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1. INTRODUCTION 
 

Today, in the first quarter of 2019 in an uncertainty environment in which the government 

hasn’t approved yet its General Budgets (from now on, abbreviated to GB) for this year 

2019, it should be highlighted the key role Governments, the different Ministries and 

Public Administrations play on this matters and therefore, on the performance and 

development of the Spanish economy. GB determine the specific expenditure and 

activities the government will perform in the following year with some achieved 

revenues1.  

Thus, based on the great importance they may have on the economic and political 

situation, in this TFG their stability, especially since the so recent economic crisis 

experienced will be studied by using the theoretical framework in which they are 

developed as well as different data from the last decades available at IGAE, from the 

Ministry of Public Finance in Spain.  

 

Focused on a vital part of the GB, its main sources of revenue, which, depending on the 

collecting the Government achieves, determines its yearly expenditure. They will be 

classified, primarily, in social contributions, indirect taxes, direct taxes and other sources. 

In order to support the following stability of the General Budgets analysis, the evolution 

of the principal Spanish revenues in the last years will be studied, focusing on the effects 

the economic crisis has had on the consequent financing of the Government. Also, by 

using the data from Eurostat, how the revenues structure of other European countries of 

comparable dimensions and characteristics (like Italy, Germany and France may be) is 

will be observed, and, in addition, their evolution during and after the economic crisis 

compared to Spain.  

 

In short, the main objective of this TFG is to see how the General Budgets, fundamental 

element in our economy, are sustained by the different sources of income and have 

experienced the recent economic recession on their general performance as compared 

with other close countries.  

                                                 
1 Ministerio de Hacienda (2019). Introducción a la lectura de los Presupuestos 

Generales del Estado. 
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2. THE SPANISH PUBLIC SECTOR2 
 

2.1.  INTRODUCTION TO THE SPANISH PUBLIC SECTOR AND PUBLIC 

FINANCE 

 

As defined by Serrano Sanz & Bandrés, the public sector is “the group of economic units 

controlled by public powers, understanding control as a decisive influence on decisions. 

It is composed by Public Administrations and public companies. Public Administrations 

are institutional units whose main function is the production of services not intended for 

selling or the performance of income distribution operations while public companies 

produce goods and services for its subsequent sale”.  

The state plays a key role in the economy by setting rules and regulations market players 

have to obey. It also participates in the market and occasionally performs business 

activities as well.  

 

In Spain, the public sector has experienced important transformations. Not only since its 

change of government system towards a democracy after the so called Transition, but also 

after its entry in the European Union which has implied different rules and regulations 

Spain has to comply with. Two thirds of Spanish economic laws are based in European 

regulations.  

 

It intervenes through the “Public Finance”, defined by the Ministry of Public Finance as 

“the department of the State´s General Administration, in charge of the proposal and 

implementation of the Government´s policy in several matters: Public finance, budgets 

and expenses, public companies, managing financing systems and cooperation with the 

autonomic and local Administration, supporting the Governments delegations and sub 

delegations, performing public function, public employment and their training, 

organizing and reforming the State´s General Administration, services procedures and 

inspection, driving the electronic Administration evaluating public policies and 

improving the public management and services quality”3. 

                                                 
2 Serrano Sanz, J & Bandrés, E. (2017). Lecciones de economía española. 13th edition. 

Madrid: Civitas (Thomson Reuters). Chapter 14.   

 
3Ministerio de Hacienda (2019). Historia del Ministerio.   
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It treats possible market failures, manages income distribution and economic cycle issues. 

Furthermore, it allows to confirm the level of scope the public sector currently has and is 

based on two main components: public income and expenditures. The higher the 

proportion of public expenditure with respect to GDP, the greater the level of 

interventionism. Each year in the Spanish General Budget, public powers can decide on 

a wide range of issues related to expenditure, the way it is distributed and for instance, 

whether to reduce or increase them, this is called “Discretional fiscal policy”.  In 

particular, expenditure is affected by the economic conditions, as, for instance, 

unemployment tends to increase in bad economic situations, and therefore expenditure 

on unemployment will typically increase during these times.   

 

2.2. SPAIN AS A DECENTRALIZED STATE 

 

Since 1978´s Spanish Constitution, Spain is a decentralized state with the governmental 

power divided among three main different levels as may be seen in table 1: Central, 

Autonomic and Local, as well as the influence the European Union and its regulations 

play on the development of the Spanish public sector.  Both Autonomic and Local can 

decide their own budget independently from the State Government. In this sense, apart 

from the Central Government´s Budget, Autonomic and Local Administrations have their 

own budgets4. 

 

 

 

 

 

 

 

 

Table 1: Organization of the Spanish public sector 

Source: Own elaboration. Data from Lecciones de Economía Española, Chapter 14.  

                                                 
4 Ministerio de Hacienda (2019). Introducción a la lectura de los Presupuestos 

Generales del Estado.  
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The Central Government or Administration provides the basic public services (such as 

justice and security), it invests in large infrastructures, facilitates aid to specific economic 

sectors and even social benefits for public employees.  

On the other hand, the different autonomous communities which comprise Spain, focus 

on services like education, healthcare and attention to dependence and disability.  

While local entities direct their budgets towards more local issues like transport, waste, 

cultural and sport activities or water treatment among others.  

These three different levels of government all comprise two different types of entities:  

-Public Administrations: Financed by taxes, they act based on their authority.  

