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User perspective

 Myself: IMF economist and user of fiscal data, as mission chief for Guinea-Bissau 
and in other assignments in Africa. 

► Fiscal data go to the very heart of what we do at the IMF 

► Especially relevant in program context

► Good, timely data critical

► Particular challenges in low-income countries with limited statistical capacity 

 Focus on LICs but applicable elsewhere as well

Presenter
Presentation Notes
I am grateful for this opportunity to join you all for this meeting of the IMF advisory Committee on Government Finance Statistics. It is a pleasure to be here and to offer some user perspective on the role of good quality fiscal statistics in IMF work, in particular as it pertains to our engagement with low and middle-income countries in Sub-Saharan Africa.

It goes almost without saying that fiscal data is at the heart of what we do in the IMF. The It’s Mainly Fiscal moniker is not baseless. Understanding the fiscal position of countries is one of the most important tasks we face in shaping our policy advice, and it is one that we confront on an ongoing basis. This is especially the case in the context of IMF programs where having an accurate picture of the government’s position is critical.

That the fiscal data we rely on so much are of good quality and available on a timely basis is fundamentally important for our work at the Fund. But producing good data is a major challenge for countries with limited statistical capacity. Hence the importance of this Advisory Committee and the work that you are all doing. I can confidently say that everyone at the Fund is grateful for your efforts to improve government finance statistics. 

It is therefore a real honor for me to be here and offer my perspective as a user of fiscal data in the context of IMF programs in Sub-Saharan Africa. I have in recent years been working on several program and near-program cases in Africa and want to share with you some of my experiences on particular questions relating to fiscal statistics. I’m hoping that these experiences may help contribute to broader understanding of where challenges lie and what to do about it.   
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Backdrop for GFS in sub-Saharan Africa

 Rising debt levels in region

► On average public debt has over the last five years increased by about 20 percent 
of GDP to close to 60 percent

► Median interest rate payments now at 10 percent of government revenue, a 
doubling since 2011

► Impact of the 2015-16 commodity price slump was severe; output losses 
commensurate to advanced countries in wake of the GFC 

► Region has seen significant advances in development outcomes

 Appropriate policy response depends on careful analysis and, critically, good 
government finance statistics

Presenter
Presentation Notes
Before I turn to my examples, let me say a little about the fiscal situation in sub-Saharan Africa, as this helps frame why good quality GFS is so important.

One area that has been getting a lot of attention is rising public debt levels in sub-Saharan Africa. Over the last five years, average public debt relative to GDP increased by about 20 percentage points to close to 60 percent. While still well below the peaks of the early-2000s, the rise is cause for concern. 

A key concern is that the higher public debt is translating into higher debt service, diverting resources away from education, health, and infrastructure spending. The median interest rate payment in sub-Saharan Africa now stands at 10 percent of government revenue, a doubling since 2011.

This increase in debt has caused some to say that the region is heading toward another debt crisis. But it is often the case that commentary on Africa takes on too many generalizations. It is important to look at countries one-by-one and analyze the data closely to get a clear picture of what is driving debt levels. 

So why has debt increased?
 
For the region’s commodity exporters, particularly oil exporters, the impact of the 2015-16 commodity price slump was severe; the large output losses and associated debt increases were commensurate to the experience of advanced countries in the wake of the global financial crisis. In much of the rest of the region, an important contributory factor has been rapid increases in spending as countries have sought to address pressing development and infrastructure needs. 

Government borrowing to finance growth-enhancing public investment is an essential part of the macroeconomic policy toolkit. And in the last two decades or so, the region has made great strides in improving development outcomes. 
 
Between 1990 and 2015, the median country in in sub-Saharan Africa experienced an increase in per capita GDP of 75 percent, life expectancy improved markedly, infant mortality rates halved, secondary school enrollment increased 85 percent and infrastructure gaps narrowed. It would be difficult to envisage such tangible improvements without some productive use being made of borrowed resources.

My main point here is that to develop appropriate policy responses to developments such as the rising debt in sub-Saharan Africa one needs a deep understanding of what brought it about. This requires careful analysis and, critically, good government finance statistics.
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Examples from the field

 Guinea Bissau, ECF 

► Program target for social and priority poverty-related spending. A key 
program objective

◆Defined as spending by health, education, and the gender ministries

◆Conceptual challenge in coverage. Practical challenge in obtaining reliable data 
in context of fractured PFM system with weak central oversight

► Strengthening debt statistics. Critical to maintaining debt sustainability while 
addressing pressing spending needs

◆Hidden debts; pre-HIPC debts; domestic arrears; SOE contingent liabilities

◆Need to strengthen accuracy and coverage of debt statistics

Presenter
Presentation Notes
Let me now turn to some specific examples of issues relating to fiscal statistics that illustrate some of the challenges Fund economists face in analyzing government positions in low-income countries.

