[bookmark: _GoBack]REPORT ON GENERAL GOVERNMENT BUDGET
MARCH 2020


General government budget recorded a deficit of RON 18.06 billion (1.67% of GDP) in 2020 Q1 (Annexes 1 and 2).
A larger deficit compared to 2019 Q1 mainly reflects the unfavourable evolution of revenues in March due to deferred payment of taxes during the state of emergency (RON 7.7 billion)[footnoteRef:1] and higher VAT reimbursement by RON 3.17 billion in order to support private companies’ liquidity. Furthermore, on the expenditure side, higher investment by RON 1.0 billion compared 2019 Q1, as well as RON 1 billion payments in advance for the transitional national aid in the vegetal and zootechnical sector contributed to the increase of the deficit. [1: Fiscal facility granted through GEO no. 29/2020 regarding certain economic and fiscal measures to support private companies. According to GEO no. 29/2020, no late payment interest and penalties shall be owed for the tax liabilities outstanding as of the date of entry into force of GEO no. 29/2020 and not paid within 30 days as of the termination of the state of emergency. 
] 



I. GENERAL GOVERNMENT REVENUE

Total revenue amounted to RON 72.23 billion in 2020 Q1, down by 3.3% compared to 2019 Q1, mainly reflecting a contraction in revenues in March (-25.1% yoy) as a result of fiscal facilities implemented to support the economic activity during the state of emergency. However, in March, the total amount of fiscal obligations declared to the National Agency for Fiscal Administration was RON 24.63 billion (+8,5% yoy), but revenues collected were RON 16.95 billion due to deferral of tax payments. 

Personal income tax receipts amounted to RON 6.0 billion in 2020 Q1, up by 8.5% yoy. This dynamics was backed by: (i) an increase of 0.7% of the total number of employees and 9.2% of gross wages during Dec 19-Feb 20 compared to the same period a year ago and (ii) the increase of minimum wage from RON 2,080 to RON 2,230. 
Income tax receipts increased by 10% (yoy) in Jan – Feb 2020 amid accelerating wage bill by 9.4% in February (yoy), but then revenues decreased in March by 9% (yoy) as a consequence of the fiscal measures adopted in the context of the state of emergency[footnoteRef:2].  [2:  GEO no. 29/2020 and the extension of the deadline for submission of the Single Fiscal form for individuals with independent activities from March 15th to May 25th (income tax and compulsory social contributions).] 


[image: ]
Source: MoPF, NIS, own calculations
Fig.1 Personal Income Tax Revenue

Social contribution revenue totalled RON 27.31 billion in 2020 Q1, up by 2% yoy, mainly reflecting the increase of minimum wage and the positive dynamics of the same relevant macroeconomic indicators considered for PIT revenues. In March, the receipts from social contributions were RON 1.7 billion lower than the fiscal obligations declared by taxpayers. 
Also, compared to the same period of last year, social contributions revenues were adversely affected by the change in the calculation basis of social security contribution (CAS) and health insurance contribution (CASS) due by part-time employees and the extension from March 15th to May 25th of the submission deadline of the Single Fiscal form for individuals with independent activities. 

[image: ]
Source: MoPF, NIS, own calculations
Fig.2 Social contribution revenue
Corporate income tax revenues amounted to RON 2.86 billion in 2020 Q1, down by 32% (RON -1.35 billion) compared to 2019 Q1, mainly due to tax deferral (GEO no. 29/2020). The structure of CIT revenues underlines a 26.9% reduction of CIT due by companies and a 76.2% reduction of CIT due by commercial banks.  
VAT receipts totalled RON 12.29 billion in 2020 Q1, down by 19.4% compared to 2019 Q1, mainly due to significantly lower VAT revenues in March (-82.5%). Although the dynamics of the relevant macroeconomic base (the turnover in trade, services and industry) grew by 12.2%, the net VAT receipts (gross receipts minus reimbursement) have been influenced by higher VAT reimbursement (RON +3.2 billion compared to 2019 Q1)[footnoteRef:3] and by the fiscal measures adopted as a consequence of the state of emergency.  [3:  In March, VAT reimbursement amounted to RON 3.94 billion (RON 7.15 billion in 2020 Q1 compared to RON 3.98 billion in 2019 Q1) with the aim to support the liquidity of private companies during the state of emergency. ] 



