The Czech Economy Development

The Czech Economy Development

[bookmark: _Toc161914428][bookmark: _GoBack]8. State Budget
	Deep budget deficit persisted, nevertheless it decreased for the second year in a row. 
	
	State budget[footnoteRef:1] of the CR continued with deep deficit for the fourth year in a row and consequently still presented one of the most important macroeconomic imbalances. The deficit equalled 288.5 CZK bn in year 2023 and in fact fulfilled the budget anticipations[footnoteRef:2]. Budget lowered year-on-year for the second time in a row, it fell by one fifth against year 2022 (71.9 CZK bn). This positive trend was also apparent after adjustment for the effect of funds from the EU budget (including Financial mechanisms)[footnoteRef:3]. Budget deficit development was very unevenly distributed during the last year[footnoteRef:4], which was caused by extraordinary, however largely planned revenues (dividends, proceeds from the exceptional business taxes, especially in the area of energetics), swift growth of collection of “common” business taxes, as well as inclusion of funds from the national recovery plan (these significantly expanded the total revenues of the CR from the EU last year from June). [1:  Unless stated otherwise, all data related to the state budget stem from the data of the Ministry of Finance regarding the treasury fulfilment. ]  [2:  Based on Act No. 449/2023 Coll., on the state budget for year 2023 (from 30th November 2022) anticipating deficit of 295 bn CZK for the last year.  ]  [3:  It relates to funds on programmes/projects form the EU and FM budget, which were pre-financed from the SB and consequently gradually reimbursed from the EU and FM budget. Without these funds, which are included in the approved budget with neutral impact, the last year’s deficit was 299.4 bn CZK (by 17.3 bn less year-on-year).]  [4:  From January till May, in total the record deficit was reported in the amount of 271.4 bn CZK. On the contrary the surplus reached 90.6 bn from June till September.] 


	Growth of SB revenues markedly accelerated last year compared to year 2022, still it did not completely fulfil the budget anticipations. 
	
	Even though the growth of total SB revenues arrived at record 289.7 CZK bn, i.e. 17.8% for the last year (nearly the double the pace against year 2022), it did not completely fulfil the budget anticipations (−2.1%). Strong growth of prices in the economy, which also pushed on higher dynamics of wages in the private sphere and simultaneously subdued the adverse impacts of the ongoing weak household consumption of the collection of indirect taxes, participated on the development of revenues apart from the above-mentioned items. More than one half of the last year’s increase of total SB revenues flowed from the higher tax collection, nearly one third from the non-tax and capital revenues and the rest from the mandatory insurance[footnoteRef:5]. Pace of insurance collection however weakened due to cooling on the labour market[footnoteRef:6] during the year (Q1: 10.5%, Q4: +6.4%). In contrast, the growth of the state-wide tax collection did not slow down – it was 15.4% for the whole last year (resp. 12.2% after deduction of extraordinary business taxes (from excessive income or unexpected profits).  [5:  It relates to the social security insurance and active employment policy.]  [6:  It manifested via the weakening growth pace of employment as well as nominal average wages. In addition, the introduction of relief for employers enabling shorter job contracts to selected group of employees (e.g. parents of smaller children, persons caring for relatives or persons above 55 years of age) or increase of levy rates for hazardous occupations also impacted the collection of insurance. ] 


	Newly introduced extraordinary business taxes the most contributed to the growth of the tax collection. 
	
	Mainly the funds from the extraordinary taxes of companies stood behind the last year’s growth of the total SB tax income (57.7 CZK bn), regardless of the fact, that their total collection was far from fulfilling the original budget anticipations[footnoteRef:7]. This is valid for its key item – tax on unexpected profit[footnoteRef:8] – whose advanced payments already brought 39.1 CZK bn to the SB. On the contrary, energetic companies paid to state 18.5 CZK bn on the tax on excess income[footnoteRef:9] and the planned annual revenues were achieved already last year in September here.  [7:  Annual collections of these temporarily introduced “sector” taxes from businesses from the unexpected profits and levies from the excess income was primarily estimated on 100 bn CZK. For its key component – tax on unexpected profits – the original budget estimate of the annual collection was revised already last year in April (from 85 bn CZK to 28 bn), partial correction of the anticipated yield was made in august (to 46 bn CZK).]  [8:  It applies to energy, petrochemical and mining companies and also involves large banks. Vast majority of the collection of this tax however (88%) flowed into the SB only from the energy industry.  ]  [9:  This levy (taxed by 90% rate) presents a difference between real income and ceiling of the market income from the sale of electricity above the given limit (for the time period from 1st December 2022 till the end of year 2023).] 