-Public companies: Of less importance, they take part in the market with the aim to 

achieve some objectives, in exchange for a price in order to cover the production costs. 

After the privatization processes performed in the last decades of the 20th century, the 

number of public companies has been reduced significantly and nowadays they have a 

small weight on total production of goods and services. Some public companies still 

operating are, for instance, Renfe or Aena. However, this decentralization of the public 

sector is much more related to the expenditure side of the General Budgets, while, the 

income earned by the Public Finance is still mostly earned by the “State Tax Agency”.  

 

In addition to these three levels of government, in Spain there´s a fourth component of 

the Public Sector named Social Security, of great importance even though it doesn´t have 

a specific geographic nature as the Local Administration may have. Its activity is based 

on a wide range of social expenditures (as pensions, social exclusion, incapacity, 

unemployment or elderly aid). 

On the other hand, its earnings come from the different contributions. Social Security has 

a fund called Social Security Reserve Fund, which acts as a guarantee in case its 

expenditures are greater than the worker’s contributions5. 

 

The different Public Administrations spend in order to achieve a Welfare State. 

  

 

 

                                                 
5 BBVA (2019). Qué es el Fondo de Reserva de la Seguridad Social.  
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2.3. PUBLIC SECTOR REGULATIONS 

 

As stated before, after the various changes Spain experienced with the entrance in the 

European Union, which caused a new responsibility to follow other rules set by the EU, 

there was a need of a reformation of the institutional framework by performing a 

modernisation of the Public Finance and a liberalization of regulations concerning the 

private sector. It’s also noteworthy how these transformations have provided a positive 

effect in Spain, with, among others, a more transparent public administration or simplified 

administrative procedures.  However, there´s still an active range of issues such as the 

great quantity but low quality number of regulations which causes legal uncertainty. 

 

2.4. INTRODUCTION TO SPANISH GENERAL BUDGETS6 

 

The activities mentioned the public sector in Spain performs are explained in detail in the 

State´s General Budgets. They are defined by the law which regulates them (Law 

47/2003) as “the ciphered, joint and systematic expression of the rights and obligations 

to be liquidated during a period by each one of the entities and organisations that are 

part of the State public sector”7. They contain the predicted revenues and expenditures, 

the objectives and activities Spain expects to perform or achieve the following year. 

As stated by the Public Finance Ministry, it is the government who elaborates them and 

the Spanish Parliament who approves them. The process is developed in different stages 

which involve the presentation, of the Stability Program to the European Union, a report 

on the situation and expectations of the Spanish economy, the elaboration of the norms 

that are going to be followed when elaborating the GB, its stability, debt objectives and 

expenditure limits. After this, the Law Project is presented to the Spanish Parliament for 

its approval and before the 15th of October it must be presented to the European Union. 

Then, the Budget is approved after the debate and an amendments process in order to 

have the GB on the way when the next period or year starts.  

 

In summary, they are elaborated from April to September from the previous year (when 

for instance, elaborating the budget for 2017, they started elaborating them in April 2016), 

                                                 
6 Ministerio de Hacienda (2019). Introducción a la lectura de los Presupuestos 

Generales del Estado. 
7 España. Ley 47/2003 de 26 de noviembre de general presupuestaria. 
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after this, they are presented to the EU and lastly, discussed in the Spanish Parliament 

from October to December.   

 

They are also regulated by the article 134 of the Spanish Constitution of 1978. This article 

stablishes how they are elaborated and approved. If they are not approved by the first day 

of the following year, the previous year GB are extended. According to this article of the 

Constitution, they can´t create tributes. Instead, they can modify them when the law 

allows them to8. 

 

2.5. NEW ORGANIC LAW 2/2012 OF BUDGET STABILITY AND FINANCIAL 

SUSTAINABILITY9 

 

In 2012, after the economic crisis, a different regulatory framework was needed and a 

new law was promulgated: The Budget Stability and Financial Sustainability Law (Ley 

Orgánica 2/2012, de 27 de abril). It is based in three main objectives: guaranteeing 

financial sustainability, strengthening the trust in the stability of the Spanish economy 

and bolstering Spanish compromise with European Union in stability matters. 

It defines budget stability as the situation of equilibrium or surplus, and establishes this 

stability as the framework in which the General Budgets will be elaborated, approved 

and implemented.  

 While, on the other hand, the financial sustainability is understood as a permanent budget 

stability in the Public Administrations, which should have a capacity to finance current 

and future expenditure obligations inside the deficit limits, public debt and default of 

commercial debt corresponding the established in this budget stability and financial 

sustainability law, the payment default law and the European law.  

Likewise, it includes as well different principles such as the multi-annual principle, in 

terms of the performance of the GB´s. The principle of transparency, which establishes 

the different Public Administrations and the Public Finance in charge for the availability 

of information regarding the economic and financial situation of the Administrations. The 

principle of responsibility, which finds the different Administrations (Local or from the 

                                                 
8España. Constitución Española. Artículo 134.  
9España. Ley Orgánica 2/2012 de 27 de abril de Estabilidad Presupuestaria y 

Sostenibilidad Financiera.  
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Autonomous communities among others) liable the for their non-compliance of their 

responsibilities. And, lastly, the Institutional loyalty principle, in which the 

Administrations have to act inside their competences, and cooperating with and 

considering other Administrations. 

It is applied to the different Administrations that compose the public sector in Spain 

mentioned earlier (Central Administration, Autonomous Communities, Local and Social 

Security Administrations), as well as to public companies.  

