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The Context

Global economic growth is modest, broadly in line with last year, but lower than expected.

Real GDP (Annual percent change)

2009 2010 2011 2012 2013 2014 2015 2016 2017
(Proj.) (Proj.)
World -0.1 54 4.2 3.5 3.3 3.4 3.1 3.2 3.5
Advanced Economies -3.4 3.1 1.7 1.2 1.2 1.8 1.9 1.9 2.0
Emerging Market and Developing Economies 3.0 7.4 6.3 5.3 4.9 4.6 4.0 4.1 4.6
Emerging and Developing Asia 7.5 9.6 7.8 6.9 6.9 6.8 6.6 6.4 6.3
Low-Income Developing Countries 5.9 7.1 5.3 5.2 6.1 6.1 4.5 4.7 5.5
Fiscal balance, globally as well as in emerging .
and middle-income Asia, has deteriorated Public debt levels have generally gone up.
since 2014.
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Source: World Economic Outlook, April 2016 and Fiscal Monitor, April 2016, International Monetary Fund




An Intuitive PFM Response

« Strengthen institutions that help promote fiscal
discipline
— Greater fiscal transparency
— Clearer fiscal rules; fiscal councils
— Improved fiscal risk management

o Seek better value for money
— Develop capacity to allocate resources to priorities
» Strategic allocation; performance-orientation
— Strive for greater operational efficiency

« Enhanced predictability of funds
e Smooth budget execution




Credible Fiscal Management - An

Analytical Framework

3-Stage Fiscal Policy-making Process

a. Understanding
the Fiscal Outlook

and Challenges

b. Formulating
a Credible Fiscal
Strategy

c. Implementing
the Strategy
through the

Budget Process

12 Key Budget Institutions

BoOnN-~

Fiscal Reporting
Macro-Fiscal Forecasting
Fiscal Risk Management
Independent Fiscal Agency

Fiscal Objectives and Rules
Medium-term Budget Framework
Performance Orientation
Inter-govt. Fiscal Arrangements

Budget Unity
Top-Down Budgeting
Parliamentary Approval
Budget Execution




Fiscal Reporting

Macro/Fiscal Forecasting

Fiscal Risk Management

Independent Fiscal Agencies

Fiscal Objectives

Medium-term Budget Framework

Performance-Orientation

Inter-Gov Arrangements

Top-Down Budgeting
Parliamentary Budget Approval

Budget Execution

Budget Unity I
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G 20 (Asia): China, India, Indonesia, Japan, Korea




Strength of PFM Institutions in G20:
By Region

Implementation
through the
Budget Process
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Intergovernmental Financial Me dium-term Budget
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Understanding
Fiscal Challenges

Formulating a
Credible Fiscal
Strategy




Strength of PFM Institutions in G20:
By Income Groups
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Two key areas for further deliberations

Status of Financial Reporting: Asia-Pacific
(19 Countries)

1. Fiscal and financial reporting - e ,

improvements in the breadth, depth s B

and timeliness of financial statements e N

and fiscal statistics. — BE »

—  Within the region, China, Philippines, b o i N
Mongolia and Thailand have made 20% - :
good progress in producing accrual- ™ . N B . | I | .ﬁ
based financial statements. c:n;f‘;:g."? TmelneE tommaton E‘i‘:ggggg:’ TImelnes A endart

In-year Reports Financial Statements

Data source: Public Expenditure and Financial Accountability (PEFA)
Assessments

2. Fiscal Risks Management: More
rigorous accounting, reporting and
management of contingent liabilities, Numper of Numberof Episodes o~ Maximum Fiscal

Average Fiscal Cost of Contingent Liabilities Realization (1990 — 2014)

Type of Contingent Liabilities _ with Identified Fiscal Costs (% of
. : . Episode: Costs (% GDP)
and understanding of other fiscal risks. == . coe Sor)
inancial Sector N 82 97 56.8
1 1 1 1 HH H Legal 9 9 79 193
- Wlthln Asia, Indonesia and Philippines = s . i i
provide good examples of SOEs 32 31 30 151
. . . Matural Disaster(s) 63 29 16 6.0
comprehensive fiscal risk statement. Private Non-Financial Sector 7 6 17 45
PPPs 8 5 12 20
Other 5 3 14 25
Total 230 174 6.1 56.8

Source: Bova et. al. , The Fiscal Cost of Contingent Liabilities: A new Dataset, IMF
Working Paper WP/16/14




A few lessons...