	High yield of the corporate tax is linked to the growth of the profit rate of businesses, mainly in financial activities and energy industry. 



Collection of all types of income tax of natural persons significantly exceeded the budget anticipations. Year-on-year growth of the collection however weakened during the year. 
	
	Among common taxes, the income tax of legal persons, whose collection strengthened by one third year-on-year (+52 CZK bn) and whose annual planned size was exceeded by more than one quarter (also thanks to the higher collection in the area of financial activities and energy industry) supported the growth of the SB revenues the most last year. Yield of the corporate tax is connected to the relatively high and still growing rate of profit of businesses[footnoteRef:10]. Collection of income tax of natural persons (ITNP) also grew briskly last year – by one fifth (resp. 25.2 CZK bn). Despite slower growth of collection during the year, it was mainly thanks to the key income tax from dependent activity (+17 CZK bn)[footnoteRef:11]. It favourably reflected the higher employment as well as the brisk growth of the nominal average wage in the business sphere. On the contrary, the tax changes had an adverse effect to a lesser extent (especially the higher tax deduction on second and third child). Collection of the weight less significant tax ITNP paid by payers (aimed mainly at small entrepreneurs) grew slower year-on-year (+7.5%), nevertheless exceeded the planned collection by more than one third. It was assisted by the ongoing recovery of a number of services afflicted in the pandemic era as well as the rising number of entrepreneurs. Some tax changes (increase of the tax discount per taxpayer, increase of the income limit for the possibility of access to the flat rate scheme) had the opposite effect. Collection of ITNP collected by deduction still thrived. Even though its year-on-year growth gradually weakened during the year, collection widened by more than one third for the whole last year (+7.5 CZK bn). It was driven by the persisting higher interest rates on deposits and to a lesser extent also by the higher number of persons with job agreement contracts.  [10:  Gross operational surplus of the non-financial businesses increased by 16% year-on-year in year 2022 (it also increased similarly in Q1 to Q3 2023), rate of profit of these businesses equalled 47% in year 2022, 48.7% then in Q1 to Q3 2023%.]  [11:  State-wide collection of ITNP from dependent activity (at the level of all public budgets) hovered only slightly above the level of year 2017 last year and lagged by 18% behind the record size from year 2019. Reducing the tax burden on labour since year 2021 played a key role here (abolition of the so called super gross wage). ] 


	
	
	Chart 18 Contribution of constituent revenues to the growth of the state wide tax collection (in p. p.), year-on-year growth of social security insurance revenues (%) and state budget balance (in CZK bn)

	
	
	

	
	
	*Include also contributions on state Active employment policy. 
** Balance adjusted for funds on programmes/projects from the EU budget and Financial mechanisms, which were pre-financed from the SB and subsequently reimbursed from the budget of EU and FM. Yearly data are available starting year 2010.
NP = natural persons, LP = legal persons. Other taxes from the incomes of NP include taxes paid by the payers (mainly from small businesses) and further taxes collected by deduction. 
Other taxes and fees contain mainly property tax, gambling tax, motorway and other tolls, and levy form excess income and unexpected profit also in year 2023.
Source: MF CR

	Positive effect of the high growth of prices in the economy on the VAT collection was subdued by the decrease of household consumption. Anticipated collection thus was not fulfilled. 
	
	5.8% more year-on-year flowed into the SB from the VAT collection last year, however the originally budgeted size of collection was not again fulfilled (by 4.4%, resp. 16.7 CZK bn). Growth of the VAT collection weakened under the influence of subsiding high inflation during H1, mild increase of collection in Q4 (+6.5% year-on-year) was linked to the light revival of household consumption[footnoteRef:12]. Increasing of tax collection was mildly suppressed by the impact of the shifted sales threshold for VAT registration[footnoteRef:13] for the whole year. [12:  Real expenditures on the final consumption of domestic households slightly increased at the end of the last year against Q3 and the decrease of expenditures in the year-on-year comparison (lasting continuously nearly two years) practically halted. ]  [13:  It relates to the increase from 1 to 2 mil CZK, which became effective as of January 2023. Together with the widening of the flat rate scheme it reflected in the year-on-year reduction of the number of VAT payers. ] 


	Collection of the consumption tax decreased and stayed behind the budget anticipation. Collection of tax on tobacco products dropped to the eight-year minimum.




Collection of tax from mineral oils went up due to the increase of tax rate on diesel fuel. 

