
   
 

   
 

 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
         

Evaluation of the General 
Government Budget 
Proposal for 2023-2025 
 

Key conclusions and 
recommendations 
 
 
 

November 2022 
 

 
 
 
 
 



 
Evaluation of the General Government Budget Proposal for 2023-2025 

 Key conclusions and recommendations  
(November 2022)  

  

 www.rrz.sk  2 

 
Basic information about CBR’s positions 
 

In order to achieve long-term sustainability of Slovakia’s economy, enhance transparency and 
increase public spending efficiency and in an effort to promote long-term competitiveness of the 
Slovak Republic while taking into account the requirement of economic and social justice and 
solidarity between the present and future generations, the Council for Budget Responsibility 
(CBR) was formed in 2012 as an independent body set up to monitor and evaluate the fiscal 
performance of the Slovak Republic. Its role is to provide professional, comprehensive and 
politically unbiased information to the public on the development of public finances. 

 

 

Basic information on how the budget is evaluated 
In order to realistically evaluate budgetary policy, the Council first estimates the budget balance 
for the current year. These estimates are published through updates to the budgetary traffic 
lights. The CBR than prepares a fiscal outlook for each year based on the most recent estimate 
of macroeconomic development and a realistic estimate of the proposed revenue- and 
expenditure-side measures. Unspecified measures are not included in the estimates. The result 
is a “CBR scenario”. The CBR scenario thus describes the impact the budget is likely to have on 
public finances provided that no additional measures are adopted.  
 
The CBR scenario is then compared against a no-policy-change (NPC) scenario. The two 
scenarios are subsequently used to quantify analytical indicators, such as the government’s 
consolidation effort, and to prepare an overall analytical assessment of the budget.  

 
 
 
 
© Secretariat of the Council for Budget Responsibility, 2022 
 

This report presents the official positions of the Council for Budget Responsibility in line with its mandate 
laid down in Article 55a of the Slovak Constitution and in constitutional Act No. 493/2011 on fiscal 
responsibility. 
 
This publication is available at the CBR website (http://www.rrz.sk). 
 

 

Copyright © 

The Secretariat of the Council for Budget Responsibility respects all third-party rights, in particular those 
protected by copyright (information and/or data, stylistics and wording of texts to the extent they are of 
an individual nature). The publications of the CBR Secretariat containing a reference to copyright 
(©Kancelária Rady pre rozpočtovú zodpovednosť, Kancelária RRZ, Secretariat of the Council for Budget 
Responsibility/Secretariat of the CBR, Slovakia/year, and the like) may be used (reproduced, web-
referenced, etc.) only on the condition that their source is correctly cited. The general information and 
data published without a reference to copyright may be published without citing their source. Insofar as 
the information and data are clearly obtained from the sources of third parties, the users of such 
information and data shall respect the existing rights or undertake to procure permission for the use 
thereof separately. 
 

 
 
Any suggestions or comments on the report are welcome at sekretariat@rrz.sk. 

https://www.rrz.sk/znacka/rozpoctovy-semafor/
https://www.rrz.sk/znacka/rozpoctovy-semafor/
mailto:sekretariat@rrz.sk
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Key conclusions and recommendations 
 
The draft general government budget for 2023 to 2025 was submitted by the government amid 
Russia’s military aggression against Ukraine and the energy crisis, the negative impacts of 
which are reflected in a significant deterioration of both the macroeconomic and fiscal 
development outlook. The resulting long-term burden on public finances is estimated at as 
much as 0.7% of GDP. Without the funding from EU funds, the Slovak economy would not grow 
next year at all. Due to the war, the economy will be underperforming, while the risk of being 
hit by a recession next year has increased considerably. 
 
The draft 2023-2025 general government budget is the first budget proposal presented 
after the entry into force of the legislation that has introduced expenditure ceilings as a 
fiscal rule. The expenditure ceilings are a key budgetary tool to achieve the long-term 
sustainability of public finances and was supposed to apply for the first time to the 2023-2025 
general government budget. The current draft budget was not prepared in compliance with 
the expenditure ceilings since the Ministry of Finance and the CBR have still not agreed on 
the final methodology1 for calculating, updating and evaluating compliance with the ceilings. 
Therefore, the Council could not calculate the ceilings and submit them to the parliament for 
discussion as required under the General Government Budgetary Rules Act. 
 
