded by REACT-EU. Expenditure would grow as a result of higher 
expected spending on personnel over the 2020 level, particularly in the 
healthcare and education fields, and on subsidies and transfers to 
companies, as a result of the regional measures taken in 2021 in relation to 
COVID, together with the recovery in other expenditure not directly 
associated with the pandemic. These factors cancel the lower COVID-
related expenditure in other items compared with last year (intermediate 
consumption, social benefits, healthcare, educational and social 
agreements and investment).  

TABLE 12. CONTRIBUTIONS OF THE NGEU FUNDS AND SUPPORT FOR COMPANIES TO THE CHANGE IN 
REVENUE IN THE ARS IN 2021. (% CHANGE) 

Change in expenditure 2021/2020 11% 

For support for companies 4% 

For RTRP 3% 

For other expenses 4% 

   Of which, funded by REACT-EU 3% 
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AIReF estimates that the computable expenditure for the purposes of the 
expenditure rule hardly registers any growth under a "special purpose" 
consideration of the extraordinary transfer from the State. The regions’ 
computable expenditure could grow in 2021 by almost 1% over the 2020 
level under the aforementioned estimates of expenditure, special-purpose 
State transfers and revenue from EU funds and provided that the State 
transfer for the deficit is considered a “special-purpose” transfer for this 
calculation, in parallel with the treatment given to the COVID-19 Fund paid 
in 2020. Otherwise, the computable expense could increase by over 5%. 

At an individual level, the outlook generally worsens compared with the 
forecasts given in the report on the initial budgets, although the deficit 
forecasts for most ARs remain lower than the references of -1.1% and -0.7%. 
Based on the current information available and the aforementioned general 
assumptions, AIReF estimates that all the Autonomous Regions except 
Murcia and Valencia could achieve a more favourable balance than the 
reference of -1.1% set for the sub-sector, and only Castilla-La Mancha and 
Extremadura would exceed the deficit of 0.7% of GDP set out in the SPU for 
the sub-sector as a whole. The current year-end forecasts of seven ARs 
(Asturias, Balearic Islands, Canary Islands, Castile and Leon, Extremadura, 
Galicia and Madrid) include a deficit of less than 1.1%. In the event that the 
extraordinary deficit fund were distributed under population criteria, all the 
ARs, except Murcia and Valencia, could achieve a deficit lower than the 
0.7% forecast in the SPU.  

A detailed analysis of each Autonomous Region is included in the individual 
reports published with this report. 
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TABLE 13. CHANGES IN THE BALANCE FORECASTS FOR 2021 BY AR (% GDP) 

 

GRAPH 51. MAP OF ARS NET LENDING/BORROWING 2021 WITH REGARD TO REFERENCE LEVELS. 

DISTRIBUTION OF THE EXTRAORDINARY TRANSFER FROM THE STATE BY GDP PER AR SUB-SECTOR 

 

Current Budgets Current Budgets

ANDALUSIA -0.6% -0.3% -1.1% -1.1%

ARAGON -0.4% -0.4% -1.1% -1.1%

ASTURIAS -0.2% 0.1% -1.0% -1.1%

BALEARIC ISLANDS -0.2% -0.2% -0.6% -1.1%

CANARY ISLANDS 0.2% 0.4% 0.0% -0.2%

CANTABRIA -0.2% -0.1% -1.1% -1.1%

CASTILE AND LEON -0.5% -0.5% -0.7% -1.1%

CASTILE-LA MANCHA -0.9% -0.5% -1.1% -1.0%

CATALONIA -0.4% -0.4% -1.1% -1.1%

EXTREMADURA -0.8% -0.9% -0.8% -0.6%

GALICIA -0.5% -0.4% -0.9% -0.9%

MADRID -0.1% 0.0% 0.0% 0.0%

MURCIA -1.5% -1.4% -1.1% -1.1%

NAVARRE -0.3% 0.0% -1.5% -2.0%

BASQUE COUNTRY -0.1% 0.2% -1.1% -1.1%

RIOJA -0.5% -0.1% -1.1% -0.5%

VALENCIA -1.7% -1.7% -1.1% -1.1%

TOTAL AUTONOMOUS REGIONS -0.5% -0.4% -0.8% -0.8%

ARs
AIReF Forecasts AR forecasts

surplus or balance
deficit < 0.7 %GDP
0.7% GDP < deficit < 1.1%GDP
deficit > 1.1 %GDP
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GRAPH 52. MAP OF ARS NET LENDING/BORROWING 2021 WITH REGARD TO REFERENCE LEVELS. 
DISTRIBUTION OF THE EXTRAORDINARY TRANSFER FROM THE STATE WITH POPULATION CRITERIA. AR SUB-

SECTOR 

 

With the current information, AIReF maintains its warning on the medium-term 
outlook. As already pointed out in the previous report, in 2020 and 2021 
much of the impact of the pandemic will be absorbed by the State. 
However, in 2022, the regional fiscal balance is expected to deteriorate with 
the recording of the settlement in favour of the State of instalment payments 
linked to 2020. Accordingly, it is estimated that in 2022 the revenue of the 
system for Autonomous Regions under the ordinary regime will fall by 5% and 
the balance will worsen by about one point of GDP.  

However, this situation might be mitigated by the measures or actions that, 
where appropriate, may be agreed by the AR and the recording of REACT-EU 
revenue for expenses from previous years. The Stability Programme Update, 
whose forecasts in relation to the regions present a more favourable profile 
than those estimated by AIReF for 2022, states that "both in fiscal year 2022 
and in 2023, part of the effects of the health crisis will materialise in the 
corresponding settlements of the revenue of the financing system of 2020 
and 2021 of the Autonomous Regions under the ordinary regime, which may 
however be partially offset by the higher instalment payments that result 
from the economic cycle. At any event, in addition to the evolution of the 
revenue of the financing system, the path of fiscal consolidation of the 
Autonomous Regions for the period between 2019 and 2024 is heavily 

surplus or balance
deficit < 0.7 %GDP
0.7% GDP < deficit < 1.1%GDP
deficit > 1.1 %GDP



 Report 

15 July Report on Budgetary Execution, Public Debt and the Expenditure Rule 2021 57 

conditioned by the financial support measures provided by the State in 
favour of the Autonomous Regions to address the budgetary impacts 
caused by the health crisis”. In addition, as we have already pointed out, the 
negative gap expected in 2021 between the revenue to be received and 
the expenditure financed by REACT-EU will be carried over as a positive 
figure for the following years. 

4.4.5. Local Governments 

AIReF maintains its forecast of a surplus of close to 0.3% of GDP in the local 
sub-sector in 2021. AIReF has updated, with the latest data published, the 
forecast year-end result for the LG sub-sector. In view of the latest available 
data, corresponding to the budgetary execution of the first quarter of 2021, 
financial information on local debt and deposits at March of this year, and 
data reported to AIReF on the 2021 year-end estimate, AIReF confirms its 
forecasts of the local subsector obtaining a result of around 0.3% of GDP. 
However, the forecast is slightly worse than the previous estimate, mainly as a 
result of the higher expected expenditure at year-end shown by the current 
data provided by the large LGs. This expected balance in 2021 is slightly 
better than that obtained in 2020, mainly as a result of the estimated 
increase in revenue that is more closely linked to economic activity. This 
estimate is subject to uncertainties, mainly as a result of the final application 
of savings from previous years to expenditure. AIReF maintains its forecast 
that the implementation of the RTRP will have a neutral effect on local 
results. 

In addition, the financial information on debt and deposits of the LGs 
confirms the trend towards consolidation of the local surplus at around 0.3% 
of GDP. The latest data published by the Bank of Spain on local debt and 
deposits corroborate the result achieved in the year, of a surplus of around 
0.3 points of GDP, given that the level of debt fell compared with the same 
period of the previous year by almost 0.1 points and deposits rose by over 0.2 
points. Should this trend continue in the second half of 2021, when the 
macroeconomic environment is expected to be more favourable given the 
rollout of the vaccination campaign, the results for 2021 could consolidate 
the levels prior to the pandemic.  

In addition, AIReF maintains its estimate of the impact in 2021 of applying 
local savings from previous years to expenditure at around 0.2 points of GDP. 
AIReF's current forecasts for 2021, which were revised upwards in April given 
the positive 2020 results, confirm the economic impact of applying the 
savings accumulated by the LGs to expenditure of around 0.2 points of GDP. 
The flash estimates published on the 2020 settlement of the LGs as a whole 
do not incorporate information on the amount of the savings at the end of 
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last year. If the 2019 figure of over €20bn is consolidated, and considering 
both the need to maintain a certain level of working capital to deal with the 
cash timing differences and the limited spending capacity that prevents the 
effective execution of some of the expenditure projected for this year, AIReF 
estimates that the additional expenditure that will be verified as a result of 
application of this financial resource stands at around 0.2% of GDP.  

