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Introduction and Summary

The Czech Republic submits its first medium-term Fiscal-structural plan, replacing the existing Convergence Pro-
gramme and National Reform Programme. The plan is guided by Regulation (EU) 2024/1263 of the European Parlia-
ment and of the Council on effective economic policy coordination and multilateral budgetary surveillance and
repealing Council Regulation (EC) No 1466/97. It thus takes over the role of coordinating Member States’ economic
policies within the European Union and contributes to multilateral surveillance under the Treaty on the Functioning of
the European Union.

The Fiscal-structural plan of the Czech Republic is prepared for the period 2025-2028. It combines fiscal policy with
structural reforms and investment. The consistency of the two reinforces confidence in sustainable public finances
based not only on financial indicators but also on sustainable and inclusive economic growth. The original fiscal rules
of the European Union, enshrined in the Maastricht Treaty in 1992 and later defined by the Stability and Growth Pact,
have been repeatedly tested by various crises and have faced problems related to their practical enforceability. Over
time, the design of the rules became so complex that it no longer provided transparent guidance on fiscal responsibil-
ity and correction. The new regulation on the preventive arm puts the sustainability of public debt over the medium
term at the forefront. The means to achieve the sustainability are public expenditures that are largely under the direct

control of the public administration while allowing for countercyclical macroeconomic stabilisation.

Although the Czech Republic’s public debt has increased
significantly since 2019, it is still below 60% of GDP. On
the other hand, the public deficit has always been above
3% of GDP since the same year. However, thanks to the
consolidation that has begun, we expect the deficit to
fall to 2.8% of GDP in 2024, including expenditure relat-
ed to the recovery from the September floods. This has
led the European Commission not to open an excessive
deficit procedure against the Czech Republic, which also
moderates the requirements for the Fiscal-structural
plan, consolidation and reforms. However, in addition to
the persistence of a deficit of over 2% of GDP, especially
taking into account the business cycle and one-off
measures, the Czech Republic will face other challenges
in the medium and long term. These include the transi-
tion to a climate-neutral and digital economy, ensuring
energy security, promoting open strategic autonomy,
addressing demographic change, strengthening econom-
ic and social resilience and convergence.

To still meet the Treaty on the Functioning of the Euro-
pean Union criteria over the next 14 years, the new
European fiscal rules require a general government
surplus of at least 0.4% of GDP in 2028, taking into ac-
count the impact of the economic cycle, one-off or tran-
sitional measures and excluding interest expenditure.

The Czech Republic’s Fiscal-structural plan is based on
the Ministry of Finance’s August 2024 macroeconomic
forecast, which was unanimously assessed as realistic by
the Committee on Budgetary Forecasts on 29 August
2024. The fiscal basis for the plan is the current version
of the Fiscal Responsibility Rules Act. By respecting the
maximum deficits specified in the Fiscal Responsibility
Rules Act, we estimate that, given the economic develop-
ments, the balance at the end of the plan horizon will be
exactly as required by the European Commission.

In its structural part, the plan responds to the recom-
mendations issued by the Council of the European Union
on economic, budgetary, employment and structural

policies under Articles 121 and 148 of the Treaty on the
Functioning of the European Union — in particular, to
those where the Czech Republic has not made sufficient
progress. At the same time, the roadmap addresses the
priorities, common policies and objectives of the Euro-
pean Union. It is therefore divided into areas dedicated
to decarbonisation, social systems, education, the la-
bour market and housing support, and last but not least,
modern public administration and digitalisation. Individ-
ual measures, reforms and investments also provide
information on compliance with the commitments con-
tained in the National Recovery and Resilience Plan and
the concluded Partnership Agreement under the Multi-
annual Financial Framework.

As part of the preparation, the plan was consulted with
non-governmental actors, and the form of participation
was similar to the previous National Reform Pro-
grammes and Convergence Programmes. A proper inter-
ministerial comment procedure involving the economic
and social partners took place. On 17 September 2024,
a roundtable discussion on the draft plan was held, to
which representatives of economic and social partners,
the non-profit sector, representatives of regions, as well
as both chambers of the Parliament and other relevant
institutions, including the Czech Fiscal Council, were
invited. A working version of the plan was also provided
to the government advisory bodies representing, inter
alia, non-governmental actors: the Government Council
for Sustainable Development and the European Union
Committee of the Government Council for Non-
Governmental Organisations. The plan was also dis-
cussed on 8 October 2024 at the Committee on Econo-
my, Agriculture and Transport and on the same day at
the Committee on European Union Affairs of the Senate
of the Parliament of the Czech Republic. In addition to
the roundtable, representatives of the economic and
social partners were able to present their views at the
Working Party of the Economic and Social Agreement
Council for the European Union on 10 October 2024.



1 Fiscal Commitment and Main Indicators

The reform of the fiscal framework in the EU has brought about a number of important changes in the assessment of
budgetary policies in Member States. Among the most important is undoubtedly the adjustment of fiscal rules. The
main indicator monitored for the purpose of sustainable public debt ratios is the so-called net expenditure. This is
public expenditure financed from national sources, which excludes, in addition to expenditure on EU programmes
including national shares of financing, cyclical fluctuations in unemployment benefits, discretionary revenue measures
and interest expenditure. In addition, one-off measures are taken into account.

The expenditure trajectory thus set becomes binding for
countries that exceed the 3% of GDP threshold for the
general government deficit and/or 60% of GDP for gen-
eral government debt. The reference trajectory should
ensure that public debt is on a credible downward path
or remains at a prudent level until the end of the ad-
justment period, even in adverse scenarios. It should
also ensure that the general government deficit is
brought below and remains below the 3% of GDP refer-
ence value, taking into account the fact that Member
States may face additional costs, such as those associat-
ed with demographic ageing.

For countries that meet both debt and deficit indicators,
the EC will issue a “technical information note” upon
request from a Member State. This contains the value of
the primary structural balance that the Member State is
required to have at the end of the medium-term fiscal-
structural plan horizon (in the current case, 2028) and
that is sufficient, taking into account the costs of popula-
tion ageing, to keep the deficit below 3% of GDP and/or
the debt below 60% of GDP over the next 14 years (i.e.
in this plan until 2038). The specific expenditure trajec-
tory is then to some extent chosen by the countries
themselves on the basis of the necessary fiscal effort,
potential output growth and the GDP deflator.

The Czech Republic has received a requirement in the
technical information to achieve a primary structural
surplus of 0.4% of GDP. The setting of national legisla-

Table 1.1: Fiscal Commitment
change in %

tion is in line with this requirement. The Fiscal Responsi-
bility Rules Act explicitly sets maximum structural defi-
cits, i.e. including interest expenditure, for the years
2024 to 2027. In 2028, according to the law, a structural
deficit of no more than 1% of GDP should be used to set
expenditure frameworks. The initial data and assump-
tions are then based on the August 2024 macroeconom-
ic forecast of the MF CR and the notified data sent to
Eurostat at the end of September 2024. These data
show that if the structural deficit for 2028 were set at
1% of GDP, the primary structural balance would be
0.4% of GDP.

The current forecast of the MF CR assumes that suffi-
cient discretionary measures have been adopted for the
period of 2024 to 2026 to reduce structural deficits
below the limit set by the legislation (and thus also by
the plan). The adoption of Act No. 349/2023 Coll.
amending certain acts in connection with the consolida-
tion of public budgets has contributed significantly to this.
The general government deficit is expected to fall below
the 3% of GDP threshold already in 2024 and to continue
declining thereafter, in line with the recommendation of
the EU Council issued this year. Nevertheless, for the
years 2027 to 2028, further measures will be needed to
reduce deficits below 1.25% and 1% of GDP in structural
terms. However, the adoption of the appropriate
measures should not take place until the next parlia-
mentary term.

2024 2025 2026 2027 2028

Net expenditure

growth rate 5.3 4.5 2.5 2.6 29
cumulative growth rate 5.3 10.1 12.9 15.8 19.2

Source: CZSO (2024b). MF CR calculations and forecast.

Table 1.2: Main Variables
change in %, % of GDP, pp of GDP

2023 2024 2025 2026 2027 2028

actual | forecast plan

Potential GDP
GDP deflator

growth rate 1.7 2.0 1.4 1.5 1.8 1.5
growth rate 8.2 3.4 2.7 2.2 2.1 2.0

General government balance
Structural balance
Structural primary balance
Gross debt

Change in gross debt

% of GDP -3.8 -2.8 -2.5 -1.7 -0.9 -0.5
% of GDP -2.5 2.1 -2.3 -1.8 -1.3 -1.0
% of GDP -1.3 -0.7 -0.9 -0.4 0.1 0.4
% of GDP 42.4 44.1 45.1 45.3 44.7 44.2
pp of GDP -0.1 1.6 1.0 0.2 -0.6 -0.5

Source: CZSO (2024a, 2024b), MF CR (2024a). MF CR calculations and forecast.



2 Macroeconomic Assumptions

The macroeconomic forecast of the MF CR, which constitutes the underlying framework for the Fiscal-Structural Plan,
was assessed by the independent Committee on Budgetary Forecasts on 29 August 2024. The Committee unanimously
found the forecast to be realistic in its assessment (CBF, 2024). It found a high degree of consistency with the MF CR’s
forecast for overall GDP and other real variables in 2025. Some Committee members had a divergent view on the struc-
ture of growth. In their view, growth in private consumption and fixed capital formation may be lower, which should be

offset by net exports.

2.1 Global Economy and Technical Assumptions

Global economic growth was still limited in the first half
of 2024 by restrictive monetary policy in a number of
countries and heightened geopolitical instability. Inter-
national trade was hampered by logistical problems
caused by ongoing armed conflicts. The disinflation
process will continue to have a positive effect, which,
however, will fade as economies approach their inflation
targets. Consumption and private investment will be
supported by the expected interest rate cuts by the
Federal Reserve and the European Central Bank. In view
of these factors and the remaining risks, global econom-
ic growth is likely to slow to below 3% in 2024, but could
accelerate in 2025 on the back of an expected improve-
ment in international trade.

The US economy continues to grow, with GDP increasing
by 3.0% year-on-year in the first half of this year. How-
ever, the unemployment rate has been rising slowly this
year. It reached 4.3% in July, the highest in almost three
years. Nevertheless, the labour market remains relative-
ly tight, which, together with falling inflation, is support-
ing real wage growth.

We expect the US economy to grow by 2.6% in 2024,
with economic activity expected to be driven by house-
hold spending on consumption supported by real wage
growth. GDP growth could slow to 2.0% in 2025 due to
alower carry-over effect (the statistical contribution
of the previous vyear’s growth profile to full-year
growth). Investment activity should have a positive im-
pact on growth dynamics due to the expected easing of
monetary policy.

The modest economic recovery in the euro area in the
first half of 2024 was mainly driven by a decline in infla-
tion, a strong labour market and the unwinding of sup-
ply chain problems. Annual inflation rose slightly to 2.6%
in July, but has remained close to 2.5% for the past six
months. The decline in core inflation (i.e. the rate of
inflation excluding food, alcohol, tobacco and energy
prices), which stood at 2.9% for the third month, also
stopped. The unemployment rate has more or less stag-
nated at around 6.5% and remains at an all-time low.

In terms of the stimulus to the economy, fiscal policy
should, on balance, start to be relatively restrictive this
year, following the expiry of the general escape clause

contained in the Stability and Growth Pact and the phas-
ing out of energy support measures.

As part of a review of the implementation of monetary
policy, the European Central Bank is strengthening the
role of the deposit rate among the main monetary policy
rates. In June, it lowered the deposit rate to 3.75% and
we expect further cutting its key interest rate. The Euro-
pean Central Bank has also confirmed that it will reduce
the size of the portfolio purchased under the pandemic
emergency purchase programme in the second half of
the year and will end reinvestments under this pro-
gramme by the end of this year. It also continues to
gradually reduce the volume of securities purchased
under the asset purchase programme.

Overall, we expect euro area GDP to grow by 0.8% in
2024, supported by household consumption, which
should be boosted by falling inflation, a tight labour
market and rising real wages. By contrast, foreign trade
could dampen growth momentum in the face of unfa-
vourable developments in export-oriented industry.
A continued recovery in household consumption and
investment activity, supported by falling interest rates,
should bring growth to 1.3% next year. In 2026 and
2027, the performance of the economy should be sup-
ported by external and domestic demand. However, the
stimulative effect of lower interest rates may be offset
by consolidation efforts in some countries.

The price of a barrel of Brent crude oil increased by 5.4%
year-on-year in the first half of 2024. In the coming
quarters, only a very gradual increase in oil demand can
be expected in the context of persisting problems of the
world economy. The Organisation of the Petroleum
Exporting Countries and other coordinating countries
(OPEC+) are limiting oil exports to ensure that oil prices
stabilise. Consequently, they have again extended their
targeted production cuts until the end of next year. In
parallel, eight OPEC+ countries are voluntarily reducing
production beyond this commitment. Conversely, many
non-OPEC+ countries are likely to increase their produc-
tion further, notably the United States. Developments in
the Middle East and uncertainty about China’s economic
health pose particular risks to the future price of oil.

For the full year 2024, the average price of a barrel of
Brent crude oil could fall by 0.7% year-on-year to



USD 82. In line with the downward trajectory of futures
prices, we expect a gradual decline to USD 71 per barrel in
2027.

The Czech National Bank began a cycle of monetary
policy rate cuts in December 2023, since when it has
gradually reduced the two-week repo rate by 250 basis
points in total from 7.00% to 4.50%. During this period,
the inflation rate has moved back into the tolerance
band around the 2% target, where it is forecast to re-
main at the monetary policy horizon. We therefore ex-
pect the Czech National Bank to gradually lower the
two-week repo rate in the remainder of 2024 and sub-
sequently in 2025.

The exchange rate of the koruna against the euro aver-
aged CZK 25.1/EUR in the first seven months of 2024, a

depreciation of 5.3% compared with the same period of
the previous year. This was mainly due to the narrowing
positive interest rate differential, or its expected further
decrease. On the contrary, the surplus in foreign trade
had a favourable effect on the koruna.

We expect the koruna to appreciate slightly against the
euro from the second half of this year onwards. A slow-
down in the pace of koruna interest rate cuts against the
backdrop of an expected decline in interest rates abroad
could have a positive effect. In the longer term, appreci-
ation pressures should be generated in particular by
the resumption of the process of economic conver-
gence. Thus, for the whole of 2024, the exchange rate
could reach CZK 25.1/EUR on average, and in 2027 the
koruna could trade at CZK 24.0/EUR on average.

2.2 Economic Development of the Czech Republic

2.2.1 Economic Growth and the Demand Side

While the Czech economy grew only very slowly in the
first half of this year, the recovery should be stronger
in the second half of the year — given the expected
growth in consumption and investment. GDP could thus
grow by 1.1% for the whole of 2024. In 2025, economic
output should increase by 2.7% and economic activity
could grow at a similar pace in the following years.

Household consumption could increase by 2.1% this
year and by 3.9% in 2025. Real household incomes
should rise given the decline in inflation and persistent
labour market tightness, but private consumption may
be slightly dampened by the consolidation package.
Households’ willingness to spend should also gradually
increase — the savings rate could start to decline this
year, but its decline will initially be dampened by lower-
income households’ efforts to rebuild their financial
buffers. The decline in the savings rate should stimulate
household consumption more significantly only in 2025,
but the savings rate should remain well above the pre-
pandemic long-term average. The decline in the savings
rate should also be supported by falling interest rates
this year and next, although at the beginning of the
forecast horizon the incentive to save will still be rela-
tively strong given the level of interest rates. In subse-
guent years, household consumption growth could slow
slightly to 3.1% in 2026 and 2.5% in 2027.

Government consumption growth could slow to 2.3%
this year. In addition to fiscal consolidation, the transi-
tion to the new 2021-2027 Financial Perspective will
also have an impact, but this will be somewhat offset by
a pick-up in current spending from other EU instru-
ments, notably the Recovery and Resilience Facility.
In 2025, government consumption should reflect con-
tinued consolidation and a decline in the state budget
deficit, with growth estimated at 2.2%. In the following
period, momentum should gradually weaken. Govern-

ment consumption expenditure could grow by 2.0% in
2026 and 1.8% in 2027.

