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JAK INTELIGENTNŘ REFO R M OVAT  
VEƎEJN£ FINANCE 

AN INTELLIGENT REFORM OF PUBLIC FINANCE 

SHRNUTÍ   EXECUTIVE SUMMARY  

ļesk® veƏejn® finance potƏebuj² reformu. Jejich 
moment§ln² stav je v§Ĥnĩ, ale v mezin§rodn²m srovn§n² 
nen² katastrof§ln². Pokud se nepodaƏ² sn²Ĥit chronické 
deficity, stoupne vládní dluh z nynřjĢ²ch 35% k 70% 
HDP do roku 2020 a bude nezmřnřnĩm tempem 
stoupat d§l. ļesko m§ pƏitom realistickou Ģanci dluh 
stabilizovat na ¼rovni okolo 50%. VyĤaduje to ovĢem 
v nejbliĤĢ²ch letech stlaĽit prim§rn² rozpoĽtové deficity 
pod 1.8% HDP, tedy na polovinu souĽasn® ¼rovnř, a 
pod touto ¼rovn² je trvale udrĤet.  

Proto se reforma nesm² omezit na jednor§zov§ zvĩĢen² 
nřkterĩch dan² Ľi n§hodn® Ģkrty ve vĩdaj²ch, ale je tƏeba 
systematicky reformovat syst®m veƏejnĩch financí tak, 
aby dlouhodobř negeneroval dalĢ² a dalĢ² deficity. Je 
nutné:  

Á Zkvalitnit fiskální instituce, tj. zákonná pravidla 
pro pƏ²pravu, schvalov§n², a implementaci 
rozpoĽtu a vĢech z§konơ s dopadem na 
rozpoĽet. Kvalitn² instituce sniĤuj² deficit, 
posilují dlouhodobĩ horizont pƏi pƏ²pravř 
rozpoĽtơ, podporuj² efektivn² a transparentn² 
rozdřlen² vĩdajơ.  

Á Prosazovat zmřny, kter® jsou Ĥ§douc² i bez 
ohledu na deficit. EfektivnřjĢ² daƀovĩ syst®m 
stimuluje ekonomickou aktivitu, omezuje 
daƀov® ¼niky a zajiĢƗuje vyĢĢ² pƏ²jmy. 
EfektivnřjĢ² vĩdajovĩ syst®m pƏin§Ģ² vřtĢ² 
uĤitek a ĢetƏ² n§klady st§tu. 

Á PƏi pƏ²pravř reforem vych§zet z modern² 
ekonomické teorie a empirického hodnocení 
vládních politik (evidence-based policy).  

V této studii rozvádíme tento pƏ²stup a aplikujeme jej 

na dva konkrétní reformní návrhy.  

První aplikace navrhuje reformu fiskálních institucí. Dle 
naĢeho odhadu nekvalitn² instituce navyĢuj² deficit o 
cca 9 miliard korun, Ľili skoro 9 procent prim§rn²ho 
deficitu. Jednou ze slabin jsou tzv. stƏednřdob® 
vĩdajov® r§mce, kter® mřly omezit nekontrolovanĩ rơst 
vĩdajơ, ale byly poruĢov§ny. Navrhujeme jejich 
zpƏ²snřn², aby mřly vyĢĢ² pr§vn² s²lu, dok§zaly pos²lit 
rozpoĽtovou discipl²nu, a zvĩĢily transparentnost pƏi 
pƏ²pravř a schvalov§n² rozpoĽtu.  

Czech public finances are in need of reform. The situation is 
serious, although by international standards it is not 
desperate. If the chronic budget deficits are not reduced, the 
government debt will rise to from 35 % to 70% of GDP by 
2020 and will continue to grow at the same rate thereafter. 
The Czech Republic does have a realistic opportunity to 
stabilize its debt at around 50% of GDP. Doing so will 
require reducing the primary deficit below 1.8% of GDP in 
the next few years, and to keep it there permanently.  

For that reason, the reform must not be limited to ad-hoc tax 
hikes or selected expenditure cuts. What is needed is to keep 
reforming the public finance system systematically in order to 
prevent it from starting to accumulate new unsustainable 
deficits. It is necessary to:  

Á Improve the quality of fiscal institutions, i.e., the 
rules for preparing, approving, and implementing the 
budgets and other laws that affect the budget. Good 
institutions help to reduce the deficits, reinforce a 
long term horizon in budget preparation, and 
encourage efficient and transparent allocation of 
expenditures. 

Á Push for reforms that are desirable irrespective of the 
current deficit. A more efficient tax system will 
encourage economic activity, reduce tax evasion, and 
generate more revenue. A more efficient expenditure 
system delivers higher value to taxpayers and reduces 
the cost of government. 

Á Base reform proposals on modern economic theory 
and empirical evaluation of policies (evidence-based 
policy).  

In this study we present this approach in more detail and 
apply it to two specific reform proposals.  

The first application proposes a reform of fiscal institutions. 
According to our estimates low-quality institutions increase 
the deficit by approximately CZK 9 billion, or almost 9 
percent of the primary deficit. A particular candidate for 
improvement is the so-called medium term expenditure 
frameworks which had been introduced to put a cap on an 
uncontrolled growth of expenditures but were not always 
obeyed. We propose to make them stricter in the sense that 
they would be more legally binding, encourage fiscal 
discipline, and increase the transparency of the budget.  



2 

 

V naĢem n§vrhu se v prvním povolebním roce schválí 
rozpoĽet na prvn² rok a celkov® vĩdaje na dalĢ² tƏi roky. 
Ty (oproti souĽasnosti) budou pr§vnř z§vazn®, tj. v 
dalĢ²ch letech nebude uĤ nutn® schvalovat celkov® 
vĩdaje nanovo. Odchylky od takto pƏedurĽenĩch vĩdajơ 
budou moĤn® pouze z pƏedem danĩch dơvodơ, kter® 
v z§konř o rozpoĽtu mus² bĩt jasnř òvy¼Ľtov§nyó. 
Vĩdaje v rozpoĽtu a v r§mc²ch budou zahrnovat stejné 
vĩdajov® poloĤky, takĤe bude mnohem snadnřjĢ² 
kontrolovat, zda vl§da Ľi Snřmovna vĩdajov® limity 
neporuĢuj². Vl§da bude moci efektivnřji sestavit 
dlouhodobou strategii na sniĤov§n² deficitu a n§slednř 
se jí tak® drĤet.  

Druhá aplikace se týká výdajového programu, který 
stoj² pƏes 13 miliard korun roĽnř (12% prim§rn²ho 
deficitu) a kterĩ se uk§zal velmi odolnĩm vơĽi snah§m o 
jeho omezení ð podpora stavebn²ho spoƏen².  

Sporn® dopady stavebn²ho spoƏen² kvantifikujeme 
pomoc² dat z prơzkumu dom§cnost². Jeden ze svĩch 
deklarovanĩch ¼Ľelơ, podnřcovan² dom§cnost² k 
vyĢĢ²m ¼spor§m, pln² podpora stavebn²ho spoƏen² 
velmi omezenř. Dle naĢeho odhadu minim§lnř 44% 
podpor jde dom§cnostem, kter® by i bez nich mřly 
stejnou vĩĢi ¼spor, a maxim§lnř 29% podpor smřƏuje k 
dom§cnostem, kter® d²ky nim spoƏ² skuteĽnř v²ce. 
Jedn§ se o dotaci pro stƏedn² a bohatĢ² vrstvy ð vyuĤ²v§ 
ji okolo 70% dom§cnost² s pƏ²jmy mezi 30 aĤ 70 tis²ci 
KĽ mřs²Ľnř, ale jen 17 procent lid² s nejniĤĢ²mi pƏ²jmy. 
Ukazujeme, Ĥe zvyĢuje nerovnost v pƏ²jmech zejm®na v 
chudĢ² polovinř dom§cnost².  

RuĢit podporu stavebn²ho spoƏen² je Ĥ§douc². Praktick§ 
implementace vĢak mus² minimalizovat n§rơst novĩch 
smluv, kter® se lid® snaĤ² uzavƏ²t pƏed sn²Ĥen²m 
podpory a paradoxnř tak zvyĢuj² vĩdaje. Behavior§ln² 
ekonomie poskytuje vodítko ð podpora nesmí klesnout 
skokovř. Navrhujeme postupn® sniĤov§n² roĽn²ho 
limitu státní podpory s datem uzavƏen² smlouvy z 
dneĢn²ch 3000 korun kaĤdĩ mřs²ch o 50 korun aĤ k 
nule  

Tyto dva d²lĽ² n§vrhy aplikuj²c² modern² ekonomickou 
teorii a empirické hodnocení vládních politik (evidence-
based policy) dok§Ĥ² dlouhodobř sn²Ĥit deficit o zhruba 
22 miliard korun. To samo o sobř staĽ² k poklesu 
struktur§ln²ho deficitu na 3 procenta, umoĤƀuj²c²ho v 
pƏ²padř obnoven² břĤnĩch temp rơstu HDP pƏijet² 
eura. Implementace obdobn®ho pƏ²stupu systematicky 
na dalĢ² aspekty veƏejnĩch financ² umoĤn² pƏebytky 
rozpoĽtu a sn²Ĥen² dluhu v obdob² rychl®ho 
ekonomick®ho rơstu. 

 

In our proposal, the first post-election budget would be 
approved jointly with total expenditures for the following 
three years. These pre-set future expenditures would be 
legally binding, i.e., it would not be necessary to approve new 
total expenditures again in the subsequent years. Deviations 
from the pre-set expenditures would be possible only for 
clearly specified reasons and would have to be clearly 
accounted for in the Budget Act. The expenditures in the 
budget and in the framework will include the same 
expenditure categories, making it easier to check whether the 
government or the House is not violating the expenditure 
limits. The government will have a more effective tool to pre-
commit to a longer-term strategy to reduce the deficit, and 
also to stick to it.  

Our second application concerns a spending program which 
costs over CZK 13 billion each year (12% of the primary 
deficit) and which has proven resistant to efforts to cut it ð 
subsidies to the building savings accounts.  

We quantify its effects using a household survey recording 
the usage of various savings and credit products. The housing 
savings subsidies only modestly fulfill one of their stated 
goals, that is, encouraging households to save more. 
According to our estimate at least 44% of the subsidies are 
received by households that would have the same savings 
even in their absence, and at most 29% of the subsidies are 
received by households that probably save more because of 
them. It is a subsidy for the middle and upper middle classes, 
being collected by about 70% of households in the CZK 30-
70,000 per month income range, but only by 17% of 
households with lowest incomes. We show that it increases 
income inequality, especially among the poorer half of the 
population.  

Eliminating the building savings subsidies is desirable. 
However, the actual implementation must minimize the jump 
in the number of new savings accounts that people try to 
open just before the subsidy is cut and as a consequence 
pushing up the spending. Behavioral economics provides 
guidance ð the subsidy cannot be reduced abruptly. We 
propose to gradually decrease the annual limit for the subsidy 
with the date of opening the new account from todayõs CZK 
3000 by CZK 50 per month all the way to zero.  

These two proposals applying modern economic theory and 
evidence-based policy to two admittedly partial topics are able 
to reduce the deficit by about CZK 22 billion. That in itself is 
sufficient to reduce the structural deficit to 3 percent of 
GDP, allowing for the adoption of the euro when economic 
growth returns to usual levels. Applying our approach to 
other aspects of public finances will lead to a budget surplus 
and a debt reduction in periods of rapid economic growth. 
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1.đVOD: VŘCNĨ A INTELIGENTNÍ POHLED 

NA VEƎEJN£ FINANCE 

1.  INTRODUCTION: A P RAGMATIC AND 

INTELLIGENT APPROACH  TO PUBLIC FINANCES  

Mezi dom§c² odbornou a laickou veƏejnost² panuje 
nespokojenost s fungov§n²m veƏejnĩch financ² a obavy, 
ze se n§Ģ ekonomickĩ vĩvoj mơĤe zaĽ²t podobat vĩvoji 
v Ǝecku. V teto kr§tk® studii uk§Ĥeme, ze 
nespokojenost je nam²stř, obavy jsou pƏehnan®, a Ĥe 
existuje potƏeba a moĤnost Ə²dit veƏejn® finance 
inteligentnřji neĤ doposud. 

Základní fakta jsou následující. VeƏejnĩ dluh v roce 
2009 Ľinil 1282 mld. KĽ, coĤ pƏedstavuje 35.4% 
hrubého domácího produktu (HDP). Schodek 
rozpoĽtu v roce 2009 Ľinil 215 mld. KĽ (5.9% HDP) a 
tento rok se zƏejmř bude pohybovat kolem 5.5-6.0%. 
Pro vstup do EMU bychom mřli m²t deficit pod 3%. 
Ve srovnání s mnohĩmi zemřmi Evropsk® unie je naĢe 
situace tud²Ĥ v§Ĥn§ avĢak zat²m ne kritick§. Dobrĩ 
strategickĩ pƏ²stup, kterĩ v teto studii navrhujeme, 
mơĤe ļesko odvr§tit od nebezpeĽ². 

ƎeĢen² probl®mu s deficitn²m hospodaƏen²m a 
rostouc²m dluhem je zd§nlivř prost®: sn²Ĥit Ľi zabrzdit 
vĩdaje, pƏ²padnř zvĩĢit vĩbřr dan². Dosavadn² veƏejn§ 
debata se vĢak pƏ²liĢ omezuje na politicky motivované 
n§vrhy na jednor§zov® zvĩĢen² t® Ľi on® danř Ľi Ģkrt 
toho Ľi onoho vĩdaje. To k adekv§tn²mu ƏeĢen² nestaĽ². 
V debatř chyb² tƏi z§sadn² aspekty:  

Á Dlouhodobĩ vĩhled za dneĢn² deficit s dơrazem na 

udrĤitelnost. NestaĽ² jednor§zovř zredukovat 

deficit, ale je tƏeba nastavit syst®m veƏejnĩch 

financ² tak, abychom nezaĽali akumulovat 

deficity nové.  

Á Komplexn² pohled pƏekraĽuj²c² okamĤit® obavy 

z deficitu. Ten je sp²Ģe symptomem Ģpatnř 

funguj²c²ho syst®mu neĤ probl®mem s§m o 

sobř. Debata o rozpoĽtu by se mřla v²ce 

zaob²rat zmřnami, kter® jsou Ĥ§douc² i bez 

ohledu na deficit Zmřnami, kter® zajist² pr§vn² 

r§mec pro pƏij²m§n² kvalitnřjĢ²ch a m®nř 

deficitn²ch rozpoĽtơ v budoucnu. Zmřnami, 

kter® zajist² nejen vyĢĢ² daƀov® pƏ²jmy, ale i 

efektivnřjĢ² daƀovĩ syst®m, kterĩ bude m®nř 

pokƏivovat ekonomickou aktivitu a m®nř 

podnřcovat k daƀovĩm ¼nikơm, a tud²Ĥ zajist² 

vyĢĢ² pƏ²jmy pƏi niĤĢ² m²Əe zdanřn². Zmřnami, 

které povedou k systémovým úsporám ve 

veƏejnĩch vĩdaj²ch.  

Á Moderní ekonomická logika. Politické návrhy 

rozpoĽtovĩch zmřn jsou Ľasto pouhĩm 

There is a general dissatisfaction with the way the Czech 
public finance system functions, recently being fuelled by 
worries whether economic developments would soon 
resemble that of Greece. This study shows that the 
dissatisfaction is justified, the worries are exaggerated, and 
that it is both necessary and possible to manage the public 
finances in a smarter way than until now.  

The basic facts are as follows. The government debt was 
CZK 1282 billion in 2009, or 35.4% of GDP. The budget 
deficit was CZK 215 billion in 2009 (5.9% of GDP) and will 
most likely stay within the 5.5-6.0% range this year. We need 
to reduce the deficit below 3% to join the euro. Our situation 
is serious, albeit not critical in comparison with many other 
EU countries. The Czech Republic should be able to avert 
the danger if it takes a proper approach to the reform such as 
the one presented here.  

Budget deficits and growing debts have a seemingly simple 
solution: cut spending or stop spending from growing or raise 
more revenue. However, the debate has been so far too 
limited to ad-hoc and politically motivated proposals to raise 
a particular tax or cut a particular expenditure item. That is 
not enough for an adequate solution. Three key aspects of the 
debate are generally lacking: 

Á A long-term perspective reaching beyond the current deficit and 
emphasizing sustainability. It is not sufficient to 
accomplish an immediate reduction in the deficit. 
The public finance system has to be redesigned at the 
same time such that it does not start accumulating 
new deficits all over again.  

Á A perspective that is more comprehensive and less single-
minded on the deficit. It is rather a symptom of a 
malfunctioning system than a problem of its own. 
The debate should focus much more on changes that 
are desirable irrespective of the current deficit. 
Changes that will make the legislative framework 
more conductive to implementing better and more 
balanced budgets in the future. Changes that will not 
merely increase tax revenues but will also make the 
tax system less distortionary and less prone to 
evasion and avoidance, hence being able to generate 
more revenue at lower tax rates. Changes that will 
bring systemic savings in public expenditures.  

Á Modern economic logic. Politically motivated proposals 
for fiscal reform are generally formulated as mere 
signals to voters without being backed by a rigorous 
argument why the proposed tax change should lead 
to a more efficient tax system or why cutting a 
particular expenditure item is more desirable than 
another one. 
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signálem k voliĽơm a chyb² jim fundovan® 

zdơvodnřn², zda dan§ daƀov§ zmřna povede 

k efektivnřjĢ²mu daƀov®mu syst®mu Ľi proĽ 

úspora v dan®m vĩdaji je v²ce Ĥ§douc² neĤ 

úspora jinde. 

Sp²Ģe neĤ nřkolik rychlĩch Ģkrtơ potƏebujeme trvalĩ a 
systematickĩ pƏ²stup ke zkvalitnřn² Ľeskĩch veƏejnĩch 
financ². Znamen§ to postupnř revidovat kaĤdĩ jejich 
aspekt a pƏedkl§dat fundovan® reformn² n§vrhy. 
Vĩsledkem t®to pr§ce m§ bĩt zejm®na efektivnřjĢ² 
daƀovĩ a vĩdajovĩ syst®m, a pƏ²jemnĩm vedlejĢ²m 
produktem i trvale niĤĢ² dluh a deficit. PƏedkl§dan§ 
studie je naĢ²m prvn²m pƏ²spřvkem k tomuto úsilí.  
Jej²m ¼Ľelem je uk§zat ekonomickĩ pƏ²stup k reformř a 
ilustrovat jej dvřma aplikacemi v podobř konkr®tn²ch 
n§vrhơ na stranř fisk§ln²ch instituc² a vĩdajơ. Oba mají 
dlouhodobou perspektivu, jsou Ĥ§douc² i bez ohledu na 
deficit, a jsou podpoƏeny ekonomickou argumentac², 
pƏev§dřj²c² poznatky modern² ekonomick® vřdy do 
praktick® hospod§Əsk® politiky. 

The Czech public finances need a long-term and 
systematic approach to on improving their quality rather than 
a few hasty cuts. That requires rethinking gradually all of their 
aspects and presenting well-founded reform proposals. These 
efforts should primarily aim for a more efficient tax and 
expenditure system, while reduced deficit and debt should 
come as desirable by-products. This study represents our first 
contribution to such effort.  Its objective is to present an 
economic approach to fiscal reform and to illustrate it with 
two applications to specific proposals. One concerns fiscal 
institutions and the other one concerns a particular large 
spending program. Both have a long-term perspective, both 
should be implemented irrespective of the current deficit, and 
both are backed by economic arguments that apply modern 
economic thinking to practical policy making. 