The Government has the authority to ensure the compliance of this law and its principles. 

 This law incorporates for the first time the sustainability in a permanent nature in all 

public administrations, as well as an expenditure rule under which their expenditure can´t 

increase more than the GDP, and sets a debt limit of a 60% of the GDP (being the 

repayment of interests and principal of debt a priority). 
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3. FINANCING SOURCES OF THE SPANISH PUBLIC SECTOR 
 

In order to perform an analysis of the financing sources of the Spanish public sector, the 

main sources of income, their evolution in the last years with the economic crisis effects 

and a comparison with other European countries of comparable size and dimension will 

now be studied in detail.  

 

 

3.1.  MAIN SOURCES OF INCOME IN SPAIN 

 

For the so called Well-Being state developed countries aim to be built, a design of a strong 

structure and source of income is needed in order to finance the expenditure the state 

carries out10.  

 

The different sources of income contribute, as it may be estimated with the national 

accounts data available11 in different proportions and may be classified as follows:  

 

3.1.1. Contributions to Social Security 

 

Workers contributions conform an obligation for both workers and business owners who, 

providing working activity are part of a labour relationship, which lasts in temporal 

incapacity such as illness or pregnancy. Contributions are based in quotas calculated by 

applying the corresponding percentage of contribution to the worker’s base. The applied 

contribution percentage is allocated among worker and the employer company, and 

different percentages are implemented depending on the nature of the base, such as extra 

hours worked, unemployment, occupational accidents and illnesses and regular working 

hours. The company subtracts the corresponding amount from the salary workers will 

perceive and then deposits this quantity and the given amount they owe as employers to 

                                                 
10 López-Rodríguez. D & García Ciria. C (2018). Estructura impositiva de España en el 

contexto de la Unión Europea. Banco de España.  
11 Ministerio de Hacienda (2018) IGAE: Contabilidad nacional. Operaciones no 

financieras. Total sector AAPP y subsectores. Información anual. 
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Social Security, by presenting the contribution documents in any bank or financial 

entity12. 

 

These contributions are classified by the Public Finance Ministry into effective social 

contributions, which are the payments workers, employers or unemployed are obliged to 

make to the Social Security or insurance companies in order in exchange for the different 

social benefits the State provides. Also, the imputed social contributions, which 

employers pay, for instance, to the employees. Lastly, the social contributions by paying 

agents, which are paid by employers and households13.  

 

By adding, from the national accounts available at IGAE, the different social security 

contributions (Effective social contributions charged to employers, effective social 

contributions charged to households and imputed social contributions) from 2017, it may 

be obtained that they conform a 32% of total non-financial revenues (143.056 from 

442.223 million euros14). 

 

3.1.2. Direct and indirect taxes 

 

 To continue with the main sources of income the Spanish Government collects, taxes 

should be introduced, which are defined, by the Spanish Tax Agency as obligations both 

people and corporations are obliged to pay. These obligations are based on the economic 

capacity or payment capacity, rooted on the notion that having a greater economic 

capacity enables to pay a greater quantity of taxes and obligations. We must distinguish 

between direct and indirect taxes. The main difference among them relies on the concept 

that direct taxes are applied to wealth (e.g. personal income tax or wealth tax), whilst 

indirect taxes are implemented on what is performed with that wealth (as consumption 

through the value added tax)15.  

 

                                                 
12 Ministerio de Trabajo, Migraciones y Seguridad Social (2019) Régimen general de la 

Seguridad Social. Información general.  
13 Ministerio de Hacienda y Función Pública (2017). Avance de la actuación económica 

y financiera de las Administraciones Públicas.  
14 Tables with data located in the annex.  
15 Agencia Tributaria (n.a.). Portal Educativo. ¿Qué impuestos hay? 
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3.1.2.1 Indirect taxes16 

 

Regarding the indirect taxes, we firstly find the taxes on production and imports, which 

are applied on the imports of different goods and services as well as on several elements 

used on different stages of production (such as land usage or the employment of labour 

force). Since ESA 2010, they are divided on taxes on products and other taxes on 

production. Taxes on products involve VAT (Value Added Tax), the taxes on imports 

(excluding the VAT) and taxes on products (after excluding the VAT and taxes on 

imports) By analysing these three sources jointly with the most recent data available in 

the IGAE document of all Public Administrations, they sum 114.920 million euros. And, 

being the total amount of non-financial resources 442.223, they amount a 26% of the total 

resources.  

 

Furthermore, VAT is applied to both domestically produced and imported products. They 

amounted a 17% of the total amount. Different tax levels may be applied depending on 

the nature of the good or service being transferred; being the general rate a 21%, with two 

additional rates of 10% (applied, for instance, to transports and house acquisitions) and 

4% for medicines, books and vegetables among others17. 

Looking at taxes on imports after excluding the VAT, they involve, according to the 

Ministry of Public Finance, all the obligations paid to the Public Administrations for the 

imported goods and services. They have a very little weight on total income, as they only 

amounted a 0.03% in 2017.  

While, taxes on products after excluding VAT and taxes on imports tax the production or 

transfer of goods or services to consume it or to produce capital. They contribute in a 9% 

to the Public Administrations.  

On the other hand, taxes on production levy the different activities carried out by 

companies, ranging from production to the selling of services. They accounted for a 5% 

of total income in 2017.  

