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Abstract This study aims to assess the outcomes of the Late Payments Directive
(LPD), in the Portuguese subnational governments, which is essential for the
sustainability of their commercial debt. It proposes that the control measure of the
payment behavior is permeable to creative accounting practices. The investigation is
based on a quantitative study of the 308 Portuguese subnational governments, from
2011 to 2017. The data were obtained from the official releases of the Directorate-
General of Local Authorities (DGAL). The paper provides empirical insights about
the actual outcomes of LPD. It suggests that the official data reported by Portuguese
subnational governments is not reliable and does not enable the accurate evaluation
of the LPD outcomes, not setting a common methodology for measuring the
payment behavior of public authorities neither in Portugal, nor when compared
with other Member States. Although all the data was obtained from DGAL, its
lack of reliability is highlighted. Researchers are encouraged to study the control
measures of the payment’s behavior adopted by other Member States.

The paper contributes to the knowledge of the Portuguese actual outcomes of
LPD implementation at subnational governments and proposes new control
measures.

Keywords Payment behavior measure · LPD outcomes · Financial sustainability ·
Subnational public governance · Nonreliable Reports

1 Introduction

Financial sustainability has a relevant role on the economic recovery of the last
international crisis. Measuring, managing, and controlling it has become a challenge
for governments (Montesinos et al. 2019). International organizations have advised
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governments to implement policies aiming for financial sustainability (International
Monetary Fund [IMF] 2014; European Parliament [EP] 2009; European Commis-
sion [EC] 2012). According to Cabaleiro et al. (2013), these policies are essential for
ensure financial health and intergenerational equity. Financial sustainability is the
basis for the structural functioning of the public sector and is key to the economic
growth and social welfare, contributing to build confidence in the public governance.
It includes not only the government’s debt control but also the commercial debt
control.

The Late Payments Directive (LPD) (Council Directive 2011/7/EC 2011) was
issued in response to the negative impact of the late payments in commercial trans-
actions on business’ sustainability. The Fiscal Sustainability Report (EC 2012)
stated that some Member States such as Portugal, Italy, and Greece had a sustain-
ability gap higher than the average of the European Union (EU). Recurring debt and
deficit situations in public sector have been recognized by the literature and inter-
national agencies as a risk for sustainability, which need to be controlled (Bolívar
et al. 2016; Checherita-Westphal et al. 2014; IMF 2014; Pérez-López et al. 2013;
Estevez and Janowski 2013; United States Agency for International Development
[USAID] 2011; Pina et al. 2010).

The financial sustainability of the Portuguese subnational governments has a
particular relevance, as they experienced financial difficulties in the past decade
(as an excessive and chronic indebtedness) (João 2014; Ferreira 2011; Lobo and
Ramos 2009; Cabral 2003; Carvalho 1996), giving an extreme importance to
subnational governance. A good public governance should not only be effective
and efficient, but also transparent (OECD 2013). According to Heald (2003),
Grimmelikhuijsen (2012), and Cucciniello and Nasi (2014), to be able to evaluate
the LPD it is essential to have information about the “policy outcome transparency.”
Thus, the challenge of controlling commercial debt and eradicating late payments
from public administrations requires the creation of an instrument, automatic and
easy to apply, so that its monitoring allows a generalized and effective control,
understandable both for the public sector and for citizens.

Therefore, transparent control measures are essential for understanding the public
sector payment behavior and to assess the LPD real effects and outcomes. LPD
establishes late payments; however, it does not establish how to measure them.
Therefore, this investigation contributes (i) to the knowledge of the control measure
of the payment behavior of subnational governments and (ii) to the assessment of the
actual LPD outcomes.

Being LPD relevant for the Portuguese subnational governments’ financial sus-
tainability, and to fully understand payment behavior, this investigation aims to
assess the LPD outcomes in subnational governments, during the period of
2011–2017, while studying:

– The Portuguese control measure of late payments, and.
– If it allows an effective control and a common measure to assess the payment

behavior of public authorities in Portugal, namely in the subnational govern-
ments, as well as in comparison with other Member States.
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This paper has five sections. Starts with the investigation purpose and importance,
and then details the theoretical framework about the impact of late payments on the
European financial sustainability, the control measures of late payments and their
transparency. Also, the late payments control measures in Spain and in Portugal are
presented. Section 3 explains the data and the methodology used, and Sect. 4
presents the findings. The last section provides the main conclusions and suggests
future investigations.