2. DYNAMIKA ZADLUģOVÁNÍ  2.  DEBT DYNAMICS  

2.1. DEFICIT A VEƎEJNĨ DLUH ð MEZINÁRODNÍ 

SROVNÁNÍ  

2.1. FISCAL DEFICIT AND P UBLIC DEBT ð

INTERNATIONAL COMPAR ISON  

Jakkoliv se Ľ²sla popisuj²c² Ľeskĩ veƏejnĩ dluh zdaj² bĩt 
astronomick§, alespoƀ na prvn² pohled se Ľeská situace 
nezd§ bĩt dramatick§. ļesko bylo v roce 2009 Ģestou 
nejm®nř zadluĤenou ekonomikou EU 27 s podílem 
konsolidovan®ho vl§dn²ho dluhu na HDP ve vĩĢi 
35.4% (prơmřr za Evropskou unii Ľinil hrozivřjĢ²ch 
73.6%) ð viz graf 1. A i kdyĤ n§rơst objemu i 
procentního podílu dluhu na HDP byl v roce 2009 
enormní (z 30% na 35.4% HDP), v mezinárodním 
srovn§n² se dynamika zadluĤen² nezd§ bĩt dramaticky 
horĢ² neĤ u jinĩch zem² EU ð viz graf 2. FinanĽn² krize 
vedla totiĤ doslova k explozivn²mu vĩvoji dluhơ ve 
vřtĢinř vyspřlĩch ekonomik. N§rơstem byly postiĤeny 
zejm®na zemř, kter® provedly razantn² sanaci sv®ho 
finanĽn²ho sektoru nebo kter® se odhodlaly k výrazným 
fisk§ln²m stimulơm.1 NapƏíklad Mezin§rodn² mřnovĩ 
fond (MMF) oĽek§v§, Ĥe v roce 2010 prơmřrnĩ hrubĩ 
vládn² dluh zem² G20 pƏekroĽ² 82% jejich HDP, pro 
vyspřl® zemř G20 oĽek§v§ dokonce 109.7%. UrĽitĩm 
paradoxem je, Ĥe zadluĤenost ekonomik G7 se 
prakticky vr§tila na ¼roveƀ dluhơ z roku 1950, tedy 
dluhơ zdřdřnĩch z druh® svřtov® v§lky.2 

Although the numbers describing the Czech public debt seem 
to reach astronomical levels, the reality may be much less 
dramatic, at least at first sight. The Czech Republic was the 
country with sixth lowest debt to GDP ratio (consolidated 
government debt) in 2009, the ratio amounted to 35.4% 
(whereas the average of the EU27-wide indicator was at more 
daunting 73.6%), see Chart 1. And although the increase of 
both volume and percentage share of the debt in GDP was 
enormous in 2009 (an increase from 30% to 35.4% of GDP), 
the increase does not seem to be dramatically worse than was 
the increase for other EU countries ð see Chart 2. The 
financial crisis led to a literally explosive development of 
debts of most of the developed economies. The biggest 
increase was recorded by countries that bailed out the 
financial sector or that decided to apply considerable fiscal 
stimuli.3 The IMF expects that the average gross government 
debt of G20 countries exceeds 82% of their GDP in 2010; 
developed G20 countries are expected to end up with even 
higher debt ratio at a level of 109.7%. Paradoxically, the debts 
of G7 countries basically returned to their 1950 levels, that is, 
to levels inherited from the World War II.4 

                                                      

1 Viz napƏ. Cecchetti et al. (2010). 

2 MMF: World Economic Outlook, duben 2010 
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GRAF 1: SROVNÁNÍ VLÁDNÍHO DLUHU ZEMÍ        

EU 27 V ROCE 2009 

CHART 1: CENTRAL GOVERNMENT CONSOLIDATED 

DEBTS OF EU27 COUNTRIES IN 2009 

 

Zdroj: Eurostat 
 

Source: Eurostat 

Z tohoto pohledu nevypad§ situace ļeska na prvn² 
pohled vơbec Ģpatnř, proĽ se tedy vĩvojem dluhu 
m§me znepokojovat, pƏ²padnř podnikat nřjak® 
bolestiv® zmřny? 

Prvn²m probl®mem je, Ĥe tyto ¼daje srovn§vaj² ļesko 
s ekonomikami, kter® jsou podstatnř silnřjĢ² a 
vyspřlejĢ², a kter® maj² tak® vřtĢ² dơvřru finanĽn²ch 
trhơ. Pod²l dluhu na HDP je sice standardnř 
pouĤ²vanĩm indik§torem, je vĢak nutn® si uvřdomit, Ĥe 
HDP adekv§tnř nezahrnuje skuteĽn® naakumulovan® 
bohatstv² ekonomik (napƏ. ve formř jiĤ vybudovan® a 
funguj²c² infrastruktury).  Pokud bychom ļesko 
porovnali sp²Ģe ăemerging marketsò, kam ji st§le Əada 
analytikơ Əad², zjist²me, Ĥe na konci roku 2010 zƏejmř 
pƏes§hneme prơmřrnĩ pod²lu dluhu na HDP pro tyto 
ekonomiky (MMF jej odhaduje na 37.2%) a naĢe 
pohodlná rezerva tak najednou mizí.5 

 

 

 

When compared with negative news from other countries, 
the Czech situation does look bad at all, at least at first sight. 
Why should we therefore be concerned about the 
development of Czech public finance or even introduce any 
painful reforms? 

Firstly, the afore-mentioned charts compare the Czech 
Republic with economies which are substantially richer and 
stronger and they in general also enjoy greater confidence of 
financial markets. The debt to GDP ratio is on the one hand 
a standard indicator, on the other hand we should realize that 
there are many important features related to real wealth of 
economies that are not properly accounted for in GDP (e.g. 
functioning infrastructure). If we start comparing the Czech 
Republic with emerging markets instead (where many analysts 
still put it), we find out that the Czech debt to GDP indicator 
apparently exceeds the average levels characteristic for similar 
countries (IMF estimates the average ratio to be about 37.2%) 
and our seemingly large leeway suddenly evaporates.6 

 

                                                      

3See e.g. Cecchetti et al. (2010) for more details. 

4 IMF: World Economic Outlook, April 2010 

5NapƏ. Deutsche Bank ned§vno oznaĽila ļR spoleĽnř s MaŎarskem, Rumunskem a Polskem za jedny z relativnř m§la emerging markets, kter® 
vykazuj² hmatatelnou potƏebu fisk§ln² konsolidace  ð více v DB 2010 

6For instance the Deutsche Bank has recently listed the CR together with Hungary, Romania and Poland as some of the few emerging markets that 
are òsubject to tangible consolidation needsó more in  DB 2010 
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GRAF 2: DYNAMIKA VLÁDNÍHO DLUHU ZEMÍ     

EU 27 

CHART 2: DYNAMICS OF GOVERNMENT DEBT OF THE 

EU 27 COUNTRIES 

 

Zdroj: Eurostat 
 

Source: Eurostat 

Za druh®, skuteĽnost, Ĥe se vyspřl® ekonomiky 
v minulosti (tj. po 2. svřtov® v§lce) dok§zaly vypoƏ§dat 
s mnohem vyĢĢ²mi dluhy, nemus² moc znamenat. ļesk§ 
i svřtov§ ekonomika je nyn² v jiné situaci a dlouhodobá 
fisk§ln² konsolidace bude proto nar§Ĥet napƏ. na zmřny 
vĩdajov® i pƏ²jmov® str§nky rozpoĽtu souvisej²c² se 
stárnutím populace.7 

TƏet²m probl®mem je skuteĽnost, Ĥe ļesko mřlo 
deficitn² hospodaƏen² a zvyĢovala svoji zadluĤenost 
v absolutn²m i relativn²m (% HDP) vyj§dƏen² i v letech, 
kdy jej² ekonomika rostla vysokĩmi tempy rơstu a kdy 
pro deficitn² hospodaƏen² neexistoval rozumnĩ dơvod. 
N§zornř tento vĩvoj popisuje graf 3, kterĩ popisuje 
tempo re§ln®ho rơstu a vĩvoj prim§rn² bilance st§tn²ho 
rozpoĽtu v % HDP a graf 4, kterĩ ukazuje propoĽty 
struktur§ln²ch deficitơ (tj. jak by vypadaly deficity 
oĽiĢtřn® o vliv jednor§zovĩch vlivơ a ekonomick®ho 
cyklu v situaci, kdy do nich zahrneme Ľi nezahrneme 
spl§tky ¼rokơ st§tn²ho dluhu.) 

Pokud vĩĢe uveden® informace shrneme, situace 
v ļesku zat²m kritick§ nen², avĢak zadluĤujeme se 
rychle a neuv§Ĥenř. AĽ je pod²l dluhu st§le n²zkĩ 
v porovnání s vyspřlĩmi zemřmi, dost§v§me se na 
hodnoty vyĢĢ² neĤ jsou typick® pro Əadu ăemerging 
marketsò. Nav²c staĽ², aby se naĢe situace 
zkomplikovala nepƏ²znivĩm vĩvoje na mezin§rodn²ch 

Secondly, the fact that many developed countries were able to 
deal with even higher debts in the past (e.g. in the years after 
the WWII), does not have to be relevant. Both the Czech and 
world economy are in a different situation and the long-term 
fiscal consolidation will be struggling with e.g. differences in 
revenues and expenditures of the budgets caused by ageing of 
population.8 

The third important factor is related to the fact that the 
Czech Republic used to have deficits and used to increase its 
absolute and relative level of debt even when its economy 
was growing at very high (4-6%) rates of real growth, i.e. 
when there was no reasonable foundation for deficit budgets. 
This can be illustrated by data from Chart 3, which describes 
the development of real GDP growth and primary 
government balance and Chart 4, which shows the estimates 
of structural deficits (i.e., deficits net of the influence of one-
off shocks and economic cycles, with and without payments 
of interest on previously accumulated debt). 

In sum, the Czech situation is not critical yet, but we are on a 
slope that can quickly become very slippery, i.e. we are 
increasing debts without forethought. Although the relative 
debt burden is still low if compared with developed countries, 
we are gradually getting to higher numbers than are typical 
for many òemerging marketsó. All that is necessary for this 
situation to escalate and for the Czech debt to reach the 
seemingly distant level of 60% of GDP is a sequence of 

                                                      

7Napodobit sn²Ĥen² relativn² velikosti veƏejnĩch dluhơ tak bude vĩraznř obt²ĤnřjĢ².V²ce viz napƏ.Cecchetti et al. (2010). 

8 This means that to imitate the historical reduction of relative levels of debts will be much more complicated ð see e.g. Cecchetti et al. (2010). 

0

20

40

60

80

100

120

140

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

P
o
d

íl
 v

lá
d

n
íh

o
 d

lu
h

u
 n

a
 H

D
P

 (
%

)
G

o
v
e

rn
m

e
n

t d
e

b
t 

to
 G

D
P

 r
a

ti
o

(%
)

Greece

Hungary

EU 27

Poland

Slovakia

Czech Republic

Estonia



7 

 

trz²ch (napƏ. pokraĽov§n² finanĽn² krize) Ľi neĽekanĩmi 
n§klady napƏ. na sanaci dopadơ Ĥivelnĩch katastrof a 
Ľeskĩ dluh zaĽne nebezpeĽnř brzy bl²Ĥit dƏ²ve zd§nlivř 
nedosaĤiteln® ¼rovni 60% nomin§ln²ho HDP, kter§ je 
obecnř povaĤov§na za varovnĩ sign§l. 

adverse events such as protracted recovery in Europe or 
unexpected costs related e.g. to natural disasters. 

GRAF 3: VÝVOJ PRIMÁRNÍ BILANCE V % HDP A 

REćLN£HO RƠSTU ļESK£HO HDP 

CHART 3: CZECH PRIMARY BALANCE IN % OF GDP AND 

RATE OF REAL GROWTH OF GDP 

 

Zdroj: OECD Source: OECD 

  

GRAF 4: DEFICIT ļR OļIġTŘNÝ O VLIV CYKLU A 

JEDNORÁZOVÝCH PLATEB A DEFICIT OļIġTŘNĨ 

O VLIV CYKLU I ÚROKOVÝCH PLATEB, OBOJÍ V % 

POTENCIÁLNÍHO HDP 

CHART 4: CZECH FISCAL DEFICIT  NET OF THE 

EFFECTS OF ECONOMIC CYCLE AND ONE-OFF 

PAYMENTS AND NET OF THE INTEREST PAYMENTS, 

BOTH AS % OF POTENTIAL GDP 

 

Zdroj: OECD 
 

Source: OECD 
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2.2. CO REÁLNŘ HROZĊ, POKUD SE DOSAVADNÍ  

TREND NEZMŘNĊ? 

2.2. WHAT DANGERS DO WE FACE UNDER THE 

EXISTING TRENDS ? 

AĽ se ļR doposud v§Ĥn® probl®my souvisej²c² se 
zadluĤen²m vyhĩbaj², pƏi pokraĽov§n² tohoto trendu 
budeme Ľelit n§sleduj²c²m bezprostƏedn²m probl®mơm: 

a) Neschopnost plnit maastrichtsk§ konvergenĽn² krit®ria a 
souvisej²c² zhorĢov§n² atraktivity pro zahraniĽn² 
investice související s t²m, Ĥe na rozd²l od jinĩch novĩch 
Ľlenskĩch zem² nebudeme Ľlenem eurozóny. 

b) ZhorĢov§n² ratingu Ľesk®ho vl§dn²ho dluhu. Je zƏejm®, Ĥe 
ratingov® agentury po ned§vnĩch zkuĢenostech budou 
hodnotit i dluhy Ľlenskĩch zem² EU znaĽnř 
pesimistiĽtřji neĤ v minulosti.9 

c) Obt²ĤnřjĢ² a draĤĢ² z²sk§v§n² prostƏedkơ na financov§n² 
deficitơ. Zat²m sice celkov® n§klady na ¼roky zơst§vaj² 
pod úrovn² typickou pro zemř EU (viz graf 5), tato 
situace se vĢak mơĤe rychle zmřnit. 

d) Ochlazen² z§jmu investorơ odrazených anticipovanou 
budouc² nestabilitou Ľi vysokĩmi budouc²mi danřmi 
souvisejících s pozdřjĢ² bolestivou konsolidac² 
veƏejnĩch financ². 

Although the CR has so far managed to stay clear of serious 
problems related to indebtedness, if the current trend 
continues, it is likely to face the following dangers surprisingly 
soon: 

a) Inability to meet the Maastricht convergence criteria and related 
decreasing attractiveness for foreign investment caused by 
our inability to join the eurozone. 

b) Degradation of the sovereign rating. We can expect that rating 
agencies will be in future much stricter and more pessimistic 
when evaluating debts of EU member countries.10 

c) More difficult and expensive financing of future deficits. While the 
current total costs of financing debt remain below the level of 
other EU countries (see Chart 5), the situation can change 
very quickly. 

d) Decreased interest of foreign investors discouraged by the 
prospects of future instability and high future taxation caused 
by a painful delayed consolidation of public finance. 

GRAF 5: ļIST£ PLATBY đROKƠ V % 

NOMINÁLNÍHO HDP 

CHART 5: NET INTEREST PAYMENTS IN % OF NOMINAL 

GDP 

 

Zdroj: OECD 
 

Source: OECD 

 

 

 

                                                      

9Viz napƏ. ned§vn§ kritika Ľesk®ho zadluĤov§n² ze strany ratingov® agentury Moodyõs 

10 For instance the recent remarks by analysts of the Moodyõs rating agency 
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2.3. JAK VELKĨ DLUH SI ļESKO MƠģE DOVOLIT? 2.3. HOW HIGH DEBT CAN TH E CZECH REPUBLIC 

AFFORD? 

Stabilizace zadluĤen² (tj. zabr§nřn² dalĢ²ho zhorĢov§n² 
pod²lu vl§dn²ho dluhu na HDP) je pro m§lo zadluĤen® 
ekonomiky relativnř bezbolestn§, vřtĢinou nejsou 
nuceny k drastickĩm zmřn§m dan² Ľi Ģkrtơm. Od 
urĽit®ho bodu se vĢak velikost veƏejn®ho dluhu 
stabilizuje Ľi dokonce sniĤuje jen velice obt²Ĥnř. 
đrokov® m²ry a zejm®na pak celkov§ dluhov§ sluĤba 
narostou natolik, Ĥe zemř by musela dosahovat 
znaĽn®ho prim§rn²ho pƏebytku, aby byla schopna sv® 
zadluĤen² stabilizovat Ľi redukovat.11 

Na jak® ¼rovni bychom se tedy mřli pokusit n§Ģ dluh 
stabilizovat? I kdyĤ existuje teoretickĩ pohled na 
maxim§ln² limit dlouhodob®ho zadluĤov§n² ekonomiky, 
který vychází z toho, Ĥe ani vl§dy nemohou 
dlouhodobř jednat jako podvodn® pyramidov® hry, 
toto kritérium je v praxi pro pƏ²pad ļeska jen málo 
uĤiteĽn®.12 Míra deficitu, který si ļesko re§lnř mơĤe 
dovolit, je tak z§leĤitost² z velk® Ľ§sti psychologickou, 
velmi totiĤ z§leĤ² na citlivosti trhơ a na vĩvoji 
v okolních zemích.13  V z§sadř se za limit, kdy by 
ļesko zaĽalo Ľelit vĩraznř vyĢĢ² nedơvřƏe, d§ povaĤovat 
prudké pƏibl²Ĥen² ¼rovni 60% HDP. S ohledem na 
souĽasnou situaci, deklarovan® budouc² c²le ļR, 
atmosf®ru na finanĽn²ch trz²ch a nutnost ponechat si 
rezervu na neĽekan® vĩdaje by pro trhy i pro souĽasnou 
fisk§ln² konsolidaci pƏipad§ realisticky v ¼vahu 
stabilizace na úrovni 50% HDP. Jak ukazjeme dále, je je 
moĤn® ji dos§hnout s relativnř m®nř bolestivĩmi 
opatƏen²mi a z pohledu dơvřry investorơ je lepĢ² 
dodrĤet m®nř ambici·zn² z§vazek neĤ ztratit kredibilitu 
poruĢen²m pƏedchoz²ch c²lơ. 

 

Stabilization of public debt (i.e. averting further increases in 
the government debt to GDP ratio) can be relatively painless 
for economies with low levels of debt; it can often be 
achieved without draconic increases in tax rates or 
expenditure cuts. However, with increasing debt ratio the 
stabilization (and reduction even more so) becomes much 
more complicated. Interest rates and the whole debt service 
become so large that a country needs to achieve substantial 
primary balance surplus in order to be able to achieve the 
stabilization.14 

Which target level of the debt to GDP ratio should we 
choose for the stabilization of the Czech public debt? Even 
though there is a theoretical criterion for the maximum limit 
of long-run trajectory of public debt based on the fact that 
even governments cannot act as organizers of Ponzi games, 
this criterion is only of very limited use for our current 
situation. The level of deficit that the Czech Republic can 
realistically afford is to a large extent dependent on 
psychological factors, it closely depends on the unstable 
sensitivity of markets and on development in similar 
countries. In principle we can assume that the limit behind 
which the Czech Republic will face higher mistrust will be a 
case of an abrupt increase of the debt to the level of 60% of 
GDP.  Given the current situation, declared future objectives 
of Czech economic policy, mood in the financial markets and 
the need to have some reserve for unexpected expenditures 
the realistic goal is to stabilize the debt at 50% of GDP.  As 
we show below it is within our reach without draconic 
measures. It is also preferable not to risk losing credibility by 
not meeting a too ambitious goal. 

2.4. KAM DLUH POROSTE A PƎI JAK£M DEFICITU 

SE ZASTAVÍ? 

2.4. HOW FAR WILL TH E DEBT GROW AND WHAT  
LEVEL OF DEFICIT WIL L STOP IT?  

N§sleduj²c² progn·za vĩvoje zadluĤen² do roku 2020 
vychází z kombinac² rozumnĩch pƏedpokladơ o 
budouc²m vĩvoji rơstu HDP, ¼rokovĩch sazeb, a 
prim§rn²ch deficitơ.15 

Our prognosis of the development of public debt burden 
until 2020 is presented below. It is based on combinations of 
plausible assumptions about the future real GDP growth, real 
interest rates, and primary budget balance.16 

                                                      

11 Analĩzu vztahơ mezi dluhem, ¼rokovou m²rou a stabilizuj²c² ¼rovn² prim§rn² bilance na pƏ²kladu ļR ukazujeme v pƏ²loze III. 

12Tato podm²nka vyĤaduje, aby souĽasn§ diskontovan§ hodnota prim§rn²ch deficitơ plus hodnota souĽasn®ho dluhu byla nulov§ ð v²ce viz pƏ²loha a 
napƏ.Neck and Sturm (2008).Nejedn§ se o jedin® krit®rium, ale o krit®rium v souĽasn® teoretick® literatuƏe nejĽastřji pouĤ²van®. 

13This condition requires that the current discounted value of primary deficits plus the value of current debt equal to zero ð more on the details in 
appendix and in Neck and Sturm (2008). It is not the only applicable criterion, but it seems to be the most common one in current macroeconomic 
theoretical literature.  

14The analysis of relationships between the debt ratio, interest rates and stabilizing level of the primary balance is demonstrated on the Czech example 

in Appendix III. 

15Metodologie prognózy je popsána v pƏ²loze IV. 

16 The methodology of the prognosis is presented in Appendix IV.  
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Graf 6 ukazuje progn·zy pro ĽtyƏi alternativn² sc®n§Əe, 
od (1) optimistik®ho (pƏedpokl§daj²c²ho urĽitou fisk§ln² 
konsolidaci a vyĢĢ² m²ry rơstu) k (4) pesimistickému. 
OvĢem pesimistický sc®n§Ə mơĤe bĩt velmi realistickĩ, 
jelikoĤ kombinuje nulovou fisk§ln² konsolidaci s 
pomalĩm rơstem HDP a vysok® rizikov® pr®mie k 
¼rokơm z vl§dn²ho dluhu, poĤadovan® invetory pr§vř 
za absenci fiskální konsolidace.  

Sc®n§Əe jsou podobn®, pokud jde o vĩsledky. Dluh 
roste k 55% HDP v optimistick®m sc®n§Əi a t®mřƏ k 
70% v pesimisticko-realistick®m sc®n§Əi. Obzvl§Ģtř 
varující je fakt, v Ĥ§dn®m sc®n§Əi nedoch§z² ke 
stabilizaci dluhu ð ten roste stejným tempem i po roce 
2020. Chceme-li si uchovat nadřji na relativnř 
bezproblémovou stabilizaci veƏejnĩch financ² a vstup 
do euroz·ny, m§me relativnř m§lo Ľasu.  

NaĢe analĩza ale naznaĽuje, Ĥe se st§le jeĢtř nal®z§me v 
oblasti, kdy lze doc²lit postupn® stabilizace veƏejnĩch 
financ² relativnř bezbolestnř. Graf 6 ukazuje t®Ĥ 
hypotetickĩ sc®n§Ə, kdy se Ľesk§ ekonomika vrac² k 
m²r§m rơstu, kter® v prơmřru vykazovala v letech 2000-
07, m§ pƏ²stup k niĤĢ²m úrokovým sazbám a zejména se 
daƏ² sn²Ĥit prim§rn² deficit na 1.8% HDP do roku 2014 
a v dalĢ²ch letech ho drĤet na stejné úrovni. Dluh se 
stabilizuje na úrovni 50% HDP. 

