Report on general government budget

                                                                                                               31 August 2020

General government budget recorded a deficit of RON 54.77 billion (5.18% of GDP) in the first eight months of 2020, out of which more than half is the result of the measures to combat the crisis caused by the COVID-19 epidemic.

Part of the deficit, namely RON 31.17 billion (2.95% of GDP) corresponds to fiscal facilities – amounts left in the economy to support private companies’ liquidity, and exceptional spending required to limit the spread of the virus (Annexes 1 and 2). 

A larger deficit compared to the similar period of last year is mainly explained, on the revenues side, by (i) the unfavourable total revenues’ dynamics during March - August due to the economic downturn, but also as a consequence of payment deferral during the state of emergency (RON 14.4 billion), (ii) higher VAT reimbursement to support private companies’ liquidity (RON +2.8 billion compared to the first eight months of 2019), (iii) discounts applied on CIT and on micro-enterprises’ revenues tax 

(RON 0.25 billion).

On the expenditure side, beside the increase resulted from applying the current legislation, investment rose by RON 5.1 billion compared to the first eight months of 2019, while exceptional Covid-19 related payments totalled RON ~8.62 billion.  

I. general government revenue

Total revenue amounted to RON 201.32 billion in the first eight months of 2020, down by 1.4% compared to the similar period of last year. As a percentage of GDP forecast, the total revenues decreased by 0.23 pp, mainly due to a contraction of net VAT receipts. 

Regarding the monthly evolution, the dynamics of total revenues returned in August in the positive territory (8.8% yoy), being determined by the advance of non-fiscal revenues and European funds. In addition, the increased volatility of monthly receipts, since March, is explained by the tax facilities granted in the current context.

Personal income tax revenue totalled RON 16.23 billion in the first eight months of 2020, advancing by 5.3% (yoy). Single Declaration related revenues (+29% compared to the first eight months of 2019) counted for the largest contribution to PIT dynamics. Furthermore, the PIT receipts’ evolution was backed by higher revenues from pensions (+42.3% yoy) and dividends (+10.8% yoy). 

While the wage bill expanded by 5.6% over Dec’19 – Jul’20 (yoy)
, the main component - labour income tax receipts
 increased only marginally in the first eight months of 2020 (+0,6%, yoy) due to payment deferral
. However, PIT revenues showed a recovery in August (+ 1.2% yoy), converging towards the evolution of the relevant macroeconomic base (Fig 1).
[image: image1.png]uoliiq NOd

© + ~ o

. 0z/6ne
. o/
o
[
N ov/e
. oc/ew
I 0z/99)
— e
1
I 61/r0u
I 61400
I 61/des
I 61/6ne
v
. 6/
- vew
I /e
. 6w
\ I 6/

61/uey

0%

60%
30%
-30%
-60%

AOA

PIT - labour income receipts (lhs)

Wage bill (Ihs)

mmm PIT (rhs)




Source: MoPF, NIS, own calculations

Fig.1 Personal Income Tax Revenue
Social contribution revenue totalled RON 73.71 billion in the first eight months of 2020, 
showing a marginal reduction compared to the level recorded in the same period of the last year (-0.3%). In August, unlike payroll tax receipts, social contributions receipts decreased by 2.5% (yoy), while the wage bill increased by 5.4%
 (Fig. 2).
Social contribution revenues were adversely affected by (i) payment deferral, (ii) the change in the calculation basis of social security contribution (CAS) and health insurance contribution (CASS) due by part-time employees, and (iii) the exemption from work insurance contribution (CAM) payment for temporary laid-off employees
. 
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Source: MoPF, NIS, own calculations

Fig.2 Social contribution revenue
Corporate income tax revenue amounted to RON 10.52 billion in the first eight months of 2020, down by 14.6% compared to the similar period of last year (the CIT revenue dynamics remained negative in August, but less pronounced: -6.7%). The structure of CIT revenues underlines a 10.3%
 reduction of CIT due by companies and a 51.8% reduction of CIT due by commercial banks.  