GRAPH 53. FORECAST OF LG SURPLUS (% GDP) 

 

GRAPH 54. UPDATED LG DEFICIT FORECAST (% 
GDP) 

 

AIReF confirms that local revenue, excluding the RTRP, will grow by 4.3% to 
stand at 6.4% of GDP at the end of 2021. The main contributors to this year-
on-year growth are the funds to be received from transfers between General 
Government sub-sectors (including those arising from the financing system) 
and the revenue of the Provincial Councils linked to economic activity. These 
forecasts are slightly better than those of the previous report given the higher 
revenue to be received from the State to cover the transport tariff deficit 
than that estimated in April. However, the weight of estimated local revenue 
over GDP in 2021 is 0.2 points lower than that obtained in 2020 as a result of 
the denominator effect, as the increase in GDP is forecast to be higher than 
the increase in local revenue. Including the RTRP, revenue would stand at 
6.5% of GDP. 
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GRAPH 55. EVOLUTION OF THE REVENUE IN LGS (% 
GDP) 

 

GRAPH 56. CONTRIBUTION TO THE CHANGE IN LG 
REVENUE (%) (%) 

 

AIReF estimates that local expenditure, excluding the RTRP, will rise by 3.7% 
in 2021 year-on-year due to a greater expansion of expenditure resulting 
from activation of the escape clause. The largest impact on this growth is 
determined by investment expenditure followed by the components of 
public consumption. AIReF has revised upwards the growth in local 
expenditure in 2021 as a result of elevating to the sub-sector the information 
provided by the individually analysed LGs. This information shows a growing 
trend in expenditure in the current year as a result of suspended compliance 
with fiscal rules. However, as with revenue, the weight of estimated local 
expenditure over GDP in 2021 is 0.2 points lower than that obtained in 2020 
as a result of the denominator effect. Expenditure including the RTRP would 
stand at 6.1% of GDP. 

The growth expected by AIReF in computable expenditure of the local sub-
sector in 2021 is close to 6%. This growth is strongly influenced by the 
expansion of spending resulting from application of the surpluses from 
previous years. This growth would double that which was approved before 
the pandemic. 

The impact of COVID-19 on this sub-sector is expected to be very limited in 
2021. In 2020, the impact of the pandemic on local finances in terms of 
expenditure amounted to €1.25bn, a figure that AIReF estimates will be 
reduced by a third in 2021. The information provided by the LGs subject to 
individual monitoring confirms this lower impact of COVID-19 on their 
accounts this year. 
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GRAPH 57. EVOLUTION OF THE EXPENDITURE IN LGS 
(% GDP) 

 

GRAPH 58. CONTRIBUTION TO THE CHANGE IN 
LG EXPENDITURE (%) 

 

The information sent by the large LGs confirms the trend of growing 
expenditure in 2021, with an estimated deficit of almost 0.5 points of GDP, 
which reverses the positive balance of 2020. As is customary in AIReF's 
reports, this one is supplemented by an individual assessment of the large 
LGs. The relative importance of these Large Local Governments in terms of 
population and budgets, over 25%, determines their influence on the sub-
sector’s result. According to the data provided, at a group level and apart 
from the negative effect of the pandemic on their accounts in 2021, the 
expected results suggest that they will obtain a combined deficit of around 
0.5 points of GDP. This is mainly the result of the average growth in the 
expenditure they expect to make of almost 13%. The growth in capital 
expenditure is particularly intense with an average of almost 50%. The 
expected increase in expenditure by these LGs is much higher than that 
resulting from the effects of COVID-19 and the application of surpluses from 
previous years, according to the information they have provided to AIReF. 

With the current data, AIReF maintains the warning about the effects of the 
expansion in local spending on their medium-term results. As already 
pointed out in the previous report, the higher level of spending to be 
undertaken in an extraordinary crisis situation such as that currently in place 
must not compromise the future sustainability of local finances and should be 
orientated towards mitigating the negative effects of the pandemic. Any 
extension in spending this year that leads to recurring effects in the future will 
result in a deterioration of the fiscal balance with direct effects on medium-
term sustainability. AIReF has requested information on the recurring or non-
recurring nature of this year's extraordinary expenditure. The LGs have not 
provided information on the matter as they claim not to have this data 
available at the present time. 
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4.5. Impact of the measures on the General Government 
accounts 

4.5.1. Impact of COVID-19 measures 

AIReF raises the impact of the measures approved to mitigate the effect of 
the pandemic to 3.1% of GDP, 0.2 points more than its previous estimate. 
Since publication of the Report on the 2021-2024 Stability Programme 
Update, there have been certain new developments that have led to an 
upward change of 0.2 points of GDP in AIReF's estimate of the cost of the 
measures put in place to mitigate the impact of the pandemic on the 
economy, and which mainly focus on the regional level. The estimate of the 
impact of the CG and the SSF spending measures remains largely 
unchanged since the last forecasts given by AIReF. 

The tax measures adopted against the COVID-19 crisis will have a cost that 
AIReF estimates at €450 million for 2021. The measures approved include 
changes to VAT on medical devices8 and support measures aimed at 
providing flexibility and greater liquidity for companies and self-employed 
workers. AIReF's assessment of this set of measures has been updated with 
the tax collection information available up to May and as a result of the 
downward revision of the impact of the application of the 4% VAT rate on 
disposable surgical masks resulting from the entry into force of Royal Decree 
Law 13/2021 which eliminates the mandatory use of face masks on public 
roads and in outdoor spaces. 

With regard to the income substitution measures approved so far, AIReF 
estimates that their weight will be 1.2 points of GDP, equal to that estimated 
in the SPU. However, the estimate of the cost of the various measures has 
been revised. AIReF revises upwards its estimate of expenditure on the 
Minimum Living Income by €800m, given that the budgetary execution data 
show an acceleration of monthly expenditure for this item. The cost of 
exemptions to the contributions for ERTEs and self-employed workers is also 
revised upwards by about €400m. This is due to the conditions laid down in 
Royal Decree Law 11/2021, which are more generous than the assumptions 
established in the estimate included in the SPU. In the opposite direction, the 
better performance of ERTEs and the number of beneficiaries of the benefit 

 
8 The rate applicable to disposable surgical masks is reduced to 4% (RDL 34/2020 of 
17/11/2020), a zero rate is set for vaccines and products for in vitro diagnosis of COVID-19 (RDL 
35/2020 of 12/12/2020) and a zero-rate application is extended for VAT on medical devices 
intended for public and non-profit entities and hospitals until 31st December 2021 (RDL 7/2021 
of 27/04/2021). 
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for cessation of activity of self-employed workers would reduce spending by 
almost €1bn.  

At a regional level, AIReF reviews the expected impact on health spending 
upwards by about 0.1 points of GDP and adds new regional measures for a 
little over 0.1 points, mainly focused in the area of promoting economic 
activity. From the updated information provided by the ARs, COVID-related 
healthcare expenditure is estimated to be higher than that considered in the 
previous report, by around €700m, which is mainly concentrated in the 
compensation of employees. Furthermore, most of the ARs have put in place 
significant support measures for companies, the self-employed and SMEs 
that supplement the State support and which are expected to have an 
impact of over €1bn at the end of the year. This item, together with the 
upward revision of the expected cost of personnel in the field of education, 
raises the previous forecasts of the impact in 2021 of the non-health COVID 
measures adopted by the ARs by just over 0.1 points. 
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TABLE 14. IMPACT OF COVID MEASURES BY SUB-SECTOR 

 

€ million % GDP € million % GDP

2,592 0.2 28 0.0
2,143 0.2 0 0.0

77 0.0 0 0.0

1,500 0.1 0 0.0

566 0.0 0 0.0

450 0.0 28 0.0

387 0.0 -41 0.0

62 0.0 69 0.0

15,036 1.2 255 0.0
Contributory unemployment benefit 6,039 0.5 -534 0.0

Exemption from contribution 1,988 0.2 379 0.0

Benefit for cessation of activ ity 2,364 0.2 -428 0.0

Exemption from contribution 1,126 0.1 38 0.0

1,263 0.1 0 0.0

2,256 0.2 800 0.1

18,729 1.5 2,175 0.2

182 0.0 6 0.0

12,346 1.0 1,396 0.1

7,000 0.6 0 0.0

6,201 0.5 773 0.1

1,226 0.1 179 0.0

396 0.0 0 0.0

830 0.1 179 0.0

37,583 3.1 2,636 0.2

Impact of measures in 2021
(sign + =higher deficit)