Je zde tedy realistick§ Ģance stabilizovat dluh na 
zvládnutelné úrovni. Lze toho dokonce dosáhnout bez 
nutnosti zcela eliminovat deficity. Chybí k tomu 
zd§nliv§ maliĽkost - zredukovat (a udrĤet) prim§rn² 
deficit na cca 80 miliard KĽ do roku 2014. V mřƏ²tku 
celkov®ho deficitu to znamen§, Ĥe jeho sn²Ĥen² na 2.8-
3% HDP je nezbytné.  

 

Chart 6 shows the prognosis for four alternative scenarios, 
ranging from (1) most optimistic (assuming partial fiscal 
consolidation and higher growth rates) to (4) most 
pessimistic. The most pessimistic scenario can actually be the 
most realistic one as it combines no fiscal consolidation with 
low GDP growth and high risk premium on government debt 
demanded by investors because of the lack of fiscal 
consolidation. 

The scenarios are similar in terms of results. The debt is 
projected to rise to 55% of GDP under the optimistic 
scenario and to nearly 70% under the pesimistic-realistic 
scenario. More worryingly, the debt does not stabilize in any 
of the cases but continues to grow at the same rate beyond 
2020. If we want to have a realistic chance to reform the 
public finance without excessive cost and enter the EMU 
eventually, we have relatively little time.  

But the analysis also suggests that we are still within a 
windows of opportunity for relatively painless gradual 
stabilization of public debt at a reasonable level. Chart 6 also 
shows a hypothetical scenario in which the Czech economy 
returns to the growth rates that it experienced on average 
between 2000-07, has access to lower interest rates, and, most 
importantly, the primary balance isgradually decreased to -
1.8% of GDP by 2014 and kept at this level in the following 
years. The debt stabilizes at 50% of GDP. 

Hence, there is a realistic chance to keep the debt at a 
manageable level. And it can be achieved without actually 
having to remove deficits completely. All that would have to 
be done is seemingly trivial ð reduce (and maintain) the 
primary deficit to about 80 billion CZK by 2014. As for the 
total deficit (including interest on debt) ð its reduction to 2.8-
3% of GDP is required.  

GRAF 6: VARIANTY DALġĊHO VĨVOJE VEƎEJN£HO 

DLUHU (% HDP) 

CHART 6: SCENARIOS OF FURTHER DEVELOPMENT OF 

PUBLIC DEBT (% OF GDP) 
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3.  FISKÁLNÍ INSTITUC E  3.  FISCAL INSTITUTIO NS 

Fiskální instituce jsou pravidla a omezení upravující 
proces pƏ²pravy a schvalov§n² rozpoĽtu. Dosavadn² 
pƏ²stup k veƏejnĩm financ²m v ļesku postr§d§ dơraz na 
vytvoƏen² optim§ln²ch fisk§ln²ch instituc². 

The term òfiscal institutionsó encompasses the rules and 
constraints governing the process of preparing, approving, 
and implementing the budget. The ongoing fiscal debate has 
put very little emphasis on improving the fiscal institutions, 
which is unfortunate given their importance.  

3.1. PROļ JSOU FISKćLNĊ INSTITUCE DƠLEģITÉ  3.1. WHY ARE FISCAL INSTITUTIONS IMPORTA NT  

ZkuĢenosti posledn²ch dvaceti let ukazuj², Ĥe ke sn²Ĥen² 
chronickĩch deficitơ nestaĽ², aby politici dok§zali 
jednor§zovř schv§lit Ģkrty ve vĩdaj²ch Ľi zvĩĢen² dan². 
Za p§r mřs²cơ si Ľasto zaĽnou kupovat pƏ²zeƀ voliĽơ a 
lobbistickĩch skupin novĩm zvyĢov§n²m vĩdajơ. 
đspornĩ bal²Ľek ministra financ² ze z§Ə² 2009, kterĩ byl 
zĽ§sti odbour§n pozdřjĢ²mi z§kony, je dostateĽnĩm 
ned§vnĩm varov§n²m. Je tud²Ĥ tƏeba zmřnit rozpoĽtov§ 
a legislativn² pravidla tak, aby st§t pod břĤnĩm 
politickĩm tlakem nezaĽal akumulovat nov® deficity. 
Jinými slovy, je tƏeba l®pe nastavit fisk§ln² instituce.  

Zemř s dobƏe nastavenĩmi institucemi drĤ² rozpoĽtov® 
deficity na uzdř a alokuj² vĩdaje efektivnř; zemř 
s nekvalitními institucemi trpí chronickými deficity a 
veƏejn® vĩdaje jsou do velk® m²ry porcov§ny jako koƏist 
úzkých zájmových skupin. Dopad fiskálních institucí na 
vl§dn² deficity a dluhy zkoum§ pomřrnř rozs§hl§, 
pƏev§Ĥnř empirick§ odborn§ literatura.17 PƏevaĤuj²c²m 
z§vřrem t®to literatury je, Ĥe instituce maj² statisticky 
významný dopad na deficity a dluhy, byƗ samy o sobř 
k jejich eliminov§n² nestaĽ².  

ļesko bohuĤel nem§ optim§ln² fisk§ln² instituce. 
Nřkter® z§kony, jejichĤ smyslem bylo pos²lit 
rozpoĽtovou k§zeƀ, jsou dokonce poruĢov§ny a chyb² 
re§ln® sankce za jejich poruĢov§n². PƏ²prava a 
schvalov§n² rozpoĽtu nejsou dostateĽnř transparentn². 
Zákony upravující mandatorní výdaje mají obrovský 
dopad na rozpoĽet, ale jejich schvalov§n² je minim§lnř 
provázáno s rozpoĽtem a prob²h§ podle legislativn²ch 
pravidel, kter§ pƏ²mo podporuj² rozpoĽtovou nek§zeƀ. 
Pravomoc poslancơ pozmřƀovat n§vrhy z§konơ, kter® 
maj² dopad na rozpoĽet, je velmi Ģirok§. 

M²t kvalitn² fisk§ln² instituce je pro ļesko obzvl§ĢƗ 
dơleĤit®, protoĤe dom§c² politickĩ syst®m rovnřĤ 
nepƏisp²v§ k rozpoĽtov® k§zni. ProporĽn² volebn² 
syst®my, koaliĽn² vl§dy s ideovř velmi rozd²lnĩmi 
partnery, minoritn² a nestabiln² vl§dy maj² silnřjĢ² 
tendenci akumulovat deficity.18 Volební systém máme 

The experiences from the past 40years demonstrate that it is 
not sufficient just to implement one-at-a-time spending cuts 
or tax increases in order to reduce persistent budget deficits. 
Politicians will soon start appealing to voters and interest 
groups by starting to raise expenditures again. The austerity 
fiscal package pushed through by the Minister of Finance in 
September 2009 which was partially undone by subsequent 
legislation vividly illustrates the issue. It is therefore necessary 
to adjust the budgetary and legislative procedures such that 
the government would not accumulate new deficits. In other 
words, it is necessary to improve fiscal institutions.  

Countries with well-designed institutions manage to keep 
their budget deficits in check and to allocate expenditures 
efficiently; countries with poorly designed institutions suffer 
persistent deficits and their expenditures cater to narrow 
interest groups. An extensive (largely empirical) economics 
literature has been studying the impact of fiscal institutions 
on budget deficits and debts for more than two decades.20It 
generally comes to a conclusion that the institutions have a 
statistically significant impact on deficits and debts although 
they are not sufficient on their own to eliminate them. 

The Czech Republic does not have optimal fiscal institutions. 
The laws that were enacted to strengthen the fiscal discipline 
are sometimes being transgressed and transgressions are not 
sanctioned. The preparation and approval of the budget are 
not sufficiently transparent. Preparation and approval of the 
laws that mandate entitlement expenditures are disconnected 
from the budget despite their enormous impact on the 
budget. The legislative procedure even tends to encourage 
fiscal imprudence. Individual legislators enjoy very wide 
authority to amend legislative proposals regardless of the 
fiscal consequences. 

Having well-designed fiscal institution is particularly crucial 
for the Czech Republic, as its political system is not 
conductive to fiscal discipline either. Proportional election 
systems, coalition governments with ideologically highly 
distanced parties, minority governments, and unstable 
governments are more prone to accumulating deficits.21The 

                                                      

17Viz napƏ.Alesina a Perotti (1996) pro struĽnĩ pƏehled hlavn²ch t®mat, Kirchgassner (2001) pro pƏehled empirickĩch studi², Hallerberg, Strauch a von 
Hagen (2009) pro pƏ²klad ned§vn® obs§hlejĢ² studie zkoumaj²c² interakci fiskálních institucí a politického systému. 

18Persson a Tabellini (2001), kapitola 13. 
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proporĽn², a vřtĢina vl§d v posledních dvaceti letech 
vykazovala nřkterĩ z uvedenĩch neduhơ. Zat²mco 
politický systém je do znaĽn® m²ry pƏedurĽen 
historickĩm vĩvojem a ned§ se snadno zmřnit, fisk§ln² 
instituce se zmřnit daj². A vzhledem k náchylnosti 
politického systému k deficitơm si ļesko nekvalitn² 
fisk§ln² instituce prostř nemơĤe dovolit.  

Nab²z² se ot§zka, o kolik by ļesko mřlo deficit niĤĢ², 
kdyby dlouhodobř mřlo kvalitn² fisk§ln² instituce. 
K jej²mu zodpovřzen² jsme provedli jednoduchĩ 
odhad: Sestrojili jsme mřƏ²tko kvality fisk§ln²ch instituc² 
podle metodiky nedávných studií na toto témaa 
aplikovali vztah mezi kvalitou institucí a deficity, 
odhadnutý v třchto studi²ch, na hypotetick® zkvalitnřn² 
instituc² na ¼roveƀ nejlepĢ² Ľtvrtiny zem² Evropsk® 
patnáctky.19Tj. na ¼roveƀ jen o nřco horĢ² neĤ maj² 
Lucembursko, Nizozem² Ľi Francie. Dle 
konzervativn²ch odhadơ m®nř kvalitn² instituce zvyĢuj² 
prim§rn² rozpoĽtovĩ deficit o cca 9 miliard KĽ 
(0.24%HDP) a navyĢuj² tempo rơstu st§tn²ho dluhu o 
cca 12 miliard KĽ roĽnř (0.33% HDP). Je to přtina 
Ľ§stky, o kterou letoĢn² deficit pƏevyĢuje maastrichtsk® 
3-procentn² krit®rium, a t®mřƏ cel§ Ľ§stka, o kterou 
strukturální sloĤka deficitu pƏevyĢuje maastrichtsk® 
krit®rium. Tyto efekty se ale dlouhodobř akumuluj². 
V horizontu 10 let tak m®nř kvalitn² instituce pƏisp²vaj² 
k vĩĢi dluhu cca 117 aĤ 160 miliardami korun, Ľili 10 aĤ 
13.7 procent úrovnř dluhu z konce roku 2009. 

Tato Ľ²sla naznaĽuj², Ĥe samotn® instituce dokaĤ² 
hmatatelnř pƏispřt ke sn²Ĥen² deficitu. N§Ģ odhad je 
navíc velmi konzervativní ð mřƏ²tka kvality instituc² 
vycházejí z form§ln²ch pravidel a z§konơ. Ty m§ ļesko 
v Əadř oblast² stejn® Ľi obdobn®, jako nřkter® 
z§padoevropsk® zemř s nejlepĢ²mi institucemi, jejich 
praktick® fungov§n² vĢak pokulh§v§, jak bude uk§z§no 
n²Ĥe. Kvalitn² fisk§ln² instituce jsou t®Ĥ Ĥ§douc² samy o 
sobř, bez ohledu na to, jak moc pƏisp²vaj² ke sn²Ĥen² 
deficitu. PƏisp²vaj² k transparentnřjĢ² tvorbř rozpoĽtu, 
efektivnřjĢ² alokaci vĩdajơ a posiluj² dlouhodobou 
perspektivu pƏi pƏ²pravř rozpoĽtu, umoĤƀuj²c² dƏ²ve 
reagovat napƏ. na demografick® trendy, kter® si vynucuj² 
vyĢĢ² vĩdaje. 

Czech Republic has a proportional system and most 
governments exhibited one of the malaises just mentioned 
during the past 20 years. While the political system is to a 
large extent predetermined by the historical developments 
and cannot be easily manipulated, fiscal institutions can be 
manipulated. As the political system seems predisposed to 
generating budget deficits, the Czech Republic simply cannot 
afford to have poorly designed fiscal institutions.  

A natural question arises: By how much would the deficit be 
reduced if the Czech Republic improved its fiscal institutions? 
We attempted for an answer using a simple calculation: We 
constructed measures of the quality of fiscal institutions, 
following the methodology of recent studies on the subject 
and applied the relationship between the quality of the 
institutions and fiscal performance, as estimated in those 
studies, to a hypothetical improvement to the level of the top 
quartile of the old EU-15 countries.22 That is, to a level just 
slightly below Luxembourg, the Netherlands, or France. 
According to our conservative estimates, low-quality 
institutions contribute about CZK 9 billion to primary budget 
balance (0.24% GDP) and increase the annual growth of the 
government debt by about CZK 12 billion (0.33% GDP). 
This is one-fifth of the amount by which the current deficit 
exceeds the Maastricht 3-percent criterion, and nearly the 
entire amount by which the structural deficit exceeds the 
criterion. Moreover, these effects accumulate over time. Low-
quality institution thus increase the government debt by 
about CZK 117-160 billion over a 10-year horizon which is 
about 10-13.7 percent of the level of debt at the end of 2009. 

These results suggest that the institutions alone can visibly 
contribute towards reducing the deficits. Our estimates are 
actually very conservative ð the measures of institutional 
quality are largely based on the formal budgetary rules and 
laws. While the Czech Republic is on par with some of the 
best Western European countries when it comes to the rules 
on paper, it lags behind when it comes to their real-life 
implementation, as we will discuss below. Well-designed fiscal 
institutions are desirable for their own sake, irrespective of 
whether they help to reducing the deficit or not. They 
contribute to a more transparent preparation of the budget, 
more efficient allocation of expenditures, and the strengthen 
the long-term perspective which allows more timely reaction 
to shock such as demographic shifts that push for higher 
expenditures in the future.  

 

 

                                                      

20 See for example Alesina a Perotti (1996) for an overview of the main topics, Kirchgassner (2001) for an overview of the empirical studies, 
Hallerberg, Strauch a von Hagen (2009) as an example of a recent rather extensive study investigating the interactions between the fiscal institutions 
and the political system.  

21Persson and Tabellini (2001), chapter 13. 

19Fabrizio a Mody (2006), von Hagen et al (2009).Detailn² metodika vĩpoĽtu je popsan§ v PƏ²loze V. 

22Fabrizio and Mody (2006), von Hagen et al (2009).The detailed methodology behind our calculation is described in Appendix V. 
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3.2. POTƎEBA POSĊLIT VÝDAJOVÉ RÁMCE 3.2. THE NEED TO STR ENGTHEN THE FISCAL 

FRAMEWORK 

Mnozí politici mohou m²t upƏ²mnou snahu dodrĤovat 
rozpoĽtovou discipl²nu. NapƏ²klad kdyby ministƏi 
souĽasn® vl§dy mřli jistotu, Ĥe budou vl§dnout jeĢtř dva 
roky, mohli by rozloĤit vĩdaje na sv® ăpreferovan®ò 
projekty pƏes oba dva roky a drĤet n²zkĩ, ne-li nulový 
deficit. Probl®m nast§v§, kdyĤ dojde na samotn® 
hlasov§n² o aktu§ln²m rozpoĽtu. MinistƏi si uvřdom², Ĥe 
jejich vl§da je nestabiln², pƏ²Ģt² rok mohou bĩt 
vystƏ²d§ni jinĩmi ministry, kteƏ² zruĢ² jejich 
ăpreferovan®ò projekty a nahrad² je projekty svĩmi. 
Racion§ln² reakce? Radřji utratit na sv® preferovan® 
projekty vĢechny pen²ze dnes ð byƗ za cenu deficitu.23  
MoĤn® ƏeĢen²? D§t politikơm moĤnost stanovit vĩdaje 
na v²ce let a nejen na aktu§ln² rozpoĽet. Nemus² to 
nutnř znamenat fixn² rozpoĽet na cel® volebn² období, 
ale pƏinejmenĢ²m zvĩĢen² jistoty, Ĥe vĩdaje a danř 
nřjakĩm zpơsobem ăpƏedurĽen®ò na v²ce let dopƏedu 
nebudou dodateĽnř mřnřny. 

ļesko v tomto udřlalo velkĩ krok kupƏedu v roce 2004. 
Do t® doby se rozpoĽet schvaloval doslova ăz roku na 
rokò. Nyn² se rozpoĽet na aktu§ln² rok odv²j² od tzv. 
stƏednřdob®ho vĩdajov®ho r§mce, kterĩ Snřmovna 
schvaluje na dva roky pƏedem. V dalĢ²ch letech se 
r§mec aktualizuje, ale celkov® vĩdaje je moĤn® zvyĢovat 
pouze z pƏedem urĽenĩch dơvodơ.24  Vĩdaje rozpoĽtu 
navrĤen® vl§dou nesm² pƏevyĢovat vĩdaje stanoven® 
aktu§ln²m r§mcem. PƏi projedn§n² rozpoĽtu ve 
Snřmovnř se nejprve hlasuje o celkovĩch vĩdaj²ch, 
pƏ²jmech a deficitu, a aĤ n§slednř se mohou pƏesouvat 
vĩdaje mezi poloĤkami.  

Syst®m je nastaven rozumnř. Vl§da i snřmovna si 
pƏedem stanov² strop na budouc² zvyĢov§n² vĩdajơ a 
chr§n² tak sebe samy proti pƏirozen® tendenci 
rozhazovat vĩdaje ve chv²li, kdy dojde na ăl§m§n² 
chlebaò a schvaluje se rozpoĽet. V Ľem je probl®m? 

R§mce nejsou vĤdy dodrĤov§ny. Tabulka 1 ukazuje 
schválené r§mce, povolen® zmřny, a schv§len® 
rozpoĽty od roku 2006, tedy od prvn²ho rozpoĽtu, 
kterĩ jiĤ bĩt omezen vĩdajovĩm r§mcem. Vid²me, Ĥe v 
letech 2006 a 2007 doĢlo k navĩĢen² aktu§ln²ho r§mce o 
24.3 a 56.6 miliard nad povolené úpravy, tedy o 2.6 a 

Many politicians might sincerely want to pursue prudent fiscal 
policy. For example, if the ministers of the current 
government were certain that they would stay in office for 
two more years they could spread the expenditures on their 
òpetó projects over the two years and keep the deficit low or 
even nil. The problem begins when it comes to the actual 
voting on the current budget. The ministers realize that their 
government is unstable and that next year they might be 
replaced by other politicians who will cut their òpetó projects 
and replace them with projects of their own preference. 
Rational response? Better to spend all the money on the pet 
projects now ð at the cost of running a deficit.25 Possible 
solution? Give politicians a chance to set expenditures for 
several years ahead and not just for the current fiscal year. 
This need not necessarily entail a fixed budget over the entire 
electoral period, but at least it should entail an increased 
certainty that the expenditures and taxes are largely 
predetermined and will not be significantly altered in the 
future.  

The Czech Republic made a leap in that direction in 2004. 
Until then the budget was being approved literally on a year-
to-year basis. Now the budget is derived from the so-called 
medium-term expenditure framework which is approved by 
the House of Representatives two years ahead of the current 
budget year. The framework is updated in the subsequent two 
years. Total expenditures, however, can be increased only for 
specified reasons.26  The total expenditures in the proposed 
budget cannot exceed the expenditures set forth in the 
framework. The House first votes on the total expenditures, 
revenues, and the deficit, and only then can it reshuffle the 
expenditures between chapters. 

This is a sensible system. The government and the House set 
an ex-ante ceiling on the future expenditure growth and are 
essentially protecting themselves from their innate propensity 
to spend hastily when it comes down to approving the actual 
budget. So what is the problem?  

The frameworks were not always obeyed. Table 1 shows the 
approved frameworks, the allowable adjustments, and 
approved budgets since 2006, i.e., since the first budget that 
should have been limited by the framework. In 2006 and 
2007 the expenditures were increased by CZK 24.3 and 56.6 

                                                      

23Toto je zjednoduĢenĩ vĩklad jedn® z teori² vysvřtluj²c²ch permanentn² rozpoĽtov® deficity, zaloĤen® na nestabilitř vl§d (Alesina a Tabellini (1990)). 
DalĢ² teorie spoĽ²vaj² v pouĤ²v§n² dluhu jako n§stroje, kterĩ omezuje rozhodovac² prostor budouc²ch vl§d (Persson a Svensson (1989)), redistribuci 
mezi generacemi (Cukierman a Meltzer (1989)), Ľi konfliktu uvnitƏ vl§dn² koalice ohlednř dopadu rozpoĽtovĩch Ģkrtơ na jednotliv® skupiny voliĽơ 
(Alesina a Drazen (1991)). 

24Mj. neoĽek§van§ inflace a pƏ²sun dotac² z EU. Jen minim§lnř sm² bĩt r§mec navĩĢen z pouh® libovơle vl§dy. 

25This is a simplified exposition to one of the theories explaining permanent budget deficits, based on the instability of governments (Alesina and 
Tabellini (1990)). Other hypotheses are based on the strategic use of debt to restrict the policy choices of future governments (Persson and Svensson 
(1989)), intergenerational redistribution (Cukierman and Meltzer (1989)), or conflict inside the government coalition over the distribution of spending 
cuts across electoral groups (Alesina and Drazen (1991)). 