	
	Collection of the consumption tax[footnoteRef:14] decreased year-on-year last year (−3.4%) and it lagged behind the budget anticipation for the third time in a row (last time by 5.8%, 9.1 CZK bn). Weak collection from tobacco products, which slumped by one tenth year-on-year, to the lowest level in the last eight years was a factor. It occurs even despite continuing growth of the tax rate, since the change of the buying preference of the CR citizens had a stronger influence of the collection (shift of consumption to alternative, less taxed products locally[footnoteRef:15], rise of purchases across the board). But the collection increased for the key tax on mineral oils last year (+3%) and fulfilled the budget anticipations for the first time in the last three years. Return of the tax rate on diesel fuel to the level before the onset of the energy crisis had a positive effect[footnoteRef:16]. Consumption of majority types of petroleum products grew in the CR last year, for the key item – diesel fuel – however only slightly due to the weaker demand for freight transport[footnoteRef:17]. Collection of tax on specific commodities (alcohol, beer, sparkling wine as well as intermediate products) decreased as a result of limiting non-essential expenditures of domestic households. Economical behaviours of both households and businesses led to the general decrease of the collection of all energetic taxes (the most on solid fuels). [14:  It also includes the energy taxes and the digital services tax. ]  [15:  Collection of the consumption tax on heated tobacco products increased by 8.3% year-on-year for the three quarters last year. ]  [16:  This increase occurred from August last year (by 1.5 CZK per litre). Consumption tax rate on diesel fuel thus returned to the original size (9.95 CZK/l) valid until May 2022. From 1st June 2022 till 30th September 2022 the consumption tax on unleaded petrol was also lowered.]  [17:  According to the CZSO figures, the consumption of diesel fuel increased by 1.3%, petrol by 6.0% and jet kerosene by 25% from January till November 2023. Decreased occurred for other petroleum products (including e.g. refinery gas, air, technical petrol, paraffin and waxes, petroleum coke).] 


	Non-tax and capital revenues swiftly grew thanks to funds from the EU as well as transfers from businesses with state participation. 
	
	Non-tax and capital revenues expanded by nearly one half for the last year, still they stayed behind the planned size by one tenth for the reason of weaker yield from the emission allowances. Dividends and other transfers of funds from the state businesses (+30.6 CZK bn) and also the revenues from the EU budget substantially enhanced by the received payments from the National recovery plan (primarily into the area of transport and environment) shared the most on the year-on-year growth. Net position of the CR towards the EU budget was +49.9 CZK bn last year and slightly decreased year-on-year (−7%)[footnoteRef:18], partially also due to the effect of long-term mildly growing payments of the CR into the EU budget. After calculating the revenues within the National recovery plan however the positive balance of the CR virtually doubled (89.5 CZK bn) and strengthened by 25.2 bn against year 2022. [18:  Vast majority of last year’s revenues related to the previous programme period (2014+). The most weight significant revenues from the structural funds attained 51.0 bn CZK (they fell year-on-year for the third time in a row, last time by 18.6%). Resources on rural development decreased by more than one tenth (to 7.2 bn), on the contrary direct wages in agriculture remained traditionally stable (20.5 bn). The CR acquired 30 bn CZK from the cohesion fund last year, by nearly one half more year-on-year.  ] 


	Growth of total SB outlays markedly accelerated against the preceding years, the year-on-year pace however slowed in H2 2023. 
	
	Year-on-year growth of the total SB outlays hiked up to 11.0% and markedly accelerated against years 2021 and 2022. Due to the slower pension adjustment as well as lower need to aid both businesses and households (enabled by the favourable development of prices of energies on the world markets), the rate of growth of total SB outlays weakened in H2 2023 and their annual amount was thus slightly lower compared to the planned budget (by 2.2%, i.e. 48.5 CZK bn). Strong last year’s  growth of outlays reflected both the assistance of state related to the high prices of energies (inadequately compensated by the extraordinary revenues from the selected sectors of the economy) and the impacts of the gradually subsiding high inflation (pension adjustment, higher volume of paid out social benefits, growing repayments of the state debt) or higher expenditures in the direct consequence of the was in Ukraine (humanitarian aid, expenditures on defence and security). Even though mainly current expenditures (+192.4 CZK bn) traditionally contributed to the fiscal expansion last year, higher investment (+25.4 bn) also played an important role similarly to the preceding years.  

	Despite amendment of adjustment, expenditures on pensions contributed the most to the fiscal expansion last year. Pension insurance balance deepened to record 73 CZK bn. 
	