Guinea-Bissau had a ECF program from mid 2015 to mid-2019. It is a long-standing fragile state with deep-seated political instability. The country faces significant capacity constraints in almost all areas, including statistics. Statistics compilation is under-resourced and available data are scarce and of weak quality. Where data are available it is often after a delay, and major revisions are commonplace. As you can imagine, these are challenging conditions for program design and monitoring.

A couple of examples:

A key objective of the ECF program was to promote poverty-related spending alongside efforts to secure macroeconomic stability. The program accordingly set targets for social and priority poverty-related spending. This was defined as combined spending by the health, education, and the gender ministries.

Conceptually, this was not very satisfactory. Not all spending by these ministries is necessarily poverty-reducing – think high salaries for top officials. And spending in other areas may be equally important for poverty reduction – e.g. investment in rural access roads or in water and sanitation. But some measurable indicator was needed and this appeared a reasonable choice.

In practice, however, even this indicator had significant problems. It relied on spending recorded in the central IFMIS system, a system that was not fully functioning. The data produced was sometimes obviously wrong and would then get fixed, but this could take us past reporting deadlines. Also, it was not comprehensive as ministries’ own-source revenue would typically not be entered in the IFMIS system. Some of these challenges were known when the program was started, and this was one of the reasons the target was indicative rather than a performance criteria. And some progress was made on strengthening the reporting during the program. But bottom line was that we didn’t have a good operational measure of poverty-related spending.

A second example from the Guinea-Bissau program was the area of debt statistics. Maintaining debt sustainability while addressing spending was another key objective of the program. 

The problem here was that debt statistics were incomplete. There were pre-HIPC debts that had never been resolved; large unpaid claims from domestic suppliers that were still to be audited; significant contingent liabilities from SOEs, and even debts that had been contracted without the knowledge of the finance ministry.

Over the course of the program, we gradually made inroads in putting together more comprehensive numbers and supported the authorities in strengthening their debt statistics. In doing so we sometimes had to rely on our own tabulation of numbers rather than what was entered into the debt management system (DMFAS). The need for results meant parallel efforts of quick fixes while pursuing longer-term objectives, a point I will get back to later.
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Examples from the field (continued)

 Ghana, ECF 

► Significant discrepancy between fiscal balance measured above and below the 
line

► Differences in coverage and source data, inconsistent use of cash versus accrual, 
timing of certain transactions

 Takeaways

► We often need to make do with what’s possible; waiting for perfect is not an option

► IMF TA can make a big difference

► A fundamental obstacle remains that statistics compilation is often not given 
adequate resources

Presenter
Presentation Notes
3. The third and final example that I wanted to mention is from Ghana, which I worked on in 2016-17. At that time we faced a large discrepancy between the government deficit measured from above and below and the line. The difference for 2016 was more than 1 percent of GDP. Reconciling the numbers was critical for understanding the fiscal position of the country and central to the program. 

Ghana is a much larger economy than Guinea-Bissau and has far greater capacity to produce quality statistics. Nevertheless, tight timelines for program monitoring meant that we couldn’t wait for fully reconciled data to become available. Instead, the program relied on different and somewhat incompatible data sources for different components of the fiscal table.

These different data sources were not fully internally consistent due to (i) difference in coverage between above-the-line and below-the-line entries; (ii) inconsistent use of cash and accrual basis; (iii) and the timing of certain transactions.

A series of initiatives were undertaken to overcome these shortcomings. A joint working group comprising representatives of the ministry of finance and the central bank was established to ensure consistent data coverage. IMF TA was provided and identified some temporary solutions to alleviate the data problems. And, as a longer-term solution, efforts were undertaken to advance implementation of the Treasury Single Account to strengthen the Ghana Integrated Financial Management Information System (GIFMIS) system. 

Those were a few examples that illustrate some of the fiscal data challenges faced by IMF teams. Let me highlight a few common aspects and takeaways with a particular focus on LICs but in fact applicable to many of our member countries..

In practice, we often need to make do with what’s possible; waiting for perfect is not an option.
IMF TA can make a big difference. In all my examples, IMF TA – from headquarters or via our regional TA centers—was an important part of making progress.
A fundamental obstacle remains that statistics compilation is often not given adequate resources. A better case needs to be made to for prioritizing good statistics in low-income countries with large competing needs. 
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Questions for discussion

1. Faced with tight timelines and need for answers, how to balance timeliness and 
availability with quality and comprehensiveness of data?

2. How to gradually move closer to best-practice statistics compilation while still 
getting the job done in the interim? Are duplicate datasets avoidable?

And more specifically for LICs

3. How can development partners encourage low-income countries to devote more 
resources to statistics compilation?

4. Should low-income countries model their data collection and dissemination methods 
on advanced countries, or are other methods more appropriate?
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Thank you!
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