26Unexpected inflation and, new subsidies from the EU, among others.  The government may increase the expenditures at its own discretion by a very 
small amount. 
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5.5 procent vĩdajơ rozpoĽtu! Jedn§ se o roky rychl®ho 
rơstu, kdy oĽek§van® pƏ²jmy byly vyĢĢ² neĤ vĩdaje 
pƏedurĽen® v r§mc²ch. PƏebyteĽn® pƏ²jmy nebyly 
pouĤity na sn²Ĥen² dluhu, ale na dodateĽn® vĩdaje bez 
respektu k r§mcơm. R§mce tak nedok§zaly stanovit 
skuteĽnĩ strop vĩdajơm. Dok§zaly zƏejmř omezit 
zvyĢov§n² deficitu v n§sleduj²c²ch letech, kdy pƏ²jmy 
nedovolovaly pokrýt výdaje v rámcích. 

billion above the allowable adjustments, or 2.5 and 5.5 
percent of total expenditures! The country was experiencing 
rapid economic growth and the expected revenues generously 
exceeded the expenditures set forth in the frameworks. The 
extra revenues were not used for reducing the debt but for 
additional spending in excess of the framework. The 
frameworks thus were not effective in imposing a tight lid on 
spending. They probably did help to limit the growth of 
deficits in the subsequent years when the revenues were 
insufficient to cover the expenditures in the frameworks. 

TABULKA 1: SCHVÁLENÉ VÝDAJOVÉ RÁMCE, 

ROZPOļTY, A ÚPRAVY, V MILIARDćCH Kļ, 2006-

2010 

TABLE 1: APPROVED EXPENDITURE FRAMEWORKS, 

BUDGETS, AND ADJUSTMENTS IN CZK BILLION, 2006-

2010 

  2006 2007 2008 2009 2010 

RÁMEC T-1 - CENTRÁLNÍ VLÁDA* 

FRAMEWORK T-1 ð CENTRAL GOVERNMENT* 988.6 987.6 1088.7 1100.9 1126.5 

            

RÁMEC T - CENTRÁLNÍ VLÁDA* 

FRAMEWORK T ð CENTRAL GOVERNMENT* 1038.9 1131.5 1215.1 1241.9 1295.2 

ZMŘNA 

CHANGE 50.3 143.9 126.4 141.0 168.7 

POVOLENÉ ÚPRAVY 

ALLOWABLE ADJUSTMENT 26.0 87.3 141.0 141.0 169.5 

ZMŘNA NAD RćMEC đPRAV 

CHANGE IN EXCESS OF ALLOWABLE ADJUSTMENT 24.3 56.6 -14.6 0.0 -0.8 

            

RÁMEC T - ROZPOļET** 

FRAMEWORK T ð BUDGET** 949.2 1030.4 1100.1 1145.5 1178.3 

            

ROZPOļET T ð SCHVÁLENÝ 

BUDGET T ð APPROVED 958.8 1040.8 1107.3 1152.1 1184.9 

ROZPOļET T - SROVNATELNÝ S RÁMCEM 

BUDGET T ð COMPARABLE 944.8 1026.8 1097.0 1142.4 1175.2 

 

Zdroje: 
Vĩdajov® r§mce schv§len® usnesen²mi Poslaneck® snřmovny 2004-2009 
Dơvodov® zpr§vy k n§vrhơm z§konơ o st§tn²m rozpoĽtu, 2006-2010 
Z§kony o st§tn²m rozpoĽtu 2006-2010 
* zahrnuje vĩdaje st§tn²ho rozpoĽtu (vyjma nřkterĩch poloĤek) a st§tn²ch 
fondơ 
** zahrnuje vĩdaje st§tn²ho rozpoĽtu (vyjma nřkterĩch poloĤek) 

Sources:    
Expenditure frameworks approved by the House of Representatives, 2004-2009 
Explanatory memoranda to the Budget Act drafts, 2006-2010 
Budget Acts, 2006-2010 
* includes the expenditures of the state budget (except certain items) and the state 
funds  
** includes the expenditures of the state budget (except certain items) 

 

ProĽ r§mce nefunguj², jak by mřly?  

Á Stanovují pravidlo, ale chybí konkrétní sankce 
za jeho poruĢen².  

Á Zatím se nikdo nepokusil je vynutit. Dle 
naĢeho n§zoru je posuzov§n² z§konnosti 
rozpoĽtu, tj. zejm®na zda byl pƏijat v souladu se 

 

Why do the frameworks not work the way they were 
supposed to?  

Á They set a rule without a specific sanction for violating it.  

Á No one attempted to enforce them so far. In our opinion 
the legality of the budget and the legality of the process 
through which the budget was approved should be 
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zákonnou procedurou, zásadním tématem pro 
Ústavní soud.27  RozpoĽty na roky 2006 a 2007 
byly zjevnř pƏijaty v rozporu s rozpoĽtovĩmi 
pravidly. 

Á Nejsou dostateĽnř transparentn². R§mce a 
vĩdaje v rozpoĽtu nezahrnuj² zcela stejn® 
vĩdaje, povolen® zmřny v r§mc²ch jsou 
ăschov§nyò hluboko v dokumentaci k 
rozpoĽtu, takĤe porovn§n² vĩdajơ rozpoĽtu s 
r§mci a povolenĩmi odchylkami vyĤaduje 
titřrn® hled§n² napƏ²Ľ nřkolika pƏ²lohami 
z§kona o st§tn²m rozpoĽtu.28  Tabulka 1 tuto 
netransparentnost ilustruje.29 

Á Ned§vaj² ministru financ² Ľi premi®rovi 
dostateĽnř silnou vĩchoz² pozici pƏi pƏ²pravř 
rozpoĽtu. 

evaluated by the Constitutional Court.30  The budgets for 
2006 and 2007 were approved in clear violation of the 
budgetary procedure prescribed by the law.  

Á They are not sufficiently transparent. The frameworks do 
not include exactly the same expenditures as the budgets 
do; the information on the allowable adjustments is 
òhiddenó deep in the explanatory memoranda to the 
budget proposal; comparing the expenditures in the 
budget with the frameworks and the allowable 
adjustments hence requires tedious search through 
numerous files in the budget documentation.31  Table 1 
illustrates this lack of transparency.32 

Á They do not give the finance minister or the prime 
minister sufficient bargaining power during the budget 
preparation. 
 

3.3. APLIKACE: REFORM A VĨDAJOVĨCH RćMCƠ 3.3. APPLICATION: IMPROVING THE EXPEND ITURE 

FRAMEWORKS 

Z třchto slabin vych§z² n§Ģ n§vrh na zmřnu 
rozpoĽtovĩch r§mcơ. Jeho hlavn²m principem je, Ĥe 
vl§dn² koalice si stanov² vĩdaje rozpoĽtu na cel® 4 roky 
sv®ho vl§dnut², takto pƏedurĽen® výdaje budou mít 
konkr®tnřjĢ² pr§vn² dơsledky, a v syst®mu budou 
posíleny samokontrolní mechanismy vynucující jejich 
respektování: 

1. Vládní koalice vzniklá z voleb pƏiprav² detailn² 
rozpoĽet na 1. rok vl§dnut² a z§roveƀ vĩdajovĩ r§mec 
na 2. aĤ 4. rok.  PƏi schvalov§n² prvn²ho rozpoĽtu se 
schv§l² jak rozpoĽet na 1. rok, tak i celkov® vĩdaje na 2. 
aĤ. 4. rok.  

2. Celkové výdaje schválené v r§mc²ch na 2. aĤ 4. 

Our proposal for reforming the frameworks tries to eliminate 
the above weaknesses. The key element is that the 
government coalition would set the total expenditures for the 
entire four years of its term in office, such pre-set 
expenditures would have binding consequences, and the self-
enforcement mechanisms within the budgetary procedures 
will be strengthened: 

1. The new post-election government will prepare a detailed 
budget for the 1st year of its term in office as well as the 
expenditure framework for the 2nd through 4th years. The 
budget for the 1st year will be approved jointly with the 
expenditure framework for the 2nd through 4th years.   

2. Total expenditures, as stated in the framework for the 

                                                      

27PƏedchoz² rozhodnut² đstavn²ho soudu, zejm®na zruĢen² jednoho z poslaneckĩch ăpƏ²lepkơò, tuto moĤnost otev²raj² (usnesen² đstavn²ho soudu 
77/06). đstavn² soud se pƏihl§sil k principu, Ĥe ărozhodnut² veƏejnĩch org§nơ (vĽetnř pƏijet² z§kona parlamentem) mus² bĩt v souladu se zákonnou 
procedurou, jinak je nez§konn®.ò NedodrĤov§n² vĩdajovĩch r§mcơ je v urĽit®m smřru jednoznaĽnřjĢ²m pƏ²padem ð zat²mco u poslaneckĩch pƏ²lepkơ 
byla poruĢen§ legislativn² pravidla dovozen§ interpretac² obecnĩch a abstraktn²ch ustanoven² đstavy, zde v procesu pƏ²pravy z§kona o st§tn²m 
rozpoĽtu bylo poruĢeno velmi konkr®tn² legislativn² pravidlo definovan® z§konem (§8a, odst. 3 z§kona 218/2000Sb. o rozpoĽtovĩch pravidlech). 

28Vĩdaje obsaĤen® ve v²celet®m r§mci nezahrnuj² vĩdaje na realizaci st§tn²ch z§ruk vzniklĩch pƏed rokem 2004 a na n§vratn® finanĽn² vĩpomoci. Kdo 
chce zjistit, zda rozpoĽtov§ pravidla jsou dodrĤovan§, nemơĤe prostř porovnat vĩdaje v rámci s výdaji v rozpoĽtu, ale mus² dohledat tyto konkr®tn² 
poloĤky a pƏiĽ²st je k rámci. Tabulka 1 ukazuje rozd²ly mezi r§mcem na aktu§ln² rok pro vĩdaje cel® centr§ln² vl§dy (vĽetnř st§tn²ch fondơ), r§mcem 
pro samotnĩ st§tn² rozpoĽet, skuteĽnĩm rozpoĽtem, a rozpoĽtem upravenĩm o urĽit® vĩdajov® poloĤky tak, aby byl srovnatelnĩ se schv§leným 
rámcem. 

29Viz Sedmihradsk§ (2007) pro detailnřjĢ² popis diskrepanc² mezi r§mci a rozpoĽtem a alternativn²ch metodik ¼Ľtov§n². 

30Prior rulings of the Constitutional Court that struck down the legislative ăwild ridersò indicate strongly that the budgets passed in violation of the 
budgetary procedures would be deemed unconstitutional (namely the ruling 77/06). The Constitutional Court applied the principle that ădecisions by 
public authorities (including the approval of laws by the Parliament) must be made in accordance with the legal procedure, otherwise it is 
illegal.òViolation of the expenditure frameworks is in a sense a clearer case ð while in the case of òwild ridersó the procedural rules that were violated 
were deduced by interpretation of general and abstract provisions of the Constitution, here the rule that was violated is specifically defined by the 
code (§8a, section 3 of the Budgetary Procedures Act 218/2000Sb). 

31Expenditures covered by the framework do not include expenditures on government guarantees granted before 2004 and on the so-called returnable 
financial aid. In order to check whether the budgetary procedures were obeyed one cannot simply compare the expenditures in the framework with 
the expenditures in the budget but has to locate these particular spending items and add them to the framework. Table 1 illustrates the differences 
between the framework for the current year for the entire expenditure of the central government (which includes off-budgetary state funds), the 
framework for the budget itself, the actual budget, and the budget adjust for certain expenditure items such that it should be comparable with the 
framework. 

32See Sedmihradská (2007) for a more detailed account of the discrepancies between the frameworks and the budget and alternative accounting 
methods. 



16 

 

rokz§roveƀ znamenaj² pr§vnř z§vaznĩ objem vĩdajơ na 
tyto roky. PƏi schvalov§n² rozpoĽtơ na 2. aĤ 4. rok je 
moĤn® schv§lit jin® celkov® vĩdaje (za pƏedem danĩch 
omezen², viz n²Ĥe), ale pokud k tomu nedojde, platí 
vĩdaje schv§len® jiĤ v prvním roce.  

3. PƏi pƏ²pravř rozpoĽtu na 2., 3. a 4. rok m§ vl§da 
dvř moĤnosti:  

a. Pokud si pƏeje ponechat celkov® vĩdaje schválené 
v prvn²m roce, pƏiprav² pouze n§vrh na jejich rozdřlen² 
dle kapitol. O celkov® vĩĢi vĩdajơ se tak jiĤ nehlasuje 
(tj. odpad§ dneĢn² prvn² Ľten² k návrhu zákona o 
st§tn²m rozpoĽtu) 

b. Pokud m§ vl§da dơvod ke zmřnř celkovĩch vĩdajơ, 
pƏedloĤ² n§vrh na odchylku od vĩdajơ schv§lenĩch jiĤ 
v prvn²m roce. PƏedmřtem n§vrhu i hlasov§n² 
Snřmovny o rozpoĽtu v prvn²m Ľten² by byla pouze 
odchylka od vĩdajơ schv§lenĩch v prvním roce, nikoli 
tedy celkovĩ objem vĩdajơ.33 V dalĢ²ch Ľten²ch projedn§ 
Snřmovna rozdřlen² rozpoĽtu podle kapitol, tak jak je 
tomu jako dnes.  

4. Odchylky od vĩdajơ schv§lenĩch v prvním roce by 
smřly zohledƀovat: 

a. PƏ²jmy z rozpoĽtu EU, neoĽek§vanou inflaci a 
vĩdaje na mimoƏ§dn® situace (napƏ. vojensk® mise, 
obnova Ģkod po velkĩch pƏ²rodn²ch katastrofách), tedy 
stejn® faktory jak® dovoluj² dneĢn² r§mce. 

b. Prostor pro diskreĽn² zmřnu ze strany vl§dy. Ten je 
v souĽasnosti de facto 3 promile vĩdajơ.34 Navrhujeme 
dovolenou míru diskrece svázat s hospod§Əskĩm 
cyklem ð udřlat ji volnřjĢ² v Ľasech recese Ľi n²zk®ho 
hospod§Əsk®ho rơstu, aby vl§da mřla moĤnost prov®st 
urĽitou fisk§ln² expanzi, ale striktnřjĢ² v dobách 
vysok®ho rơstu, aby vl§da ani diskreĽnř nemohla 
navyĢovat vĩdaje v dobách, kdy procyklická expanze 
vĩdajơ je jednoznaĽnř neĤ§douc². Prostor pro diskreci 
by mohl bĩt 1 promile vĩdajơ pƏi oĽek§van®m rơstu 3 
procenta, a zvyĢoval by se o 2 promile za kaĤd® sn²Ĥen² 
rơstu o jeden procentn² bod. PƏi rơstu 4 procenta a 
vyĢĢ²m by vl§da nesmřla navrhnout diskreĽn² odchylku 
zvyĢuj²c² vĩdaje.  

5. Odchylky a jejich zdơvodnřn² mus² bĩt 
transparentn². ăVyĽ²slen²ò odchylek v poloĤku po 
poloĤce by nemřlo bĩt schov§no kdesi v hloubi 
dơvodov® zpr§vy, ale mřlo bĩt souĽ§st² samotn®ho 
textu n§vrhu vl§dy a n§sledn®ho usnesen² Snřmovny.  

6 Objem vĩdajơ schv§lenĩ v 1. roce na 2. aĤ 4. 

2nd through 4th years will constitute legally binding total 
expenditures for those years. When approving the budget for 
the 2nd, 3rd, and 4th years, it will be possible to adjust the 
expenditures (subject to certain constraints described below). 
If no such adjustments are made, the total expenditures set in 
the 1st year come into force.  

3. The government has two options when preparing the 
budget for the 2nd, 3rd, and 4th year:  

a. If it wishes to keep the total expenditures at the level that 
was pre-set in the 1st year, if would prepare only the proposal 
for allocating them across spending items. The total 
expenditure would not be voted on again (that is, the current 
first reading of the budget proposal in the House would not 
occur).  

b. If the government wishes to adjust the total expenditures 
it will submit a proposal for a deviation from the 
expenditures that were pre-set in the first year. The issue to 
be voted on by the House during the first reading of the 
budget would be the deviation only, not the total 
expenditure.36  The House would debate and approve the 
allocation of expenditures in the subsequent readings, like 
today.  

4. The deviations could reflect only: 

a. Revenues from the EU, unexpected inflation and 
expenditures on unexpected emergencies (e.g., military 
missions, damages from large natural disasters) ð essentially 
the same factors allowed by the current frameworks. 

b. A limited increase at the governmentõs discretion. It is 
now capped at 3 permille.37  We suggest to tie the allowable 
discretion to the business cycle, making it looser in the times 
of recession such that the government would have some 
room for fiscal expansion, and more restrictive in the times 
of growth, such that the government could not discretionarily 
raise expenditures at the times when a pro-cyclical spending is 
clearly undesirable. The allowable discretionary increase could 
be 1 permille when the expected GDP growth is 3 percent, 
and would increase by 2 permille for each 1-percent reduction 
in GDP growth. No discretionary increase would be allowed 
if the GDP growth were to be 4 percent or greater.  

5. The deviations and their justification must be 
transparent. The òaccountingó of deviations item-by-item 
cannot be hidden in the attachments to the budget proposal 
but should be placed upright in the proposal that is voted on.  

6. The expenditure categories that are pre-set for the 2nd, 
3rd, and 4th year must include the same categories that are 
later included in the detailed annual budgets. That way, the 

                                                      

33Ten by byl automatickĩm souĽtem vĩdajơ schv§lenĩch v prvním roce a aktuální odchylky.  

34PƏi prvn² ¼pravř r§mce je moĤn® zvĩĢen² o 2 promile, pƏi ¼pravř na aktu§ln² rozpoĽtovĩ rok uĤ jen 1 promile. 

36The total expenditure would automatically be given as the expenditures pre-approved in the first year plus the deviation. 

37The allowable discretionary increase is 2 permille for the first adjustment of the framework, and it is 1 permille for the adjustment for the current 
budget year. 
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rokmus² zahrnovat stejn® kategorie vĩdajơ, kter® jsou 
n§slednř obsaĤeny v detailn²ch roĽn²ch rozpoĽtech. 
D²ky tomu budou m²t z§konod§rci i voliĽi moĤnost 
jednoduĢe porovnat dvř Ľ²sla a udřlat si obr§zek, o 
kolik se navyĢuj² vĩdaje oproti pơvodnř schv§lenĩm, a 
zda vl§da povolen® odchylky nepƏekraĽuje. To je 
podstatný krok k vyĢĢ² transparentnosti rozpoĽtu oproti 
dneĢn² praxi. 

N§vrh je inspirov§n nizozemskĩmi rozpoĽtovĩmi 
pravidly, kter§ jsou Ľasto d§v§na za vzor.35 Zejména 
proto, Ĥe skuteĽnř funguj² ð byla zavedena pƏi radik§ln² 
fiskální konsolidaci v roce 1994 a od té doby se 
Nizozem² daƏ² stabilizovat vĩdaje a sniĤovat dluh. 

legislators and voters will be able to simply compare two 
numbers and get a picture of by how much the expenditures 
deviate from the pre-approved expenditures and whether the 
government obeys the allowable increase. This is a fairly 
major improvement in the budgetõs transparency compared 
to the current practice. 

Our proposal is inspired by the Dutch fiscal framework 
which is frequently being portrayed as a role model  namely 
because it seems to be working.38 It took its current shape 
during a radical fiscal consolidation in 1994 and the 
Netherlands have succeeded in stabilizing the expenditures 
are reducing the debt since then. 

 

3.4. V ļEM SPOļĊVć HLAVNĊ PƎĊNOS NAġEHO 

NÁVRHU?  

3.4. WHAT ARE THE MAIN ADVANTAGES OF O UR 

PROPOSAL?  

1. Prosazuje vyĢĢ² transparenci. Vĩdajovĩm r§mcơm dnes 
m®dia ani z§konod§rci samotn² nevřnuj² velkou 
pozornost, nejsou srozumiteln®, je obt²Ĥn® posoudit, 
zda jsou dodrĤov§ny. Do pƏ²padn®ho zpochybƀov§n² 
zmřn r§mcơ (jakkoli legitimn²ho) uĤ se nikdo nepouĢt². 
V naĢem n§vrhu se odchylky od vĩdajơ schv§lenĩch 
v prvn²m roce st§vaj² kl²Ľovĩm parametrem 
kaĤdoroĽn²ch rozpoĽtơ. Jsou prezentov§ny 
transparentnř, dodrĤov§n² povolenĩch odchylek je 
snáze kontrolovatelné.  