AIReF

Year-end report Differences 
with SPU

Self-
employed 
workers

CG
Expenditure measures

Healthcare expenditure

COVID debt restructuring line

Other expenditure measures

Tax measures
VAT: Reduction in rates for COVID-19 medical supplies, e-
books, disposable face masks, vaccines and in v itro 
diagnostics
Support measures for companies and self-employed

SSFs

Job-
Retention 
Scheme 

(ERTE)

TOTAL MEASURES

Temporary incapacity for work

Minimum Liv ing Income 

ARs 
Revenue measures AR  
(without transfers from CSA)

Non-healthcare expenditure measures AR
(without transfers to LG)

Of which: Support for companies and self-employed workers (RDL 
5/2021)

Healthcare expenditure measures AR

LGs
Revenue measures LG 
(without transfers from CSA and AR)

Expenditure measures LG
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4.5.2. New tax measures 

AIReF estimates that the tax measures approved to date will result in 
additional revenue of 0.2 points of GDP at year-end 2021. New measures 
have been incorporated since the previous report, reducing the total impact 
by €877m, which is just under 0.1 points of GDP. Of this amount, €804m 
corresponds to the incorporation of the new fiscal measures aimed at 
alleviating the effect of the rise in the price of electricity. Royal Decree Law 
12/2021 of 24th June establishes the reduction in VAT9 on electricity 
consumption from 21% to 10% up to the end of the year and the suspension 
of the Tax on the Value of Electricity Production over the next three months. 
In addition to these energy taxation measures, AIReF completes its estimates 
with regard to the previous report by introducing an impact of €15m as a 
result of the extension of the deduction for foreign film productions in 
Corporate Income Tax (RDL 34/2020) and €58m due to the increase in the 
deduction percentages for donations in Personal Income Tax (RDL 17/2020). 

 
9 For consumers with contracted power of up to 10 kW, if the average market price 
exceeds 45 euros per MWh and for severely vulnerable consumers who receive the 
rates subsidy regardless of the market price. 
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TABLE 15. IMPACT OF REVENUE MEASURES ON CASH: AIREF ESTIMATE 

 

The reduction in the VAT rate on electricity consumption9 will result in a fall in 
revenue of €654m according to AIReF's estimates, of which €436m will affect 
collection for 2021. It is estimated that €436m would correspond to the 
accrual of the months of June to October and the remaining €218m to the 
accrual of November to December, whose revenue will be recorded two 
months later, so its impact on collection is shifted to 2022. 

With regard to the Tax on the Value of Electricity Production, it is estimated 
that the collection for the suspended quarter would have been €368m. The 
suspension applies to the third quarter of 2021, which would be paid in 
November of this year and does not affect the public deficit as it entails a 
reduction of the same amount in the transfer from the budget of the Ministry 
of Energy to the National Commission on Markets and Competition (Spanish 
acronym: CNMC). 
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BOX 1. EFFECTS OF THE TEMPORARY MODIFICATION OF VAT ON ELECTRICITY 

On 24th June, the Government approved the temporary reduction of VAT 
on electricity from the general rate of 21% to the reduced rate of 10% by 
means of a Royal Decree-Law. This measure applies from its entry into force 
on 26th June 2021 until 31st December of this year. The beneficiaries will be 
those who have entered into electricity supply contracts with contracted 
power of less than 10 kW provided the average wholesale market price of 
the previous month has exceeded €45/MWh10. The beneficiaries will also 
include, irrespective of the price, contract holders who receive the rates 
subsidy and who fall under the status of severely vulnerable or severely 
vulnerable at risk of social exclusion11. 

EVOLUTION ELECTRICITY CPI SPAIN  

 

 Source: CPI, Eurostat. 

HARMONISED ELECTRICITY CPI (BASE MAY 2019) 

 

This measure aims to reduce the amount of the electricity bill, in response to 
the price rise observed in recent months. As can be seen in the first graph, 
in 2021 there have been increases that place current prices very close to 
the highs recorded in 2017 and 2018. Compared internationally, the 

 
10 Expected prices for the second half of 2021 exceed €80/MWh, in accordance with market 
performance. 

11 These categories are regulated in Royal Decree 897/2017, of 6th October, which regulates 
the category of vulnerable consumer, the rates subsidy and other measures to protect 
domestic electricity consumers. 
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second graph shows that these increases in electricity prices in Spain have 
exceeded the highs of European Union countries, although their 
performance is more volatile.  

In comparable countries, VAT on electricity is levied at both general and 
reduced rates, as shown in the graph below. Ireland, Italy and Greece 
have reduced VAT rates on electricity. In contrast, a number of countries, 
such as France, the United Kingdom and Portugal, apply mixed rates that 
combine the general tax with the reduced rate. For example, in the case 
of France the reduced rate applies to the fixed term of the bill and the 
general rate to the variable term. For its part, the United Kingdom applies 
reduced rates to small consumers on their entire bill and in Portugal on the 
basis of consumption. 

ELECTRICITY VAT RATES. MAIN EU COUNTRIES 

 

Source: Compiled by author based on European Commission information. 

This measure implies a lower collection for all the public authorities. This 
reduction is estimated at between €1.3bn and €1.5bn per year (€650m and 
€750m in the time period over which the reduction will be applied). For this 
estimate, the individual household electricity consumption data of the 
Household Budget Survey have been used. This contains the data on 
household electricity consumption and expenditure in first and second 
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residences12. Information relating to 2019 is used to estimate a cost in terms 
of tax collection of €1.31bn, which, updated with inflation at prices of May 
2021, would entail a cost of €1.48bn.  

When behavioural effects are taken into account, that is, the possibility for 
households to modify their consumption as a result of the recently observed 
price rise, the concentration of consumption in the lower price ranges of 
the time discrimination and the reduction in VAT, the estimated cost is close 
to €1.3bn per year. The reduction in VAT might lead to an increase in 
demand, which would bring the estimated cost in collection to €1.52bn13. 
However, this figure would be reduced as a result of the recent continuous 
rise in prices and of households concentrating their consumption more in 
the lower-price timeslots. In this case, the estimated costs would fall to 
€1.3bn14. If all the effects are taken into account at the same time, the 
estimated cost would be €1.29bn. 

In addition, the effect of the measure on household income is not 
symmetrical as it particularly benefits low-income households. The following 
graph shows how the proportion of electricity expenditure over total 
household income is higher among low-income households (up to 6.2%) 
than for high-income households (2.4%). Consequently, the reduction in 
VAT will proportionally favour the most vulnerable households. This effect 
can also be seen in the graph on the change in the effective VAT rate, 
which shows how the reduction of VAT from 21% to 10% results in a 
reduction in the effective VAT rate that is higher for low-income households 
than for those with higher income levels.  

 
12 Although the measure also affects self-employed workers and companies whose 
electricity contracts do not exceed 10 kW, this impact is low as VAT on services is deductible 
and, therefore, the higher cost is due to the effect that the measure has on households.  

13 See Zhu (2018) A meta-analysis on the price elasticity and income elasticity of residential 
electricity demand for a review of global electricity elasticities. For Spain, AIReF’s 
behavioural VAT microsimulator estimates a short-term elasticity of domestic supplies of 
between -0.3 and -0.6, although a somewhat higher elasticity cannot be ruled out in 
recessionary contexts.  

14 See Burns and Mountain (2021) for estimates of the elasticity of substitution of electricity 
consumption when introducing time discrimination measures.  
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ELECTRICITY EXPENDITURE OVER HOUSEHOLD INCOME BY INCOME LEVEL 

 

CHANGE IN THE EFFECTIVE VAT RATE BY INCOME LEVEL 

 
Source: Compiled by author based on AIReF VAT Microsimulator 2019 

Furthermore, the reduction in VAT on electricity has important effects on 
reducing inequality as it is the good of the entire consumer basket whose 
expenditure is most highly concentrated in low-income households. 
Accordingly, of the 361 goods reflected in the ECOICOP consumption 
basket15, the reduction in the price of electricity is the one that results in the 
largest reduction in inequality for each point that VAT is lowered, as it 
represents a reduction in inequality in terms of the Gini index of 0.02% per 
point of reduction.  