	Social benefits essentially spoke into the last year’s year-on-year growth of the current expenditures (+100 CZK bn). Their proportion on all SB outlays was the highest in the last five years (39.4%). Nearly all growth of social benefits was covered by expenditures on pensions, which reached 685.2 CZK bn (+16.5%). Their drawing was, similarly to year 2022, fundamentally affected both due January adjustment and extraordinary increase during the year[footnoteRef:19]. As a result of considerably higher interest in early pensions[footnoteRef:20], the more than three years lasting decrease of the number of persons, who are recipients of some of the pensions halted. Even though still good condition of the domestic labour market supported brisk growth of pension insurance revenues, its year-on-year pace was not even one half compared to expenditures on pensions last year. Balance of the pension insurance system[footnoteRef:21] thus dived into a record deficit last year (72.8 CZK bn), more than triple year-on-year.  [19:  The average retirement pension increased by 4.7% during due adjustment last year in January, by 3.9% in June during the extraordinary increase (under already amended legislative conditions moderating the rate of growth of adjustment). The level of pensions (especially of females) was also elevated by the newly introduced regular allowance per every raised child, child-rearing allowance (500 CZK). The average monthly old age pension (without overlap with other pensions) was 21 454 CZK for males, 19 063 CZK for females last year in December. Resulting from the introduction of “child-raising” the difference in the level of pensions markedly narrowed between males and females. ]  [20:  Growth of the number of all recipients of permanently reduced old age pensions (SOP) accelerated last year (to 7.7% year-on-year in Q4, the most since year 2012) and their share on all old age pension recipients crossed the 30% threshold. Number of SOP do not include persons, which lodged the request for early retirement, but postponed the commencement of its payout. ]  [21:  It expresses the difference between the income from insurance on pensions and outlays on the pension insurance benefits (including the costs of its administration).] 


	Growth of outlays on non-pension social benefits slowed down. Expenditures on child allowances, humanitarian benefit for the refugees, parental allowance as well as sickness benefits decreased.




Drawing of housing allowance dramatically increased. 
	
	Growth of expenditures on other social benefits, unlike the pension benefits, vigorously slowed down last year (+1.7%, to 182.9 CZK bn) after the fast pace in year 2022 (+11.2%), even above the scope of the budget anticipation.  Decrease of the child allowance (−4.8 CZK bn, i.e. −45%) caused by the pay out of single benefit to majority of households with children during the summer 2022 (5 thousand per child) significantly participated on the year-on-year slowdown of the rate of growth. The volume of humanitarian benefits for refugees from Ukraine (−20%, −1.7 CZK bn) reduced mainly due to the stronger targeting[footnoteRef:22]. Lower drawing on weight significant parental allowances (−5.7%, −1.9 CZK bn last year) occurred for the third year in a row. Decrease of expenditures on sickness benefits (−4.6%) last similar time, still their last year amount (45.9 CZK bn[footnoteRef:23]) was distinctly above the level of year 2019 (+17%). Housing allowance, whose volume more than doubled year-on-year (to 17.9 CZK bn), worked the most in the direction of growth of non-pension benefits last year. The impact of high prices of energies and increase of costs admitted for payout, but also growth of the awareness regarding the possibility to draw on this assistance in the population, or simplification of the procedure of claiming this benefit manifested here. One order lower effect on the total growth of benefits had the higher volume of benefits for persons with disabilities (+40.9%)[footnoteRef:24], long-term care benefits (+2.2%) or growth of expenditures of the unemployment benefits (+6.2%)[footnoteRef:25], which renewed last year after two preceding years. Cooling of the labour market was reflected in mild growth of the number of long-term unemployed, which also supported the higher drawing of allowances for living (+16%, +0.6 CZK bn).    [22:  Admissible cost of housing is considered during the calculation of the benefit amount (determined by the government regulation) since July 2023, whose size is dependent on the number of persons and the form of housing. ]  [23:  Expenditures on these benefits exceeded the revenues from the insurance also last year (despite their fast growth), this deficit nevertheless decreased from 8.0 bn CZK in year 2022 to last year’s 2.7 bn.]  [24:  Higher growth is connected to the raising of limit of benefits on special aid and on mobility. Number of recipients of these benefits was higher only by 2% year-on-year. ]  [25:  86 thousand of registered job applicants (30.9% of their total number) were entitled to the unemployment benefit in December last year.] 


	Sharp growth of the non-investment subsidies to entrepreneurs was closely connected to the energy price ceilings for customers. 

