REPORT ON GENERAL GOVERNMENT BUDGET
MAY 2020


General government budget recorded a deficit of RON 38.84 billion (3.59% of GDP) in the first five months of 2020, almost half of this amount corresponding to uncollected taxes (amounts left to private companies to support their liquidity) and exceptional expenses to combat the pandemic (Annexes 1 and 2).  
Compared to the similar period of last year, the larger deficit is mainly explained by the unfavourable total revenues’ dynamics in March – May as a consequence of payment deferral during the state of emergency (RON 11.7 billion)[footnoteRef:1], higher VAT reimbursement (RON +2.26 billion) to support private companies’ liquidity, and discounts offered to CIT taxpayers and for taxes on micro-enterprises’ revenues (RON 0.25 billion). Furthermore, on the expenditure side, beside the increase in expenditure as a result of applying current legislation, investment increased by RON 3.43 billion, while exceptional payments related to Covid-19 pandemic totalled RON ~3.83 billion.     [1:  Fiscal facility granted through GEO no. 29/2020 regarding certain economic and fiscal measures to support private companies.] 


I. GENERAL GOVERNMENT REVENUE

Total revenue amounted to RON 119.59 billion in the first five months of the year, down by 3.4% compared to the corresponding period of last year, mainly due to fiscal facilities adopted to support the economic activity in the context of the Coronavirus pandemic (in particular payment deferral and discounts offered to CIT taxpayers). Also, the contraction of revenues in May (-12% yoy) is explained by the unfavourable evolution of the economic activity in April since the state of emergency restrictions were applied all month long. 

Personal income tax receipts totalled RON 9.57 billion in the first five months of the year, advancing by 4% (yoy). This evolution was backed by higher revenues from pensions (+40.8% yoy) and dividends (+23.4% yoy). 
While the wage bill expanded by 7.3% over Dec’19 – Apr’20, the labour income tax receipts increased only marginally in the first five months of the year due to tax deferral (+0.7% yoy). 
[image: ]
Source: MoPF, NIS, own calculations
Fig.1 Personal Income Tax Revenue
Social contribution revenue totalled RON 44.65 billion in the first five months, down by 2.1% compared to the corresponding period of last year. Social contributions revenues were adversely affected by: (i) the change in the calculation basis of social security contribution (CAS) and health insurance contribution (CASS) due by part-time employees, (ii) the extension from March 15th to June 30th of the submission deadline of the Single Fiscal form for individuals with independent activities, (iii) exemption from work insurance contribution (CAM) payment during the state of emergency[footnoteRef:2], and (iv) payment deferral.  [2:  GEO no. 30/2020, amended by GEO no. 32/2020] 

  


[image: ]
Source: MoPF, NIS, own calculations

Fig.2 Social contribution revenue
Corporate income tax revenue amounted to RON 6.90 billion in the first five months of the year, down by 12.5% compared to the similar period of last year. The negative dynamics is mainly explained by payment deferral (GEO no. 29/2020), as well as discounts offered to CIT taxpayers who paid the tax owed: 5% for large taxpayers and 10% for small and medium taxpayers (GEO no. 33/2020, total impact of RON 0.22 billion).
Other taxes on income, profit and capital gains from juridical persons amounted to RON 1.49 billion in the first five months of the year, down by 3.4% (yoy), mainly reflecting payment deferral for micro-enterprises revenues taxpayers[footnoteRef:3] (GEO no. 29/2020), as well as 10% discounts offered to those who paid the tax owed (GEO no. 33/2020, total impact of RON 0.03 billion)  [3:  Taxes on micro-enterprises revenues represent ~99% of the category other taxes on income, profit and capital gains from juridical persons. ] 

VAT receipts amounted to RON 20.11 billion in the first five months of 2020, down by 18.9% compared to the similar period of last year. 

