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1. Analysis of the methodology used and labelling of the GSB

programs

The Government has drawn up the Report on the alignment of the General State Budget
with the Ecological Transition and describes it as ‘the main exponent of green budgeting
in Spain’, adding that it is ‘an essential step in responding to the growing demands of the
markets and society, which must witness the decisive integration of sustainability factors

into economic policies’.

The methodology used by the government aims to determine whether the budgets are
aligned ‘with the European Union's medium-term ecological transition reference
framework.” The final result of the methodology used is expressed as a percentage of
alignment with the ecological transition under these conditions, thus limiting the scope

for interpretation.

However, a detailed analysis of the methodology reveals weaknesses in the calculation
process that could lead to misinterpretation of the result, expressed as the level of

alignment of the GSB with the ecological transition.":

Methodological aspects:

The results were obtained based on information provided by ministerial
departments in the preparation of the Report on the Alignment of the General
State Budget with the Sustainable Development Goals (SDGs) of the 2030
Agenda, which establishes percentage allocations of contributions to the various
SDGs for each budget program, as well as indicating the most relevant measures

or actions that justify and support the alignment made.

In order to adapt the inputs derived from the alignment of the GSB with the 2030
Agenda to the requirements and needs of the Green Budget, a new feature has
been incorporated for the 2023 financial year: the alignment at the target level for

a majority of SDGs.

' A selection of the most relevant methodological elements is provided in the Report on the
alignment of the 2023 General State Budget with the ecological transition.
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In this way, the methodology for calculating the alignment of each budget
program with the environmental objectives of the European taxonomy is based

on the following elements:
1 The program’s percentage contribution to the 2030 Agenda targets.

1 The correspondence between the 2030 Agenda goals and the six objectives

of the European taxonomy.
1 The fields of intervention of Regulation (EU) 2021/241.

"1 The measures and actions that justify the alignment made for the program.

Weaknesses of the methodology

An analysis of the methodology used by the Government reveals two major weaknesses:

1. Areas of the 2023 General State Budget are excluded that are not sufficiently

justified from the perspective of the ecological transition.

2. There are elements that could favour the green overvaluation of budget

items.

With regard to the exclusion of areas that are not sufficiently justified, this is the case for
transfers to the autonomous communities and personnel expenses. While the former is
part of the so-called subjective area of inclusion/exclusion, the latter is considered within
the objective area, as can be seen in the following table from the 2023 General State

Budget Ecological Transition Report.

GREEN RATING OF THE GENERAL STATE BUDGET 5



eko/vao

Objetivos medioambientales

Ejes de la v Mitigacion del cambio climatico
Taxonomia v Adaptacion al cambio climatico
Europeapara | ¥ Recursos hidricosy marinos: Uso sostenible y proteccién
e v" Transicion hacia una economia circular.
nsTanibles v Prevencion y control de la contaminacion.
v Biodiversidad y ecosistemas: Proteccién y recuperacion

Ambito subjetivo

Analizado Exclusiones

v " . i
P S. 10. Contratacion centralizada x S.1,2,3,4,5,8: Organos

s : i constitucionales
organica: =  Ministerios xSl e g e o orBanicas
. = Organismos Auténomos nith lp b2kt g

x S. 34,36, 37, 38: Transferencias a
Entidades Territoriales

Resto de entidades con
presupuesto limitativo
v"S. 60. Seguridad Social

Ambito objetivo

Analizado Exclusiones

Clasificacién v Cap. 2. Gastos corrientes en bienes

X

Cap. 1. Gastos de personal

econdémica: ) e Lirlel . . x  Cap. 3. Gastos Financieros
- v Cap. 4. Transferencias corrientes . )
Capitulos . x  Cap. 5. Fondo de Contingencia y
v Cap. 6. Inversiones Reales trosi st
v Cap. 7. Transferencias de capital N garosgl ";’er?\\ll;s 2?nancieros
v' Cap. 8. Activos Financieros p-=-
Analizado Exclusiones
x  Pol. 21. Pensiones
x  Pol. 22. Otras prestaciones
Clasificacién