2. ZuĤuje kaĤdoroĽn² rozhodov§n². Po pƏedbřĤn®m 
schv§len² celkovĩch vĩdajơ na 4 roky dopƏedu se v§ha 
kaĤdoroĽn²ho rozhodov§n² o rozpoĽtu pƏesouv§: Od 
ot§zek typu ăSchv§l²me vĩdaje 1100 nebo 1200 
miliard?ò k ot§zk§m typu ăOdchĩl²me se od pƏedem 
schv§len®ho rozpoĽtu o 15 nebo 20 miliard? Jsou 
navrĤen® odchylky v souladu se z§konem?ò 

3. Posiluje pr§vn² vĩznam r§mcơ. Nyn² pƏedstavuj² jen 
orientaĽn² Ľ²slo ð vĩdaje, kter® by vl§da mřla 
navrhnout. KaĤdĩ rok je nutno explicitnř schv§lit novĩ 
rozpoĽet s novĩm objemem vĩdajơ. To ale má za 
dơsledek, Ĥe i kdyĤ vl§da mơĤe m²t dlouhodobou 
strategii omezov§n² vĩdajơ uz§konřnou ve vĩdajovĩch 
rámcích, z roku na rok se nanovo otevírá boj o 
konkr®tn² vĩdaje, ve kter®m se vl§da jako celek Ľi 
ministr financ² nemaj² o co opƏ²t. KaĤdĩ ministr by 
chtřl v²ce pro svơj resort, kaĤdĩ poslanec by chtřl v²ce 
pro konkr®tn² projekty ve sv®m obvodř. Ministr financ² 
Ľi premi®r, i kdyby mřli upƏ²mnou snahu tento pƏ²val 
poĤadavkơ zredukovat na sumu pƏedem urĽenou 
r§mcem, jsou ve slab® pozici. Odm²t§n²m pƏistoupit na 
ăkonsensusò spoĽ²vaj²c² v uspokojen² vĢech poĤadavkơ 
riskuj², Ĥe rozpoĽet schv§len nebude a nastane 
rozpoĽtov® provizorium. To s sebou nese konkrétní 
dơsledky pro samotn® vĩdaje a hlavnř negativn² stigma, 

1. Imposes greater transparency. Neither the media nor the 
legislators pay much attention to the expenditure frameworks 
today; they seem to be an incomprehensible technical detail. 
Nobody attempts to challenge the legality of adjustments in 
the frameworks. In our proposal the deviation from the 
expenditures pre-set in the first year becomes the key 
parameter of the annual budget. It is presented in a 
transparent manner and adherence to the allowable deviation 
is easily verifiable.  

2. Narrows down the issue to be voted on each year. Once the 
expenditures for the upcoming 4 years are pre-set, the focus 
of the annual budgetary politics shifts: From questions of the 
kind òshall we approve 1100 or 1200 billion?ó to òshall we 
deviate from the pre-set budget by 15 or 20 billion? Are the 
proposed deviations within the allowed limits?ó 

3. Increases the legal significance of the frameworks. Today, they do 
not mean much more than a mere guideline ð a number that 
the government should propose as the total expenditures. But 
the new budget with a new total expenditure has to be 
explicitly approved every year.  As a consequence, a new 
political battle over the size of the budget opens up every 
year, despite the fact that the government might have had a 
long-term strategy for capping the expenditures legislated in 
the frameworks. In such a battle the prime minister and the 
finance minister are in a weak position. Every minister wants 
more money for his chapters; every member of parliament 
wants more money for specific projects in his district. If the 
prime minister or the finance minister refuses to give in to 
the excessive spending requests and insist on sticking to the 
framework, they risk that the budget would not be approved 
and the provisional budget would come into force. That 
implies consequences for the actual expenditures, and, more 
importantly, carries a negative connotation that the 
government is malfunctioning. Our proposal changes the 
game ð the total expenditures were already approved in the 

                                                      

35OECD (2002), IMF (2001). Pro popis nizozemsk®ho rozpoĽtov®ho procesu viz Bos (2007).  

38OECD (2002), IMF (2001). For a description of the Dutch fiscal procedures see Bos (2007). 
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Ĥe vl§da funguje Ģpatnř. V naĢem n§vrhu se situace 
mřn² ð celkov® vĩdaje byly skuteĽnř schv§leny pƏed 
rokem aĤ tƏemi lety. Ministr financ² Ľi premi®r mohou 
n§tlak na vyĢĢ² vĩdaje sn§ze odm²tnout s poukazem, Ĥe 
pƏi chybřj²c² shodř ani nen² tƏeba navrhovat celkov® 
rozpoĽtov® vĩdaje ð budou platit ty schválené 
v minulosti, a n§vrh rozpoĽtu ăpo poloĤk§chò se do 
nich jiĤ vej²t prostř mus². T²mto je do rozpoĽtovĩch 
pravidel zabudován samovynucovací mechanismus, 
posiluj²c² jejich dodrĤov§n² ăzevnitƏò.  

4. ZnaĽnř mřn² faktickĩ vĩznam rozpoĽtov®ho provizoria.39 
SkuteĽn® provizorium, jak ho zn§me dnes, by mohlo 
nastat jen pƏi neschv§len² prvn²ho rozpoĽtu nov® vl§dy. 
V dalĢ²ch letech uĤ nemơĤe nastat situace, kdy nejsou 
schv§leny celkov® vĩdaje, byƗ nad§le mơĤe nastat 
situace, Ĥe nejsou schv§leny jednotliv® kapitoly. V tom 
pƏ²padř by automaticky zaĽal platit rozpoĽet, ve kter®m 
celkov® vĩdaje jsou rovny vĩdajơm schv§lenĩm 
v prvn²m roce, a do jednotlivĩch kapitol by se rozdřlily 
ve stejn®m pomřru jako v rozpoĽtu pƏedchoz²m. 

5. Nut² vl§du i Snřmovnu v²ce uvaĤovat v dlouhodobém 
horizontu. RozpoĽet na prvn² rok nov® vl§dy bude 
kl²Ľovĩ. PƏedurĽ² mantinely, od kterĩch v dalĢ²ch tƏech 
letech bude obt²Ĥn® Ľi zcela nemoĤn® se odchĩlit. Tyto 
mantinely mohou pos²lit discipl²nu pƏi hlasov§n² o 
z§konech, kter® pƏedurĽuj² mandatorní výdaje. 
Zákonodárci budou nuceni hlasovat s vřdom²m, Ĥe 
schv§len² vyĢĢ²ch mandatorn²ch vĩdajơ bude t®mřƏ 
automaticky znamenat kr§cen² jinĩch vĩdajơ (alespoƀ v 
dan®m volebn²m obdob²), nikoli navyĢov§n² celkovĩch 
vĩdajơ a rozpoĽtov®ho deficitu.  

Navrhovan® zmřny samozƏejmř nejsou vĢel®kem, kterĩ 
jednou provĤdy nastol² dlouhodobř vyrovnan® 
rozpoĽty. RozpoĽtovĩ proces bude vĤdy třĤkĩm bojem 
mezi odpovřdnou a populistickou politikou. PƏimřt 
politiky, aby dodrĤovali vlastn² pravidla, je vĤdy 
obt²Ĥn®. Pokud se 90% ministrơ i poslancơ shodne na 
tom, Ĥe se bude utr§cet o sto Ģest, z§konn§ omezen² je 
sotva zastav². Striktn² ĽtyƏlet® r§mce ale posiluj² pozici 
třch akt®rơ, kteƏ² pravidla dodrĤovat chtřj². D²ky nim 
mơĤe m²t vl§da dơvřru, Ĥe pokud na zaĽ§tku volebního 
obdob² pƏiprav² v²celetĩ pl§n na sniĤov§n² deficitu, 
bude schopna se ho n§slednř drĤet. A d§vaj² politikơm 
pƏi hlasov§n² o vĩdaj²ch silnřji poc²tit, Ĥe nic nen² 
zadarmo.  

 

past. The prime minister or the finance minister may refuse 
the pressure on expenditures by simply pointing out that if 
there is no agreement, there need not even be a new proposal 
on total expenditures. The pre-set expenditures will come 
into force, and the allocation of expenditures across items will 
have to fit in. A new self-enforcing mechanism is thus built 
into the rules.  

4. Radically alters the factual meaning of the provisional budget.40  
The truly provisional budget, as conceived today, could only 
be triggered if the first budget of the new government were 
not approved. In the subsequent years, it cannot happen (by 
construction) that the total expenditures are not approved, 
though it still may happen the allocation of expenditures is 
not approved. In such a situation, a default budget would 
come into force, in which the total expenditures are equal to 
the expenditures that were pre-set in the framework, and they 
would be allocated across items in the same proportion as in 
the previous yearõs budget.  

5. Induces the government and the House to think more in a long-term 
horizon. The budget for the first year of a new government 
will be absolutely crucial. It will set binding caps which will be 
quite difficult to exceed and will be conductive to fiscal 
discipline when it comes to voting on laws that define 
entitlement expenditures. When approving more generous 
entitlement expenditures the legislators will be forced to 
realize that doing so will almost automatically require cutting 
other expenditures (at least during the current electoral term) 
instead of raising the total expenditures or the budget deficit.  

Realistically, the changes we propose are not a panacea that 
would guarantee balanced budgets once-and-for-all. The 
budgetary process will always be a tug of war between 
responsible and populist policies. It is always difficult to 
restrain politicians so that they abide by their own rules.  If 90 
percent of the ministers and members of parliament come to 
an agreement to open the floodgates of spending, any legal 
and procedural limits will hardly stop them. The strict four-
year frameworks should, however, strengthen the position of 
those actors in the budgetary process who want to obey the 
rules. The government can be more confident that if it 
prepares a plan to cut the budget deficit during its term in 
office it will also be able to stick to it. And they make 
legislators perceive more strongly that when it comes to more 
spending, there is no such thing as a free lunch.  

                                                      

39RozpoĽtov® provizorium nast§v§, kdyĤ na zaĽ§tku kalend§Ən²ho roku nen² schv§len novĩ rozpoĽet. 

40The provisional budget comes into force when the calendar year begins and the budget has not been approved. 
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4.  VÝDAJE 4.  EXPENDITURES  

4.1. VODÍTKO PRO SNIģOVćNĊ VĨDAJƠ 4.1. RULES OF THUMB FOR CUTTING EXPENDIT URES  

Úpravy na výdajové stránce budou pro dlouhodobou 
rozpoĽtovou k§zeƀ nejdơleĤitřjĢ². ZkuĢenosti 
evropských zemí z posledn²ch 20 let ukazuj², Ĥe fisk§ln² 
konsolidace spoĽ²vaj²c² pƏev§Ĥnř v redukci vĩdajơ maj² 
trvalejĢ² efekty neĤ konsolidace spoĽ²vaj²c² pƏev§Ĥnř ve 
zvyĢov§n² dan².41 

Sn²Ĥen² deficitu ale nemơĤe bĩt vod²tkem pƏi 
rozhodov§n² o konkr®tn²ch vĩdajovĩch Ģkrtech ð to by 
znamenalo sniĤovat prioritnř ty vĩdaje, kter® jsou 
vysok®. Ekonomicky racion§lnřjĢ²m principem je 
sniĤovat prioritnř ty vĩdaje, kter® jsou zbyteĽn® a 
neefektivn². Sn²Ĥen² deficitu nechƗ je jen motivem ke 
sniĤov§n² vĩdajơ, kter® by bylo Ĥ§douc² sniĤovat tak 
jako tak:  

Á Vĩdaje, kter® nepln² zamĩĢlenĩ c²l 

Á Výdaje nadbyteĽn®, kdy stejn®ho c²le 

mơĤeme dos§hnout pƏi niĤĢ²ch vĩdaj²ch 

Á Neefektivní výdaje, kdy hodnota, kterou 

vytv§Ə², je zjevnř niĤĢ² neĤ n§klady 

Postupovat t²mto zpơsobem znamen§ systematicky 
vyhodnocovat dopady a dơsledky jednotlivĩch 
vĩdajovĩch programơ a hledat efektivnřjĢ² alternativy. 
U st§vaj²c²ch vĩdajovĩch programơ bohuĤel podobn§ 
hodnocen², zejm®na ze strany samotn® vl§dy, vřtĢinou 
chybí. 

 

Adjustments on the expenditures side are crucial for a 
sustainable fiscal policy. The experience of the European 
countries during the past 20 years demonstrate that fiscal 
consolidations relying primarily on reducing spending have 
longer lasting effects than consolidations relying primarily on 
raising taxes.42 

However, reducing the budget deficit cannot be the sole 
objective when choosing particular expenditure cuts. That 
would require cutting primarily those expenditures that are 
large. An economically more justified objective is to cut 
primarily those expenditures that are useless and inefficient. 
Let the deficit be merely the driving force for cutting 
expenditures that should be cut in either case:  

Á Expenditures on programs that do not fulfill their 
stated objective 

Á Redundant expenditures, when the objectives of a 
given program can be achieved at lower costs 

Á Inefficient expenditures, when the value they create 
is clearly lower than the costs 

Proceeding this way requires a systematic evaluation of the 
effects of individual spending programs and an on-going 
search for more efficient alternatives. Such evaluations are 
missing for most current spending programs. 

4.2. APLIKACE: STAVEBNĊ SPOƎENĊ 4.2. APPLICATION: BU ILDING SAVINGS  

Stavebn² spoƏen² zde prezentujeme jako n§zornou 
ukázku velmi problematického výdaje. Jeho podpora 
bude letos st§t daƀov® poplatn²ky 13.5 miliardy korun, 
tedy pƏes 8% rozpoĽtov®ho deficitu. V dobř jeho 
vzniku na poĽ§tku 90-tých let byly jeho deklarovanými 
c²li zpƏ²stupnřn² ¼vřrơ na bydlen² v dobř, kdy hypot®ky 
neexistovaly, a podpora v²celet®ho spoƏen² jako 
takového. 

Nevíme, nakolik tyto cíle stavebn² spoƏen² vơbec kdy 
plnilo. NepodaƏilo se n§m naj²t fundovanou 
ekonomickou studii, která by vyhodnotila jeho 
dopady.43 Utr§c²me tak kaĤdĩ rok pƏes 10 miliard 

We chose the building savings as an example of a particularly 
problematic spending program. Subsidies to the building 
savings accounts will cost taxpayers CZK 13.5 billion in 2010, 
or about 8% of the budget deficit. When the program was 
introduced in the early 1990õs, its stated goals were to increase 
the availability of credit to finance the purchase or renovation 
of housing at a time when mortgages were non-existent, and 
to encourage longer-term savings as such. 

We do not know to what extent the building savings program 
ever succeeded to accomplish its stated goals. We were not 
able to locate a single scientific evaluation of its effects.52 The 
government has been spending over CZK 10 billion each 

                                                      

41Von Hagen, Hallet a Strauch (2001) 

42Von Hagen, Hallet and Strauch (2001) 

43Pouze Sunega (2005) zkoum§ m²ru nerovnosti pƏ²jmov®ho rozdřlen² rơznĩch n§strojơ bytov® politiky, vĽetnř odpoĽtu ¼rokơ z ¼vřrơ na bydlen²; 
data vĢak nedovolila oddřlit odpoĽty ¼rokơ z hypot®k od ¼rokơ z ¼vřrơ ze stavebn²ho spoƏen².  
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korun, aniĤ bychom vřdřli, do jak® m²ry za tyto pen²ze 
nřco z²sk§v§me. SamozƏejmř dopad stavebn²ho spoƏen² 
na ¼spory dom§cnost² nelze mřƏit hodnotou vkladơ u 
stavebn²ch spoƏitelen, protoĤe mnoho dom§cnost² by 
spoƏilo stejn® nebo niĤĢ² Ľ§stky, pouze v jiných 
finanĽn²ch produktech.  

V dneĢn² dobř jiĤ dotace stavebn²ho spoƏen² pln² 
pơvodn² ¼Ľely jen minim§lnř. Pro vřtĢinu dom§cnost² 
má nulový vliv na jejich úspory. Díky tzv. 
pƏeklenovac²m ¼vřrơm Ľ§st st§tn²ch podpor dokonce 
nedotuje spoƏen², ale jeho pravĩ opak ð Ľist® ¼vřry, 
kter® klienti dost§vaj², aniĤ by museli pƏedem spoƏit. M§ 
neĤ§douc² dopady na rozdřlen² pƏ²jmơ ð nejvřtĢ²m 
pƏ²jemcem podpory jsou dom§cnosti s vyĢĢ²mi pƏ²jmy. 

Existence třchto neĤ§douc²ch efektơ je tuĢena Ľi 
pƏizn§v§na veƏejnost² i politiky.44 Odpovřdn§ politick§ 
rozhodnut² lze ale sotva uĽinit, pokud nem§me 
k dispozici Ĥ§dnou informaci o jejich empirickém 
vĩznamu. Odhadli jsme proto jedno moĤn® mřƏ²tko 
efektivnosti podpory stavebn²ho spoƏen² ð procento 
vĩdajơ na st§tn² podpory, kter® ve sv®m dơsledku m§ 
nulový vliv na úspory domácností nebo je dokonce 
podnřcuje k vyĢĢ²m pơjĽk§m.45 

Odhad vychází ze standardní mikroekonomické teorie 
vlivu daní a dotací na úspory domácností.46 Podpora 
spoƏen² zvyĢuje ¼rokovĩ vĩnos. Ale jej² vĩĢe je omezena 
na vklady do 20000 KĽ. Dom§cnosti tak lze rozliĢit na 
dvř skupiny: ty, kter® tak jako tak hodlaj² spoƏit v²ce 
neĤ roĽn² limit, a ty, kter® hodlaj² spoƏit m®nř. 
Domácnosti v prvn² skupinř nejprve vyuĤij² 
v maxim§ln² moĤn® m²Əe stavebn² spoƏen², a zbĩvaj²c² 
úspory investují v jiném (nedotovaném) produktu. 
Rozhodov§n², zda se vyplat² spoƏit v²ce, nen² podporou 
ovlivnřno, a zvolen® ¼rovnř c²lovĩch ¼spor dom§cnost 
dos§hne pƏi niĤĢ²ch spl§tk§ch. Jedinĩ podstatnĩ efekt je 
pƏerozdřlen² 3000 KĽ ve prospřch třchto dom§cnost². 
Jsou-li úroky z ¼vřrơ dostateĽnř n²zk®, mơĤe bĩt pro 
domácnosti dokonce výhodné vzít si úvřr a z§roveƀ 
zaloĤit stavebn² spoƏen². I v tomto pƏ²padř dom§cnost 
pouze maximalizuje státní dotaci, která nemá vliv na její 
¼spory. Pouze u dom§cnost², kter® hodlaj² spoƏit m®nř 
neĤ maxim§ln² roĽn² limit, existuje moĤnost, Ĥe na vyĢĢ² 
¼rok zareaguj² vyĢĢ²mi ¼sporami, neboƗ se prostř v²ce 
vyplatí.  

year without knowing whether people get anything in return. 
Of course the effects of the building savings on the actual 
savings of households cannot be measured by the value of 
deposits with the building savings societies, since many 
households would have saved similar or the same amounts 
anyway, only through different financial products.  

Subsidies to the building savings only negligibly contribute to 
their stated goals today. They have negligible effect on 
savings for most households. A sizable fraction of the 
subsidies even supports borrowing, the exact counterpart of 
saving, via the so-called bridge loans which are being used by 
customers who did not need to accumulate savings before 
taking the loan. It has undesirable impact on the distribution 
of income as households with higher incomes are also the 
largest recipients of the subsidy.  

These undesirable effects are being perceived and sometimes 
even admitted by the general public as well as politicians.53 
However, good policy choices can hardly be made without 
any estimate of their empirical magnitude. We therefore 
estimated one possible measure of inefficiency of the 
subsidies to the building savings ð the percentage of total 
spending on the subsidy that has no effect on the householdsõ 
saving or that has a positive effect on the householdsõ 
borrowing.54 

The estimate follows from the standard microeconomic 
theory of the impact of taxes and expenditures on 
householdõs saving.55 The subsidy to deposits into the 
building savings accounts increases the effective return. But 
the subsidy is limited to deposits not exceeding CZK 20000 
per year. The households can thus be divided into two types: 
Those that intend to save more than the annual limit anyway, 
and those that intend to save less. Households of the first 
type will first invest into the building savings accounts up to 
the limit to take the maximum advantage of the subsidy, and 
will put the remaining savings into an alternative (not 
subsidized) product. But their choice of whether saving is 
worthwhile on the margin is not affected by the subsidy, and 
they only achieve the intended level of total savings with 
lower deposits. The only significant effect is a redistribution 
of CZK 3000 to these households. If the interest rates are 
low enough it may even be profitable for the household to 
take a loan and have the building savings account at the same 
time. Such a household is simply maximizing the subsidy that 
it can receive while its actual savings are unaffected. Only the 

                                                      

52 Only Sunega (2005) evaluates the degree of income inequality generated by various housing policies, including the deductibility of interest payments 
from taxable income; the data however did not allow separating the deductions from mortgages and deductions from loans from building savings 
societies.  

44I webov® str§nky Asociace stavebn²ch spoƏitelen vĩslovnř deklaruj² podporu ¼vřrơ bez nutnosti pƏedem spoƏit jako jeden z pƏ²nosơ st§tn² podpory 
pro statisíce domácností. (http://www.acss.cz/cz/novinari-a-odbornici/acss-v-mediich/bez-statu-se-neudr-i/) 

45Popis odhadu je obsaĤen v PƏ²loze VI. 