	
	Non-investment subsidies to entrepreneurs presented as expected the fastest growing current outlays of the SB last year when they expanded by 54.6% year-on-year and achieved 137.8 CZK bn[footnoteRef:26]. Because they contain the extraordinary outlays on the assistance with high prices of energies – mainly compensations for the supplies of electricity and gas to customers and losses due to the ceilings on their prices (52.8 CZK bn), further subsidies to the operators of the transmission system (18.7 bn) or assistance to firms in energy-intensive branches (4.6 bn). More than 40% of these expenditures were released already in Q1 last year. Year-on-year growth of the transfers to entrepreneurs was subdued by the decrease of the advance subsidies on renewable sources of energy (also containing the impacts of the temporary waiving of the fees), smaller saving was also attained for expenditures on solutions of impacts connected to the pandemics.  [26:  Thus, they exceeded the so far record transfers from year 2021, which mainly consisted of support programmes for entrepreneurs in the peak period of the covid-19 pandemics, by one tenth. ] 


	Expenditures on wages of employees in the regional education grew. 




Expenditures on servicing the state debt accelerated to record pace.  


	
	Weight significant non-investment transfers to regional budgets increased by 9.6% year-on-year to 266.2 CZK bn. More than one half of the last year’s increase related to the raised wages of workers in primary and secondary schools[footnoteRef:27]. Strengthening of outlays on social services, compensation allowance on the housing of refugees from Ukraine or co-financing of programmes in the area of education, supported from the EU budget, also had an effect. Among other areas, SB was also notably burdened by anticipated expenditures on servicing the state debt, whose year-on-year growth substantially accelerated to record 37.4% last year (+18.6 CZK bn)[footnoteRef:28]. 7.4%[footnoteRef:29] more (+11.4 CZK bn) was directed to the wages in the central government institutions last year. It was connected to the increase of wage tariffs of the public security forces and armed forces (since January 2023) and employees in the civil service (since September 2022). After the freeze during the pandemics, outlays on the wages of constitutional authorities also increased last year. Payments of the public health insurance for the so-called state insured person, which grew by 7.2% (+9.3 CZK bn) primarily due to the increase of the assessment base for payment represented the last chapter sharing more notably on the growth of current expenditures.  [27:  The volume of resource on the wages of qualified teachers increased by 4% since January 2023, the increase for non-teaching workers occurred already since September 2022 (+8%). ]  [28:  Net expenditures correspond to the balance of the budget chapter State debt (no. 396). Payments of counter-inflationary state bonds to citizens had a major effect on the growth of expenditures here, rising interest rates of other instruments of debt financing and overall trend of growth of indebtedness from the preceding years had a partial role then. ]  [29:  It represented the highest growth in the last five-year period. Still the last year’s increase mildly stayed behind the volume of paid out wages and salaries in the whole economy.  ] 


	Size of current subsidies to agriculture or non-investment purchases went down. 
	
	Growth of SB current expenditures was mainly subdued by lower subsidies to the State agricultural intervention fund, which slumped by nearly 30% (−12.9 CZK bn) year-on-year. Non-investment purchases, where was directed by one tenth less (−9.6 CZK bn) against year 2022, also recorded savings. Mainly lower price of natural gas acquired into the state material reserves, decrease of purchases of vaccination as well as lower compensation to the Czech Post stood behind it. Increase of expenditures on the contrary arose for purchases associated with the area of defence and internal security last year.  

	Expenditures on environment, defence and security contributed to the fast growth of investment.  




Proportion of investment on total SB expenditures was the highest in the last eight years. 
	
	Rate of growth of the SB capital outlays accelerated to 13.6% last year, by 25.4 CZK bn more was invested year-on-year. Still the size of investment remained slightly behind the budget anticipations (−2.6%). Not only resources on common programmes of the CR from the EU, but also investment solely from the national resources (these formed more than one half of all capital expenditures last year) participated on the growth of investment unlike in year 2022. Subsidies to regional budgets (+8.4 CZK bn) shared the most on the increase of total investment from the SB, all categories of investment however recorded higher increase. Subsides into the transport infrastructure were the exception (−8.7 CZK bn)[footnoteRef:30], still they formed one third of all SB investment (68.1 bn). Opposed to year 2022, investment purchases also participated on the growth of capital outlays last year (+6.9 CZK bn), it concerned especially military equipment and transport equipment. Total investment participated 9.6% on all SB expenditures last year, the most in the last eight years. From the long-time view however (last two decades) it still concerns rather an average value.  [30:  Approved budget of the State fund for transport infrastructure counted thanks to the reinforcement of the principle of multi-source financing (including new instruments of debt financing) with record revenues in the amount of 150.9 bn CZK in year 2023.] 