econdmicas

funcional: v Todos los brogramas de zasto no x  Pol. 23. Servicios sociales y
Politicas y prog g promocion social

excluidos expresamente del ambito
P Pol. 24. Fomento del empleo

LErias Pol. 25. Desempleo

Pol. 94. Transferencias a otras
administraciones publicas

x  000X. Transferencias internas

§

X

x

Unidad de analisis: Programa presupuestario

Total PLGE Analizado Exclusiones
» 392 v 320 x 72

Source: GSB 2023
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With regard to the green overvaluation of items in the General State Budget, its most
significant methodological weaknesses are as follows:

A. Weighting of the field of intervention. MRR Regulation (Annex VI): this Annex is used
to calculate the weighting of the field of intervention, which is based on the
establishment of intervals (0%, 40%, 100%) derived from the Rio marker system.

1) Calculos para cada meta de un programa presupuestario

Alineamiento Vinculacién con un eje Contribucién de la meta para cada eje con el
que esté vinculada

Mitigacién cambio
WQNOS o (%)

Climaticos

sl Adaptacién cambio
climatico

« )
Recursos hidricos y
e
Economia Circular AxB (%)
e,

Contaminacién AxB (%)

AxB (%)

AXB (%)

Clave: Tabla de Clave: Campos de Clave: Anexo |

correspondencia intervencion Reglamento MRR

Esta operacion se repite para cada meta con las que el programa esté alineado (1, 2, 3...).

2) Etiquetado del Programa en
cada Eje de la Taxonomia

Source: GSB 2023

B. With regard to the contribution of climate objectives (shown on the right-hand
side of the figure above), there is insufficient justification for why it is considered
more reliable to take the higher value of the coefficient between mitigation and
adaptation.
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C. Something similar occurs in general terms for the contribution of the target for
each axis with which it is linked: there is insufficient justification for why it is
considered more reliable to take the highest value of the resulting coefficients,
which are obtained by multiplying those aligned with the target (coefficients A) by

those weighting the field of intervention (coefficients B).

D.  With regard to the labelling of the 2023 GSB program in each axis of the
taxonomy, the range designated as medium covers 40%, while the low and high
ranges cover only 30% each. It could be concluded that the medium label acts as
a centre of gravity towards which most of the 2023 GSB programs are directed.

This can produce a ‘mediatisation’ effect (the distribution of cases tends to

concentrate on the ‘medium’), giving rise to a distorted view of reality.

Ao

0% 30% 70% 100%

Source: GSB 2023

Inconsistencias de los resultados

Inconsistencies in the results

The predictable green overestimation effect of budgetary programs detected in the
methodological analysis is subsequently confirmed in the review and analysis of their

implementation.

With regard to the labelling results provided by this methodology, there are some

examples that confirm the weaknesses detected in the previous analysis:

a. The general green overvaluation is reflected in the fact that a large number of
GSB programs, affecting the vast majority of departments, are considered to
contribute to the ecological transition (albeit with low ratings). This contributes to the
overall rating of the GSB being high. The fact that almost the entire GSB is considered

to contribute to the ecological transition, even if only minimally (but not zero),
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generates an overall increase in the global average. Some examples of programs

with low labels that could easily have been classified as neutral are:

Programs in Section 14 of the Ministry of Defence:

This program is also an example of a low contribution to the ecological transition,
containing measures that are in no way related to environmental objectives or that

are difficult to justify.

« End hunger. Food supply through the Association of Our Lady of Carmen and
food for personnel rescued at sea through SOLAS procedures, with the aim of
saving lives in some cases and preventing people with fewer resources from

going hungry.

« Digital transformation. Technical services for the digital transformation of the

Navy.
* ICT infrastructure. ICT infrastructure support and maintenance service.

* End all forms of malnutrition. Through health and supply services, Navy
personnel are educated and provided with knowledge on how to obtain

balanced and healthy diets.

» Computer programs. Maintenance, development, procurement, adaptation

and support of computer systems.

* Mobile applications. Operation of the mobile application for Spanish Navy

personnel.

