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Executive Summary

It is expected that the Government of Latvia will achieve its fiscal policy targets in 2017, but there are
several risks associated with expenditure planning and the recent tax reform. The Latvian economy is
growing and the growth rate will be above potential. In the current period of rapid economic growth,
public finances must be strengthened, government debt levels should be reduced, and reserves for the
next cyclical downturn should be built.

In 2016, the general government budget balance was better than anticipated. Latvia is one of
several EU member states that outperformed their budget balance targets in 2016. The general
government budget of Latvia was balanced, despite the fact that the budget balance target for 2016
was -1.0% of GDP.

The Saeima adopted a comprehensive tax reform. On July 28, the Saeima approved a tax reform
package aimed at strengthening economic growth and reducing the labour tax burden.

The tax reform will reduce the tax burden on low and medium income earners. The PIT rate was
lowered to 20% (for income up to 20 000 euro per year) as part of the tax reform and the differentiated
non-taxable allowance was increased to 200 euro (for people who earn up to 440 euro per month).
Together, these measures reduce the labour tax wedge, which is relatively high for low income
earners.

The Council welcomes the second iteration of the expenditure review and underlines that
increased expenditure efficiency will be crucial in the future. As a result of the expenditure review,
it was concluded that around 81 million euro could be used for other purposes in 2018. The amount is
slightly lower for 2019 (73 million euro). The practice of reviewing expenditures is welcome and work
on improving the efficiency of budget expenditures needs to continue.

The 2017 budget balance is worsened by several government decisions that entail additional
spending. The payment to Latvenergo for the purpose of reducing mandatory procurement component
payments for electricity consumers will reduce the possibilities for improving the budget balance in
2017. There was additional expenditure on addressing various sectoral problems, mainly through the
redistribution of savings from "Contributions to the budget of the European community”, which the
Council considers to be inconsistent with the requirements of the FDL.

The Council notes that expenditure plans need to better reflect expenditure needs. In the medium
term, the government will have limited resources to increase staff remuneration and maintain the
attractiveness of positions in the public sector. In addition, conditions in financial markets and higher
interest rates may increase interest expenditure, thus limiting the resources available for other needs.

Reforms with significant fiscal impact should not be separated from the budget preparation
process. Submission of tax reform laws to the Saeima was suspended from the budget preparation
process. The Council contends that the fragmentation of important fiscal policy decisions should be
avoided by ensuring their simultaneous adoption with a new MTBFL.

The Council notes risks associated with the lack of a medium-term vision regarding the
resources necessary to perform government functions. The approved tax policy changes will not
increase revenues to achieve the desired tax-to-GDP ratio by 2020 and their long-term effects are
unclear. Moreover, several details (for example, in relation to corporate income tax) have yet to be
fully formulated. It is necessary to assess the impact of the reform on government revenues, taking
into account the financial resources that will be required to effectively deliver services and perform
administrative functions.



The capacity of the State Revenue Service should be aligned with changes in the tax system in
order to facilitate and encourage compliance. The current administrative and technical
arrangements of the State Revenue Service need to be adjusted to ensure the institution's ability to
administer the tax system, collect tax revenues and effectively communicate with taxpayers. At the
same time, targeted efforts to limit tax evasion must play a significant role in improving Latvia’s tax-
to-GDP ratio.

The Council welcomes the decision to establish a fiscal security reserve for 2018 and 2020, and
urges the government to observe the law and establish a fiscal security reserve for 2019 in the
amount of 0.1% of GDP. Citing insufficient fiscal space, the Cabinet of Ministers decided not to
establish a reserve for 2019. The Council insists that the lack of funds is not a sufficient reason not to
establish a reserve. The reserve serves as a buffer against the negative effects of fiscal risks and,
without creating a reserve, the government exposes public finances to sudden shocks at a moment of
rapid economic growth.

The Council notes that further improvements to fiscal risk analysis are needed. Although the
Council is pleased with improvements to forecasting special budget expenditure, a number of
previously identified weaknesses have not been resolved. For example, the analysis should be
comprehensive and avoid excessive reliance on qualitative assessment and the wide application of the
principle of symmetry should be abandoned.

Bold reform measures are needed to boost potential growth. Although the MoF’s potential GDP
growth rate forecast for 2021-2024 is 3%, the Council believes that the current economic structure is
not conducive to sustainable long-term growth at 3%. The pace of potential growth is likely to
gradually fall below 3%. There is a need for radical reform measures to ensure a skilled and
competitive labour force, promote productivity and ensure sustainable economic growth.

The Council believes that the favourable economic conditions mean that the Government should
plan a budget with a surplus. From 2018 onwards, the economy will grow above its potential,
creating an output gap. If the current real growth rate persists, the government will have to set more
ambitious budget balance targets with a smaller deficit and even a surplus in the near future. Under
favourable economic conditions, a high level of government debt, that has been accumulated during
the crisis and a period slow economic growth, has to be reduced.

Positive 2016 budget performance indicators reduce the risk of having to adjust the budget
balance. After comparing actual expenditure and structural budget balance indicators with the plans
for 2013-2016, the Council acknowledged that the methodological update of macroeconomic data for
previous periods, as well as the balanced outcome in 2016, means that there is no need to correct the
budget balance in the foreseeable future.

The Council continues to object to the use of deficit financing to implement the health care
reform. The Council agrees that funding for health careshould be increased. However, official
information on reform measures that will be implemented with the additional funding (113.4 million
euro in 2018; 149.9 million euro in 2019) and the expected results is currently insufficient.

The Council considers that the Government should recalculate expenditure ceilings, respecting
the fiscal rule calculation methodology. The Council contends that methodological errors lead to a
expenditure ceiling discrepancy of 187.7 million euro for 2019 and 369.0 million euro for 2020. The
difference derives from the fact that the Council cannot agree to the MoF’s treatment of the impact of
the tax reform in the calculation of the expenditure growth rule.



1 FISCAL PoLICY CHALLENGES

In 2016, the general government budget balance! exceeded expectations, and the budget was
balanced, while the budget balance target for 2016 was -1.0% of GDP. The positive outcome is
mainly due to slightly higher revenues, and lower expenditures as a result of the slow implementation
of EU-funded projects.

2014 2015 2016
General government
budget balance (target) -1.0 -1.0 -1.0
General government
budget balance (actual) -16 -1.3 0

Table 1: General government budget balance. Source: Ministry of Finance.

Latvia is among several EU member states that outperformed their balance targets in 2016. An
EC publication? notes that in 2016 expenditure levels generally remained at planned levels, revenue
ratios decreased less than expected, and revenues outperformed plans. Consequently, many member
states concluded the year with better than anticipated budget balances.

1.1 Revenues

The tax revenue plan was exceeded in 2016 despite slower than forecasted economic growth.
According to the State Revenue Service plan, 7.55 billion euro were expected to be collected in tax
revenues in 2016. However, 7.59 billion euro were collected, despite lower than forecasted nominal
growth. While revenues from VAT and PIT were lower than planned, these were compensated by
higher excise and coporate income tax revenues.

2014 2015 | 2016 |
Total tax revenues (|n_c. social 100.1% 100.2% 100.6%
security contributions)
VAT revenues 101.3% 98.3% 99.7%
PIT revenues 102% 101.5% 99.3%

Table 2: Execution of the State revenue service revenue plan. Source: State revenue service.

The Saeima passed a comprehensive tax reform. The Minister of Finance presented a tax reform
proposal on 28 February 2017. After lengthy debates with social partners, consultations with political
parties and several revisions, it was approved by the Cabinet and sent to the Saeima, where it was
expeditiously passed on July 28. The approved tax reform package contains significant modifications
to all major taxes, including PIT and CIT.

The implementation of reforms with significant fiscal impact should not be separated from the
budget preparation process. The tax reform package that was sent to the Saeima increased the
budget deficit for 2018 and 2019 above levels stipulated in the MTBFL 2017-2019. This is specifically
prohibited by the FDL, and the Council promptly identified and pointed at the non-conformity.
Fragmentation of important fiscal policy decisions should be avoided by ensuring the simultaneous
adoption of key policies with a new MTBFL.

! According to the CSB notification of April 21,2017, based on ESA 2010 methodology.

2 See An Overview of the 2017 Stability and Convergence Programmes and an Assessment of the Euro Area
Fiscal Stance for 2018, https://ec.europa.eu/info/publications/economy-finance/overview-2017-stability-and-
convergence-programmes-and-assessment-euro-area-fiscal-stance-2018 en, accessed on 03/10/2017.
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The tax reform aims to reduce the labour tax burden on people with low and medium incomes.
The PIT rate was lowered to 20% for income up to 20 000 euro per year as part of the tax reform. In
addition, the differentiated non-taxable allowance was raised to 200 euro for people who earn up to
440 euro per month. In conjunction, these measures reduce the tax wedge on low wage earners, which
is comparatively high.
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Chart 1: Tax wedge on low wage earners in 2015. Source: Eurostat

The impact of PIT changes on the reduction of income inequality is unclear. The introduction of a
31.4% PIT rate for people who earn above 55 000 euro per year means that high-income earners
would have to pay a larger proportion in taxes. However, the abolishment of the solidarity tax
eliminates the effect of the higher PIT rate. Furthermore, both local and international researchers have
indicated that the differentiated non-taxable allowance has a more significant impact on the reduction
of income inequality in this particular tax reform package. Meanwhile, the increase in the rate of social
security contrubutions is reducing the effect of increasing the progressivity of income taxation.

Modifications to the corporate income tax may have positive long-term effects, but they will also
have negative fiscal effects in the short term. The revised revenue estimates show that the decision
to levy a 0% tax rate on reinvested profits will significantly reduce corporate income tax revenues.
While the decision may improve the ability of businesses to develop and successfully weather future
crises, these effects will most likely manifest themselves in the long term, beyond the horizon period
of the draft MTBF.

Measures to reduce the shadow economy need to be spelled out in full. In addition to legal
changes, the tax reform also aims to incentivise behavioural changes that would reduce the shadow
economy. However, more specific measures should be outlined and approved to limit informal
activity, increase government revenues and lend credibility to the Government’s stated stance on
combatting the shadow economy.

The Council notes risks associated with the lack of a medium-term perspective regarding the
resources necessary to perform government functions. The current Cabinet has declared that it
intends to achieve a tax-to-GDP ratio of 1/3 by 2020. However, the proposed tax policy changes will
not increase revenues to reach the desired tax revenue levels by 2020, and their long-term impact is
unclear. The tax reform has not been supplemented with a comprehensive review of the medium-term
fiscal outlook and implemented without regard for the financial resources required to effectively
provide services and perform government functions.

Improving compliance will be crucial for increasing revenues. The tax reform aims to make the tax
system growth-friendly and stimulate economic activity, but it entails a significant revenue loss. This



suggests that targeted attempts to limit opportunities for tax avoidance and reduce tax evasion should
be the cornerstone of increasing Latvia's tax-to-GDP ratio.

Uncertainty surrounding core elements of the tax reform may erode public trust. The reform
passed by the Saeima differs considerably from the proposal that was made public on 28 February.
Furthermore, several specific details (e.g. regarding CIT) have yet to be spelled out in full. Attempts
have to be made to ensure that the new tax framework is clearly communicated to the public to avoid
misunderstandings and foster voluntary compliance.

The capacity of the State revenue service should be aligned with the revised tax framework.The
reform package foresees significant changes to all the main taxes. The current administrative and
technical arrangements in the State revenue service have to be adjusted to ensure the agency’s ability
to administer the tax system, collect tax revenues and communicate with taxpayers efficiently.

The revenue potential of property taxes remains underutilised. Taxes levied on immovable
property have a limited negative effect on economic growth prospects and the potential to reduce
economic inequality. However, due to public resistance to increasing tax rates and eliminating tax
breaks, the share of tax revenues generated from immovable property remains minor, even though
international observers (e.g. OECD) have repeatedly noted the revenue potential of property taxes.

2014 2015 2016
Property tax revenues (million 1913 197.0 219.9
euro)
0,
Property tax revenues (% of total 2 8% 2 8% 3.0%
tax revenues)

Table 3: Property tax revenues 2014-2016. Source: Treasury

1.2 Expenditures

The Council applauds the second iteration of the expenditure review and notes that efficiency
gains will be crucial in the future. The Government carried out an expenditure review and concluded
that in 2018 approximately 81 million euro could be used for other purposes. The amount is slightly
lower for 2019 — 73 million euro. While the practice of reviewing expenditures is commendable, more
comprehensive analyses of the way government funds are spent will be necessary. If government
revenues are not increased through taxation, making spending more efficient will allow the
Government to maintain crucial public services without increasing the deficit.

The Council is concerned by the government’s practice of modifying annual expenditure plans
and approving unplanned expenditures. Appropriations for these categories are not constratined by
the amount allocated in the budget if expenditures are higher than planned, and any savings in these
categories should not be reallocated for other purposes. The Council has advised the Government of
this non-conformity with FDL requirements. In addition, payments to Latvenergo for the purpose of
reducing mandatory procurement component payments for electricity consumers will reduce the
possibility of improving the budget balance in 2017. Meanwhile, recent experience suggests that the
Government takes up commitments that are not adequately reflected in planning documents and have
to be met by reallocating savings from protected budget programmes.

Medium-term expenditure plans should reflect wage pressure created by rapid economic
growth. Latvia’s economy appears to be on the upswing of the business cycle. This will likely
stimulate sustained wage growth in the private sector. However, in the medium term there will be
limited resources at the disposal of the government to increase the compensation of employees. A
shrinking working-age population will make the reduction of the number of public sector employees
the main tool for implementing pay increases to maintain the attractiveness of jobs in the public sector.

Conditions in financial markets and higher interest rates may drive up interest expenditure,
thus reducing the resources available for other expenditures. Public debt management has been

8



facilitated by accommodating European Central Bank policies and historically low interest rates. This
is expected to change in the near future. Nonetheless, Government plans still rely upon lower interest
expenditure in the outer years of the MTBF3.

Policy measures have to be brought into alignment with the requirements of countercyclical
fiscal policy. The pace of economic growth suggests that the economy is now on the upswing of the
business cycle. In such circumstances further stimulation of the economy with fiscal tools is
potentially dangerous as it exposes public finances to sudden shocks without adequate reserves.
Expansionary fiscal policy should be avoided to build fiscal buffers for the next cyclical downturn,
and policy measures have to be aligned with the requirements of the FDL.

1.3 Health care

The Council maintains its objection to increasing the deficit in order to implement health care
reforms. The Government has received permission from the EC to temporarily deviate from the
budget deficit target in order to continue implementing health care reforms. The Council agrees that
reforms are necessary. However, it holds that deficit-financing can only be used to implemenet
changes that are based on a clear long-term vision, specifi outcome indicators and make a significant
contribution to the long-term growth of the economy. The Council contends that the information that
has been made available is not sufficient to support the deficit increase.

Plans to increase funding for health care are salutary, but additional revenues will be required.
Public funding for health care in Latvia substantially lags behind other EU member states. In order to
provide additional funding, the Government has decided to increase the social security contribution
rate by 1pp and allocate the revenues to health care. Estimates suggest that this would provide an
additional 85.3 million in 2018, 99.6 million in 2019 and 105.5 million in 2020. However, this may
not be enough to cope with the growing pressure to increase funding for health care.
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Chart 2: General government funding on health in 2015. Source: Eurostat

The Council applauds the decision to identify the necessary funds to ensure stability after the
permitted deviation has expired. The permission from the EC to temporarily deviate from the budget
deficit target in order to continue implementing health care reforms is set to expire at the end of 2019,

3 See An Overview of the 2017 Stability and Convergence Programmes and an Assessment of the Euro Area
Fiscal Stance for 2018, https://ec.europa.eu/info/publications/economy-finance/overview-2017-stability-and-
convergence-programmes-and-assessment-euro-area-fiscal-stance-2018 en, accessed on 03/10/2017.
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and a significant proportion of the funds have been earmarked for regular expenditures. During the
Cabinet meeting that took place on 8 September it was announced that 144 million have been
earmarked for health in 2020, thus ensuring a steady flow of funds without increasing the budget
deficit.