Assessing the fiscal policy is also important in view of the projected amount of the 2022 gross 
debt exceeding the highest sanction bracket and termination of the two-year exemption on the 
application of sanctions under the third, fourth and fifth sanction bracket for the new 
government on 5 May 20232. The government has not clarified how it plans to address these 
sanctions if the 2022 debt proves to be in excess of the fifth sanction bracket. According to the 
CBR, the existing situation cannot be resolved by solely formally complying with the 
applicable rules, or by directly circumventing them, but they must be appropriately adjusted 
through the adoption of the proposed amendment to Act No. 493/2011 on fiscal 
responsibility, designed to update the debt break mechanism and bring it into 
compliance with the expenditure ceilings. 
 
Against the general government deficit originally budgeted at the level of 4.9% of GDP in 2021, 
the government currently estimates the deficit to increase to 5.0% of GDP. For 2023, the budget 
proposal assumes a year-on-year increase in deficit to 6.4% of GDP. The presented budget 
expects a gradual decrease in deficit towards the level of 4.1% of GDP by 2025. The government 
intends to achieve a 3.4% of GDP general government deficit in 2024 and, subsequently, 
at 2.7% of GDP in 20253, but there are currently no measures prepared for those years 
that would result in meeting these goals. 
 
The draft budget assumes a decrease in gross debt from 62.2% of GDP in 2021 to 59.8% of GDP 
in 2022 and a subsequent further sharp decline towards a 56.8% of GDP level by the end of 2025, 
relying on the fulfilment of fiscal objectives that are not supported by any measures. This decline 

 
1  Despite its repeated requests, the Council has not received any comments on the proposed methodology since 

the meeting of 14 July 2022. 
2  After this deadline, the government would be obliged to block 3% of selected government expenditures and 

immediately ask the parliament for a vote of confidence. At the same time, it should draw up a proposal for a 
balanced general government budget for 2024, containing no increase in expenditures. 

3  The draft budget plan presents two objectives for 2024: 1) a balanced budget that formally complies with the 
applicable sanctions under the constitutional Fiscal Responsibility Act; and 2) a deficit of 3.4% of GDP which, 
according to the Ministry of Finance, requires structural consolidation by 0.5% of GDP pursuant to the Stability 
and Growth Pact rules and is more realistic in terms of the necessary size of measures. 
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is mainly driven by a high pace of inflation expected in the upcoming period. Irrespective of the 
discontinuation in debt level growth in 2021, starting from 2020 the debt has been above the 
upper limits of sanction brackets under the constitutional act and will remain above this limit 
throughout the forecast period, according to the Ministry of Finance. 

 
The purpose of the CBR’s opinions is to offer an independent view on the budget and assess 
whether the fiscal policy setup is sufficient in terms of achieving the targets set and, at the same 
time, to identify potential risks which need to be eliminated through the adoption of additional 
measures. In line with its mandate, the CBR also assesses whether the current budget creates 
conditions to ensure the long-term sustainability of public finances and to meet the national 
fiscal rules. To that end, the CBR wishes to highlight the following key conclusions from its 
evaluation: 
 

• The baseline year for the preparation of the 2023-2025 general government budget is 2022. 
If no additional measures are adopted by the end of the year, the Council believes 
the 2022 deficit may be 3.5% of GDP only. This represents a considerably better starting 
position (by 1.5% of GDP) for the 2023-2025 period than as currently estimated by the 
government. The positive risk is mostly associated with the overestimated spending of 
current and capital expenditures included in the government’s estimate compared to the 
actual development. We currently estimate the government’s consolidation effort to 
stand at 0.3% of GDP this year. 
 

