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CZECH REPUBLIC

BACKGROUND: The end of Czechoslovakia’s Communist dictatorship in 1989 led to the election of dissi-
dent playwright Vaclav Havel as president. The Czech Republic separated from Slovakia in 1993 and joined 
NATO in 1999 and the European Union in 2004. The first directly elected president, Miloš Zeman of the 
center-left Czech Social Democrat Party, appointed a caretaker government in August 2013, and legislative 
elections followed in October. In January 2014, Zeman asked Social Democrat leader Bohuslav Sobotka to 
form a government. Polling shows low satisfaction with EU membership. In 2016, “Czechia” was officially 
registered at the United Nations as an alternate name for the country.

Implementation of critical reforms in many areas has gradually 
expanded the Czech Republic’s vibrant private sector. Business 

start-up procedures have been streamlined, and a relatively 
efficient tax regime facilitates entrepreneurial growth. With 
openness to global trade and investment fully institutionalized, 
the Czech Republic has one of the lowest unemployment rates 
in the European Union.

Continuing fiscal consolidation and better management of 
public finance will be critical to controlling inflation and ensuring 
economic resilience. The eurozone crisis has dampened public 
support for adopting the euro, and prospects for its adoption 
remain uncertain. Contributing to overall stability and compet-
itiveness, a relatively sound legal framework sustains judicial 
effectiveness and government integrity.

NOTABLE SUCCESSES:
Fiscal Health, Open Markets, and 

Monetary Stability

CONCERNS:
Government Spending, 

Judicial Effectiveness, and 
Government Integrity

OVERALL SCORE CHANGE 
SINCE 2013:

+2.4

POPULATION: 
10.5 million

GDP (PPP): 
$332.5 billion
4.2% growth in 2015
5-year compound 
annual growth 1.3%
$31,550 per capita

UNEMPLOYMENT: 
5.2%

INFLATION (CPI): 
0.3%

FDI INFLOW: 
$1.2 billion

PUBLIC DEBT: 
40.9% of GDP
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Property rights are relatively well protected, and 
contracts are generally secure. The independence of 
the judiciary is largely respected, though its com-
plexity and multilayered composition lead to the slow 
delivery of judgments. While corruption and political 
pressure are still present within law enforcement agen-
cies, the Office of the Public Prosecutor has become 
more independent in recent years.

The individual income tax rate is a flat 15 percent, 
and the standard corporate tax rate is 19 percent. 
Other taxes include a value-added tax and an inheri-
tance tax. The overall tax burden equals 33.5 percent 
of total domestic income. Government spending 
has amounted to 42.7 percent of total output (GDP) 
over the past three years, and budget deficits have 
averaged 1.7 percent of GDP. Public debt is equivalent 
to 40.9 percent of GDP.

Business formation and operation are possible 
without bureaucratic interference, and no minimum 
capital is required. Recent reforms have reduced the 
cost and number of procedures required to launch a 
company. The labor market is relatively flexible, and 
the unemployment rate continues to decline. The 
state energy program includes increased reliance on 
unsubsidized nuclear power, although subsidies for 
fossil fuels have increased.

Trade is extremely important to the Czech 
Republic’s economy; the value of exports and imports 
taken together equals 163 percent of GDP. The average 
applied tariff rate is 1.5 percent, and the government 
has reduced bureaucratic barriers to investment. 
The financial sector remains resilient. Banks are well 
capitalized and stable, and liquidity levels are gradu-
ally increasing.
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