2 Theoretical Framework

2.1 Financial sustainability and Late Payments

Financial sustainability is the capacity to fulfil all commitments (IFAC 2013;
IPSASB 2013; EC 2012; Budgetary Framework Law 2015; Financial Regime of
Local Authorities and Intercity Entities Act 2013; CICA 2009). Debt sustainability
analysis is usually focused on “government debt” (namely debt securities and loans),
although government liabilities are wider including additional debt instruments
(EC 2019). IMF (2013) considers all debt liabilities as debt.

Financial sustainability has been considered as the government’s “solvency.”
However, it should also include the government’s liquidity, as the international
crises have proven (EC 2019). Concerned with the late payments consequences on
the European economy, the European Parliament issued Council Directive 2011/7/
EC (2011), the Late Payment Directive (LPD), imposing the need to pay for the
acquisitions within 30 days or, exceptionally, within 60 days. According to Bilotta
(2013), one in four bankruptcies in the EU was due to late payments, which lead to
the loss of approximately 450,000 jobs per year. EC (2015) estimates that, in 2012,
the financial costs associated with public authorities’ late payments went from
0.005% of GDP in Finland, to 0.19% of GDP in Greece.

2.2 Late Payments Control Measures Assessment

2.2.1 Control Measures Transparency and Accounting Practices

The LPD impact assessment concluded that, in 2015, the average payment duration
(of 58 days) did not meet the Directive terms (EC 2015). LPD implementation was
also assessed in 2018 (shown in Fig. 1).

Although the situation has improved, namely in the southern countries (as Spain),
the average payment duration in some countries overdues the 30-day payment term
(as in Italy with over 100 days, Portugal with over 80 days, and in Greece with over
70 days).
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Despite the need to control late payments, LPD does not establish how to measure
them. EC (2015) highlighted that a harmonized measurement would enable the
cross-country comparability. EP (2018) has pointed out that it is necessary to
establish a common methodology for reporting the payment behavior in Europe, to
limit the risk of having noncomparable data.

According to Berry and Berry (2007), the adoption of a given measure by a
Government depends, namely, on “other policies” and on the “external environ-
ment.” So, other government diplomas/policies that have already been implemented
that may influence (positively or negatively) the adoption of the new public policy
should be examined.

Member States were urged to assure the Late Payment Directive proper imple-
mentation by removing national laws that conflict with the Directive aims (EP 2018).
LPD was set by law and involves accounting practices and the organization behavior
in complying or not with the legal framework. For Dillard et al. (2004), it is
necessary to understand how accounting affects and is affected by public policies,
namely under the institutional theory. Hopwood (1988) also argues that there is a
strong relation between accounting and institutional theory.

Institutional theory studies the relation between the formal organizational struc-
tures and their social processes (Dillard et al. 2004). DiMaggio and Powell (1983)
argue that isomorphism is what best expresses the homogenization process. For
Aldemir and Uysal (2017), isomorphism may be discussed in terms of public sector
accounting. DiMaggio and Powell (1983) defend that the institutional isomorphism
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Fig. 1 Terms and delays of public authorities’ payments (2015 and 2018). Source: EP (2018, p. 16)
(Cyprus, Luxembourg, and Malta were not assessed at 2018)
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may be a coercive isomorphism, which emerges from political influences (arising
from, for example, legal requirements).

According to Carpenter and Feroz (2001), institutional theory and economic
resource dependency theory, being complementary, contribute to better understand
public sector accounting decisions. For Pfeffer (1981) and Pfeffer and Salancik
(1978), the resource dependency perspective focuses on financial resources prob-
lems to explain the individual’s behavior within an organization. Hence, in fiscal
stress years, government actors focus on ensuring the necessary financial resources
(Carpenter and Feroz 2001).

