
Overview 

The Coface Country Essentials 
offer a concise and clearly struc-
tured overview of country eco-
nomic facts.
 
The most important facts for 18 
countries in Central and Eastern 
Europe include the most recent 
risk overview and our Coface 
country risk assessment. 

You receive a general informa-
tion on the country ranging from 
major cities to natural resources 
and most important sectors. This 
is followed by our risk assess-
ment giving a general overview 

on the economic and political 
situation and the strength and 
weaknesses of the country. The 
next chapter focuses on the key 
facts: top trading partners and 
economic data like GDP growth, 
inflation or public debt. The in-
solvency part shows you the top 
and flop sectors, information on 
the development of insolvencies 
and the procedure.

Last but not least we provide 
you with a checklist for business 
operations and the latest corrup-
tion and doing business index 
data. If you need further infor-
mation your will find a list of our 
contacts in the region.
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The Czech Republic is located in Central Europe and was founded on 1 January 1993 as a successor 
state of the CSFR (Czechoslovakia). The Republic comprises three regions: Bohemia, Moravia and 
Czech-Silesia. The country joined NATO in 1999, eight years after the dissolution of the Warsaw Pact, 
and became a member of the European Union on 1 May 2004.

GENERAL INFORMATION

Form of government: Democratic Rebublic

Administrative  
organisation: 14 regions

Area: 78,866 km²

Population: 10,541,466; density: 133 inhabitants / km²

Official language: Czech

Local currency: 1 Czech Crown (CZK) = 100 Hellers

Capital: Praha (Prague) – 1.26 million inhabitants

Major cities and  
population:

Brno
Ostrava
Plzeñ
Liberec
Olomouc
Ústí nad Labem
České Budĕjovice
Hradec Králové
Pardubice
Havířov
Zlín
Kladno

 378,000 inhabitants
 299,000 inhabitants
 167,000 inhabitants
 102,000 inhabitants
 100,000 inhabitants
 94,000 inhabitants
 93,000 inhabitants
 93,000 inhabitants
 89,000 inhabitants
 78,000 inhabitants
 75,000 inhabitants
 68,000 inhabitants

Ethnic groups:
90% Czechs, 3.7% Moravians and Silesians, 2% Slovaks, 4% other 
(Ukrainians, Vietnamese, Russians, Poles, Germans, Hungarians, Sinti 
and Roma)

Religion: 59% no registered religious affiliation, 27% Roman Catholic, 
5% Protestants, 3% Orthodox, 6% other

Natural resources: Hard coal, brown coal, china clay, clay and graphite

Most important sectors: Service: 57%, industry: 39%, agriculture: 4%

Membership in inter- 
national organisations:

EU, OECD, IMF, UNO, World Bank, EBRD, WTO, CEFTA, Central Euro-
pean Initiative, BIZ, NATO, OSCE
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The country has re-
turned to growth

The country came out of 
recession in 2014 thanks 
to a recovery in exports 
and public investment. 
Growth should steadily 
accelerate in 2015 and 
2016, driven by internal 

and external demand. Household consumption 
will be boosted both by increasing employment 
and wages, as well as the support measures in the 
budget, equal to 0.5% of GDP. With the Central 
bank policy interest rate at close to zero, the cost 
of credit is low and favourable for the property 
market in the major cities such as Prague and Brno. 
Investment will primarily be focused on a faster 
use of the European funds allocated for the peri-
od 2007-2013 (the end date for their use is June 
2015) for the construction of roads and rail lines, 
military expenses, and, then, the increase in capac-
ities in the exporting industries. Exports of motor 
vehicles, and to a lesser extent, of machines and 
electronic devices (the three represent over half of 
all sales) will feel the benefits of the acceleration in 
western European demand (80% of exports) and 
the low level of the koruna for which the central 
bank (CNB) set a floor against the euro in Novem-
ber 2013 (CZK 27 to 1 euro). This CNB target has 
proven its credibility as the bank has not had to 
intervene to achieve it. However, given that at the 
same time imports have been sustained by internal 
demand, the contribution of trade to growth will 
be moderate.