 

 
15 The ECOICOP, European Classification of Individual Consumption by Purpose, is the 
European reference classification for measuring household consumption. 
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4.5.3. Impact of NGEU funds 

4.5.3.1. Analysis of the Recovery, Transformation and 
Resilience Plan 

The RTRP was approved by the European Council on 13th July, including the 
table with the milestones and targets that will give rise to each one of the 
disbursements of the funds up to 2026. However, some of the main reforms 
have not been specifically defined. The main reforms set out in the RTRP, 
such as those relating to pensions, the labour market and tax reform, are not 
yet defined, but must be implemented as part of the milestones 
incorporated in the RTRP.  

AIReF maintains the assumption of fiscal neutrality of the RTRP for 2021. On 
the revenue side, the expected disbursements for 2021 amount to €19.04bn, 
corresponding to the advance and the first disbursement, an amount higher 
than the €5.92bn initially provided for in the GSB. At any event, under the 
principle of fiscal neutrality, this revenue and expenditure will not have any 
impact on the 2021 deficit. In this regard, the Government has pointed out 
that, as the EU institutions have indicated, at the time that expenditure is 
made from the RTRP, an equivalent revenue will be automatically 
recognised in National Accounting terms, regardless of the cash flows.  

In addition, it understands that this fiscal neutrality not only affects the 
General Government as a whole, but also each one of the sub-sectors. The 
State, in its role as centralising the funds of the recovery facility, receives the 
funds and then transfers part of them to the Autonomous Regions, Local 
Governments and the SSFs. Such transfers will entail entries of expenditure 
and revenue in the sub-sectors concerned. AIReF assumes that, as is the 
case for the General Government as a whole, these entries of revenue and 
expenditure will not affect the deficit of the different sub-sectors in National 
Accounting terms. 

Up to the end of May, the State had only executed 0.7% of the budgeted 
expenditure, mainly in the transfers of funds to the Autonomous Regions for 
their implementation. According to the latest published data on budget 
execution corresponding to the month of May, the State executed up to 
that month €162m of the expenditure budgeted in the RTRP for 2021. This 
execution mainly corresponds to the expenditure items that involve transfers 
of funds to the ARs for €160m and not in direct execution. Consequently, 
while the ARs do not execute the expenditure corresponding to the funds 
transferred, this would be a distribution of funds between sub-sectors, but not 
a material execution of the RTRP. 
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According to the information provided by the ARs, part of the expenditure 
associated with the RTRP funds initially planned for 2021 would be carried 
forward to the following years. Even if the funds might be received from the 
State before the end of the year, the ARs may not have enough time to fully 
execute the actions provided for in the RTRP. Therefore, AIReF assumes that 
the funds that have already been territorialised will be implemented in 2021, 
either in the GSB or through the sectoral conferences held. This assumption 
makes it compatible to have a high level of execution of the funds included 
in the GSB at year-end reported by the CG and the risks of a delay in 
execution reported by the ARs. Consequently, and respecting the principle 
of fiscal neutrality in National Accounting terms, the reduction in the 
expenditure of the ARs, calculated at 0.3% of GDP, will result in lower 
expenditure of the CG on current and capital transfers to the ARs for the 
same amount. However, changes in RTRP expenditure do not affect the CG 
deficit because they entail equivalent changes in revenue given their fiscal 
neutrality in National Accounting terms. 

Therefore, AIReF's estimates assume RTRP expenditure of 1.5% of GDP, lower 
than that forecast in the SPU, for 2021. On the expenditure side, the amount 
included in the 2021-2024 SPU for 2021 was €21.16bn, in National Accounting 
terms. In the current report, AIReF has reduced the expenditure of the RTRP 
for 2021 by 0.3 points GDP as it forecasts that complete budgetary execution 
at a regional level will not take place this year, although it maintains the risk 
of lower execution. This estimate would be compatible with the 
macroeconomic effects expected in 2021 as a result of the RTRP, which in 
the report on the SPU were estimated to increase GDP by 1.5%, being 
partially carried over to 2022. At any event, expenditure that is not 
implemented in 2021 would be carried over to subsequent years. Along the 
same lines, lower budgetary execution of expenditure in 2021 does not imply 
risks in terms of the receipt of the first expected payment of the RTRP as the 
milestones contained therein mainly refer to implementation of the reforms 
and to administrative milestones related to the actions of the different 
components.  

However, AIReF considers that the RTRP will have an impact on the deficit in 
the medium term. As pointed out by AIReF in the report on the RTRP, some 
investments provided for in the RTRP might eventually become permanent. It 
also indicated that certain reforms might lead to increases in expenditure in 
the future (such as updating pensions in line with the CPI, the conversion of 
ERTEs into structural mechanisms, the extension of health services or jobs in 
education) and/or generate savings (this would be the case of the spending 
review processes, the mechanisms to enforce the legal retirement age and 
the reform of the tax system). Although the net effect that may result from a 
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combination of these elements is unknown, the RTRP will have an impact on 
the public accounts. 

4.5.3.2. Analysis of REACT-EU 

Unlike the RTRP, with the new information available, REACT-EU will not be 
fiscally neutral in 2021, but it will be fiscally neutral over the period. These 
funds provide for the financing, among other actions, of measures to 
mitigate the effects of the pandemic in the fields of health, education, social 
services and support for companies. They are also integrated into the 2014-
2020 operational programmes of the ERDF and the European Social Fund 
(ESF), with their modification still pending approval. The same principles of 
recognition in National Accounting terms therefore apply as for the 
traditional ERDF and ESF. Expenditure is recognised when incurred, while 
revenue is recognised at the time of its accrual, which is deemed to occur 
when the expenditure is certified for reimbursement. This leads to timing 
mismatches between the budgetary execution of the expenditure and the 
recognition of the revenue.  

Budgetary execution of the expenditure associated with REACT-EU in 2021 
will be less than 80% of the total funds directly allocated to the ARs, 
according to the information provided by the ARs themselves. Spain has 
been allocated a total of €12.44bn in REACT-EU funds, of which €10bn 
correspond directly to the ARs and the rest to the CG. The CG plans to 
implement all its funds in 2021, €1.01bn to buy vaccines and the rest to be 
distributed to the ARs in health programmes. In fact, the CG has already 
implemented €503m in vaccines for 2021 in line with the progressive rollout of 
the vaccination process. For their part, the ARs were expected to implement 
80% of their funds in 2021. However, the forecasts of the ARs show lower 
execution in 2021, around 50% of the funds allocated, with the rest carried 
over to the other years. 

The revenue forecast for 2021 is lower than the forecast budgetary execution 
of expenditure in the same year. According to the REACT-EU Regulation, the 
ARs will be able to certify expenditure incurred from 1 February 2020 to 31 
December 2023. This may lead to a time displacement effect of the 
expenditure certifications (expenditure that has been carried out in 2020 and 
that is certified in 2021 and also expenditure incurred in 2021 that is not 
certified until 2022) as is customarily the case with the ERDF and the ESF. As 
the revenue is not generated until the expenditure is certified, these 
displacements may result in increases or decreases in the 2021 deficit. In 
addition, it is possible to finance expenditure from REACT-EU that the ARs had 
already planned in their 2021 budget or that AIReF had included in its 
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forecasts as COVID measures. It is also possible to finance expenditure 
already implemented in 2020. With regard to the CG, AIReF continues to 
assume that the revenue will be recorded in 2021, thus maintaining neutrality 
in the deficit of the funds allocated to it.  

The revenue and expenditure associated with the REACT-EU funds that are 
not expected to be implemented in 2021 are carried over to other years. 
Although it was initially assumed that implementation of the funds allocated 
directly to the ARs was 80% in 2021 and 20% in 2022, the forecasts show a 
more even distribution over the eligibility period, with most of the expenditure 
concentrated in 2021 and the greatest impact of the revenue in 2022. 
REACT-EU funds will therefore have a negative impact on the deficit in 2020 
and 2021 and a positive impact in subsequent years. 