• Under the no-policy-change scenario (without new measures approved in 2022), the 
general government deficit would increase – from the 2022 level of 2.6% of GDP 
followed by a temporary decrease to 1.5% of GDP in 2023 – to 2.9% of GDP in 2024 and 3.2% 
of GDP in 2025 (cumulative structural deterioration by 0.1% of GDP). This development is 
mainly associated with the deterioration in macroeconomic development caused by Russia’s 
aggression in Ukraine and the energy crisis, and a decline in real and increase in nominal 
parameters driven by robust inflation. Viewed by individual years, the effect of high 
inflation rates on public finances will be shifting since, unlike revenues, a large portion of 
expenditures responds to the growth in nominal economy with a delay. A temporary 
improvement caused by the growth in tax revenues in 2022 and 2023 will be fully erased by 
the growth in expenditures linked to the high inflation rate in subsequent years. 

  

Balance and debt expected under the draft general government budget compared to the 
CBR’s estimate (in % of GDP) 

  2021 2022 2023 2024 2025 

 Balance under draft budget to 2023-2025 (government's 
targets) * 

-5.5 -5.0 -6.4 -3.4 -2.7 

Gross debt under draft budget for 2023-2025 (government’s 
targets) 

62.2 59.8 59.0 58.5 56.8 

 1. Balance of the GG Budget Proposal for 2023-2025 -5.5 -5.0 -6.4 -4.3 -4.1 
 2. Budget balance estimated by the CBR -5.5 -3.5 -5.6 -4.6 -4.8 
    difference (2-1) 0.0 1.5 0.9 -0.3 -0.7 

 3. Gross debt of the GG budget proposal for 2023-2025 62.2 59.8 59.0 59.4 59.0 
 4. Gross debt estimated by the CBR 62.2 58.1 56.3 57.0 56.7 
    difference (4-3) 0.0 -1.7 -2.7 -2.4 -2.3 

p.m. Upper debt limit in the constitutional act 56.0 55.0 54.0 53.0 52.0 
* The 2023 draft budget plan sets two objectives for 2024: 1) a balanced budget that formally complies with the applicable sanctions 
under the constitutional Fiscal Responsibility Act; and 2) a deficit of 3.4% of GDP which, according to the Ministry of Finance, 
requires structural consolidation by 0.5% of GDP pursuant to the Stability and Growth Pact rules and is more realistic in terms of 
the necessary size of measures.  

Source: MF SR, CBR 
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Size of  measures under the CBR’s balance estimate against the NPC scenario (% of GDP ) 

    2022 2023 2024 2025 

1. NPC balance -2.6 -1.5 -2.9 -3.2 
2. Balance estimate (including risks identified by the CBR) -3.5 -5.6 -4.6 -4.8 
3. Size of measures (2-1) -0.9 -4.0 -1.7 -1.6 

-    measures with temporary effects -0.5 -1.9 0.0 0.0 
-    permanent measures -0.4 -2.0 -1.4 -1.3 
-    change in interest payments (due to the measures) 0.0 -0.2 -0.3 -0.3 

Note: The 2022 estimate without new measures served as the basis for the preparation of 
the NPC scenario.  

Source: RRZ 

 
• The Council estimates that the 2023 deficit may be as high as 5.6% of GDP. The deficit 

level estimated by the Council for 2023 is thus 0.9% of GDP lower than the one projected 
by the government. From this point of view, the submitted budget for the next year can 
be assessed as realistic even though negative risks as well as positive developments in 
some items have been identified in the budget structure.  

 

• The Council considers the creating of reserve funds of 3.4bn euros to help address high 
energy prices a prudent measure. However, it is important that the funds are only spent 
on a temporary and targeted support and the government should give transparent 
reasons for this particular type of assistance and its size. If, due to a better-than-
expected development, it will not be necessary to provide aid in the full allocated amount, 
or if these expenditures are partially covered by EU funding, the remaining funds should 
automatically be saved because the current rules formally allow the government to use them 
for other purposes, as well. On the other hand, if a higher amount of compensations proves 
necessary, the parliament should increase this reserve. 