	
	
	Chart 19 Selected expenditures of the state budget 

	
	
	

	
	
	* Covers expenditures on salaries in central government institutions. Does not include e.g. wage costs of regional education.
**Also includes the foster care benefits.
***Include Material deprivation assistance benefits, Benefits for people with disabilities, Care benefits based on Act on State Social Support. Humanitarian aid provided for citizens of Ukraine is also included here.
****Contains mainly expenditures on purchase of services, materials, energies or other services (e.g. expenditures on repairs and maintenance).
*****Corresponds to the balance of the budget chapter State debt.
Source: MF CR, MPSV




	State debt ascended to record size, the indebtedness growth rate was however the lowest in the last four years. 
	
	State debt ascended to record 3 111 CZK bn at the end of year 2023. It increased by 216 CZK bn year-on-year, i.e., approximately one half less than during years 2020, 2021 and 2022. Indebtedness pace moderations is linked to the decrease of the above adopted short-term foreign loans and at the same time to the increase of repaid loans. Consequently, the external debt shrank by 47.4% during the last year (to 152 CZK bn). The internal debt however increased by 13.5%, mainly because of continuing high issue of medium and long-term state bonds, higher volume of state treasury bills also had a partial effect. 

	Budget deficit of the government sector stayed the same for Q1 till Q3 year-on-year.  









Year-on-year growth of the absolute size of debt again exceeded the budget deficit. Thanks to brisk nominal growth of GDP, the indebtedness rate dropped year-on-year.  
	
	Sector of government institutions (VI) in the CR managed a deficit of 117 CZK bn[footnoteRef:31] in the CR in Q1 to Q3 2023[footnoteRef:32], nearly identical as in the same period of the previous year. Given the stagnation of the deep deficit of central government institutions (which financed key extraordinary expenditures connected to the solution of the impact of higher inflation or integration of refugees from Ukraine) mild increase of the surplus of local government institutions arose (to record 93 bn), on the contrary the positive balance of budget of health insurance companies slightly worsened (from 15 bn to 4 bn). Revenues of the whole sector VI increased by 10.8% year-on-year last year for the three quarters, mainly due to the current taxes on income (+72 CZK bn), received social contributions (+61 bn) or growing importance of received dividends. In contrast, the influence of VAT and consumer taxes weakened. Total expenditures VI analogically increased by 10.2%, which was the result of mostly social benefits and natural social transfers (+96 CZK bn), paid out subsidies (+40 bn) and compensations to employees (+40 bn), whose pro-growth role however strengthened against year 2022. Seasonally adjusted budget deficit VI attained the size of 3.1% of GDP in Q3 2023 and nearly did not change since the beginning of the year. Nominal debt VI reached 3 214 CZK bn at the end of Q3 2023 and increased by 231 bn year-on-year. The growth of debt significantly exceeded the attained budget deficit VI similarly to the period of years 2020–2022. The rate of indebtedness of sector VI reached 44.5% of GDP in Q3 (45.2% one year earlier). Year-on-year decrease of indebtedness[footnoteRef:33] occurred for the first time in the last one and a half years.  [31:  Unless stated otherwise, data regarding the budget balance of sector VI in the CR are expressed without seasonal adjustment.]  [32:  Data regarding the budget of government institutions for Q4 as well as the whole year 2023 will be published by the CZSO on 2nd April 2024, Eurostat then on 22nd April. More detailed assessment of the development for Q3 2023 is contained in the publication Analysis of the sector accounts: Analýza sektorových účtů:]  [33:  Swiftly growing nominal GDP contributed to the year-on-year decrease of indebtedness −3.9 p.p. in Q3, on the contrary the effect of the nominal change of the debt arrived at + 3.2 p.p.] 


	After increase of public finance imbalance in H2 2022, the budget deficits gradually stabilized in the majority of EU states. 





The deficit of the sector of government institutions deepened in the number of states of Central and North Europe.  
	
	The shape of public finances stabilized in the EU last year following the sharp deterioration during year 2022. After subsiding of the last year price acceleration for energies, the need for extraordinary public expenditures partially mitigated. On the other side the continuing very weak economic growth of the majority of European economies adversely left its mark also on the revenues of sector VI (these in relation to GDP remained below the level from year 2022 last year). The budget deficit (after seasonal adjustment) VI was 2.8% of GDP in the EU in Q3 2023, which was by 0.2 p.p. less than in the previous quarter and by whole 1 p.p. better result in comparison to the same period of the preceding year. Hungary (−7.3% of GDP), Italy (−7.1%), Romania (−5.7%) and Slovakia (−5.5%) was hit by the relatively highest deficit in Q1 to Q3 2023. On the contrary, only Denmark, Ireland, Portugal and Cyprus achieved more significant surplus (above 1% of GDP). The deficit deepened in the majority of states year-on-year (since the situation was still stabilised in the area of public deficits in H1 2022). It dropped the most in Slovakia (from −1.7% to −5.5% of GDP), with mild distance then in Poland, Sweden, Hungary, Estonia and Finland. The deficit remained near 3% of GDP in the EU in both years, similarly to the CR. 