GRAPH 59. ANNUAL DISTRIBUTION OF REACT-EU REVENUE AND EXPENDITURE ALLOCATED TO ARS (€M) 

  

4.6. Contingent liabilities and fiscal risks 

The pandemic has generated fiscal risks for 2021 in addition to the risks that 
are common to other years. These pandemic-related risks include, on the 
one hand, those arising from the measures taken by the Government due to 
COVID and, in particular, the liquidity measures to preserve the production 
structure from the start of the crisis. In 2021, the Government also adopted a 
series of measures aimed at avoiding possible solvency problems for self-
employed workers and companies most affected by the economic crisis. The 
main measure was the creation of two COVID Lines of direct support to self-
employed workers and companies, with an impact on the 2021 deficit of 
0.7% of GDP. In addition to this support, the extension of the grace periods 
and maturities of loans with a public guarantee and other additional 
measures to make these loans more flexible mean that they are not 
expected to become non-performing loans due to the enforcement of ICO 
guarantees granted as a result of the pandemic in 2021. However, as noted 
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in the report on the SPU, the guarantees and loans granted will have an 
impact on the deficit of 0.8% of GDP spread between 2022 and 2023. 

In addition, there remains a risk that a worse macroeconomic scenario than 
that considered in the fiscal projections will materialise and affect the 2021 
deficit. The macroeconomic scenario underpinning the 2021 deficit forecasts 
remains subject to a great deal of uncertainty. On the one hand, the 
reactivation of the economy is better than expected as a result of progress in 
the vaccination rollout and the easing of mobility and capacity restrictions. 
On the other hand, the risk of a lower impact of the RTRP on the production 
structure due to a delay in its implementation is significant. In addition, there 
are risks arising from new variants of the virus and future restrictions, including 
those from other countries that might affect international tourism. All these 
elements remain key in the evolution of certain variables such as 
employment, wages, private consumption and gross operating surplus, 
which will affect the final path of tax revenue and contributions, as well as 
unemployment expenditure, with an impact on the deficit for the year. 

In addition, there are other fiscal risks arising from the pandemic, some of 
which have already materialised in 2021 for a value of 0.2% of GDP. These 
are mainly risks arising from court rulings and the termination of administrative 
concessions. AIReF had already warned about some of these risks in previous 
reports. So far in 2021, risks amounting to 0.2% of GDP have already 
materialised that raise the deficit (most notably the termination of the 
concession of the AP-7 motorway to ACESA and various judgments, such as 
that relating to Non-Resident Income Tax and the Tax on Hydroelectric 
Production). There are also risks whose amount is unknown, such as those 
related to military deliveries for the current year as a result of defence 
modernisation programmes, the possible impact of the risks assumed under 
public-private partnership contracts and the loans granted by public 
authorities that may become non-performing. 
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5. GOVERNMENT DEBT 

5.1. Total General Government 

5.1.1. Recent evolution and medium-term projections 

The Spanish debt-to-GDP ratio stood at 119.9% in 2020, an increase of 24.4 
points on the level of the previous year. The sharp fall in GDP, the 
denominator of the ratio, contributed 10.5 points to this increase, while the 
public deficit added 11 points. In addition, the reclassification of the debt of 
Sareb added €34.15bn to government debt, which accounted for most of 
the stock-flow adjustment in 2020 (3 points). In this regard, Spain was the 
economy most affected by the pandemic within the European Union, 
recording the largest public deficit and the largest contraction in GDP in 
2020. 
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GRAPH 60. DEBT (% GDP) 

 

GRAPH 61. CONTRACTION IN GDP, DEFICIT AND 
DEBT SIZE IN THE EURO AREA  

 

In the first quarter of 2021, public debt continued to grow sharply, adding 
€47.29bn to stand at €1.39bn. This led to an increase in the debt ratio of 5.3 
points compared with year-end 2020, to reach a new record of 125.2% of 
GDP. This significant change is mainly due to the traditional accumulation of 
Treasury issues in the first part of the year and a denominator effect (1 of the 
5.2 points) given the fall in GDP in the first quarter (-0.5% in terms of volume). 
The upturn in economic activity expected over the coming quarters 
indicates that it may have reached a ceiling in the short term. 

In the medium term, under the macro-fiscal forecasts, AIReF projects a 
reduction in the debt-to-GDP ratio of 7.6 points for 2024, placing the ratio at 
112.4%. The expected upturn in economic activity driven by the RTRP, the 
improvement in the cyclical component of the public balance and the 
gradual disappearance of the pandemic-related emergency measures, 
make it possible to project this reduction in the debt ratio of between 5.6 
and 9.4 points for 2024 in the central interval of AIReF’s stochastic projections. 
This would bring the debt-to-GDP ratio to between 110.5% and 114.3%. Most 
of the reduction in the debt ratio (6.3 out of 7.6 points) takes place in the first 
two years, while it is forecast to stabilise as from the third year. 
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GRAPH 62. DEBT FORECAST (% GDP) AND CONTRIBUTION TO CHANGE 
 

 

 

The high economic growth estimated for the coming years will be the main 
factor in reducing and stabilising the debt ratio. The sharp upturn in 
economic activity expected over the next two years will boost the reduction 
in the debt ratio in the short term. In addition, the low interest rate 
environment will help contain the debt ratio, while the large primary deficits 
projected over the period will continue to push in the opposite direction. 

5.1.2. Compliance with the debt target 

At a national level, the Spanish Constitution and the Organic Law on 
Budgetary Stability and Financial Stability provide for exceptions to 
compliance with fiscal rules. In line with Article 135 of the Constitution, Article 
11.3 of the Organic Law on Budgetary Stability and Financial Stability 
establishes that "Exceptionally, the State and the Autonomous Regions may 
incur a structural deficit in the event of natural disasters, serious economic 
recession or extraordinary emergency situations that are beyond the control 
of the General Government and significantly impair its financial position or its 
economic or social sustainability, as assessed by the absolute majority of the 
members of the Lower House of Parliament. This temporary deviation must 
not endanger medium-term fiscal sustainability.” 

On 6th October, the Government decided to suspend Spanish fiscal rules in 
2020 and 2021. Following the EC’s decision to also activate the escape 
clause for 2021, the Government began the procedure to suspend fiscal 
rules in 2020 and 2021 in the same resolution of the Council of Ministers 
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setting the State’s non-financial spending ceiling for 2021. The Council of 
Ministers decided to suspend the stability and debt targets for 2020 and for 
the period between 2021 and 2023, which had been approved by 
Parliament in May and had become completely outdated as a result of the 
impact of the crisis.  

Activation of the escape clause, both within the scope of national legislation 
and the Stability and Growth Pact, means that there are no regulatory 
benchmarks for measuring compliance with the debt target. 

5.1.3. Sustainability analysis 

The significant increase in the stock of public debt resulting from the crisis, on 
top of the previous high level, places the sustainability of public finances in a 
highly vulnerable position. The previous financial crisis triggered an increase 
of over 65 percentage points in General Government debt between 2008 
and 2014, bringing it to a level of 100% of GDP. In the five years prior to the 
COVID-19 crisis, there was a very insignificant reduction in the debt (5 points) 
despite the favourable tailwinds (sustained growth and a sharp fall in interest 
rates). The contraction in economic activity and the sharp increase in 
borrowing caused by the pandemic have placed the sustainability of public 
finances in a highly vulnerable position, stretching the fiscal variables - both 
flows (deficit) and stocks (debt) - to all-time highs in an unbeatable financing 
environment.  

GRAPH 63. FREQUENCY DISTRIBUTION (1995-2020) OF THE DEBT, PRIMARY BALANCE AND IMPLICIT 
INTEREST RATE  

  
Source: AIReF 

As shown by the simulations performed by AIReF, the high levels of public 
debt mean that, when the crisis is over, consolidation plans must be 
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designed to generate a sustained reduction in the debt ratio to more prudent 
levels. Beyond containing and stabilising the level of debt generated by the 
economic recovery once the pandemic has been overcome, the financial 
sustainability of the public accounts will require a path for reducing the debt 
ratio towards a much more stable position. The tailwind of a likely scenario 
with economic growth higher than the implicit interest-rate on debt will be a 
necessary, but not sufficient, condition for generating a downward path in 
the debt ratio, which at any rate will require the correction of the structural 
imbalances in the public accounts. 

Maintaining a structural deficit similar to that of 2024, i.e. between 3.5% and 
4.5% of GDP, over the long term would stabilise the debt-to-GDP ratio at 
levels significantly over 100%. A gradual and sustained reduction of the 
public deficit towards structural equilibrium, as indicated by the fiscal 
framework, will generate a steeper path for reducing the debt ratio, placing 
it at pre-pandemic levels over the coming decade. The current expectations 
of a lasting low interest rate environment offer greater room for manoeuvre 
when designing a medium-term consolidation strategy, and in theory make it 
possible to return to a balanced structural budget in a gradual manner that 
is not detrimental to growth. 