 

 

                                                 
16 Ministerio de Hacienda y Función Pública (2017). Avance de la actuación económica 

y financiera de las Administraciones Públicas. 
17 Agencia Tributaria (n.a.). Portal Educativo. ¿Qué impuestos hay? 



  
 
 

13 

3.1.2.2 Direct taxes18 

 

While, from direct taxes, the Ministry of Finance identifies various taxes on income, 

which amounted 114.269 million euros and supposed a 26% of the total in 2017: 

 

Firstly, the taxes on personal income (IRPF in Spain). Taxing people´s personal income 

started with the fiscal reform taken place in 1978, it is based on an improvement of 

wellness, a sustained and continued growth with the mentioned earlier two principles of 

the new Organic Law 2/2012; a budget sustainability and a financial stability19.  

 

Secondly, the corporate taxes, which tax corporation’s revenue during the period and 

according to the Ministry of Finance, there has been a clear impact of the better financial 

results of both multinational companies and small and medium enterprises in Spain.  

Equivalently, the Spanish government collects taxes on Wealth, which are collected by 

the Autonomous Communities in Spain20. 

 

While, taxes on capital include, most remarkably, taxes on successions and donations or 

taxes on the increase on the value of urban nature fields.  According to the law which 

regulates the tribute on successions (Ley 29/1987, de 18 de diciembre), it levies 

individual’s possible wealth increases, acts as a complement of the Personal Income Tax 

and is an obligation for those acquiring goods as a consequence of the death of the 

transmitter, those receiving different donations “inter vivos” and the beneficiaries of life 

assurances21. They accounted for a 1% of total non-financial resources in 2017.   

 

                                                 
18 Ministerio de Hacienda y Función Pública (2017). Avance de la actuación económica 

y financiera de las Administraciones Públicas. 

19 España. Ley 35/2006, de 28 de noviembre, del Impuesto sobre la Renta de las Personas 

Físicas y de modificación parcial de las leyes de los Impuestos sobre Sociedades, sobre 

la Renta de no Residentes y sobre el Patrimonio.  

20 Agencia Tributaria (n.a.). Portal Educativo. ¿Qué impuestos hay? 
21 España. Ley 29/1987, de 18 de diciembre, del Impuesto sobre Sucesiones y 

Donaciones. 
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3.1.2.3. Other sources of income22 

 

The Spanish Government obtains revenues from other sources as well, as the property 

rents, which the Administrations obtain a result of offering financing to other institutions.  

They include the distributed rents from entities and other property rents (accounting 

around a 1% and a 0,1% of non-financial revenues each in 2017), as well as the interests 

received, which supposed another 1% of total non-financial income during that same year.   

 

The Ministry of Public Finance recognises as well, which are the selling of goods and 

services, other current transfers and capital transfers. Firstly, the selling of goods and 

services are classified, according to SEC 2010, in the resources obtained from the sale of 

market production and for own final use and the derived of non-market production 

(described as the production transferred for a minimal price or free of charge). In 2017, 

they represented a 6% (24.794 million euros) of the total. 

 

Other current transfers, by contrast, contain all the different resources obtained from 

international cooperation and the compensations from non-life insurances. In total, they 

contributed in a 2%. 

 

Lastly, capital transfers are defined as the acquisition or the transfer of assets. They 

include the taxes on capital previously described and amount a very marginal proportion 

of revenues.   

 

3.1.3 Fiscal pressure 

 

When studying the different sources of income, the concept of fiscal pressure should be 

explained. It is defined by the Spanish Ministry of Public Finance as the taxes and social 

contributions collected by European institutions and the Public Administrations. It is 

expressed as a function of GDP. It increased in 2017, as a consequence of an increase in 

social contributions and taxes on personal incomes and on wealth as well as a drop in the 

doubtful collections adjustment.In accordance with the different regulations established 

                                                 
22 Ministerio de Hacienda y Función Pública (2017). Avance de la actuación económica 

y financiera de las Administraciones Públicas. 
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by the European System of Acccounts (ESA) and European regulations, this fiscal 

pressure is determined and calculated with the various tributes and social contributions 

identified in the ESA23. 

 

 This European System of Accounts is defined as the accounting framework of the 

different economies, that allows to see an economy´s structure, specific parts and its 

development, as well as its relations with other economies. Their regulations are 

compatible with other international and European Union members´ regulations24. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                 
23 Ministerio de Hacienda y Función Pública (2017). Avance de la actuación económica 

y financiera de las Administraciones Públicas. 

24 European Commission (2013). European System of Accounts. ESA 2010. 
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3.2. EVOLUTION IN THE LAST YEARS 
 

In the recent years Spain has suffered the effects and consequences of the economic crisis 

that started on the last years of the 2000s. A study of the evolution of the main sources of 

income the Spanish General Budget has had during the last years and the possible impact 

the economic crisis may have had on them will now be conducted through the use of 

graphs and the data available at IGAE´s accounts25.  

 

To begin with, in the following graph, the evolution of all non-financial resources Spain 

has perceived from 1995 until 2017 is shown. It can be observed how there was a 

sustained growth from 1995 until 2007, with the different transformations and new 

regulations (mentioned in the description of the Spanish public sector) predominantly 

after the entrance in the European Union acting as a possible main reason.  

 

 

Graph 1: Evolution of non-financial resources of all Spanish Public Administrations 

(1995-2007) in million euros. 