	Decrease of the rate of indebtedness continues in the EU countries last year, even though at a slower pace. 





The CR indebtedness rate was the ninth lowest in the Union, but its total increase was the highest among the states since the end of year 2019. 
	
	The rate of indebtedness of the sector VI was 82.6% of GDP in the EU, in that 89.9% of GDP in the euro area at the end of Q3. Quarter-on-quarter decrease of indebtedness thus lasted 2.5 years, even though it took place at a slower pace last year. Compared to Q3 2022, the current indebtedness was lower in two thirds of the Union states (by precise 2 p.p. in the whole EU), the most in some highly indebted states – in Greece, Portugal, Cyprus (by more than 10 p.p.), but also e.g., in Ireland (−4.9 p.p.) and Sweden (−4.0 p.p.). In contrast, the indebtedness heightened especially in Belgium (from 105.6% to 108.0% of GDP). The indebtedness rate in the CR was still “only” one half against the euro area and the ninth lowest among the EU states (in that the fifth between its newest members – after Estonia, Bulgaria, Lithuania and Latvia). It however increased by 14.5 p.p. against the end of year 2019 (together with France the most in the EU), nearly three times more than in Germany or the average for the Union. On the contrary, eight countries managed to decrease the indebtedness for this period – by more than 13 p.p. Greece, Cyprus and Ireland, milder also Sweden, Denmark and the Netherlands. Poland, where the indebtedness increased from 45.7% to 48.7% of GDP fared relatively the best among the Central European states.




Other taxes and fees	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	0.1343620572631733	-0.43783892347861697	0.39966089378709002	0.45359346851715454	0.36091954456633163	-0.19669432258787528	-3.3756193936022506E-2	-0.21161967177130611	0.99101056462652215	0.24244696058614967	0.15610407782378988	0.45615292592707912	-0.24507318270758649	0.38912595873892392	0.49625884514210122	4.8454264222480514	Income tax of natural pers., paid by payers	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	-1.5527821256908552	-0.55432817834906578	0.12110936175366319	1.0852176920748904	5.9256972671682138E-2	0.87185461004427145	0.63141477746024122	0.67342941472377771	1.620759484993294	2.236075815759023	2.5650495208593473	2.2145487595779794	-1.0526560208410929	-6.4557034146693049	1.0630342864068225	2.2839349884944489	Income tax of natural persons, other	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	0.35321984125884731	-1.6643234919997321	0.37392515441443624	-0.60097712828051519	0.35272007542667594	-0.13614133500691258	5.5948144838251238E-2	0.29502621978374804	0.58137265625984325	6.7589193423445826E-2	0.27497666712976387	0.40549455394307277	-0.32978914864881037	0.714735210075371	1.1235494742441323	1.0754046813056031	Income tax of legal persons (corporate tax)	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	2.7315667724017554	-8.4233781883912382	0.64490735133825949	-0.8286854886362045	1.3953606183879379	-1.0011201200508371	1.5558912659779764	1.9381939917097657	2.1019797088722414	0.66800652833506335	0.35264183265496607	0.87073588998886708	-2.0708537130072977	3.8866812074729893	3.3224740440006921	6.5729866214661037	Consumption tax	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	-0.82002410205975451	-0.26243556269666019	1.0899842557829751	1.1976306800985845	2.821760603413263E-2	-0.4620554400234651	-0.28107282287786861	1.1788221564402885	0.94411988085894216	0.51818381624642551	0.48698157842828721	-3.2322029662130096E-2	-0.43076419151862821	-0.47146544798768414	0.28868970114686049	-0.42596944785138119	Value added tax	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	2.6055157702270297	-0.21155519850036597	2.4131040329417468	0.84165621802355006	0.40069000568471064	4.1571237952110938	1.9208863061132218	1.1493195344619112	2.1838115743541993	3.6002510363555791	3.3186115323065706	1.7904445521930754	-0.47516406466208921	3.6157405564344214	6.9272296081153648	2.6134043336641875	Total tax income (without SS insurance)	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	3.4518582134002003	-11.553859543415683	5.0426910500181776	2.14843544179746	2.597164822771461	3.2329671875862829	3.8493114775757959	5.0231716453481852	8.4230538699650452	7.3325533507056804	7.1543652092027372	5.7050546519679273	-4.6043003213854945	1.6791140700647134	13.221235959055974	16.96518759932701	Social security insurance revenues (SS)*	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	4.963380435078534	-9.7530608009960531	2.2763853759484789	3.0856564748201549	1.2752902432500832	0.18597279569168279	2.8854393544132932	5.7035679195659696	5.8559128258724513	8.8183903383047806	10.091138884587679	7.4816515195790458	-2.0277306648235509	10.169913745206131	7.0843896490699052	8.0913834543681276	State budget balance (right axis)	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	-20.003	-192.39400000000001	-156.416	-142.77099999999999	-101	-81.263999999999996	-77.78	-62.8	61.77	-6.15	2.94	-28.52	-367.44914888590029	-419.6878585549	-360.40186851624935	-288.51503705804953	SB balance adjust.for EU+FM effect** (right ax.)	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	-139.30000000000001	-117.5	-70.599999999999994	-81.73296260617991	-64.099999999999994	-41.7	-13.6	-1.3	-3.5	-29.2	-364.9	-408.62534300788002	-316.78614650160944	-299.44697195211938	
Insurance revenues growth, contribution to growth of tax income