Long-term health care expenditure plans should be mindful of demographic changes and future
expenditure needs. Data provided by Eurostat clearly show that Latvia’s population is ageing, and
Latvia’s public health indicators are poor. Coupled with the fact that pensioners generally have higher
health care needs, this means that there will be increasing demands upon the provision of public health
care. This is also important in relation to social expenditures. Even though the long-term expenditure
level on social protection is considered fiscally sustainable, the low adequacy of pensions may create
political pressure to increase spending.

1.4 Assessment of the Statement of Fiscal Risks

The Government has a responsibility to carry out a comprehensive assessment of fiscal risks,
prepare a Statement of Fiscal Risks (hereafter — Statement) and establish a fiscal security reserve. The
management of fiscal risks requires the identification of specific sources of risk and their potential
impact on the general government balance. This information is included in the Statement, which is
attached to the draft MTBFL upon submission to the Saeima. Based on the Statement, a fiscal security
reserve should be calculated and included in the budget to counter the fiscal impact if any of the risks
should materialise and cause the general government balance to deviate from the objective approved in
the MTBFL.

The FDL stipulates that a fiscal security reserve should be established at least in the amount of
0.1% of GDP. The FDL states that the fiscal security reserve for 2017 should be established in the
amount of 0.1% of GDP, and a fiscal security reserve of no less than 0.1% of GDP should be
established for subsequent years.

Robust risk management frameworks can limit fiscal impact and raise credibility. Sound
practices for managing fiscal risks and a better understanding of the sources of risk can allow
governments to put in place policies that reduce the exposure of public finances to sudden shocks.
Furthermore, fiscal transparency can increase mconfidence that the Government is a responsible
partner.

Risk management should be underpinned by sound institutional arrangements. The risk
management policy should define clear responsibilities and accountabilities, and aim to establish
control mechanisms for major sources of risk. All risk management policies should aim to minimise
moral hazard and incentivise prudent decisions®.

The Council welcomes the decision to establish a fiscal security reserve for 2018 and 2020 and
believes that the amount allocated to the fiscal security reserve is currently sufficient. At the
Cabinet meeting on 22 August 2017 the Government committed to establishing a fiscal security
reserve for 2018 and 2020 in the amount of 0.1% of GDP for each year. The reserve will serve as a
buffer against the impact of fiscal risks.

The Council urges the Government to establish a fiscal security reserve for 2019 in the amount
of 0.1% of GDP. While a decision was made to establish a reserve for 2018 and 2020, the Cabinet did
not establish a reserve for 2019. This decision runs counter to the requirements of the FDL and

4 See Analyzing and Managing Fiscal Risks - Best Practices, https://www.imf.org/en/Publications/Policy-
Papers/Issues/2016/12/31/Analyzing-and-Managing-Fiscal-Risks-Best-Practices-PP5042, accessed on
03/10/2017.
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increases the exposure of public finances to sudden shocks during a time of rising economic activity
when such provisions are easier to establish.

The Council welcomes improvements to expenditure estimates for the special budget. The
Council has previously noted that special budget expenditures have recently been higher than the
targets approved in SBLs. The Statement acknowledges this forecasting error and claims that the
necessary measures have been taken to improve the quality of forecasts.

The Council reiterates its objection to the wide application of the symmetry principle. Several
risks are treated as symmetrical, meaning that they can either deteriorate or improve the overall budget
balance in any given year; in the long term, however, they should have a neutral effect. The
application of the symmetry principle may be legitimate in some cases, but fiscal risks tend to be
biased towards the downside. Furthermore, some risks should be approached cautiously (e.g. risks
related to the tax reform) because there is no historical data to establish that they are symmetrical. This
suggests that the application of the symmetry principle to such a significant portion of the risks
included in the Statement requires further justification.

Recent experience suggests that the symmetry principle is not applied consistently. Fiscal risks
associated with payments to the EU budget are treated as symmetrical. However, in September 2017
the Government approved the redistribution of savings from the MoF’s budget sub-programme
“Contributions to the budget of the European community” to meet the financial needs of several line
ministries. This suggests that the symmetry principle is not applied in the case of savings, while
additional funding would have to be provided if expenditures were higher than planned.

Few risks are adequately quantified. While the Statement looks at a wide range of fiscal risks, the
majority are not assessed in terms of their potential impact and likelihood of occurrence. The
exceptions are the risks managed by the Treasury.

The Statement should aim to be more comprehensive and avoid understating the need for a
guantitative assessment. The Statement includes several risks whose potential fiscal impact has been
assessed qualitatively. While the use of expert judgement is not in itself problematic, it should be
supplemented by gquantitative estimates that would establish a clear link between the potential impact
of the risk in question, the likelihood that it will materialise and its contribution to the size of the fiscal
security reserve.

The Council urges the Government to move forward with the proposed improvements to the
management of state- and municipality-owned enterprises. A quantitative assessment of risks
associated with municipality and state-owned enterprises is not provided in the Statement, and it is
noted that the impacts have generally been on the upside — balances have been better than planned.
While the Statement outlines a number of measures for improving the management of risks associated
with such enterprises, these have yet to be implemented.

The Statement should include an assessment of the impact of macroeconomic shocks. While
macroeconomic shocks do not materialise often, they constitute the most significant threat to the
stability of public finances. IMF research on fiscal risks highlights that public finances are typically hit
by a macroeconomic shock once every 12 years and the average fiscal “cost” is around 9 percent of
GDPS. The risks of adverse cyclical developments are frequently downplayed before these materialise.
Slow growth, disruptions in the financial sector or collateral impact from geopolitical instability may
adversely affect the health of public finances and lead to a deterioration of the general government

> See Analyzing and Managing Fiscal Risks - Best Practices, https://www.imf.org/en/Publications/Policy-
Papers/Issues/2016/12/31/Analyzing-and-Managing-Fiscal-Risks-Best-Practices-PP5042, accessed on
03/10/2017.
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balance. The development of a robust sensitivity analysis (see section on Macroeconomc outlook)
would assist in the assessment of the fiscal impact of cyclical downturns and macroeconomic shocks.

Recommendations

1.

2.

Establish a fiscal security reserve for 2019 to strengthen the ability of public finances to
absorb fiscal shocks.

Observe the requirements of responsible countercyclical fiscal policy by implementing policy
measures appropriate to the current (expansionary) period of the business cycle.

Improve the sensitivity analysis by including an assessment of the risks associated with the tax
reform.

Ensure transparency and improve voluntary compliance by clearly communicating changes to
the tax system.

Carry out in-depth expenditure reviews to further strengthen the efficiency of government
spending.

Develop and implement reform measures to improve the capacity of the health care system to
respond to demographic changes without increasing the budget deficit.

Improve fiscal risk management by supplementing qualitative assessments with quantitative
estimates of potential impacts, incl. commitments that are not adequately reflected in budget
planning documents.

Implement proposed measures to improve the management of state- and municipality-owned
enterprises.
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2 MACROECONOMIC OUTLOOK AND OUTPUT GAP

®According to the MoU’, the Council has assumed the responsibility of endorsing MoF's
macroeconomic forecast. An early review and endorsement of the MoF's macroeconomic projections
by the Council has been agreed upon to support the Government in the preparation of two annual
documents — the SP and the MTBF. Most recently, the Council endorsed MoF's macroeconomic
forecast on 4 August 2017. The full endorsement text is available in Annex 2. The Council assessed
the forecast as a whole, and provides an endorsement of the key macroeconomic indicators (see Table
2.1).

Real GDP growth 3.7 3.4 3.2 3.2
Nominal GDP growth 6.6 6.3 5.7 5.6
Inflation 2.8 2.8 2.4 2.1
GDP deflator 2.8 2.8 2.4 2.3
Potential GDP growth 2.8 3.0 3.0 3.0
Output gap 0.0 0.3 0.5 0.8

Table 2.1 Macroeconomic forecast indicators endorsed by the Council in August 2017, %.

Medium-term growth targets are not in line with actual forecasts. In August, the Council endorsed
the macroeconomic forecast for 2017-2020, including the potential GDP growth forecast. The
forecasted annual potential GDP growth rate for 2018-2020 is 3%. However, official medium-term
budget planning documents still refer to a 5% potential annual growth target in the medium terms®,

The Council invites the MoF to revise potential the GDP growth forecast for 2021-2024. While
the official forecast for annual potential

4.0 GDP growth for 2021-2024 is 3%, the
2.0 Council believes that the current structure
0.0 of the economy is not conducive to
20 sustainable long-term growth at 3%. It is
' likely that potential growth will gradually
-4.0 fall further below 3%.
-6.0
8.0 Current growth forecasts indicate a
positive output gap from 2018 onwards.
-10.0 While the most recent MoF medium-term
,L@V ,9°Q’ ,900" ,\9"9 ,@Q w&“ m&b ,Lo\q’ ,9'9 '»69 ,9’»“ forecast suggests that there is no output gap

in 2017, there are signs of overheating.

Headline budget balance, GDP 2021-2024 growth 3.2% From 2018 onwards the economy will grow

above its potential, thus creating an output

Headline budget balance, GDP 2021-2024 growth 4.0% gap. Consequently, even a real growth rate

Chart 2.1. Budget balance forecasts 2021-2024, % of GDP. of 3.2% will requ_lr_e the gov_ernment to
Source: Council calculations approve more ambitious headline balance
targets with smaller deficits and even

® This part of the report has been prepared in cooperation with specialists from “Ernst&Young Baltic", in
accordance with the agreement, available at:
http://fdp.gov.Iv/files/uploaded/FDP_1 15 1427 20170915 FDP2017_3_Ligums_makro.pdf, accessed on
15/09/2017.

"Memorandum of Understanding. Available:
http://fiscalcouncil.lv/files/uploaded/FDP_1 09 969 20160729 MoU_FDC_MoF _consolidated.pdf, accessed
on 15.09.2017.

8 See Informative report "Par makroekonomisko raditaju, ieneémumu un visparéjas valdibas budzeta bilances
prognozém 2018.-2020.gada." Available:
http://tap.mk.gov.Iv/lv/mk/tap/?pid=40434652&mode=mk&date=2017-08-22, accessed on 03.10.2017.
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surplus for 2023-2024 (Chart 2.1).

Raising potential output requires bold reform measures. The prospect of converging to EU
average levels is hampered by a declining workforce and skill mismatch in the labour market. Radical
reform measures are necessary to ensure a skilled and competitive labour force, boost productivity and
ensure long-term economic growth prospects in a sustainable manner.

Key domestic risks are related to pressure in the labour market and excessive wage growth. In
2016, the unemployment rate reached 9.6%, the lowest level since 2008. Economic growth is
accelerating, but negative demographic trends continue, thus limiting the availability of labour. This
will likely create further pressure on wage growth as businesses compete over qualified professionals.
The average monthly salary increased from EUR 772 in the 3rd quarter of 2014 to EUR 927 in the 2nd
quarter of 2017 (Chart 2.2 and Chart 2.3).
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Chart 2.2 Population and unemployment rate 2003- Chart 2.3 Gross average salary, Q3/2014 — Q2/2017.
2016. Source: CSB Source: CSB

The Council underlines the growing productivity gap, which may exacerbate economic
overheating. According to a recent report from the OECD?, productivity growth in Latvia has slowed
down in recent years. There are several potential reasons for this, including the shadow economy,
participation in global value chains concentrated on low value-added activities and persistent
emigration. If the pace of productivity growth and output growth continue to trail wage growth, the
productivity gap will increase.

Backloading of EU-funded projects may have adverse effects on quality, volume and their
contribution to raising economic potential. The Latvian economy has been slow in absorbing the
EU funds made available during the current planning period. While the pace of absorbtion is above the
average EU level, there are several challenges. The disbursement of most of the funds during the final
years of the programme may affect the quality of investments, and, coupled with difficulties in
attracting qualified labour, will put pressure on the ability of industries to develop and implement
quality projects.

Projects supported with EU funds should be carefully reviewed to minimise inefficient
investment. The Council has previously pointed at potential problems with the absorption of EU
funds. Furthermore, care should be taken to ensure that EU funds are invested in projects that can
stimulate the growth potential of Latvia's economy. Long-term demographic trends and regional
development prospects should be borne in mind when making decisions to avoid wasteful investments.

® OECD Economic surveys: Latvia 2017, http://www.oecd-ilibrary.org/economics/oecd-economic-surveys-
latvia-2017_eco_surveys-lva-2017-en, accessed on 04/10/2017.
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Sensitivity analysis should allow the government to better plan for the effects of a downturn. The
Council has previously recommended that the MoF develop a sensitivity analysis that considers a
broader set of economic indicators . This tool would allow the Government to gain a more complete
understanding of potential shocks and the measures required to absorb them without placing undue
stress on public finances. This is especially crucial for managing the effect of the cyclical downturn
that will follow the current period of rapid economic growth.

Recommendations
1. Implement well-targeted reform measures to address skill-mismatch and low productivity
growth, thus ensuring long-term growth prospects.

2. Reassess potential output forecasts and develop more in-depth analyses of potential growth to
ensure prudent fiscal planning beyond the horizon period of MTBF 2018/20.

15



3 ASSESSMENT OF COMPLIANCE WITH NUMERICAL FISCAL RULES

According to Section 28, Part 1 of the FDL, the Council has the responsibility (i) to verify the
application of the numerical fiscal rules stipulated by the FDL in the preparation of the draft laws of
the SB and the MTBF, (ii) to assess the impact of the amendments thereto and also (iii) to verify rules
after the budget has been executed (so called — ex post assessment). The Council has performed an
assessment of fiscal rules based on the data received from the MoF on 15 August 2017.

The objective of the fiscal rules is to establish expenditure ceilings for the central government at a
level that would take into account certain conditions (e.g. the economic cycle, natural changes in
recipients, one-off measures), with the achievement of the MTO in mind.

3.1 Ex-post assessment of compliance with fiscal rules 2013-2016

The assessment of fiscal rules for previous periods allows one to judge (i) the ability of the
Government to observe the requirements of the FDL, such as a structural balance of -0.5% of GDP,
(ii) the ability of the Government to achieve fiscal targets defined in the annual state budget and
MTBF laws and (iii) assess the quality of the planning and execution of fiscal policy, including the
preparation and approval of macroeconomic forecasts.

0.5 5.0
4.0

0.0
2013 2014 2015 2016 3.0

-05 2.0 /

1.0

-10
0.0

2014 2015 2016
-15 -1.0
Factual structural balance Budget expenditure growth (actual outcome)

—— Avrticle 10 FDL, -0.5%
Structural balance stated in the Budget law

Potential GDP growth
Maximum expenditures stated in the Budget law
Chart 3.1. Structural balance level and medium-term  Chart 3.2. Government expenditures and economic

objective. Source: MoF. growth comparison, y-t-y, %. Source: Council
calculations.

In 2013-2015, the Government prepared and passed state budgets that did not achieve the MTO
stipulated by the FDL (Chart 3.1). Departures from the MTO arise from the fact that the Government
consistently uses all the permitted deviations®. Concurrently, the positive trend of setting ever-stricter
structural balance targets should also be noted, even though the targets were below the -0.5% of GDP
requirement of the FDL. The exception, both in Latvia and elsewhere in Europe, was 2016, which
significantly improved the Government's fiscal discipline outturn.