GRAPH 64. SCENARIOS FOR THE EVOLUTION 
OF THE STRUCTURAL PUBLIC DEFICIT (% GDP) 

GRAPH 65. DEBT SIMULATION (% GDP) 
ACCORDING TO EVOLUTION OF STRUCTURAL 

DEFICIT 

  

Source: AIReF 

The reliance on an environment of low interest rates over a long time horizon 
has become one of the most prominent aspects of the dynamics of debt 
sustainability. The current level of interest rates at historic lows favours debt 
sustainability, even allowing the stabilisation of the debt ratio under a given 
primary deficit. However, given the high debt level, an upturn in interest rates 
might quickly generate an upward trend in the ratio, which would need to 
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be offset by additional fiscal adjustments for it not to become unsustainable. 
Accordingly, a 100 bp rise in interest rate expectations over 2021 would lead 
to an increase in the financial burden of 1 point of GDP in 2030, 1.5 in 2040 
and almost 2 in 2050, placing the heading of interest expenditure at 2.9%, 4% 
and 4.7% of GDP, respectively. This would result in an increase in the debt 
ratio of 6 points in 2030, 16 in 2040 and 26 in 2050. 
GRAPH 66. PRIMARY BALANCE AND DEFICIT 

SCENARIOS ASSOCIATED WITH THE 
EVOLUTION OF INTEREST RATES (+100 BP) 

GRAPH 67. DEBT SIMULATION (% GDP) 
ACCORDING TO SCENARIOS OF EVOLUTION 

OF INTEREST EXPENDITURE 

 

Source: AIReF 

 
(*) The baseline debt scenario is built under the assumption of 
maintaining a long-term deficit similar to that projected for 2024, 
that is, 3.5%. The deficit resulting from the scenario with a higher 
interest expenditure calculated on the assumption of a 100 bp rise 
in future expectations of all sections of the curve is then added. 

5.2. Autonomous Regions 

The increase in the stock of public debt resulting from the COVID-19 crisis, on 
top of a high starting level, and the expected worsening of the fiscal balance 
over the coming years, place the financial sustainability of the AR sub-sector 
as a whole in a position of greater vulnerability. As a result of the previous 
financial crisis, the debt-to-GDP ratio rose by over 19 points from the 
minimum recorded in 2007, to then stabilise at around 24% in the years prior 
to the outbreak of the pandemic. The evolution of GDP and the fiscal 
balance associated with the health crisis project a slight increase in the ratio 
in the coming years, thus delaying the process of deleveraging and 
increasing the sustainability risk of public finances. 
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AIReF estimates that, based on its actual financing needs, the AR sub-sector 
could slightly reduce its debt-to-GDP ratio by the end of 2021 to 25.5%16. 
Starting from a debt-to-GDP ratio of the AR sub-sector at year-end 2020 of 
27.2%, this indicator might improve slightly driven by GDP growth, which 
would offset the expected fiscal deterioration.  

The main factor explaining this reduction in the debt will be the strong 
expected GDP growth, as the estimate of fiscal deterioration in the sub-
sector as a whole is maintained. The estimate of GDP growth is set as the 
driving force behind the reduction in the debt-to-GDP ratio, contributing a 
reduction of two points to the debt level, which will offset the fiscal 
deterioration, which is estimated to raise the ratio by 0.65 points. 

GRAPH 68. EVOLUTION OF THE DEBT-TO-GDP RATIO OF THE ARS AND EXPLANATORY FACTORS (% GDP) 

 

The situation may worsen in 2022. While the expected growth in 2022 will 
mitigate the growth in the debt-to-GDP ratio, the possible deterioration of 
the balance in 2022 will cause a delay in the process of reducing debt levels. 

The increase in the debt ratio will be uneven across the different regions. 
Valencia, the Balearic Islands and Murcia would be the territories that would 
record the largest increases in their debt in 2021 compared with 2020, from 
prior levels that were already high. In 2021, no region will meet the 13% 

 
16 AIReF makes its debt forecasts by considering the actual financing needs and considering 
that the recommendations of AIReF regarding the offsetting of excess funding and the 
application of surpluses are complied with.  
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reference limit, although the Canary Islands, Madrid and the Basque Country 
would be the regions closest to the legal reference rate. 

GRAPH 69. DEBT-TO-GDP RATIO OF THE ARS (% GDP) 

 

The ratio of debt to current revenue17 will continue the positive trend 
recorded in 2020 as a result of the extraordinary transfers also approved for 
2021. The debt-to-revenue ratio will improve again in 2021, boosted by the 
additional revenue transferred to the regions from the State. However, this is 
considered to be a short-term improvement associated with the support 
measures implemented by the State and it does not reflect a structural 
improvement in the regions’ payment capacity. 

 
17 AIReF calculates the revenue/debt ratio on the basis of the net current revenue in National 
Accounting terms. The evolution of this ratio is dependent on the specific features of the 
regional financing system and the extraordinary transfers received by the Autonomous 
Regions in 2020 and 2021. 
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GRAPH 70. DEBT-TO-REVENUE RATIO OF THE ARS 

 

Controlling debt levels is key to avoiding higher debt growth. In 2020, there 
was excess funding greater than fiscal needs. Adjusting, through debt 
authorisations and, where appropriate, extraordinary financing mechanisms, 
the borrowing of the Autonomous Regions to the real financing and liquidity 
needs is a necessary element for controlling the growth of debt levels. 

Under the assumptions of a regulatory scenario18, where it is projected that 
the primary balance will worsen for 2022 and start to correct following that 
year, a reduction in the debt-to-GDP ratio of 9.4 points is calculated over the 
next 15 years, reaching the pre-pandemic level at the end of the decade. 
Under an alternative scenario that maintains a constant primary deficit (0.5% 
of GDP) from 2024, the debt ratio shows a stabilised profile, with a decrease 
in the ratio of 1.2 points in that period. In both scenarios, economic growth 
will be a determining factor in the reduction of the ratio, but it is evident that 
a reduction in the regional debt requires convergence to a balanced 
budget in the medium term. 

 
18 The regulatory scenario implies an annual improvement in the primary balance of each AR 
of 0.25 points of GDP until a surplus of 0.75% is reached, which will be maintained providing 
the debt ratio exceeds the level of 13% of GDP. Once this limit is reached, the primary surplus 
will be equal to the financial burden, projecting a scenario of budgetary equilibrium. 
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GRAPH 71. DEBT PROJECTIONS (% GDP) FOR YEAR OF 
ARRIVAL AT THE REFERENCE LEVEL OF 13% 

GRAPH 72. CONTRIBUTION TO THE 
CHANGE IN DEBT RATIO (% GDP) IN 15 

YEARS (2021-2035) 

 

 

Under a regulatory scenario, it is projected that over two decades will be 
required for the 13% reference limit to be reached. In contrast with the 
scenarios projected by AIReF prior to the crisis, where the level of 13% would 
be reached in around 2035, this limit is not forecast to be reached prior to 
2044, even if the budgetary equilibrium of the sub-sector as a whole is 
maintained. At an individual level, in the coming years, both the Basque 
Country and the Canary Islands are forecast to be below the reference level 
of 13%, while Madrid and Navarre would be at values that are close to, but 
slightly higher then, that level. With a debt ratio of close to 50% of its GDP, 
Valencia would rank as the region with the most vulnerable position. 

A sensitivity analysis indicates that an interest rate hike of 100 bp would lead 
to a cumulative increase in the financial burden of almost 3 percentage 
points over the next 15 years. In contrast, a scenario involving higher 
potential economic growth of 0.5 pp would contribute to reduce the debt 
ratio by around 1.3 additional points in the same period. 

GRAPH 73. DEBT PROJECTIONS (% GDP) AND 
SENSITIVITY TO RATE HIKES AND GROWTH 

SHOCK 

GRAPH 74. CONTRIBUTION TO THE CHANGE IN 
DEBT RATIO (% GDP) IN 15 YEARS (2021-2035) 
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5.3. Local Governments 

AIReF forecasts that the local sub-sector will reach a debt-to-GDP level of 
close to 2% at the end of 2021. The latest data on debt and deposits in this 
sub-sector published by the Bank of Spain, corresponding to the end of the 
first quarter of 2021, show that debt fell, compared with the same period in 
2020, by close to €800m, and that the deposits that LGs have in financial 
institutions grew by close to €2.3bn. At this time, the LGs have a debt-to-GDP 
ratio of 1.8%, 0.2 points down on the ratio at year-end 2020. Even though the 
flash estimates corresponding to the debt situation at the end of April reflect 
an increase in debt in that month of close to €600m, AIReF forecasts a ratio 
of close to 1.7% for the end of this year. However, this estimate is subject to 
uncertainty in relation to the level of expenditure eventually made by the 
LGs in application of the surpluses from previous years allowed by the current 
absence of fiscal rules.  