» Legalization of facilities. Specialized personnel in the area of driver training
and improvement will give talks and conferences on road safety awareness in
the different units of the Army. They will focus on the most significant aspects
that lead to traffic accidents on any road (public or military installations) on which

a military vehicle may travel.

Program 133A. Penitentiary Centres and Institutions:
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This program also demonstrates compliance with the objectives of Climate Change
Mitigation and Climate Change Adaptation simply by including environmentally

responsible public procurement or digitization measures.
Some examples of this type are as follows:

* Program 912Q. Advice for the protection of national interests from the Ministry

of Defence.

* Program 11KB. C11.102 Digitalization projects of the General State

Administration of the Ministry of Justice.

* Program 323M. Scholarships and grants for students from the Ministry of

Education.

*  Program 32SB. C19.102 Digital Transformation of Education of the Ministry

of Education.

. Program 322B. Secondary Education, Vocational Training and Official

Language Schools

*  Program 92KC. C11.103 Digital Transformation and Modernization of the
General State Administration. General services of the Ministry of Territorial

Policy.

b. The general overvaluation is also reflected in the consideration of the average
contribution to the ecological transition of programs that could be considered to have

a lower valuation. Such is the case of:

Program 134M. Civil Protection of the Ministry of the Interior.

Program 4310. Planning and modernization of commercial structures of the

Ministry of Industry, Trade and Tourism.

Program 13KB. C11.102 Flagship projects for the digitization of the General State

Administration. Public Safety and Penitentiary Institutions of the Ministry of the

Interior.

c. Finally, another way in which alignment with the ecological transition has been

overvalued is the inclusion of items that could also be considered anti-green.
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Program 464B. Support for technological innovation in the defence sector of the

Ministry of Industry, Trade and Tourism.

The methodological weaknesses detected in the initial analysis are therefore carried over
to the process of calculating the degree of alignment of the GSB with the ecological

transition, leading to inconsistencies in the results of the rating.
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2. Proposals for improving the methodology for green rating the
GSB

Analysis of the methodology used by the Government to establish the degree of
alignment of the GSB with the ecological transition offers ample room for improvement.
Based on the main conclusions of this analysis, the following are the general lines on
which this methodological improvement could focus without substantially modifying the
structure or methodological approach used by the Government.

Although a more accurate methodology could be designed to
assess the degree of alignment of the GSB with the ecological
transition, the proposed modifications are aimed at addressing
the two major weaknesses identified in the methodological

analysis:

1. The exclusion of areas of the GSB that are not
sufficiently justified from the perspective of the ecological

transition.

2. The existence of elements that could favour the green

overvaluation of budget items.

2.1. Include public salaries and transfers to the autonomous communities.
With regard to the exclusion of important items from the green assessment of the GSB,
the two main areas that should be included are public salaries and transfers to the

autonomous communities.

Public salaries

Although this is a recurring expense, a percentage of the state budget is allocated to

ministries and policies with an environmental and climate impact. The allocation of
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human and financial resources to one objective or another, as well as the creation of
new public sector jobs, should also be considered one of the main policy tools available
to public administrations for achieving their objectives.

The proposed methodological change would consist of screening public salaries that are
financed by the General State Budget and are dedicated to sustaining and maintaining
public policies and administrations that direct their spending and investments towards
achieving environmental and climate objectives. These salaries should be labelled as
green and included in the total amount of environmental investments and spending.
Given that some ministries may have policies and actions that could be considered green
and others that are not, such as the Ministry of Transport, an estimate should be made
of the percentage of investments that are directed towards such green investments. This
percentage would be applied to total expenditure on salaries to obtain an approximation
for the calculation of the green assessment of the GSB. The remaining percentage would

be added to the total investments.

Transfers to the Autonomous Communities

Although the item Transfers to other public administrations falls under the classification
of ‘General measures’ and could therefore be considered a current expenditure, there
are many investments and expenditures by public administrations other than the central
government that should be considered green. Therefore, the methodology for calculating
the indicator of green investments as a percentage of total investments should calculate
what percentage of these capital transfers to other public administrations are directed
towards green investments. In this way, the item Transfers to other public administrations
would be included in the total investments and the percentage of these transfers used
by these administrations for environmental investments would be calculated.