10 Latvia is eligible for the pension reform clause. The allowed deviation from the MTO represents a sum of
costs incurred by the three consecutive reform steps with each step leading to a deviation lasting for three years.
The allowed deviation amounts to 0.5% of GDP in 2013-14, 0.8% in 2015, 0.6% in 2016-17 and 0.3% in 2018.
Latvia is also eligible for an additional deviation of 0.1% of GDP in 2017 and 0.4% of GDP in 2018 under the
healthcare reform clause.
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The pace of expenditure growth outstripped the growth of Latvia's economic potential'!. The
discrepancy between the growth rates is mainly due to the fact that fiscal rule calculations exclude
several Government expenditure items that are not directly affected by Government current decisions,
such as public debt interest expenditure, EU funds, nationally-financed investment fluctuations and
unemployment benefit fluctuations. In 2016, the execution of expenditure plans was better than
planned, which meant that, for the first time, total expenditure grew slower that economic potential
(Chart 3.2).

Section 11 of the FDL stipulates that, starting in 2013, the MoF shall annually calculate the difference
between the actual structural balance of the general government budget and the minimum planned
structural balance of the general government budget. As this contradicts the requirement to assess all
fiscal rules at the state of budget formulation when the stricktest structural balance objective has been
evaluated by all fiscal rules assessment methods outlined in the FDL, thus all fiscal rules should be
also used during the budget execution and ex post assessment.

The Council concludes that, according to the balance and expenditure growth rules, correction
of the structural balance is not necessary for the coming years (Chart 3.3). The 2016 outturn had a
positive impact in cases for both fiscal rules. In the case of the expenditure rule, 2014 and 2015 saw
negative deviations (i.e. expenditures were higher than planned), but these deviations were
compensated in 2016.

In order to increase the transparency of execution results (e.g. estimate the impact of forecasting
errors), the Council perfromed additional calculations for both rules. A significant and variable
component of the structural balance rule is the assessment of the business cycle. Depending on
whether the economy is growing above or below its potential, a stricter or looser structural balance is
required. Revisions to the assessment of budget execution results were largely due to the re-
assessment of the business cycle, carried out in the spring of 2016. This means that the assessment of
the business cycle for 2013-2015 was the main reason behind the revisions of the execution
assessment, rather than a more responsbile approach to fiscal policy (blue bar in Chart 3.4,
improvement in budget balance).
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Expenditure rule annual deviation
= = = Balance rule cumulative deviation m Balance rule (changes in cyclical component)
Expenditure rule cumulative deviation Expenditure rule (changes of GDP deflator)

Chart 3.3. Ex post balance rule and expenditure rule, % Chart 3.4. Forecasts impact on budget balance
of GDP. Source: Council calcultions performance assessment, % of GDP. Source:
Council calculations

11 Calculations done in constant prices, as potential GDP growth is also evaluated in constant prices.
Calculations available in Annex 4 of this report (MS Excel format).
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In the case of the expenditure rule, GDP deflator (MTBFL 2016/18) has been underestimated for
2013-2014 and overestimated for 2015-2016 (Table 3.1). GDP deflator outcome (MTBFL 2018/20)
improved budget balance around 0.1% of GDP for 2013-2014, but for 2015-2016 the impact was more
negative (expenditures more tight) in comparison to the previous plans (grey bar in Chart 3.4). It
should be noted that the revised GDP deflators for 2013 and 2014 are mainly due to methodological
corrections, rather than forecasting errors. However, the same cannot be said for 2015 and 2016.

2012 | 2013 2014 2015 | 2016
M?gifezgitglg 3.6 1.1 1.2 11 2.1
Mﬁgif%ﬁ’/‘;o 36 15 16 0.4 0.7
gm0 | o | e | o |

Table 3.1. GDP deflator changes, Source: MoF.

In summary, the above ex post assessment allows one to conclude that macroeconomic forecasts and
the quality of statistical data has substantial impact in evaluating budget execution resultsand

comparing to fiscal plans.

Recommendation

1. The Council reiterates its request that the MoF perform a restrospective assessment of all fiscal
rules (as outlined in Section 11 of the FDL) since benchmark year of 2013.

3.2 Ex-ante assessment of compliance with fiscal rules for MTBF 2018/20

9400 w
9200 §
9000 Q \
“IN K K
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® MoF ™Council

Chart 3.5. State budget expenditure according to the
stricktest rule applied, million euro. Source: MoF and
Council.

The Council performed independent
assesment of fiscal rules for 2018-2020'2.
The preliminary results of the assessment
were discussed in the Council meeting on 4
September and confirmed at the Council
meeting on 4 October.

The Council noted the MoFs main
suggestions regarding deviations from the
MTO and made the following decisions:

(1) to accept the pension reform
deviation (0.3 of GDP) in 2018. The
Council contends that this deviation from
the MTO is in compliance with Section 5 of
Regulation (EC) 1175/2011%;

(2) to decline support for the health
care reform deviation (0.1% of GDP in
2017, 0.4% of GDP in 2018 and 0.5% of
GDP in 2019). The Council has not
received reform plans for the coming years

12.0n 15 August 2017 Council received initial fiscal rules assessment from the MoF.

13 Regulation (EC) No 1175/2011 on the strengthening of the surveillance of budgetary positions and the
surveillance and coordination of economic policies, available: http://eur-lex.europa.eu/legal-
content/EN/TXT/HTML/?uri=CELEX:32011R1175&from=LV, accessed on 13/09/2017.
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from the Ministry of Health, outcome indicators for 2017 and a monitoring framework has yet to be
developed. The Council contends that the deviation does not violate Section 5 of Regulation (EC)
1175/2011, but it does not comply with the principles of the FDL;

(3) to decline support for the inclusion of discretionary measures (the tax reform) in expenditure
rule calculations in their current form. The Council contends that the justification provided by
the MoF (discreationary measures increase fiscal space because of their one-off effect) is
insufficient. In the Council's assessment, expenditure rule calculations should be adjusted by more
than 1% of GDP in 2019 and 0.1% of GDP in 2020. The Council insists that the MoF's method of
increasing permissible expenditures is not in accordance with the methodology employed for
assessing compliance with fiscal rules;

(4)to decline support for the Government's decision not to establish a fiscal security reserve in
the amount of 0.1% of GDP for 2019. This decision violates Section 17, Part 2 of the FDL.

In view of the above decisions, the Council’'s assessment of expenditure ceilings (maximum
permissible expenditure) differs from the MoF's calculations. The diference is 113.4 million euro
in 2018, 337.6 million euro in 2019 and 369.0 million euro in 2020. After performing the calculations
necessary for assessing compliance with fiscal rules, the MoF concludes that the Government's
maximum permissible expenditures are 8 929.8 million euro for 2018, 9 306.0 million euro for 2019
and 9 697.0 million euro for 2020.

In the assessment of the balance rule, the main diference is due to the health care reform deviation. In
the case of the expenditure rule, in addition to the health care reform deviation, the Council does not
agree with the calculation of the impact of discretionary measures, i.e. the tax reform.

Much like the ex-post assesment for 2013-2016, the Council has assessed how future plans compare to
the structural balance target sipulated by the FDL (Chart 3.6) and how expenditure growth compares
to potential GDP growth (Chart 3.7). Unfortunately, medium-term structural balance targets do not
meet FDL requirements and in 2017 expenditure growth has been estimated faster than the pace of
economic growth, nevertheless in 2018-2020 expenditure growth is below the potential GDP growth.
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Chart 3.6. Structural balance level and medium-term Chart 3.7. Government expenditures and economic
objective, % of GDP. Source: MoF. growth comparison, y-t-y %. Source: Council.

The expenditure rule calculated by the MoF allows to increase spending in 2019, the Council’s
calculations shows that there is no substantial gap among the applicable and real adjusted
expenditure growth in all years 2018-2020. Adjusted expenditures are obtained by netting out from
the government expenditure all items that are not in the government direct decision (Chart 3.8 and
Chart 3.9).
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Chart 3.9. Government adjusted expenditures and
economic growth comparison, %. Source: Council
calculations

Table 3.2. summarises the diferences between the Council's and MoF's calculations, including the
substantial deviation in structural balance assessment (a diference of 0.4% of GDP in 2018, 1.0% of
GDP in 2019 and 1.2% of GDP in 2020).

_ 2017 2018 | 2019 | 2020 |
General government structural budget deficit (-) / surplus (+), % of GDP
MTBFL 2015/17 -0.8 X X X
SP 2015/18 -0.9 -1.2 X X
MTBFL 2016/18 -1.0 -0.8 X X
SP 2016/19 -1.05 -1.2 -0.8 X
MTBFL 2017/19 -1.0 -1.1 -1.0 X
SP 2017/20 X -1.0 -1.0 -0.5
MTBFL 2018/20 X -1.2 -0.6 -0.4
Council X -0.8 0.4 0.8
Deviation among the MoF and the Council X -0.4 -1.0 -1.2

Central government budget expenditure ceiling, in millions euro

MTBFL 2015/17 7930.8 X X X

SP 2015/18 8 025.8 8 480.5 X X

MTBFL 2016/18 8243.8 8749.5 X X

SP 2016/19 8240.9 8767.0 8 844.8 X

MTBFL 2017/19 8328.4 8 807.7 9001.6 X

SP 2017/20 X 8960.5 9276.3 9446.5

MTBFL 2018/20 X 8929.8 9306.0 9697.0

Council X 8816.3 8 968.4 9328.0

Deviation among the MoF and the Council X -113.4 -337.6 -369.0

Table 3.2 General government budget structural balance and central government budget expenditure ceiling in
accordance with the fiscal rules assessment.

The MoF's bottom-up calculations (see Table 3.3) suggest that health reform deviation ans also other
political initiatives have been already included into the government expenditures. In comparison with
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spring this year (since SP2017/20) expenditures for 2018-2020 have been increased significantly and

thus to worsen the budget balance for all years.

: _ 2017 | 2018 | 2019 | 2020 |
General government headline budget deficit (-) / surplus (+)

MTBFL 2015/17 0.4 X X X

SP 2015/18 -0.2 0.2 X X

MTBFL 2016/18 -0.71 0.3 X X

SP 2016/19 -0.75 -0.2 0.8 X

MTBFL 2017/19 -1.0 -0.6 0.2 X

SP 2017/20 X -0.3 0.3 0.8

MTBFL 2018/20 X -0.9 -0.8 -0.2

Change since SP 2017/20 X -0.6 -1.1 -1.0

MTBFL 2015/17 -1.3 X X X

SP 2015/18 -1.7 -0.2 X X

MTBFL 2016/18 -1.7 0.2 X X

SP 2016/19 -1.0 0.4 0.9 X

MTBFL 2017/19 -1.1 0.4 0.4 X

SP 2017/20 X -0.1 0.2 11

MTBFL 2018/20 X -1.1 -0.9 -0.0

Change since SP 2017/20 X -1.0 -1.1 -1.1

Table 3.3 General government and basic budget headline balance, % of GDP (by bottom-up approach)

Recommendation

1. In view of the diferences in the application of fiscal rules in the MTBF 2018/2020, the Council
contends that Section 15 of the FDL, which stipulates that fiscal rules should be observed when
calculating maximum permissible government expenditures, has been violated. Consequently, the
Council urges the Government to reduce expenditure ceilings for 2018 for 113.4 million euro, for
2019 for 337.6 million euro and for 2020 for 369.0 million euro until the recalculation of fiscal

rules.

3.3 Government Debt 2013-2020

The Section 14 of the FDL establishes the fiscal rule for government debt, which may not exceed 60%
of GDP. There are no separate provisions for conducting fiscal policies in conditions where

government debt is approaching or exceeding this specified level.

2013 2014 2015 2016
Initial MTBF 44.0* 40.0 35.0 40.0
Actual outcome 39.0 40.9 36.5 40.1
Deviation +5 -0.9 -1.5 -0.1
Cumulative deviation +5 +4.1 +2.6 +2.5

Table 3.4. Debt level ex post assessment, % of GDP. Source: Eurostat, MoF
* Here MTBF 2014/16
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The Council would like to see the debt
levels decresing faster during the period of
faster economic growth and in the view of
cyclical nature of the economic
development of the market economy.

Recommendation

1. Strong government commitment,
evidenced by specific plans to bring down
the level of the public debt and taking into
account the current phase of the economic
cycle, is required. Plans need to include a
more aggressive reduction of budget
deficits and borrowing for the purposes of
investment activities, by accommodating
investment and financing activities in the
MTBF.

2017 2018 2019 2020
MTBF 2015/17 34 X X X
MTBF 2016/18 38 36 X X
MTBF 2017/19 39 38 39 X
MTBF 2018/20 39 37 39 39
Change since MTBF 2017/19 +/-0 +1 +/-0 X

Table 3.5. Debt to GDP forecast changes. Source: Treasury.
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ANNEX 1. RECOMMENDATIONS PROGRESS SINCE PREVIOUS
SURVEILLANCE REPORT 2016

1 Fiscal policy challenges

Recommendations

1.

Adopt a structural reform plan for the tax system, indicating a clear path towards reaching a tax-
to-GDP ratio of 1/3, while supporting economic growth and equality, and broadening the tax base.
Partial progress

Develop and implement performance-enhancing reforms in the health care sector in a fiscally
sustainable manner, without deviating from budget deficit targets.
Partial progress

Identify issues and adopt measures for containing the long-term risks for the special budget, in
view of demographic trends, the situation in the labour market, impact of policy changes, and
previous deviations from budget expenditure forecasts.

Partial progress

Carry out regular efficiency assessments and more detailed expenditure reviews to better utilise
budget funds.
Partial progress

2 Macroeconomic outlook and output gap

Recommendations

1.

Initiate the process of establishing a national productivity board to facilitate the implementation
of growth-enhancing policies.

Recommendation taken. In 2017 the Government has organised two public debates /
seminars on this issue and the establishing process of this council has been launched.
Develop a sensitivity analysis for the case of nominal GDP falling short of the forecasted level,
the resulting lower tax revenues than planned and implications on government expenditures to
meet the MTO

No progress.

3 Assessment of compliance with numerical fiscal rules

Recommendations

1.

Perform a retrospective assessment of the application of the fiscal rules starting with 2013 in
accordance with Article 11 of the FDL based on the actual results of the macroeconomic and
fiscal indicators.

No progress.

After assessing the implementation of fiscal rules the Council recommends the following during
the preparation and execution of the MTBF 2017/19:

1) The Council disagrees with the MoF's view that for 2017 expenditure ceilings should be
calculated on the basis of continuity rule and takes the view that for 2017 it should be done on the
basis of the balance rule;

2) The Council does not find the proposed deviation from the MTO on account of the reform in
the health care sector compliant with FDL principles and recommends excluding it from the
calculations of the fiscal rules and central government expenditure ceilings;
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3) The structural balance for 2017 should be improved by 30.1 million euro (0.1% of GDP), for
2018 — by 111.6 million euro (0.4% of GDP), and for 2019 — by 148.1 million euro (0.5% of
GDP).

No progress.

The Council encourages the Government to consider prudent planning of the budget deficit below
the maximum threshold permitted by legal acts in order to secure a downward trend of the
government debt level, consequently securing an improved fiscal position to weather
another potential financial and economic crisis in the future.

No progress.
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ANNEX 2. COUNCIL'S OPINION ON THE MINISTRY OF FINANCE'S
MACROECONOMIC FORECAST (4 AUGUST 2017)

This document presents the opinion of the Fiscal Discipline Council (hereafter - the Council) on the
macroeconomic forecast prepared by the Ministry of Finance (hereafter — MoF) that will be used for
drafting Latvia's medium term budget framework (hereafter — MTBF) 2018/20MTBF 2018/20, which
is scheduled to be submitted to the Saeima on 15 October 2017. An early review and endorsement of
the MoF's macroeconomic projections by the Council has been agreed upon to support the efforts of
the Government during the preparation of the annual Stability Programme and the MTBF.