The unfavourable dynamics is explained by the contraction of the economic activity, payment deferral, as well as by discounts offered to CIT taxpayers
: 5% for large taxpayers and 10% for small and medium taxpayers (GEO no. 33/2020, total impact of RON 0.5 billion).
Other taxes on income, profit and capital gains from legal persons amounted to RON 2.19 billion in the first eight months of the year, declining by 17.1% (yoy). Likewise, this evolution is explained by the payment deferral for micro-enterprises revenues, and a 10% discount offered to those who paid the tax owed (GEO no. 33/2020).  

VAT receipts
 amounted to RON 35.12 billion in the first eight months of 2020, declining by 14.9% compared to the similar period of last year. Given the economic rebound in some sectors, the unfavourable dynamics of gross VAT revenues was less pronounced in August    (-5.3%), in line with the relevant macroeconomic base (Fig. 3).

Over the first eight months of the year, the VAT revenues dynamics were negatively influenced by: (i) higher VAT reimbursement by 22.1% (yoy) (+2,78 billion) in order to provide additional liquidity to private companies during the economic downturn, (ii) tax deferral, and (iii) unfavourable evolution of the economic activity since March (mainly industry, households services, and trade of vehicles). 
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Source: MoPF, NIS, own calculations

Fig.3 VAT revenue
Excise duties receipts totalled RON 19.3 billion in the first eight months of 2020, decreasing by 3.2% compared to the similar period of last year.  
The unfavourable dynamics is explained by a 15.8% contraction of excise revenue from energy products
 over Jan-Aug 2020, mainly due to a decline of fuel consumption since March amid the current economic crisis. Conversely, excise revenue from tobacco products grew by 13.9% (yoy), backed also by a 4.2% hike in the excise level for cigarettes. 

[image: image4.png]ian/19
feb/19
mar/19
apr/19
mai/19
iun/19
/19
aug/19
sept/19
oct/19

mmm Excise duties revenue (energy products)
mmm Excise duties revenue (other categ.)

nov/19

230

150 &

70

dec/19
ian/20
feb/20
mar/20
apr/20
maif20
iun/20
iul/20

aug/20

= Excise duties revenue (tobacco products)
= Retail of automative fuel = 100 (rhs)




Source: MoPF, NIS, own calculations

Fig.4 Excise duties revenue
Revenue from taxes on use of goods totalled RON 2.58 billion in the first eight months of 2020. Although it recorded a significant increase compared to the corresponding period of last year, this evolution is mainly explained by a negative base effect – in 2019 there were refunded environmental car stamp duties collected over the previous years. In addition, the positive dynamics was also backed by ANCOM’s
 revenues collected for broadcast licenses renewal. 

Conversely, revenues from gambling taxes declined by 21.1% (yoy) due to payment exemption for gambling authorizations during the state of emergency (GEO no. 48/2020) and tax deferral. 

Non-tax revenues amounted to RON 18.28 billion in the first eight months of 2020, declining by 2.4% compared to the similar period of last year. The unfavourable dynamics is largely explained by lower revenues from dividends (RON -1.78 billion) 

EU refunds and donations totalled RON 13.32 billion in the first eight months of 2020, advancing by 35.4% (yoy). The amount also includes RON 1.2 billion paid as temporary unemployment benefits, representing non-reimbursable EU funds. 

II. GENERAL GOVERNMENT EXPENDITURE 

General government expenditure totalled RON 256.09 billion in the first eight months of 2020, advancing by 13.3% compared to the corresponding period of the previous year. As a percentage of GDP forecast, total expenditure increased by 2.9 pp, from 21.3% in 2019 to 24.2% in 2020. This increase is also explained by the measures adopted to limit the spread of the virus, and on the other hand, by discretionary measures adopted to mitigate the negative impact on the economic activity. 

Thus, RON 3.98 billion were paid in the first eight months of 2020 for technical unemployment benefits, RON 813.1 million for other categories of professionals and for those with an individual employment agreement that were forced to stop their activity in the context of the state of emergency, RON 639.6 million representing amounts granted to employers for the settlement of a part of the gross wage of employees retained at work (41.5%), and RON 81.0 million for allowances to parents in order to supervise their children during the temporary closure of educational institutions.