Oliver (1991) focuses on political self-interest to understand organizational
strategic responses to institutional pressures for change. The author identified dif-
ferent strategic responses to that pressure, concluding that organizations do not
always conform to their institutional environment expectations (Oliver 1991).

According to Carpenter and Feroz (2001), resource dependence may influence the
government’s accounting practices, resulting in coercive isomorphic pressure for
change. DiMaggio and Powell (1983) have noticed that the resistance of individual
organizations to institutional pressures for change results of the professional elite’s
in challenging the norms. As Miller (1992) defended about accounting and objec-
tivity, an organization accounting practices may not always follow the original
designs.

To be able to effectively assess the LPD implementation, European Parliament
should concern the outcome’s transparency. According to Heald (2003),
Grimmelikhuijsen (2012), and Cucciniello and Nasi (2014), public policy transpar-
ency can be divided into three sequential components, “decision-making transpar-
ency” (the process that led up to a particular policy), “policy transparency” (how a
policy addresses a particular social issue), and “policy outcome transparency” (data
about the actual effects of a particular policy). Thus, to fully understand the LPD
outcomes, it is essential to assess its control measures. Without such information, it
will not be possible to accurately evaluate LPD.

2.2.2 LPD Control Measures in Spain and in Portugal

Given the similarities between Portugal and Spain, both the slowest European
southern countries payers in 2015 (EC 2015), and in order to study if there is a
common measure to assess the payment behavior of public authorities in EU, this
section presents the LPD control measures in those countries.

In Spain, Budgetary Stability and Financial Sustainability Act 2012 establishes
the principle of the commercial debt sustainability. The Calculation Method of the
Average Payment Period Act 2014 established the average payment period (APP)
formula applicable to the public sector. Table 1 shows the APP formula for each
entity.

The number of days of the paid transactions and of the pending payment trans-
actions was understood as the calendar days since the 30 days after the invoice entry
date or from the approval date, as appropriate. Given the APP methodology, some
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public administrations presented a negative APP (because 30 days were subtracted
from the number of days until payment). The European Commission considered that
this methodology was not compatible with the article 4 of Council Directive 2011/7/
EC and, in February 2017, sent a letter of formal notice to the Spanish authorities for
having approved a regulation that systematically granted the public authorities an
additional period of 30 days regarding the payment period.

The Calculation Method of the Average Payment Period Act 2017 modified the
Calculation Method of the Average Payment Period Act 2014, in order to comply
with the EC requirement, modifying the APP calculation methodology. The formula
is the same but what is understood as the number of days of the paid transactions and
of the pending payment transactions are the calendar days since the invoice entry
date or from the approval date, as appropriate. The new methodology is being used
since April 2018.

In 2011, Portugal requested international financial assistance, which led Portu-
guese governments to give a special attention on combating the culture of late
payments of the public authorities. Measures Against Late Payments in Commercial
Transactions Act 2013 transposed the LPD into Portuguese law, establishing the
same rules, i.e., the need to pay within 30 days or, exceptionally, within a maximum
of 60 days.

Directorate-General of Local Authorities (DGAL) is responsible for releasing
quarterly data on the average payment terms of subnational governments (it should
be noted that, in Spain, that release is monthly). As LPD has no guidance in how to
measure payment terms, the formula established in Pay on Time Program Act 2008
is used, with the changes made by Average Payment Period Formula Act 2009, to
measure the Portuguese public authorities average payment duration (presented in
Table 2).

Pay on Time Program Act 2008 establishes the concepts of “short-term suppliers’
debt” and “acquisitions.” It should be noted that the data does not have the same
accounting basis in all of the public sector, being gathered in a cash basis and in an

Table 1 Average payment formula in Spain

Average payment (APP) formula Legend

APPentity ¼ PTR�
P

PTAð Þþ PPTR�
P

PPTAð Þ½ �P
PTAð Þþ P

PPTAð Þ½ �
PTR - paid transactions ratio
PTA - paid transactions amount
PPTR - pending payment transactions ratio
PPTA - pending payment transactions amount

Source: Adapted from Calculation Method of the Average Payment Period Act 2014

Table 2 Average payment formula in Portugal

Average payment (APP) formula Legend

APPt ¼
Pt

i¼t�3

DFi
4

Pt

i¼t�3

Ai

� 365

DF ¼ short-term suppliers’ debt at the quarter end
A ¼ acquisitions

Source: Adapted from Pay on Time Program Act 2008
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accrual one, which leads to the coexistence of different control measures depending
on the public subsector. Table 3 summarizes the scope of these concepts for
subnational governments and health units, for which data is accrual based.