According to the Memorandum of Understanding, signed on 8 February 2016, the Council has a
responsibility to endorse MoF's macroeconomic forecast. During the endorsement process the Council
was presented with detailed information on MoF's forecast, such as the gross domestic product
(hereafter — GDP) structure and development scenarios of GDP components, as well as the
information on the tax reform measures, that do have impact on the economy and their fiscal effects.
The Council has consulted with external experts to gain a comprehensive understanding of the
developments in Latvia's economy.

Ad 2018 The MoF macroeconomic forecast is largely in

Real GDP growth line with the forecasts of the European
MoF (July 2017) 3.7 3.4 3.2 3.2 Commission (hereafter — EC) (with the
BoL* (June 2017) 3.3 3.4 - - exception of assumptions regarding the output
EC (August 2017) 3.2 4.3 4.4 4.3 gap), the International Monetary Fund
IMF (July 2017) 3.2 3.2 31 3.0 (hereafter — IMF) and the Bank of Latvia's
Nominal GDP growth (hereafter — BoL) (Table 1).

MoF (July 2017) 6.6 6.3 5.7 5.6

BoL (June 2017) - - - - The outlook for the European Union (hereafter
EC ( May 2017) - - - - - EU) economy is improving®, and the
IMF (July 2017) 6.3 53 57 5.4 political environment has stabilised, which has
Inflation stimulated the return of an optimistic outlook
MoF (July 2017) 2.8 2.8 2.4 2.1 among Latvia's entrepreneurs®®.

BoL (June 2017) 2.9 - - - . .

EC ( May 2017) 20 20 _ _ _In Jupe 2017, the Baltic ste;'ées had _the_hlghest
IMF (July 2017) 3.0 25 2.4 2.4 | Inflation rates in the EU™, confirming and
GDP deflator facilitating economic activity in Latvia.

MoF (July 2017) 2.8 2.8 2.4 2.3 To boost public sector investments, it is
BoL (June 2017) - - - - important to implement projects supporting
EC (May 2017) 3.1 2.7 - - structural changes. Although the
IMF (April 2017) 2.4 2.5 2.4 23 implementation of EU-funded projects was
Output gap slow in 2016, it is expected that the coming
MoF (July 2017) -0.1 0.3 0.5 0.8 years will witness faster, but at the same time
BoL (June 2017) - - - - — moderate, growth, assuming that all
EC (August 2017) 2.7 15 0.5 -0.5 available funds will be absorbed.

IMF (July 2017) 0.2 0.0 0.1 0.0

Table 1 Key macroeconomic indicator forecasts by various The Council takes note of the MoF's
institutions, % y-o-y. Data sources: MoF, Bol, EC, IMF. impact assessment of the Secondary

*Seasonal and calendar unadjusted. effects of the tax reform for the MTBF

4 European Commission Spring 2017 Economic Forecast: steady growth ahead. Available at: https://ec.europa.eu/info/business-economy-
euro/economic-performance-and-forecasts/economic-forecasts/spring-2017-economic-forecast_en, accessed on 27.07.2017.

15 Bank Citadele index. 6 June 2017. Available at: http://fdp.gov.lv/files/uploaded/20170606_ilgtspeja_MAbolins_Citadele.pdf, accessed on
27.07.2017.

16 Eurostat news release on annual inflation in EU. 17 July 2017. Available at: http://ec.europa.eu/eurostat/documents/2995521/8113568/2-
17072017-AP-EN.pdf/d5bb6552-3c1f-4531-a705-3c6bc947bdbe, accessed on 27.07.2017.
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2018/20 (Table 2). On 17 July 2017 the Council indicated in its non-conformity report'’ that it was
hesitant to accept potential revenue estimates based on the secondary effects of the tax reform, because
these estimates were not based on the agreed upon macroeconomic assumptions. The Council takes
note of the MoF's assumption'® that the growth impact of the tax reform will be 103 million euro in
2018, 67 million euro in 2019 and 119 million euro in 2020. The MoF suggests that the main driving
force behind the growth is an increase in private consumption — 105 million euro in 2018, 225 million
euro in 2019 and 222 million euro 2020. In addition, it is expected that investments (gross fixed
capital formation) will increase by 100 million euro in 2020. This is mainly caused by the decision to
levy a 0% corporate income tax rate for reinvested profits. These MoF assumptions are based on the
prediction of rapid (2-3 years) behavioural changes in response to the tax reform. These assumptions
should be treated with caution. The Council believes that the tax reform could bring some long-term
structural benefits, particularly in terms of stronger business balance sheets and facilitated crisis
resilience, but it may not be evident in the next three years.

103 : 67 : 119

GDP 0

Private consumption 0 105 225 222

Government consumption 0 85 130 176

Gross capital formation 1 -9 -257 -142
Gross fixed capital formation 0 13 56 100
Inventories 1 -22 -314 -242

Exports of goods and services -70 -140 -140 -140

Imports of goods and services -69 -62 -110 -4

Table 2 Economic growth effect from the tax reform, in current prices, million euro. Source: MoF.

The Council endorses the real GDP growth forecast for MTBF 2018/20. Compared to the previous
forecast, which was prepared for the Stability programme 2017/20, the real GDP growth rate has been
raised by 0.5 percentage points to 3.7% for 2017. The forecast remains unchanged for 2018 and 2019,
3.4% and 3.2% respectively. The forecast for 2020 has been raised by 0.2 percentage points to 3.2%
(Chart 1).

3.9 7.0
3.7
6.6
35
3.3 6.2
3.1 53
2.9
27 5.4
2017 2018 2019 2020 2017 2018 2019 2020
....... Real GDP growth, %: MTBF 2017/19 +++++++ Nominal GDP growth, %: MTBF 2017/19
— = -Real GDP growth, %: SP 2017/20 = = -Nominal GDP growth, %: SP 2017/20
Real GDP growth, %: MTBF 2018/20 Nominal GDP growth, %: MTBF 2018/20
Chart 1 Forecast for real GDP growth, y-0-y. Data Chart 2 Forecast for nominal GDP growth, y-o-y. Data
source: MoF. source: MoF.

1717 July 2017 Council irregularity report on tax reform draft laws fiscal impact. Available at: http://fiscalcouncil.lv/17072017-irregularity-
report, accessed on 27.07.2017.

18 On 27 July 2017 the MoF provided detailed data on tax reform impact, that unfortunately differs from that of 21 July 2017 given in the
reply from the MoF on the non-conformity report.
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Economic growth has picked up in the second quarter of 2017, reaching an annual growth of 4.1%
(without calendar or seasonal adjustment). The main reasons behind the faster growth rate were (i)
increased external demand, which stimulated the upswing in the manufacturing industry, (ii) a pickup
in investment activity, which revitalised the construction sector, as well as (iii) household
consumption has regained strongly. In addition, Latvian ports experienced turnover growth and the
retail sector figures grew steadily in the beginning of 2017.

One of the weak spots of the updated economic growth forecasts is the continued risk of inadequate
capacity to absorb the expected inflow of EU funds into the economy. The unemployment level
forecast for 2020 (7.2%) is approaching the level of 2006 (7.0%) and indicates potential difficulties in
attracting the necessary human resources in certain industries. NAWRU for the MTBF 2018/20 is well
above the actual unemployment forecasts, i.e. NAWRU for 2017 at 9.5%, for 2018 at 8.9%, for 2019
at 8.4% and for 2020 at 7.9%. The MoF forecasts of the natural unemployment rate (NAWRU in this
case) is further indication that labour market is heating up.

The Council endorses the nominal GDP growth forecast for the MTBF 2018/20. The MoF has
substantially raised the nominal GDP growth forecast for 2017 and 2018, i.e. for 1.5 percentage points
and for 1.1 percentage points respectively, but lowered growth forecasts for 2019 and 2020, by 0.3
percentage points and 0.1 percentage point respectively (Chart 2) compared to the Stability
Programme 2017/20 forecasts. The revisions are mainly related to considerable revisions of GDP
deflator and real GDP forecasts.

3.0
25

2.0

15

1.0 1.0
0.5 0.5
0.0 0.0

2017 2018 2019 2020 2017 2018 2019 2020

------- Change in CPI, %: MTBF 2017/19 «eeeees GDP deflator, %: MTBF 2017/19
= = -Change in CPI, %: SP 2017/20 = = -GDP deflator, %: SP 2017/20
Change in CPI, %: MTBF 2018/20 GDP deflator, %: MTBF 2018/20

Chart 3 Forecast for inflation, y-o-y. Data source: Chart 4 Forecast for GDP deflator, y-o-y. Data
MoF. source: MoF.

The Council endorses the change in the consumer price index (hereafter — CPI) (inflation)
forecast for the MTBF 2018/20. For the second time this year the Council supports an upward
revision of the inflation forecast — for 2017, from 2.3% in the Stability Programme 2017/20 to 2.8%
currently; for 2018, from 2.0% to 2.8%; for 2019, from 2.0% to 2.4%, and to 2.1% for 2020 (Chart 3).

The actual change in the CPI shows a 3.1% average annual inflation for January-June 2017, which

suggests that the average annual inflation forecast of 2.8% is realistic. The forecasts are slightly higher
than what the European Central Bank projects for the EU as a whole (1.5% for 2017, 1.3% for 2018
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and 1.6% for 2019)¥, which can be explained by an ongoing price convergence and by
administratively induced higher excise tax.

The Council endorses the GDP deflator forecast for the MTBF 2018/20. The GDP deflator
forecast has also been revised upwards for 2017 and 2018 by 0.9 percentage points and 1.0 percentage
point respectively, and is now 2.8% for both years. The forecasts for 2019 and 2020 have been
lowered by 0.2 percentage points (down to 2.4%) and by 0.3 percentage points (down to 2.3%)
respectively (Chart 4).

The Council endorses the potential GDP growth and output gap forecast for the MTBF 2018/20.
Since the previous endorsement of macroeconomic forecasts, potential GDP growth has been revised
upwards by 0.3 percentage points (up to 2.8% for 2017). A 3.0% growth rate has been set for 2018-
2024. The expanded time horizon is necessary for further calculations of the expenditure benchmark.
The Council invites the MoF to revise potential GDP growth for 2021-2024, as the impact of structural
factors is not sufficient to maintain (for 2021-2024) potential GDP growth at 3.0%.

The Council agrees that Latvia's economy is currently close to its potential level. Nevertheless, from
2017 onwards the forecasts for private consumption and investment growth indicate that the business
is on an upswing. The cyclical nature of the upswing also is confirmed by rising wage inflation
forecast. This suggests that changes in the economy are not caused by structural changes, but by
cyclical factors.

32 1.0
0.8
3.0
0.6
2.8
0.4
26 0.2 ‘
7.
24 0.0 ‘-
2047 2018 2019 2020
0.2
2.2 g
2017 2018 2019 2020 04
------- Potential GDP growth, %: MTBF 2017/19 seee+es Qutput gap, %: MTBF 2017/19
= = . Potential GDP growth, %: SP 2017/20 = = - Qutput gap, %: SP 2017/20

Potential GDP growth, %: MTBF 2018/20

Output gap, %: MTBF 2018/20

Chart 5 Potential GDP growth, %, y-o-y. Data source: Chart 6 Output gap, % of potential GDP. Data source:
MoF. MoF.

The Council notes that the contribution of structural factors is not sufficient to boost potential GDP
growth, and invites the MoF to revise the potential GDP forecasts for 2021-2024 to accurately reflect
the business cycle.

19 June 2017 Eurosystem staff macroeconomic projections for the euro area. Available:
https://www.ecb.europa.eu/pub/pdf/other/projections201706_eurosystemstaff.en.pdf, accessed on 27.07.2017.
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2018 2019 2020

Real GDP growth 3.7 3.4 3.2 3.2
Nominal GDP growth 6.6 6.3 5.7 5.6
Inflation (consumer prices) 2.8 2.8 2.4 2.1
GDP deflator 2.8 2.8 2.4 2.3
Potential GDP growth 2.8 3.0 3.0 3.0
Output gap 0.0 0.3 0.5 0.8

Table 3 Macroeconomic forecast indicators endorsed by the Council.
Broadly, the Council considers the MoF's macroeconomic forecasts to be realistic and endorses them.

In addition, the Council reiterates its recommendation to improve sensitivity analysis for MTBF
2018/20.
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ANNEX 3. ANNUAL SURVEY ON FISCAL DISCIPLINE

The second iteration of the Fiscal discipline council’s annual survey focused on fiscal sustainability to
provide insight into public opinion regarding the sustainability of Latvia’s public finances, and
highlight a number of issues to consider when working on Latvia’s fiscal sustainability report.

The survey was carried out by the social research centre SKDS. The questionnaire contained 21
questions. While approximately one third of the questions were identical to those posed last year, the
remaining questions focused on different aspects of fiscal sustainability.

Summary of the main results

The results of the survey show that, compared to 2016, slightly fewer people follow the budget-
drafting process. Furthermore, those who follow the budget-drafting process mainly rely upon
information provided on television and online. Only a small minority rely on official sources — same
as last year.

0% 20% 40% 60% 80% 0% 20% 40% 60% 80%
Yes (2017) I 21% Television [N 30%
Yes (2016) NNNNNN 25% Online INNNINENGGNGNNNNE 4%
No (2017) NG 6% Newspapers NN 51%
NO (2016) NIODDIDIDDDIDNIN 72% Radio NN 33%
Don't(l;gf;/\)// NA I 3% Official sources M 6%
Don't(l;g;)g/\)// NA 3 3% Other B 4%

Chart 1: Do you follow the budget-drafting Chart 2: How do you follow the budget-drafting
process? Results from 2016 & 2017. process? Results from 2017.

Public opinion regarding the government’s revenue and expenditure estimates has not changed
significantly since the previous survey, and the forecasts are not believed to be realistic.

40% 36% 36%

N

30%  25%27% \
20% § § 17% 16% 1% 1?(
10% % % I % 4% 4% I %
n AN HY HEY mx B

Disagree Mostly Mostly agree Agree NA/Don't
disagree know

m The government of Latvia forecasts revenues realistically.

2 The government of Latvia plans expenditures realistically.
Chart 3: Public perception of revenue and expenditure forecasts
Similarly, people tend to disagree that publicly available information about the budget is sufficient.

However, people who follow the budget-drafting process expressed a more positive opinion of the
available information - same as last year.
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50%

41%
40% 33%%‘ 29%
30% . \ o AN 22%
9 o
N R RN o Iz
Disagree Mostly Mostly agree Agree NA/Don't
disagree know

m Publicly available information is sufficient to assess how the state budget
is put together.

« Publicly available information is sufficient to assess how the state budget
is put together (respondents who follow the budget drafting process).

Chart 4: Public perception of available information

The results show that support for countercyclical fiscal policy has slightly declined (Charts 9 and 10).

60% 59%

43%
45%
30%

30% 24%

11% N
15% 4% 5% 8% % 5%

Disagree Mostly Mostly agree Agree NA/Don't
disagree know

12%

00

~ During periods of economic growth, savings must be made for leaner

times (2016) . )
m During periods of economic growth, savings must be made for leaner

times (2017)

Chart 5: Public opinion on the need to make savings during periods of
growth (results from 2016 & 2017)

The results suggest that there are fewer people who agree with the principles and more people who are
unsure about their position. In particular, there was a significant decline in the number of people who
agreed that savings should be made during periods of economic growth.

50% 44%
40%

0
30% 21%

20% 13% § § N
0 % 129 N
% % 5% ! N N 11% \\
sy N NN N N

Disagree Mostly disagree  Mostly agree Agree NA/Don't know

m During periods of economic growth, public debt can only be increased if the money
is invested in projects that will also improve the lives of future generations (2016).
~ During periods of economic growth, public debt can only be increased if the money
is invested in projects that will also improve the lives of future generations (2017).