Gross fixed capital formation is expected to fall by 0.5%
in 2024 due to economic problems in euro area coun-
tries, persistent negative sentiment and lower capacity
utilisation in industry. It will also be dampened by re-
strictive monetary policy stance. At the same time, the
transition to the new financial perspective of the EU
structural and investment funds is taking effect, primari-
ly in the case of investment by the general government
sector. For next year, we expect investment activity to
increase by 3.6%, thanks to the economic recovery in
the euro area and the growth in government spending
supported by EU funding from the Recovery and Resili-
ence Facility. The macroeconomic framework also fore-
sees relatively strong growth rates of around 3.5% for
2026 and 2027. From 2025, investment activity will be
positively influenced by onsemi’s planned investment in
chip production and, in addition, from 2026, it will be
supported more significantly by spending related to the
construction of new nuclear power plant units.

We anticipate a reduction in inventories and completion
of work in progress during the course of this year. Inven-
tory normalisation should continue next year, and
in 2026 and 2027 inventory accumulation should be in
line with the normal trend for that phase of the business
cycle. The change in inventories should therefore have
a negative impact on GDP growth in 2024, but a positive,
albeit gradually declining, contribution is expected for
the following years.

We expect exports of goods and services to grow by
2.7% this year. Growth dynamics will be limited by weak
export markets, while export performance, which
should benefit from strong motor vehicle production
in the first half of this year, will be positive. In the fol-
lowing years, exports could grow by more than 3% per
year due to the recovery of the main export markets.



The dynamism of exports and domestic demand, espe-
cially import-intensive investment, is then reflected
in the pace of imports of goods and services. They could
increase by 1.4% in 2024, but from 2025 onwards, im-
port growth should pick up significantly and outpace the
growth of exports. The external trade balance should
therefore have a negative impact on GDP growth from
next year onwards.

Nominal GDP growth is determined by developments in
real economic output and the price component of GDP.
This year, GDP deflator growth could slow to 3.4% (from
8.2% last year) given lower price dynamics across all
components of domestic demand and only a slight im-
provement in the terms of trade, and could fall further
to 2.7% in 2025, mainly due to the virtual stagnation
of the terms of trade and slower growth in the house-
hold consumption deflator. In the following period, GDP
deflator growth could be just above 2%, with almost
unchanged foreign trade prices. This year, the terms of
trade should be positively affected mainly by the year-
on-year decline in mineral fuel prices, while in 2025
prices in foreign trade should more or less stabilise.
As a result, the terms of trade could improve by 0.5% in
2024 and 0.1% in 2025.

2.2.2 Potential Output and Business Cycle

The Czech economy has been hovering around 2% be-
low potential output in recent quarters, but the negative
output gap should gradually close as a result of the
economic recovery. From 2026, the economy could
operate in a positive and widening output gap.

2.2.3 Prices

Annual consumer price inflation was below the upper
boundary of the tolerance band around the Czech Na-
tional Bank’s inflation target in the first half of 2024. The
housing sector in particular contributed to inflation,
mainly due to increases in electricity prices and rents.
The restaurants and hotels and alcoholic beverages,
tobacco sections also contributed significantly. Con-
versely, food and non-alcoholic beverages reduced an-
nual inflation, and it was mainly due to this that prices of
goods as a whole rose only slightly. However, significant-
ly elevated price dynamics were sustained in services,
with the exception of imputed rent. While the non-
regulated part of both electricity and gas is getting
cheaper, the very strong increase in the regulated com-
ponent of total electricity and gas prices at the begin-
ning of the year is offsetting this.. The restrictive effect
of monetary policy is amplified by the income effect of
the fiscal consolidation package, and together they sig-
nificantly moderate domestic demand inflation pres-
sures. A slight decline in the dollar price of oil could also
act in the direction of lower inflation. On the other
hand, not only nominal wage growth but also the strong
depreciation of the koruna against the euro and the
dollar is an inflationary factor. The persistently strong

growth in services prices still poses some upside risk to
inflation.

In 2025, inflationary pressures will be shaped almost
exclusively by market factors. The base effect of this
year’s cheaper commodity components of electricity
and gas should counteract the expected moderate
growth in prices of regulated energy components and
the increase in television and radio licence fees. Increas-
es in excise duties on alcohol and tobacco products
should account for the slightly positive contribution of
indirect taxes. The fall in oil prices and the renewed
appreciation of the koruna against the euro and the US
dollar should be anti-inflationary next year. Monetary
policy will continue to moderate inflationary pressures
through interest rates due to the length of transmission.
Sustained higher wage growth should be an inflationary
factor. Price dynamics in services could remain elevated
next year, and the market component of inflation should
thus rise slightly after the current anti-inflationary effect
of the decline in prices of many production inputs has
partially dissipated.

We expect the average inflation rate to fall significantly
to 2.4% in 2024 and further to 2.3% in 2025. In 2026 and
2027, it should remain close to the Czech National
Bank’s 2% inflation target.

2.2.4 Labour Market

In the labour market, the lagged effects of the weak
economic activity of the previous year were evident in
the first half of 2024, which slightly eased the labour
market tightness. War refugees from Ukraine, who have
no significant problems finding employment in
the Czech labour market, are contributing to a certain
reduction in the imbalance between demand and sup-
ply. Nevertheless, the situation varies considerably from
region to region.

Demand for labour remains strong, as evidenced by the
year-on-year increase in employment and the high and
increasing number of employed foreigners. Labour sup-
ply should be supported by an increase in the statutory
retirement age, while the demographic effect of a de-
clining share of age groups with a naturally high partici-
pation rate will have a negative effect. Employment is
expected to increase by 0.3% this year and could grow
moderately until 2026 thanks to the expected economic
recovery. However, it could decline slightly in 2027 due
to unfavourable demographic developments, but the
effect of the decline in the working-age population on
the labour market will be cushioned by a continued
increase in the participation rate.

The unemployment rate (LFS methodology) remains low
despite a slight year-on-year increase. On average for
this year as a whole, it should rise to 2.8%, and we fore-
cast a fall to 2.7% for 2025. In the following years, the
very gradual decline in the unemployment rate should
continue.



This year, the growth in nominal wages and salaries is
positively affected by rising labour demand and limited
supply. Moreover, wage demands of employees are
supported by high consumer price growth and strong
profitability of firms in recent years. The main driver
of earnings growth in the non-market sector over the
forecast horizon should be the automatic indexation
of teachers’ salaries, but market sectors will be the dom-
inant contributors to the overall dynamics. Continued
strong labour demand and an expected 10% increase
inthe minimum wage should support earnings next
year. However, the end of the guaranteed wage in the
private sector will weaken the impact on other wages.
Some easing of labour market tightness, the forecast
stagnation in profits and a significant decline in inflation
this year will contribute to the slowdown in earnings
growth. Wages and salaries could thus rise by 7.1% this
year and 6.4% in 2025, with growth slowing to around
5% in the following years.

Nominal wage and salary growth this year was positive-
ly affected by growth in labour demand and limited
supply. Moreover, wage demands of employees are
supported by high consumer price growth and strong
profitability of firms in recent years. The main driver
of earnings growth in the non-market sector over the
forecast horizon should be the automatic indexation
of teachers’ salaries, but market sectors will be the dom-
inant contributors to the overall dynamics. Continued
strong labour demand and an expected 10% increase
inthe minimum wage should support earnings next
year. However, the end of the guaranteed wage in the
private sector will weaken the impact on other wages.
Some easing of labour market tightness, the forecast
stagnation in profits and a significant decline in inflation
this year will contribute to the slowdown in earnings
growth. Wages and salaries could thus rise by 7.1% this
year and 6.4% in 2025, with growth slowing to around
5% in the following years.
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Table 2.1: Macroeconomic Scenario
levels in CZK billions, change in %, contributions in pp

2023 2023 2024 2025 2026 2027 2028
actual} actual forecast outlook proj.
CZK bn. growth rate
GDP
Real GDP -0.1 1.1 2.7 2.6 2.6 2.0
GDP deflator 8.2 3.4 2.7 2.2 2.1 2.0
Nominal GDP 7619 8.1 4.5 5.4 4.9 4.7 4.0
Components of real GDP
Private consumption expenditure -2.8 2.1 3.9 3.1 2.5
Government consumption expenditure 3.5 2.3 2.2 2.0 1.8
Gross fixed capital formation 2.5 -0.5 3.6 3.6 3.3
Changes ininventories and net acquis. of valuables % of GDP 0.7 -0.4 0.4 0.8 1.1
Exports of goods and services 2.7 2.7 3.4 3.5 3.1
Imports of goods and services -0.9 1.4 5.8 4.6 3.6
Contributions to real GDP growth
Final domestic demand 0.0 1.3 3.3 2.8 2.4
Changes ininventories and net acquis. of valuables 2.7 -1.2 0.8 0.4 0.3
External balance of goods and services 2.6 1.0 -1.3 -0.5 -0.2
Deflators and HICP
Private consumption deflator 8.2 3.2 2.6 2.2 2.1
p.m. Harmonised index of consumer prices 12.0 2.6 2.3 2.1 2.0
Government consumption deflator 5.3 3.3 3.5 2.6 2.7
Investment deflator 3.9 2.3 2.0 1.7 1.6
Export price deflator (goods and services) 0.2 2.2 1.2 0.5 0.3
Import price deflator (goods and services) -2.6 1.7 1.1 0.3 0.2
Labour market level
Employment (thous. of persons) 5388 1.0 0.3 0.2 0.1 -0.2
Average annual hours worked per person employed 1774 -0.3 -1.6 -0.2 -0.2 -0.2
Real GDP per person employed -1.1 0.8 2.5 2.6 2.7
Real GDP per hour worked -0.8 2.4 2.7 2.8 2.9
Compensation of employees (bn. CZK) 3265 7.7 7.1 6.4 5.2 4.7
Compensation per employee (thous. CZK/person) 707 6.7 6.8 6.2 5.1 4.9
Unemployment rate % 2.6 2.8 2.7 2.6 2.5
Potential GDP and contributions to potential growth
Potential GDP 1.7 2.0 1.4 1.5 1.8 1.5
Contribution of labour 0.6 0.3 0.0 -0.1 -0.2
Contribution of capital 1.0 1.2 0.5 0.4 0.5
Total factor productivity 0.1 0.6 0.9 1.2 1.5
Output gap % of potential -1.2 -2.1 -0.9 0.2 0.9

Note: Changes in inventories and net acquisition of valuables on the sevent row express change in inventories as a per cent of GDP in current prices. Contribu-
tion of the change in inventories and net acquisition is calculated from real values. Employment and Compensations are in National Account methodology.
Source: CZSO (2024a, 2024c), Eurostat (2024), MF CR (2024a). MF CR calculations and forecast.

Table 2.2: External Assumptions

interest rate and change in %

2023 2024 2025 2026 2027 2028
actual forecast outlook proj.
Short-term interest rate %p.a. 7.1 5.0 3.6 3.4 3.4 3.4
Long-terminterestrate %p.a. 4.4 3.9 3.6 3.5 3.5 3.5
USD/EUR exchange rate USD/EUR 1.1 1.1 1.1 1.1 1.1
CZK/EUR exchange rate CZK/EUR 24.0 25.1 24.9 24.4 24.0
World real GDP (excluding EU) changein % 35 3.1 3.8 3.6 3.4
EUreal GDP changein % 0.5 0.9 1.5 1.6 1.5
World import volumes, excluding EU changein % 0.9 33 3.5 3.4 3.2
Qil prices (Brent) UsD/barrel 82.4 81.8 75.4 72.7 70.9

Source: CNB (2024), EIA (2024), Eurostat (2024). MF CR calculations and forecast.



3 Fiscal Outlook and Projection

The developments of recent years have been greatly affected by external shocks, including the pandemic in 2020 and
2021, as well as the war in Ukraine and the energy crisis, which are still more or less reflected in the management
of public finances today. The economic and societal impacts have reached such an extent that they have required a
proactive fiscal policy approach. Consequently, one-off, but also permanent expenditure measures, which have not
been offset by higher revenues or lower expenditure, along with cyclical effects, have substantially increased public
debt. As these crises have been overcome, the issue of the medium- and long-term sustainability of public finances is

once again coming to the fore.

3.1 Current Developments and Outlook of the General Government Sector

The approach to setting fiscal policy is generally defined
by Act No. 23/2017 Coll., onFiscal Responsibility Rules,
as amended. This law, as a result of two amendments in
2020, allowed for a much larger fiscal expansion than
would otherwise have been possible. For the first time
ever, a general escape clause from the Stability and
Growth Pact rules was activated for 2020 across the EU.
Due to persistent strong downward risks and uncertain-
ties, the EC subsequently extended this clause for 2021-
2023.

The public finances in 2023 were affected by develop-
ments in the energy market, high inflation, and the in-
troduction of several measures, mostly of a temporary
nature, which had an overall negative effect on the gen-
eral government balance. The general government bal-
ance reached -3.8% of GDP. For the next period, the
government coalition prepared a set of measures under
Act No. 349/2023 Coll.,, amending Certain Acts in Con-
nection with the Consolidation of Public Budgets. These
measures aim to ensure a tangible improvement in pub-
lic finances. The deficit in 2024 is expected to reach 2.8%
of GDP. The government’s consolidation package adjusts
both the revenue and expenditure sides, but avoids the
most damaging measure by consensus during consolida-
tions, which is cuts in investment. While the biggest
impact of the package is in this year, some measures are
gradual and will affect the economy in 2025 and in the
outlook years.

In addition to the consolidation measures themselves,
the package also includes an amendment to the Act on
Fiscal Responsibility Rules. The prescribed structural
deficit used to derive the expenditure frameworks for
2024 has been reduced by 1.45 percentage points to
-2.75% of GDP. The deficit for these purposes will then
be reduced by 0.5 percentage points per year between
2025 and 2028 until the maximum value of 1% of GDP is
reached in 2028. This trajectory should be fully sufficient
to achieve the targets under the reformed EU fiscal
framework. The fiscal policy stance will thus be restrictive.

We estimate the structural deficit to be 2.1% of GDP in
2024, falling slightly to 2.0% of GDP in 2025. The struc-
tural balance is compatible with the derived national
expenditure frameworks.

3.1.1 Expected Performance in 2024

The consolidation package prepared by the government
affects the performance of public finances in 2024,
which at the same time bears the costs of previous
strong pension indexations, as well as the fulfilment of
the commitment to NATO in defence spending, among
other factors. This year, we expect the deficit to decline
by 1.0 pp year-on-year to 2.8% of GDP, while in structur-
al terms, the deficit is expected to decrease by 0.4 per-
centage point to 2.1% of GDP. The negative balance will
mainly be attributable to the state budget, with health
insurance companies also likely to run a slight deficit. In
contrast, local governments are expected to show
a positive balance again.

Total general government revenue is forecast to rise by
6.1%, while tax revenue, including social security contri-
butions, should increase by 7.7%. Value-added tax reve-
nue, with an estimated 2.8% growth rate, will be
negatively affected by the unification of reduced tax
rates to 12% and the concurrent shifting of some goods
and services between rates. On the other hand, the
additional revenue from the increase in excise duties will
mitigate those changes. The annual dynamics of excise
duties will be positively influenced by the base effect
related to the reduced tax rate on diesel fuel until the
end of July 2023 (CZK 5.6 billion) and the increase in tax
rates on tobacco products and alcohol (CZK 4 billion). Tax
revenues are cushioned by the reduction in the effec-
tiveness of an ending one-off measure implemented
during the energy crisis in the form of a levy on excess
revenues of electricity producers. However, this effect is
offset by the end of the across-the-board waiver of the
renewable energy levy on households and firms at the
end of 2023, with the exception of energy-intensive
businesses, for which the government has allocated CZK
3.5 billion. The increase in property tax is expected to
contribute an estimated CZK 10 billion to public budgets.

