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 Objective and purpose of the investigation 
 

The objective of this doctoral thesis is to analyse the reasons why public debt in Spain has 

been increasing in recent years, as well as the consequences of this growth path and the 

effects of the payment of interests on public spending items. To do so, a bivariate analysis 

model has been developed in order to explore the possible relationship between the 

evolution of interest rates on public debt and public spending and, in a disaggregated 

manner, of the above-mentioned relationship with social spending items related to 

education, health, pensions, unemployment, employment promotion, social services and 

other economic benefits. The approach to these issues has been carried out from an 

interdisciplinary approach. 

 

Therefore, in the first place, a review of the regulatory path that has allowed the expansion, 

liberalisation and circulation of capital that took place in Spain between 1977 and 1994, 

coupled with the process of modernisation of the tax and economic infrastructures of the 

State, has been carried out. Likewise, the successive legislative actions promoted by the 

different governments have been analysed, emphasizing the constitutional reform of article 

135 that took place in 2011, coinciding with the greatest economic and financial crisis 

suffered in the Eurozone to date. The period of analysis extends until the end of the 

mandate of Mariano Rajoy Brey in the summer of 2017. 
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Secondly, the speeches of the European Institutions in the management of this crisis have 

been reviewed, highlighting the contradictions that occurred. 

Thirdly, the role of the European Central Bank in the use of unconventional monetary 

policies used in the management of the sovereign debt crisis has been examined, while the 

impact of its action on the market has been measured, and, especially, in the Spanish public 

budgets, after the successive drops in interest rates since the aforementioned monetary 

authority began to operate in the latter and lower them to 0% interest in 2014. 

For this part of the study, various empirical techniques have been used. These will be 

explained in detail. To do so, the behaviour of the main components of public social 

spending has been related to the evolution of the interest rates of the different debt assets, to 

see to what extent these have had an impact on the former and, consequently, on the 

welfare of the Spanish citizens. 

 

From this perspective, the consequences that all this has entailed in the loss of rights by 

citizens are also analysed, and possible ways of solving some of these issues are pointed 

out.  

Thesis 
The thesis that is intended to be confirmed with the development of the research is the 

following: the payment of the public debt and, especially, its interests, implies a clear and 

accelerated erosion of the State's public budget destined to social spending. 
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Methodology 

For its development, both data, and doctrinal and own arguments have been provided in 

order to highlight the effects that the evolution of interest rates and the public debt issuance 

policy have had during the period analysed (1996-2015) for the different components of 

social spending and, consequently, for the welfare of citizens. 

 

The primary sources used have been both legal and economic in order to address the 

problem and its possible solutions from an interdisciplinary approach. 

 

Thus, in the second part of the work, the legislative development carried out in our country 

from 1977 to the present that has shaped the current public debt market is detailed, 

highlighting, among others, the following regulatory milestones: 

Law 11/77 of January 4, which made it possible to shape the new structures of the Spanish 

State from a budgetary point of view: fiscal, tax and monetary. At the same time, it defined 

the new functions of the Spanish Public Treasury and regulated the relationship of the State 

with all its Public Entities, which would later enable the Autonomous Communities to issue 

their own public debt. 

Bank of Spain Law 30/1980 of June 21, which established greater autonomy for the 

aforementioned Bank and allowed this Banking Institution to issue the first instruments 

intended to provide monetary liquidity. 

Royal Decree-Law 24/1982, of December 29, on urgent measures in budgetary, financial 

and tax matters, which expanded the mechanisms for obtaining resources allocated to 

public spending and to the monetary reserves of the Bank of Spain. 

Law 5/1983, of June 29, on urgent measures in budgetary, financial and tax matters, by 

which the issuance of promissory notes for budgetary purposes was eliminated and 

replaced by other instruments of the same nature aimed at financing and reducing the 

public deficit. 
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Royal Decree 505/1987, of April 3, which modernized the public debt issuance system by 

creating the System of Annotations in Account for State Public Debt (SACDE). From then 

on, the purchase and sale of public debt securities could be carried out through telematic 

means. 

Law 24/1988, of July 28, on the Stock Market, which established the figure of market 

makers and public debt mediators or negotiators. This Law also allowed the Bank of Spain 

to authorise participation in the debt market of public institutions of the General State 

Administration, as well as of the Autonomous Bodies and the Autonomous Communities. 

Law 13/1994, of June 1, on the Autonomy of the Bank of Spain, which definitively 

established the independence of the aforementioned banking entity, in the same terms as 

the other European Central Banks, on the occasion of the signing of the Union Treaty 

European (Maastricht Treaty). 