Chart 6: Public opinion on increasing public debt during periods of growth (results
from 2016 & 2017)

Roughly half of all respondents answered that public debt has mainly grown as a result of budget
deficits and the provision of government assistance to systemically relevant companies. This suggests
that a fair number of respondents have an accurate sense of the main reasons for the increase of public
debt. Nonetheless, it is important to note that the most popular answer to this question was corruption.
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0% 10% 20% 30%  40%  50%
Corruption NG  40%
Budget deficits I 337

NATO membership NN 20%

State assistance to systemically relevant

: I 13
companies 18%

Inflation NN 16%
EU membership I 9%
Other I 7%

NA/Don't know I 13%

Chart 7: In your opinion, what were the main reasons for the increase of public debt
in the last ten years?

Public knowledge about Latvia’s public debt is poor. When asked about how much Latvia’s debt has
grown since 2007, 47% replied that they did not know. An additional 36% gave answers that were
much lower than the actual public debt?.

50% 47%
40%
30%
20% 14% 15%
10%
10% 7% 50
o 3%

[] m

Less than Twice Three Four Five  Six times More thanNA/Don't

twice times times times six times  know

Chart 8: How much bigger is Latvia's public debt compared to 20077?

Similarly, the results show that the presentation of budget deficits in percent of GDP has a limited
effect on giving people a sense of the actual costs. One of the questions specified that Latvia’s
consolidated government budget deficit in 2016 was 0.4 of GDP, and respondents were asked how
much this was in nominal terms. The correct answer 101.7 million euro, and the correct option
provided considerable room for error. Nonetheless, only 14% answered correctly, and the majority
chose not to answer.

20 A potential problem was that the question did not specify whether we were talking about public debt or the
level of public debt (% of GDP). Nonetheless, 36% of all respondents gave answers that were lower than either
option.
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Chart 9: How high was Latvia's consolidated government budget deficit in 2016 in
nominal terms?

The majority believe that defence and public safety are the most significant public expenditure items.
This is congruent with the results of a previous social survey, which showed that 36% of respondents
thought that defence is the most significant expenditure item (Baltic International Bank 2016). This is
incorrect, however, as considerably more is spent on social protection, but only 24% chose this option.
0% 20% 40% 60%
Defense and internal security | ENEREGTGNGGEGEGEGEGENEGENEEEGEGEGEGN 53%
Social protection [ INNEGEEGEGEGE 241%
Health care | 16%
Roads and infrastructure | I 14%
Other I 9%
Education and science [l 8%
Support for agriculture M 7%
Support for the arts and culture [l 6%
Don't know/ NA I 18%

Chart 10: Which two of these are the most significant public expenditure items?

Furthermore, when asked about the least significant public expenditure item, 25% chose social
protection. The most population choice, however, was health care.
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0% 10% 20% 30% 40% 50%

Health care NG 43%

Social protection GG 5%

Roads and infrastructure I 3%

Education and science I 22%

Support for the arts and culture I 20%
Support for agriculture NG 15%
Defense and internal security Il 4%
Other W 2%

Don't know/ NA I 14%

Chart 11: Which two of these are the least significant public expenditure items?

The public's misperception of social expenditures is further highlighted by the fact that the vast
majority do not have a clear sense of how much is actually spent. 41% of respondents replied that
they did not know what proportion of total government expenditure was used for social protection.
Furthermore, an additional 36% gave answers that were much lower than the actual share of total
consolidated government expenditure (roughly va).

50%
41%
40%

30%

20% 0
15% 13%

10% 11%
10% 8%
C E
0% [ |

Lessthan Approx. Approx. Approx. Approx. Morethan NA/Don't
1/10 1/10 1/6 1/4 half half know

Chart 12: What proportion of government expenditure is used for the special
budget?

In view of the above, it is not surprising that respondents were sceptical of the government’s ability to
take care of them in old age. The survey asked respondents (i) whether they trusted the state’s social
security system to take care of them in old age and (ii) whether the public health care system can
adequately meet the medical needs of pensioners. In both cases respondents showed strong
disagreement. This is consistent with the opinion that both health care and social protection are
inadequately financed.

34



50%  459046%

40%
31%,q04
30%

20%
12%12%
8% 9%

N 4% 4% \
RN = m

Disagree  Mostly disagree Mostly agree Agree NA/Don't know

m | trust the ability of the state’s social security system to take care of me in old

age.
~ The public health care system can adequately meet the medical needs of

pensioners.

10%

w7
T

0%

Chart 13: Trust in the public health care and social security systems

People's concerns about the future also include the sustainability of Latvia’s public finances. 72% of
respondents either agree or mostly agree that the long-term stability of Latvia’s public finances
concerns them. A similar proportion agree or mostly agree that it is important to them that the
government address issues that can have a negative economic impact in the long term.
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0% — 40%?:)’:‘0
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m |t is important to me that the government currently address issues that can have a
negative effect on Latvia's economy in the long term.

A~ The long-term stability of Latvia's public finances concerns me.

Chart 14: Long-term concerns

High tax rates are seen as the main problem hampering the long-term growth of Latvia’s economy,
though the other choices were also popular. Respondents were provided with four possible answers.
Only a minority (3%) thought that some other factor was more important and 6% said they did not
know. The difference between the most popular choice (high tax rates) and the least popular
(emigration) was only 13 percentage points, though there was some regional variation.
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Chart 15: Perceived main long-term problem hampering Latvia's economic
development

Slow economic growth is believed to be the main threat to the sustainability of Latvia’s public
finances. Respondents were provided with four possible answers. Only a minority (2%) thought that

some other factor was more important and 5% said they did not know. Slow economic growth was the
most popular choice (39%), followed by ageing (21%) and the increase of public debt (19%).

0% 10% 20% 30% 40%
Slow economic growth | ENRNRNEIEIEEENEEEEEEEEEEEEE 0%
Ageing NG 1%
Growth of public debt | NRNREIEGEE 10%
Emigration [ N ENRNEGE 15%
Other | 2%

NA/Don'tknow NN 15%

Chart 16: Perceived main threat to long-term stability of Latvia's public finances

On the whole, people would prefer policies with a gradual and predictable effect in the long-term. The
idea behind this question was to see whether people prioritise instant short-term effects over long-term
effects that are less immediate but more sustainable. Only 16% strongly preferred the latter, but,
overall, the answers were skewed towards long-term sustainability.
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(1) I would prefer government decisions with a significant positive
impact in the short term but unclear consequences in the long term.
(10) I would prefer government decisions with a moderate, gradual
and predictable long-term impact.

Chart 17: Opinion on government decisions
Conclusions

The results of the survey suggest that the perceived inadequacy of health care and social protection
may be a source of future pressure to increase expenditure. This means that public support for
countercyclical fiscal policy and a pronounced preference for sound long-term thinking has to be seen
in context, and approached cautiously. Persistent dissatisfaction with both the tax system and the
current level of public services may lead to support for policies than entail higher deficits without
sufficient compensatory measures.

Concurrently, the ability of the public to differentiate between competent policy-making and
opportunistic spending may be minimal. The results show that (i) few people have a clear sense of
how much public debt has increased over the past ten years and (ii) expressing expenditures and
deficits in percent of GDP may potentially obscure the actual costs. While respondents may accept
countercyclical fiscal policy in principle, it may be difficult for them to establish whether their chosen
representatives actually practise prudent fiscal policy.

It should be noted that the survey results indicate that there is no clear consensus as to the main reason
behind Latvia’s slow economic growth, but the pace of growth itself was the most popular choice as
regards the main threats to Latvia’s fiscal sustainability. Consequently, it would appear reasonable to
assume that attempts to foster growth would be greeted with approval.

Overall, the results show that the long-term stability of Latvia’s public finances is something that
worries respondents, and they would prefer that the government address potential issues in a timely
manner. Furthermore, respondents would also prefer a predictable long-term vision. Nonetheless, the
low level of satisfaction with public services, coupled with a limited understanding of the flow of
public finances, endangers the rather pronounced preference for countercyclical fiscal policy and long-
term stability.
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Fiskalas disciplinas padomes uzraudzibas zinojums (2017)
Fiscal discipline surveillance report (2017)

Strukturalas bilances Iimenis un Vidgja termina mérkis(
Structural balance level and medium-term objective

(% no IKP, faktiskajas cends)
(% of GFP, current prices)

4. pielikums
Annex 4

P4.1.tabula
Table P4.1

No; formula Raditajs 2013 2014 2015 2016 Item
1. Fiskalas disciplinas likuma 10.pants -0.5 -0.5 -0.5 -0.5/Article 10 Fiscal discipline law
2 Minimala planojama visparejas 13 10 10 0 Minimum planned structural general
’ valdibas budZeta strukturala bilance ’ ) ’ "~ |government budget
Vispargjas valdibas budzeta faktiska Actual structural general government
3. . -0.8 -1.0 -1.0 0.3
strukturala bilance budget balance
Avots: Finan$u ministrija, Fiskalas Source: Ministry of Finance, Fiscal
disciplinas padomes aprekini Discipline Council calculations
05 05
0.0 I 0.0 I
2016 2016
-05 -05
-1.0 -10
-15 -15

mmmm Faktiska strukturald bilance

———FDL noteiktais -0,5%

Budzeta likuma noteiktais

mmmm Factual structural balance
—— Article 10 FDL, -0.5%
—— Structural balance stated in the Budget law




Fiskalas disciplinas padomes uzraudzibas zinojums (2017)
Fiscal discipline surveillance report (2017)

Valdibas izdevumu un ekonomikas pieauguma salidzinajums P4.2.tabula
Government expenditures and economic growth comparison Table P4.2
(milj. eiro)
(million euro)
No; formula Raditajs 2014 2015 2016 Item
Valsts budZeta izdevumu pieaugums .
1. (budzeta likums), % (redlais) 33 36 2. State budget expenditure (budget law)
- annual growth in % (real) (maximum)
(maksimalie)
2 Faktisko valsts budZeta izdevumu 45 27 04 State budget expenditure (actual)
' pieaugums, % (realais) ) ' ""lannual growth in % (real)
3 Potenciala IKP picaugums (10 gadu 0.9 16 23 10-year average potential GDP
' vidgjais), % ) ) I growth (-5, t+4)
4.2 (6,- 6.6, Valsts budZeta izdevumu pieaugums 49 40 29 State budget expenditure (budget law)

(budzeta likums), % (maksimalie) annual growth in % (maximum)

Faktisko valsts budZeta izdevumu
5. = (T - T pieaugums, % 6.1 31 0.3

Valsts budZeta izdevumi (budZeta

State budget expenditure (actual)
annual growth in %
State budget expenditures (budget

6. likums) (maksimalie) 71875 rar24 76884 law) (maximum)
7. Faktiskie valsts budZeta izdevumi 7254.1 7476.7 7 502.4 | State budget expenditures (acutal)
8. IKP deflators, % 1.6 0.4 0.7 GDP deflator, %
Avots: Finan$u ministrija, Fiskalds Source: Ministry of Finance, Fiscal
disciplinas padomes aprékini Discipline Council calculations
5.0 5.0
4.0 4.0
3.0 3.0
2.0 2.0
1.0 1.0
0.0 0.0
2014 2015 2016 2014 2015 2016
-1.0 -10

mmmm Faktiskais budZeta izdevumu pieaugums s Budget expenditure growth (actual outcome)

——— Potential GDP growth

Potenciala IKP augsme

Budzeta likuma noteiktie maksimalie izdevumi —— Maximum expenditures stated in the Budget law



Fiskalas disciplinas padomes uzraudzibas zinojums (2017)

4. pielikums

Fiscal discipline surveillance report (2017) Annex 4
Bilances nosacijums: ex post P4.3. tabula
Balance rule: ex post Table P4.3
(milj. eiro)
(million euro)
No; formula Raditajs 2013 2014 2015 2016 Item
1. IKP, faktiskajas cenas 22786.5 23631.2 24 368.3 25 021.3/GDP, at current prices
2 Vispargjas valdibas budZeta faktiska 08 10 10 03 Actual structural general government
’ strukturala bilance, % no IKP ' i ' "~ |budget balance, % of GDP
322 %1./100 VlSpal‘ej_af vgldibas budzeta faktiska 1834 240.8 2478 85.9 Actual structural general government
strukturala bilance budget balance
4 Minimala planojama vispargjas valdibas 13 10 10 0 Minimum planned structural general
' budzeta strukturala bilance, % no IKP ' : ' | government budget, % of GDP
5 =4 *1./100 valmz_ilﬁ plinq_al}ﬁ _wspéréjas valdibas 296.2 2363 243.7 2952 Minimum planned structural general
budzeta strukturala bilance government budget balance
6.=3.-5. Gada novirze 112.9 -4.5 -4.2 311.1|Deviation from plan for the year
iati 0
7.26./1.* 100 Gada novirze, % no IKP 05 0.0 0.0 1.2 gg’;atw” from plan for the year, % of
Uzkrata bilan¢u novirzu summa visiem Accrued deviation from plan for all years
=T+ T+ T, . . . . ) R
827t T 7203 gadiem, sakot no 2013.gada 1129 108.4 104.2 4153 starting with 2013
Uzkrata bilan¢u novirZu summa visiem Accrued deviation from plan for all years
- *
9.=8./1.%100 gadiem, sakot no 2013.gada, % no IKP 05 05 04 L7 starting with 2013, % of GDP
. Rule in accordance with Article 11 of the
- o } N ; N
10. FDL 11.panta nosacijums, % no IKP 0.5 0.5 0.5 0.5 FDL, % of GDP
11.=1F9.<10. Ir jakorigg, ja 9. < 10. Nav jakorige | Nav jakorigeé | Nav jakorige | Nav jakorige |Correction necessary if 9.< 10.
Avots: Finansu ministrija, Fiskalas disciplinas padomes Source: Ministry of Finance, Fiscal
aprékini Discipline Council calculations
2.0 2.0
15 s 15 /s
’ ’
’ ’
10 7~ 1.0 s
’ ’
’ ’
05 I------------_' , 0.5 ——ccccccceeea’
0.0 — — 0.0 I — —
2013 2014 2015 2016 2013 2014 2015 2016
-05 -0.5

mmmm Bilances nosacijums gada novirze

Izdevumu nosacijums gada novirze

= = = Bilances nosacijums uzkrata novirze

Izdevumu nosacijums uzkrata novirze

s Balance rule annual deviation

Expenditure rule annual deviation

= = = Balance rule cumulative deviation

Expenditure rule cumulative deviation



Fiskalas disciplinas padomes uzraudzibas zinojums (2017)

4. pielikums

Fiscal discipline surveillance report (2017) Annex 4
Izdevumu nosacijums: ex post P4.4. tabula
Expenditure rule: ex post Table P4.4
(milj. eiro)
(million euro)
No; formula Raditajs 2013 2014 2015 2016 Item
1 IKP, faktiskajas cenas 22786.5 23631.2 24 368.3 25 021.3/GDP, at current prices
2 Yalsts budzetq |z_dgvum| (budzeta 6853.8 71875 74724 7688.4 State_budget expenditures (budget law)
likums) (maksimalie) (maximum)
3.=2.*%1./100 Faktiskie valsts budZeta izdevumi 6 835.2 7254.1 7 476.7 7 502.4 | State budget expenditures (acutal)
6.=3.-5. Gada novirze 18.5 -66.6 -4.3 185.9 | Deviation from plan for the year
o o
7.26./1.* 100 Gada novirze, % no IKP 01 -0.3 0.0 0.7 gg’;ﬁtm” from plan for the year, % of
Uzkrata bilan¢u novirZu summa visiem Accrued deviation from plan for all years
MOV Y S e . -43. =94, . . .
82T+ T T3 gadiem, sakot no 2013.gada 185 481 525 1334 starting with 2013
Uzkrata bilan¢u novirzu summa visiem Accrued deviation from plan for all years
= * - -
9.=8./1.7100 gadiem, sakot no 2013.gada, % no IKP 01 02 02 05 starting with 2013, % of GDP
. Rule in accordance with Article 11 of the
- o } ] ] ]
10. FDL 11.panta nosactjums, % no IKP 0.5 0.5 0.5 0.5 FDL, % of GDP
11.=1F9.<10. Ir jakorigg, ja 9. < 10. Nav jakorige | Nav jakorige | Nav jakorigé | Nav jakorigé |Correction necessary if 9.< 10.
Avots: Finansu ministrija, Fiskalas disciplinas padomes Source: Ministry of Finance, Fiscal
aprékini Discipline Council calculations
2.0 2.0
15 7 15 #Z
’ /
’ ’
1.0 /7 1.0 /2
’ ’
’ ’
05 I------_-_____l 05 . 2 >
0.0 —_ — 0.0 [ — —
2013 2014 2015 2016 2013 2014 2015 2016
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= = = Bilances nosacijums uzkrata novirze