Compensation of employees totalled RON 72.07 billion, up by 6% compared to the same period of last year, reflecting public wage hikes and introduction of meal allowance to all public employees as of January 1st, 2019 (Law no. 153/2017), but also by another round of public wages hikes as of January 1st, 2020. As a percentage of GDP forecast, compensation of employees amounted to 6.8%, increasing only marginally compared to the first eight months of 2019 (+0.4pp). In addition, RON 236.2 million were paid to award bonuses to the medical staff treating Covid-19 patients. 
Goods and services expenditure amounted to RON 34.39 billion, advancing by 12.7% compared to the first eight months of 2019, mainly due to additional payments for drugs, sanitary materials and other products needed to test and treat patients infected with Coronavirus. 

Furthermore, compared to the similar period of last year, a 9.3% increase was recorded at the level of the Unique National Fund of Health Insurances due to higher payments for drugs and outpatient medical services reimbursements. 

Social assistance expenditure reached RON 91.14 billion, advancing by 22% compared to the similar period of last year. This evolution is mainly explained by a 15% increase of the pension point as of September 1st, 2019 (from RON 1,100 to RON 1,265); a 10% increase of the social allowance for pensioners; an increase of child allowance as of May 1st, 2019, as well as indexing child allowance to 2019 inflation rate as of January 1st, 2020. 

At the same time, since April, additional payments have been made to offset the negative impact of the Coronavirus outbreak: temporary unemployment benefits (RON 3.98 billion),  unemployment benefits for other categories of professionals and for those with an individual employment agreement that were forced to stop their activity due to the pandemic (RON 813.1 million), as well as amounts granted to employers for the settlement of a part of the gross wage of employees retained at work (41.5%), amounting to RON 639.6 million. Furthermore, the sick leave reimbursements continue to be repaid at an accelerated pace in order to reduce the stock of outstanding payments (RON 2.48 billion over the first eight months of 2020, up by 61.1% yoy). 

Subsidies reached RON 4.94 billion, the largest part being allocated to the agricultural and transportation sectors, i.e. subsidies to support agricultural producers, passengers’ transportation, and for price - tariff differences. 

Other expenditure amounted to RON 4.1 billion, representing mainly amounts related to payment titles issued by the National Authority for Properties Restitution, scholarships for students and payments related to court decisions, as well as allowances paid to parents in order to supervise their children during the temporary closure of educational institutions (RON 81.0 million).

Expenditure for projects financed from non-reimbursable external funds (including EU subsidies for agriculture) totalled RON 13.9 billion in the first eight months of 2020, up by 21.5% yoy. 
Investment, which includes capital expenditure and spending related to development programs financed from domestic and external sources, amounted to RON 24.1 billion in the first eight months of 2020, up by 26.9% compared to the similar period of last year, reflecting increases at both central and local budgets, financed from both domestic and non-reimbursable external funds.

Furthermore, RON 312.6 million were paid from the budget of the Ministry of Internal Affair for the purchase of emergency medical products, including thermal scanners, in order to limit the spread of the Coronavirus. 
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Source: MoPF

Fig. 5 Public investment structure
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GDP 2020 1.057.970,0

-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 

Consolidated 

budget total

 Financial 

transactions

General 

consolidate

d budget

TOTAL REVENUES   

85.233,7 57.639,4 54.289,5 3.344,7 28.470,8 20.875,6 245,3 169,8 3.121,8 253.390,6 -50.838,9 202.551,8 -1.234,8 201.316,9 19,0

Current revenues 76.026,3 43.894,3 44.725,3 1.580,2 23.872,7 7.432,8

169,8 997,2

198.698,7 -11.146,2 187.552,5 187.552,5 17,7

    Tax revenues     59.073,0 33.211,3 2.788,8 495,2 95.568,2 95.568,2 95.568,2 9,0

Profit tax, tax on salaries, income tax 

and capital gains 

12.498,9 16.448,5 28.947,4 28.947,4 28.947,4 2,7

Corporate income tax 10.506,7 12,7 10.519,5 10.519,5 10.519,5 1,0

           Tax on salaries and tax on income -196,7 16.429,8 16.233,0 16.233,0 16.233,0 1,5

Other income taxes, profit taxes and 

capital gains 

2.188,9 6,1 2.194,9 2.194,9 2.194,9 0,2

Property taxes 203,0 4.461,2 4.664,2 4.664,2 4.664,2 0,4

Taxes on goods and services   45.562,6 12.150,7 2.788,8 89,4 60.591,4 60.591,4 60.591,4 5,7