In relation to bank deposits, AIReF estimates an increase at the end of 2021 
similar to that observed in 2020. In 2020, despite the financial consequences 
of the pandemic, the LGs increased their deposits by €2.5bn. This trend is 
estimated to continue, although to a lesser extent, as a result of the growth in 
expenditure estimated for the sub-sector financed with cash surpluses. Debt 
net of deposits, which has been negative since 2018, since as from that year 
deposits have exceeded debt, ended 2020 with a figure of €8.7bn. It is 
expected to continue growing but at a lower amount than it did in 2020. 
The following graph shows the evolution of the observed data on debt, 
deposits and the net liability position of the LGs (as a percentage of GDP), 
from 2012 to 2020. It also shows AIReF's year-end forecast for 2021. 

GRAPH 75. EVOLUTION OF DEBT AND DEPOSITS OF LOCAL GOVERNMENTS 
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6. RECOMMENDATIONS 

6.1. Live recommendations19 

Complete the medium-term fiscal strategy 

Since the beginning of the pandemic, AIReF has recommended that the 
Government should establish a medium-term strategy to provide fiscal 
guidance and realistically and credibly ensure the financial stability of the 
General Government. However, the Ministry of Finance does not consider 
that it should be prepared until the extraordinary emergency situation 
caused by the pandemic is over and while uncertainty remains. At any 
event, it considers that the fiscal and economic strategy is reflected in three 
documents sent to the European Commission: the RTRP, the National Reform 
Programme (NRP) and the SPU. 

For AIReF, the SPU is an incomplete approximation to the fiscal strategy since 
its budgetary aspect only incorporates the macroeconomic impact of the 
investments and does not include the main reforms that are still pending 
legislative implementation. These reforms affect core areas for the growth 
and the sustainability of public finances, such as those related to pensions, 
the labour market, taxes and the modernisation of the General Government. 

 
19 This section sets out recommendations made in previous reports which, even 
though the Ministry of Finance has explained the reasons why it deviates from 
compliance with the recommendations, AIReF considers them important for 
achieving the effectiveness and credibility of fiscal rules and a robust fiscal 
framework, which it believes is not guaranteed by the usual system and practices. It 
therefore considers that these recommendations remain in force, they are “live 
recommendations” and it urges the Ministry of Finance to comply with them. Should 
this not be the case, it is not necessary to once again explain the reasons for 
deviating from them, unless they are no longer the same. 
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For this reason, in its report on the SPU, AIReF recommended that the Ministry 
of Finance should complete the fiscal strategy, extending the time horizon of 
the SPU and incorporating the macroeconomic and fiscal implications of the 
RTRP. 

In its response, the Ministry of Finance indicates that the public debt and 
deficit are once again on a significant downward path thanks to the 
improvement in the cyclical component. It adds that it is neither necessary 
nor advisable to extend the time horizon of the SPU given the ongoing 
monitoring by the European institutions and the uncertainty about various 
factors affecting the evolution of fiscal variables, which mean that longer-
term projections do not provide a reliable framework for conveying certainty 
about the future fiscal position. It also rejects integrating the macroeconomic 
and fiscal implications of the RTRP, arguing that the macroeconomic impact 
is already included in the baseline state of the SPU and that the fiscal path 
does not include revenue and expenditure as these follow the principle of 
fiscal neutrality. 

However, AIReF considers that greater ambition in defining and specifying 
the fiscal strategy would be desirable, since the strategy contained in the 
SPU is incomplete and insufficient given the level of debt reached and the 
existence of the RTRP. With regard to the former, since at the end of the 
forecast period the deficit level still exceeds that necessary to steer the debt 
towards more sustainable levels. Without prejudice to the current recovery of 
the economy thanks to the improvement in revenue as a result of the 
reactivation of the economy and the gradual withdrawal of the ERTEs (which 
are both cyclical components), it is necessary to incorporate the structural 
reforms provided for in the RTRP in order for this growth to be sustained over 
time.  

These reforms are set out in the RTRP, such as those relating to pensions, the 
labour market, tax changes and rationalisation of expenditure, but the SPU 
does not quantify their macroeconomic and fiscal effects, despite their 
relevance for the public accounts. Neither does it explain which part of the 
investments will lead to structural expenditure increases after the end of the 
plan. 

In addition, AIReF considers that preparing a fiscal strategy involves planning 
in the medium term, i.e. setting future objectives and targets and planning 
actions to achieve them, which does not mean consolidation at the present 
time. Furthermore, the plan should be flexible with the ability to revise it 
depending on the circumstances that arise. The very existence of planning, 
which sets targets and allows for informed decision-making, is what provides 
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certainty to economic agents, without prejudice to the fact that the plan 
may be revised.  

For all of the above, AIREF keeps alive its recommendation that the Ministry 
of Finance should: 

Complete the medium-term fiscal strategy for achieving a level of deficit that 
is sufficient to steer the debt towards more sustainable levels that will reduce 
the vulnerability of the Spanish economy, which involves: 

a. Extending the time horizon of the strategy 

b. Integrating into the strategy the macroeconomic and fiscal 
implications of the implementation of the investments and reforms set 
out in the RTRP 

 

 

 

 

The President of AIReF 

 

Cristina Herrero Sánchez 
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ANNEX I. SUPPLEMENTARY TABLE OF SHORT-TERM 
ECONOMIC INDICATORS 

 

 

 

Indices 2019=100 unless otherwise stated

Feb Mar Abr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Abr May Jun

General PMI (Index >50 Expansion) 51.8 26.7 9.2 29.2 49.7 52.8 48.4 44.3 44.1 41.7 48.7 43.2 45.1 50.1 55.2 59.2 62.4

Sales of Large Companies 100.6 87.6 67.7 77.1 87.1 93.1 95.1 95.3 95.4 96.8 96.3 93.4 95.0 96.4 94.0 93.8

Electricity consumption 101.4 94.1 84.4 87.6 91.5 94.6 95.1 95.8 98.3 97.3 99.1 99.3 96.8 97.7 97.7 98.2 97.7

Hydrocarbon consumption 103.4 85.4 58.6 71.1 82.4 90.7 92.4 93.0 93.6 90.8 93.8 89.2 90.0 97.1 93.5 99.1

Consumer Confidence (Balance of Responses) -7.9 -11.6 -29.2 -28.8 -25.6 -25.6 -28.7 -26.3 -26.7 -29.0 -23.1 -23.7 -25.2 -17.4 -11.6 -9.9 -11.7

Retail confidence (Balance of Responses) 1.9 -1.4 -38.5 -34.1 -25.3 -22.6 -27.8 -24.6 -17.9 -26.8 -22.5 -25.0 -29.7 -21.2 -3.0 2.3 7.6

Retail Sales 101.0 91.1 71.9 82.6 98.1 97.5 99.9 100.0 100.9 102.3 103.2 93.0 99.8 103.5 98.0 100.6

Average gross remuneration 100.5 98.2 98.4 98.6 100.1 100.2 100.9 101.2 101.6 101.6 101.7 101.6 101.7 100.4 100.5 100.4

Car registrations 96.4 31.0 3.9 28.9 62.6 85.2 87.6 85.8 84.1 85.6 96.4 50.9 59.2 67.2 72.3 81.3

Foreign Tourist Spending 101.0 36.7 0.0 0.0 1.4 20.5 20.8 10.2 10.3 9.3 14.2 9.4 6.8 8.5 9.7 16.6

Registration of heavy-goods vehicles 96.6 38.2 13.7 47.7 75.3 93.3 89.3 96.9 94.4 95.3 94.1 85.1 94.8 97.4 94.1 95.6

IPI Capital Goods 98.2 70.7 42.0 65.6 82.4 88.7 91.1 93.1 94.3 93.1 94.2 92.5 90.8 90.1 91.0 90.6

Industrial Climate (Balance of Responses) -2.8 -7.4 -36.3 -33.1 -23.0 -11.9 -10.4 -9.7 -9.5 -7.0 -7.1 -3.9 -6.6 -3.6 -0.9 1.0 -1.1