Izdevumu nosacijums uzkrata novirze

s Balance rule annual deviation

Expenditure rule annual deviation

= = = Balance rule cumulative deviation

Expenditure rule cumulative deviation
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Fiscal discipline surveillance report (2017) Annex 4
Makroekonomikas prognozu izmainu ietekme uz budzeta bilances izmainam P4.5. tabula
Balance rule: ex post Table P4.5
(milj. eiro)
(million euro)
No; formula Raditajs 2013 2014 2015 2016 Item
1. Izlaizu starpiba, VTBI 2018./20. -0.5 -0.5 -0.6 -0.9|Output gap, MTBF 2018/20
2. Izlaizu starpiba, VTBI 2016./18. 07 0.6 -0.2 -0.4|Output gap, MTBF 2016/18
3. Cikliska komponente, VTBI 2018./20. -0.2 -0.2 -0.2 -0.3|Cyclical component, MTBF 2018/20
4. Cikliska komponente, VTBI 2016./18. 03 0.2 -0.1 -0.1|Cyclical component, MTBF 2016/18
Bilances nosacijums (cikliskas . .
5.=4.-3. komponentes izmainas ietekme uz 0.5 0.4 0.2 0.2 Bala.nce rule (impact of the change in
bilanci) cyclical component)

Avots: Finansu ministrija, Fiskalas disciplinas padomes Source: Ministry of Finance, Fiscal
aprékini Discipline Council calculations



Fiskalas disciplinas padomes starpzinojums par Latvijas Stabilitates programmu 2017.-2020.gadam
Fiscal discipline interim report on Latvia's Stability programme 2017-2020

Izdevumu pieauguma nosacijums: ex post (IKP deflators VTBI 2018./20.) P4.6. tabula
Expenditure rule: ex post (GDP deflator MTBF 2018/20) Table P4.6
(milj. eiro)
(million euro)
No; formula Raditajs 2012 2013 2014 2015 2016 Item
1 IKP, faktiskajas cenas 21885.6 221786.5 23631.2 24 368.3 25 021.3|GDP, nominal prices
2. Vispargjas valdibas kopgjie izdevumi, TE 8160.9 84178 8858.5 90253 9 093.5|GG total i TE
2.1 Procentu ajumi, D.41 359.3 337.4 3375 322.7 282.0 Interest diture, D.41
. . T . Expenditure on EU programmes fully
2.2. ES prqgra_mmu }z@evuml, kurlemf atbilstosi ES 532.0 492.0 481.0 501.0 258.0 matched by EU funds revenue (expenditure
fondu iep@mumi (izdevumu nosacijums) rule)
Bruto pamatkapitala veidosana (BPKV), t, P.51 Gross fixed capital formation
231 699.0 672.1 707.5 7445 726.0 .
(i Tjums) (GFCF), t, P.51 (expenditure rule)
23.2. BPKV, t-1, P.51 702.9 699.0 672.1 707.5 7445 GFCF, t-1, P.51
2.33. BPKV, t-2, P.51 847.7 702.9 699.0 672.1 707.5 GFCF, t-2, P.51
2.34. BPKV, t-3, P.51 916.8 847.7 702.9 699.0 672.1 GFCF, t-3, P.51
3=2-21-22-231+
vidgjais/average [2.3.1., Izlidzinatie kopgjie izdevumi (nominalie) 7362.2 7646.8 8027.8 8162.9 8 540.0|Smoothed total expenditures (TE) (nominal)
2.3.2,,233,234]
4.=4.3.*(4.1.-42.)/ 4.1. |Nediskrecionaras bezdarba izmainas 10.8 0.0 -4.1 -9.4 -6.3 | Non-discretionary change in unemployment
4.1. Iimenis, % 15.0 11.9 10.8 9.9 9.6 Unemployment rate
4.2. Bezdarba limenis, kas neietekmé algu, % 122 11.9 114 10.8 10.2 NAWRU
4.3. Kopgjie bezdarba pabalstu izdevumi 58.1 742 85.2 102.1 116.2 Total unemployment benefit expenditure
5. Diskrecionaro ienél al izmainas 38.6 -58.0 -52.2 -74.0 73.4 | Discretionary revenue measures change
6.=3.-4.-5. K"’{%é“_e (pret d_'Skrem_mfz"_mJ'em pasikumiem) 73128 77048 8084.2 8246.3 8 472.9| Corrected expenditure aggregate (nominal)
kopgjie izdevumi (
7. = gads-pret-gadu / year-to- Nominalo korigéto kopgjo izdevumu picaugums, X 27 57 27 38 Net public expenditure annual growth in %
year ) i | " |(nominal)
8. IKP deflators, % , VTBI 2018/20 3.6 15 16 0.4 0.7 | GDP deflator, %, MTBF 2018/20
9.=(1+7/100)/ (L. + I . ) . . o
8./100) * 100-100 Realo korigéto izdevumu picaugums, % X 3.2 4.1 2.3 3.1 Net public expenditure annual growth in % (real)
10. = vidgjais/average [t-4, t- L . S 12 08 09 16 23 .
3, .. t+4, t45] Potenciala IKP picaugums (10 gadu vidgjais), % . . . . .3|10-year average potential GDP growth (t-5, t+4)
i ia Applicable benchmark rate when MS below (or
11 y . e 12 0.8 25 2.7 2.2
kad ES ir zem (vai virs) VTM above) the MTO
— (11 -9)* *
;2[1_1](}11 9)*(+8) Novirze, % no IKP X -0.8 -0.5 0.1 -0.3| Deviation in % of GDP
13,212+ 12,3 Videja uzkrata divu gadu novirze, % no IKP x 08 13 0.4 0.2 g‘[’)eF’,age two years cumulative deviation in % of
Vispargjas valdibas kopgjie izdevumi, pgc &G total . ing to
14. = Goal seek 12. = 0 i ) t.i. ja kopgjo i X 82456 87324 90523 9024.1 rule v v
15. Vispargjas valdibas kopgjie iend i, TR 79373 8189.1 8485.9 8719.9 9 097.0| GG total revenue
16. ;:Z‘;e‘)’“di“" fengmumi (naudas pltismas 67454| 68476  69496) 71815 73121 State budget revenue (cash-flow)
17. Pasvaldibu budzetu bilance -76.8 -119.3 -85.0 -26.2 57.4 | Local government budget balance
No valsts budzeta dalgji atvasinato publisko
18. personu un budZeta nefinansétu budzeta iestazu -17.8 -21.8 -8.4 -51.8 33.7 | Derived public persons budget balance
budZetu bilance
19. EKS korekcijas -262.0 -101.2 24.7 68.1 105.2|ESA corrections
ZU. = 10.-(15.-14.) - L7. - N N . L N -
18 Valstsﬂbudieta izdevumi atbilstosi izdevuma X 66619 71274 7504.0 74354 State bl_Jdget expenditure according to the
an expenditure rule
21. Valsts budZeta izdevumi, faktiskie X 6835.2 7254.1 7476.7 7 502.4 | State budget expendi (actual)
22.=20.-21. Gada novirze X -173.4 -126.8 27.3 -67.0| Deviation from plan for the year
23.=22./1.*100 Gada novirze, % no IKP X -0.8 -0.5 0.1 -0.3| Deviation from plan for the year, % of GDP
_ Uzkrata novirzu summa visiem gadiem, sakot no Accrued deviation from plan for all years starting
= + - - - -
24.= 23503+ ... + 234 2013 gads X 173.4 300.2 2729 3399 13
_ Uzkrata novirzu summa visiem gadiem, sakot no Accrued deviation from plan for all years starting
= * - - - -
25.=23./1.7100 2013.gada, % no IKP x 08 13 12 14 with 2013, % of GDP

Avots: Finansu ministrija, Fiskalas
disciplinas padomes aprékini

Source: Ministry of Finance, Fiscal Discipline
Council calculations

4. pielikums
Annex 4



Fiskalas disciplinas padomes starpzinojums par Latvijas Stabilitates programmu 2017.-2020.gadam
Fiscal discipline interim report on Latvia's Stability programme 2017-2020

Izdevumu pieauguma nosacijums: ex post (IKP deflators VTBI 2016./18.) P4.7. tabula
Expenditure rule: ex post (GDP deflator MTBF 2016/18) Table P4.7
(milj. eiro)
(million euro)
No; formula Raditajs 2012 2013 2014 2015 2016 Item
L IKP, faktiskajas cenas 21885.6 22786.5 23631.2 24 368.3 25 021.3|GDP, nominal prices
2. Vispargjas valdibas kopgjie izdevumi, TE 8160.9 8417.8 8858.5 9025.3 9 093.5 |GG total diture, TE
2.1 Procentu maksajumi, D.41 359.3 337.4 3375 3227 282.0 Interest i D.41
. . R, Expenditure on EU programmes fully
2.2. ES pro.grzimmu .|1fjevum|, kunemf atbilstosi ES 532.0 492.0 481.0 501.0 258.0 matched by EU funds revenue (expenditure
fondu iengmumi (izdevumu nosacijums) rule)
Bruto pamatkapitala veidosana (BPKV), t, P.51 Gross fixed capital formation
231 699.0 672.1 707.5 7445 726.0 X
(i Tjums) (GFCF), t, P.51 (expenditure rule)
2.3.2. BPKV, t-1, P.51 702.9 699.0 672.1 707.5 744.5 GFCF, t-1, P.51
2.33. BPKV, t-2, P.51 847.7 702.9 699.0 672.1 707.5 GFCF, t-2, P.51
2.3.4. BPKYV, t-3, P.51 916.8 847.7 702.9 699.0 672.1 GFCF, t-3, P.51
3.=2-21.-22-231+
vidgjais/average [2.3.1., Izlidzinatie kopgjie izdevumi (nominalie) 7362.2 7646.8 8027.8 81629 8 540.0|Smoothed total expenditures (TE) (nominal)
2.3.2,233,234]
4.=43.*(4.1-42)/4.1. |Nediskrecionaras bezdarba izmainas 10.8 0.0 -4.1 9.4 -6.3 | Non-discretionary change in unel yment
4.1. Bezdarba limenis, % 15.0 11.9 10.8 9.9 9.6 Unemployment rate
4.2 ITmenis, kas neietekmg algu, % 12.2 119 114 10.8 10.2 NAWRU
4.3. Kopgjie bezdarba pabalstu izdevumi 58.1 74.2 85.2 102.1 116.2 Total unemployment benefit expenditure
5. Di ionaro ienés 4l izmainas 38.6 -58.0 -52.2 -74.0 73.4 | Discretionary revenue measures change
6.=3.-4.-5. K°‘i‘?’_é“,e (pret d,'SkIm_o'lﬁfaJ'm pasakumiem) 73128 77048 8084.2 8246.3 8 472.9| Corrected expenditure aggregate (nominal)
kopgjie izdevumi (
7. = gads-pret-gadu / year-to- Nominalo korigéto kop&jo izdevumu picaugums, Net public expenditure annual growth in %
X 4.7 5.7 2.7 3.8 "
year % (nominal)
8. IKP deflators, % , VTBI 2016/18 3.6 11 12 11 2.1 GDP deflator, %, MTBF 2016/18
9.=(1+7./100)/ (L. + . . ) . ) )
8./100) * 100-100 Realo koriggto izdevumu picaugums, % X 35 45 16 1.7 | Net public expenditure annual growth in % (real)
10. = vidgjais/average [t-4, t- . . I :
3, .. t+d, t+5] Potenciala IKP picaugums (10 gadu vidgjais), % 12 0.8 0.9 1.6 2.310-year average potential GDP growth (t-5, t+4)
ielaujamai alais i Applicable benchmark rate when MS below (or
11. . s PO 1.2 0.8 25 2.7 22
kad ES ir zem (vai virs) VTM above) the MTO
— (11 -9)* *
;2[‘_1](:/[:5 9)*(1+8) Novirze, % no IKP X -0.9 -0.7 0.3 0.2 | Deviation in % of GDP
- P,
13.212,+12., Vidaja uzkrata divu gadu novirze, % no IKP x 0.9 15 03 05 g\[/;:;age two years cumulative deviation in 96 of
Vispargjas valdibas kopgjie izdevumi, pec GG total to
14. = Goal seek 12. =0 i Tj t.i. ja kopgjo i X 8219.5 8704.7 91103 9139.6 rule v v
15. Vispargjas valdibas kopgjie iené i, TR 79373 8189.1 8485.9 8719.9 9 140.6 |GG total revenue
16. Xe‘i‘;&‘)’“dma fenémumi (naudas pliismas 6745.4 6847.6 6949.6 71815 7.312.1 | State budget revenue (cash-flow)
17. Pagvaldibu budzetu bilance -76.8 -119.3 -85.0 -26.2 57.4 | Local government budget balance
No valsts budzeta dalgji atvasinato publisko
18. personu un budZeta nefinansétu budzeta iestazu -17.8 -21.8 -8.4 -51.8 33.7 | Derived public persons budget balance
budZetu bilance
19. EKS korekcijas -262.0 -101.2 24.7 68.1 105.2|ESA corrections
Z0.=10. - (15.-14.) - L7. - % . o o P . N
18 Valsts_‘budzeta izdevumi atbilstosi izdevuma X 66357 7099.6 7562.0 7507.3 State b\_Jdget expenditure according to the
an expenditure rule
21. Valsts budZeta izdevumi, faktiskie X 6835.2 7254.1 7476.7 7 502.4 | State budget expenditures (actual)
22.=20.-21. Gada novirze X -199.5 -154.5 85.3 4.9 | Deviation from plan for the year
23.=22./1.*100 Gada novirze, % no IKP X -0.9 -0.7 0.3 0.0 | Deviation from plan for the year, % of GDP
Uzkrata novirzu summa visiem gadiem, sakot no Accrued deviation from plan for all years starting
24.=28553+ ... + 23, -199.5 -354.0 -268.7 -263.9|
203 “ |2013.gada X with 2013
25.=23./1. * 100 Uzkrata novirzu summa visiem gadiem, sakot no X 0.9 16 11 11 Accrued deviation from plan for all years starting

2013.gada, % no IKP

with 2013, % of GDP

Avots: Finan3u minist
disciplinas padomes aprékini

Fiskalas

Source: Ministry of Finance, Fiscal Discipline
Council calculations
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Makroekonomikas prognozu izmainu ietekme % no IKP
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3.1. tabula
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0.477
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2016
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m Balance rule (changes in cyclical component)
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Table 3.1 GDP deflator changes
2012 2013 2014 2015

MTBFL 2016/18 3.6 1.1 1.2 11
MTBFL 2018/20 3.6 1.5 1.6 0.4
Changes 0.0 -0.4 -0.4 0.7



Fiskalas disciplinas padomes uzraudzibas zinojums (2017)