In subnational governments, “short-term suppliers’ debts” (DF) does not consider
“other debts,” unlike what happens in the health units. According to the Local
Governments Accounting Standards 1999, “other debts” are “transactions
nonclassified in the previous payables accounts,” so they should be residual.

Martinho and Santos (2019) and Baleiras et al. (2018) defend that subnational
governments average payments period (APPs) may be underestimated by not con-
sidering “other debts” as “short-term suppliers’ debts,” particularly when they are
material.

For Carvalho et al. (2018), an APP of 0 or 1 day, as reported by some subnational
governments, indicates the data low reliability, although obtained from DGAL. The
authors conclude that these small APPs “may result from good payment practices,
from noncomplying with accounting rules (recognizing the debt only at the payment
date) or from the formula” (Carvalho et al. 2018, p. 291). Table 4 shows the formula
weakness exposed by the authors.

Ausloos et al. (2017) argue that, in Italy, data reliability concerns (related to poor
auditing procedures) have become more relevant since the bankruptcy of several
subnational government entities under the last financial crisis. The Portuguese Audit
Authority (IGF) defend the need to review the APP methodology, adopting a
common measure for all subsectors to achieve comparability (IGF 2012). The
Portuguese APP methodology does not allow to obtain negative APPs (as it did in

Table 3 Short-term suppliers’ debt and acquisitions

Sector Short-term suppliers’ debt (DF) Acquisitions (A)

Subnational governments Accounts payable excluding other debts Fixed asset
Inventories
Payable expenses

Health units Accounts payable Fixed asset
Inventories
Payable expenses

Source: Adapted from Pay on Time Program Act 2008

Table 4 APP formula weakness

APP formula Factors

The formula considers the total quarter
acquisitions and the debts at the end of the
quarter.

An entity that buys on the beginning of the
quarter and pays on the end have an APP of zero,
when it paid in 90 days.

Fixed assets acquisitions. These acquisitions are the fixed assets increases.
However, these increases may be an exchange
transaction or a non-exchange one.

The debts value. Some entities only recognize the invoices close
to or at the payment date.

Source: Adapted from Carvalho et al. (2018)
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Spain), but it may give entities until 90 days to make payments and still have an APP
of zero, provided that they paid until the end of the quarter.

3 Data and Methodology

Having a sustainable commercial debt is of most relevance for the government’s
financial sustainability, namely for Portugal that had to request international assis-
tance. To achieve this challenge, it is essential to comply with LDP, paying to
suppliers within 30 days. To actually understand the effects of the LPD, it is essential
to have transparent information about the control measures and its outcomes.

Following the literature (Heald 2003; Grimmelikhuijsen 2012; Cucciniello and
Nasi 2014), to be able to evaluate the LPD it is essential to have information about
the “policy outcome transparency,” i.e., access to information that details the actual
effects of LPD.

This investigation aims to assess the LPD outcomes in subnational governments,
for the period of 2011–2017, studying:

– The Portuguese control measure of late payments, and.
– If it allows an effective control and a common measure to assess the payment

behavior of public authorities in Portugal, namely in the subnational govern-
ments, as well as in comparison with other Member States.

The investigation focuses on the 308 Portuguese subnational governments and it
was based on the APPs data and on the Statements of Financial Position released by
DGAL for the years 2011–2017 (last year for which data was available). Following
Pay on Time Program Act 2008, “short-term suppliers’ debt” is the payables
accounts excluding “other debts.” It was considered the last quarter APPs of each
year, except in Oeiras in 2017 where the third quarter APP was used (the last quarter
was not available). The subnational governments have been classified into three
categories according to the number of inhabitants, following the criteria of Carvalho
et al. (2018):

– Small: up to 20,000 inhabitants.
– Medium: between 20,000 and 100,000 inhabitants.
– Large: more than 100,000 inhabitants.

