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  One of the few public spending items that surely stimulate the economy is the purchase component, i.e. those goods and services that governments (central + local) buy to provide their services.  These services amount to so-called public goods (defence, public order, law enforcement and alike) but also to goods that can be bought on the market (e.g. health and education) and that governments provide because of their social content.  In the national accounts framework,  government purchases enter government consumption which is made by the compensation of employees (about 2/3 in most countries)  and by the remaining 1/3 share of intermediate purchases.
  In most cases, government purchases are about 5% of the overall GDP  and, by definition, they affect it by the same amount.  Therefore, it is apparently surprising the tendency – which does not apply to Spain only -  to defer/dilute payments to the economy, especially in recession times or else when recovery lags. 
  A possible explanation of this paradox  is implied in the above analysis: purchases are one of the few government expenditures that can be easily cut (deferred) because they do not refer  to such payments as wages, pensions and interest payments  which are ‘due’ for different reasons: legal,  economic, political and  moral, of course.  Whatever the reasons are,   these items are also the vast majority of pseudo-discretionary spending in all countries!

  Thus, I can but agree on the complaints coming – in Spain or elsewhere -  from those who are not paid for something they have done: once more, especially when the economy needs a beneficial, well-deserved, support. In the meantime, I cannot agree with the idea of calculating an imaginary, hidden, government debt violating – in Spain or elsewhere – national account rules.  After all,  delayed expenditures are expenditures to be registered next year and this is probably one of the reasons why the Bank of Spain 2011 evaluation is much more negative than previous forecasts formulated by the Oecd or other international agencies.

  Finally, it is true that government debt is in Spain relatively low, though rapidly increasing  as in many other countries too.  However, the problem is not the debt/GDP ratio per se, also because by no chance the debt cost in Spain is currently lower than the cost paid by the British Treasury for its 10-years bonds. Rather, the problem is the concomitance of the rising debt with a negative current account balance  which is becoming a permanent feature  of the Spanish economy and which certainly reflects lack of competitiveness because of high, relative, unit labor costs.

  In other words, there is a Spain problem  but the solution is not distorting the data or unduly stressing the size of  the general government debt. The solution is trying to make more efficient the Spanish economy: in this case, paying quickly those who have to be paid and gradually cutting  the government spending which does not help recovery in the same way. 
� This note refers  to a previous GLG analysis  (Sebastian Mariz,  March 31, 2010) suggesting to replace official public debt in Spain with a bigger “hidden” measure accounting for delayed payments and also referring to a forthcoming article by Christopher Caldwell (“Weekly Standard”, The Pain in Spain, 5-12 April, 2010).