Source: Own elaboration.  Data from IGAE 

 

                                                 
25 Tables with data located in the annex. 
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The highest peak in the graph is distinguished in 2007, corresponding to the last instants 

before the start of the economic crisis. After this years, resources started to drop until 

2009 where it maintained a stable and slight growth until today, where it is reaching back 

the levels from 2007.  

 

Secondly, it can be concluded that not all the different Public Administrations that 

constitute the Spanish public sector (Central, Regional, Local Administrations and the 

Social Security Funds) have suffered the effects of the crisis in the same way. Instead, the 

effect has not only been different on each Administration, but in a different timing. 

Clearly, the Central Administration was the most affected by presenting the greatest drop 

in 2008 until 2009 where it started to grow again. While, the opposite effect can be 

distinguished by looking at the Local Administration, which has run a sustained growth 

since 1995 that didn´t drop during the crisis.  

 

 

Graph 2: Evolution of the different Public Administration´s non-financial resources 

(1995-2017) in million euros. 

Source: Own elaboration. Data from IGAE. 
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Security Funds, which before the crisis had as well a constant growth every year, around 

2009 it stopped growing but has maintained, almost intact, its rate until 2017.  

 

To continue, provided the large proportion of total non-financial resources the Spanish 

Public Administrations obtained from the VAT, taxes on income and the sum of social 

contributions (in total, a 75%), a deeper study of this sources will now be carried out to 

see, in greater detail, their development, in terms of their proportion from total GDP on 

the last decades.  

 

Firstly, in graph 3, it can be noted how VAT has had, since 1995, a lower impact on the 

total GDP compared to the taxes on income. On the other side, their evolution throughout 

the crisis years significantly differs. Firstly, from 1995 until around 2003 their trend 

roughly converged with the exception of 2002, but when arriving to the years right before 

the crisis started, a different conclusion may be obtained. Taxes on income increased 

sharply from 2003 until 2007, but, in 2008, when the crisis started, it suffered an 

important drop, followed by a smoother downfall exactly during the years the crisis was 

ongoing. But, in 2012 this negative trend stopped and the proportion of taxes on income 

of the GDP has remained almost constant.   

 

Graph 3: Evolution of VAT and taxes on income (1995-2007) expressed as a % of 

GDP. 

Source: Own elaboration. Data from IGAE.  
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While, VAT´s (Value Added Taxes) development on the last years can´t be described in 

the same way. In the last decades, they have experienced a downfall as well, but some 

time before the crisis, in 2007. Achieved, during the economic recession, in 2009, its 

lowest level of proportion to GDP, while growing the next year in almost a 2% of GDP 

and keeping, until 2017 a sustained growth rate.  

 

Conversely, distinct results may be obtained when observing graph 4, which provides a 

view of the evolution of the sum of the total contributions to the Social Security obtained 

by the Public Administrations from 1995 to 2017. To begin with, it presents a greater 

volatility in its trend, with an inconstant growth from 1995 until 2001 (given the drop in 

1998) and more stable levels with small downfalls from 2001 until 2007. From 2007 until 

2009, concurring with years of the beginning of the crisis, the proportion of social 

contributions increased. After this, it started to drop until today, with different outliers in 

2011 and 2014 in which the contributions seemed to increase. In 2017, the sum of total 

contributions to the Social Security amounted a 12,3% of the total GDP, while the highest 

level was achieved in 2009, when the crisis had just burst, with a 12,9% of total GDP.  

 

 

Graph 4: Evolution of the sum of social contributions (1995-2017) expressed as 

a % of GDP. 

Source: Own elaboration. Data from IGAE.  
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3.3 COMPARISON WITH OTHER EUROPEAN COUNTRIES 

 

In order to develop a comparison of the different structures of income from different 

European countries comparable in terms of size and dimensions with Spain: Italy, 

Germany and France; as well as with the average of 19 countries in the euro area different 

data available in Eurostat will be used26.   

 

Firstly, it can be differentiated in graph 5, which expresses the total government income 

as a percentage of total GDP, that Spain has, nowadays and in the last ten years, a smaller 

proportion of total government revenue compared to the average from 19 countries in the 

euro area. This sustains the idea that is expressed at Fedea policy papers, that Spain has 

a lower fiscal pressure as compared to other European countries27.  

 

 

           Graph 5: Total Government revenue (2007-2017) expressed as a % of total GDP. 

          Source: Own elaboration. Data from Eurostat 

 

The government revenue had a much stronger drop after the economic crisis in Spain, 

especially from 2007 to 2009. After this, it started to slightly grow again and from 2011, 

it can be observed how the pattern of growth has been a close approximation with the 

                                                 
26 Tables with data located in the annex. 

27 Conde-Ruiz J.I, Díaz M, Marín C & Rubio Ramírez J.  (2017).  Los ingresos públicos 

en España. Fedea 

0

5

10

15

20

25

30

35

40

45

50

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Spain Euro area (19 countries)



  
 
 

21 

euro area´s pattern. However, from the levels in 2007 to 2017, the average euro area 

countries have increased the proportion of revenue in the GDP while Spain is still more 

than a 3% lower than in 2007 and hasn´t restored the prior to the crisis levels yet.  

While, when comparing Spain with Germany, France and Italy in graph 6, we may state 

Spain is also lagging in terms of the proportion of GDP revenues comprise with a 37.9% 

in 2017.  