The expected growth in the volume of wages and sala-
ries in the economy determines both the personal in-
come tax (11.9%) and social security contributions
(8.9%), which also reflect an increase in payment for
state-insured persons. Both revenue items will also be
positively affected by the discretionary measures in the
consolidation package. In the case of corporate income
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tax, there are mainly two conflicting factors. On the one
hand, we expect a year-on-year reduction in tax revenue
from windfall profits, while on the other hand, a 2-pp
increase in the tax rate will have an estimated impact of
around CZK 21 billion.

Among other revenues, we expect significantly lower
dividend income from state-owned companies, as well
as interest on loans granted under the Treasury liquidity
management.

General government expenditure is constrained by the
adopted consolidation package. We estimate that the
pace of final consumption expenditure will slow to 7%
year-on-year. Despite savings of 5% in each department’s
operating expenditure, intermediate consumption
should maintain a significant growth rate driven, among
other things, by spending on repairing flood-damaged
assets. We also expect a slowdown in the compensation
of government employees, with dynamics likely to be
significantly lower than last year, especially in view of
the measures approved in the consolidation package.
The health and education sectors are driving the growth
in the volume of salaries. Social transfers in kind are
likely to maintain their high pace, with an estimated
annual growth rate of around 12%. This is underpinned
by a persistently higher level of housing benefits, but the
increase should be driven mainly by health insurance
spending, made possible by increases in social security
contributions, payment for state-insured persons and an
expected slight widening of the social security funds’
deficit.

In the area of cash social benefits, we anticipate
an increase in expenditure on pension benefits. In addi-
tion to the effects of pension indexation, humanitarian
benefits paid to refugees from Ukraine, unemployment
benefits, sickness insurance benefits and the increase
in payments for state-insured persons will also affect the
dynamics. All of this should result in a 5.5% increase
in cash social benefits.

Investment in fixed assets will be influenced by in-
creased spending in transport infrastructure and de-
fence, where the 2% of GDP threshold should be
reached already this year. In the case of EU co-financed
spending, the gradual ramp-up of funds under the Next
Generation EU instrument or the unfolding 2021-2027
financial perspective will play a role.

The measures of the consolidation package, together
with the end of one-offs approved in response to the
energy crisis, will represent annual savings in subsidies
and partly current transfers amounting to tens of billions
of CZK.

General government debt is expected to rise to 44.1% of
GDP in relative terms in 2024. This is likely to lead to
a further increase in interest expenditure to 1.4% of GDP.

3.1.2 Forecast for 2025

In 2025, we expect the public finance balance to reach
-2.3% of GDP (the plan foresees a maximum deficit
of —=2.5% of GDP). Total general government revenue is
forecast to grow by 5.1%, with tax revenue, including
social security contributions, projected to grow by 5.3%.

Rising real earnings should boost household consump-
tion and positively impact value added tax revenue.
Conversely, the growth will be hampered by the change
in the definition of debtor for tax base adjustments in
the case of uncollectible debts. Higher taxes on tobacco
products should translate positively into higher value
added tax revenue (CZK 0.7 billion). The resulting in-
crease in tax revenue should nevertheless amount to
6.3%.

For excise duties, annual revenues will be boosted by
adjustments to the tobacco tax rate as part of the ad-
justment package (impact of CZK 2.3 billion). In addition,
the increase in excise tax rates on alcohol will bring in an
additional CZK 0.5 billion.

The more than 6% growth in the volume of wages and
salaries determines personal income tax (5.1%) and
social security contributions (6.2%), which also reflect
anincrease in payment for state-insured individuals.
However, the dynamics of personal income tax is ham-
pered by the year-on-year changes of capital income tax
and higher tax benefits related to long-term investment
product. In the area of social security contributions, the
consolidation package reintroduced the sickness insur-
ance rate for employees and higher compulsory contri-
butions for self-employed workers or workers under
performance agreements, where the effective date was
eventually postponed to 2025. The total impact of the
measures on social security contributions amounts
to more than CZK 5 billion. In contrast, the support for
part-time work and deductions related to long-term
investment product weaken the revenue by less than
CZK 1 billion.

The corporate income tax revenue is expected to show
aslight year-on-year increase, primarily affected by
lower yield from the windfall tax. Revenue growth is also
reduced by the exemption from taxation of government
bond yields (CZK 1.3 billion). Conversely, the tax rate
increase of 2 pp, effective from 2024, will still have a
positive effect, with an additional impact of less than
CZK 1 billion next year.

Among other revenues that will have a significant im-
pact on overall revenue growth, investment transfers
mainly reflecting the launch of projects co-financed by
the EU budget from the 2021-2027 programming period
should be noted. However, funds from the Next Genera-
tion EU instrument, which are expected to peak in 2025,
will also play a significant role.

Total spending could grow at a rate of less than 4%.
Compensation of employees in the general government



sector should show higher growth than this year, espe-
cially taking into account the share of employees with
salaries adjusted in line with average wage develop-
ment. In addition, we also anticipate salary increases in
other parts of the general government sector, albeit
at a lower rate than in the automatically indexed parts.

Social benefits in kind are expected to slow down
in 2025, due to the high base in 2024. For housing bene-
fits, we expect to maintain a relatively higher level, alt-
hough spending may slightly decline as real earnings
rise. However, the increase should then be driven main-
ly by health insurance companies’ spending, made pos-
sible by increases in social security contributions and
payment for state-insured persons. Growth in interme-
diate consumption of 3.6% is expected to be lower
compared to 2024, due to both relatively lower flood-
related spending and continued consolidation efforts in
operating expenditures.

In the area of cash social benefits, we expect an in-
crease in expenditure on pension benefits in 2025.
These should be influenced by standard indexation from
January 2025 in line with the 1.7% increase in the cost
of living index for pensioners. In addition to pensions,
we envisage maintaining the humanitarian benefit paid
to persons with temporary protection. Growth in total
cash social benefits is expected to reach 2.5%. The evo-
lution of cash social benefits according tothe national
accounts methodology also reflects an increase in the
payment for state-insured persons of around CZK 2.5 bil-
lion.

Expenditure on investment in fixed assets will be af-
fected by increased spending in defence, where we
anticipate a level of 2% of GDP as defined by the rele-
vant law. Investment will also be boosted by the ramp-
up of funding under the National Recovery Plan. The
unfolding financial perspective 2021-2027 will also have
an impact, in line with the current phase of the Cohesion
spending cycle. The dynamics of total investment may
exceed 9% in 2025, with contributions from both na-
tional and EU co-financed projects.

The measures of the adjustment package include savings
in subsidies and current transfers, which should have an
additional impact of around CZK 10 billion in 2025. Both
items together are expected to remain essentially un-
changed.

3.2 Discretionary Revenue Measures

In recent years, discretionary revenue measures have
been adopted mainly as a result of the energy crisis or
Act No 349/2023 Coll. amending certain acts in connec-
tion with the consolidation of public budgets. The most
significant in terms of financial impact are the introduc-
tion of a windfall profits tax, an increase in the corpo-
rate income tax rate, a waiver of the renewable energy
levy for households and firms, a levy on excess income,

Interest expenditure should increase only slightly due to
the improving general government balance and falling
interest rates. In relative terms, this figure should be
around 1.3% of GDP.

General government debt is projected to increase
slightly by 0.7 pp in 2025, reaching 44.8% of GDP.

3.1.3 Planned Developments for 2026-2028

For the outlook period, we forecast ongoing public fi-
nance deficits, which will be primarily determined by the
state budget. The state budget will need to meet the
requirement for further reductions in public deficits in
line with the legislative fiscal policy settings. The mini-
mum fiscal effort is outlined in Act No. 23/2017 Coll., on
Fiscal Responsibility Rules, as amended. Specifically,
Article 10a sets structural deficits at 2.75% of GDP for
2024, 2.25% of GDP for 2025, 1.75% of GDP for 2026
and 1.25% of GDP for 2027. According to a general pro-
vision, the structural balance has to meet a minimum of
-1% of GDP from 2028. Prior to the repeal of Council
regulation (EC) No. 1466/97 on the Strengthening of the
Surveillance of Budgetary Positions and the Surveillance
and Coordination of Economic Policies, as amended, the
level of the medium-term budgetary objective for the
Czech Republic, set at -0.75% of GDP, was also consid-
ered.

In 2028, the EC’s requirement for the primary structural
balance (the balance adjusted for the effects of the
economic cycle, one-off or other temporary measures
and interest expenditure) is at least 0.4% of GDP. This
target aligns broadly with the trajectory of structural
deficit reduction set by the Act on Fiscal Responsibility
Rules. The current structural deficit target of 1% of GDP
implies a primary structural balance of 0.4% of GDP.

The current outlook projects that the planned structural
deficit will be met in 2025 and 2026. For 2027 and 2028,
additional revenue or expenditure measures amounting
to 0.5% to 1% of GDP will be required. The set of poten-
tial measures has not yet been discussed by the gov-
ernment and is expected to be prepared at the
beginning of the next legislative term. The public finance
deficit should reach a maximum of 0.5% of GDP in 2028,
which would imply a decline in debt from a peak of around
45% of GDP in 2026 to around 44% of GDP at the end of
the horizon of the fiscal-structural plan.

the reintroduction of sickness insurance for employees
(and an increase for the self-employed) and an increase
in property tax.

The windfall profits tax is a temporary extraordinary tax
effective from 1 January 2023 for a period of 3 years.
The tax applies to unusually profitable companies in the
energy production and trading, banking, petroleum, and
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fossil fuel extraction and processing sectors. It operates
as a 60% tax surcharge applied to the “excess profits”
of these companies, determined as the difference be-
tween the 2023-2025 tax base and the average of the
last 4 years’ tax bases (i.e. 2018-2021) plus 20%.

For corporate income tax, the statutory rate is in-
creased from 19% to 21% with effect from 1 January
2024.

The waiver of the renewable energy charge for house-
holds and businesses meant a reduction in the regulated
component of the electricity price for the period from
1 October 2022 to 31 December 2023. The amount
of the charge depends on the main circuit breaker and is
legally capped at a maximum of CZK 599 including VAT
per megawatt hour consumed. The state budget took
over the payment instead of households and companies.

The excess revenue levy was another one-off tax on
extraordinary income. The subject was market income
from the sale of electricity in the period 1 December
2022 to 31 December 2023 above the legislative cap
applicable to each type of electricity production. Ex-
empted from the levy were producers operating facili-
ties with an installed capacity of up to and including
1 megawatt, pumped storage hydroelectric plants and

biomethane plants. The levy was 90% of the excess
revenue.

The reintroduction of the sickness insurance contribu-
tion for employees responded to the “structural” mis-
match between sickness insurance revenue and
expenditure. On the one hand, the overall rate of sick-
ness insurance was reduced in the past, while on the
other hand, new benefits have been gradually added
(paternity allowance, long-term care allowance). Thus,
from 1 January 2024, the rate of 0.6% of the assessment
base will apply to employees, while for the self-
employed the increase is 0.6 pp.

Increase in the property tax rate: due to the abolition of
the property acquisition tax, the real estate tax segment
is burdened only marginally, both in relative terms (0.2%
of GDP) and in comparison with other countries (the
Czech Republic ranks 36th out of 38 OECD countries).
Itis also the Council’s recommendation to the Czech
Republic for 2024 and 2025: “Take steps to increase
revenues from recurrent property taxes.” Property tax-
has doubled in terms of rates from 1 January 2024 and
an indexation mechanism has been introduced to adjust
the tax in subsequent years in line with price increases.
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Table 3.1: Initial Setting of Revenue and Expenditure of the General Government Sector
level in CZK billion, others in % of GDP

2023 2023 2024

CZK bn. % of GDP
Revenue
Taxes on production and imports 806 10.6 10.7
Current taxes on income, wealth etc. 609 8.0 8.3
Social security contributions 1169 15.3 16.0
Other current revenue 401 5.3 4.9
Capital taxes 0 0.0 0.0
Oter capital revenue 70 0.9 0.9
Total revenue 3056 40.1 40.7
of which: Transfers form the EU 85 11 1.1
Total revenue other than transfers from the EU 2971 39.0 39.7
p.m. Revenue measures (increments, excluding EU funded measures) 44 0.6 0.7
p.m. One-off revenue (levels, excluding EU funded measures) 33 0.4 0.5
Expenditure
Compensation of employees 738 9.7 9.6
Intermediate consumption 433 5.7 6.1
Interest expenditure 98 1.3 1.4
Social benefits other than transfers in kind 1036 13.6 13.7
Social transfers in kind 258 3.4 3.5
Subsidies 208 2.7 2.0
Other current expenditure 162 2.1 2.0
Gross fixed capital formation 370 4.9 4.7
Capital transfers 37 0.5 0.5
Other capital expenditure 6 0.1 0.0
Total expenditure 3344 43.9 43.5
of which: Expenditure funded by transfers form the EU 85 1.1 1.1
Nationally financed expenditure 3259 42.8 42.4
p.m. National co-financing of programmes funded by the EU 41 0.5 0.5
p.m. Cyclical component of unemployment benefits 0 0.0 0.0
p.m. One-off expenditure (levels, excluding EU funded measures) 96 1.3 0.4
Net expenditure (before revenue measures) 3024 39.7 40.2

Source: CZSO (2024b). MF CR calculations and forecast.



Table 3.2: Forecast and Plan of Maximum Values of Main Fiscal Indicators
level in CZK billion, others in % of GDP, net expenditure change zména Cistych vydaji and implicit interest rate in %

2023 2023 2024 2025 2026 2027 2028
CZK bn. % of GDP
actual{ actual forecast plan
Expenditure
Interest expenditure 98 1.3 1.4 1.3 1.3 1.4 1.4
Nationally financed publicinvestment 296 3.9 3.7 3.7 3.6 3.6 3.6
Net expenditure changein %} 3014 5.3 4.5 2.5 2.6 2.9
Balances
Net lending/borrowing -288 -3.8 -2.8 -2.5 -1.7 -0.9 -0.5
Primary balance -190 -2.5 -1.4 -1.2 -0.3 0.4 0.8
Cyclical adjustment
Structural balance -2.5 2.1 -2.3 -1.8 -1.3 -1.0
Primary structural balance -1.3 -0.7 -0.9 -0.4 0.1 0.4
Debt
General government gross debt (consolidated) 3234 42.4 44.1 45.1 45.3 44.7 44.2
Change in gross debt 236 -0.1 1.6 1.0 0.2 -0.6 -0.5
Contributions to changesin gross debt
Primary deficit 2.5 1.4 1.2 0.3 -0.4 -0.8
Snowball effect -1.9 -0.4 -0.9 -0.8 -0.6 -0.4
Interest 1.3 1.4 1.3 1.3 1.4 1.4
Growth 0.0 -0.4 -1.1 -1.1 -1.1 -0.9
Inflation -3.2 -1.4 -1.1 -1.0 -0.9 -0.9
Stock-flow adjustment -0.7 0.7 0.8 0.7 0.4 0.7
p. m. Implicitinterest rate on debt % 3.3 3.4 3.2 3.1 3.2 3.2
Source: CZSO (2024b). MF CR calculations, forecast and plan.
Table 3.3: Discretionary Revenue Measures
year-on-year change, in % of GDP
Rev/Exp ESA One-off 2023 2024
Full payment of the fee for renewable energy sources from the state budge revenue D.214a YES -0.2 0.2
Windfall tax revenue D.51b YES 0.5 -0.1
Levy on excess revenues revenue D.29h YES 0.2 -0.2
Increase in corporate tax rate by 2 percentage points revenue D.51b - 0.3
Reintroduction of sickness insurance for employees revenue D.61 - 0.2
Increase inreal estate tax revenue D.29a, D.59a - 0.1
Total 0.5 0.5

Note: Measures, with the exception of taxes on immovable property, whose budgetary allocation belongs to municipal budgets, are registered for
central government institutions.
Source: Vypoéty a predikce MF CR.
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3.3 Balance and Debt Projetion and its Assumptions

The forecast results for the period until 2028 are given
by the above plan, which is in line with Czech legislation.
The subsequent long-term projection up to 2038 is
based on the EC model approach and its assumptions.
However, some national assumptions on the develop-
ment of input variables are reflected, especially with
a view to a smooth follow-up to 2028.