The Order of the Ministry of Economy and Finance of February 11, 1999, which regulated 

the figure of public debt market creators in Spain and allowed non-resident investors 

(foreign entities) to be included within this figure. In other words, the group of financial 

entities that could act in the secondary market of public debt and cooperate with the 

General Secretariat of the Treasury in the external and internal dissemination of the State 

debt was expanded. Furthermore, since February 1999, the ownership of securities accounts 

by credit institutions and investment services companies not resident in Spain was 

admitted. Other members with SACDE accounts include countries such as France, Holland, 

Italy and Germany as can be seen below, along with the rest of the account holders 

(Autonomous Communities and Autonomous Bodies).Law 44/2002, of November 22, on 

Financial System Reform Measures, which created the Management Company for 

Securities Registration, Compensation and Settlement Systems (IBERCLEAR), as the 

Central Securities Depository of Spain. 

The Constitutional Reform of September 27, 2011, which aimed to modify Article 135 of 

the Magna carta, in order to introduce the principle of budgetary stability and limit debt 

and public deficit.  
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After the legislative analysis, statistical tools have been used, specifically through a 

bivariate analysis model, to measure the impact of the interest rates of the different assets 

of the public debt on the public expenditure items of the General State Budgets and, more 

specifically, the incidence of payment of the same on social spending items. 

 

Thus, with regard to interest rates, data from the Public Treasury have been used and, with 

regard to social spending, data provided by the Ministry of Finance has been used. 

To show whether the average interest rates on bills, bonds and obligations have been able 

to influence the decrease in public spending items, the items on which our analysis has 

been carried out have been education, spending on housing, health, pensions, protection 

and promotion of employment, social services and other economic magna carta (such as 

aid to dependency, salary guarantee benefits and administrative mutualism), as well as on 

the total of public spending and the General State Budgets. 

To do so, I have used the methods of Karl Pearson and Charles Spearman, who have 

correlated the dependent variables (public spending) with the independent variables 

(interest rates). The Pearson coefficient was used as the main statistic, accompanied by the 

calculation of the estimate of the effect size, together with the calculation of the linear 

regression (coefficient B with its 95% CI) and the usual significance level of the error at 

5% (significant if P<.05). It has also been measured not only the type of relationship 

between public spending and interest rate, but the intensity of this relationship with the 

calculation of the estimate of the effect size in the budget of public spending items for the 

years 1996-2014 with the realisation of bivariate scatter diagrams relating the interest rates 

of the different debt assets with each of the public expenditure items. 
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Conclusions 
 

The research has led to the formulation of the following conclusions: 

 

First. The successive legislation imposed in the framework of public debt, especially since 

Spain entered the European Union, has led to the creation of a new regulatory regime. This 

new regime was made under the use of the euphemism liberalisation of markets and 

capitals, just as the European Directives were called after the subsequent entry of Spain 

into the European Economic Community, which allowed the expansion and movement of 

capital ―national or foreign― without any limitation. Thus, when reference is made to this 

supposed liberalisation, it has not been coupled with processes of economic deregulation or 

reduction of State intervention in the economy, but rather everything to the contrary, a new 

regulation has been imposed which, as stated above and  developed in the Thesis, has 

facilitated a galloping indebtedness. 

 

Second. This new regulatory regime radically transformed the relations of the economic-

financial system with the State and its entities, favouring the freedom of financial capital 

from the State's own structures with little control or limitation. All this was done without 

generating any economic or political debate. Nor did the imposition of new legal figures 

such as market makers create any controversy or criticism. 

 

Third. The accelerated and abrupt reform of article 135 of our Constitution, which sought 

to implement budget stability as a normative principle through guaranteeing the payment of 

public debt and its interests as an absolute priority, has turned the Magna Carta into a mere 

endorsement before international creditors but not only, since it supposes, de facto, a de-

adjectivation of the social, democratic and legal values advocated in the preamble of the 

Constitution. 
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Fourth. The statistical study has confirmed that the interest rates of public debt assets, 

especially those of the 15-year Treasury Bonds and the 30-50-year Obligations, have 

maintained similar interest levels and not lower than 4% for the entire period studied. An 

interest rate (4%) that has remained unchanged regardless of the economic situation of the 

country or the external conditions for access to markets. In addition, it can be said that the 

Spanish State finds it much more beneficial to finance itself with assets that mature in the 

short term: Treasury Bills (6, 12, 18 months) and State Bonds (3 and 5 years), due to the 

fact that the adjustment among variables is greater than with other public debt assets (10 

and 15 year State Bonds and 30-50 year Obligations). 

 

Fifth. Despite the fact that the issuance of long-term debt assets reduces the amount 

allocated to the country's finances, the Spanish State has issued more debt assets with long-

term maturity than short-term, which has been damaging to  public spending budgets and 

for the fiduciary interests of the Nation. In other words, a policy of issuing debt assets 

detrimental to the country's interests has been followed. 

Sixth. Neither the constitutional reform nor the subsequent laws have prevented the public 

debt from continuing to rise, all despite the intervention of the ECB through the purchase of 

massive debt packages and lowering of interest rates that, although they resulted crucial to 

avoiding financial collapse and boosting the economy, they did not help our country to 

recover its pre-crisis levels in terms of employment, debt and deficit. Despite this, the 

European Commission ended the crisis in the Eurozone in August 2017. 