Sound budget situation despite a temporary 
loosening

The previous government was punished in the Oc-
tober 2013 elections for its austerity policies. A 
new centre-left coalition consisting of Social-Dem-
ocrats, Christian-Democrats and a new party, ANO, 
founded in 2011 by the businessman, Andrej Babis, 
as a response to ongoing corruption scandals, 
took over the reins of government under the lead 
of the social-democrat, Bohuslav Sobotka, from 
the right-wing coalition. Whilst euro-scepticism is 

not a prerequisite, membership of the euro is still 
not on the agenda, at least for the short term. 
As the new government decided to loosen the 
budgetary constraints, the budget deficit has 
slightly increased. Allowances for families with 
more than one child are going to be increased, 
alongside wages in the public sector. A reduced 
rate of VAT will be brought in for healthcare pur-
chases, books and products for infants. The State’s 
contribution to sickness insurance for the elderly, 
students and the unemployed will increase. Final-
ly, the indexing of pensions will be reintroduced. 
The level of the deficit, even given these measures, 
will still remain below the 3% of GDP mark and the 
public debt close to 40%. This is a medium term 
debt, 80% denominated in the national currency. 
Moreover, the authorities have adopted a modest 
medium-term fiscal program designed to reduce 
the structural deficit to 1% in 2018 (against 1.6 % 
at present), notably by improving tax collection, 
which should be enough to put the debt a down-
ward trend.

Large trade surplus

The previous low account deficit will turn into a 
slight surplus. The country’s trade runs a large sur-
plus. Its exports are fully benefiting from the up-
turn in automobile demand in Europe. Despite the 
partial defection of Russian visitors, tourist reve-
nues also make a large contribution to the services 
surplus. These two surpluses cover the dividend 
repatriations from foreign owned companies, with 
Skoda, the local Volkswagen subsidiary, in first 
place. An increasing proportion of these sums (al-
most a third in 2015) are now reinvested in place, 
which helps to consolidate the position of Czech 
industry in the European, and in particular, Ger-
man, production chain, and ensures the manageri-
al autonomy and technological contribution of the 
local subsidiaries. Its external debt is limited (67% 
of GDP) and 80% of it is owed by the private sec-
tor. The external debt held by the local banks rep-
resents 27% of the total, which is a reflection of the 
domination of European banking groups. The local 
subsidiaries, however, have a base of local deposits 
that easily cover their loans, and have not suffered 
in the crisis.

RISK ASSESSMENT

 
Coface

Country  
Assessment

A3



/ 4

RISK ASSESSMENT

Strengths

Central geographic location, at the heart of in-
dustrial Europe

Highly integrated into the German production 
chain

Significant industrial potential (38% of GDP) 

Significant local added-value (55% of the value 
of its exports)

Cultural links with Western European economies

Weaknesses

Aging population

Small, very open economy, with exports account-
ing for 84% of GDP

High degree of geographic and sector specialisa-
tion of its exports

Insufficient R&D and transport infrastructure

Lack of competition and skilled personnel / slow 
productivity gain
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FOREIGN TRADE & ECONOMIC KEY DATA

Imports in MEUR 2011 2012 2013 2014 

EU 27  69,761  70,677  70,719  76,329

Germany  28,045  27,835  27,847 30,115   

China  13,598  12,195  11,651  13,046

Poland 7,186 7,815 8,158 8,899

Slovakia 6,220 6,647 6,188   6,115

Exports in MEUR 2011 2012 2013 2014 

EU 27 97,162  98,939 98,685 107,545

Germany 37,700  38,437 38,247 42,078

Slovakia  10,468 11,041   10,775 10,979

Poland  7,380 7,446  7,331 7,829

France  6,364  6,172 6,036 6,664

Source: Czech Statistical Office

Key Data 2012 2013 2014 (e) 2015 (f)