The differences are reflected in the level of real and
potential output and their growth rates. The forecast for
real GDP to 2028 is based on current data and takes into
account the measures outlined in this Plan. We use
a national methodology based on the (Cobb-Douglas)
production function approach to estimate potential
growth. This is a published methodology that is consult-
ed and approved by the Czech Fiscal Council. For con-
sistency in the calculation of the cyclical component and
the derivation of the structural balance, we use the
latest August 2024 macroeconomic forecast, including
real GDP, for the horizon up to 2028. The resulting po-
tential output does not necessarily imply a zero output
gap, which seems adequate given the relatively short
horizon. Potential output growth rates from the EC’s
long-term projections are used in the period beyond the
national forecast. The projection of real GDP is calculat-
ed from the evolution of potential output and the out-
put gap, which is estimated at 1.4% for 2028.
Subsequently, a rule of linear closure of the output gap
(similar to that applied by the EC) is applied, by one third
each year. In the national projections, the output gap is
projected on the basis of gross value added instead
of real GDP. For the purposes of the GDP projections,
we have therefore used the assumption that the per-
centage of the GDP output gap is identical to the pro-
jected output gap based on gross value added. Given
a zero output gap from 2031 onwards, the dynamics
of real GDP is identical to potential output. It is crucial to
note that the national approach leads to a tighter gen-
eral government balance than required by the EC.

An internally consistent macroeconomic forecast for
inflation generally takes into account all foreseeable
inflationary and deflationary factors, including the ex-
pected effects of policy changes. The latest figures show
a relatively sharp decline in inflation (consumer prices
rising by an average of 2.25% year-on-year over the
eight months of this year). We expect the inflation tar-
get of 2% (CPI growth) to be reached by mid-2026 and
the GDP deflator to converge to this value in 2028. Giv-
en the expected growth in the period ahead, we see no
reason for inflationary pressures to emerge that could

divert inflation upwards from the central bank’s target.
Therefore, we assume that inflation will remain stable at
2028 levels over the remaining projection horizon. Com-
pared with the EC’s calculations, which use current mar-
ket expectations to determine them, inflation is 0.5 pp
lower over the entire projection horizon. The EC expects
the inflation target to be reached only within 30 years.

The forecast for the short-term and long-term interest
rates used is also different. We estimate a gradual de-
cline to a final 3.4% and 3.5% for short- and long-term
rates, respectively, by 2026. We assume that both rates
will follow the path of the central bank base rate, which
is now on a downward trajectory. Looking ahead, we
expect a further decline in the base rate over the course
of this and next year, which would be reflected in fur-
ther reductions in both short-term and long-term inter-
est rates. In the long run, the 2-week repo rate will
remain stable at 3.25%, a level consistent with the Czech
National Bank’s estimates. As in the case of inflation, we
do not see economic reasons for a reversal in interest
rates in the long term. By contrast, the EC calculations
show rates moving roughly 1 pp higher around 2026,
with a gradual convergence to 3.2% for short-term and
4.2% for long-term rates by 2038.

The last difference is the value of the estimated fiscal
multiplier, which is set at 0.75 for all Member States,
regardless of the type of measures, current expenditure
or investment. This value is rather overestimated in the
light of empirical studies on the Czech economy. For
example, the OECD study (OECD, 2009) describes a neg-
ative relationship between economic openness and the
size of the fiscal multiplier. The values of the multiplier
for an open Czech economy were estimated to range
from about 0.1 for taxes and 0.2-0.3 for government
non-investment expenditure to 0.7 for investment in the
first year of implementation. Studies by the Czech Na-
tional Bank (CNB 2016 and CNB 2021) put fiscal multipli-
ers for government investment in the range of 0.3 to
0.7, with multipliers between 0.3 and 0.5 for other
spending, including government consumption. The tax
multipliers range from 0.1 to 0.3. A study by the Europe-
an Central Bank (ECB 2015), which compares multipliers
across European countries, also mentions values of 0.2—
0.5. For more information, see the publication Fiscal
Outlook (MF CR, 2015). Given that we assume consolida-
tion primarily in the area of non-investment expenditure
and possibly on the revenue side, we apply more con-
servative estimates of a multiplier of 0.35.



Table 3.4: Balance and Debt Outlook in the Horizon of the Fiscal-Structural Plan

% of GDP, interest rate in %, change in %

2023 2024 2025 2026 2027 2028

General government gross debt (consolidated) %ofGDP} 42.4 44,1 451 45.3 44.7 442
General government balance % of GDP -3.8 -2.8 -2.5 -1.7 -0.9 -0.5
Structural primary balance (before ageing cost) % of GDP -1.3 -0.7 -0.9 -0.4 0.1 0.4
Cyclical component % of GDP 0.4 0.8 0.3 -0.1 -0.3 -0.5
One-off measures % of GDP -0.8 0.1 0.1 0.0 0.0 0.0
Cost of ageing % of GDP 0.0 0.0 0.0 0.0 0.0 0.0
Interest expenditure % of GDP 1.3 1.4 1.3 1.3 1.4 1.4
Short-term interest rate % 7.1 5.0 3.6 34 3.4 3.4
Long-terminterest rate % 4.4 3.9 3.6 3.5 3.5 3.5
Implicit average interest rate % 3.3 3.4 3.2 3.1 3.2 3.2
Stock-flow adjustment % of GDP -0.7 0.7 0.8 0.7 0.4 0.7
Potential GDP changein % 1.7 2.0 1.4 1.5 1.8 1.5
Real GDP changein % -0.1 1.1 2.7 2.6 2.6 2.0
GDP deflator change in % 8.2 3.4 2.7 2.2 2.1 2.0
Nominal GDP change in % 8.1 4.5 5.4 4.9 4.7 4.0

Note: The balance is based on the maximum permissible values according to the Fiscal Responsibility Rules Act, national methodology and forecasts.
Source: CZSO (2024a, 2024b). Calculations, forecast, outlook and projection of MF CR.

Table 3.5: Balance and Debt Model Projection up to 2038
% of GDP, interest rate in %, change in %

2029 2030 2031 2032 2033 2034 2035 2036 2037 2038

General government gross debt (cons. %ofGDP} 43.8 43.7 439 440 443 446 451 457 46.5 475
General government balance % of GDP -0.8 -1.1 -1.4 -1.5 -1.6 -1.8 -1.9 -2.1 -2.3 -2.6
Struct. primary balance (before ageing % of GDP 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4
Cyclical component % of GDP -0.4 -0.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
One-off measures % of GDP 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Cost of ageing % of GDP 0.1 0.2 0.4 0.5 0.6 0.7 0.8 1.0 1.2 1.4
Interest expenditure % of GDP 1.4 1.4 1.4 1.4 1.4 1.5 1.5 1.5 1.5 1.5
Short-term interest rate % 3.4 3.4 3.4 3.4 3.4 3.4 3.4 3.4 3.4 3.4
Long-terminterest rate % 3.5 3.5 3.5 3.5 3.5 3.5 3.5 3.5 3.5 3.5
Implicit average interest rate % 3.3 3.3 3.3 3.4 34 3.4 3.4 3.4 3.4 3.4
Stock-flow adjustment % of GDP 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Potential GDP changein % 1.2 1.3 1.3 1.3 1.3 13 1.4 1.4 1.5 1.5
Real GDP changein % 0.7 0.8 0.9 13 1.3 1.3 1.4 1.4 1.5 1.5
GDP deflator changein % 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0
Nominal GDP changein % 2.7 2.8 2.9 3.3 3.3 3.3 3.4 3.4 3.5 3.5

Note: The balance is based on the EC projection model and assumptions.
Source: CZSO (2024a, 2024b). EC projections. MF CR calculations.
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4 Reforms and Investments

The country-specific recommendations by the Council of the EU are grouped into four thematic areas — decarbonisa-
tion; social systems; education, labour market and affordable housing; and finally modern public administration, digit-
isation. These are based on recommendations from 2019 to 2024, where the Czech Republic’s response has not seen

significant progress.

4.1 Decarbonisation

Despite the significant reduction of greenhouse gas
emissions® and the decoupling of the trajectories
of economic growth and final energy consumption over
the past three decades, the Czech Republic remains one
of the most energy- and emissions-intensive economies
in the EU. The reasons for this are mainly the high share
of industry in the economy (28% of gross value added)
and the almost one-third share of coal in primary energy
sources. Per capita greenhouse gas emissions in the Czech
Republic are therefore among the highest in the EU.

The Czech Republic aims to reduce emissions in sectors
outside the existing EU Emissions Trading Scheme
(EU ETS) by 26% by 2030 compared to 2005, increase
the share of renewable energy sources in gross final
energy consumption to 30% and reduce final energy
consumption by about 20% compared to 2021 (MIT,
2023). The EU ETS is the only form of carbon pricing in
the Czech Republic, covering 52 % of the total green-
house gases emissions of the country (OECD, 2022a).
The EU-wide target is to reduce EU ETS emissions by
62% between 2005 and 2030. The reform of the EU ETS
then extends the coverage, in the case of Czechia, to
around two-thirds of emissions.

The Government aims to decarbonise the energy sector
through a combination of nuclear power and decentral-
ised renewable energy sources, with an emphasis on
technological neutrality, energy efficiency and energy
savings (Government of the Czech Republic, 2023). The
share of nuclear energy in gross electricity generation is
expected to increase from around 37% today to 50%
in 2050. To this end, the Government is taking steps to
at least replace the existing units of the Dukovany Nu-
clear Power Plant, which will reach the end of their life-
time in the second half of the 2040s. To that end, it has
selected the supplier who will build the new nuclear
power plants. On the other hand, the energy use of coal,
which currently generates 43% of the country’s electrici-
ty and a half of its heat, will be phased out by 2033
(Government of the Czech Republic, 2023).

The Czech Government is also committed to put a quick
end to the energy dependence on Russia. In the case of

! According to the CHMI (2024), emissions fell by 37% by 2022 compa-
red to 1990 if the land use, land use change and forestry sector is
included, or by almost 42% without this sector.

natural gas, the Czech Republic can already do without
Russian gas? capacity-wise, while in the case of oil,
thanks to the ongoing capacity increase of the TAL pipe-
line (the TAL+ project), the Czech dependence on Russia
should be significantly reduced by the end of 2024 and
fully eliminated after the completion of TAL+ in the first
half of 2025 (MIT, 2024a). Last but not least, depend-
ence on Russian nuclear fuel should be ended soon as
well.

The Czech Republic is a small, highly open economy, and
as such is heavily dependent on foreign demand. There-
fore, in order to maintain and strengthen the interna-
tional competitiveness of the Czech Republic and thus
safeguard future public revenues and macroeconomic
and fiscal stability, it is necessary to reflect trends in the
world economy. These undoubtedly include the ongoing
significant reallocation of capital in the context of the
global transition to a low-carbon economy (NERV, 2024).
Current strategic steps will thus determine where indi-
vidual countries will be in terms of value added and
supply chains in 10 to 15 years’ time.

Some sectors of the Czech economy will undergo a fun-
damental change, and the transition to a low-emission
economy is likely to be costlier than for many other EU
Member States due to the emission profile of the econ-
omy. However, a well-designed, cost-efficient, socially
sustainable and equitable transition also represents a
major opportunity for the Czech economy and will have
long-term benefits in the form of, among others, eco-
nomic modernisation, enhanced energy security, savings
not only in energy costs, and improved quality of life
(McKinsey, 2020; AoS, 2022; OECD, 2023a; IMF, 2024).

The objectives of the Czech Republic’s climate transi-
tion are described in strategic documents — the State
Energy Policy, the Czech Climate Protection Policy and
the 2021 — 2030 National Energy and Climate Energy
Plan of the Czech Republic, the updates of which have
been submitted to the Government for discussion.

2 Due to the reduction in consumption, the lease of part of the capaci-
ty of the LNG terminal in Eemshaven, the Netherlands, from Septem-
ber 2022 and, in the future, part of the capacity at the German LNG
terminal under construction in Stade (MIT, 2024b).



4.1.1 Energy Regulation Reforms

Act No. 19/2023 Coll., the so-called Lex renewable enery
sources - RES |, effective from 24 January 2023, simpli-
fied the conditions for the permitting and construction
of renewable energy sources, whether they are self-
consumption power plants with a capacity of up to 50
kW or RES power plants with a total installed capacity of
1 MW or more.

Act No. 469/2023 Coll., the so-called Lex renewable
energy sources — RES I, effective from 1 January 2024,
introduced energy communities and renewable energy
communities as new market participants and estab-
lished rules for sharing electricity produced in these
communities. The Electricity Data Centre was launched
on 1 August 2024 to provide all the necessary data
flows. Its full operation is expected in the second half of
2026. Lex RES Il also introduces, among other things, the
possibility of community electricity sharing across the
entire electricity system of the country.

Currently, the legislative process is underway for anoth-
er amendment to the energy legislation, in the form of
the Chamber of Deputies’ file no. 656 — the so-called Lex
RES 1, which focuses on (i) the legal rules for storing
electricity (or energy) in the electricity system; (ii) a new
type of trading based on bundling the supply and de-
mand for electricity from multiple customers for the
needs of the operation of the electricity network (ag-
gregation); (iii) the authorization of smaller customers
to participate in the provision of balancing services for
the electricity system by bidding to supply or offtake
electricity (accumulation). The foreseen date of effect is
1 January 2025 for most provisions of the draft act,
whereas provisions reliant on the full-fledged operation
of the Electricity Data Centre should come into effect on
1 July 2026. The described changes are milestones of the
National Recovery Plan.

A draft act on accelerating the use of renewable energy
sources and amending related acts to transpose the
amended Directive (EU) 2023/2413 is in the early stages
of the legislative process (MIT, 2024c). The law will ac-
celerate the use of renewable energy sources by defin-
ing areas — acceleration zones - in which projects for the
use of energy from renewable energy sources and the
construction of related infrastructure will be permitted
under a simplified regime. Prospectively, the introduc-
tion of special standalone zones for energy storage and
for grid infrastructure is also being weighed in order to
increase the connectivity of other renewable energy
sources outside the acceleration zones.

4.1.2 Financing the Decarbonisation and Transition

The development of renewable enery sources in the
Czech Republic is financially supported, inter alia,
through operational support — green bonuses, including
auction bonuses. The development of renewable enery

sources, energy savings and energy efficiency, moderni-
sation of energy infrastructure and/or emission reduc-
tions in the transport and other sectors are also
supported through investment support in sizeable sup-
port programmes, which are mainly financed from the
proceeds of emission allowances, the Modernisation
Fund, EU cohesion policy instruments and National Re-
covery Plan.

In the National Recovery Plan, under the component 7.1
Infrastructure for renewable enery sources and the
electricity grid, for example, a call for regional distribu-
tion system operators with an allocation of CZK 6.6
billion was opened?, the aim of which is to increase the
capacity for renewable enery sources connection.

This activity is followed up by the Technologies and
Applications for Competitiveness OP with its calls under
the Energy Infrastructure activity (allocation of CZK 7.6
billion), which support the construction, reinforcement,
reconstruction and modernisation of distribution sys-
tems and related infrastructure. The New Green Savings
and the New Green Savings Light programmes, the Envi-
ronment OP, the subsidy and the credit component of
the Energy Savings activity of the Technologies and Ap-
plications for Competitiveness OP with an allocation of
CZK 13 billion, the HEAT, ENERG, ENERGov and ENERG ETS
programmes in the Modernisation Fund or the (national)
Panel programme support, among others, the improve-
ment of energy efficiency of district heating systems
and/or in-depth renovation of buildings, efficient energy
management and renewable enery sources.