[image: ]
Source: MoPF, NIS, own calculations
Fig.3 VAT revenue

Excise duties receipts amounted to RON 7.42 billion in 2020 Q1, up by 8.67% compared to 2019 Q1. 
Excise revenue from energy products expanded by 2.2% in 2020 Q1 despite the reduction in excise level on fuel applied since the beginning of the year (by 13% for gasoline and 14.3% for diesel). Excise revenue from tobacco products grew by 15.3% (yoy), supported by a 4.2% hike in the excise level for cigarettes. As expected in the context of the state of emergency, in March, one notes a decline of excise revenue from energy products (-10.9% yoy). Contrariwise, revenues from tobacco products expanded significantly in March (+25.2%, yoy).  
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Source: MoPF, NIS, own calculations
Fig.4 Excise duties revenue
Revenue from taxes on use of goods totalled RON 1.68 billion in 2020 Q1 (+28,18% yoy), mainly as a result of revenue collected from broadcast licenses renewal (GD no. 226/2020). 
Non-tax revenue amounted to RON 5.50 billion in 2020 Q1, up by 12,86% compared to the corresponding quarter of 2019. Nevertheless, the positive dynamics of non-tax revenues was tamed by lower revenues in March for certain categories[footnoteRef:4].  [4:  GEO no. 34/2020 states that the validity of documents issued by public authorities which expire during the state of emergency is maintained. This measure generates a reduction for a range of revenues from different public services, fees for issuing documents, etc. ] 

EU Refunds and donations totalled RON 3.9 billion in 2020 Q1, up by 2.2% compared to the first quarter of last year. 


II. GENERAL GOVERNMENT EXPENDITURE 
General government expenditure totalled RON 90.30 billion (8.3% of GDP) in 2020 Q1, advancing by 12.7% compared to 2019 Q1. As a percentage of GDP, total expenditure increased by 0.8 pp, from 7.6% to 8.3%. 
Compensation of employees amounted to RON 26.22 billion in 2020 Q1, up by 9.4% compared to the similar quarter of last year, mainly due to public wage hikes (as of Jan 1st , 2019 and Jan 1st , 2020) and introduction of meal allowance to all public sector employees (Law no. 153/2017). As a percentage of GDP, compensation of employees reached 2.4%, reflecting a marginal increase (+0.1 pp). 
Goods and services expenditure totalled RON 12.19 billion, advancing by 17.4% compared to the first quarter of 2019. A larger increase was recorded at the local level, as well as for some public institutions entirely or partially self-financed, mainly due to additional payments needed to limit the spread of the Covid-19. 
Furthermore, compared to the similar period of last year, a 14% increase was recorded at the level of the Unique National Fund of Health Insurances due to higher payment for drugs and outpatient medical services reimbursements. 
Social assistance expenditure reached RON 32.77 billion in 2020 Q1, advancing by 17.0% compared to 2019 Q1. This dynamics is mainly explained by the increase of the pension point by 15% as of September 1st, 2019 (from RON 1,100 to RON 1,265); the increase of the social allowance for pensioners by 10%; of child allowance as of May 1st, 2019, as well as indexing child allowance with the 2019 inflation rate, as of January 1st, 2020. Furthermore, sick leave reimbursements were double compared to 2019 Q1 (RON 401.7 million in March). 



Subsidies reached RON 2.62 billion in 2020 Q1, more than 1.6 times higher than in 2019 Q1, largely reflecting subsidies in the agricultural sector during Jan and Feb and payments in advance for the transitional national aid in the vegetal and zootechnic sector.
Other expenditure amounted to RON 1.34 billion (this category includes mainly payment titles issued by the National Authority for Properties Restitution, scholarships for students and payments related to court decisions). 
Expenditure for projects financed from non-reimbursable external funds (including EU subsidies for agriculture) reached RON 4.55 billion, 8.1% above the level recorded in 2019 Q1. 
Investment, which includes capital expenditure and spending related to development programs financed from domestic and external sources, totalled RON 5.85 billion, 20.4% higher than in 2019 Q1, reflecting increases at both central and local level, financed from both domestic and non-reimbursable external funds. Additionally, in March, RON 154.7 million were paid from the budget of the Ministry of Internal Affairs for emergency medical products (including thermal scanners) to limit the spread of the Coronavirus.
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Source: MoPF
Fig. 5 Public investment structure
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Annex No.1