 VAT 24.354,3 10.770,3 35.124,6 35.124,6 35.124,6 3,3

Excises 19.298,6 19.298,6 19.298,6 19.298,6 1,8

 Other taxes on goods and services 

767,5 33,9 2.788,8

3.590,1 3.590,1 3.590,1 0,3

Taxes on use of goods, and permission 

to use goods, or perform activities  

1.142,2 1.346,5 89,4

2.578,1 2.578,1 2.578,1 0,2

External trade tax (customs taxes)

739,9

739,9 739,9 739,9 0,1

Other taxes

68,6 150,9 405,8

625,3 625,3 625,3 0,1

Social securities contributions

6.496,5 44.648,0 1.566,4 21.068,3 0,2

73.779,4 -74,3 73.705,1 73.705,1 7,0

Nontax revenues 

10.456,8 10.683,0 77,3 13,8 15,7 6.937,5 169,8 997,2 29.351,1 -11.071,9 18.279,2 18.279,2 1,7

Subsidies 10.562,8 9.564,0 9,2 4.597,9 12.818,5 15,8 2.124,6 39.692,7

-39.692,7

Capital revenues 153,5 168,6 108,3 430,3 430,3 430,3 0,0

Grants 0,2 0,3 0,5 0,5 0,5 0,0

EU Funds  6,3 13,4 0,2 19,9 19,9 19,9 0,0

Financial operations 1.234,8 1.234,8 1.234,8 -1.234,8

Nondistributed amounts  17,7 0,0

17,7 17,7 17,7 0,0

Other amounts received from the EU 

-1,1 17,1 1.219,6 0,4

1.236,0 1.236,0 1.236,0 0,1

Amounts received from the EU in account 

of payments made for 2014-2020 financial 

framework

7.802,2 2.990,1 0,1 535,8 0,2 502,3 229,3 12.060,1 12.060,1 12.060,1 1,1

GENERAL CONSOLIDATED BUDGET

01.01-31.08.2020



Amounts

% of 

GDP
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GDP 2020 1.057.970,0

-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 

Consolidated 

budget total

 Financial 

transactions

General 

consolidate

d budget

TOTAL EXPENDITURES

139.935,7 56.722,6 53.757,3 6.049,6 30.456,5 19.233,3 232,8 112,4

3.177,5 309.677,7 -50.838,9 258.838,8 -2.752,3 256.086,5 24,2

Current expenditures 137.163,3 46.101,3 53.760,3 6.058,4 30.469,5 18.640,6 232,8 112,4 1.434,3 293.972,8 -50.776,2 243.196,6 -0,8 243.195,8 23,0

 Personnel expenditures 36.765,2 22.456,1 239,2 97,0 203,4 11.921,6 386,0 72.068,5 72.068,5 72.068,5 6,8

Goods and services 5.378,9 13.484,6 350,1 20,4 20.602,8 4.120,5 9,2 1.037,6 45.004,0 -10.609,9 34.394,1 34.394,1 3,3

 Interest  10.503,6 438,6 8,7 0,4 8,1 0,1 103,1 10,7 11.073,4 -37,9 11.035,5 11.035,5 1,0

 Subsidies 3.238,4 1.641,1 3,3 58,2 4.941,0 4.941,0 -0,8 4.940,2 0,5

 Transfers - Total  80.972,2 8.080,9 53.162,3 5.937,2 9.655,2 2.491,9 232,8 0,1 160.532,5 -40.082,7 120.449,8 120.449,8 11,4

Transfers between government units

29.379,1 123,7 0,0 87,6 7.171,2 91,6

36.853,3 -36.257,1 596,2 596,2 0,1

Other transfers 10.029,8 561,0 0,0 357,6 0,3 10.948,8 -204,1 10.744,7 10.744,7 1,0