The number of subnational governments in each category, small, medium, and
large, from 2011 to 2017, is shown in Table 5 (inhabitants’ data are from “Pordata”
site).

Most of the Portuguese subnational governments are of small size, and only about
8% are large ones (being the same ones in the period). In that period, the number of
inhabitants had some variations, leading to a residual difference in the number of the
medium and small municipalities over the years.
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4 Findings

The average payments period (APP) measures the capacity to fulfil the obligations in
commercial transactions. Carvalho et al. (2018) question the reliability of the
available data, namely in what concerns to the “strange” small reported APPs.
Table 6 presents the percentage of subnational governments, by category, with an
APP less or equal to 5 days (according to the Ministry of Finance, after 5 days since
the invoices entry date they are considered as payables).

The percentage of subnational governments with APPs up to 5 days is getting
higher in all categories, being 13% of the large and medium ones, and 17% of the
small ones in 2017. Given the expenses of legal procedures, in a bureaucratic public
administration (Carvalho et al. 2018), it is not plausible that so many Portuguese
subnational governments have these APPs. Remember that the APPs consider the
quarterly debts, so it systematically grants an additional period until 90 days regard-
ing the payment period.

According to Baleiras et al. (2018) and Martinho and Santos (2019), the APP
measure is limited by not considering the “other debts.” Thus, the APP was adjusted
in order to consider those debts as “short-term suppliers’ debt.” The adjusted APPs
(called “overall APP”) were obtained from a proportional ratio between the pay-
able’s accounts considered by Pay on Time Program Act 2008 and those added to the
“other debts.” When subnational governments had a “short-term suppliers’ debt” of
0 and value in the APP, it was considered an overall APP of 0 (the nonreliable data
would distort the new measure). When those debts (under Pay on Time Program Act
2008 framework) were less than € 10,000, relevant “other debts” would also distort
the overall APPs, so the same solution was followed. The annual averages evolution
of the official APPs and of the overall APPs (in days) of the Portuguese subnational
governments during the period is shown in Fig. 2.

Table 5 Subnational governments by category (2011–2017)

2011 2012 2013 2014 2015 2016 2017

Large 24 24 24 24 24 24 24

Medium 103 101 100 100 99 99 98

Small 181 183 184 184 185 185 186

Total 308 308 308 308 308 308 308

Source: Own source

Table 6 Percentage of subnational governments with APPs up to 5 days (2011–2017)

2011 2012 2013 2014 2015 2016 2017

Large 0% 0% 4% 4% 13% 13% 13%

Medium 1% 4% 5% 7% 8% 9% 13%

Small 2% 5% 7% 9% 12% 14% 17%

Total 2% 5% 6% 8% 11% 12% 15%

Source: Own source
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The official APPs of the subnational governments show a tendency of reduction
since 2012 (where the longest term of 153 days can be observed), achieving an APP
of 48 days in 2017. Although they have improved, they do not, however, comply
with the LPD 30 days. The overall APPs allow to confirm the downward trend,
although not in 2012, but since 2014. The payment practices showed by this measure
are further away of the LPD objective. At the end of 2017, the average payment
period of 91 days is more than three times higher than the 30-day limit.

The “other debts” impact in the control measure became clear by comparing the
overall and the official APPs. The overall APPs greatly exceed the official ones in all
the years, being more than the double in 2015 and 2016. This is a strong evidence
that the average payment period has a relevant increase when the control measure
considers the “other debts” (although they should be residual, they recognize very
material amounts). Figure 3 allows to understand the payment behavior of the
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subnational governments, by size, under the APPs and the overall APPs
methodology.