 Also, as mentioned by López- Rodríguez & García Ciria, this lower revenue proportion 

is, in most part, a result of the lower fiscal pressure in the indirect taxes and the lower tax 

rates on these type of tributes. From the beginning of the economic crisis, the noticeable 

drop in the total revenues comes from the apparent great increase that the economy was 

experiencing some years before as a result of the growth the housing sector was 

developing28.   

 

 

Graph 6: Total Government revenue (2007-2017) expressed as a % of total GDP. 

Source: Own elaboration. Data from Eurostat.  

 

Conversely, the proportion is led by France, with a 53.8% in 2017.  None of the three 

countries used in the comparison have suffered such a great decrease in their revenues 

                                                 
28 López-Rodríguez. D & García Ciria. C (2018). Estructura impositiva de España en el 

contexto de la Unión Europea. Banco de España.  
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during the crisis as Spain has. And, while French total government revenues have 

increased in around a 4% of GDP, Spain hasn´t achieved back its pre-crisis levels yet.  

 

To continue, several differences on the principal sources of revenue and their contribution 

to total GDP in each country can be noted. First of all, regarding main taxes such as taxes 

on production and income in Graph 7. Spain is, in this matter, slightly below the euro 

area countries average (in 1% less revenues of the total GDP). Also, a different outcome 

from the crisis may be observed in the euro area countries, as the greatest decrease from 

2007 (moments before the beginning of the crisis) until 2014 was just a 0,5%, while in 

Spain from 2007 until 2009 there was a drop of a 3% on these taxes on production and 

income.  

 

 

Graph 7: Taxes on production and income (2007-2017) expressed as a % of 

GDP. 

Source: Own elaboration. Data from Eurostat.  

 

In addition,  it is noticeable how from 2007 until 2017 the euro area has kept a more stable 

development than in Spain, especially during crisis times.  

 

 On the other hand, when considering graph 8, which compares the taxes on production 

and income with France, Italy and Germany, it may be concluded that, although Spain 
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revenues against Germany, it nowadays has a 0,01% of total GDP more than in 2007 and 

is has, once again, a greater proportion of taxes on production and income than Germany.   

 Also, France has, once again, a higher collection of this taxes and is the country which 

has incurred the greatest increase in this taxes, maintaining, throughout the last ten years, 

a growth rate.  

Italy, held, as Spain (yet softer and more stable), a decrease in the proportion this tax 

amounts of its total GDP during 2008 and 2009.  

 

 
         Graph 8: Taxes on production and income (2007-2017) expressed as a % of GDP. 

         Source: Own elaboration. Data from Eurostat.  

 

 

Whilst, when studying the contribution of taxes on income and wealth in graph 9, we may 

conclude Spain gently surpassed the euro area average before the crisis burst. After this, 

it started to decrease and nowadays has a 2,6% lower proportion of contribution to the 

total GDP than the nineteen euro area countries.  
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Graph 9: Evolution of taxes on income and wealth (2007-2017) expressed as a % 

of GDP. 

Source: Own elaboration. Data from Eurostat. 

 

On the other hand, when comparing it with other European countries in graph 10 below, 

it may be observed it was the most affected one by the economic recession, as from being 

right after the leader, Italy, it has, today, the lowest levels among the 4 countries and is 

the only one that hasn´t recovered its previous levels yet.  

 

 

 Graph 10: Evolution of taxes on income and wealth (2007-2017) expressed as a 

% of GDP. 

          Source: Own elaboration. Data from Eurostat.  
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Nevertheless, in these taxes a distinct evolution in the crisis period may be regarded. In 

this case, although lower than the Spanish decrease, Germany, Italy and France, present 

a decrease in the proportion these taxes contribute to their total GDP, especially in France 

and Germany.  

 

While, regarding the net social contributions, we may find a different evolution. Firstly, 

it can be seen in Graph 11 how Spain is, once again, below the Euro area level and Italy, 

Germany and France in this case, but the development during and after the crisis was 

distinct. As, instead of dropping in 2008, it experienced a slight growth in the immediate 

years after the crisis, but started to drop after 2014. This decrease may be related the 

increase in the unemployment growth.  

 

 

 
 

Graph 11: Evolution of net social contributions (2007-2017) expressed as a % of 

GDP. 

Source: Own elaboration. Data from Eurostat. 

 

 

 

Meanwhile, it may be observed that the rest of the European countries have had a slightly 

noticeable different evolution, as they all have increased, at least, a 0,5% from 2007 until 
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Graph 12: Evolution of net social contributions (2007-2017) expressed as a % of 

GDP. 

Source: Own elaboration. Data from Eurostat.  

 

To conclude, Spain has, on average, the lowest proportion of the distinct revenues as a 

percentage of total GDP when comparing it with other European countries, with the 

exception of taxes on production and income, where, Germany presents a slightly lower 

portion since 2013. By contrast, France tends to be the leader in terms of proportion in 

most sources of revenue. And, as stated by López-Rodríguez & García Ciria, Spain has, 

compared to the rest of countries part of the European Union a greater weight of social 

contributions but a smaller weight from indirect taxes29. 