5. pielikums

Fiscal discipline surveillance report (2017) Annex 5
Skaitlisko nosactjumu izpildes kopsavilkums P5.1.tabula
Summary of numerical conditions fulfilment Table P5.1
(milj. eiro)

(million euro)

No; formula Raditajs 2017 2018 2019 2020
MTBF MTBF MTBF MTBF MTBF MTBF MTBF MTBF
2018/20 2018/20 2018/20 2018/20 2018/20 2018/20 2018/20 2018/20
MoF Council MoF Council MoF Council MoF Council
1. Bilances nosacijums 8505.1 84704 8958.1 8844.7 9306.0 8998.3 9745.1 9 650.4 Balance rule
2. Izdevumu pieauguma nosacijums 8693.1 8 665.7 9138.9 8997.3 9701.7 9116.2 9728.7 9 359.7 Expenditure growth rule
3. Parmantojamibas nosacijums 9813.2 9813.2 8721.8 8730.9 9 053.5 9089.1 X x| Continuity rule
B ) Stingrakais no Izdevumu nosacijuma Stricktest rule out of Expenditure rule
4.=MIN(1.;2.) un Bilances nosacjuma 8505.1 8470.4 8958.1 8844.7 9306.0 8998.3 9728.7 9359.7 and Balance rule
5.1. FNR, Fiskala nodro§inajuma rezerve, 26.7 26.7 28.4 28.4 30.0 30.0 317 31.7 Fiscal safety reserve,
5.2. FNR; Fiskala nodro$inajuma rezerve, X X 26.7 26.7 28.4 28.4 30.0 30.0| Fiscal safety reserve,
6.1 Flslcalas d1s01p11n_e.1s likuma 5.panta 13348 13695 234.6 121 250.9 924 9728.7 93597 Cogdltlon set in Fiscal discipline law
otras dalas nosacijums Article 5(2)
6.2. Modulis no 6.1. 1334.8 1369.5 234.6 112.1 250.9 92.4 9728.7 9 359.7 Module of 6.1.
7.1. IKP, faktiskajas cenas 26 676.2 26 676.2 283594 28359.4] 29976.6 29976.6] 31663.0, 31663.0 GDP, current prices
7.2. 0,1% no IKP 26.7 26.7 28.4 28.4 30.0 30.0 31.7 31.7/0.1% of GDP
Valsts budZeta izdevumi, atbilstosi State budget expenditure according to
8.=IF(6.2.>7.24;3) izvéletajam stingrakajam 8505.1 8470.4 8958.1 88447 93060 89983 97287 93597 udget expenditu g
- the stricktest rule applied
nosacijjumam
9.8 -51. Makmme}ll pielaujamie valsts budzeta 8478.4 8443.7 89298 88163 9306.0 8968.4 9697.0 9328.0 Maleym allowed state budget
izdevumi expenditures
Vispargjas valdibas kopgjie izdevumi, GG total expenditure, TE, adjusted in
TE, korigéti atbilstosi izvéletajam accordance with the stricktest rule
10. S - 10132.3 10 097.6 10 629.7 10516.3 11017.4 10 709.7 114824 111134 .
stingrakajam nosacijumam applied

Avots: Finansu ministrija, Fiskalas
disciplinas padomes apreékini

Source: Ministry of Finance, Fiscal
Discipline Council calculations
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Fiscal discipline surveillance report (2017)

Bilances nosactjums P5.2. tabula
Balance rule Table P5.2
(milj. eiro)
(million euro)
No; formula Raditajs 2017 2018 2019 2020 Tiem
MTBF MTBF MTBF MTBF MTBF MTBF MTBF MTBF
2018/20 2018/20 2018/20 |2018/20 2018/20 |2018/20 2018/20 |2018/20
MoF Council MoF Council MoF Council MoF Council
1 Valsts bud?cm iepemumi 8128.1 81281 87369 87369| 90888 90888| 97336 97336 Central government budget revenue (cash}
(naudas pliismas metode) flow)
2. Pagvaldibu budzeta bilance 16.6 16.6, 316 316 -21.1 -21.1] -15.8 -15.8 Local budget balance
No valsts budzeta dalgji atvasinato Derived public persons budget balance
3. publisko personu un budzeta nefinansétu 9.6 9.6, 0.6 0.6 -73 -7.3] -10.3 -10.3]
iestazu budzeta bilance
4. EKS korekcijas 824 824 -110.9 -110.9 -21.5 -27.5] -92.4 -92.4)|ESA corrections
—10 .7 . Minimali atlauta strukturala bilance, % ~ ~ Minimal structural balance,
=10.-7.-6. 10 IKP 1.0 -0.9 12 -0.8 -0.6 -0.1 -0.4 04%nfGDP
6. Vienreizgjie pasakumi, % no IKP X X 0.0 0.0! -05 -05 -03 -0.3 One-off, % of GDP
7.=18. Cikliska % no IKP 0 0 01 0.1 02 02 03 0.3| Cyclical component, % of GDP
8. IKP, faktiskajas cenas 26676.2| 26676.2) 28359.4| 28359.4| 29976.6| 29976.6| 31663.0) 31663.0|GDP, at current prices
Q.21 42,43, +4,- (5,46, +7)* \{alsts budie!aﬂlzdevuml atbilstosi 8505.1 8470.4| 89581 8844.7| 93060 8998.3| 97451 9650.4 State budget expenditure according to
bilances the balance rule
_ . IzvEleta stingraka vispargjas valdibas Selected stricktest general government
10. = MAX (11, 24) budzeta bilance, % no IKP 10 0.9 11 07 09 04 04 04 budget balance, % of GDP
Fiskalas disciplinas likuma (FDL) Fiscal discipline law (FDL)
metodologija, vispargjas valdibas -12 -11] -11 -0.7] -13 -0.8] -0.5 -0.5| methodology, general government budget
budzeta (nominala) bilance, % no IKP (headline) balance, % of GDP
Fiskalas disciplinas likuma 10.panta Fiscal discipline law Article 10 medium-
12. noteiktais vid&ja termina mérkis, % no -0.5 -0.5| -0.5 -0.5} -0.5 -0.5| -0.5 -0.5 term objective, % of GDP
IKP
Ada N s paliclings Deviation from the objective to increase
3.1.+132 +133. z‘ ape ""1,"‘"5";""’ [;'P""‘ iclinasanat 06 0.6 03 03 X X, x x| contributions to the second pension pillar,
pensiju Iiment, % no 5 of GDP
lemaksu paliclinasana no 2% uz -
13.1. 1% X X X X X X X X Contribution change from 2% to 4%
ins 0
132, ‘522"““"‘“ palielindSana no 4% uz 03 03 X X X X X x| Contribution change from 4% to 5%
133, :%'f‘“k’“ palielingsana no 5% uz 03 03 03 03 x x x x| Contribution change from 5% to 6%
Atkape no mérka veselibas apriipes Deviation from the objective for the
14. sistémas reformas TstenoSanai, % no -0.1 0 -04 0 -05 0 X x| helath care reform, % of GDP
IKP
Strukturala bilance atbilstosi Fiskalas Structural balance according to the Fiscal
15.=12.+13. + 14. turala bilance atbiistos) Fiskatas 12 -11] 12 -0.8] -1.0 0.5, 05 -0.5discipline law and to the additional
disciplinas likumam un papildu atkapem| P
deviations
VTBIL noteikia visparéjas valdibas B B B B ) o o| MTBFL general government structural
. budzeta strukturala bilance, % no IKP 12 4 12 08 10 05 05 05 balance, % of GDP
_ Vispargjas valdibas budzeta faktiska General government actual structural
17.=22.-18. X X X X X X X
strukturala bilance, % no IKP. X |batance, 9% of GDP
18. Cikliska % no IKP 0.0 0.0 01 0.1 0.2 0.2 03 0.3] Cyclical component, % of GDP
19. Cikliski korigéta bilance, % no IKP -12 -11 -11 -0.7 -0.8 -0.3] -0.2 -0.2|Cyclically adjusted balance, % of GDP
20. Vienreizgjie pasakumi, % no IKP X X 00 0.0 -05 -0.5 -03 -0.3| One-off, % of GDP
; ; ; ; ; ; ; o 5| MTBFL general government headline
2 budzeta (nominald) bilance, % no IKP 12 11 11 07 13 08 05 05 balance, % of GDP
Vispargjas valdibas budzeta faktiska General government actual headline
22. -12 -11 -11 -0.7 -13 -0.8 -0.5 -0.5
(nominala) bilance, % no IKP |balance, % of GDP
Stabilitates un izaugsmes pakta (SIP) Stability and growth pact (SGP)
2. metodologsja, vispargjas valdibas 10 09! 11 0.7 09 04 04 -0.4| methodology, general government budget
budzeta (nominala) bilance (headline) balance, % of GDP
Stabilitates un izaugsmes pakta . .
2. noteiktais videja termina mérkis, % no 10 1] 10 1] 10 10| 10 1.0 Stability and growth pact medium-term
Kp objective, % of GDP
Atk erka femaksu palicling Deviation from the objective to increase
z‘ “"7“‘;_‘““5‘;"‘“ l;“:“ e 06 0.6 03 03 x X x x| contributions to the second pension pillar,
pensiju limend, % no 96 of GDP
25.1. :f%'f‘“k’“ palielin x x x x x x x x| Contribution change from 2% to 4%
25.2. I;%'f‘“k’“ palielin 03 03 x x x x x x| Contribution change from 4% to 5%
253, :%'f‘“k’“ palielin 03 03 03 03 x x x x| Contribution change from 5% to 6%
26. Alkflpe no mérka \ieselﬂtas a[:wrﬁpes 01 0 04 0 05 0 X Deviation from the objective for the
sistémas reformas TstenoSanai helath care reform, % of GDP
Strukturala bilance atbilstosi Stabilitates Structural balance according to the
27.224.+25.+ 26. un izaugsmes paktam un papildu 7 16 7 13 15 10 10 -1.0| stability and growth pact and to the
atkapgm additional deviations
. i . General government structural balance
28, Vispargjas valdibas budzeta stukturdla x x x x x x x x|according to the Stability and growth
bilance atbilstosi SIP, % no IKP
[pact, % of GDP
- . . Maximum structural balance according to
2. Maksimald strukturala bilance atbilstosi a7 16 a7 13 15 10 10 -1.0 the Stability and growth pact, % of GDP
SIP, % no IKP
30. ﬁé};hské komponente, % no potenciala 07 07 06 056 06 06 06 06 Cyclical component, % of potential GDP
Clkl|sk1_ k_ungeui bilance, % no 10 09 11 07 09 04 04 04 Cycllgally adjusted balance, % of
potenciala IKP potential GDP
32 Vienreizgjic pasakumi, % no IKP X X| X X| X X X X| One-off measures, % of GDP
Vispareias valdibas budzet il General governement headline balance
3. b_:“’”“ﬁ;_‘l“wé‘_ Sip“% e I‘;‘;""“" ) -1.0 0.9, 11 0.7 0.9 0.4 04 -0.4according to the Stability and growth
ilance atbilstosi SIP, % no pact, % of GDP
Vispargjas valdibas budzeta bilance Seneral ¢ budoet bl
. +2.43.+4,-8[Ltabula] |atbilstoSi stingrakajam fiskalajam 2683  -2336] 2098  -186.4| -273.0 346| -1137 255,4| General government budget balance
- according to the stricktest rule applied
Vispargjas valdibas budzeta bilance General government budget balance
35.=34./8.*100 Si stingrakajam fiskalajam -1.0 -0.9 -11 -0.7 -0.9 0.1 -0.4 0.8)according to the stricktest rule applied, %
2 % no IKP of GDP
valdibas struktusala bilance General government structural balance
36.=37.*8/100 stingrakajam fiskalaja -264.1 -229.5 -337.5 -224.0 -175.6 132.0 -112.5 256.6 N N N
B according to the stricktest rule applied
Vispargjas valdibas strukturala bilance General government structural balance
37.=35.-7. atbilstosi stingrakajam fiskalajam -1.0 -0.9 -12 -0.8 -0.6 0.4 -0.4 0.8according to the stricktest rule applied, %