2012 recorded the highest official APPs of the period in all the categories.
The highest term of 189 days was observed in medium-sized municipalities. Despite
the downward tendency, only the large subnational governments, and in 2017, met
the 30 days term (with 27 days). The average payment period of the medium and of
the small municipalities in all the years does not comply with LPD (even in 2017,
where there is an average of 43 and 53 days, respectively).

The overall APP by category allows to understand that subnational governments
have payment terms that stray too far from the LPD objective. Although the positive
evolution of the payment practices since 2014, it is possible to observe that there is
no category where they have average APPs within 30 days. Even the large ones
have, in 2017, an overall APP of 58 days which is more than the double of the
official APP. Table 7 shows the percentage of subnational governments, by size, that
have APPs and overall APPs over 30 days, enabling the LPD assessment.

If we consider the official APPs, the number of subnational governments that
have payments terms of more than 30 days has been reducing since 2011, in all
categories. However, in 2017 there are still 37% of them that have APPs higher than
30 days, being the large ones the most compliant (with only 21% having APPs over
30 days).

Under the overall APPs methodology, although there is a positive trend, it can be
observed that there are more subnational governments with a payment period of
more than 30 days. This is the situation of 71% of them in 2017 (against the 37%
when using the official APPs), and happens in all categories (for example, the large
ones are the triple when compared to the officials APPs).

The assessment of the payment practices following the overall APP method leads
to a substantial different outcome than the one that is currently achieved by official
method. The difference between the percentage of subnational governments with an
overall APP over 30 days and the ones with an official APP over 30 days, calculated

Table 7 Portuguese Subnational Governments, by category, with APP and overall APP >30 days
(2011–2017)

2011 2012 2013 2014 2015 2016 2017

APP > 30

Large 83% 75% 54% 42% 38% 38% 21%

Medium 85% 84% 74% 57% 43% 40% 36%

Small 76% 70% 65% 53% 38% 38% 40%

% of Total 80% 75% 67% 54% 40% 39% 37%
Ov. APP > 30

Large 96% 96% 92% 75% 71% 75% 63%

Medium 93% 92% 86% 86% 84% 79% 77%

Small 84% 80% 78% 75% 83% 75% 70%

% of Total 88% 85% 81% 79% 82% 76% 71%

Source: Own source
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by the difference of the data presented in the previous table, can be observed in
Fig. 4.

As can be seen in Fig. 4, in the last 3 years, the percentage of municipalities with
an overall APP higher than the official APP is, for all categories, greater than 30%. If
it is considered that the commercial debt is sustainable when the average payment
period to suppliers does not exceed 30 days, it can be concluded that Portuguese
subnational governments still have a sustainability problem (namely if the overall
APP methodology is followed, i.e., the same methodology followed by other
Portuguese public subsectors). Given the relevance that “other debts” have in the
payment behavior control measure, Table 8 allows to see the ratio of “other debts”
and “short-term suppliers’ debt” in the subnational governments with an APP up to
and over 30 days.

Observe that “other debts” are more relevant, in all categories, in the subnational
governments that comply with LPD (“other debts” are much higher than the “short-
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45%
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Fig. 4 Percentage of subnational governments, by category, with “overall APP >30” higher than
“APP >30” (2011–2017). Source: Own source

Table 8 Ratio of ‘other debts’ and ‘short-term suppliers’ debt’ (2011–2017)

2011 2012 2013 2014 2015 2016 2017

APP > 30

Large 1.8 6.4 6.0 6.2 9.5 11.2 4.4

Medium 5.4 4.1 10.5 8.2 20.9 11.6 12.3

Small 1.6 1.3 1.6 2.5 4.3 3.8 3.3

Total 2.5 2.3 4.3 4.6 9.7 6.9 6.3
Ov. APP > 30

Large 0.8 0.5 0.6 0.3 0.4 2.2 0.4

Medium 0.4 0.4 0.7 1.5 1.0 2.2 1.0

Small 0.3 0.3 0.3 1.4 1.0 0.6 0.5

Total 0.4 0.4 0.5 1.3 0.9 1.3 0.7

Source: Own source
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term suppliers’ debt,” when they should be residual). In the medium ones, that ratio
is of 20.9 in 2015 and of 12.3 in 2017.