Over the first five months, the VAT revenues dynamics was negatively influenced by: (i) higher VAT reimbursement by 28.4% (yoy) in order to provide additional liquidity to private companies during the economic downturn, (ii) tax deferral, (iii) unfavourable evolution of economic activity since March, in particular services, manufacturing and retail.  
[image: ]
Source: MoPF, NIS, own calculations
Fig.3 VAT revenue

Excise duties receipts totalled RON 11.67 billion in the first five months of 2020, decreasing marginally compared to the similar period of last year (-0.1%, yoy). 
Over the first five months, excise revenue from energy products decreased by 15.4% (yoy) mainly due to fuel consumption decline since March, when the state of emergency was established. On the other hand, excise revenue from tobacco products grew by 18.6% (yoy), backed by a 4.2% hike in the excise level for cigarettes. 





[image: ]
Source: MoPF, NIS, own calculations
Fig.4 Excise duties revenue
Revenue from taxes on use of goods totalled RON 2.16 billion in the first five months of the year, advancing by 137.2% (yoy). The positive dynamics is mainly explained by the revenue collected from broadcast licenses renewal (GD no. 226/2020). Conversely, revenues from gambling taxes declined by 56.5% (yoy) due to payment deferral (GEO no. 29/2020), suspension of payment obligations for traditional gambling licenses, and exemption from payment of gambling authorizations during the state of emergency (GEO no. 48/2020). 
Non-tax revenues amounted to RON 9.04 billion in the first five months of 2020, up by 3.1% compared to the similar period of last year. 
EU refunds and donations totalled RON 7.58 billion in the first five months, advancing by 24.8% (yoy). 






II. GENERAL GOVERNMENT EXPENDITURE 

General government expenditure totalled RON 158.43 billion in the first five months of the year, advancing by 14.4% compared to the corresponding period of the previous year. As a percentage of GDP, total expenditure increased by 1.57 percentage points, from 13.07% in 2019 to 14.64% 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 in order to mitigate the negative impact on the economic activity. 
Moreover, RON 2.29 billion were paid in the first five months for technical unemployment benefits, RON 440.1 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, and RON 9.0 million for allowances to parents in order to supervise their children when educational institutions were temporary closed.

Compensation of employees  totalled RON 43.99 billion, up by 5.2% 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, compensation of employees represented 4.1%, increasing only marginally (+0.12 percentage points) compared to the first five months of last year. In addition, RON 74.2 million were paid in May to award bonuses to the medical staff treating Covid-19 patients. 
Goods and services expenditure amounted to RON 21.10 billion, advancing by 16.2% compared to the similar period of last year (+ 15.6% yoy for local budgets level and + 15,7% for some public institutions entirely or partially self-financed), mainly due to additional payments for drugs, sanitary materials and other products needed to test and to treat the people infected with Coronavirus. 
Furthermore, compared to the similar period of last year, a 13.6% 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 56.83 billion, up by 21.9% compared to the similar period of last year. 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 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 2.29 billion) and 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 440.1 million). Furthermore, the sick leave reimbursements continue to be repaid at an accelerated pace (RON 637.6 million in May), in order to reduce the stock of outstanding payments. 
[bookmark: _GoBack]Subsidies reached RON 3.55 billion, the largest part being allocated to the agricultural sector, i.e. payments for the transitional national aid in the vegetal and zootechnical sector.
Other expenditure amounted to RON 2.51 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 when educational institutions were temporary closed (RON 9.0 million).
Expenditure for projects financed from non-reimbursable external funds (including EU subsidies for agriculture) reached RON 8.84 billion, up by 27.9% compared to the similar period of last year. 