The Technologies and Applications for Competitiveness
OP activity called Renewable Energy Sources with an
allocation of CZK 7.5 billion helps the Czech Republic to
achieve its commitment in the field of renewable enery
sources use by business entities. The intervention focus-
es on supporting the installation of solar thermal sys-
tems, photovoltaic power plants, small-scale
hydroelectric power plants, wind power plants, heat
pumps and also the efficient use of biomass in heat and
electricity generation.

We are also working with banks and building societies
to co-finance comprehensive insulation and other ener-
gy-saving measures through discounted loans.

The Just Transition OP finances individual measures
aimed at re-skilling, active inclusion and assistance to
jobseekers, support for sustainable local mobility or
support for job creation in the renewable enery sources
sector and related industries in the regions most affect-
ed by the climate transition of the economy (the regions
of Karlovy Vary, Usti nad Labem and the Moravian-
Silesian region).

3 All allocations quoted reflect planned amounts (current at the time of
the FSP), which may change.
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4.1.3 Low-emmision Mobility

The reduction of emissions in the transport sector and
the construction of related infrastructure are supported
by the Transport OP, the Just Transition OP and the
Integrated Regional OP, the National Recovery Plan and
the Modernisation Fund (TRANSPORT programme). In
the National Recovery Plan, the main relevant compo-
nent is 2.4 Development of clean mobility with an allo-
cation of CZK 4.9 billion from the National Recovery Plan
itself and the total investment costs of around
CZK 9.6 billion. The Just Transition OP is due to support,
among others, the already launched strategic project
Introduction of hydrogen mobility in Usti nad Labem
(CZK 1 billion), which is a pilot project for the use of
hydrogen buses in urban public transport.

In rail transport, administrative simplification and accel-
eration of its electrification are among the Govern-
ment’s priorities (Government of the Czech Republic,
2023). Electrification of railways together with the re-
placement of rolling stock with more emission-efficient
vehicles are - among other things - supported by the
already mentioned TRANSPORT programme (SEF, 2023)
or within the National Recovery Plan, inter alia, by the
component 7.6 Electrification of rail transport.

In order to support the purchase of zero-emission vehi-
cles (energy from electricity, hydrogen or otherwise
without CO2 emissions), the applicability of extraordi-
nary (accelerated) tax depreciation by natural and legal
persons, originally introduced for vehicles acquired
between 2020 and 2023, was extended through Act No.
349/2023 Coll. by additional five years, i.e. to vehicles
acquired up to (and including) 2028. There is also a ben-
efit in place concerning the provision of a (zero-
emission) company car by an employer to an employee
for personal purposes, whereby the percentage of the
acquisition cost considered to be taxable income of the
employee is not 1%, but only 0.25% as of 1 January 2024
(Act 349/2023 Coll.). An important part of the decarbon-
isation efforts in transport is also the promotion of zero-
emission public transport, inter alia in relation to Act
No. 360/2022 Coll., on the promotion of low-emission
vehicles through public procurement and public passen-
ger transport services.

In addition, Act 142/2022 Coll. reclassified machinery or
equipment used exclusively for recharging purely elec-
tric cars and hybrid cars to a lower depreciation group,
thereby reducing the minimum depreciation period for
that machinery or equipment.

In August 2024, the Government approved the second
update of the National Action Plan for Clean Mobility to
support the development of electro-mobility and hydro-
gen mobility, thereby reducing emissions in transport
through support for companies, public transport, vul-
nerable groups and the development of vehicle sharing
services including e-carsharing (Government of the
Czech Republic, 2024).

4.1.4 Education, Science, Research, Development and
Consultancy Services

Through selected training programmes* and the meth-
odology of the Ministry of Industry and Trade® , a sys-
tem and rules for the professional training of persons in
the areas of renewable enery sources installations and
in the areas of energy audits, energy performance certif-
icates for buildings and inspections of air conditioning
equipment are established. Furthermore, the pro-
grammes cover vocational training and improvement of
professional skills in the field of energy savings and their
achievement.

The advancement of science, research and innovation
in the Czech Republic in energy is supported, among
others, by the Technologies and Applications for Com-
petitiveness OP, which, through the specific objective
1.1, supports, inter alia - although it is not a condition -,
research and development with a positive impact on
decarbonisation, or by the THETA 2 programme of the
Technology Agency of the Czech Republic, with the “En-
vironment for Life 2” programme being an analogous
programme for the environment. International calls are
also opened by the Technology Agency, e.g. EnerDigit
for the digitalisation of the energy sector.

The REPowerEU chapter in the National Recovery Plan
also focuses on a comprehensive reform of renovation
advice®. This includes investment in new energy consul-
tancystructure and services to support at least 120,000
energy efficiency projects for households, businesses
and the public sector. The investment from the National
Recovery Plan’ has also increased the number, and
expanded the scope, of the network of Energy Consulta-
tion and Information Centres, which have been promot-
ing education and awareness on energy saving and
renewable enery sources use in the residential sector
since 1990, and providing free assistance with subsidies,
preparation of subsidy applications and other adminis-
trative tasks needed to obtain subsidies.

4 E.g. programmes from the National Recovery Plan component 2.5.3
(https://www.mpo-efekt.cz/cz/dotacni-programy/130924), or the
Efect Il State Programme for the Promotion of Energy Savings (Axis 3:
Education).

5 Ministry of Industry and Trade Methodology for the performance of
the activities of an energy specialist (January 2024). Methodological
recommendations for the performance of certain duties of energy
specialists under Act No. 406/2000 Coll., on energy management, as
amended, and Decree No. 280/2023 Coll., on the conditions of per-
formance of activities of energy specialists.

® The National Recovery Plan includes the component 7.3 Comprehen-
sive reform of the consultancy for the renovation wave in the Czech
Republic with an allocation of CZK 4 billion to be implemented in the
period Q1 2023 to Q2 2026.

7 Under the National Recovery Plan component 2.5.3 with an allocati-
on of CZK 0.4 billion for the period 2022-2025.
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4.2 Social Systems

The public finances of the Czech Republic are at medium
risk in terms of long-term sustainability. The most im-
portant factor is the expected demographic develop-
ments, which are likely to significantly increase the ratio
of pensioners to the economically active population
over the next few decades. According to the EC (2024a),
the public systems that will be most affected by demo-
graphic change are the pension, long-term care,
healthcare and education systems.

4.2.1 Reform of the Pension System, of Other
Social Benefits and Services

OECD (2020) characterises the Czech pension system as
highly redistributive, at least within individual genera-
tions. The replacement rate is high for low-wage work-
ers, while it provides relatively low returns to high-
income insureds. From a funding perspective, an ageing
population will lead to imbalances caused by higher
spending on pension benefits. One of the main points of
the recommendations on the pension system is to
strengthen long-term financial sustainability: “Maintain
the current statutory increases in the retirement age for
both men and women, including their unification, and
link the retirement age to life expectancy. Also increase
the retirement age for early retirement pensions, and
further shift this age in line with life expectancy.”

The OECD then makes a range of secondary recommen-
dations, including a change in pension indexation to
a system based on price increases and, to some extent,
a recommendation to increase the contributions of the
self-employed to better match those of employees, to
strengthen financial sustainability. The latter recom-
mendation was addressed by Act No. 349/2023 Coll.

The reform of the pension system was prepared in two
steps. The first part was implemented by Act No.
270/2023 Coll. and concerns mainly early retirement
scheme and pension indexation. The second part is cur-
rently being discussed in Parliament (Chamber of Depu-
ties Print No. 696), and its most important elements are
the adjustment of the retirement age and a change in
the calculation of newly granted pensions.

In the early retirement scheme, the conditions for
granting them have been tightened and indexation has
been adjusted. The changes were motivated by both the
sustainability of the pension system and the social im-
pact. Early retirement pension benefits are permanently
reduced in the Czech Republic - the earlier the early
retirement pension is drawn, the greater the reduction.
Early retirement pension can therefore increase the
likelihood of poverty and burden other components of
the social system. With effect from 1 October 2023,
early retirement pensions can only be claimed up to
three years before reaching the statutary retirement age
for a regular old-age pension and only if at least 40 years
of insurance have been completed (including ‘compen-

satory periods’). The pension reduction conditions are
calculated at 1.5% of the calculation base for every 90
days. At the same time, early retirement pensions are
not indexed in their earnings-related part until the statu-
tory age for a regular old-age pension is reached.

Indexation of pension benefits was determined by the
increase in the consumer price index or the increase in
the pensioners’ cost of living index (whichever was high-
er) and one-half of the increase in real wages. The law
changed the indexation to the sum of the increase in the
pensioners’ cost of living index and one-third of the
increase in real wages. For indexation in exceptional
cases where the inflation rate exceeds 5%, the mecha-
nism would now apply a combination of a partial per-
centage increase and a lump-sum contribution of an
aggregate percentage equivalent to 60% of price in-
creases. The impact of the changes in indexation is esti-
mated at between 0.4 and 0.5% of GDP over the long
term once fully phased in.

The proposal for the second part of the pension reform
(Chamber of Deputies Print No. 696) includes a total of
12 measures:

1) further extending the retirement age to 67: the
retirement age will be unified at 65 years and 8
months for the year of birth 1973 and then increased
by 1 month for each year of birth until the age of 67,

2) lowering the retirement age for selected strenuous
professions,

3) gradual parametric adjustments aimed at slowing
down the growth of newly granted pensions: the
slowdown in the growth rate of newly granted pen-
sions will be implemented through a reduction in the
inclusion of the qualifying income to the so-called
first reduction threshold gradually from 100% to 90%
from 2035,

4) an increase in the minimumearnigs-related part of
the old-age pension and the invalidity pension of the
third degree of disability to 10% of the average wage
and a corresponding increase in the minimumear-
nigs-related part of the other types of pensions,

5) abolition of the increase in the old-age pension for
gainful employment concurrent with its receipt in
full and replacement of this benefit by an abatement
on social security contributions,

6) a more modest reduction in early retirement pen-
sion when you have 45 years of insurance,

7) evaluation of successfully completed doctoral stud-
ies as a compensatory period of insurance,

8) lowering the age for entitlement to a deferred old-
age pension,

9) extending the time limit for renewing entitlement to
a widow’s/widower’s pension from 2 years to
5 years,



10) replacing the pension bonus for the first and second
child with a notional assessment base,

11)the introduction of notional assessment bases as an
award for caring for a dependent person,

12)the introduction of a voluntary shared assessment
base for spouses and partners under the relevant
legislation.

The Government has approved (Chamber of Deputies
Print No. 799) a reform of the cash social benefits sys-
tem with the aim of simplifying the system, strengthen-
ing its targeting, increasing the incentive to take up work
and aligning tax and benefit settings. It is planned to
take effect in July 2025. Furthermore, as part of the
implementation of the National Strategy for the Protec-
tion of Children’s Rights 2021-2029, the Government
intends to create a functional system by 2029 to ensure
consistent protection of children’s rights and meeting
their needs. To this end, an Act on Child Protection and
Family Support will be prepared containing new regula-
tions on public protection of children and provision of
services for children at risk.

4.2.2 Healthcare

As a result of unfavourable demographic development
accompanied by an increase in the average life expec-
tancy (according to Eurostat (2023) by almost 5 years
compared to 2023 to 85 years in 2070), the healthcare
system will face high demand for health care in the me-
dium and long term. This will entail an increase in ex-
penditure (by the end of 2050, according to the
EC (2024a), there should be a 0.7 pp increase in public
expenditure on health care compared to 2023). Popula-
tion ageing will also have an impact on the revenue side
in the form of a decline in public health insurance con-
tributions collection due to a reduction in the number of
people of working age. In order to ensure the fiscal sus-
tainability of the healthcare system, it is important to
ensure stability and predictability in its financing on the
one hand, while on the other hand it is crucial to em-
phasise the efficiency of expenditure. Simply increasing
expenditure does not lead to an increase in the quality
and accessibility of health care. According to the MoH
(2019), in order to achieve greater efficiency, it is partic-
ularly necessary to improve the organisation of health
care, increase the resilience of the healthcare system,
make changes in the negotiation procedure between
health insurance companies and health care providers,
and achieve a high level of digitisation of the healthcare
system.

Stability and transparency of funding

To strengthen the stability of the revenue part of the
system, Act No. 260/2022 Coll. was approved, which
introduced an automatic indexation mechanism for the
state insurance payments for the so-called state-
insured persons (more e.g. MF CR, 2023). Its adoption,
however, strengthens the public component of
healthcare expenditure, which in the Czech Republic

reaches the highest level among EU countries (in 2021,
the share of public expenditure was 86.4% of total
healthcare expenditure).

Increasing the efficiency of the health sector

Health insurance companies will play a key role in the
changes in the organisation of healthcare, but also the
consistent implementation of clinically recommended
procedures (piloted in 2018-2022) and the elec-
tronicisation of agendas tracking the trajectory of pa-
tients in the system will be important. Thus, in the
medium term, a restructuring of the hospital network is
planned (creation of a backbone network of hospitals
with continuous operations in a wide range of special-
ties and with emergency admissions), but there would
also be a gradual transformation of the acute care inpa-
tient bedsstock (taking into account regional specifici-
ties) into long-term and subsequent inpatient care
beds® (including palliative care). Specific health care
activities will increasingly be centralised in a few cen-
tres (so-called “centres of concentration”) where these
activities are reimbursed at cost. In addition to the es-
tablishment of these centres, it is planned to introduce
the institution of “centres of excellence” by the end of
2025, where selected centres are bonused for above-
average results, adherence to recommended procedures
and quality. With the planned entry into force in January
2025, a new comprehensive social-healthcare service,
for example, will be created thanks to the adoption of
the amendment Act on the so-called health-social fron-
tier (Chamber of Deputies Print No. 704), which will be
multi-source financed. It will also be possible to provide
health care services in respite care facilities, especially
for people with long-term chronic illnesses.

In  reimbursement mechanisms, more support is
planned for the use of one-day care in a wide range of
specialties, including its inclusion in the CZ-DRG system.
There is also a gradual reduction in reimbursement ine-
qualities, both in acute inpatient care (by 2024, more
than 18% of acute inpatient care will be covered
by a single base rate) and in outpatient care. Over the
next few years, the strategic objective is to get to at
least 30% of care being reimbursed uniformly according
to real costs. Support for primary care will also contin-
ue, with reimbursement support for group practices
expected from 2025. A significant change will be the
subsequent establishment of comprehensive primary
care centres, which, in addition to the benefits of group
practices, will have overlap with public health and com-
munity mental health and will provide integrated and
comprehensive care for patients.

8 The Ministry of Health of the Czech Republic (2024) states that by
2035, due to the ageing of the population, it will be necessary
to increase the bed stock of long-term and subsequent care by appro-
ximately 4,700 beds.
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In changes of the negotiation procedure, according to
the MoH (2024), there should be more of the data and
analytical base used for decision-making by individual
participants. The role of health insurance companies
towards health care providers should also be strength-
ened, especially in pricing and distribution of resources
between different parts of the healthcare sector. The
desired effect should then be that all segments of the
healthcare system agree with the health insurance com-
panies on the level of reimbursement through a negotia-
tion procedure, with the resulting planned aggregate
reimbursement for all segments always aiming at least
at a balanced performance of the public healthcare
system (Government Resolution No. 267/2024).

An important element of greater efficiency in healthcare
is its high degree of digitisation. The key components
defined in Act No. 325/2021 Coll, on the elec-
tronicisition of healthcare, include core registers, which
have not yet been actually created and the obligation
for health care providers to use them has thus been
postponed until 2026. It will also be necessary to con-
nect health care providers and enable the exchange of
electronic medical records. In the planned amendment
to Act No. 325/2021 Coll., it is envisaged to extend this
service also to patients, social service providers and
health insurance companies. It is also planned to create
an eHealth Portal by the end of 2025, which will be a
comprehensive single point of access for citizens and
healthcare workers to electronic healthcare services
through the Electronic Health Card. As of this year it
functions as a vaccination card, and by the end of 2025
it is planned to extend its functions to include the possi-
bility of extracting information from the central registers
of the National Health Information System (e.g. on pa-
tient hospitalisations), online central ordering for
screening examinations, electronic sending of applica-
tions and discharge reports, etc.