Projects financed from non-

reimbursable external funds 

332,3 46,2 14,0 0,2

392,7 -124,5 268,2 268,2 0,0

Social assistance

27.859,6 2.439,9 53.160,6 5.137,0 2.482,9 55,3

91.135,3 91.135,3 91.135,3 8,6

Projects financed from non-

reimbursable external funds 2014-2020

10.615,8 3.778,1 0,3 628,4 0,4 1.328,4 232,3

16.583,6 -2.977,1 13.606,6 13.606,6 1,3

Other expenditures  2.755,7 1.131,9 1,4 84,1 0,7 645,0 0,1 4.618,8 -520,0 4.098,8 4.098,8 0,4

Expenditures financed from 

reimbursable external funds

305,0 48,4

353,4 -45,7 307,7 307,7 0,0

     Capital expenditures 2.404,4 9.532,5 2,3 0,6 0,7 648,7 1.688,8 14.277,9 -8,2 14.269,7 14.269,7 1,3

Non -financial assets 2.404,4 9.303,4 2,3 0,6 0,7 648,7 1.688,8 14.048,8

-8,2

14.040,6 14.040,6 1,3

Financial assets 229,1 229,1 229,1 229,1 0,0

Financial operations 1.131,2 1.618,9 1,4 54,5 2.806,0 -54,5 2.751,5 -2.751,5

 Loans

 Loans reimbursements 1.131,20 1.618,93 1,38 54,50 2.806,0

-54,5

2.751,5 -2.751,5

Payments from previous years  -763,2 -530,1 -5,3 -9,4 -13,6 -57,3 0,0

-1.379,0 -1.379,0 -1.379,0 -0,1

SURPLUS (+)/DEFICIT(-) -54.702,1 916,9 532,2 -2.704,8 -1.985,7 1.642,4 12,5 57,4 -55,8 -56.287,0 -56.287,0 1.517,5 -54.769,6 -5,18

GENERAL CONSOLIDATED BUDGET

01.01-31.08.2020



Amounts

% of 

GDP
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mill.lei

% of 

GDP

% from 

total

mill.lei

% of GDP

% from 

total

mill.lei

(%)         

