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Background



GDP per 
capita Gov. Debt Growth 

LIDC 2,185 28 5.6

EM 9,970 42 4.3 

AE 48,530 105 2.0

A Play in Three Acts: The Cast



Source: Schmidt-Traub, Guido, “Investment Needs to Achieve the Sustainable 
Development Goals.” Sustainable Development Solutions Network Working 
Paper, 2015.
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Source: Yepes, Tito, Justin Pierce, and Vivien Foster. “Making Sense of Africa’s 
Infrastructure Endowment: A Benchmarking Approach.”  World Bank Policy Research 
Working Paper 4912, World Bank, Washington.

The Plot

“Decisions to scale up public spending (be it on infrastructure, education, or health) 

and to what extent, should be made on a case-by-base, country-by-country basis. 

And with a careful analysis of tradeoffs – public financial sustainability comes first.” 

- Christine Lagarde, July 6, 2014 –

“Fiscal space in general refers to room for undertaking discretionary fiscal policy 

relative to existing plans without undermining fiscal sustainability.” 

- Assessing Fiscal Space: An Initial Consistent Set of Considerations -
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The Plot



Act I: 
A Tale of Three 

Cities



Good Deeds? Or Tailwinds?
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Act I: A Tale of Three Cities



0

10

20

30

40

50

60

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

20
11

20
12

20
13

20
14

Domestic
Non-Concessional
Concessional

LIDC: Financing Mix
(Percent of GDP)

Concessional, still at 
Center Stage

Large Dispersion in 
Rates

-15

-10

-5

0

5

10

15

20

Nonconcessional
minus Concessional

Nonconcessional
minus Domestic

LIDC: Real Interest Rate Differentials
(Percent)

Act I: A Tale of Three Cities
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Act I: A Tale of Three Cities
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Act I: A Tale of Three Cities



Act II: 
The Method
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Act II: The Method



Past debt

Fiscal behavior

Contingent liabilities

Back to Basics While Adding 
Uncertainty 

Act II: The Method



Putting It All 
Together:

• Safe Debt
• Fiscal Space
• Buffer Zone

Safe Debt: An Illustration
(Percent of GDP)
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Act II: The Method



Act III: 
How Much Room?



Fiscal Behavior 
Matters a Lot

Under Benign Conditions: 
Sizable Space
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Act III: How Much Room?

-15

-10

-5

0

5

10

15

20

25

Mineral Non-Mineral Asia

Fiscal Space, 2003 Onwards 1/
(Percent of GDP, Median)

Baseline WEO 2020
Student-T Distribution ToT Persistence



But you need buffers 
to avoid the cliff

Act III: How Much Room?

1/ Distance between (i) the CPIA public debt threshold and (ii) the calibrated 
country-specific initial debt level that does breach the CPIA threshold under 
shocks over a six-year time horizon with a 95 percent probability.
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Scaling up spending Return vs. Risks

DSA provides debt limits But little guidance on safety margins

Buffers up to 30 percent of GDP!

Bottom Line

Enhancing the ability to 
achieve SDGs

Sizable spaceUnder benign conditions

But volatility matters a great deal

Domestic revenue mobilization

The Three Arrows

Spending efficiency

Fiscal institutions

The End
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ありがとうございました
Thank you
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