i % no IKP

Avots: Finansu ministrija, Fiskalas disciplinas
padomes aprekini

of GDP
Source: Mimistry of Finance, Fiscal
Discipline Council calculations
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Izdevumu pieauguma nosacijums P5.3. tabula
Expenditure rule Table P5.3
(milj. eiro)
(million euro)
No; formula Raditajs 2017 2018 2019 2020 Item
MTBF SP MTBF SP MTBF SP MTBF SP
2018/20 2017/20 2018/20 2017/20 2018/20 2017/20 2018/20 2017/20
MoF Council MoF Council MoF Council MoF Council
1 IKP, faktiskajas cenas 26 676.2 26 676.2 28359.4 28359.4 29 976.6 29 976.6) 31663.0 31 663.0| GDP, nominal prices
2 Visparajas valdibas kopgjie izdevumi, korigeti 101323 100076| 106207 105163 110174  107007|  114824|  11113.4|CC Ot expenditure, adjusted in accordance
atbilstosi izveletajam stingrakajam nosacijumam with the stricktest rule applied
2.1 Procentu ajumi, D.41 250.3 250.3 243.0 243.0 290.1 290.1 295.4 295.4 Interest expenditure, D.41
: N Expenditure on EU programmes fully
22. ES programmu izdevumi, kuriem ir atbilstosi ES 504.7 504.7 438.4 438.4 4732 4732 505.2 5052  matched by EU funds revenue (expenditure
fondu iengmumi (izdevumu nosacijums) rule)
Bruto pamatkapitala veidosana (BPKV). t, P.51 Gross fixed capital formation
231 (izdevumu - 838.1 838.1 964.8 964.8 984.3 984.3 995.7 995.7 (GFCP), £, P51 jture rule)
2.32. BPKV, t-1, P.51 726.0 726.0 838.1 838.1 964.8 964.8 984.3 984.3 GFCF, t-1, P.51
2.33. BPKV, t-2, P.51 7445 7445 726.0 726.0 838.1 838.1 964.8 964.8 GFCF, t-2, P.51
2.34. BPKV, t-3, P.51 707.5 7075 7445 7445 726.0 726.0 838.1 838.1 GFCF, t-3, P.51
.=2.-21.-22-231.+
vidgjais/average [2.3.1., | Izlidzinatie kopdjie izdevumi (nominalie) 92932 92586 98019 96884 101480 98404|  10631.8]  10262.7|Smoothed total expenditures (TE) (nominal)
232,233,234]
4.=43.* (41-4.2)/4.1) bezdarba izmainas 7.9 7.9 -12.0 -12.0 -12.1 -12.1 -15.6 -15.6| Non-discretionary change in unemployment
4.1 Bezdarba limenis, % 89 89 82 82 77 77 72 72 Unemployment rate
4.2, Bezdarba limenis, kas neietekmé algu, % 95 95 8.9 8.9 8.4 8.4 79 79 NAWRU
43. Kopgjie bezdarba pabalstu izdevumi 119.3 119.3 1316 1316 136.9 136.9 141.0 141.0 Total unemployment benefit expenditure
5.251.+52.7 Kopa diskrecionaru ienemumu pasikumu un 2222 2222 325 381 91.0 2273 465 -78.1| Discretionary revenue measures change
vienreizgjo pasakumu izmainas
5.1 Di ionaro iené pasakumu izmainas 2222 2222 35.3 35.3 -66.7 -66.7 -141.1 -141.1| Discretionary revenue measures change
52 Vienreizgiie iené pasakumi x X 2.8 28 -157.7 -157.7 946 -94.6] One-offs on the revenue side
6123451, Korigete (pret diskrecionrajiem pasakumiem) 90789 90442 97786 96651 102268 99102 107885 10 419.5|Corrected expenditure aggregate (nominal)
Kopgjie izdevumi (s
Korigétie (kopa pret diskrecionrajiem )
6.2.23.4.5. akumi jenrei akumi 9078.9 90442 97814 96623| 100691 10079.8| 106939  10356.4|COTected expenditure aggregate net of
e . P discreationary measures and one-offs (nominal)
kopgjie izdevumi (3
7.1. = gads-pret-gadu / Nominalo korigéto kopgjo izdevumu picaugums, 6.3 59 52 44 43 24 6.3 59 Net p_ubllc expenditure annual growth in %
year-to-year v (nominal)
7.2. = gads-pret-gadu / N.mml'.té}n? kong%m kopé_]n).lzdevumu, ieskaitot 63 59 53 44 27 40 54 52 Net public e)fpendltu re _annual growth corrected
year-i % for one-offs in % (nominal)
8. IKP deflators, % , VTBI 2018/20 2.8 2.8 2.8 2.8 2.4 2.4 23 2.3| GDP deflator, %, MTBF 2018/20
9.=(1+7./100)/ (L + o ) ) - ) o
S 3.4 3.0 2.4 16 19 0.0 3.9 35
8./100) * 100-100 Reilo korigéto izdevumu pieaugums, % Net public expenditure annual growth in % (real)
9.=(1+7./100)/ (1. + |Realo korigeto izdevumu, ieskaitot vienreizgjos Net public expenditure annual growth corrected
8./100) * 100-100 al i % 34 30 24 5 03 16 30 28 for one-offs in % (real)
is/average [t- | Potenciala IKP picaugums (10 gadu vi s), % 27 27 27 27 28 27 29 2.8]10- " g
4, t+5] (FMIFDP dati) . . . . . . . .8]10-year average potential GDP growth (t-5, t+4)
Pielaujamait ialais izdevumu pi Applicable benchmark rate when MS below (or
. kad ES ir zem (vai virs) VTM 55 52 43 31 42 28 30 28 above) the MTO
B2 novie, sono e 07 07 06 05 13 04 00 0.0|Devition in % of GDP
13.212,+124 Vidaja uzkrita divu gadu novirze, % no IKP 04 05 13 13 19 09 13 0. Average o years cumulative deviation in % of
Vispargjas valdibas kopgjie izdevumi, péc " ) "
14.= Goal seek 12. =0 | izdevuma nosacijuma, t.i. ja kopéjo izdevumu 103203 102029| 108105  106689| 114131 108276 114824  111134|CO 10 expendiures accoreing o expendiure
i = ialais izdevumu pig
15. Visparégias valdibas kopgjie ienémumi, TR 9864.0 9864.0 10329.9 10329.9 107444 107444 113688 11 368.8| GG total revenue
16. x:‘;‘;é‘;“"ie‘a fep@munmi (naudas plismas 8128.1 8128.1 8736.9 8736.9 90888 90888 97336 9733.6|State budget revenue (cash-flow)
17. Pagvaldibu budzetu bilance 16.6 16.6 316 316 211 -21.1 -15.8 -15.8| Local government budget balance
No valsts budZeta dalgji atvasinato publisko
18. personu un budzeta nefinansétu budzeta iestazu 96 96 06 06 7.3 7.3 -103 -10.3|Derived public persons budget balance
budzZetu bilance
19. EKS korekciias 82.4 82.4 -110.9 -110.9 -27.5 -27.5 -92.4 -92.4| ESA corrections
20.= 10, - (I5.-14.) - L. I P
18 Valstsﬂbudzeta izdevumi atbilstosi izdevuma 8693.1 8665.7 91389 89973 97017 91162 97287 93507 State hudget:j(lzendlture according to the

vols: Fimansu minisirija, Fiskalas
disciplinas padomes aprékini

Source: Ministry of Finance, Fiscal Discipline
Council calculations
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Fiskalas disciplinas padomes (2017) 5. pielikums

Fiscal discipline surveillance report (2017) Annex 5
Parmantojamibas nosacfjums P5.4. tabula
Continuity principle Table P5.4
(milj. eiro)

(million euro)
No; formula Raditajs 2018 2019
MTBF MTBF MTBF MTBF
2018/20 2018/20 2018/20 2018/20
MoF Council MoF Council
oL Ko.ngftiimakslmall plel:fujamlf_: Va?sts _bu‘jf?_m 1zd>ev'uml 72403 72403 74094 74094 Adjusted maximum pefmlssmle state budget expenditure (Draft
(Vispargjas valdibas budzeta plans iepriek$€ja gada) budgetary plan of previous year)

02.=1.+2.+3.+4.+5. |korigéto maksimali pielaujamo valsts budzeta izdevumu adjustments of maximum permissible state budget expenditure

+6.+7.+8.+9.10. korekcijas saskana ar FDL 5.pantu, t. 1203 112 37.9 736 according to the FDL Article 5, incl.:
1.=11+12.+13.+14.1) budzeta i sakard ar valsts socidlo 1) state budget expenditure due to more actual forecasts in
- . . . _ 103 16.1] 11.2 28.8 : . N y
+15. pabalstu un pensiju kontingenta pre ; contingent receiving state social allowances and pensions;
11, 1 aj ministrijas p budzeta pr 20.01.00 50 29 21 37 20.01.00 Programme of the Ministry of Welfare basic
"Valsts socialie pabalsti" i i i i budget "State Social Benefits"
12, T k aj mi.x.listrijas p budzeta pr 20.02.00 52 56 70 74 20.02.0I(I) Programme of"the Ministry of Welfare basic
I1zdienas pensijas’ budget "Work pensions'
13 Labklajibas ministrijas budzeta apak§programma 20.03.00 20.03.00 Programme of the Ministry of Welfare basic
3. ) ) e . 0.1 13. 0.0 25.0 . S -
P pie vecuma un budget "Supplement to the old age and disability pensions’
Labklajibas ministrijas budZeta apaksprogramma 20.04.00 20.04.00 Programme of the Ministry of Welfare basic
14. "Bégla un alternativo statusu ieguvuso personu pabalsti un 0.2 0.2] 0.1 0.1 budget "Benefits and other support measures for refugees
citi atbalsta pasakumi” and persons with an alternative status”
15. Aizsardzibas ministrijas p Zeta programma 31.00.00. 00 00 00 00 31.00.00 Programme of the Ministry of Defence basic
"Militarpersonu pensiju fonds" } } } i budget "Military pension fund"
2) speciala budzeta izdevumos sakara ar aktualakam socialas 2) state social security budget expenditure due to more actual
2.=2.1.+2.2. + 2.3. + 2.4. apdrosinas kalpoi eméju kontingenta, ka arf pensiju 61.5 64.8| 78.7 96.7| forecasts in contingent receiving social security services, so as
un pabalstu vid&ja apméra prognozem; forecasts of average amount of pensions and allowances;
Labklajibas ministrijas speciala budZeta programma 04.01.00 Programme of the Ministry of Welfare special
21 04.01.00 "Valsts pensiju ialais budzets" 539 57.2 56.8 748 budget "State pensions”
22 Labklajibas ministrijas speciala budZeta programma 20 20 02 02 04.02.00 Programme of the Ministry of Welfare special
04.02.00 "Nodarbina ialais budzets" i i i i budget "Employment"
23 Labklajibas ministrijas speciala budZeta programma 45 45 73 73 04.03.00 Programme of the Ministry of Welfare special
04.03.00 "Darba dij ialais budzets" i i i i budget "Occupational accidents”
Labklajibas ministrijas speciala budzeta programma 04.04.00 Programme of the Ministry of Welfare special
24. 04.04.00 "Invaliditates, maternitates un slimibas specilais 51 51 14.8 14.8 budget "Disability, maternity, and sickness"
budzets"
. L _ . ; 3) expenditure, which results from change in forecasted revenues
3) izd , kuri izriet no p maksas pakalp un citu from paid services and other self-earned revenues as well as fixed
3. pasu ienémumu izmainam, ka arf no kartéja gada sakuma fiksétas 10.5 10.5] 13 13

sum of remaining revenues from paid services and other self-earned

maksas pakalpojumu un citu pasu ienémumu atlikuma summas; revenues at the beginning of current year;

5 5) to izd lielinas: kuri nepieciesami, lai izpilditu 0 0 0 5) increase of expenditure necessary for execution of verdicts of
i starptautisko tiesu un Satversmes tiesas spriedumus; international courts and Constitutional court;
6) izdevumos saistiba ar Eiropas Savienibas politiku instrumentu un 6) expenditure in relation with projects and measures financed from
6. pargjas arvalstu finansu palidzibas lidzeklu finansétiem projektiem -197.2 -197.2 -54.7 -54.7| European Union policy instruments and other foreign financial
un pasakumiem; assistance programmes;
8) kartgjos maksajumos Eiropas Savienibas budZeta un 8) regular payments in the budget of the European Union and for
8. o X -5.3 -5.3| 14 1.4/, N L
starptautiskai sadarbibai; international co-operation;
Expenditure of European Union structural funds, Cohesion fund,
11 Faktiskie ES fondu i i pozicijas, kas paklaujas izlidzina$anai 13476 13476 1346.3 1 346.3) Common Agricultural Policy and Common Fisheries Policy as
subject to the smoothing mechanism
Valsts parada vadibas izdevumi pozicijas, kas paklaujas Government debt service expenditure, what is in the Treasury's
12 izlidzinaSanai 2541 2541 2599 2599 competence as subject to the smoothing mechanism
_ Valsts budzeta i; i i i par j . . -
13.=0.1.+02. +11. +12. . 87218 8730.9 9053.5 9 089.1|State budget expenditure according to the continuity rule
nosacijumam
Avots: Finansu ministrija, Fiskalas Source: Ministry of Finance, Fiscal Discipline Council calculations

disciplinas padomes avrékini



Valsts budZeta izdevumi, atbilstosi izvélétajam stingrakajam nosacijumam State budget expenditure according to the stricktest rule applied

2018 2019 2020 2018 2019 2020
FM 8958 9306 9729 MoF 8958 9306 9729
Padome 8 845 8998 9360 Council 8 845 8998 9360
9800 9800
9600 9600
9400 N 9400 S
9200 \ 9200 §
9000 N % 9000 R \
8800 Q % \ 8800 % \ %
8600 \ \ \ 8600 \ % \
v AN N N v AN N N

2018 2019 2020 2018 2019 2020

mFM «Padome = MoF ™ Council



Fiskalas disciplinas padomes uzraudzibas zinojums (2017) 5. pielikums

Fiscal discipline surveillance report (2017) Annex 5
Strukturalas bilances ITmenis un vid€ja termina mérkis( | P5.5.tabula
Structural balance level and medium-term objective Table P5.5

(% no IKP, faktiskajas cends)
(% of GFP, current prices)

No; formula Raditajs 2017 2018 2019 2020 Item
1. Fiskalas disciplinas likuma 10.pants -0.5 -0.5 -0.5 -0.5/Article 10 Fiscal discipline law
2 Minimala planojama visparejas 10 11 11 0 Minimum planned structural general
’ valdibas budzeta strukturala bilance ' ’ ' "~ government budget
Avots: FinanSu ministrija, Fiskalas Source: Ministry of Finance, Fiscal
disciplinas padomes aprékini Discipline Council calculations
0.0 0.0
2017 2018 2019 2020 2017 2018 2019 2020
-0.5 -0.5
-1.0 -10
-15 -15
—— FDL noteiktais -0,5% ——— Article 10 FDL, -0.5%
——— BudZeta likuma noteiktas strukturalas bilances ~— Minimum planned structural general government budget

(prognozes) balance (forecast)
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5. pielikums

Fiscal discipline surveillance report (2017) Annex 5
Valdibas izdevumu un ekonomikas pieauguma salidzinajums P5.6.tabula
Government expenditures and economic growth comparison Table P5.6
(milj. eiro)
(million euro)
No; formula Raditajs 2017 2018 2019 2020 Item
Valsts budZeta izdevumu pieaugums .
1. (budzeta likums), % (realais) 7.3 25 18 2.1 State budget expenditure (budget law)
- annual growth in % (real) (maximum)
(maksimalie)
Potenciala IKP picaugums (10 gadu 10-year average potential GDP
8 vidgjais), % 2.7 27 2.7 28 growth (-5, t+4)
_ Valsts budZeta izdevumu pieaugums State budget expenditure (budget law)
4. = (6, - 64)/6:. . L . . . . ; .
(6~ 611)/6ua (budzeta likums), % (maksimalic) 103 53 4.2 42 annual growth in % (maximum)
6. Yalsts budzetg |z_dgvum| (budzeta 8 478.4 8929.8 9306.0 9697.0 State budget expenditures (budget
likums) (maksimalie) law) (maximum)
8. IKP deflators, % 2.8 2.8 2.4 2.1/ GDP deflator, %
Avots: FinanSu ministrija, Fiskalas Source: Ministry of Finance, Fiscal
disciplinas padomes aprekini Discipline Council calculations
8.0 8.0
7.0 7.0
6.0 6.0
5.0 5.0
4.0 4.0
3.0 3.0
20 \/— 20 \/—
1.0 10
0.0 0.0
2017 2018 2019 2020 2017 2018 2019 2020

—— Potenciala IKP augsme

Budzeta likuma noteiktie maksimalie izdevumi

—— Potential GDP growth

——— Maximum expenditures stated in the Budget law



Fiskalas disciplinas padomes uzraudzibas zinojums (2017) 5. pielikums
Fiscal discipline surveillance report (2017) Annex 5
Valdibas korigéto izdevumu un ekonomikas pieauguma salidzinajums P5.7.tabula
Government adjusted expenditures and economic growth comparison Table P5.7

(% pret iepriekséjo gadu)

(y-t-y %)
No; formula Raditajs 2017 2018 2019 2020 Item
Realo korigeto izdevumu, ieskaitot Net public expenditure annual growth
1 vienreiz&jos pasakumus, pieaugums, 3.4 2.4 0.3 3.0/ corrected for one-offs in % (real)
% (FM aprékini) (MoF calculations)
Pielaujamais potencialais izdevumu Applicable benchmark rate when MS
3. pieaugums, kad ES ir zem (vai virs) 55 43 4.2 3.0 below (or above) the MTO (MoF
VTM (FM aprékini) calculations)
Realo korigeto izdevumu, ieskaitot Net public expenditure annual growth
4. = (6 - 6.1)/6¢1 vienreiz&jos pasakumus, pieaugums, 3.0 15 1.6 2.8|corrected for one-offs in % (real)
% (Padomes aprekini) (Council calculations)
Pielaujamais potencialais izdevumu Applicable benchmark rate when MS
5. = (T- o)l T pieaugums, kad ES ir zem (vai virs) 5.2 31 2.8 2.8|below (or above) the MTO (Council
VTM (Padomes aprekini) calculations)
Avots: Finan$u ministrija, Fiskalas Source: Ministry of Finance, Fiscal
disciplinas padomes aprekini Discipline Council calculations
6.0 6.0
5.0 5.0
4.0 4.0
3.0 3.0
2.0 2.0
1.0 1.0
0.0 0.0
2017 2018 2019 2020 2017 2018 2019 2020
Pielaujama potenciala IKP augsme, FM aprékini —— Applicable potential GDP growth, MoF calculations
———Valdibas korigéto izdevumu augsme, FM aprékini —— Net public expenditure growth, MoF calculations
6.0 6.0
5.0 5.0
4.0 4.0
3.0 3.0
2.0 2.0
1.0 1.0
0.0 0.0
2017 2018 2019 2020 2017 2018 2019 2020

Pielaujama potenciala IKP augsme, Padomes aprékini

Valdibas korigéto izdevum augsme, Padomes aprékini

—— Applicable potential GDP growth, Council calculations

——Net public expenditure growth, Council calculations
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