 

• In the upcoming years, the Council estimates a reduction in deficit to 4.6% of GDP 
in 2024, and to 4.8% of GDP in 2025. In particular in 2025, the estimate is 0.7% higher than 
the budget balance according to the Ministry of Finance; therefore, the budget prepared 
in those years cannot be considered realistic. Furthermore, assessed against the 
declared targets, the government lacks specific measures in the amount of 1.2% of GDP in 
2024 and 2.1% of GDP in 2025. 
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Estimates of GG fiscal performance in 2023-2025 by the CBR and the Ministry of 
Finance (in % of GDP) 

 

 Source: MF SR, CBR  

 

• According to the CBR’s estimate, the permanent measures cumulatively 
increase the deficit by 0.6% of GDP (approximately 740 million euros) over 
the 2022-2025 period. Their net contribution to the permanent change in the 
general government balance will be negative in 2023, at 1.6% of GDP, mostly due 
to the adopted legislation; this, however, will partially be offset by the 
development in the next two years (improvement by 0.05% and 0.2% of GDP, 
respectively). The effect of deficit-improving measures, mainly in 2024 and 2025, is 
mostly associated with the CBR’s assumption that local authorities will be forced to 
offset the shortage in revenues caused by legislative changes and the increased 
spending on compensations and intermediate consumption not covered by 
revenues by permanent cuts in operating expenditures (contribution of 0.3 p.p.). If 
this assumption did not materialise, the government measures would contribute 
0.9% of GDP in total to the deterioration of the balance between 2022 and 2025. By 
contrast, if the new revenue-side measures, which have already passed the first 
reading in the parliament, as well as an increased support to medical doctors are 
approved, the negative impact of the measures would fall from 0.6% to 0.5% of GDP.  
 

Basic indicators of the budget proposal under the CBR scenario (ESA2010, % GDP) 

  2021 2022 2023 2024 2025 

Structural balance  -1.4 -2.4 -3.3 -3.8 -3.7 
Government’s consolidation effort*  -  0.3** -1.6 0.5 0.2 
General government gross debt  62.2 58.1 56.3 57.0 56.7 
General government net debt 50.6 48.0 49.2 50.9 51.8 
Fiscal impulse (+ means restriction, - expansion) 0.3 0.3 -2.8 2.8 0.9 

p.m. output gap according to the CBR methodology -0.3 -0.1 -1.5 -1.5 -0.8 
*Government’s consolidation effort is defined as a year-on-year change in structural balance beyond the development 
under the no-policy-change scenario, after taking into account the factors with no impact on long-term sustainability 
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(2nd pension system pillar, PPP projects) and debt interest payments. It is a different indicator than the consolidation 
effort indicator used by the Ministry of Finance, which only includes the change in structural balance. 
** An estimate derived by comparing the development in structural balance under the NCP scenario based on the 
situation in 2021 according to the CBR’s most recent macroeconomic forecast (structural deficit of 2.6% of GDP in 
2022) against the CBR’s current estimate (structural deficit of 2.4% of GDP in 2022).  

Source: CBR’s methodology 

 

• The analysis of adjusted expenditures shows that the growth in expected current 
expenditures is 1.8 p.p. slower in 2022 than the economy’s trend performance. In 
2023, on the other hand, they outpace it by 2.3 p.p. It means that, cumulatively, 
the adjusted current expenditures grow in line with the economy’s trend 
development in 2022-2023. The 2023 expenditures are thus catching up with their 
slower increase in 2022. Given the strong need for consolidation in the medium 
term, it is desirable that the pace of growth in (adjusted current) expenditures be 
lower than economic growth. 

 

• Based on the estimate of the development in general government balance, the CBR 
expects that the gross debt may amount to 58.1% of GDP in 2022, a year-on-year 
decline of more than 4 p.p. from its historically highest level of 62.2% of GDP in 
2021. In the subsequent years, it would decline to reach 56.7% of GDP by the end of 
2025, including due to the projected significant inflation and a gradual reduction in 
the cash reserve. With respect to the gradual decrease in the thresholds of sanction 
brackets, this would mean that the 2025 debt remains nearly 5 p.p. above the 
upper limit of debt break. The net debt would stand at 48.0% of GDP at the end 
of 2022. Due to the absence of consolidation measures, the CBR expects the net 
debt to gradually rise to 51.8% of GDP by the end of the medium-term horizon 
(the end of 2025). The new permanent government measures increase the debt by 
3.4 p.p. over the period until 2025. 