GDP growth (%) -0.8 -0.7 2.0 2.5

Inflation (yearly average) (%) 3.5 1.4 0.4 0.2

Budget balance (in % of GDP) -3.9 -1.3 -2.0 -2.0

Current account (in % of GDP) -2.2 -2.2 -1.0 0.4

Public debt (in % of GDP) 45.0 45.0 43.0 42.0

Czech Republic’s Top Trading Partners

Economic Key Data

(e) estimate
(f) forecast
Source: Coface
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INSOLVENCY
 

Top 5 sectors 

Scientific research and development

Programming and broadcasting activities

Manufacture of basic pharmaceutical products 
and pharmaceutical preparations

Water transport

Insurance, reinsurance and pension funding, ex-
cept compulsory social security

Flop 5 sectors 
Remediation activities and other waste manage-
ment services

Civil engineering

Mining of metal ores

Office administrative, office support and other 
business support activities

Manufacture of textiles

Insolvencies in 2014

In terms of insolvencies in the Czech Republic, the 
year 2014 brought a strong rise in bankruptcies of 
15.4%, with nearly 13,000 insolvencies. Two specif-
ic developments contributed to this high number 
of bankruptcies. Firstly, a significant level of insol-
vencies was announced among inactive, self-em-
ployed persons. Secondly, the substantial systemic 
amendments to the Czech Insolvency Act became 
effective on 1 January 2014. These amendments 
include a less restrictive reorganization procedure 
(without prior approval of company’s creditors by 
lowering the minimum amount of necessary  com-
pany turnover and number of employees), amend-
ments to the discharge form (which concerns over 
90% of insolvency proceedings), allowing creditors 
to vote and the deletion of a company from the 
Commercial Register when there are not enough 
assets for an insolvency proceeding (in the past 
approximately one quarter of all insolvency pro-
ceedings were dismissed due to lack of property).

Among other factors impacting company insol-
vencies in the Czech Republic last year were non-
paid receivables, overestimated investment plans 
and the challenging situation in the construction 
sector despite its growing confidence indicators.

Insolvency Procedures

The Insolvency Act 182/2006 on 30 March 2006 
(insolvenční zákon) was published in the Official 
Gazette, on 9 May 2006. After a first postpone-
ment, the Insolvency Act became effective since 
1st January 2008.

•  The act introduces new methods and fast-
er process, with a single proceedings where 
the court decide on 3 particular solutions: the  

reorganisation, the debt clearance, the bank-
ruptcy.

•  The law institutes the insolvency register (insol-
venční rejstřík) – kept by the Ministry of Justice 
– where all important information on insolvency 
proceedings is published (sections 419-425). It 
also raises transparency on the proceedings.

•  The insolvency register is a publicly accessible 
list that can be consulted electronically, via the 
internet site: https://isir.justice.cz

The Act discerns 2 conditions of insolvency :

a) the inability to satisfy obligations (insolvency) 
when the debtor has several creditors and its fi-
nancial obligations are overdue for more than 30 
days after their due date.

The creditor has to bring evidence that he has a 
due and payable claim and has to include a claim 
submission with the petition. He may be ordered 
by the court to pay in advance for the costs of the 
proceedings, in an amount up to 50,000 CZK.

The Act introduces the threatening insolvency 
(hrozící úpadek) when there are reasonable ex-
pectations that the entrepreneur will be unable to 
satisfy duly and properly a substantial portion of 
its debts as they fall due. In this case, the petition 
can be only lodged the debtor.

b) the over indebtedness (předlužení) when the 
debtor has several creditors and all its obligations 
(debts) exceed the value of its assets.