Investment, which includes capital expenditure and spending related to development programs financed from domestic and external sources, amounted to RON 13.0 billion, registering the peak of the last 10 years (for the first five months period). Compared to the similar period of last year, investment grew by 35.8% (reflecting increases at both central and local level, financed from both domestic and non-reimbursable external funds).
Furthermore, RON 235.0 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. 
[image: ]
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   

49,625.7 33,987.6 33,790.3 1,340.4 15,787.4 12,789.9 108.8 89.8 1,539.5 149,059.4 -28,768.8 120,290.6 -700.6 119,590.0 11.1

Current revenues 43,489.2 26,942.2 26,998.5 973.3 14,858.9 4,711.5

89.8 602.7

118,665.9 -6,956.1 111,709.8 111,709.8 10.3

    Tax revenues     35,344.8 20,318.1 2,084.5 276.6 58,024.1 58,024.1 58,024.1 5.4

Profit tax, tax on salaries, income tax 

and capital gains 

8,010.7 9,947.5 17,958.2 17,958.2 17,958.2 1.7

Corporate income tax 6,891.0 6.8 6,897.7 6,897.7 6,897.7 0.6

           Tax on salaries and tax on income -367.7 9,936.8 9,569.1 9,569.1 9,569.1 0.9

Other income taxes, profit taxes and 

capital gains 

1,487.4 4.0 1,491.3 1,491.3 1,491.3 0.1

Property taxes -5.1 2,549.7 2,544.6 2,544.6 2,544.6 0.2

Taxes on goods and services   26,800.0 7,726.3 2,084.5 21.5 36,632.3 36,632.3 36,632.3 3.4

 VAT 13,279.8 6,826.4 20,106.2 20,106.2 20,106.2 1.9

Excises 11,666.3 11,666.3 11,666.3 11,666.3 1.1

 Other taxes on goods and services 

588.3 24.6 2,084.5

2,697.5 2,697.5 2,697.5 0.2

Taxes on use of goods, and 

permission to use goods, or perform 

activities  

1,265.5 875.3 21.5

2,162.3 2,162.3 2,162.3 0.2

External trade tax (customs taxes)

481.6

481.6 481.6 481.6 0.0

Other taxes

57.6 94.6 255.1

407.3 407.3 407.3 0.0

Social securities contributions

3,987.5 26,967.5 964.8 12,767.3 0.1

44,687.2 -40.3 44,647.0 44,647.0 4.1

Nontax revenues 

4,156.8 6,624.1 30.9 8.5 7.1 4,434.7 89.8 602.7 15,954.6 -6,915.8 9,038.7 9,038.7 0.8

Subsidies 5,481.4 6,791.8 928.6 7,662.0 11.9 936.9 21,812.7

-21,812.7

Capital revenues 143.3 86.6 73.6 303.5 303.5 303.5 0.0

Grants 0.0 0.0 0.0 0.0 0.0

EU Funds  3.1 10.5 0.2 13.8 13.8 13.8 0.0

Financial operations 700.6 700.6 700.6 -700.6

Nondistributed amounts  -7.0 0.0

-7.0 -7.0 -7.0 0.0

Other amounts received from the EU 

-18.5 -2.6 6.0 -15.0 -15.0 -15.0 0.0

Amounts received from the EU in account 

of payments made for 2014-2020 financial 

framework

5,318.2 1,476.7 0.0 361.1 332.3 96.6 7,584.9 7,584.9 7,584.9 0.7

GENERAL CONSOLIDATED BUDGET

01.01-31.05.2020



Amounts

% of 

GDP
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TOTAL EXPENDITURES

86,390.7 33,207.0 33,805.3 3,142.6 19,426.5 11,567.3 98.5 63.8

1,485.4 189,187.1 -28,768.8 160,418.3 -1,983.7 158,434.7 14.6

Current expenditures 84,517.3 27,630.3 33,809.1 3,150.1 19,434.2 11,341.4 98.5 63.8 722.2 180,767.0 -28,712.0 152,055.0 152,055.0 14.1

 Personnel expenditures 22,444.3 13,687.8 143.5 57.9 127.6 7,298.8 232.7 43,992.6 43,992.6 43,992.6 4.1

Goods and services 3,092.5 8,092.2 217.5 12.6 13,239.4 2,575.2 5.7 480.7 27,715.8 -6,656.3 21,059.4 21,059.4 1.9

