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Public Finances in Euro Area Member States

This note gives a short overview of the developments of public finances in the Euro Area Member States; it
will be regularly updated, in particular after the release of new macroeconomic forecasts. The data are
based on the concepts of the new European System of Accounts (ESA 2010) which came into force this
autumn.

Despite overall improving public budget balances, budget deficits are still expected to remain
sizeable in a number of countries over the next few years. Overall, the average headline deficit in
the euro area is forecast to decline to 2.6 of GDP in 2014. The decrease of the budget deficit has
been in general accompanied by a larger decrease of the structural deficit (hominal deficit net of
cyclical factors and one-off and other temporary measures). Different developments between
Member States reflect inter alia uneven starting conditions, different impact of the crisis on the
Member States' budgets and different needs for banks recapitalisation.

The aggregated amount of total revenues (relative to GDP) has increased by nearly 2 percentage
points since 2011, while the aggregated amount of total expenditures (relative to GDP) has
remained broadly stable. On the expenditure side, annual public investment activities (as measured
by the gross fixed capital formation in percentage of GDP) have experienced a significant decline
since 20009.

Between 2011 and 2013, debt-to-GDP ratios have a broadly increasing path in most of the euro
area Member States. This development is expected to slow down or even reverse in many euro area
countries in the next two years. Overall, the rising debt-to-GDP ratios reflect the combined effect of
high primary deficits, negative or very weak growth and high interest expenditure in some Member
States.

General government balance and debt 2011-2015 (% of GDP)

Budget balance Structural budget balance Gross debt

2011 | 2012 | 2013 | 2014 | 2015 | 2011 | 2012 | 2013 | 2014 | 2015 | 2011 | 2012 | 2013 | 2014 | 2015
_DE | -09] 01] 01] 02] 00] -13] 00[ 06| 07] 06| 776] 790 769 | 745] 724
__IE_| -126] -80] -57] 37| -29] 80| -71[ 48| -38] -33 | 1111 121,7 ] 1233 | 1105 | 1094 |
_ES | -94]-103] -68] 56| -46] 63| -36] -23| -22] -23| 692] 844 921 | 981 1012
_IT | 35| -30] -28] 30 -27] 33| -16] 08| -09] -08 | 1164 | 122.2| 127,9 | 1322 | 13338 |

LV | 34 08| 08| 1| -L2| -li| -01| -L0| -15| -16| 427 409| 362 | 403 363
TRl | 10| 21| -24] 29| 26| 08| 41| 07| -Li| -11| 485 530| 560 598 6L7]

Sources: Eurostat (budget balance and gross debt data for 2011-13; data extraction: November 2014) and COM Autumn Forecast, November 2014
(2013-14 data for all three indicators and all data for the structural balance).
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General government gross debt in 2014 (% of GDP)
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Source: COM Autumn Forecast, November 2014.
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Euro Area - General government revenue and expenditure (% of GDP)

Total revenue 448 | 458 | 46,5 | 46,7 | 46,7
Taxes on imports and production (indirect) 126 | 128 | 129 | 131 ] 131
Current taxes on income and wealth 11,7 | 122 | 125 | 125 | 127
Social contributions 15,1 | 153 | 155 | 155 | 154
Other revenue 54 55 5,6 5,6 55
Total expenditure 490 | 494 | 494 | 49,3 | 49,0
Collective consumption 7.9 8,0 8,0 8,0 7.9
Social benefits in kind 130 130 13,1 | 131 | 13,0
Social benefits other than social transfers inkind | 16,8 | 17,1 | 17,3 | 175 | 175
Interest 3,0 3,0 2,8 2,7 2,7
Subsidies 1,4 1,3 1,3 15 15
Gross fixed capital formation 3.1 2,9 2,8 2,8 2.7
Other expenditures 3,8 4,1 4,1 3,7 3,7

Source: COM Autumn Forecast, November 2014 (total revenue and expenditure) and COM database AMECO
(revenue and expenditure components; data extraction: November 2014); any differences are due to rounding.

General government gross fixed capital formation 1995-2015 (% of GDP)
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Source: COM database AMECO (data extraction: November 2014).
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