Manufacturing PMI (Index >50 Expansion) 50.4 45.7 30.8 38.3 49.0 53.5 49.9 50.8 52.5 49.8 51.0 49.3 52.9 56.9 57.7 59.4 60.4

Industrial Production Index 97.4 85.0 65.5 80.3 88.8 93.5 94.5 95.5 96.2 95.3 96.1 95.4 95.4 95.9 97.1 101.2

Industrial Turnover 101.4 80.4 60.0 69.5 80.9 87.1 87.2 88.5 90.5 90.1 91.7 91.7 92.4 95.1 94.8

Construction Confidence (Balance of Responses) -9.9 -10.5 -27.0 -32.4 -19.6 -20.5 -26.4 -25.9 -13.0 -15.7 -14.6 -13.2 -15.2 -6.9 -0.1 2.2 4.6

Cement Consumption 101.6 72.8 50.8 89.3 94.8 93.7 98.6 96.8 93.6 98.3 98.6 83.4 101.4 106.4 99.8 103.6

Services Confidence (Balance of Responses) 9.9 2.3 -47.9 -53.3 -40.2 -33.7 -38.3 -35.8 -30.8 -33.0 -24.3 -27.5 -29.4 -19.5 3.7 8.9 17.9

Services PMI (Index >50 Expansion) 52.1 23.0 7.1 27.9 50.2 51.9 47.7 42.4 41.4 39.5 48.0 41.7 43.1 48.1 54.6 59.4 62.5

ServicesTurnover 101.2 78.3 58.3 68.4 80.0 86.6 85.9 86.8 88.3 88.2 89.9 86.3 90.3 92.4 91.9

Passenger Air Transport 91.5 38.0 0.8 1.3 4.2 21.4 26.4 18.4 16.6 14.7 19.1 15.0 12.1 14.9 21.9 29.3

International Passenger Air Transport 100.4 41.5 0.3 0.6 1.6 17.5 18.0 10.1 9.8 9.9 14.2 10.6 8.0 10.1 10.3 14.9

Goods Air Transport 99.9 68.3 39.3 51.6 56.3 67.0 71.9 77.6 81.2 80.6 82.1 79.1 85.7 87.2 87.0 86.5

Overnight stays in Hotels. Spanish 93.4 37.9 0.0 3.2 15.4 44.6 56.9 48.8 37.6 25.0 26.5 26.1 23.6 29.0 37.7 66.1

Overnight Stays in Hotels. Foreign 102.9 43.2 0.0 0.2 1.2 14.0 16.3 6.8 6.2 9.9 11.9 7.4 6.2 7.9 7.9 11.6

Social Security Affiliations 101.1 99.2 95.6 95.3 95.5 96.5 97.5 98.1 98.4 98.8 98.9 99.1 99.0 98.7 98.7 98.9 100.0

Registered Unemployment 99.5 109.4 121.1 125.0 127.5 124.9 123.8 121.7 120.2 120.3 122.7 122.2 122.8 121.8 123.5 122.5 119.3

Signed contracts 101.3 70.9 38.3 44.5 53.6 70.1 75.8 75.2 72.3 80.8 73.8 77.5 78.0 78.8 74.6 80.8 83.3

2020 2021

General 
activity

Consumer

Investment

Industry

Construction

Services

Labour 
Market 

Exports of goods 99.2 83.1 63.0 73.0 89.2 93.5 91.8 94.8 95.6 96.0 96.6 91.9 99.8 106.1 110.6

Imports of goods 97.8 84.4 63.8 67.1 77.2 85.3 86.5 86.9 88.9 90.2 89.6 86.7 94.6 99.2 105.7

Tourism receipts 61.1 28.3 0.0 0.0 2.5 35.7 36.7 16.2 13.5 7.1 10.5 6.8 5.1 7.5 9.4

World Trade in Goods 97.5 95.4 84.0 83.6 90.1 93.9 95.8 98.2 98.6 100.2 100.4 102.4 102.6 104.8

Exchange Rate ($ for every €) 1.09 1.11 1.09 1.09 1.13 1.15 1.18 1.18 1.18 1.18 1.22 1.22 1.21 1.19 1.20 1.21 1.20

Harmonised ICP Spain (y-o-y rate) 0.9 0.1 -0.7 -0.9 -0.3 -0.7 -0.6 -0.6 -0.9 -0.8 -0.6 0.4 -0.1 1.2 2.0 2.4 2.5

IPSEBENE (core inflation) (y-o-y rate) 1.3 1.2 1.1 1.1 1.0 0.4 0.3 0.2 0.1 0.1 0.1 0.6 0.2 0.1 -0.2 0.0 0.2

Electricity CPI (y-o-y rate) -12.1 -14.2 -19.9 -17.0 -10.8 -10.6 -5.9 -0.1 -6.5 -1.7 5.9 15.1 -3.1 14.6 36.9 36.3 37.1

Harmonised ICP EMU (y-o-y rate) 1.6 1.2 0.7 0.6 0.8 0.9 0.4 0.3 0.3 0.2 0.3 1.2 1.3 1.7 2.0 2.3

IPSEBENE (core inflation) EMU (y-o-y rate) 1.3 1.2 1.1 1.2 1.1 1.3 0.6 0.4 0.4 0.4 0.4 1.4 1.2 1.0 0.8 0.9

Oil Price ($ per Barrel of Brent) 56.5 32.1 15.1 27.8 40.5 43.9 45.4 40.7 39.8 42.0 50.2 54.6 62.8 65.9 64.4 69.5 73.3

Price of Raw Materials 109.2 106.3 100.7 104.9 109.1 113.5 122.0 126.7 124.6 132.0 143.5 126.7 166.8 163.2 172.0 188.9 184.3

Price of Industrial Raw Materials 109.7 106.1 99.8 105.4 114.4 122.4 135.1 137.9 130.1 139.4 156.4 137.9 185.8 180.1 191.9 213.9 211.6

NPL Rate (Rate) 4.82 4.80 4.75 4.73 4.67 4.72 4.74 4.58 4.57 4.57 4.51 4.54 4.55 4.51 4.53

10-year Government Bonds Germany (%) -0.4 -0.5 -0.4 -0.5 -0.4 -0.5 -0.4 -0.5 -0.6 -0.6 -0.6 -0.5 -0.4 -0.3 -0.3 -0.2 -0.2

10-year Government Bonds Spain (%) 0.3 0.5 0.8 0.7 0.5 0.4 0.3 0.3 0.2 0.1 0.0 0.1 0.2 0.3 0.4 0.5 0.4

Financial

Foreign 
Sector

Prices


	TABLE OF CONTENTS
	EXECUTIVE SUMMARY
	1. Introduction
	2. Purpose and scope
	3. Macroeconomic scenario
	4. ANALYSIS OF BUDGETARY STABILITY AND THE EXPENDITURE RULE.
	4.1. Total General Government
	4.2. Evolution of General Government revenue
	4.2.1. PERSONAL INCOME TAX
	4.2.2. Corporate Income Tax
	4.2.3. Value Added Tax
	4.2.4. Special Taxes
	4.2.5. Other tax revenue
	4.2.6. Social contributions
	4.2.7. Other revenue

	4.3. Evolution of General Government expenditure
	4.3.1. Main components of public consumption expenditure
	4.3.2. Social transfers in cash
	4.3.3. Interest
	4.3.4. Gross capital formation
	4.3.5. Other expenditure

	4.4. Analysis by sub-sector
	4.4.1. Central Government
	4.4.1.1. Central Government revenue

	4.4.2. Central Government expenditure
	4.4.3. Social Security Funds
	4.4.4. Autonomous Regions
	4.4.5. Local Governments

	4.5. Impact of the measures on the General Government accounts
	4.5.1. Impact of COVID-19 measures
	4.5.2. New tax measures
	4.5.3. Impact of NGEU funds
	4.5.3.1. Analysis of the Recovery, Transformation and Resilience Plan
	4.5.3.2. Analysis of REACT-EU


	4.6. Contingent liabilities and fiscal risks
	5. Government Debt
	5.1. Total General Government
	5.1.1. Recent evolution and medium-term projections
	5.1.2. Compliance with the debt target
	5.1.3. Sustainability analysis
	5.2. Autonomous Regions

	5.3. Local Governments
	6. Recommendations
	6.1. Live recommendations18F
	ANNEX i. SUPPLEMENTARY TABLE OF SHORT-TERM ECONOMIC INDICATORS