 Interest  6,678.6 315.8 4.7 0.3 2.1 0.0 58.2 8.8 7,068.6 -26.6 7,042.0 7,042.0 0.7

 Subsidies 2,532.2 1,014.3 2.0 0.7 3,549.1 3,549.1 3,549.1 0.3

 Transfers - Total  49,602.1 4,520.1 33,443.4 3,077.4 6,065.1 1,442.6 98.5 98,249.2 -22,001.1 76,248.1 76,248.1 7.0

Transfers between government units

15,938.7 75.2 0.0 49.3 4,336.9 55.9 20,456.0 -20,017.0 439.0 439.0 0.0

Other transfers 7,275.8 350.9 0.0 73.0 0.2 7,700.0 -72.2 7,627.8 7,627.8 0.7

Projects financed from non-

reimbursable external funds 

197.2 18.6 10.8 0.2 226.8 -16.0 210.8 210.8 0.0

Social assistance

17,492.5 1,550.1 33,442.6 2,591.7 1,727.7 25.3

56,830.1 56,830.1 56,830.1 5.3

Projects financed from non-

reimbursable external funds 2014-2020

6,920.5 1,886.4 0.0 423.6 869.1 98.1 10,197.7 -1,570.9 8,626.7 8,626.7 0.8

Other expenditures  1,777.4 638.9 0.8 12.7 0.4 408.4 2,838.6 -325.0 2,513.6 2,513.6 0.2

Expenditures financed from 

reimbursable external funds

167.5 24.2

191.7 -27.9 163.8 163.8 0.0

     Capital expenditures 1,765.2 4,709.2 0.5 0.0 0.1 262.6 717.7 7,455.3 -11.3 7,444.0 7,444.0 0.7

Non -financial assets 1,765.2 4,610.7 0.5 0.0 0.1 262.6 717.7 7,356.7

-11.3

7,345.5 7,345.5 0.7

Financial assets 98.5 98.5 98.5 98.5 0.0

Financial operations 684.4 1,298.6 0.6 45.5 2,029.1 -45.5 1,983.7 -1,983.7

 Loans

 Loans reimbursements 684.43 1,298.65 0.58 45.48 2,029.1

-45.5

1,983.7 -1,983.7

Payments from previous years  -576.2 -431.1 -4.2 -7.5 -7.9 -37.4 0.0

-1,064.3 -1,064.3 -1,064.3 -0.1

SURPLUS (+)/DEFICIT(-) -36,765.0 780.5 -15.0 -1,802.2 -3,639.0 1,222.6 10.3 25.9 54.2 -40,127.7 -40,127.7 1,283.1 -38,844.6 -3.59
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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 123,796.7 11.7 100.0 119,590.0 11.1 100.0 -4,206.7 -3.4%