Although the Autonomous Communities (ACs) have defined powers and each of them
obtains resources that are also defined in the GSB, the distribution and final destination
of these resources among these items is the exclusive competence of the regional
governments. For this reason, it is necessary to calculate the distribution of resources

for the previous year for all the autonomous communities, using consolidated data.

GREEN RATING OF THE GENERAL STATE BUDGET 13



eko//a

2.2. Modify the weighting criteria for climate and environmental factors

With regard to the effect of overvaluation, consideration should be given to the
methodological bases provided by the EU and the sections of the government's
methodology that introduce this irregularity.

Methodological improvement would involve avoiding, in general terms, the use of
excessively wide intervals that prevent more accurate valuations from being made. This
problem is detected, fundamentally, in the weighting process (of the field of intervention:
0, 40, 100) and, subsequently, in the labelling itself with the choice of (0, 30, 70, 100). In
the first case, it could be refined with more equitable intervals (0, 20, 40, 60, 80, 100),
and in the second case, it could be done as follows (0, 25, 50, 75, 100).

It would also be advisable to avoid choosing maximum weighting coefficients for the field
of intervention chosen for each program and replace them with another more accurate

method, such as a new weighting based on the relative weights of the programs.

2.3. Introduce a methodology to calculate the anti-green items in the GSB

The draft 2023 GSB includes a mandate to approve a clear timetable for the divestment
by the state public sector of holdings or financial instruments with a high ‘fossil’ content
in their structure, i.e. associated with the extraction, refining or processing of fossil
energy products. It also considers the obligation not to apply new tax benefits to fossil
fuel products unless they are duly justified, among many other measures.

However, given that the intention and purpose of labelling the budget as green is to
redirect public policies and investments towards a model that combats negative
environmental and climate impacts, it is also essential to identify all areas that contribute
negatively. Otherwise, it limits the ability to have a complete understanding of a country's
progress and to subsequently analyze the validity and effectiveness of the budgetary
policies implemented.

The analysis of investments that have a negative impact on the environment and climate
objectives must be taken into consideration when conducting a complete and more
exhaustive analysis of the positive and negative impact of public budgetary policies.
Therefore, their accounting, labelling and analysis would complete the methodology for

evaluating the effectiveness of the GSB in the ecological transition.
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A proprietary methodology could begin by capturing positive expenditures in an initial
analysis (which would correspond to the modifications proposed above), and then

expand the practice to include negative or anti-green expenditures in the analysis.

Another methodological option could be to analyze, label and account for anti-green

expenditure in order to offer two different results:

- A first approximation that calculates the percentage and amount of green

investments out of total investments and out of the total GSB.

- A second result that accounts for the percentage and amount of investments

with a negative impact on the climate and the environment.

Among the items with a negative impact on the ecological transition (in addition to those
highlighted in the 2023 draft GSB regarding fossil fuels) could be included: irrigation,
compensation for electricity-intensive producers, promotion of exports by Spanish

companies, various tourism programs, tolls, high-speed rail, and tax exemptions.

In relation to the type of negative effect that the GSB may have on the socio-ecological
transition, we can define three categories of investments or items of public money to be

considered:

- Shortcomings: these would be the investments that are lacking in order to

achieve some of the objectives of the transition.

- Insufficiencies: these refer to investments that, although they exist, are not

sufficient in amount to achieve some of the objectives of the transition.

- Anti-green: these are investments in the GSB that have a contrary, opposite or

counterproductive effect on some of the transition's objectives.

For methodological reasons, it is very important to emphasize
that analyzing the items from a purely economic point of view,
measured in euros, is insufficient to measure the true relative

environmental effects that these investments may have, both
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positive and negative. Such an analysis, even with a
methodology that includes anti-green investments, will not
provide a true environmental impact of the GSB, but rather the
monetary balance between items with a positive effect and those

with a negative effect.
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