46Pro pƏehled, viz Atkinson a Stiglitz (1980), kapitoly 3 a 4, nebo Bernheim (2002).  

http://www.acss.cz/cz/novinari-a-odbornici/acss-v-mediich/bez-statu-se-neudr-i/
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Odhad vyuĤ²v§ veƏejnř dostupn§ data o vyuĤit² 
stavebn²ho spoƏen² na individu§ln² ¼rovni.47 Pro kaĤdou 
dotazovanou dom§cnost uv§dřj², zda vyuĤ²v§ konkr®tn² 
spoƏ²c² a ¼vřrov® produkty, ale bohuĤel uĤ neuv§dřj² 
konkr®tn² Ľ§stky, kter® spoƏ². Jako dom§cnosti, u nichĤ 
stavebn² spoƏen² nem§ vliv na vĩĢi ¼spor, konzervativnř 
klasifikujeme ty, kter® maj² stavebn² spoƏen² a z§roveƀ 
maj² alespoƀ dalĢ² dva dlouhodob® spoƏ²c² produkty, 
kter® lze povaĤovat za bl²zk® substituty stavebního 
spoƏen², a d§le dom§cnosti, kter® soubřĤnř 
s investov§n²m do stavebn²ho spoƏen² Ľerpaj² ¼vřr ze 
stavebn²ho spoƏen² nebo jin® dva typy ¼vřrơ s výjimkou 
hypotéky.48,49O minim§lnř 44 procentech státních 
podpor (5.9 miliard korun) tak mơĤeme tvrdit, Ĥe 
neovlivƀuj² ¼spory dom§cnost², kter® je pob²raj², a jedn§ 
se o zcela neefektivnř vynaloĤen® pen²ze. Z opaĽn®ho 
pohledu lze maxim§lnř o 29 procentech vydaných 
st§tn²ch podpor tvrdit, Ĥe zvyĢuj² ¼spory dom§cnost², 
které je pobírají.50 

Stavebn² spoƏen² t®Ĥ paradoxnř dotuje ¼vřry, tedy 
pƏesnĩ opak spoƏen². 82 procent ¼vřrơ poskytnutĩch 
stavebn²mi spoƏitelnami pƏedstavuj² tzv. pƏeklenovac² 
¼vřry, kter® klienti dost§vaj², aniĤ by vơbec museli 
pƏedem spoƏit. Klienti Ľerpaj² pƏeklenovac² ¼vřr, 
z§roveƀ si zaloĤ² stavebn² spoƏen², a dotovan® vklady 
jsou pouĤity na spl§tky ¼vřru. Dle naĢeho odhadu 
celkem 1.268 miliardy KĽ, Ľili 9.6 procent státních 
podpor, jde ke klientơm s pƏeklenovac²mi ¼vřry, a ve 
sv®m dơsledku jednoznaĽnř podporuje zadluĤov§n² a 
sniĤuje ¼spory dom§cnost². Tento zpơsob dotov§n² 
¼vřrơ je nav²c znaĽnř netransparentn², z pohledu 
klienta nepƏehlednĩ, a z pohledu z§konod§rce zƏejmř 
nezamĩĢlenĩ.51 

households of the second type could be induced to save more 
because of the subsidy, because saving yields higher return to 
them on the margin.  

The estimate uses a publicly available dataset that records the 
participation in the building savings program at the 
household level.56 The data provides information about 
whether a surveyed household uses a particular savings or 
credit product but unfortunately it does not contain the 
money amounts that the household saves. Households for 
whom the building savings subsidy does not increase total 
savings are hence classified according to a fairly conservative 
criteria: (1) households that have building savings accounts 
and also have at least two other long-term savings products 
which are reasonable substitutes to the building savings and 
(2) households that simultaneously save into building savings 
accounts and either borrow from building savings societies or 
borrow through two other credit products except 
mortgage.57,58 We can then say that at least 44% of the 
subsidies (CZK 5.9 billion) do not increase savings of the 
households that collect them, and hence can be regarded as 
public spending that is entirely wasted.  From the opposite 
point of view, we can say that at most 29% of the subsidies 
increase the savings of the households that collect them.59 

The building savings also indirectly subsidize pure borrowing. 
82 percent of loans provided by the building savings societies 
are the so-called bridge loans that are provided to clients who 
need not to contribute savings prior to drawing the loan. The 
clients draw the loan, open the building savings account, and 
the subsidized deposits are later used to repay the loan. 
According to our estimate 1.268 billion CZK, or 9.6 percent, 
of total subsidies are collected by clients with the bridge loans 
and thus encourage indebtedness and reduce savings of 
households. This method of facilitating the access to credit is 

                                                      

53 E.g., even the Association of the building savings societies declares on its website that the indirect support of the bridge loans constitutes one of the 
major benefits of this spending program to thousands of households.  (http://www.acss.cz/cz/novinari-a-odbornici/acss-v-mediich/bez-statu-se-
neudr-i/) 

54 Appendix VI describes the methodology of our estimate.  

55 See Atkinson and Stiglitz (1980) chapters 3 and 4, or Bernheim (2002) for a reivew. 

47Investice a dluhy dom§cnost², Factum Invenio 2008. StruĽnĩ popis vĩbřrov®ho ĢetƏen² je k dispozici na http://www.factum.cz/314_investice-a-
dluhy-domacnosti-2008.  

48Termínovan® vklady, pod²lov® fondy, akcie a dalĢ² cenn® pap²ry, spoƏ²c² ¼Ľty, vkladn² kn²Ĥky, ukl§d§n² penřz stranou, ale nikoli penzijn² pƏipojiĢtřn² a 
Ĥivotn² pojiĢtřn².   

49NapƏ. leasing, pơjĽka od banky, koupř na spl§tky, pơjĽka od pƏ²buznĩch Ľi zn§mĩch.  

50Jedn§ se o dom§cnosti, kter® maj² stavebn² spoƏen², nemaj² Ĥ§dnĩ jinĩ spoƏ²c² produkt, a neĽerpaj² ¼vřr s výjimkou hypotéky.) 

51PƏi pƏeklenovac²m ¼vřru klient dost§v§ fixn² podporu 3000 KĽ roĽnř prvn²ch Ģest let, ale spl§c² pouze ¼roky a nikoli jistinu, coĤ je m®nř vĩhodnĩ 
zpơsob spl§cen². PƏi dan® ¼rokov® sazbř tak Ľ§st st§tn² podpory jde do ¼rokovĩch vĩnosơ stavebn² spoƏitelny. 

56Investments and debts of households, Factum Invenio 2008.Summary of the survey available at http://www.factum.cz/314_investice-a-dluhy-
domacnosti-2008. 

57  Deposit certificates, mutual funds, stocks, bonds, savings accounts, cash saved at home, but not private pension insurance or life insurance. 

58Leasing, bank loan, consumer credit, loan from friends or relatives. 

59 We classify as such the households that have building savings, do not have any other long-term savings product, and do not have a loan with the 
exception of mortgage.  

http://www.acss.cz/cz/novinari-a-odbornici/acss-v-mediich/bez-statu-se-neudr-i/
http://www.acss.cz/cz/novinari-a-odbornici/acss-v-mediich/bez-statu-se-neudr-i/
http://www.factum.cz/314_investice-a-dluhy-domacnosti-2008
http://www.factum.cz/314_investice-a-dluhy-domacnosti-2008
http://www.factum.cz/314_investice-a-dluhy-domacnosti-2008
http://www.factum.cz/314_investice-a-dluhy-domacnosti-2008
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Stavebn² spoƏen² m§ rozpornĩ dopad na nerovnosti 
v pƏ²jmech. Graf 7 ukazuje procento dom§cnost², kter® 
vyuĤ²vaj² stavebn² spoƏen², podle pƏ²jmovĩch skupin. 
Vid²me, Ĥe je nejv²ce vyuĤ²v§no mezi dom§cnostmi se 
stƏedn²mi a vyĢĢ²mi (nikoli vĢak nejvyĢĢ²mi) pƏ²jmy ð 
v p§smu od 30 do 70 tis²c KĽ na dom§cnost ho m§ 
okolo 70 procent domácností. S klesaj²c²mi pƏ²jmy tento 
pod²l rapidnř kles§ ð aĤ na 17 procent u pƏ²jmơ do 10 
tisíc korun. 

highly non-transparent, confusing for the client60, and 
apparently unintended by the legislator.  

The building savings have a controversial impact on the 
distribution of income. Chart 7 shows the percentage of 
households using the building savings by income groups. We 
can see that it is being used most predominantly by middle-
income and upper-income (but not top-income) households. 
About 70 percent of households with monthly incomes 
between CZK 30,000 to 70,000 have building savings. As 
incomes decline, the participation in building savings falls 
rapidly ð down to 17 percent for incomes below CZK 10,000 

GRAF 7: PROCENTO DOMÁCNOSTÍ, KTERÉ 

VYUģĊVAJĊ STAVEBNĊ SPOƎENĊ, PODLE 

PƎĊJMOVĨCH SKUPIN 

CHART 7: THE PERCENTAGE OF HOUSEHOLDS USING 

THE BUILDING SAVINGS BY INCOME GROUPS 

 

 

S vyuĤit²m stejnĩch dat kvantifikujeme dopad na 
nerovnost pomocí standardních nástrojơ, tedy 
Lorenzovy kƏivky a Giniho koeficientu. Graf 8 
zobrazuje Lorenzovu kƏivku rozdřlen² pƏ²jmơ, tedy 
kumulovan® procento dom§cnost² seƏazenĩch od 
nejchudĢ²ch k nejbohatĢ²m na vodorovn® ose a jejich 
kumulovan® pƏ²jmy jako procento celkovĩch pƏ²jmơ 
vĢech dom§cnost² na svisl® ose. Z§roveƀ ukazuje 
Lorenzovu kƏivku podpor stavebn²ho spoƏen², pƏiĽemĤ 
dom§cnosti na vodorovn® ose jsou rovnřĤ seƏazeny od 
nejchudĢ²ch k nejbohatĢ²m.61 Rozdřlen² podpor je u 
niĤĢ²ch pƏ²jmovĩch skupin jeĢtř v²ce nerovn® neĤ 
rozdřlen² pƏ²jmơ ð napƏ²klad vid²me, Ĥe 30% 

We quantify the impact on inequality by using two standard 
tools, the Lorenz curve and the Gini coefficient, also using 
the identical dataset. Chart 8 depicts the Lorenz curve for the 
income distribution, i.e., the cumulative fraction of 
households ordered from the poorest to the richest on the 
horizontal axis and their cumulated incomes as a share of the 
total income of all households on the vertical axis. It also 
depicts the Lorenz curve for the building savings subsidies, 
with the households on the horizontal axis also ordered from 
the poorest to the richest.62 The subsidies are distributed 
more unequally than incomes among the lower income 
groups; we can see, for example that 30% of the poorest 
households collect 15% of the total incomes but only 9% of 

                                                      

60The client with a bridge loan receives the CZK 3000 subsidy during the first six years but repays only the interest and not a principal which is a less 
advantageous payment calendar. Part of the subsidy is thus effectively collected by the building savings society (holding the interest rate fixed).  

61 Kdyby stavebn² spoƏen² bylo rozdřleno rovnomřrnř napƏ²Ľ pƏ²jmovĩmi skupinami, leĤela by jeho Lorenzova kƏivka na diagon§le.  Kdyby ho chudí 
vyuĤ²vali ve vřtĢ² m²Əe neĤ bohat², leĤela by kƏivka nad diagon§lou. 

62 If the building savings were distributed equally across income groups, its Lorenz curve would lie on the diagonal. If the poor were used it more than 
the rich, it would actually lie above the diagonal.  
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nejchudĢ²ch dom§cnost² pob²r§ 15% celkovĩch pƏ²jmơ, 
ale jen 9% celkovĩch podpor. Obdobnř to plat² pro 
celou chudĢ² polovinu populace. Mezi dom§cnostmi 
v bohatĢ² polovinř je tomu jinak ð stavebn² spoƏen² je 
rozloĤeno v podstatř rovnomřrnř a d²ky tomu je i 
Lorenzova kƏivka podpor nad kƏivkou pƏ²jmơ a je 
t®mřƏ line§rn². MřƏeno Giniho koeficienty, jsou 
nerovnosti rozdřlen² pƏ²jmơ (26.2) a podpor (22.4) 
velmi podobn®. Stavebn² spoƏen² tak navrch k existující 
nerovnosti v pƏ²jmech pƏid§v§ v podstatř stejnou m²ru 
nerovnosti v rozdřlen² dotac². 

Podpora stavebn²ho spoƏen² tak jeĢtř prohlubuje 
pƏ²jmov® nerovnosti v chudĢ² polovinř populace, a 
naopak srovn§v§ nerovnosti uprostƏed vyĢĢ²ch 
stƏedn²ch a m²rnř bohatĢ²ch vrstev. 

the building savings subsidies. A similar disparity holds for 
the below-median half of the population. A different pattern 
emerges in the richer half of the population ð the building 
savings are distributed nearly equally and as a results the 
Lorenz curve for the subsidies lies above the Lorenz curve 
for the incomes and is nearly linear. Measures by the Gini 
coefficients, the inequalities in income (26.2) and subsidies 
(22.4) are very similar. The building savings thus augment the 
existing inequality in incomes with an additional inequality in 
the distribution of subsidies of roughly the same (relative) 
magnitude.  

The housing savings subsidies thus deepen the income 
inequality in the poorer half of the population while slightly 
leveling off the inequality within the upper-middle and upper 
income ranges. 

GRAF8: LORENZOVY KƎIVKY CHART 8: LORENZ CURVES 

 

  

4.3. JAK PODPORU STAVEBNĊHO SPOƎENĊ 

ZRUġIT 

 

4.3. HOW TO ELIMINAT E THE BUILDING SAVIN GS 

SUBSIDIES  

Podpora stavebn²ho spoƏen² je evergreenem politikơ pƏi 
úvahách o rozpoĽtovĩch Ģkrtech. A je t®Ĥ jednou 
z prvn²ch poloĤek, kter§ se cestou z úvah ke 
konkr®tn²m n§vrhơm vytr§c². Pouze v roce 2003 se 
podaƏilo prosadit sn²Ĥen² podpory z 25 na 15 procent a 
jej² maxim§ln² roĽn² vĩĢi omezit ze 4500 KĽ na 3000 
KĽ, a to pouze u novĩch smluv uzavƏenĩch od roku 
2004.  

K eliminaci tohoto neefektivn²ho dotaĽn²ho programu 
je tƏeba pƏekonat dvř pƏek§Ĥky. Prvn² je ryze politick§. 
Kr§cen² kaĤd®ho veƏejn®ho vĩdaje se setk§v§ 
s odporem jeho pƏ²jemcơ ð v tomto pƏ²padř klientơ 
stavebn²ch spoƏitelen a v jeĢtř vřtĢ² m²Əe spoƏitelen 
samotnĩch. ZruĢen² podpory uĢetƏ² miliardy korun 
milionơm daƀovĩch poplatn²kơ. A v tom je problém ð 

The building savings subsidy is a popular item among 
politicians when it comes to preliminary suggestions for 
spending cuts. It is one of the first items that is dropped from 
the list as they move from preliminary suggestions to specific 
proposals. Only in 2003 did the government manage to push 
through a reduction of the subsidy rate from 25 to 15 percent 
and a reduction in the annual savings limit from CZK 4500 to 
3000 but only for new accounts open since 2004.  

One has to overcome two hurdles in order to eliminate this 
inefficient spending program. One is purely political. Cutting 
any public expenditure generates resistance from its recipients 
ð in this case the clients of the building savings societies and 
the societies themselves. Eliminating the subsidy will save 
billions of crowns to millions of taxpayers. That is the 
problem ð it provides an abstract benefit to abstract people. 
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jedn§ se o znaĽnř abstraktn² pƏ²nos pro neurĽitou 
skupinu osob. PƏ²nos z kr§cen² podpor je tƏeba 
zhmatatelnit, aby vznikla voliĽsk§ skupina, kter§ na 
nřm bude m²t z§jem. NapƏ²klad postavit n§vrh jako 
bal²Ľek, o kter®m se hlasuje najednou: zruĢ² se podpora 
a z§roveƀ se zvĩĢ² sleva na dani z pƏ²jmu o 500 KĽ pro 
vĢechny poplatn²ky. Ti, co chtřli vyuĤ²vat stavebn² 
spoƏen², dostanou alespoƀ nřjakou kompenzaci. 
Polovina lid² ale stavebn² spoƏen² nem§ ð tato velká 
skupina z²sk§ ze zruĢen² podpory velmi konkr®tn² 
pƏ²nos. Proti takto postaven®mu n§vrhu se hlasuje hơƏe, 
neĤ proti n§vrhu na pouh® zruĢen² podpory.63 

Druh§ pƏek§Ĥka je specifick§ pro stavebn² spoƏen² ð 
¼dajnř z pr§vn²ho hlediska je nemoĤn® kr§tit podporu 
u existujících smluv, a krácení pouze u nových smluv 
vyvol§v§ vlnu novĩch smluv, kter® klienti uzav²raj² jeĢtř 
pƏed sn²Ĥen²m podpory. N§rơst poĽtu novĩch smluv 
v roce 2003 a následný pokles v roce 2004 je ilustrativní 
(viz graf 9).  Mnozí z klientơ, kteƏ² uzavƏeli smlouvu 
v roce 2003, by ji jinak uzavƏeli o rok Ľi dva pozdřji, a 
moĤn§ i vơbec ne. Vlna novĩch smluv m§ paradoxn² 
dopad na rozpoĽet ð výdaje v dơsledku sn²Ĥen² podpory 
kr§tkodobř rostou. Výdaje na státní podpory narostly o 
2.1 miliardy v roce 2004 a aĤ v roce 2009 se dostaly na 
¼roveƀ roku 2003. 

Podporu stavebn²ho spoƏen² je tƏeba zruĢit nebo sn²Ĥit 
zpơsobem, kterĩ maxim§lnř omez² jednor§zovou vlnu 
nových smluv. Jak toho dos§hnout? SniĤovat podporu 
postupnř podle data uzavƏen² smlouvy. Konkr®tnř 
navrhujeme zachovat 15% dotaci k vkladơm, ale 
sniĤovat roĽn² limit st§tn² podpory u novĩch smluv 
z 3000 KĽ na nulu postupnř kaĤdĩ mřs²c po dobu 60 
mřs²cơ, tj. 50 KĽ mřs²Ľnř. Pokud by sniĤov§n² podpory 
zaĽalo od ledna 2011, pak u smluv uzavƏenĩch jeĢtř 
v roce 2010 by roĽn² limit st§tn² podpory Ľinil 3000 KĽ, 
u smluv uzavƏenĩch v lednu 2011 by Ľinil 2950 KĽ, u 
smluv uzavƏenĩch v ¼noru 2900 KĽ atd., aĤ koneĽnř u 
smluv uzavƏených v prosinci 2015 by podpora byla 
nulová. Sn²Ĥenĩ limit podpory by byl zafixov§n po 
celou dobu trvání smlouvy. Rozhodujícím dnem pro 
stanoven² vĩĢe podpory by bylo datum, kdy klient zaĽal 
skuteĽnř spoƏit, tj. kdy na ¼Ľet stavebn² spoƏitelny byl 
pƏips§n první vklad.64 

 

 

The benefits from eliminating the subsidy need to be made 
tangible to a specific electoral group in order to entice its 
political support. One possibility is to propose a package to 
be voted on in a single vote: Eliminate the subsidy but also 
increase the tax credit by, say, CZK 500. The users of 
building savings will receive at least some compensation. But 
half of the households do not have building savings accounts 
ð this large group will receive a concrete benefit. It is just 
harder for a politician to vote against a proposal pitched in 
this way than against the proposal to simply eliminate the 
subsidy.65 

The second obstacle is specific for the building savings: It is 
being alleged that cutting the subsidy for the existing 
accounts would be struck down as unconstitutional. And 
cutting the subsidy for the new accounts only creates a wave 
of new accounts that people try to open just before the 
subsidy is cut. The increase in the number of new accounts in 
2003 and the subsequent drop in 2004 are illustrative (see 
Chart 9). Many of the clients who opened a new account in 
2003 would have opened it one or two years later or perhaps 
never. The wave of new accounts has a perverse impact on 
the budget ð expenditures temporarily rise despite the fact 
that the subsidy is being cut. The total subsidies rose by CZK 
2.1. billion in 2004 and only in 2009 did they reach the 2003 
level. 

The building savings subsidies must be eliminated or reduced 
in a way that will minimize the countervailing wave of newly 
opened accounts. How to accomplish this? By cutting the 
subsidy gradually with the date of opening the new account. 
Specifically we propose to keep the 15% subsidy rate but to 
reduce the annual limit on the subsidy from CZK 3000 to 
zero gradually each month over 60 months, i.e., by CZK 50 
each month. If the reduction were phased in starting January 
2011, then the annual limit would still be CZK 3000 for 
accounts opened during 2010, then CZK 2950 for accounts 
opened in January 2011, then CZK 2900 for accounts opened 
in February, etc., until reaching zero for accounts opened in 
December 2011. This reduced limit would remain fixed for 
the duration of the account, as it is today. The date of the 
first deposit into the new account will determine the level of 
the limit that the particular account is eligible for.66 

 

 

 

 

                                                      

63Roland (2000), kapitola 3. 

64Dơvodem je zabr§nit moĤnĩm podvodơm, kdyby rozhodnĩm dnem bylo napƏ.datum podpisu smlouvy, kter® lze snadno post-datovat. 

65Roland (2000), chapter3. 