Seventh. Although, since 2014, interest rates were certainly set to zero by the ECB, this 

scenario has not been used by successive governments that have succeeded in power to 

reduce the volume of public debt, but rather the complete opposite. The public debt has 

continued to increase and the payment of interest on it represents a form of de-

patrimonialisation of the State's public assets, since its payment has led to a decrease in the 

Nation's public spending items of a social nature. 
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For this reason, the payment of the public debt and its interests has its roots in a process of 

commercialisation and privatisation, which implies a clear and accelerated erosion of the 

State budgets destined to social spending. 

Eighth. The introduction of these monetary policies by the ECB hides behind it a serious 

public debt crisis in many Member States and highlights the failure of the functioning of 

the European money market itself. All this battery of unconventional monetary policies 

reveals the existence of much deeper problems such as the financial fragmentation of the 

banks, the insolvencies of some member states and the strong discrepancies between the 

members of the Eurozone. 

 

Thus, the ECB, with its constant injections of money, has buried the problems under a 

mountain of debt and has supported the system pretending it worked with its injections, but 

in reality, it is supported artificially through a fiction of liquidity and interest rates at zero 

percent. 

 

Proposals 

 
In view of the previous conclusions, the investigation raises a series of proposals, among 

which the following are noted: 

 

FIRST 

 

An exhaustive review must be made of the legislation that limits public indebtedness, and 

this involves controlling the issuance of debt by the legal entities authorised to do so: the 

market creators. In addition, all the minutes of the meetings held within the Governing 

Councils of the Bank of Spain and the European Central Bank must be published. It is not 

admissible that, in the era of transparency and good public ruling, its content is hidden from 

citizens, as well as the reasons that justify these decisions, especially when they affect the 

future of nations and the future of citizens. 
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SECOND 

 

A judicial audit of the public accounts of the State must be carried out. This is so because 

the structure of the Public Administration has been used (through its Bodies, Entities and 

Public Companies) to initiate and maintain a process of indebtedness in the country. This 

has been possible thanks to the recognition of the capacity to issue public debt to these 

Organisations, through the legal figure of the market maker. All this has also allowed the 

maintenance of the policy of economic opening that promoted the freedom of capital and 

that has been maintained by the low interest rates provided by the European Central Bank. 

 

For this reason, those responsible for the governments and de facto authorities who, during 

that time and in a stable manner, have exercised the government and have issued the orders 

and the legislative and administrative provisions that have led to high indebtedness and thus 

forcing the State to continue issuing public debt, without applying alternative solutions to 

it, must be prosecuted in the country's court so that those responsible should assume the 

corresponding administrative and criminal responsibility. 

 

The uncontrolled action of these authorities has left citizens defenceless in the face of 

continued indebtedness and has compromised the fate of the States to pay it and its 

corresponding interests. These facts cannot be ignored, especially when other operations 

are carried out on public debt, such as the refinancing of the debt or the issuance of 

guarantees and warranties, through which a public over-indebtedness has been and is 

permanently carried out as if it were a mere occasional business. 
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THIRD 

 

The structures and public organisms of the State must be ordered to adapt them to the stable 

budgetary framework that avoids situations of permanent structural deficit. Thus, for 

instance, in 2017 (and as collected by the PGE), the public income obtained from the 

issuance of public debt was again higher than the income generated by taxes. The Spanish 

State spends more than 300,000 million euros, but its income does not reach 140,000 

million euros, while it covers its financing needs through the constant issuance of public 

debt. This is a situation that repeats itself systematically over time. 

 

FOURTH 

 

The last proposal consists of the repeal of article 135 of the Spanish Constitution since its 

application violates the principles on which it is based, at the same time that it must return 

to the original wording because the new formulation of the article leaves the qualifiers 

social, democratic and of law empty of any meaning at all even though they are established 

in the preamble of our Constitution. This makes the Magna carta a mere letter of 

endorsement before international creditors. 
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Future Lines of investigation 

 
During the previous years, my study of the subject has been focused on the economic, 

political and social areas, delving into the paradox that the impact of the payment of 

interest rates on public debt means for European countries (and especially for Spain). 

 

Although this work has made an approach to the subject, it opens a way to continue 

investigating the impact of public debt on the constitutionalised idea of the welfare state in 

Spain, which questions the very conception of democracy as it is currently understood in 

the countries of our closest political environment, in a context partially different from the 

one that has served as a time frame for the completion of the Thesis. 

 

In this new context, it is necessary to take into account the recent ruling of the German 

Constitutional Court that openly criticises the use of massive purchase of sovereign debt 

bonds in 2015 by the ECB and the use of unconventional monetary policies through which 

member countries have obtained liquidity and avoided the collapse of their economies, as 

well as the recent COVID-19 pandemic, which has triggered not only the intervention of 

the ECB with the purchase of new public debt packages, but has also increased the 

indebtedness of many countries of the European Union and, therefore, the payment of their 

interests. 
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