GDP 2020 1,082,140.0

-million lei -

State Budget  Local Units 

Budget 

Social 

securities 

budget 

 Unemployment 

budget

Health 

social 

securities 

national 

fund

 External 

loans to 

ministries

Budget of 

self 

financed 

public 

institutions 

UE funds  State 

treasury 

budget 

National 

Company for 

Road 

Infrastructure 

Administration

Total Transfers 

between 

budgets (to 

be 

eliminated)

General 

Consolidate

d budget 

total

 Financial 

transactions

General 

consolidated 

budget

TOTAL REVENUES   

28,420.0 21,284.4 19,267.0 828.5 9,784.2 7,728.4 61.5 62.4 698.5 88,135.0 -15,895.6 72,239.5 -0.6 72,238.9 6.7

Current revenues 25,568.5 17,415.9 16,548.7 599.6 8,907.2 3,088.8

62.4 364.4

72,555.5 -4,395.1 68,160.4 68,160.4 6.3

    Tax revenues     20,953.9 13,150.8 1,092.8 143.3 35,340.8 35,340.8 35,340.8 3.3

Profit tax, tax on salaries, income tax 

and capital gains 

3,458.2 6,324.9 9,783.1 9,783.1 9,783.1 0.9

Corporate income tax 2,854.1 5.7 2,859.8 2,859.8 2,859.8 0.3

           Tax on salaries and tax on income -325.3 6,316.0 5,990.7 5,990.7 5,990.7 0.6

Other income taxes, profit taxes and 

capital gains 

929.4 3.2 932.6 932.6 932.6 0.1

Property taxes 0.2 2,090.2 2,090.4 2,090.4 2,090.4 0.2

Taxes on goods and services   17,173.9 4,666.1 1,092.8 -31.5 22,901.3 22,901.3 22,901.3 2.1

 VAT 8,367.8 3,925.0 12,292.7 12,292.7 12,292.7 1.1

Excises 7,422.9 7,422.9 7,422.9 7,422.9 0.7

 Other taxes on goods and services 

383.4 21.1 1,092.8

1,497.3 1,497.3 1,497.3 0.1

Taxes on use of goods, and 

permission to use goods, or perform 

activities  

999.8 720.0 -31.5

1,688.4 1,688.4 1,688.4 0.2

External trade tax (customs taxes)

264.5

264.5 264.5 264.5 0.0

Other taxes

57.2 69.6 174.8

301.5 301.5 301.5 0.0

Social securities contributions

2,406.6 16,525.9 595.5 7,809.8 0.1

27,337.9 -22.9 27,315.0 27,315.0 2.5

Nontax revenues 

2,207.9 4,265.1 22.8 4.1 4.6 2,945.4 62.4 364.4 9,876.7 -4,372.2 5,504.5 5,504.5 0.5

Subsidies 3,136.2 2,718.3 877.0 4,427.7 7.1 334.1 11,500.5

-11,500.5

Capital revenues 138.8 62.8 43.4 245.0 245.0 245.0 0.0

Grants 0.0 0.0 0.0 0.0 0.0

EU Funds  0.3 8.9 0.2 9.4 9.4 9.4 0.0

Financial operations 0.6 0.6 0.6 -0.6

Nondistributed amounts  -67.0 0.0

-67.0 -67.0 -67.0 0.0

Other amounts received from the EU

-24.7 -3.1 6.0

-21.8 -21.8 -21.8 0.0

Amounts received from the EU in account 

of payments made for 2014-2020 financial 

framework

2,803.9 672.3 222.9 159.5 54.3 3,912.9 3,912.9 3,912.9 0.4

GENERAL CONSOLIDATED BUDGET

01.01-31.03.2020



Amounts

% of 

GDP


image7.emf
TOTAL EXPENDITURES

48,355.6 18,280.4 20,821.5 505.3 11,545.5 6,684.2 55.5 29.3

687.7 106,965.0

-15,895.6 91,069.5 -766.4 90,303.0 8.3

Current expenditures 47,715.8 15,889.1 20,824.5 509.9 11,551.4 6,623.8 55.5 29.3 411.9 103,611.2 -15,848.1 87,763.1 87,763.1 8.1

 Personnel expenditures 13,404.3 8,162.6 86.8 34.5 76.3 4,318.8 138.5 26,221.8 26,221.8 26,221.8 2.4