It can be observed that this ratio tends to increase in the subnational governments
that have the smallest official APPs and report payment practices that comply with
LPD. Thus, subnational governments are recognizing as “other debts,” material
debts that should probably be considered as “short-term suppliers’ debt” (obtaining
small official APPs).

5 Conclusions

The last international crisis has brought the challenge to governments of adopting
policies aiming for financial sustainability, namely regarding the need to reduce late
payments which have been recognized as having a negative impact on businesses
sustainability. Having a sustainable commercial debt (for which it is essential to pay
suppliers within 30 days, complying with LDP) it is of most relevance for the
Portuguese financial sustainability.

Given its importance to actually assess the effects of the LPD, the Portuguese
control measure of late payments was studied. Following Berry and Berry (2007),
the Pay on Time Program Act 2008 was examined, diploma that establishes the APP
formula. This study confirms the conclusions of Carvalho et al. (2018), Baleiras et al.
(2018), and Martinho and Santos (2019) concerning the APP measure weaknesses.
Being quarterly, the measure considers the quarter end debts, granting an additional
period until 90 days regarding the payment term.

Subnational governments APPs disregard “other debts” as “short-term suppliers’
debts,” contrary to other sectors of Government, which limits the comparability
within the public sector. Being LPD a coercive isomorphism, the actor’s behavior
(Berry and Berry 2007) should be considered as well as the individual organizations
resistance to institutional pressures for change (DiMaggio and Powell 1983). Thus, it
was studied the relevance of the “other debts” when compared with the “short-term
suppliers’ debts” to see if it could influence the control measure.

The number of subnational governments reporting an APP until 30 days is getting
higher since 2011, but the same ones are reporting “other debts” much higher than
“short-term suppliers’ debts.” In 2017, these are 4.4 times more than “short-term
suppliers’ debts” in the large municipalities, 12.3 times more in the medium and 3.3
times more in the small ones. Therefore, the trend to increase the value recognized in
“other debts” is followed by the trend to reduce the official APPs. It can be
concluded that subnational governments are reporting smaller official APPs than
the ones they would have if the APP measure did not except those debts.

As showed by the literature (Carpenter and Feroz 2001; Miller 1992; Oliver 1991;
DiMaggio and Powell 1983), there may occur resistance to institutional pressures for
change (even being coercive). By not considering “other debts,” the APP formula is
permeable to accounting practices that are discrepant of their “original designs.” The
investigation allows to conclude that the Portuguese APP formula does not set a
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common methodology for measuring the payment behavior of public authorities
neither in Portugal, neither when compared with other Member States, as Spain.
Also, it has many weaknesses, it is permeable to unethical behavior and practices and
does not allow a generalized and effective control of the commercial debt. Therefore,
the available data led to the conclusion that the information reported about the
payment behavior of subnational governments is not reliable, not allowing an
effective control of the LPD implementation and not contributing for the Portuguese
financial sustainability.

The revision of the Pay on Time Program Act 2008 is recommended, in what
concerns the “short-term suppliers’ debt,” harmonizing the control measure in the
public sector in order to obtain comparable statistical elements. Also, a monthly
report instead of a quarterly should be considered, in order to be able to compare
with other Member States. The diploma analysis led to the conclusion that it may
negatively influence the real adoption of the LPD, not enabling the assessment of the
actual outcomes. Remember that the Member States should remove any domestic
laws that conflict with the aims of the Directive, ensuring the proper LPD imple-
mentation (EP 2018).

The lack of reliability of the data is a study limitation, although it was obtained
from DGAL. Also, the consideration of an overall APP of zero in some subnational
governments, as explained in Sect. 4, could be a limitation, although it is considered
as having no significant effect on the conclusions which only would be reinforced
with the inclusion of those entities. The paper contributes to the knowledge of the
control measures of the payment behavior of subnational governments and to the
assessment of the actual LPD outcomes. As future research, the study about LPD
outcomes and their transparency in all of Government sectors is proposed. Also, the
study of the control measures of late payments adopted by other Member States is
proposed.
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