The pace of reforms has been slow in Asia.

Growth Change in the Average CPIA Rating for PFM for the
period 2001-2011
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However, there are several evidences of
success:

 What do we know about successful change!
— Political context, ownership and institutional capacity are crucial
— MOFs are not usually natural innovators, and probably more resistant to organizational change
— Securing support of line ministries is always challenging
— Clear goals and objectives - too many reforms begin with a vision of ‘best practice’ PFM

— Sequencing of actions is critical, but there is no single best approach
» “Basics first” is usually not enough; needs to be combined with advanced reforms

— *“Hard” reforms need to be accompanied by “soft” reforms

— PFM reform is a long game

China — treasury single account / cash
management reforms

India — direct cash transfer
Korea — public investment management
Malaysia — performance management

Philippines — fiscal transparency and risk
management




For more information...

INTERNATIONAL MONETARY FUND

IMF POLICY PAPER

I .
\ BUDGET INSTITUTIONS IN G-20 COUNTRIES: AN
April 7, 3014
e UPDATE
IMF staff regularly produces papers propasing néw IMF policies, explofing options fior reform,
o reviewing existing IMF policies and eperations. The Staff Repon on Budget Institutions in
G20 Countrwes: An Update, prepared by IMF <taff and completed on Apel 7, 2014, has been
réleated.
The Staff Report was Bsued 10 the Eveoutive Board for information.
The palicy consderstions in this paper should be attributed to IMF s2aff and nat o thi IMF or
its Executive Board. The analysis was prepared by the staff of the Fiscal Affairs Depanment
and has benefited from comments and suggestions by stalf from other IF departments, as
will a% by Executive Cinectors.

The peicy of publication of stall repents and ether docurments allaws for the deletion of
market-sensitrve mformation.

http:/www.imf.org/external/np/pp/eng/
2014/040714c.pdf e R i S R o
http://blog-pfm.imf.org/pfmblog/
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http://www.imf.org/external/p f |
ubs/ft/tnm/2014/tnm1403.pdf =
comecrva ) W B3 W - SDR Rates o Fabrusry 24 SOR Itarez e = 0.052% | 1USD = SDA0.7215%5 s
Resources
Fincal Tramn R Fiscal Transparency BANIDTOP
Asabic | Spamish | Fiecal ransparency — the comprehensivenses, clarity, reliability, timelinece, and relevance of
“Exench | Portuguese public reporting on the past, prasent, and future state of public finances — s eritical for
e et e
Eincal Tranaparency Manual (2007) accusate picture of their finances when making economic decisions. including of the costs.
and benetits of policy changes and potential risks to public finances. It also provides
‘Guide on Resouzce Revenue legislaty ket they need tohold.
Lisnspazency (20071 accountable.
The Fizcal Transparency Code and Evaluation are the key elemerts of the IMF's ongoing
efforts 3 among its
‘member countries.
Country Reports
Published Fisoa] Transpazenay Fiscal Transparency Code mcxToTOR
Evahuations (FTE: bolivia- Costa Rica: imma ™ i i randard it
i _. i z " Pern- ThEIM}'E.F lml‘| - C:;i .(Lhet:ode\uvl'e e n. ; s M"c:{
Pacugal B“'“""‘. Hassia; pillars (Figure below): (i) fiscal reporting: (ii) fiscal forecasting and budgeting: (ifi) fiscal risk
Ehllippines analysis ; and For each
principle. the Code good and advanced practices to provids
INTERNATIONAL MONETARY FUND e o o e B e e e
Analysi; and Research a draft of Pillar [V iz under public consultation.
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http://www.imfbookstore.org/ http:/www.imf.org/external/np/fad/trans/