66 The justification is to prevent fraud, which would be an issue under other plausible arrangements. For example, the date of signing the contract for 
the account is unsuitable for the purpose as it can be easily post-dated.  
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GRAF 9: NOVŘ UZAVƎENÉ SMLOUVY O 

STAVEBNĊM SPOƎENĊ A VÝDAJE NA STÁTNÍ 

PODPORY 

CHART 9:  NEW BUILDING SAVINGS ACCOUNTS AND 

TOTAL SPENDING ON SUBSIDIES 

 

Zdroj: Ministerstvo financ² ļesk® republiky 
 

Source: Ministry of Finance, Czech Republic 

Postupné krácen² podpory omez² n§břh novĩch smluv 
ze dvou dơvodơ. Prvn² je tradiĽn² - dom§cnosti mřn² 
Ľasov§n² a strukturu svĩch investic tehdy, pokud 
pƏ²nosy ze zmřny jsou dostateĽnř vysok®. Pro Əadu lid² 
nebude finanĽnř vĩhodn® posp²chat s uzavƏen²m 
nov®ho spoƏen² jeĢtř za starĩch podm²nek, pokud 
podpora neklesne skokovř. Druhĩ dơvod vych§z² 
z poznatkơ behavior§ln² ekonomie a je podle naĢeho 
n§zoru dơleĤitřjĢ²: Ǝada lid², kterĩm se uzavƏen² nov®ho 
pojiĢtřn² finanĽnř (m²rnř) vyplat², se k nřmu ani 
neodhodl§, nebo aĤ s velkĩm zpoĤdřn²m. Existuje 
pƏesvřdĽiv§ empirick§ evidence, Ĥe velk§ Ľ§st lid² 
odkl§d§ ze dne na den dlouhodob§ finanĽn² rozhodnut² 
typu zaloĤen² nov®ho spoƏ²c²ho produktu, pokud 
rozhodnut² z²tra pƏedstavuje jen minim§ln² ztr§tu oproti 
rozhodnutí dnes.67 PƏi postupnř klesaj²c² podpoƏe 
dom§cnosti nesou pomřrnř malou ztr§tu, pokud novou 
smlouvu nestihnou uzavƏ²t podle starĩch pravidel ð 
pƏ²Ģt² mřs²c bude roĽn² podpora niĤĢ² o 50 KĽ, Ľili po 
Ģesti letech spoƏen² niĤĢ² o 285 KĽ v souĽasn® hodnotř. 
UzavƏen² nov®ho spoƏen² vyĤaduje sice ne velkou, ale 
pƏeci jen n§mahu, a hlavnř Ľas, kter®ho nem§ nikdo 
nazbyt. PƏi rozhodov§n², zda pr§vř dnes uzavƏ²t nov® 
spoƏen² nebo se vřnovat nřĽemu jin®mu, pro Əadu 
zv²třz² to nřco jin® ð nřco, co je zrovna dơleĤitřjĢ². 
SpoƏen² se d§ uzavƏ²t i z²tra nebo za tĩden, ostateĽnř 

Reducing the subsidy gradually will minimize the wave of new 
accounts for two reasons. The first one is conventional ð 
households adjust the timing of their investments as long as 
the gains from doing so are sufficiently high. Hence many 
people will not find it worthwhile financially to hurry up to 
open the new account under the old terms as long as the 
subsidy does not jump down too abruptly. The second reason 
follows from behavioral economics and is, in our opinion, 
more important: Many people, even those for whom opening 
a new account would be financially advantageous, will not do 
so or will postpone the decision. Economists have assembled 
convincing evidence that a large fraction of the population 
postpone long-term financial decisions (such as starting a new 
savings product) from day-to-day if postponing the decision 
till tomorrow carries only a small penalty compared to 
making the decision today.71 If the subsidy is being reduced 
gradually, the household suffers a fairly small loss for failing 
to open the new account under the old rules. In the following 
month the annual subsidy would only be CZK 50 less, which 
after 6 years of saving means CZK 285 in present value 
terms. Opening a new account requires some effort, even 
though not very large, and also requires some time which is 
always scarce. For many people making the decision whether 
to open a new account or to do something else today, that 
òsomething elseó will win ð something more urgent right 
now. New account can be opened tomorrow or next week, 

                                                      

67Madrian a Shea (2001), Choi, Laibson, Madrian a Metrick (2004), Cronkvist a Thaler (2004), Ariely a Wertenbroch (2002). 
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ztr§ta 50 korun roĽnř nen² tak hrozn§.68 Z²tra ovĢem 
mơĤe pƏij²t zase nřco zrovna dơleĤitřjĢ²ho. Takto mơĤe 
Ľlovřk v odkl§d§n² pokraĽovat nřkolik mřs²cơ, pƏestoĤe 
v koneĽn®m dơsledku se mu podpora sn²Ĥ² uĤ o nřkolik 
stokorun a ve zpřtn®m pohledu by pro nřj bylo bĩvalo 
vĩhodnřjĢ² uzavƏ²t nov® spoƏen² jeĢtř pƏed prvn²m 
sn²Ĥen²m. U lid² s touto tendencí odkládat rozhodnutí 
vơbec nemus² doj²t k ăn§břhuò smluv uzav²ranĩch pƏed 
sniĤov§n²m podpory. PƏi jednor§zov®m sn²Ĥení v roce 
2004 k nřmu ale doĢlo ð ztráta z odkládání rozhodnutí 
byla pƏ²liĢ velk§ a pƏimřla v podstatř kaĤd®ho, kdo o 
stavebn² spoƏen² mřl z§jem, aby nov® spoƏen² uzavƏel 
vĽas.  

N§vrh na postupn® sniĤov§n² podpory je pƏ²mou 
aplikací dynamicky se rozvíjejícího oboru behaviorální 
ekonomie. Na datech z experimentơ a z re§ln®ho svřta 
dokumentuje, Ĥe v Ģirok® Ģk§le situac² se lid® nedok§Ĥ² 
rozhodovat v souladu s vlastním zájmem.69 SpoleĽnĩm 
rysem doporuĽen² pro praktickou politiku je d§t lidem 
moĤnost volby, ale strukturovat volbu tak, aby dokázali 
pƏekonat tendenci k odkl§d§n² rozhodnut² nebo pƏi 
nedokonal®m rozhodov§n² byli ăpostrĽeniò ke 
spr§vn®mu ƏeĢen².70 N§Ģ n§vrh je origin§ln² v tom, Ĥe se 
naopak snaĤ² nedokonalosti v rozhodov§n² vyuĤ²t ve 
prospřch spoleĽnosti jako celku. ZaloĤen²m 
dotovan®ho spoƏen² pƏed sn²Ĥen²m dotace Ľlovřk 
z²sk§v§ dotaci pro sebe, ale Ľin² tak na ¼kor druhĩch a 
pouze udrĤuje v chodu dotaĽn² program, kterĩ chceme 
zruĢit. Pointa n§vrhu je v tom, Ĥe se snaĤ² odradit lidi 
od rozhodování, kter® je neefektivn² pro spoleĽnost 
jako celek, byƗ je z individuálistického hlediska 
racionální. 

the loss of CZK 50 is not tragic after all.72 But tomorrow 
something more urgent might come up again. This way the 
individual may continue postponing the new account for 
months, even though the subsidy will be eventually reduced 
by the order of hundreds of crowns and in retrospect he 
would have preferred opening the new account before the 
first reduction. The wave of new accounts need not occur at 
all for people with this kind of (highly prevalent) tendency to 
postpone long-term decisions. The difference from the sharp 
reduction in 2004 is that the loss from postponing the 
decision was way too large and forced essentially everyone 
who was ever interested to use the building savings to 
overcome the tendency to postpone and to open the new 
account on time.  

The proposal to cut the subsidy gradually is inspired directly 
by behavioral economics, one of the most dynamic subjects 
within the science of economics. Using data from 
experiments and the real world, it has documented that 
people fail to make decisions in accordance with their self-
interest in a wide variety of contexts.73 The common theme in 
its policy recommendations is to give people choice but to 
structure the choice process such that people would be 
ònudgedó to make the choice that is most likely to be in their 
best interest.74 Our proposal is innovative by doing the 
opposite ð by trying to take advantage of the shortcomings in 
peopleõs decision making for the common good. By opening 
a building savings account before the subsidy is cut an 
individual collects money for herself or himself but does so at 
the expense of other people and keeps alive a program that 
we would like to eliminate. The point is thus to ònudgeó that 
individual away from making a choice that is inefficient for 
the society as a whole even though it is rational from a 
narrow individualistic sense. .  

                                                      

71Madrian and Shea (2001), Choi, Laibson, Madrian and Metrick (2004), Cronkvist and Thaler (2004), Ariely and Wertenbroch (2002). 

68Tempo sniĤov§n² o 50 KĽ mřs²Ľnř nebylo vybr§no arbitr§rnř. Kalibrac² jednoduch®ho modelu (OõDonoghue a Rabin (1999), str. 107-109) bylo 
zvoleno co nejvĩĢe, aby lid® s realistickou hodnotou mřs²Ľn²ho hyperbolick®ho diskontn²ho faktoru (okolo 0.88-0.90) a s realistickými náklady na 
uzavƏen² nov®ho spoƏen² (2000 aĤ 2400 KĽ, coĤ zahrnuje poplatek stavebn² spoƏitelnř za uzavƏen² smlouvy a uĢlou mzdu v Ə§du 1 aĤ 2 hodin) jeĢtř 
nemřli tendenci uzav²rat nov® smlouvy s pƏedstihem.  

69 Výzkumníci identifikovali v²ce zdrojơ třchto selh§n² - hyperbolick® diskontov§n² (kter® vede k tendenci odkl§dat rozhodnut²), ăframingò pƏi 
rozhodov§n² vơĽi irelevantn²m alternativ§m, rozhodov§n² pomoc² heuristik nam²sto hled§n² optima, selektivn² ignorance informací relevantních pro 
rozhodování, podléhání sociálnímu tlaku atd. Pro pƏehled evidence na datech z re§ln®ho svřta viz DellaVigna (2009). 

70Nejzn§mřjĢ²m pƏ²kladem je  program penzijn²ho spoƏen² ăSave More for Tomorrowò, kterĩ akademici Richard Thaler a Shlomo Benartzi navrhli a 
pomohli implementovat pro konkr®tn² vřtĢ² firmu. Viz Thaler a Benartzi (2004). 

72 The speed of reduction by CZK 50 per month was not selected arbitrarily. By calibrating a simple model (OõDonoghue a Rabin (1999), p. 107-109) 
we chose it as high as possible such that people with a realistic value of the monthly hyperbolic discount factor (around 0.88-0.90) and realistic costs 
of opening a new account (CZK 2000 to 2400, which includes the sign-up fee charged by the building savings society and foregone earnings on the 
order of one or two hours) were still not prone to open the new accounts early.  

73 Researchers have identified several sources of such failures ð hyperbolic discounting (which breeds the tendency to postpone decisions), ăframingò 
of choices against alternatives, choosing with the aid of heuristics, selective ignorance of relevant information, giving in to social pressure etc. For an 
overview of evidence based on real-world data see DellaVigna (2009). 

74 Perhaps the best known example is a retirement savings program ăSave More for Tomorrowò, which two academic economists, Richard Thaler and 
Shlomo Benartzi, helped to design and implement for a specific large corporation. (Thaler a Benartzi (2004)). 
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ZćVŘR CONCLUSION  

N§Ģ pƏ²stup k reformř jsme aplikovali na n§vrh reforem 
dvou d²lĽ²ch aspektơ veƏejných financí, jejichĤ 
dlouhodobĩ potenci§l pro sn²Ĥen² deficitu Ľin² v souĽtu 
okolo 22 miliard korun. To je dostateĽn§ Ľ§stka ke 
sn²Ĥen² struktur§ln²ho deficitu na 3 procenta, 
umoĤƀuj²c²ho v pƏ²padř obnoven² břĤnĩch temp rơstu 
HDP pƏijet² eura. Implementace obdobn®ho pƏ²stupu 
systematicky na dalĢ² aspekty veƏejnĩch financ² umoĤn² 
pƏebytky rozpoĽtu a sn²Ĥen² dluhu v obdob² rychl®ho 
ekonomick®ho rơstu. 

Tyto dalĢ² reformn² kroky by v oblasti fisk§ln²ch 
institucí mřly zahrnovat zvĩĢen² transparentnosti pƏi 
schvalov§n² rozpoĽtu ve Snřmovnř, zkvalitnřn² 
metodiky hodnocen² dopadơ regulace (RIA), pos²len² 
pozice vl§dy pƏi projedn§v§n² z§konơ s dopadem na 
rozpoĽet ve Snřmovnř a zrovnopr§vnřn² vl§dn²ch a 
poslaneckĩch n§vrhơ z§konơ a pozmřƀovac²ch n§vrhơ 
pokud jde o poĤadavky kladen® na jejich form§ln² i 
obsahovou stránku. 

Na stranř vĩdajơ jsou hlavn²m kandid§tem na reformu 
pravidla veƏejnĩch zak§zek, kter§ mus² bĩt radik§lnř 
zmřnřna s c²lem omezit korupci a t²m i sn²Ĥit vĩdaje. 
DalĢ²mi poloĤkami jsou dơchody, jejichĤ systémová 
reforma nezbytná; úspory v provozních výdajích státní 
správy; pƏesun nřkterĩch soci§ln²ch vĩdajơ do 
daƀov®ho syst®muĽi reforma financov§n² mřst a obc² 
zvyĢuj²c² jejich rozpoĽtov® pƏ²jmy a sniĤuj²c² 
administrativnř a ekonomicky neefektivn² ¼Ľelov® 
dotace. 

Daƀovĩ syst®m rovnřĤ vyĤaduje systémovou re-
optimalizaci. Hlavn²mi Ĥ§douc²mi zmřnami jsou 
rozĢiƏov§n² daƀovĩch z§kladơ kompenzovan® 
sniĤov§n²m sazeb,posun od zdanřn² pr§ce ke zdanřn² 
spotƏeby a ostatn²ch pƏ²jmơ, sbliĤov§n² daƀovĩch sazeb 
mezi rơznĩmi danřmi, a pƏesun k vyĢĢ²mu zdanřn² 
negativních externalit. 

 

 

 

We applied our approach to reforms of two partial aspects of 
public finances, whose combined potential for reducing the 
deficit adds to about CZK 22 billion. That amount is 
sufficient to reduce the structural deficit to 3 percent of 
GDP, sufficient to adopt the euro when economic growth 
returns to usual levels. Applying our approach to other 
aspects of public finances will lead to a budget surplus and a 
debt reduction in periods of rapid economic growth. 

These other reform steps should, on the fiscal institutions 
side, include increased transparency of the budget approval in 
the House of Representatives, improved methodology of the 
Regulatory Impact Assessment process, increased agenda-
setting power of the government in the approval of draft 
legislation in the House, or equalizing the formal and 
substantive requirements for the draft legislation and 
amendments submitted by the government and the members 
of Parliament, respectively. 

On the expenditure side, the main candidates for reform are 
public procurement rules, which need to be radically revised 
with the aim to cut corruption and thus reduce expenditures. 
Other crucial items include pensions, where a systemic 
reform is a must; savings in the operating expenditures of the 
government bureaucracy; incorporating certain welfare 
expenditures into the tax system; or reforming the system of 
local finances by increasing direct revenues of the municipal 
and regional governments and reducing administratively 
expensive and economically inefficient grants-in-aid.  

The tax system is also ripe for systemic re-optimization. The 
most desirable changes include broader the tax bases 
compensated by reduced tax rates, a shift from taxing labor 
income towards taxing consumption and non-labor income, 
reduced disparities in tax rates across different taxes, and a 
shift towards heavier reliance on taxation of negative 
externalities. 
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APPENDIX I :  DEBTS AN D DEFICITS ð TERMINOLOGY AND DEFI NITIONS  

Differences in published data on deficits and debts can be often confusing. However, the fact that two institutions 
report a different number may be simply caused by the fact that they used a different indicator. The indicators used to 
describe the government deficit and government or central debt differ in two important respects: 

a) which institutions are included (and therefore their deficits/debts enter the statistics), 

b) whether we work with accrual principle or cash principle.  

As far as Czech and European data are concerned, we can typically find two basic metods of reporting balances: GFS 
1986 (methodology designed by IMF, it was updated to GFS 2001) and ESA 95 (Eurostat methodology). GFS respects 
the cash principle of recording incomes and expenditures and it is more selective with respect to which institutions are 
included. ESA 95 follows the accrual principle and includes data quite a few additional public institutions (e.g. Podpơrnĩ 
a garanĽn² rolnickĩ a lesnickĩ fond, VinaƏskĩ fond, ļesk§ konsolidaĽn² agentura, but also public universities and other 
institutions). Most of the numbers (especially in international comparisons) reported in this paper are based on ESA 95 
methodology.  

Debt indicators: 

1. State debt ð state obligations arising from state foreign loans, bank credits and issued state bonds and other 

state obligations (CZSO definition), 1178.2 billions CZK in 2009 

2. General government debt ð overall debt of the sector of government public institutions, 1282 billions CZK in 

2009 

Deficit related indicators: 

Total observed deficit consists of cyclical and structural deficit. 

Structural deficit is the hypothetical deficit that the country would have if its output does not deviate from the level of 
potential output. 

Cyclical deficit is the part of the observed deficit that can be attributed to the fact that the economy is producing less 
than the potential level of output. 

Primary balance is the observed deficit net of interest payments related to existing public debt. 

APPENDIX I I :  DEFICIT S AND DEBTS ð BASIC RELATIONSHIPS  

THE RELATIONSHIP BET WEEN P UBLIC DEBT, INTEREST  RATES AND PRIMARY DE FICIT  

The mathematical relations between primary deficit, interest rates and public debt are not different from similar 
accounting operations for a normal debtor. If we define the debt at the end of year t as Dt, interest rate for the next 
period as as it+1, and the primary balance as PB, the dynamics of debt accumulation follows this relationship:75 

111 +++ -Ö+= ttttt PBiDDD  

If we want to see the results in relative numbers (in terms of GDP), we get 

                                                      

75This simple option neglects monetization of debt. For more details see  Neck and Sturm (2008), or Greiner and Fincke (2009).. 
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Where we for simplicity measure all variables in constant prices (therefore rt is real interest rate).
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where r is the real interest rate on state debt, d is the debt to GDP ratio and pb is the ratio of primary balance to GDP. 

The primary balance that has to be achieved if the debt ratio d0 is to remain constant is then given by: 
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Implications are clear: countries with high level of debt, bad reputation (high interest rates) and with low economic 
growth can only achieve stabilization with high surpluses on primary balance. Countries that start with stabilization 
before it is too late, can achieve the same goal much easier. Stable debt ratio can be even achieved with a reasonable 
level of primary balance deficit (surplus is not necessary). 

SUSTAINABILITY OF PU BLIC DEBT  

The most common theoretical criterion for sustainability of public debt is derived from the application of non-Ponzi 
game condition on governments. This condition can be described as a requirement that the current discounted level of 
public debt is equal to zero. This condition together with debt dynamics equation leads to the following relationship: 
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A bit more useful alternative to this expression is the analysis based on medium-run development of debt based on 
current debt, expected development of GDP and real interest rates. In the case we are looking for scenarios describing 
feasible reduction of debt to GDP ratio within a given time horizon. 

APPENDIX I I I :  DEBT STABILIZATION A NALYSIS 

The relationship between real economic growth, interest rates, and primary balance consistent with stable long run debt 
is given by the following equation for the debt to GDP ratio (d0) that we want to achieve, real interest rate (r) and real 
rate of growth of the economy (g): 
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If we want to estimate the debt-stabilizing level of primary balance, we need the estimates of future economic growth 
and of future interest rates on state debt. Unfortunately the interest rates (which play a very important role ð see Chart 
A1) are very difficult to predict as they can be quite sensitive to market expectations. 

Chart A2 describes the same relationship between debt and primary balance for illustrative estimation of the sensitivity 
of the debt stabilizing primary balance to economic growth for five different levels of public debt ð ranging from 
already historical level of 30%, via current 40% up to 70% that we can achieve in relatively near future and that are 
typical for an average EMU country. In all of the cases we assume a stable real interest rate at the level of 2.2% (i.e. 
relatively optimistic level for higher level of debt). Individual points in the chart show the observed combinations of 
primary debt and economic growth during 1999-2008 and their relative position to the 30% debt line reveals whether 
we used to have rather sustainable or unsustainable fiscal policy. It is apparent that with the exception of 2004-2007 we 
were spending more than we could afford (with respect to debt stabilization) and even in these years we relied on high 
rate of growth rather than on prudent fiscal policies. 
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CHARTA1: SENSITIVITY OF DEBT STABILIZING PRIMARY BALANCE TO REAL INTEREST RATES (FOR INITIAL 

DEBT RATIO AT 40% OF GDP) 

 

 

CHART A2 ð RELATIONSHIP BETWEEN DEBT-STABILIZING PRIMARY BALANCE AND ECONOMIC GROWTH 

(FOR GIVEN R AND D0) 

 

APPENDIX IV:  PROGNOS IS OF THE FUTURE GRO WTH OF THE CZECH GOV ERNMENT DEBT AND 

THE STABILIZING SCEN ARIO  

Our prognosis of the development of public debt burden until 2020 is based on analysis of scenarios that use 
combinations of following assumptions  

1. Real GDP growth ð two versions: 

a) Uses IMF forecasts till 2015 and assumes a stable real rate of growth at the level of 3.5% p.a. for 2015-2020. 
b) Uses IMF forecasts till 2015 and assumes higher rate of growth for 2015-2020 (derived from the average rate of 

-2.5

-2

-1.5

-1

-0.5

0

0.5

1

1.5

2

2.5

3
0
.1

0
%

0
.3

0
%

0
.5

0
%

0
.7

0
%

0
.9

0
%

1
.1

0
%

1
.3

0
%

1
.5

0
%

1
.7

0
%

1
.9

0
%

2
.1

0
%

2
.3

0
%

2
.5

0
%

2
.7

0
%

2
.9

0
%

3
.1

0
%

3
.3

0
%

3
.5

0
%

3
.7

0
%

3
.9

0
%

4
.1

0
%

4
.3

0
%

4
.5

0
%

4
.7

0
%

4
.9

0
%

5
.1

0
%

5
.3

0
%

5
.5

0
%

5
.7

0
%

5
.9

0
%

6
.1

0
%

6
.3

0
%

6
.5

0
%

6
.7

0
%

6
.9

0
%

6%

5%

4%

3%

2%

-6

-5

-4

-3

-2

-1

0

1

2

0
.1

0
%

0
.4

0
%

0
.7

0
%

1
.0

0
%

1
.3

0
%

1
.6

0
%

1
.9

0
%

2
.2

0
%

2
.5

0
%

2
.8

0
%

3
.1

0
%

3
.4

0
%

3
.7

0
%

4
.0

0
%

4
.3

0
%

4
.6

0
%

4
.9

0
%

5
.2

0
%

5
.5

0
%

5
.8

0
%

6
.1

0
%

6
.4

0
%

6
.7

0
%

30

40

50

60

70

SkuteĽn§ data / Real data



32 

 

growth of Czech economy during 2000-2007, i.e. 4.4%). 