 

 

 

 

 

 

 

                                                 
29 López-Rodríguez. D & García Ciria. C (2018). Estructura impositiva de España en el 

contexto de la Unión Europea. Banco de España.  
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4. MAIN EXPENSES30 
  

Like it was mentioned earlier, the General Budgets contain the expenditure the 

Government makes during the year. For that reason, it may be significant to look at the 

biggest sources of expenditure from the most recent data available at IGAE31: 

 

The greatest expense comes from the social benefits distinct from social transfers in kind, 

which involved a 37% of total non-financial expenses in 2017 (177.711 from 478.126 

million euros32). They involve all the transfers performed by the different Public 

Administrations to households in order to relieve the effects that facing, for instance, 

unemployment or illness may imply.  

 

The second greatest expenditure source is the salaried remuneration, which conform all 

the payments done by the Public Administrations to their workers. They include the social 

contributions charged to the employer. They supposed a 25,7% (123.045 million euros) 

of total non-financial expenses.  

 

While, intermediate consumptions, conveyed a 12,3% (58.817 million euros). They 

involve all of the goods and services that have been consumed in the production process.  

Social transfers in kind (production acquired in the market) and interests supposed around 

a 6% each. Interests embrace the given obligations the Public Sector has corresponding 

to a needed financing to develop their activity. On the other hand, social transfers in kind 

are related to all the goods and services acquired to deliver them afterwards to households, 

in terms, among others, of medical or educational assistance to those households who 

need them.   

 

It is also remarkable the disbursement the gross formation of fixed capital supposes to the 

Public Administrations, 23.019 million euros (around a 5% of total non-financial 

expenses).  

                                                 
30 Ministerio de Hacienda y Función Pública (2017). Avance de la actuación económica 

y financiera de las Administraciones Públicas. 
31 Ministerio de Hacienda (2018) IGAE: Contabilidad nacional. Operaciones no 

financieras. Total sector AAPP y subsectores. Información anual. 
32 Tables with data located in the annex. 
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Other noteworthy expenses seen in the Public Administrations accounts in the IGAE 

include products subsidies, other subsidies to production, international current 

cooperation and EU own resources (including VAT). 

 

 

 

 

 

 

 

5. ANALYSIS OF THE GENERAL BUDGETS STABILITY 
 

In order to conduct a final analysis of the General Budgets stability in Spain, we must 

introduce the concept of Budget Balance, defined by the Eurostat as the difference 

between the government expenditure and income33. This Budget Balance can be a deficit 

when the expenditure is greater than the resources obtained34 and, by contrast, a surplus 

when the resources are greater than the expenditure.  

 

By looking at the total expenditures and resources obtained by all Public Administrations 

in the data available at IGAE, from 1995 until 2017, it may be affirmed that ever since 

1995, the Spanish Administrations has predominantly experienced a budget deficit 

situation, especially the immediate years following the explosion of the economic crisis. 

More specifically, in the most recent period available, 2017, total non-financial 

governmental expenditure amounted 478.126 million euros, whilst non-financial 

revenues were only 442.223, constituting a so called need of financing of 35.903 million 

euros as it may be observed in table 2.   

                                                 
33 European Comission (2019). Statistics explained. Glossary: Public balance. 
34 European Comission (2019). Statistics explained. Glossary: Budget deficit 
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Graph 13: Evolution of non-financial resources and expenses (1995-2007) in 

million euros. 

Source: Own elaboration. Data from IGAE.  

 

However, the budget deficit that can be firstly seen in graph 13, just in the first year of 

data available, there was already a need of financing of 32.327 million euros which started 

to decrease until 2005 (being almost unnoticeable from 1999 to 2004), where the first 

surplus and financing capacity was achieved. This surplus extended during three years 

just until 2008, corresponding with the start of the crisis, where the financing need was 

of 49.343 million euros. After this, and following the development of the economic crisis, 

there was a high level of financing need, reaching the greatest deficit in 2009 with a 

financing need of 118.194 million euros. Since then, this deficit has kept decreasing in a 

continued nature until today.  

 

Also, by taking into consideration what is stated in the Organic Law 2/2012 regarding 

budget stability and financial sustainability, which takes budget stability as when the 

Public Administrations are in an equilibrium or surplus condition35, we may arrive to the 

conclusion that as nowadays the Spanish Public Administrations aren´t in a surplus 

condition, but, instead in a financing need situation. Consequently, the General Budgets 

aren´t developed with stability.  

                                                 
35 España. Ley Orgánica 2/2012 de 27 de abril de Estabilidad Presupuestaria y 

Sostenibilidad Financiera. 
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Table 2: Evolution of Financing Capacity or Need of Public Administrations. 

Source: Own elaboration. Data from IGAE.  

 

However, as can be noted at Table 2, what was a large financing need in 2009 is now 

almost a 70% lower (35.903 million euros). Therefore, if the non-financial revenues keep 

growing in this sustained pace and the financing need continues this decline until the 

achievement of an equilibrium situation in the Public Administrations, an estimation can 

be made that the General Budgets in Spain may be developed in stability in a close future.   

 

 

 

6. ANALYSIS OF 2019 DISMISSED GENERAL BUDGETS 
 

Today, as of March 2019, the General Budgets of 2019 still haven´t been approved. As 

we stated at the beginning of their and main sources of income, the undertaken process 

from the elaboration isn´t a simple or rapid one. A proof of this is how they are elaborated 

during several months (from April to September) presented on the first days of October 

and subsequently approved from October to December36. On this section an analysis and 

study of this rejected GB and its possible consequences for Spain and its economy will 

be developed.  