Strengthening resilience of the healthcare system

Strengthening the overall resilience of the healthcare
system is also a priority for the Czech Republic. Within
the framework of the National Recovery Plan’s compo-
nent 6.2 the National Plan for Strengthening Cancer
Prevention and Care, a project of the Institute of Health
Information and Statistics of the Czech Republic - Na-
tional Screening Centre called Comprehensive Infor-
mation Facility for Improving the Quality of Cancer

Screening Programmes is being implemented. Its goal is
to develop and implement comprehensive information
systems at the National Screening Center that will serve
to ensure the quality of provider population screening
programs.

Ensuring staff capacity in the healthcare sector
Individual segments of healthcare have long been strug-
gling with insufficient staff capacity. Currently, the big
problem is not the total number of doctors, but their
uneven distribution between specialisations (long-term
shortage of doctors in primary care) and regions. How-
ever, there are low numbers of non-medical staff, espe-
cially nurses and radiological assistants. The shortage of
healthcare staff will be further exacerbated by demo-
graphic ageing and future increased demand for care
(both health and long-term). In order to define the prob-
lems of staffing in the healthcare sector and to propose
systemic solutions, a Strategic Group for Staff Stabilisa-
tion of the Healthcare Sector was established in 2023,
in which all relevant institutions are represented (pro-
fessional societies, the Ministry of Health, educational
institutions, representatives of professional and trade
union organisations, etc.) and which should prepare a
long-term strategy for the stabilisation and development
of staff resources in the healthcare sector until 2030.
Last year, the National Recovery Plan launched the
“Administration of specialisation and extension train-
ing” programme, which will link data on staff capacity
into a new information system predicting needs in the
segment. In addition, subsidies on residency have been
increased, both for core tribes and for specialty training
in primary care and child care, or streamlined specialty
training. By the end of 2025, it is then planned to allow
health insurance companies to have a greater share and
responsibility for building a network of accessible prima-
ry care. Working groups should address the shortage of
dental care and paediatric primary care, where primary
care team practices will be encouraged to allow for
reduced working hours while providing day-to-day
health care. For non-medical health personnel, further
expansion of competences is planned in the medium
term, especially in primary care, or making the system of
qualification training and subsequent professional train-
ing, including specialisation training, as unobstructed as
possible.
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4.3

4.3.1 Education, Science and Research

The future of a developed country is closely linked to the

quality of education. The Czech Republic therefore seeks

reforms and investments that will ensure an education
system capable of preparing children and young citizens
for the challenges of the 21st century. In this context,
the overarching strategic document is the Strategy for
the Education Policy of the Czech Republic 2030+

(MoEYS, 2020), which was prepared in cooperation with

experts and on the basis of consensus across the politi-

cal spectrum. The current implementation document

(MOEYS, 2023) sets out three priorities for the period

2023-2027:

1) Children and young people: personal development
and motivation for lifelong learning, i.e. the provi-
sion of accessible competence-based general educa-
tion supporting progressive vocational specialisation
at different stages of life. The priority also includes
the development of intrinsic motivation to learn,
support for gifted children or the availability of coun-
selling services for children;

2) Schools and teachers: modern education and pre-
pared teachers, i.e. the introduction of the revised
Framework of Educational Programmes in Czech
schools, the transformation of the content and con-
cept of the unified entrance examination, the intro-
duction of a professional standard for teachers, and,
for example, the reform of the preparation of school
principals and support for their professional devel-
opment;

3) An efficient education system: a sustainable and
effective system based on accountability for results,
i.e. sustainability and rationalisation of the school
network, innovation of the subject system or readi-
ness of primary school children for transition to sec-
ondary school and support for schools with an over-
representation of pupils with social disadvantages.

The implementation document also includes cross-
cutting measures that will be the focus of attention —
education for sustainability, digital education and artifi-
cial intelligence in education, education for children and
pupils with a lack of language-of-instruction skills, well-
being, mental health, safe environments and the promo-
tion of physical activity, equality of opportunity in edu-
cation and ensuring that secondary schools have
the necessary capacity and structure to meet expected
life pathways.

The main objective in the field of pre-school education is
to increase the quality and accessibility of pre-school
education and to take in as many children as possible in
the Czech Republic. At the same time, activities are
implemented to support the integration of children —
foreigners and to support teaching staff. Among others,
several documents targeting teachers, directors of kin-
dergartens have been produced and are available on the

Education, Science and Research, Labour Market and Housing Support

website https://www.edu.cz/ukrajina/. Targeted finan-
cial support aimed at Ukrainian refugees includes
in particular support for the establishment of the posi-
tion of Ukrainian teaching assistant in kindergartens,
as well as in primary and secondary schools and con-
servatories of music. Similarly, attention is paid to the
system of language support for foreigners in primary
schools. At the same time, work is being completed on
the revision of the Framework Curriculum for Primary
Education. Following its completion, schools should be
able to implement teaching according to it from 1 Sep-
tember 2027. As part of the reforms of regional educa-
tion, the process of innovating the subject system for
secondary vocational education is underway.

An important part of the modernisation of Czech educa-
tion is the ongoing reform of the preparation of future
teachers. A Competency Framework for Graduate
Teachers has been developed and adopted, which rep-
resents a common national vision of the quality of grad-
uate teacher training. The internationalisation
of teacher training, the enhancement of the attractive-
ness of the teaching profession and the development
of subject didactics as a key component of teacher train-
ing are also being strengthened, in particular through
the Teachers Matter subsidy programme and the call for
Support for the Undergraduate Preparation of Future
Teachers under the Jan Amos Komensky OP. The reform
of teaching practices and closer links between teacher
training faculties and schools of regional education are
also continuing. A pilot test of the Support System for
Accompanying Teachers has been launched with the aim
of improving the quality of teaching practice. From 1
January 2024, the so-called Teacher Adaptation Period
has been also enshrined, which includes a period of 2
years from the start of the teacher’s activity, and the
position of the introducing teacher, who mainly method-
ically guides the beginning teacher during his/her adap-
tation period, continuously and regularly evaluates
his/her work with him/her and familiarises him/her with
the school’s activity.

In relation to increasing the inclusiveness of the educa-
tion system, the Ministry of Education, Youth and Sports
plans to fund school psychologists and school special
educators from the state budget starting in 2025 so that
every regular primary school will be entitled to a certain
amount of full-time teaching positions. It is envisaged
that this system will also be provided in kindergartens
and secondary schools. Websites for teachers and the
general public promoting inclusive education
https://zapojmevsechny.cz/ and providing methodologi-
cal support to school counselling institutions and school
counselling centres https://poradenstvi.npi.cz/ are con-
tinuously being developed. The Ministry of Education,
Youth and Sports continues to implement a programme
to support schools with an above-average representa-



tion of pupils with social disadvantages as part
of the implementation of the National Recovery Plan
component 3.2 Adaptation of the capacity and focus of
school programmes, which runs until 31 August 2025.
The target is to support 400 schools.

The Czech Republic is investing in the development of
digital education, including through the National Recov-
ery Plan and its component 3.1 Innovation in Education
in the Context of Digitalisation. Under the first interven-
tion, the project continues to focus on the implementa-
tion of new Framework of Educational Programmes
at school level, including training for teachers on how to
develop students’ computational thinking and digital
competences. Under the second intervention, funding is
provided to schools to purchase digital teaching aids in
line with their curriculum to develop computational
thinking and digital competences. The third intervention
provides funding for schools to purchase digital devices
to prevent the digital divide. The funds are distributed
according to a coefficient that takes into account the
socio-economic situation of each school.

The overarching document National Research, Devel-
opment and Innovation Policy of the Czech Republic
2021+ (Government Office, 2020) was adopted for
the area of science and research. It represents
a strategic framework for the development of all com-
ponents of R&D&I in the Czech Republic (basic research,
oriented and applied research, experimental develop-
ment and innovation) and uses their joint action to de-
velop aknowledge-based society and support the
economic, environmental, cultural and social develop-
ment of the Czech Republic.

4.3.2 Labour Market

In the context of the digital transformation, the Czech
labour market will continue to face challenges that re-
quire appropriate targeting of active employment poli-
cies®. In 2024, a pilot testing of a new tool, the
integration workplace, is underway in response to long-
standing criticism of the effectiveness of active employ-
ment policy instruments, in particular community ser-
vice. Shortcomings lie in the low participation of
disadvantaged people in the free labour market or in the
lack of transfer to better quality employment or to per-
manent work and social integration. The integration
workplace supports job creation by providing a wage
subsidy to the employer. The employer is also obliged to
release the supported employee for integration and
training activities on a regular basis during the course of
employment. An integration activity is basically any
psychosocial support that responds to the specific needs

9 In the context of the impact of decarbonisation on the regions affec-
ted by it, the OP Just Transition is important, which focuses, among
other things, on supporting active employment policy in structurally
affected regions.

of disadvantaged persons and that provides such per-
sons with basic support in dealing with their adverse life
situation. Following the pilot testing, an evaluation will
take place in 2025.

Furthermore, the Czech Republic continues its activities
aimed at the legislative anchoring and support of the
social economy, specifically the approval of the law on
integrative social enterprise and the overall develop-
ment of the social entrepreneurship ecosystem. The law
aims to better integrate socially and health disadvan-
taged people into the labour market. It redefines
an integrative social enterprise, which must employ
at least 30% of people with specific needs. The aim is to
help these people obtain and maintain decent job. The
enterprises will be motivated by financial support from
the state, such as incentive grants and employment
allowances.

A draft revision of the protected labour market is also
under preparation. The subject of the amendment is to
streamline the provision of the contribution to the em-
ployment of persons with disabilities on the sheltered
labour market and to prevent the most serious excesses
in the provision of this socially necessary support.

In addition to the continuation of the implementation of
standard retraining or retraining in digital skills funded
by the National Recovery Plan, the development of the
Database of Retraining and Further Education Courses is
continuing. The launch of the NPO-Digi for Companies
project is crucial in supporting further training. This is
a follow-up project to the series of Educate Yourself and
then Supporting Vocational Employee Training projects
aimed at supporting employee training through their
employers.

A fundamental change is also the streamlining of public
employment services in terms of making the services of
the Labour Office more accessible and reducing the
bureaucratic burden through digitisation.

An important priority in the labour market is to facilitate
the employment of women and parents in general and
to create conditions for effective reconciliation of family
and working life and the elimination of gender stereo-
types, as mandated by the Strategy for Gender Equality
2021-2030. Following the Family Policy Strategy 2024—
2030 (MoLSA, 2023), there is an increase in the capacity
of quality and accessible pre-school childcare services
(especially for children under 3 years old)° . The Chil-
dren’s Group Act sets the basic parameters for childcare
services for children from six months (until the start of
compulsory schooling) on a non-commercial basis. An
amendment to the Children’s Groups Act is currently in
the process of being drafted to define a ‘neighbourhood
children’s group’. Furthermore, the Ministry of Labour

101t is specifically supported by OP Employment+.
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and Social Affairs is continuously monitoring the quality
and development of children’s groups and has launched
a project for this purpose, the aim of which is to set up
a framework for systematic monitoring and evaluation
and a targeted communication strategy towards munici-
palities as potential founders. The establishment of the
children’s groups is financed under the NPO from the
investment Increasing the Capacity of Childcare Facili-
ties.

In order to comprehensively support carers and reduce
inequalities on the labour market between men and
women, especially in relation to the issue of reconciling
care and work, a three-year project Support and Im-
provement of the Quality of Services in the Field of Care
and Reconciliation of Work and Family life is being im-
plemented from 2023, which is funded by OP Employ-
ment+. The project focuses on the themes of promoting
greater involvement of men in care, promoting caregiver
awareness and increasing the availability and quality
of childcare services. In addition, since February last
year, employers have been granted a 5% discount on
social security contributions for designated part-time
groups, thereby increasing labour market flexibility.

With the aim of eliminating the persistently high differ-
ence in average earnings between women and men on
the Czech labour market, the Action Plan for Equal Re-
muneration of Women and Men is being implemented,
through which the principles of transparency of remu-
neration, the effective use of tools for measuring unjus-
tified differences in remuneration and the elimination
of vertical and horizontal segregation and stereotypes
affecting women at work are being strengthened, and
the EU Directive on Pay Transparency is currently being
transposed. Comprehensive methodological and expert
support and tool development is provided by the Minis-
try of Labour and Social Affairs’ Equal Pay system pro-
ject.

As of 2024, the total amount of the parental allowance
has been increased from CZK 300 thousand to
CZK 350 thousand for a child born after 1 January 2024
and at the same time the maximum period of receiving
the allowance for parents of these children was reduced
from 4 years to 3 years of the child’s age.

In relation to the labour migration system, the Czech
Republic is working on a set-up that will be more re-
sponsive to the needs of the labour market, with
an emphasis on supporting the arrival of people with
higher qualifications. A new system of economic labour
migration has been prepared in an amendment to the
Employment Act, which aims to adjust the conditions of
employment of foreigners from third countries in terms
of a more differentiated approach to labour migrants
based on their human capital and expected contribution
to the domestic economy. One of the major disad-
vantages of foreigners is their knowledge of the Czech
language. Therefore, in order to support economic self-

sufficiency and the application of the qualification po-
tential of foreign workers, the Ministry of Labour and
Social Affairs together with the Ministry of Education,
Youth and Sports has prepared a facility for language
training in Czech for foreigners.!' In line with strength-
ening the employability of migrants on the Czech labour
market, the Labour Offices provide retraining courses
in the Czech language for foreigners.

The Ministry of the Interior has drafted a new law on the
residence of foreigners, which creates a legal basis for
the digitalisation of the administrative procedure for the
residence permit of foreign nationals, including labour
migrants, and introduces some other changes contrib-
uting to increased efficiency of the migration process.
In the area of labour migration, the new law adopts and
enshrines the current proven principles of regulating the
volume and structure of migration flows through annual
quotas and transparent preferential treatment for se-
lected groups of foreign workers whose arrival is of
increased interest to the state. It also responds to recent
changes in EU law concerning the conditions of admis-
sion of workers from non-EU countries. The bill was
approved by the Government on 28 August 2024.

4.3.3 Housing Support

Housing affordability in the Czech Republic is a persis-
tent systemic problem. For low-income groups, the issue
is even more pressing due to the lack of a legal frame-
work for providing systemic support for social housing.

One of the instruments that should lead to improved
housing affordability is the reform of the Building Act.
This should speed up, digitise and streamline the con-
struction procedure to reduce its overall duration.
The overall objective is therefore to increase the num-
ber of housing starts and completions each vyear.
The issue of digitaliisation of the construction procedure
is described in more detail in Chapter 4.4.

Through a combination of the state budget and National
Recovery Plan funds, the construction of rental housing
will be supported in the form of grants and especially
loans. The investment support instruments are applica-
ble to both the public and private sectors. The compli-
ance with the target group and the established method
of calculating the rent at the cost level throughout the
sustainability period (duration of the loan, sustainability
in terms of the subsidy) is the condition for the use of
the support. The target group comprises over 10% of the
population of the Czech Republic.

The issue of social and affordable housing is systemical-
ly anchored in the draft law on housing support. It fo-

1 j.e. granting accreditation by the Ministry of Education, Youth and
Sports for language courses under Section 108 of the Employment Act
and issuing recommended educational and methodological materials.
In addition, two calls for Czech language teaching aimed specifically at
foreigners coming from Ukraine were announced in 2022.



cuses on people who are most vulnerable on the hous-
ing market (people caring for a child on their own, vic-
tims of domestic violence or war veterans). The Act
obliges 206 municipalities with extended powers to
provide housing contact points and also sets out a sys-
tem of guarantees and compensation for homeowners.
This measure is intended to bring currently vacant
apartments in particular to the market and to enable
owners to accommodate low-income and other margin-
al groups without major risks. The Housing Support Act
is expected to come into force in July 2025. In this con-
text, it is worth mentioning the implementation of the
project Support for Social Housing and its Systemic Im-
plementation in the Czech Republic, which is focused on
cooperation with municipalities. The main objective

of the project is to disseminate the system-led approach
among other implementers of calls for social housing, to
pilot innovative elements (housing contact points, social
real estate agencies, local and regional level) and to
increase the number of people informed about social
housing.