The petition is filed by the debtor himself or by 
a group of creditors, and the petition is recorded 
in the insolvency register. Creditors are liable for 
damages caused by filing a bankruptcy petition 
where the conditions of insolvency were not met.
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Company Name Sector No. of Employees Town

1. TATRA, a.s. Manufacture of motor vehicles, 
trailers and semi-trailers 1,091 Kopřivnice

2. NELUMBO spol. s r.o. «v likvidaci» Electricity, gas, steam and air 
conditioning supply 50 Praha

3. LESS & TIMBER s.r.o. Forestry and logging 550 Bohdaneč

4. CGM Czech a.s. Construction of buildings 196 Hradec Králové

5. Plynostav - regulace plynu, a.s. Civil engineering 215 Pardubice

Czech Republic’s Biggest Insolvencies in 2014

The declaration of insolvency state must be issued 
by the court within 15 days from the petition, and if 
the debtor is proven insolvent, the court appoints 
in its ruling an administrator of insolvency (insol-
venční správce).

The administrator of insolvency is obligated to 
submit to the court and the creditors’ committee a 
report on his activities every three months.

Within the next 2 months, the court will convene 
of a creditor’s meeting and then will make deci-
sion on one of the 3 types of insolvency solution. 
The type of insolvency proceedings may also be 
selected by the creditors during their first meeting 
and this determination in binding on the court.

• The creditors make decision whether the debt-
or should be reorganised or whether should be 
liquidated by a vote of a majority of secured 
claims present or represented and a majority of 
unsecured claims present or represented (sec-
tion 151).

• Creditors must file their claims with the insol-
vency court within the time limit set by the rul-
ing on insolvency, not shorter than thirty days 
and not longer than two months.

A claim is submitted on a printed form, by spec-
ifying the cause and amount of the outstanding 
claim. Late registrations are disregarded by the 
court. 
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The following table summarizes relevant information for investors and exporters.  

Corporate law

	Foreign investors may establish any type of business entity permitted
       by law
	Ownership up to 100% of domestic companies is possible
	Minimum capital for joint stock company: CZK 2 million
	Minimum capital for limited liability company: CZK 200,000

Tax law

	Corporate income tax as of 2010: 19%
	VAT: 21% (15% on foodstuffs, books, special pharmaceuticals)
	 Income tax for natural persons: flat rate of 12.5% (since 2009), 
	 assessment base increased to “super gross wage/salary“

Investments
Investment subsidies include:
	Tax incentives
	Subsidies for job creation and training/re-training
	Location-based benefits

Foreign exchange Unlimited transfer of capital and foreign exchange possible for foreigners, in 
some cases notification of the Czech National Bank is required

Labour law

	Average gross wage (2014): approx. CZK 24,306; higher wage levels 
	 with foreign employers
	Minimum wage in 2014: CZK 8,500
	Salary payments only possible in local currency

Customs The harmonised customs tariff of the EU applies

Travel and
residence

	Member of the Schengen region since December 2007
	Registration required for longer stays (over 30 days); also required are 

proof of health insurance and sufficient funds as well as a language 
test.

CHECKLIST FOR BUSINESS OPERATIONS 

Corruption

The Czech Republic was ranked 53th in the Interna-
tional Corruption Perceptions Index 2014. In com-
parison, Germany was ranked 12th and Austria was 
ranked 23rd. 

The Corruption Perceptions Index is issued by 
Transparency International, and lists countries 
according to the perceived level of public sector 
corruption. This perception is based on surveys of 
managers and experts, and related solely to the 
public sector.

Doing Business

The Doing Business Index issued by the World 
Bank (www.doingbusiness.org) expresses the ease 
of doing business in a particular country. In this 
ranking, the Czech Republic is on rank 44 in 2015 
and made a big jump of 31 places compared to the 
previous year (75th). Germany and Austria were 
rated 14th and 21st, respectively. 