State budget balance



Total current expenditures (right axis)	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	975.86	1032.78	1021.89	1031.83	1038.76	1070.8130000000001	1100.1020000000001	1121.6600000000001	1135.57	1198.05	1284.5	1412.5989294339895	1670.3085864663701	1729.78958897348	1798.8098500209101	1991.2519146137097	In that expend. on pensions (right axis)	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	312.53199999999998	339.78800000000001	346.21300000000002	368.06900000000002	382.03100000000001	382.77300000000002	385.84	395.22	398.97	414.39	433.84	471.58934759291003	519.56821115258003	530.49962626152001	588.08604572466004	685.21298320429992	Wages of employees in publ. admin.*	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	97.33	100.19	97.67	89.6	90.45	92.375	96.582999999999998	104.19	109.86	120.08	133.9	143.72754730148006	150.49796216553	152.83601356255002	154.26261187671003	165.62244310157999	Unemployment benefits	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	7.11	15.077999999999999	13.355	10.349	8.76	9.65	9.2620000000000005	8.2759999999999998	8.2200000000000006	7.82	7.51	8.1136251569399995	10.524849742540001	9.9694941281400009	9.8463264355100009	10.45997211533	State social support**	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	41.97	41.167999999999999	40.881	36.094000000000001	35.554000000000002	37.423000000000002	37.543999999999997	37.65	37.78	37.22	39.22	37.87859106618	51.685289497479999	48.771589956349999	56.34439888851	59.955940890070003	Sickness benefits	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	31.882000000000001	26.233000000000001	22.995999999999999	21.734000000000002	19.602	20.350000000000001	22.283000000000001	24.31	26.5	28.57	34.299999999999997	39.200000000000003	55.6	51.9	48.1	45.9	Social care benefits***	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	23.542000000000002	24.256	25.292000000000002	24.966999999999999	27.695499999999999	31.978999999999999	33.622	33.621000000000002	34.295000000000002	34.439	33.990400000000001	36.831099999999999	40.510199999999998	40.74	53.6	54	Build. society accounts, pension insurance	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	19.21	18.559999999999999	17.21	16.32	11.030000000000001	11.64	11.649999999999999	11.379999999999999	11.09	10.83	10.91	11.17778915189	11.47836191851	11.740370910780001	11.9619944797	11.74050024079	Non-investment purchases****	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	71.581999999999994	69.73	65.116	57.98	53.174999999999997	54.192999999999998	54.751000000000005	62.36	57.560000000000009	62.76	68.41	66.430000000000007	77.884951001920001	78.966372350420002	91.193704519299956	81.628682751309995	State debt (net expenditures) *****	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	37.659999999999997	44.47	35.840000000000003	45.13	41.400000000000006	50.89	48.49	45.28	40.65	39.769999999999996	40.729999999999997	39.550577993799998	40.145474011320005	42.233847726199997	49.705483243530004	68.31769375044	Noninvest. transfers to commercial entities	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	26.108000000000001	28.491	28.100999999999999	33.262999999999998	35.61	35.03	41.23	39.14	44.23	48.3	57.32	57.932912725290002	106.75302514385	125.41352918255001	89.127821109149991	137.81610345563999	Capital expenditures	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	108.08	134.22999999999999	134.91	123.69	113.62	102.315	111.50700000000001	175.66	84.27	81.75	116.46	139.13928546782003	172.62079654905	177.13556603782001	185.99907287821003	211.37968431811001	
Selected expenditures
Total current expenditures, pensions
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