The ongoing reform of tenancy relations, which specifi-
cally aims to increase the stability of landlord-tenant
relations, should also have an impact on the availability
of housing, inter alia by limiting the chaining of short-
term contracts and simplifying the eviction of non-
paying tenants.
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Graph 4.3.1: Graduates in Technical Disciplines
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Graph 4.3.3: Part-time Workers Share in 2022
share of the total number of employees aged 20-64 in %
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Graph 4.3.5: Gender Gap
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Fiscal-Structural Plan of the Czech Republic
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Graph 4.3.2: Digital Economy and Society Index
index with equal weights of items, data for 2022
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Graph 4.3.4: Enrolment Rates in Early-childhood Educa-

tion and Employment Rate of Women with Children
in %, employment rate of women aged 15-64 with 1 child under age of 3
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Graph 4.3.6: Type of Housing by Income
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4.4 Modern Public Administration, Digitisation

4.4.1 Measures countering Corruption

In order to strengthen the anti-corruption framework,
the Czech Republic has identified four main reforms,
two of which have already been implemented and two
are under preparation. Firstly, Act No. 171/2023 Coll.,
The Whistleblower Protection Act and related amend-
ments (Act No. 172/2023 Coll.), effective from 1 August
2023. The Act provides protection to a wide range
of persons working in the private and public sectors in
the event that they report an illegal act that has oc-
curred in the organisation where they work or with
which they have contact in connection with their work.
In particular, employees, business partners of employ-
ers, self-employed persons, interns, volunteers and
persons who help the whistleblower to report or dis-
close the violation are protected from retaliation.
In practice, the protection of whistleblowers will be
strengthened in particular by the substantive prohibition
on retaliation and the reversal of the burden of proof
in retaliation disputes.

Another measure implemented is the reform of the
judiciary aimed at strengthening the legislative frame-
work and transparency in the area of courts, judges,
prosecutors and bailiffs (amendment to the Act
on Courts and Judges, Act No. 218/2021 Coll.). Thus,
with effect from 2022, objective rules for the selection
of judges and court officials have been introduced, the
ancillary activities of judges have been regulated
in more detail, and court proceedings involving lay judg-
es have been streamlined.

The amendment to the Act on Courts and Judges is fol-
lowed by a reform measure in the area of the judiciary —
the amendment to the Act on Proceedings in Matters of
Judges, Public Prosecutors and Bailiffs (Chamber of
Deputies Print No. 634). It is intended to introduce an
instance review of the decision of the disciplinary cham-
ber on the basis of an appeal, and to introduce
measures to increase the efficiency of proceedings in
cases of judges, prosecutors and bailiffs, in particular as
regards the composition of disciplinary chambers,
the salaries of those convicted of disciplinary offences
and the settlement of disciplinary cases by agreement.
The reform should be implemented by the end of 2024.

Last but not least, the anti-corruption framework in the
Czech Republic should be strengthened by establishing
rules for lobbying. The Lobbying Regulation Bill and the
related amending bill are to define lobbying, require the
establishment of a register of lobbyists and lobbied
persons, introduce the obligation to register lobbying
and provide for sanctions for non-compliance (Chamber
of Deputies Print Nos. 649 and 650, now in the second
reading). This new legislation should be approved
by 30 June 2025 at the latest.

4.4.2 Modern Public Administration
The overarching strategic document in the area of mod-
ernisation of public administration is the concept of
Client-oriented Public Administration 2030 (Ml, 2020),
including the implementing Action Plan for the years
2021-2023 (M, 2021). Its vision is to achieve in 2030
a public administration that is as client-oriented as pos-
sible and creates conditions for further improvement
of the quality of life of the population and growth
of prosperity in the Czech Republic. The concept sets out
five strategic objectives aimed at achieving a substantive
shift in specific areas of public administration:

1) accessible and quality public services,

2) an efficient public administration system,

3) effective public administration institutions,

4) competent human resources,

5) informed and participating citizens.

The concept is implemented by action plans. The first
Action Plan for the years 2021-2023 has already been
fulfilled (MI, 2021). The new Action Plan for 2024-2026
(MI, 2024) was approved by the Government on 3 April
2024. The Action Plan for 2024-2026 includes, for ex-
ample, measures to improve communication with busi-
ness in public administration, to improve the
environment for strategic management or to create
an information system for election management.

Adequate administrative capacity and, in general, at-
tracting and retaining talent in public administration is
a prerequisite for an effective public administration capable
of responding to current challenges. Activities in this area
are, inter alia, implemented under National Recovery
Plan Component 4.4 Improving the Efficiency of Public
Administration. In addition to support for informed
decision-making in public administration and measures
to increase the pro-client orientation of public admin-
istration (part of a broader area of measures to increase
attractiveness and develop professional skills in the
public service), measures to improve policy coordina-
tion and strategic planning are also included. Activities
include, for example, the adoption of a comprehensive
report on policy coherence for sustainable development,
identifying the funding needs of strategies and existing
funding sources, the adoption of a new version of the
regulatory impact analysis methodology, the update
of a model covering all climate and energy processes
relevant to the Czech Republic, and the adoption
of a human resources action plan for the civil service.
This report must be approved by the Government by the
end of 2025.

Furthermore, the project Increasing Efficiency, Pro-client
Orientation and Use of the Principles of “evidence in-
formed” in decision-making in public administration
is being implemented. The aim of this project on pro-
moting the use of informed decision-making principles

31



32

remains the design of an electronic tool for data collec-
tion in public administration, the so-called Unified Data
Collection Information System, which will focus on, for
example, eliminating duplicate data reporting, unifying
the formats sent, linking existing sources of information
and, in general, making the use of data more efficient.
Overall, the aim is to create a database of relevant data
from selected information sources, open data and data
collected through a newly developed electronic tool for
collecting data on the activities of authorities.
At the same time, the implementation of a training
programme for front-office officials in a pro-client ap-
proach, which is an element of the next part of the re-
form and is aimed at increasing the pro-client
orientation of the public administration, started in 2024.
The training programme aims to increase professional-
ism in the areas of communication and the quality of
administrative performance of front-office officials. The
training programme is a follow-up to the pilot version
that was implemented under the project Evaluation of
Public Administration in the Czech Republic (OECD,
2023a). The aim of the training programme supported
by the National Recovery Plan is to train 1,000 front-
office officials of local governments in 2024-2025.

The amendment to the Civil Service Act was submitted
to the Chamber of Deputies on 16 April 2024 (Chamber
of Deputies Print No. 673). It aims at a flexible function-
ing of the civil service in compliance with its basic prin-
ciples. The amendment is expected to come into force in
January 2025. The modernisation of public procurement
is also closely linked to the efficient performance of
public administration. In this context, the National Pub-
lic Procurement Strategy was adopted by the Govern-
ment on 21 February 2024. Within the framework of this
strategy, the following activities will be implemented
from the National Recovery Plan funds in the period up
to mid-2025: elaboration of a concept for the profes-
sionalisation of public procurers, including training pro-
grammes; elaboration of a Sustainable Purchasing
Action Plan containing minimum sustainability standards
for commodities/areas with key environmental impact,
as well as support for better linking public procurement
with the vision of the EU taxonomy; creation of a Com-
petence (methodological and coordination) Centre fo-
cusing, inter alia, on the development of methodologies
for successful realisation of public procurement within
supported projects, of the relevant portal with models
and examples from practice for contractors, inter alia,
at the municipal level; support for the development
of centralised procurement, especially in terms of sup-
port to regional centres and specific assistance to con-
tracting authorities, especially at municipal level.

A step towards more effective functioning of municipali-
ties is the introduction of the institution of the commu-
nity of municipalities as an institutionalised form
of inter-municipal cooperation. In addition to the activi-
ties that can be the subject of the activities of a union

of municipalities, the task of a community of municipali-
ties is to ensure the coordination of public services
in the territory of the member municipalities and the
strategic development of this territory.

4.4.3 Digitalisation

The digitalisation of public administration is closely
related to its modernisation and streamlining. In addi-
tion to the state budget and the European Structural
and Investment Funds, the digitalisation of public ad-
ministration is also significantly financed by the National
Recovery Plan. Its components focused on the digitalisa-
tion of public administration are component 1.1 Digital
Services to Citizens and Companies, component 1.2 Digi-
tal Public Administration Systems and, more recently,
component 1.7 Digital Transformation of Public Admin-
istration. The aim of component 1.1 is to simplify, opti-
mise and digitise individual agendas performed by the
state and public administration (including health care as
a complex sector of the state economy, which is partially
managed by the state and financed from public funds).
The supported entities are central administrative bodies,
state contributory organisations, state enterprises.
Component 1.2 aims to create an effective environment
for the digitisation of agendas performed by public ad-
ministration and healthcare as a complex field of econ-
omy financed mainly from public resources. The
supported entities are central administrative authorities,
state contributory organisations and state enterprises.

Beyond the National Recovery Plan, a number of other
projects in the field of digitalisation of public administra-
tion are being implemented. For example, the comple-
tion of the e-Collection and e-Legislation project, which
aims to modernise the legislative process and increase
the accessibility and clarity of the law. The e-Collection
system serves as a database of information on legal acts
and also publishes electronic versions of legal acts pub-
lished in the Collection of Laws and International Trea-
ties. The e-Legislation system is a tool for drafting and
discussing legislation. In the area of legislation, the im-
plementation of the e-legislation process into the Sen-
ate’s rules of procedure remains to be addressed at this
time. The remaining functionalities in the area of e-
legislation are expected to be completed in 2024. In
accordance with Act No. 222/2016 Coll., the e-Collection
part of the system was put into operation on 1 January
2024. The launch of the e-Legislation system is planned
to be phased in for each type of act promulgated in the
e-Collection. On 1 July 2024, the section on international
treaties was launched, on 15 January 2025 the e-
Legislation system will be launched for implementing
legislation, communications, resolutions and decisions
and on 15 January 2026 the e-Legislation system will be
launched in its entirety.

On 20 January 2024, the eDocuments project was
launched, bringing the possibility of verifying physical
identity or other facts through a mobile application



containing a securely stored digital copy of a valid ID
card. Throughout 2024, in accordance with the amend-
ment to Act No. 12/2020 Coll., on The Right to Digital
Services and on Amendment of Certain Acts, the gradual
implementation of identity verification using the eDoc-
uments application is being ensured with legal entities
as verifiers. According to the timetable, eDocuments are
accepted by all central administrative authorities from
1 January 2024, and from 1 July 2024 they are also new-
ly accepted by regions and municipalities with extended
powers and other state authorities such as the Police of
the Czech Republic, the tax administration, labour offic-
es, etc. As of 1 January 2025, eDocuments will be ac-
cepted by other public authorities such as election
commissions, representative offices, schools or first- and
second-tier municipalities, as well as by private and
private-law entities, including, for example, banks, post
offices or health insurance companies, which are re-
quired by law to verify someone’s identity or other per-
sonal data.

The digitalisation of building procedures is one of the
priorities in the field of housing, building law and spatial
planning. The aim of the project is to simplify and
streamline the process of issuing building permits. It is
expected that speeding up the construction procedure
will significantly improve the business and investment
environment in the Czech Republic. Currently, work is
underway on 2 main systems: an Agenda Information
System for officials of building authorities and authori-
ties concerned and a Builder's Portal for the general
public, which serves to communicate with building au-
thorities. Both of these systems should be interconnect-
ed, the records and support systems of the construction
administration are linked to them. Everything is being
developed with an emphasis on simplification and elimi-
nation of repetitive administrative tasks so that appli-
cants and officials work with state-known guaranteed
data (linked data pool).

Digitalisation is key to increasing the competitiveness of
Czech companies on the global market. In this respect,
small and medium-sized enterprises in particular need
to be motivated to use smart solutions that can make
their work more efficient and increase productivity. The
Czech Republic places great emphasis on supporting the
digitisation of enterprises and reflects it also through
the National Recovery Plan (component 1.5. Digital
Transformation of Enterprises) and OP Technologies and
Applications for Competitiveness. It is through the Na-
tional Recovery Plan that a number of projects are sup-
ported to support the digital transformation of small
and medium-sized enterprises in particular. For exam-
ple, the National Recovery Plan has established the
Platform for the Digital Economy, which aims to connect
all actors in the national digital ecosystem. In the future,
this platform will function as one of the working groups

of the Digital Transformation Committee, which is ex-
pected to be established by 2025. In the OP Technolo-
gies and Applications for Competitiveness, digitisation of
enterprises is addressed in specific target 1.2 (Digital
Enterprise activity) with a total allocation of almost CZK
7 billion with the aim to support the introduction of
digitisation in enterprises, including the necessary pro-
cess analysis and follow-up investment support for the
deployment of digital solutions (support for projects in
areas related to artificial intelligence, process automa-
tion, robotics and cyber security of online and cyber-
physical systems); development and acquisition of spe-
cialized software (e.g. for computer security, simulation,
monitoring, computer vision, for working with big data —
Big Data Analytics, for 3D printing, implementation of
artificial intelligence, robotics, machine learning, aug-
mented and virtual reality, business intelligence, etc.);
and building and upgrading computing and data centres.

The development of digital high-capacity networks in
the Czech Republic is being carried out in accordance
with strategic documents approved by the Government.
These include: National Plan for the Development
of Very High-Capacity Networks (MIT, 2021), Implemen-
tation and Development of 5G Networks in the Czech
Republic — Towards the Digital Economy (MIT, 2020),
Action Plan 2.0 to implement Non-subsidy Measures to
support the Planning and Construction of Electronic
Communications Networks (MIT, 2019, Action Plan 3.0 is
under preparation). Support for the development of
these networks is mainly through the measures adopted
in the National Recovery Plan and cohesion funds.
Among the most important measures are the reforms
and investments of the National Recovery Plan con-
tained in component 1.3 Digital High-capacity Networks,
containing in particular the creation of digital technical
maps, increasing the number of connections to very
high-capacity networks, increasing the level of 5G mo-
bile signal coverage in investment-intensive locations,
including coverage of transport corridors, technical
means to ensure mobile signal coverage of trainsets,
support for industrial research and experimental devel-
opment for projects using 5G networks.

This activity is then followed by Priority 3 of OP Tech-
nologies and Applications for Competitiveness with a
total allocation of CZK 4 billion, which aims to increase
the availability of high-capacity networks enabling relia-
ble access to electronic communications services for
Internet access to end users (households, businesses,
public administration and other socio-economic actors).
Specifically, this involves support for the deployment of
fibre access networks and very high-capacity access
networks providing fixed site services with a target
speed of at least 150 Mbps or at least 1 Gbps (depend-
ing on the category of the area to which the relevant
subsidy is directed).
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Graph 4.4.1: Corruption in Public Sector (2023) Graph 4.4.2: Public Administration Efficiency (2022)
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5 Contingent Liabilities

Guarantees represent an increase in general govern-
ment expenditure when the borrower is unable to repay
the obligations for which the guarantee is provided.
Before the pandemic, the volume of guarantees provided
in the Czech Republic was quite negligible. At present, the
total volume of guarantees is around 0.6% of GDP.

Currently, the Guarantee Programme 2015-2023 (ap-
proved by Government Resolution No. 1053/2014),
respectively its 4th call, is expiring, which allows small
and medium-sized enterprises to obtain a guarantee for
a bank loan of an investment or operational nature. The
effective guarantee amounted to CZK 4.13 billion as
of 31 December 2023. Other current programmes for
which the National Development Bank provides so-called
M-guarantees (atype of preferential loan guarantee
provided in a simplified procedure, support under
the de minimis rule) include, for example, the INOSTART
Programme, which enables innovative small and medi-
um-sized start-ups to obtain a loan for the implementa-
tion of innovative projects (the value of exposure at the
end of 2023 was CZK 38.4 million).