2. Real interest rates ð three versions: 

a) Real interest rates will return to levels close to the levels typical for years 2001-2007. This assumption can be 
consistent with an optimistic scenario that assumes recovery of confidence in the financial markets and 
treatment of Czech economy as a borrower with stable public finance. 

b) Medium level ð real interest rate on Czech public debt will remain above the pre-crises (2001-2007) level (+0.5 
perc. point). The real interest rate would thus remain between historical values and higher values achieved 
during the financial crisis. 

c) Pessimistic option: based on variant b, but from 2015 on assumes even higher interest rate caused by hostile 
response caused by low confidence in Czech policies. This seems to be consistent with unsuccessful reform. 

3. Primary balance ð 2 options: 

a) Starts with data from the Convergence scenario and assumes primary balance at 2.1% of GDP from 2014 on. 
b) Assumes return to average levels of primary balances after 2014. 

Because of limited space and improbability of some of the combinations we describe here only four selected scenarios 
out of the 12 possible combinations: 

Á Scenario 1: There will be at least partial stabilization according to the convergence program, growth will follow 
the trajectory expected by the IMF and interest rates will be lower. This case would mean that the Czech 
Republic would have a good initial situation for future stabilization of the debt and it will have good prospects 
of meeting the Maastricht convergence criteria. 

Á Scenario 2: òNo change scenarioó ð economic growth is assumed to return to average rates of growth from 
2000-2007, so are the primary balances. The interest rates would be following the medium trend (b). In this case 
we will find out that time is running out much faster. The debt ratio will very quickly reach the level of 50% of 
GDP and will get to 60% by 2020. 

Á Scenario 3: More pessimistic version of scenario 2, in this case the financial markets òrewardó our inability to 
continue with the reform with higher interest rates. Time will run out even faster, we will have problems with 
the Maastricht debt criterion in 2018 at the latest. 

Á Scenario 4: Scenario 3 with lower assumed rates of growth. While seemingly the most pessimistic among the 
presented scenarios, it can actually be the most realistic one. In this case we will struggle with debt approaching 
70% GDP by 2020. Reducing the debt and meet the Maastricht criteria will become quite difficult. 

Á The stabilization scenario assumes that the Czech economy returns to growth according to growth scenario (b), 
has access to lower interest rates (a) and primary balance would be gradually decreased to -1.8% of GDP by 
2014 and kept at this level from 2015 on.  

The results under each scenario are presented in Chart 6 in the main text. 

APPENDIX V:  CALCULAT ING THE PREDICTED IM PACT OF A CHANGE IN FISCAL INSTIT UTIONS 

IN THE CZECH REPUBLI C ON THE BUDGET DEFI CIT AND DEBT  

We construct two alternative indices of fiscal institutions for the Czech Republic, one based on the methodology of 
Hallerberg, Strauch and von Hagen (2009) and the other on Fabrizio and Mody (2006), hereinafter referred to as HSH 
and FM, respectively. Both studies have developed their own, though related, approaches to measuring the quality of 
fiscal institutions. They assign numerical values to various features of the budget process, with higher values indicating 
that a given feature is more conductive to budgetary discipline. Then they construct an index as a weighted average of 
the numerical values across all features, normalized on a zero-one scale. Both studies distinguish three core phases of 
the budget process ð preparation, legislative phase, and implementation.  

Our indices for the Czech Republic were constructed from information contained in International Budget Practices and 
Procedures Database published by the OECD (OECD, 2009), which contains results of the 2007 OECD survey of 
detailed budget practices and procedures in OECD countries. We also consulted several government officials and 
legislative documents to verify the information about certain practices. Since the FM study already contains the value of 
the index for the Czech Republic for 2003 and earlier years, we merely updated their index for institutional changes that 
occurred after 2003. As is true with all qualitative indices, our decision as to what particular value to assign to each 
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dimension of fiscal governance sometimes inevitably required some subjective judgment. The main reason was an 
occasional lack of clear mutually exhaustive options.  

Tables A.1 and A.2 show the features of the budget process that comprise the HSH and FM indices, as well as values 
that we assigned for the Czech Republic in 2009.76 

We then see how the value of the index would change if the Czech Republic improved its fiscal institutions to a (better) 
benchmark country. The benchmark for the HSH index (which focused on old 15 EU-member states) is the 3rd quartile 
(top 25%) of the index among the old EU-15 countries.77 We thus created an artificial country that reflects superior 
though not absolutely stellar performance. To provide a real life example, the three EU-15 countries that pass the top 
25% benchmark for the delegation index are United Kingdom, Ireland, and France, for fiscal contracting Luxembourg, 
Austria, and France, and for fiscal targets Luxembourg, Netherlands, and Belgium. The benchmark country for the FM 
index (which focused on Central and Eastern Europe) country is Estonia, the country with the highest index. 

With index values and regression results from HSH and FM at hand, we calculated the changes in fiscal performance 
implied by changing the values of the index from the current Czech levels to the benchmark levels. Using estimates in 
HSH (HSH, Tables 4.1 and 4.3), the implied impacts on fiscal performance are expressed in the following formulas: 

æChange in Gross Debt Ratio = 2.26*æDelegation Index + 0.55*æContract Index - 11.91*æContract Index*Veto 

æBudget Balance = -0.61*æDelegation index ð 1.63*æContract Index +12.1*æContract Index*Veto 

where Change in Gross Debt Ratio denotes the annual change in the gross debt to GDP ratio measured in percentage 
points. A new variable æChange in Gross Debt Ratio thus measures differences in Change in Gross Debt Ratio. æBudget 
Balancecorresponds to a change expressed in percentage points of the general government budget balance ratio to GDP. 
These changes are in turn determined by gaps between the fiscal governance indices for the Czech Republic and the top 
25% EU benchmark, as captured by variables æDelegation Index and æContract Index. The variable Veto enters the HSH 
regressions as a significant characteristic of the political system and reflects the largest ideological distance between 
parties that from the government or, in case of minority government, the parliamentary majority. Its value in our 
calculation corresponds to our conservative estimate for the Czech Republic (0.25, Tsebelis 2002). In other words, our 
results take into account the interaction between the fiscal institutions and the political system, but only measure what 
would happen if the Czech Republic changed its institutions but kept the political system unchanged.  

Using the estimates in FM (FM, Table 10, column 3) the implied impacts on fiscal performance are derived from a non-
linear least squares estimation and are expressed as78 

æGovernment Primary Balance = æ[(1-1.05*(District Magnitude - Avg District Magnitude)) +  

+ (1-0.1*(Voter Turnout-Average Voter Turnout))*3.08*Overall Index Value] 

Table A.4 shows the results for each formula. Depending on the index and reference study used, the Czech Republic 
could have its budget deficit reduced by 0.238 or 0.25 percent of GDP, or its debt could grow by 0.325 percent of GPD 
per year less if its index of fiscal institutions improved to that of the benchmark country. These numbers seem modest 
at first sight but they constitute about a tenth of the 3% deficit target encompassed by many countries including the 
Czech Republic. Also Since annual deficits accumulate into ever higher debts and interest payments on debts, we also 
perform an (admittedly rough) projection of fiscal developments over the next ten years. Taking the 2009 values of the 
gross debt ratio, the general government primary balance, and the yield on 10-year government bonds79, we calculate the 
gross debt ratio trajectory over 10 years, and the same trajectory assuming that the budget balance or change in debt 
ratio are reduced every year by the predicted change in the index of fiscal institutions to the level of the benchmark 
country. Lower part of Table A.4 reports the results. 

 

 

                                                      

76For more details on the construction of indices including index weighting and authorsõ motivations for a given survey structure, see HSH and FM. 

77 Since the regressions in HSH use several sub-indices (the so-called delegation, fiscal contracting, and fiscal targeting indices), the benchmark is 
constructed separately for each sub-index.  

78For a description ofpolitical system variables District Magnitude and Voter Turnout, please see (FM, pp. 737-738). 
79Gross debt ratio/GDP=0.354, Primary balance/GDP=0.053, 10-year yield on government bonds 3.98%. Source: The Czech National Bank and the 
Czech Statistical Office. 
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TABLE A.1: FISCAL INSTITUTIONS AND THEIR INDEX PARAMETERS FOR THE CZECH REPUBLIC: HSH INDEX. 

A.BUDGET NEGOTIATIONS ASSIGNED 2009 VALUES 

1. GENERAL CONSTRAINT 3 

2. AGENDA SETTING 4 

3. SCOPE OF BUDGET NORMS IN THE SETTING OF AGENDA 2.66 

4. STRUCTURE OF NEGOTIATIONS 4 

B. BUDGET APPROVAL  

5. PARLIAMENTARY AMENDMENTS 4 

6. PARLIAMENTARY AMENDMENTS REQUIRED TO BE OFF-SETTING 4 

7. CAN CAUSE FALL OF GOVERNMENT 4 

8. ALL EXPENDITURES PASSED IN ONE VOTE 2 

9. GLOBAL VOTE ON TOTAL BUDGET SIZE 4 

C. BUDGET IMPLEMENTATION  

10. MINISTER OF FINANCE CAN BLOCK EXPENDITURES 0 

11. SPENDING MINISTRIES ARE SUBJECT TO CASH LIMITS 0 

12. DISBURSEMENT APPROVAL REQUIRED FROM MINISTER OF FINANCE OR CONTROLLER 0 

13. TRANSFERS OF EXPENDITURES BETWEEN CHAPTERS 4 

14. CHANGES IN THE BUDGET LAW DURING EXECUTION 2 

15. CARRY-OVER OF UNUSED FUNDS INTO THE NEXT YEAR 1.33 

D. BUDGET RULES  

16. MULTIANNUAL TARGET 2 

17. PLANNING HORIZON 2 

18. NATURE OF MULTI-ANNUAL TARGET 4 

19. DEGREE OF COMMITMENT 3 

 

TABLE A.2: FISCAL INSTITUTIONS AND THEIR INDEX PARAMETERS FOR THE CZECH REPUBLIC: FM INDEX 

A. PREPARATION  ASSIGNED 2009 VALUES 

1. EXISTENCE OF STATUTORILY MANDATED FISCAL RULES 0 

2. SEQUENCE OF BUDGETARY DECISION MAKING 4 

3. COMPILATION OF THE DRAFT BUDGET 4 

4. MEMBERS OF EXECUTIVE RESPONSIBLE FOR RECONCILING CONFLICTS OVER BUDGET BIDS  0 

B. LEGISLATION  

5. CONSTRAINTS ON THE LEGISLATURE TO AMEND THE GOVERNMENT'S DRAFT BUDGET  4 

6. SEQUENCE OF VOTES  4 

7. RELATIVE POWER OF THE EXECUTIVE VIS-À-VIS THE PARLIAMENT  2.67 

8. AUTHORITY OF THE NATIONAL PRESIDENT IN THE BUDGET PROCEDURE  2.67 

C. IMPLEMENTATION   

9. FLEXIBILITY TO CHANGE BUDGET AGGREGATES DURING EXECUTION.  4 

10. TRANSFERS OF EXPENDITURES BETWEEN CHAPTERS (I.E. MINISTRIES' BUDGETS)  2.67 
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11. CARRYOVER OF UNUSED FUNDS TO NEXT FISCAL YEAR  1.33 

12. PROCEDURE TO REACT TO A DETERIORATION OF THE BUDGET DEFICIT (DUE TO UNFORESEEN 2.67 

 

TABLE A.3: INDEX VALUES FOR THE CZECH REPUBLIC AND THE BENCHMARK COUNTRY, HSH AND FM 

INDICES 

HSH CZECH REPUBLIC 3RD QUARTILE OLD EU-15 

DELEGATION INDEX (TABLE A.1, A+B+C)X 0.69XX 0.76 

CONTRACT INDEX       (TABLE A.1,C10,C13,D) 0.56 0.77 

FISCAL TARGET                (TABLE A.1, D) 0.69 0.91 

FM CZECH REPUBLIC ESTONIA 

OVERALL INDEX VALUE 2.67 2.72 

 

x Terms in brackets refer to governance dimensions from HSH used for calculations. 
xx Index values from HSH have been rescaled to range between 0 and 1. 
Table A.3 Index values for the Czech Republic and reference benchmarks. 

 

TABLE A.4 CHANGES IN FISCAL PERFORMANCE PREDICTED BY AN IMPROVEMENT IN THE FISCAL 

INSTITUTIONS INDEX 

INDEX AND REGRESSION HSH HSH FM 

PREDICTED DEPENDENT VARIABLE  CHANGE IN GROSS DEBT RATIO BUDGET BALANCE BUDGET BALANCE 

REDUCTION IN BUDGET BALANCE (%GDP) 0.325 0.238 0.250 

IN BILLION CZK 12 8.8 9.2 

 REDUCTION IN DEBT OVER 10 YEARS (% GDP) 3.38%  3.20% 4.38% 

IN BILLION CZK 124 118 165 

 

Figures calculated using the formula Debt(t+1)=Debt(t)-Balance(t)+i*Debt(t). 

APPENDIX V I :  ESTIMATING THE SHARE  OF BUILDING SAVINGS SUBSIDIES THAT DO NO T LEAD 

TO HIGHER HOUSEHOLD SAVINGS 

Our methodology follows from a standard microeconomic theory of the impact of taxes and subsidies on savings. As 
households that do not respond to the savings subsidy with higher savings are those that use the building savings up to 
the limit beyond which additional savings are not subsidized, and also have savings exceeding the limit, the estimate 
relies on identifying households that save more than the limit. Households have also precautionary motives for savings. 
One has to then allow for the fact that even households whose savings exceed the limit could be affected by the 
subsidy, if the savings invested in alternative products are generally used for precautionary savings, while the building 
savings, which are of limited use for precautionary motives, may constitute genuinely new savings. To identify such 
households one would ideally need to have detailed information about the incomes, savings, and other characteristics at 
the household level.  

The most suitable data that we could identify was a survey òInvestments and debts of householdsó conducted in April 
2008.80 It is a representative sample of the Czech population of people older than 15 years and weights are available to 
allow extrapolating from the dataset to population aggregates. The sample size is 1114 and 82% of respondents gave 
valid answers to the questions that are of interest to us. The survey asked questions about whether the household is 

                                                      

80Investice a dluhy domácností, Factum Invenio 2008. Summary of the survey available at http://www.factum.cz/314_investice-a-dluhy-domacnosti-
2008 

http://www.factum.cz/314_investice-a-dluhy-domacnosti-2008
http://www.factum.cz/314_investice-a-dluhy-domacnosti-2008
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currently using, or considers using, specific savings, investment, and credit products. It also contains standard 
demographic information about the household, including monthly income. A major shortcoming of the survey is that it 
only records whether the household is using a given financial product or not, but does not ask how much money it 
saves or owes through the product. Therefore we were forced to make some assumptions to identify households whose 
savings were unaffected by the subsidy.  

The general assumption is that if the household saves more than the limit, including its non-precautionary savings, then 
such household is likely to use a wider range of savings products. For example, a household that invests in the building 
savings and also owns long-term deposit accounts, stocks, and mutual funds is almost certainly unaffected by the 
availability of the building savings subsidy. But a household that invest in building savings and a short-term deposit 
account only is quite likely using the deposit account for precautionary motives and therefore some of its building 
savings may constitute additional savings induced by the subsidy. We therefore classify households that save through the 
building savings but are not affected by the subsidy as those that  

Á Have two or more savings products that can be regarded as reasonable substitutes to the building savings. 

(Deposit accounts, deposit certificates, stocks, mutual funds, òcash in the closetó, etc., while current accounts, 

short-term accounts and pension savings are excluded as the motives driving savings in these products are 

substantially different from motives behind building savings) 

Á Have a loan from the building savings company, or have two other types of loans (consumer loan, car leasing), 

excluding mortgage. Household that borrow and save have building savings at the same time are also almost 

certainly unaffected in their level of savings (or debt) since they simply use the subsidy to maximize the value of 

their òportfolioó.  

We also identify households that have building savings and in whose case the subsidy actually leads to higher savings. 
The criterion is that the household 

Á Does not have any other long-term savings product, or does not have any outstanding loan except mortgage.  

The assumptions used to classify households in this way are inevitably arbitrary, but we think they are fairly conservative 
and bias our estimates towards underestimating the share of unaffected people.81 

Once we identify households that have òtoo manyó other savings and credit products, we need to make an additional 
assumption about how many of them save into the building savings at the contribution limit. Recall that a household 
that has total savings above the limit but its savings in the building savings are below the limit is likely affected by the 
subsidy at the margin. The population-wide average is actually near the limit82. We therefore assume that all households 
save at the limit in the higher income groups where participation in building savings is prevalent (over 66%). For lower-
income groups, we assume that the share of households in that income groups that save at the limit is proportional to 
the participation of that income group relative to the higher income groups.83 The remaining steps are mechanical ð we 
sum up the number of households classified in each income group, multiply by the fraction assumed fraction of those 
that save at the limit and multiply by the limit amount to compute the total amount of the subsidy in that does not lead 
households in the sample to have higher savings. Last, the sample weights are used to extrapolate this number to the 
population. As a result, we obtain that at least 44% of total expenditure on the subsidy goes to households whose 
savings are not any higher because of the subsidy, while at most 29% of the subsidy goes to households whose savings 
are likely to be increased by the subsidy. The remaining 27% is indeterminate as it goes to households that cannot be 
reasonably classified in either category. 

 

  

 

  

                                                      

81 E.g., we do not classify as unaffected the households that have building savings and mortgage at the same time, although a strong argument can be 
made that such households are in fact unaffected.  

82 The average annual subsidy per client was CZK 2927 in 2009 while the subsidy at the limit is CZK 3000. The average however is slightly 
contaminated by the fact that some clients are still collecting the subsidy according to the old rules (for savings that started before 2004) when the 
limit was CZK 4500. Source:http://acss.cz/cz/novinari-a-odbornici/vyvoj-statistik/ 

83 E.g., if 20% of households have building savings in the CZK 15,000-20,000 income group while 60% of households have building savings in the 
higher income groups (CZK  30,000 and more), we assume that 30% (20/60) households in the CZK 15,000-20,000 income group save at the limit. 

http://acss.cz/cz/novinari-a-odbornici/vyvoj-statistik/
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O IDEA  

Institut pro demokracii a ekonomickou analýzu 
(IDEA) je novým projektem Národo-
hospod§Əsk®ho ¼stavu AV ļR, v. v. i. a prof. Jana 
ġvejnara.  IDEA je modern² a politicky nez§visl® 
myĢlenkov® centrum (think-tank), které vytv§Ə² a 
nabízí Ģirokou Ģk§lu podstatnĩch myĢlenek a 
n§zorơ pro veƏejnou sf®ru, zaloĤenĩch na solidní 
analĩze;  pƏispívá ke vzniku celonárodní vize a 
strategie pro budoucnost a  poskytuje obĽanơm 
dostateĽn® informace k tomu, aby byl jejich hlas 
vĩraznřji slyĢet uprostƏed spoleĽensk®ho dřn² a 
jejich zvolen® pƏedstavitele vedl k odpovřdnosti 
vơĽi veƏejnĩm z§jmơm. 

 

Principy fungování IDEA 

1. Vytv§Əen² shody na z§kladř intelektu§ln² 
otevƏenosti ð pƏij²m§n² voln® soutřĤe myĢlenek, 
otevƏenost podnřtơm z rơznĩch Ľ§st² svřta, 
pƏehodnocov§n² existuj²c²ch stanovisek vzhledem 
k novým výzvám. 

 

2. VyuĤ²v§n² nejvhodnřjĢ²ch teoretickĩch a 
praktickĩch poznatkơ ð snaha o rozvinut² postupơ 
na z§kladř nejlepĢ²ch teoretickĩch i praktickĩch 
poznatkơ (z ļesk® republiky i ze zahraniĽ²). 

 

3. ZamřƏen² aktivit na vytvoƏen² efektivn² politiky 
a strategie ļeské Republiky ð doplƀovat 
akademické instituce vytv§Əen²m podkladơ 
efektivn²m a operativn²m zpơsobem. 

ABOUT IDEA  

Institute for Democracy and Economic Analysis 
(IDEA) is a new project of the Economic 
Institute of Czech Academy of Sciences and of 
prof. Jan ġvejnar. IDEA is a modern and 
politically independent think-tank that generates 
and disseminates a broad range of leading ideas 
for policy, based on solid analysis; contributes to 
the creation of a national vision and strategy for 
the future; and provides citizens with sufficient 
information to make their voices heard in public 
life and to hold their elected leaders accountable 
to the public interest. 

 

 

IDEAõs guiding principles 

 

1. Creating policy consensus on the basis of 
intellectual openness ð accepting free 
competition of ideas; being open to ideas 
generated in all parts of the world; re-evaluating 
existing positions in the face of new challenges. 

 

2. Using best theoretical and empirical 
frameworks ð striving to develop policies on the 
best conceptual framework and empirical 
evidence (from the Czech Republic and abroad). 

3. Focusing activities on creating effective policy 
and strategy in Czech Republic ð 
complementing academic institutions by 
formulating documents in an effective 
operational way. 
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