GDP 1.059.803,2 1.057.970,0

TOTAL REVENUES 204.130,5 19,3 100,0 201.316,9 19,0 100,0 -2.813,6 -1,4%

Current revenues 193.903,0 18,3 95,0 187.552,5 17,7 93,2 -6.350,5 -3,3%

    Tax revenues     101.259,4 9,6 49,6 95.568,2 9,0 47,5 -5.691,2 -5,6%

Profit tax, tax on salaries , income tax and 

capital gains 

30.375,7 2,9 14,9 28.947,4 2,7 14,4 -1.428,3 -4,7%

Corporate income tax

12.314,9 1,2 6,0 10.519,5 1,0 5,2 -1.795,5 -14,6%

           Tax on salaries and tax on income

15.414,4 1,5 7,6 16.233,0 1,5 8,1 818,6 5,3%

Other income taxes, profit taxes and capital 

gains 

2.646,4 0,2 1,3 2.194,9 0,2 1,1 -451,5 -17,1%

Property taxes

4.778,1 0,5 2,3 4.664,2 0,4 2,3 -113,9 -2,4%

Taxes on goods and services   64.719,6 6,1 31,7 60.591,4 5,7 30,1 -4.128,2 -6,4%

 VAT

41.298,4 3,9 20,2 35.124,6 3,3 17,4 -6.173,8 -14,9%

Excises

19.936,3 1,9 9,8 19.298,6 1,8 9,6 -637,7 -3,2%

 Other taxes on goods and services  3.475,2 0,3 1,7 3.590,1 0,3 1,8 114,9 3,3%

Taxes on use of goods, and permission to use 

goods, or perform activities  

9,7 0,0 0,0 2.578,1 0,2 1,3 2.568,4 26415,3%

External trade tax (customs taxes) 792,9 0,1 0,4 739,9 0,1 0,4 -53,0 -6,7%

Other taxes 593,1 0,1 0,3 625,3 0,1 0,3 32,2 5,4%

  Social securities contributions 73.924,4 7,0 36,2 73.705,1 7,0 36,6 -219,3 -0,3%

  Nontax revenues  18.719,1 1,8 9,2 18.279,2 1,7 9,1 -439,9 -2,4%

Capital revenues

475,0 0,0 0,2 430,3 0,0 0,2 -44,6 -9,4%

Grants

13,1 0,0 0,0 0,5 0,0 0,0 -12,6 -96,1%

EU Funds 

105,4 0,0 0,1 19,9 0,0 0,0 -85,5 -81,1%

Financial operations

Nondistributed amounts  -81,8 0,0 0,0 17,7 0,0 0,0 99,5

-121,6%

Other amounts received from the EU 

145,3 0,0 0,1 1.236,0 0,1 0,6 1.090,7 750,7%

Amounts received from the EU in account of 

payments made for 2014-2020 financial framework

9.570,6 0,9 4,7 12.060,1 1,1 6,0 2.489,5 26,0%

TOTAL EXPENDITURES 226.054,3 21,3 100,0 256.086,5 24,2 100,0 30.032,2 13,3%

Current expenditures

214.833,5 20,3 95,0 243.195,8 23,0 95,0 28.362,3 13,2%

 Personnel expenditures 68.003,8 6,4 30,1 72.068,5 6,8 28,1 4.064,6 6,0%

Goods and services 30.520,1 2,9 13,5 34.394,1 3,3 13,4 3.874,0 12,7%

 Interest  8.987,0 0,8 4,0 11.035,5 1,0 4,3 2.048,5 22,8%

 Subsidies 4.967,4 0,5 2,2 4.940,2 0,5 1,9 -27,2 -0,5%

 Transfers - Total  102.148,9 9,6 45,2 120.449,8 11,4 47,0 18.300,9 17,9%

Transfers between government units

809,7 0,1 0,4 596,2 0,1 0,2 -213,5 -26,4%

Other transfers

10.884,3

1,0 4,8 10.744,7 1,0 4,2 -139,6 -1,3%

Projects financed from non-reimbursable 

external funds 

241,8 0,0 0,1 268,2 0,0 0,1 26,4 10,9%

Social assistance

74.724,2

7,1 33,1 91.135,3 8,6 35,6 16.411,1 22,0%

Expenditure financed from reimbursable external 

funds 2014-2020

11.173,2 1,1 4,9 13.606,6 1,3 5,3 2.433,4 21,8%

Other expenditures 

4.315,7 0,4 1,9 4.098,8 0,4 1,6 -216,8 -5,0%

Expenditures from EU fund

206,3 0,0 0,1 307,7 0,0 0,1 101,4 49,1%

     Capital expenditures

12.119,7

1,1 5,4 14.269,7 1,3 5,6 2.149,9 17,7%

Financial operations

Payments from previous years  -899,0 -0,1 -0,4 -1.379,0 -0,1 -0,5 -480,0 53,4%

SURPLUS (+)/DEFICIT(-)

-21.923,8 -2,07 -54.769,6 -5,18 -32.845,8

EXECUTION OF GENERAL CONSOLIDATED BUDGET



 Outcome 1.01.-31.08.2019



Outcome 1.01.-31.08.2020



 Differences

    2020 vs. 2019


� Increase in average gross earnings in the economy by 6.2% and decrease in the number of employees by 0.6%.


� Labour income tax receipts accounts for ~80% of total PIT revenues.  


� GEO no. 29/2020 until June 15, 2010, with the extension of the period until June 25, 2020 (GEO no. 90/2020), and subsequently until October 25, 2020 (GEO no. 99/2020).


� July 2020 compared to July 2019.


� GEO no. 30/2020, modified through GEO no. 32/2020


� With a share of ~95% of total CIT receipts.


� GEO no. 29/2020 until June 15, 2010, with the extension of the period until June 25, 2020 (GEO no. 90/2020), and subsequently until October 25, 2020 (GEO no. 99/2020);





� Net VAT receipts = gross VAT receipts – VAT reimbursement 


� They have the largest share of total excise duties (approximately 57%).





� GD no. 226/2020 regarding the establishment of fees due for the extension of radio frequencies licenses, and payment conditions.
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