 

• The level of the long-term sustainability indicator is estimated to remain in 
the high-risk zone; in order to achieve the long-term sustainability, revenues 
would need increase and/or expenditures decrease by more than 6.4bn euros (5.2% 
of GDP). The situation is partially driven by external factors, especially Russia’s 
aggression against Ukraine and the energy crisis, which contributed 0.7% of GDP to 
the deterioration in sustainability of public finances. Another 0.7% of GDP came 
from the introduction of the automatic entry to the second pension system pillar, 
although the Council evaluates its introduction positively4.  

  

 
4  Since the long-term sustainability indicator covers a period of 50 years and the benefits of lower payments from 

the 1st pillar to the persons concerned will for the most part accrue after this interval (and are therefore ignored 
from the 50-year-based calculation), the long-term sustainability indicator estimates a deterioration of 0.7% of 
GDP. If a longer time framework was taken into account, the impact on sustainability would be lower. 
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Development in long-term sustainability (% of GDP) 

  
(*)The automatic entry to the 2nd pillar is considered by the Council as positive from the long-term 
perspective. 

Source: CBR 

 

• Adjusted for the aforementioned factors, the long-term sustainability of public 
finances will improve by 0.1% of GDP. The major contribution to this 
improvement comes from the pension system reform (1% of GDP) and expected 
savings by local governments (0.3% of GDP). By contrast, the remaining government 
measures worsen the sustainability of public finances by 1.2% of GDP. The Council, 
therefore, points out that, without the pension system reform, the presented 
general government budget has a negative impact on the long-term 
sustainability because the pension reform savings will only be felt after the 
budget period. 

 

• In the medium term, the CBR believes the main objective of the government 
should be to stabilise debt and create conditions for its further reduction by 
bringing deficit below the 3% of GDP limit and safely reducing the high risk 
of long-term sustainability to the medium risk zone. 
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• The Council positively evaluates the set budgetary objective of decreasing 
deficit to 2.7% of GDP by 2025. If met, it would provide room for reduction of (net) 
debt and the long-term sustainability of public finances could improve by 1.4% 
of GDP and enter the medium risk zone (the long-term sustainability indicator of 
3.8% of GDP), This would eliminate the permanent negative effect of Russia’s 
aggression on public finances. In order to achieve both recommended 
objectives by 2025, it would be necessary to reliably specify additional 
consolidation measures in the amount of approximately 2% of GDP, 
according to the CBR.  

 

• By delaying the introduction of expenditure ceilings, the measures (deteriorating 
balance) approved before the adoption of the ceilings will not have to be funded in 
a permanent manner. As a result, the overall level of expenditures for 2024 and 2025 
has increased compared to a scenario under which the expenditure ceilings would 
have been adopted at the beginning of the budgetary process. The government’s 
target deficit of 2.7% of GDP for 2025 would be in line with the ceilings if the 
methodology proposed by the Council is applied. In 2023, if there was a 
positive economic growth, the expenditure ceilings would require structural 
consolidation of 0.2% of GDP instead of 0.5% of GDP owing to the adoption 
of legislation improving the long-term sustainability beyond the effects of 
the budget. If GDP falls, expenditure ceilings do not apply.  

 

• In addition to domestic investments that have undergone a “zero-based budgeting” 
reform in the recent years, the Value for Money principle should be applied more 
intensively to other economic policies, as well5.  

 

  

 
5  The Ministry of Finance, and/or its Value for Money Unit, currently assess all investment projects of ministries 

and their organisations exceeding 1 million euros irrespective of the source of their funding. Assessment of smaller 
projects over 1 million euros was introduced by a government resolution (UV-22129/2020) at the end of 2020 and, 
compared to large projects, is considerably simplified. 

https://rokovania.gov.sk/RVL/Material/25377/1
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