Goods and services 1,641.0 4,597.5 130.7 7.4 8,252.0 1,549.5 3.3 265.0 16,446.3

-4,255.4

12,191.0 12,191.0 1.1

 Interest  3,363.2 132.5 2.7 0.2 1.2 0.0 25.9 8.3 3,534.0

-16.3

3,517.7 3,517.7 0.3

 Subsidies 1,962.2 657.4 1.0 0.6 2,621.2 2,621.2 2,621.2 0.2

 Transfers - Total  27,260.7 2,339.2 20,604.3 466.9 3,221.9 749.6 55.5 54,698.1 -11,566.4 43,131.7 43,131.7 4.0

Transfers between government units

8,357.4 42.0 0.0 28.8 2,497.6 31.6 10,957.4 -10,641.2 316.3 316.3 0.0

Other transfers 4,017.7 146.6 0.0 24.7 0.1 4,189.1 -35.9 4,153.2 4,153.2 0.4

Projects financed from non-

reimbursable external funds 

15.7 8.4 9.2 0.2 33.4 -5.5 27.9 27.9 0.0

Social assistance

10,333.7 921.2 20,603.9 174.9 724.1 16.1

32,773.9 32,773.9 32,773.9 3.0

Projects financed from non-

reimbursable external funds 2014-2020

3,597.8 862.0 261.5 432.8 55.2

5,209.4 -688.8 4,520.6 4,520.6 0.4

Other expenditures  938.4 359.0 0.5 1.5 0.3 235.2 1,534.9 -195.0 1,339.9 1,339.9 0.1

Expenditures financed from 

reimbursable external funds

84.4 5.4

89.7 -10.0 79.7 79.7 0.0

     Capital expenditures 736.3 2,277.1 0.5 0.0 78.8 240.3 3,333.0 -12.0 3,321.0 3,321.0 0.3

Non -financial assets 736.3 2,203.2 0.5 0.0 78.8 240.3 3,259.1

-12.0

3,247.2 3,247.2 0.3

Financial assets 73.8 73.8 73.8 73.8 0.0

Financial operations 338.6 427.4 0.3 35.5 801.9 -35.5 766.4 -766.4

 Loans

 Loans reimbursements 338.63 427.45 0.35 35.51 801.9

-35.5

766.4 -766.4

Payments from previous years  -435.1 -313.2 -3.4 -4.7 -5.9 -18.7 0.0

-781.0 -781.0 -781.0 -0.1

SURPLUS (+)/DEFICIT(-) -19,935.6 3,004.0 -1,554.5 323.2 -1,761.3 1,044.2 6.0 33.2 10.8 -18,830.0 0.0 -18,830.0 765.9 -18,064.2 -1.67
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Annex No.2

mill.lei

% of 

GDP

% from 

total

mill.lei

% of GDP

% from 

total

mill.lei

(%)         