Current revenues 117,449.1 11.1 94.9 111,709.8 10.3 93.4 -5,739.3 -4.9%

    Tax revenues     63,062.0 6.0 50.9 58,024.1 5.4 48.5 -5,037.9 -8.0%

Profit tax, tax on salaries , income tax and 

capital gains 

18,624.1 1.8 15.0 17,958.2 1.7 15.0 -665.9 -3.6%

Corporate income tax

7,880.9 0.7 6.4 6,897.7 0.6 5.8 -983.2 -12.5%

           Tax on salaries and tax on income

9,198.7 0.9 7.4 9,569.1 0.9 8.0 370.5 4.0%

Other income taxes, profit taxes and capital 

gains 

1,544.5 0.1 1.2 1,491.3 0.1 1.2 -53.2 -3.4%

Property taxes

3,910.2 0.4 3.2 2,544.6 0.2 2.1 -1,365.6 -34.9%

Taxes on goods and services   39,643.1 3.7 32.0 36,632.3 3.4 30.6 -3,010.8 -7.6%

 VAT

24,801.0 2.3 20.0 20,106.2 1.9 16.8 -4,694.8 -18.9%

Excises

11,682.1 1.1 9.4 11,666.3 1.1 9.8 -15.7 -0.1%

 Other taxes on goods and services  2,248.4 0.2 1.8 2,697.5 0.2 2.3 449.1 20.0%

Taxes on use of goods, and permission to use 

goods, or perform activities  

911.6 0.1 0.7 2,162.3 0.2 1.8 1,250.6 137.2%

External trade tax (customs taxes) 499.3 0.0 0.4 481.6 0.0 0.4 -17.7 -3.5%

Other taxes 385.3 0.0 0.3 407.3 0.0 0.3 22.1 5.7%

  Social securities contributions 45,623.1 4.3 36.9 44,647.0 4.1 37.3 -976.1 -2.1%

  Nontax revenues  8,764.0 0.8 7.1 9,038.7 0.8 7.6 274.7 3.1%

Capital revenues

344.0 0.0 0.3 303.5 0.0 0.3 -40.4 -11.8%

Grants

2.0 0.0 0.0 0.0 0.0 0.0 -1.9 -97.5%

EU Funds 

55.8 0.0 0.0 13.8 0.0 0.0 -42.0 -75.3%

Financial operations

Nondistributed amounts  -72.7 0.0 -0.1 -7.0 0.0 0.0 65.7

-90.3%

Other amounts received from the EU 

57.6 0.0 0.0 -15.0 0.0 0.0 -72.7 -126.1%

Amounts received from the EU in account of 

payments made for 2014-2020 financial 

framework

5,960.9 0.6 4.8 7,584.9 0.7 6.3 1,623.9 27.2%

EXECUTION OF GENERAL CONSOLIDATED BUDGET



 Outcome 1.01.-31.05.2019



Outcome 1.01.-31.05.2020



 Differences

    2020 vs. 2019
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TOTAL EXPENDITURES 138,502.7 13.1 100.0 158,434.7 14.6 100.0 19,932.0 14.4%

Current expenditures

132,774.4 12.5 95.9 152,055.0 14.1 96.0 19,280.6 14.5%

 Personnel expenditures 41,805.6 3.9 30.2 43,992.6 4.1 27.8 2,186.9 5.2%

Goods and services 18,116.6 1.7 13.1 21,059.4 1.9 13.3 2,942.8 16.2%

 Interest  6,319.4 0.6 4.6 7,042.0 0.7 4.4 722.7 11.4%

 Subsidies 3,269.5 0.3 2.4 3,549.1 0.3 2.2 279.7 8.6%

 Transfers - Total  63,154.0 6.0 45.6 76,248.1 7.0 48.1 13,094.1 20.7%

Transfers between government units

554.4 0.1 0.4 439.0 0.0 0.3 -115.3 -20.8%

Other transfers

6,696.5

0.6 4.8 7,627.8 0.7 4.8 931.3 13.9%

Projects financed from non-reimbursable 

external funds 

114.6 0.0 0.1 210.8 0.0 0.1 96.2 83.9%

Social assistance

46,610.3

4.4 33.7 56,830.1 5.3 35.9 10,219.8 21.9%

Expenditure financed from reimbursable 

external funds 2014-2020

6,793.9 0.6 4.9 8,626.7 0.8 5.4 1,832.9 27.0%

Other expenditures 

2,384.3 0.2 1.7 2,513.6 0.2 1.6 129.3 5.4%

Expenditures from EU fund

109.3 0.0 0.1 163.8 0.0 0.1 54.4 49.8%

     Capital expenditures

6,227.7

0.6 4.5 7,444.0 0.7 4.7 1,216.2 19.5%

Financial operations

Payments from previous years  -499.5 0.0 -0.4 -1,064.3 -0.1 -0.7 -564.9 113.1%

SURPLUS (+)/DEFICIT(-)

-14,706.0 -1.39 -38,844.6 -3.59 -24,138.7
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