In 2024, a new guarantee programme ELEKTROMOBILI-
TA was launched with an expected allocation
of CZK 2 billion. Under this programme, it will be possi-
ble to purchase new electric vehicles and their charging
stations. The support will be provided in the form
of a portfolio bank guarantee for a commercial loan
from cooperating partners who will have an agreement
with the National Development Bank on the terms and
conditions for providing portfolio guarantees in the
Electromobility Guarantee programme. It will also be
possible to obtain a financial contribution (subsidy com-
ponent). The guarantee can be granted up to 70% of the
principal amount of the guaranteed loan and the dura-
tion of the guarantee cannot exceed 5 years.

Under the EXPANZE Programme, which is now closed
for applications, the guarantee part supported larger
projects outside Prague. The guarantee was provided up
to 80% of the principal amount of the guaranteed loan,
which ranged from CZK 1 to 60 million and the duration
of the guarantee did not exceed 10 years. The effective
guarantees of this programme as at 31 December 2023
were around CZK 3 billion, of which CZK 10.5 million
related to the Energy Guarantee Programme.
M-guarantees were also provided through the OP En-
terprise and Innovation for Competitiveness, but by the
end of 2023 the effective guarantees were only around
CZK 11 million.

As part of the response to the crisis caused by the pan-
demic, the COVID Il Guarantee Programme was ap-
proved by the Government in March 2020 (Government
Resolution No. 260/2020) with indirect support for af-
fected companies in the form of state guarantees with
a guarantee capacity of CZK 20 billion. As of 31 Decem-

ber 2023, the limit for the fulfilment of the guarantee
provided was CZK 186.3 million. On 20 April 2020,
the COVID PRAHA programme was announced as
a complement to the COVID Il programme under similar
conditions. The effective guarantees of this programme
amounted to CZK 1.4 million at the end of 2023. Both
programmes were exhausted relatively quickly and end-
ed already during 2020.

The adoption of Act No. 228/2020 Coll. enabled the
implementation of the COVID Il Guarantee Pro-
gramme. The provision of loans under this programme
was terminated on 31 December 2021. The performance
limit as at 31 December 2023 was CZK 11.9 billion.

In addition to these programmes, the National Devel-
opment Bank provided guarantees under the COVID
Sport Guarantee (Government Resolution No. 46/2021)
and COVID CK Guarantee for small and medium-sized
travel agencies (Government Resolution No. 51/2021).
This was followed by the CK Guarantee scheme from
January 2022 (Government Resolution No 982/2021).
The effective guarantees at the end of 2023 were
CZK 41.2 million for the COVID Sport Guarantee and
CZK 14.3 million for the COVID CK Guarantee.

The effective guarantees for the provided concessional
loan guarantees, where the amount of the guarantee for
the lending bank is graded into 3 performance bands
and the business risk and creditworthiness of the client
are assessed, the so-called S-guarantee, at the end
of 2023 amounted to approximately CZK 45 million for
the guarantees of the OP Enterprise and Innovation and
CZK 791.3 million for the others.

Act No. 214/2020 Coll. enabled the Export Guarantee
and Insurance Corporation (EGAP) to expand its portfo-
lio of activities to include the provision of guarantees
under the COVID Plus programme. The programme was
terminated at the end of 2021. The amount of effective
guarantees of this programme was CZK 5.1 billion at the
end of 2023.

On 3 November 2022, in response to the situation trig-
gered by Russia’s aggression in Ukraine, Act
No. 363/2022 was approved, which allowed EGAP to
provide guarantees to mitigate the economic and social
consequences also under other emergency support
measures. The new legislation has thus opened up space
for supporting export production companies affected by
high energy prices or, for example, sanctions against
Russia. The guarantees for operating and investment
loans were opened for enterprises whose share of ex-
ports in annual sales in the last accounting period was at
least 25% and which had more than 100 employees in
that period. The loan should have been to a maximum
of 15% of total annual sales (averaged over the last
three closed accounting periods) and range between
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CZK 5 million and CZK 1.2 billion (in total per group).
As with the COVID plus programme, the amount of the
guarantee varied based on an assessment of the rating.
In the case of a rating of ‘B or better’, it was 90% of the
loan principal, while in the case of EGAP's internal rating
of ‘B-’, it was 80%. The maximum duration of the guar-
antee was 6 years. For the EGAP Plus programme,
CZK 500 million was allocated from the State budget for
the initial deposit into the Fund to cover the liabilities
from the guarantees provided. In 2023, an additional
CZK 239 million was made available to increase EGAP’s
share capital in order to extend export support (Gov-
ernment Resolution No 525/2023). The programme was
set to expire on 31 December 2023. The effective guaran-
tees amounted to CZK 6 billion as of 31 December 2023.

Guarantees provided by local governments also account
for ashare of general government sector guarantees
(outside covid programmes). The most significant of
these is to the Prague City Transport Company for de-
ferred payments for the purchase of trams in the
amount of CZK 0.8 billion. Others are guarantees pro-
vided by local governments for loans related to housing
needs (CZK 0.1 billion).

In the wake of the September 2024 floods, two pro-
grams are in the pipeline to help businesses recover
from the flood. Firstly, it is the Interest Free Loan from
the Financial Instrument Expansion — Loans (OP Tech-
nology and Applications for Competitiveness) with a

total allocation of CZK 1.5 billion. Under this facility, the
National Development Bank will provide loans ranging
from CzK 0.5 million to CZK 100 million for capital ex-
penditure. The loan will be granted up to 90% of eligible
project expenditure, with a repayment period of up to
15 years, and it will also be possible to defer repayments
for up to 12 months from the completion of the project.
In addition, it will be possible to obtain a financial con-
tribution (subsidy component) of up to 25% of the loan
principal in the form of forgiveness of repayments after
completion of the project. The public aid scheme will be
under de minimis rule and, where appropriate, will make
use of Articles 14 and 22 of the General Block Exemption
Regulation. Also, as part of the renewal of the National
Guarantee Programme, the National Development Bank
will offer entrepreneurs guarantees for loans from co-
operating commercial banks for up to CZK 3.5 billion.
Both programmes are scheduled to be launched on
1 November 2024.

In 2018, a state guarantee was provided to secure the
Czech National Bank’s loan to the International Mone-
tary Fund from its foreign exchange reserves (Act
No. 179/2018 Coll.). The pledged credit framework is up
to EUR 1.5 billion, but the reported amount of the guar-
antee is dependent on the status of the loan drawn
down. The guaranteed loan has not yet been drawn
down.
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Glossary

Accrual methodology means that economic transactions are
recorded at the time an economic value is created, transformed or
cancelled or when receivables and liabilities increase or decrease,
regardless of when the transaction will be paid (unlike the cash

Capital transfers include acquisition or loss of an asset without
equivalent consideration. They may be made in cash or in kind.
Capital transfer in cash is defined as cash transfer without ex-
pected consideration from the unit which received the transfer.
Capital transfer in kind is based on the transfer of ownership of an
asset (other than inventory and cash) or decommitment by
a creditor for which no consideration, assumption of debt, etc.
was received.

Consumer price index is one of the indexes measuring the price
level. It is constructed on the basis of regular monitoring of the
prices of selected goods and services (so-called representatives) in
the consumption basket of households. Each representative has a
certain weight. The consumption basket is divided into 12 catego-
ries (e.g. food and non-alcoholic beverages; alcoholic beverages,
tobacco; clothing and footwear; housing, water, electricity and
fuel; etc.). Harmonised index of consumer prices is calculated in
EU countries according to uniform and legally binding procedures,
which (unlike national indexes) allows for comparability of this
indicator among countries.

Correction period shall be the period during which the fiscal
adjustment takes place in the Member State, basically a period
of four years or, in the case of an extension, a period of four
years plus an additional period of not more than three years.

Country-specific recommendations are guidelines issued
annually by the Council of the EU to individual Member States
on economic, budgetary, employment and structural policies
in accordance with Articles 121 and 148 of the Treaty on the
Functioning of the EU.

Cyclically adjusted balance of the general government sector is
used to identify the fiscal policy stance because it does not include
the impact of those parts of revenues and expenditures which are
generated by the position of the economy in the business cycle.

Discretionary measures represent direct interventions of execu-
tive or legislative authorities in general government revenue and
expenditure.

Effective guarantees represent the actual exposure of the
general government sector to guarantees issued (relevant if
the guarantee programme has an overall limit on the perfor-
mance of individually guaranteed loans).

The expenditure rule of the national fiscal framework serves as
the basis for the preparation of the draft of the state budget and
the budgets of state funds. The rule derives the maximum amount
of government sector expenditure from the structural part of the
government sector revenue increased by 1% of GDP. This increase
represents the established medium-term budgetary objective of
the Czech Republic. The rule is supplemented by an automatic
correction mechanism reflecting in retrospective the gap between
the actual level of expenditure and the expenditure prescribed by
the rule, and is accompanied by precisely defined escape clauses
under Act No. 23/2017 Coll., on fiscal responsibility rules.

Fiscal effort is a year-on-year change in the structural balance
indicating expansive of restrictive setting of the fiscal policy in
a given year.

The general government sector is defined by internationally
harmonised rules of the EU. In the Czech Republic, it includes, in
the ESA 2010 methodology, three main subsectors: central gov-
ernment, local government and social security funds.

Government final consumption expenditure includes govern-
ment payments which are subsequently used for consumption of
individuals in the household sector (mainly reimbursement of
health care by health insurance companies for services provided
by medical facilities) or are consumed by the entire society (such
as expenditure on army, police, judiciary, state administration,
etc.). General government services, provided for consumption to
the entire society, are usually valued at the level of own costs for
a given service because they do not pass through a market which
would value them. For the above reasons, consumption consists
mainly of intermediate consumption (i.e. goods and services,
excluding fixed assets consumed in the production of other goods
or services), compensation to employees (wages and salaries
including the part of social security contributions paid by employ-
ers), social transfers in kind to households (in particular payments
by health facilities outside the general government sector) or
consumption of the fixed capital. The value calculated is not the
entire value of these transactions but only the value associated
with the production valued at own costs. The costs associated
with the production of activities which pass a market fully or partly
and for which the general government sector receives payment
are excluded from its consumption.

Gross domestic product (GDP) is the monetary expression of the
total value of goods and services newly created in a given period
in a given territory. Real GDP is the gross domestic product, ex-
pressed in the prices of the reference year. This transformation
enables, in analysing GDP (or other variables), to eliminate the
impact of price changes over time and to focus only on the chang-
es in physical volume. Gross value added represents the differ-
ence between the value of production and intermediate
consumption (production consumed in the production of other
goods or services).

Gross fixed capital formation represents the investment activities
of units. Fixed capital is represented just by assets used in produc-
tion for more than one year. It also includes for example military
equipment, expenditure on research and development, etc.

Inflation is a sustained growth in the general price level, i.e., inter-
nal currency depreciation. The price level is measured using price
indices, such as the consumer price index or the harmonised index
of consumer prices. The most commonly mentioned year-on-year
inflation rate is the relative change in the consumer price index
compared to the same month of the previous year. The average
inflation rate is the relative change in the average of the consum-
er price index in the last 12 months compared to the average of
the consumer price index in the previous 12 months. Inflation
rates are expressed as a percentage. By administrative measures
on consumer prices are meant state measures that directly affect
the price level. They include the effect of changes in indirect taxes
(value-added tax, excise and energy taxes) and regulated prices
(e.g. electricity, gas, heat, water and sewerage, public urban
transport).

Long-term interest rates are measured on the basis of yields of
long-term government bonds or comparable securities until ma-
turity in percent per year. Bonds with residual maturity ranging
from 8 to 12 years (the use of these limits is fully based on the
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conditions of the Czech government bond market, which were set
based on the periodicity of Czech government bond issues) are
classified as representative. From this set, a combination of bonds
whose average residual maturity is closest to the 10-year limit is
then generated.

Net expenditure refers to public expenditure net of interest
expenditure, discretionary revenue measures, expenditure on
EU programmes that are fully offset by revenue from EU funds,
but also by the national share of their financing, and excludes
the cyclical component of expenditure on unemployment
benefits and one-off and other temporary measures.

One-off and other temporary measures are revenue or expendi-
ture measures that only have a temporary impact on the general
government balance and often stem from events outside the
direct control of executive or legislative authorities (e.g. flood
relief expenditure).

Output gap is the difference between real and potential output
measured in percent of potential output. It serves to identify the
position of the economy in the cycle.

Potential output is the level of economic output in the “full”
utilisation of available resources. Full utilisation of resources is
meant here rather as optimal and balanced, which does not lead
to pressures such as changes in the inflation dynamics, etc.

The reference trajectory of net nationally financed primary
expenditure provided by the EC to Member States that exceed
the government deficit and/or government debt thresholds is
intended to allow these countries to adjust their fiscal policy
settings so that public debt is on a credible downward path by
the end of the adjustment period or remains at a prudent
level, even in adverse scenarios. Furthermore, it should ensure
that the general government deficit is brought below and
remains below the 3% of GDP reference value.

Short-term interest rate is in the Czech Republic represented by
PRIBOR 3M, as the reference value for the interest rate indicating
the average rate, for which banks can borrow on the market for
interbank deposits with a maturity of three months.

Social benefits in cash are social benefits (e.g., pension insurance
benefits, state social security benefits) paid to households from
the general government sector.

Structural balance is the difference between cyclically adjusted
balance, and one-off and temporary measures (for both compo-
nents see above). Primary structural balance is further adjusted
for interest payments.

The technical information provided by the EC upon request to a
Member State complying with a general government deficit of no
more than 3% of GDP and a general government debt of no more
than 60% of GDP provides the value of the primary structural
balance in the target year of the fiscal-structural plan recom-
mended to keep the deficit and debt values within these limits
over the plan horizon.

Unemployment (Labour Force Sample Survey) corresponds to the
number of persons who simultaneously met three conditions in
the reference period (reference week): they were not employed,
actively sought work and were ready to take up work within
14 days at the latest. Unemployment rate expresses the ratio of
the number of the unemployed and the labour force. A person
unemployed for more than 12 months is considered long-term
unemployed.



Fiscal-Structural Plan of the Czech Republic for 2025-2028 period
Ministry of Finance of the Czech Republic and Government Office of the Czech Republic

© v
\‘_g
First edition, Prague 2024 8=
()
o
Editor: Ministry of Finance of the Czech Republic  Government Office of the Czech Republic d ®
Letenska 15, 118 10 Prague Nabrezi Edvarda Benese 4, 118 01 Prague 0
m=9
ISBN 978-80-7586-079-8 (on-line) 8=\1
——
O —
http://www.mfcr.cz m=$
\2

-6L0

8



	Introduction and Summary
	1 Fiscal Commitment and Main Indicators
	2 Macroeconomic Assumptions
	2.1 Global Economy and Technical Assumptions
	2.2 Economic Development of the Czech Republic
	2.2.1 Economic Growth and the Demand Side
	2.2.2 Potential Output and Business Cycle
	2.2.3 Prices
	2.2.4 Labour Market


	3 Fiscal Outlook and Projection
	3.1 Current Developments and Outlook of the General Government Sector
	3.1.1 Expected Performance in 2024
	3.1.2 Forecast for 2025
	3.1.3 Planned Developments for 2026–2028

	3.2 Discretionary Revenue Measures
	3.3 Balance and Debt Projetion and its Assumptions

	4 Reforms and Investments
	4.1 Decarbonisation
	4.1.1 Energy Regulation Reforms
	4.1.2 Financing the Decarbonisation and Transition
	4.1.3 Low-emmision Mobility
	4.1.4 Education, Science, Research, Development and Consultancy Services

	4.2 Social Systems
	4.2.1 Reform of the Pension System, of Other  Social Benefits and Services
	4.2.2 Healthcare

	4.3 Education, Science and Research, Labour Market and Housing Support
	4.3.1 Education, Science and Research
	4.3.2 Labour Market
	4.3.3 Housing Support

	4.4 Modern Public Administration, Digitisation
	4.4.1 Measures countering Corruption
	4.4.2 Modern Public Administration
	4.4.3 Digitalisation


	5 Contingent Liabilities
	References
	Glossary