GDP 1,059,803.2 1,082,140.0

TOTAL REVENUES 74,682.4 7.0 100.0 72,238.9 6.7 100.0 -2,443.5 -3.3%

Current revenues 70,776.5 6.7 94.8 68,160.4 6.3 94.4 -2,616.1 -3.7%

    Tax revenues     39,112.2 3.7 52.4 35,340.8 3.3 48.9 -3,771.4 -9.6%

Profit tax, tax on salaries, income tax and 

capital gains 

10,629.9 1.0 14.2 9,783.1 0.9 13.5 -846.8 -8.0%

Corporate income tax

4,211.0 0.4 5.6 2,859.8 0.3 4.0 -1,351.3 -32.1%

           Tax on salaries and tax on income

5,522.9 0.5 7.4 5,990.7 0.6 8.3 467.8 8.5%

Other income taxes, profit taxes and capital 

gains 

895.9 0.1 1.2 932.6 0.1 1.3 36.7 4.1%

Property taxes

3,299.1 0.3 4.4 2,090.4 0.2 2.9 -1,208.7 -36.6%

Taxes on goods and services   24,621.4 2.3 33.0 22,901.3 2.1 31.7 -1,720.1 -7.0%

 VAT

15,251.4 1.4 20.4 12,292.7 1.1 17.0 -2,958.7 -19.4%

Excises

6,830.8 0.6 9.1 7,422.9 0.7 10.3 592.1 8.7%

 Other taxes on goods and services  1,222.0 0.1 1.6 1,497.3 0.1 2.1 275.3 22.5%

Taxes on use of goods, and permission to use 

goods, or perform activities  

1,317.2 0.1 1.8 1,688.4 0.2 2.3 371.2 28.2%

External trade tax (customs taxes) 295.9 0.0 0.4 264.5 0.0 0.4 -31.4 -10.6%

Other taxes 266.0 0.0 0.4 301.5 0.0 0.4 35.6 13.4%

  Social securities contributions 26,787.1 2.5 35.9 27,315.0 2.5 37.8 527.9 2.0%

  Nontax revenues  4,877.1 0.5 6.5 5,504.5 0.5 7.6 627.4 12.9%

Capital revenues

221.1 0.0 0.3 245.0 0.0 0.3 23.9 10.8%

Grants

1.0 0.0 0.0 0.0 0.0 0.0 -0.9 -95.7%

EU Funds 

34.2 0.0 0.0 9.4 0.0 0.0 -24.8 -72.5%

Financial operations

Nondistributed amounts  -132.7 0.0 -0.2 -67.0 0.0 -0.1 65.7

-49.5%

Other amounts received from the EU 

30.9 0.0 0.0 -21.8 0.0 0.0 -52.7 -170.8%

Amounts received from the EU in account of 

payments made for 2014-2020 financial 

framework

3,751.4 0.4 5.0 3,912.9 0.4 5.4 161.5 4.3%

TOTAL EXPENDITURES 80,160.2 7.6 100.0 90,303.0 8.3 100.0 10,142.9 12.7%

Current expenditures

77,186.8 7.3 96.3 87,763.1 8.1 97.2 10,576.3 13.7%

 Personnel expenditures 23,961.8 2.3 29.9 26,221.8 2.4 29.0 2,260.0 9.4%

Goods and services 10,385.4 1.0 13.0 12,191.0 1.1 13.5 1,805.6 17.4%

 Interest  3,134.7 0.3 3.9 3,517.7 0.3 3.9 383.0 12.2%

 Subsidies 1,648.4 0.2 2.1 2,621.2 0.2 2.9 972.8 59.0%

 Transfers - Total  38,021.0 3.6 47.4 43,131.7 4.0 47.8 5,110.7 13.4%

Transfers between government units

324.3 0.0 0.4 316.3 0.0 0.4 -8.1 -2.5%

Other transfers

4,506.6

0.4 5.6 4,153.2 0.4 4.6 -353.4 -7.8%

Projects financed from non-reimbursable 

external funds 

56.5 0.0 0.1 27.9 0.0 0.0 -28.7 -50.7%

Social assistance

28,015.0

2.6 34.9 32,773.9 3.0 36.3 4,758.9 17.0%

Projects financed from non-reimbursable 

external funds 2014-2020

4,152.7 0.4 5.2 4,520.6 0.4 5.0 367.9 8.9%

Other expenditures 

965.7 0.1 1.2 1,339.9 0.1 1.5 374.1 38.7%

Expenditures financed from reimbursable 

external funds 35.5 0.0 0.0 79.7 0.0 0.1 44.2 124.4%

     Capital expenditures

3,267.8

0.3 4.1 3,321.0 0.3 3.7 53.2 1.6%

Financial operations

Payments from previous years  -294.5 0.0 -0.4 -781.0 -0.1 -0.9 -486.5 165.2%

SURPLUS (+)/DEFICIT(-)

-5,477.8 -0.52 -18,064.2 -1.67 -12,586.4

EXECUTION OF GENERAL CONSOLIDATED BUDGET



 Outcome 1.01.-31.03.2019



Outcome 1.01.-31.03.2020



 Differences against

    2020  2019


image1.png
Yoy

60%

40%

20%

0%

-20%

-40%

-60%

AN

@"@’* & & @@"’e& 4’& &“-@“@“«”‘

s PIT (rhs)

Wage bill (1hs) ——PIT - labour income receipts (Ihs)

-

0

3
&




image2.png
Yoy

40%

30%

20%

10%

0%

-10%

-20%

-30%

-40%

0.8
0.6
0.4
0.2

0 o
4
-0.2
g
04
0.6

ian. 19 feb. 19 mar. 19 apr. 19 mai 19 iun. 19 iul. 19 aug. 19sept. 19 oct. 19 nov. 19 dec. 19 ian. 20 feb. 20 mar. 20

=3

=)

mmm Transfer to 2nd pillar (ths) ~ ===Social contribution revenue (lhs)  emm=Wage bill (Ihs)