 

To begin with, the fact that when the GB haven´t been approved, the previous year 

budgets are extended should be highlighted. Hence, instead of running in 2019 their 

corresponding General Budgets adapted to the Government and different Ministries needs 

                                                 
36 Ministerio de Hacienda (2019). Introducción a la Lectura de los Presupuestos 

Generales del Estado 
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and circumstances, the Budgets of 2018 are still in place37. Also, as stated by Expansión 

last February, they received a totality of six amendments, which involve a return of the 

presented project of GB as well as some given reasons for this. These amendments were 

performed by several political parties, each of them for particular causes38.   

 

The content of these rejected GB is particularly remarkable, as they are said to be, by José 

Luis Feito (president of the IEE, Economic Studies Institute in Spain) especially 

damaging for the Spanish economy. They have found the total estimated income for the 

government as overconfident, and, given the total predicted expenditure and the 

possibility of not collecting the total expected revenues, the public deficit objective 

wouldn´t be met and could rise again. Therefore, the possibility of achieving a sustainable 

GB if the current path was kept (mentioned beforehand when analysing the stability of 

the GB) could be hindered. They also sustain the idea that these GB proposed to increase 

the direct taxes, but performed in a way which eases the possibility of collecting, in the 

end, less revenues than the expected39.  

 

Other problems and consequences are exposed by G. Jorrín in El Confidencial, more 

specifically, legal problems as a result of the level of deficit they might have implied and 

therefore the non-compliance of the Budget Stability Law. Also, this issue with the 

Stability Law happens with the Social Security Funds and a surpass of up to 8.800 million 

euros40.  

 

To continue, a presented measure to try to solve the problem of not being able to fulfil 

the deficit objectives was advancing the due date of several payments of the VAT which 

some entities in particular have to pay. However, this strategy has been rejected by the 

EU governmental institutions41 

                                                 
37 Expansión (2019) Diez claves del debate de los Presupuestos Generales del Estado 

de 2019. Online Video. 
38 Expansión (2019) Diez claves del debate de los Presupuestos Generales del Estado 

de 2019.  
39 Expansión (2019) El IEE ve los PGE de 2019 “dañinos” para la economía.  
40 Javier G.Jorrín (2019). El Presupuesto de Sánchez incumple la Ley de Estabilidad y 

se arriesga a ser impugnado. El Confidencial.   
41 Javier G. Jorrín (2019) Bruselas no aceptará la “trampa del IVA” del Gobierno para 

cuadrar los impuestos.  El Confidencial 
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As a conclusion, these rejected General Budgets suppose a complex situation for Spain, 

given the uncertainty they may suppose and the general discomfort with the population. 

If they had been approved, the level of the government indebtedness would have been 

worsened and given how recent the last crisis is from today, these conditions weren´t and 

are not the best for the Spanish economy. They violated several principles defined in the 

Organic Law 2/2012, as the principle of financial sustainability given the barriers it set to 

accomplish the debt limits set42.  

All these circumstances favour an uncertain environment which affects the Spanish 

economic activity and development.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                 
42 España. Ley Orgánica 2/2012, de 27 de abril de Estabilidad Presupuestaria y 

Sostenibilidad Financiera 
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7. CONCLUSIONS 

1- The General Budgets perform a major role in our economic development every year, 

as they establish the expenditure the Spanish Government is going to perform in the 

following year with a particular income stream. Having to follow not only national but 

also European rules and regulations, the process for implementing them isn´t a short or 

simple one.  

 

2- Through this TFG different main sources of income the Spanish Public 

Administrations have been learnt. They are classified, primarily, in contributions to social 

security, direct taxes, indirect taxes and other revenues the Administrations may perceive 

from their activities such as the providing of financing to other institutions.   

Through the use of data and graphs it has been seen that they contribute, in different 

amounts to the total non-financial revenues, being, the greatest contributors, the VAT, 

the social contributions and the taxes on income. During the economic crisis Spain 

suffered from 2008, each one experienced a different impact and reduction.    

Indeed, this last economic crisis has affected the total government revenue, which is 

nowadays restoring the previous to the crisis levels. In addition, the Central 

Administration was the most affected by the crisis, as opposed to the Social Security 

whose resources have maintained, during and after the recession, a sustained growth. 

 

3- In general terms, Spain presents the lower proportion of different sources of income 

(as a % of total GDP) when comparing it, with Eurostat data, with other European 

countries of comparable characteristics and the average euro area countries, while France 

and Italy tend to lead in this subject. The crisis has had a more drastic impact in Spain 

and different effects on each source of income, but the trend regarding the net social 

contribution particularly converged among Germany, Italy, France and Spain.  

 

4- According to the Organic Law of Budget Stability and Financial Sustainability, we 

may state nowadays Spain´s budgets aren´t in a surplus condition, but if its revenues 

continue increasing and financing need decreasing in this rate, it might achieve the Budget 

equilibrium and therefore, the stability. This stability achievement could have been 

jeopardized by the recently rejected General Budgets plan presented by the Government 
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for this year 2019, which while it was claimed to disobey the Organic Law 2/2012, was 

based on several unfeasible strategies, as, for instance, in the advancing of the VAT 

revenues.  
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10. ANNEX 
 

 

1. View of the accounts used from IGAE used in the description and elaboration 

of graphs of the main sources of income: 
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2. View of the expenditure accounts from IGAE used in the analysis of the main 

expenses:  

 

 

 

 

3. View of the data used from Eurostat for the elaboration of the graphs in the 

comparison of sources of income with other European countries:  
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