This index consists of ten different sub-indexes 
that determine whether laws or other regulations 
exist in certain areas and whether or how they are 
applied. For example, the subcategories deal with 
the payment of taxes, hiring of staff and the found-
ing and closing of companies.
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CONTACTS COFACE 

Coface Austria & Coface Central Europe

Stubenring 24 - 1010 Vienna
T. +43 (1) 515 54-0 - F. +43 (1) 512 44 15
www.coface.at

Coface Albania 
serviced by Coface Croatia

Avenija Dubrovnik 46/III - 10 000 Zagreb
T. +385 (1) 469 75 00 - F. +385 (1) 469 75 75
www.coface.hr

Coface Belarus 
serviced by Coface Russia

1st Tverskaya-Yamskaya str., 23, bld. 1 - 125047 Moscow
T. +7 (495) 785 57 10 - F. +7 (495) 785 76 24
www.coface.ru

Coface Bosnia & Herzegovina
serviced by Coface Croatia

Avenija Dubrovnik 46/III - 10 000 Zagreb
T. +385 (1) 469 75 00 - F. +385 (1) 469 75 75
www.coface.hr

Coface Bulgaria

42 Petar Parchevich str. - 1000 Sofia
T. +359 (2) 821 37 35 - F. +359 (2) 820 71 50
www.coface.bg

Coface Croatia

Avenija Dubrovnik 46/III - 10 000 Zagreb
T. +385 (1) 469 75 00 - F. +385 (1) 469 75 75
www.coface.hr

Coface Czech

I.P. Pavlova 5 - 120 00 Prague
T. +420 (2) 460 85 411 - F. +420 246 085 446
www.coface.cz

Coface Estonia
serviced by Coface Latvia

Berzaunes iela 11a - 1039 Riga
T. +371 (6) 732 34 60 - F. +371 (6) 782 03 80
www.coface.lv

Coface Hungary

Tüzoltó utca 57 - 1094 Budapest
T. +36 (1) 299 20 70 - F. +36 (1) 887 03 25
www.coface.hu

Coface Latvia

Berzaunes iela 11a - 1039 Riga
T. +371 (6) 732 34 60 - F. +371 (6) 782 03 80
www.coface.lv

Coface Lithuania

Vilniaus str. 23-3 - 01402 Vilnius
T. +370 (5) 279 17 27 - F. +370 (5) 279 17 54
www.coface.lt

Coface Macedonia 
serviced by Coface Croatia

Avenija Dubrovnik 46/III - 10 000 Zagreb
T. +385 (1) 469 75 00 - F. +385 (1) 469 75 75
www.coface.hr

Coface Moldova
serviced by Coface Romania

39 Calea Floreasca - Et. 2-4 - District 1 - 014453 Bucharest
T. +40 (21) 231 60 20 - F. +40 (21) 231 60 22
www.coface.ro

Coface Montenegro
serviced by Coface Serbia

Bulevar Oslobodjenja 111 - 11000 Belgrade
T. +381 (11) 397 60 51 - F. +381 (11) 397 09 75
www.coface.rs

Coface Poland

Al. Jerozolimskie 136 - 02 305 Warsaw
T. +48 (22) 465 00 00 - F. +48 (22) 465 00 55
www.coface.pl

Coface Romania

39 Calea Floreasca - Et. 2-4 - District 1 - 014453 Bucharest
T. +40 (21) 231 60 20 - F. +40 (21) 231 60 22
www.coface.ro

Coface Serbia

Bulevar Oslobodenja 111 - 11000 Belgrade
T. +381 (11) 397 60 51 - F. +381 (11) 391 09 75
www.coface.rs

Coface Slovakia

Soltésovej 14 - 81108 Bratislava
T. +421 (2) 6720 16 44 - F. +421 (2) 6241 03 59
www.coface.sk

Coface Slovenia

Slovenceva ulica 22 - 1000 Ljubljana
T. +386 (1) 425 90 65 - F. +386 (1) 425 91 30
www.coface.si

Coface Ukraine

4 B. Gmyri Str., of. 10 - 02140 Kyiv
T. +380 (44) 585 31 60 - F. +380 (44) 585 31 60
www.coface.ua
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