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Key Messages:

PFM practices critical for an inclusive and sustainable recovery revolve around four
key elements:

1. A credible medium-term fiscal framework that puts public finances to a
sustainable path.

2. Infrastructure governance that enhances the efficiency of public investment,
given limited fiscal space and the need to attract alternative finance.

3. Fiscal policy that allocates and/or monitors resources to climate-friendly and
gender-inclusive programs.

4. Support for fiscal transparency to promote understanding of true fiscal situation
and outlook, and for enhanced accountability.
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Restoring the credibility of fiscal frameworks to put public finances back on a

sustainable path.

Medium-term fiscal planning is crucial to anchor spending and avoid unsustainable debt. Medium-term fiscal
frameworks (MTFFs) allow translating fiscal policy objectives into annual budgets.
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Post-pandemic fiscal frameworks to reflect lessons learned and prepare for future

risks and long-term challenges.

Key issues in Asia . : : e
- Even at the onset of the pandemic, countries were at Fiscal frameworks in Asia and the Pacific

various stages of developing MTFFs. pre-COVID

' ic. fi : 33 countri
« During the pandemic, fiscal rules were mostly set aside; (33 countries)

they need to be suitably updated and reinstated. 100%

* Bypassing fiscal rules through SOEs and PPPs was not
uncommon in pre-pandemic times. 80%

« Often rigidities in the legislation constrained the flexibility
required under exceptional circumstances, resulting in
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noncompliance. 0%
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medium-term fiscal planning. e mEVDE mLIDC m Nt o

FAD can support members in designing/updating fiscal Source: IMF internal survey of 33 countries, Arbatli, Elif, Delphine Moretti,
frameworks and fiscal rules. and Strengthening the PFM and Sarah Sanya. 2022. “Fiscal Frameworks in Asia and the Pacific:

. oL . : ' Where to From Here?” mimeo, January 2022.

institutions, including legal framework.

IFC: Independent Fiscal Council



Sharpen the efficiency of public investment and climate sensitive infrastructure

given limited fiscal space and the need to attract alternative finance.

- Diagnostic. Assess institutional
readiness and gaps in PIM
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Green PFEM: Ensure that fiscal policy supports sustainable growth by applying a

green lens to decision making.

Green PFMcan ¢ To be successful, policies aimed at the mitigation or adaptation to
support a climate change should be supported by sound PFM processes

sustainable ; . .
At and frameworks to ensure their effective design and

recovery implementation. : @»

Green PFMisa °* Green PFM supports climate-sensitive policies by integrating Contral Budaet Plannivg
critical ingredient climate considerations into PFM practices. And ﬁfle\ And Fiscal
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SEMRIIISCHICLS It does not require a reinvention of PFM practices, but a
strategy to

o TS gradual adaption of existing PFM practices to make them
change climate sensitive. Budget
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FISCAL TRANSPARENCY
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* MoFs must be firmly in the driver’s seat — to ensure prioritized
resource allocation and monitoring of outcomes.

Green PEM * FAD has been assisting members in building awareness and identifying

trailblazers in entry points for adoption of Green PFM practices.
]k 'nlcgjd'ﬂg - IMF Staff climate note on Green PFM (2021) COORDINATION
Bac’:r:ngdaFiﬁS * How to Note (2022) with SOEs and SNGs

« Technical Paper on unlocking climate finance in PICs (2021)
* Regional seminars for South and SE Asia (2021, 2022), CMAP in
Samoa (2021)



Gender Budgeting: Fiscal policy supportive of including all to participate in the

economy.

Gender
equality is
macro-critical
to an inclusive
recovery

Gender
Budgeting in a
tighter fiscal
environment

Gender
Budgeting in
Asia

5,9

« Gender equality promotes economic growth, resilience, and lowers income inequality.

Recent crises have exacerbated pre-existing gender gaps.

Gender Budgeting (GB) is not just about funding new or explicit gender equality initiatives but
understanding the impact - intended and unintended — of fiscal policy on gender.

To be successful, GB should be integrated into existing budget processes and reform plans.
GB does not require a completely new system of PFM.
MoF leadership is a critical ingredient for success.

GB reforms are underway in at least 15 Asian countries

FAD supports countries integrate a gender perspective into the
budget cycle.

Targeted workshops through IMF’s regional centers and direct
CD.
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Enhance fiscal transparency and accountability to improve the likelihood that fiscal

targets will be achieved.

Transparency raises the political costs of unsustainable policies, strengthens the enforcement of fiscal rules,
Improves market access, reduces borrowing costs, and promotes accountability.

Asia-Pacific countries, however, have still to catch Average transparency scores by region, 2008 - 2021
up with peers in other regions. wos 20 o1z 2015 200 2019 20m
. . . Western Europe, US and Canada F]0] 749 T8 TE 76
Rise of external public debt puts spotlight on debt -
d ISClOSU re praCtlceS Eastern Europe and Central Asia 5@ 52 53 56 56 58 &0
East Asia and Pacific
- Globally, about 40 percent of LIDCs do not t -, - ° ¢ T = =
regularly pUb“Sh debt data Latin America and Caribbean Al 42 47 4a 5@ 53 53
. . g . . South Asia
- Coverage of public liabilities outside of t R
budgetary central government balance sheet is Sub Saharan Alrca, 22 28 8 a o@m % 3
inad equ ate. Middle East and North Africa 24 2% 24 24 22 25 27
« Data on stock positions by creditor is limited surriceNt
and little information is available about S viomain ot [ttt S ot s e [ e
This table shows the evolution of transparency in each region of the world for the 77 countries for which there is comparable data since 2008.

financial and legal terms of debt contracts by
creditors and debtors.

Source: International Budget Partnership



IMF support for the strengthening of fiscal and debt transparency.

The IMF’s Fiscal Transparency Code sets the

international standard for disclosing information about

public finances.

Asia has, however, lagged in fiscal transparency
evaluations (Philippines and Maldives are the only
countries)

FAD organizes regular regional seminars on fiscal
reporting and transparency

FAD can also support members with targeted CD on
fiscal and debt transparency practices.

Fiscal Transparency Code — An output-
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To conclude

1. Countries in emerging Asia need to make their fiscal frameworks more credible to help address
increased debt burdens and enforce needed return to fiscal sustainability.

2. Asia’s large infrastructure gap, limited fiscal space, and the need for growth enhancing
expenditure, make it imperative for countries improve the efficiency of their public investments.

3. Long-term societal priorities like climate change and gender require not only appropriate policies
but also mainstreaming of budget processes.

4. Asia trails in improving fiscal transparency, which weakens governments’ fiscal accountability,
Increases financing costs and hinders fiscal risk assessment.
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Some useful resources

IMF ’ INFRASTRUCTURE GOVERNANCE SIGN IN

HOME PIMAandC-PIMA  PPPsand PFRAM  REGION and COUNTRY INFORMATION ~ KNOWLEDGEHUB ~ FORUM

Infrastructure
Governance
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INTERNATIONAL MONETARY FUND

ABOUT  RESEARCH COUNTRIES ~ CAPACITY DEVELOPMENT ~ NEWS VIDEOS DATA  PUBLICATIONS  COVID-19

Countries lose over one-third of potential benefits from infrastructure investment d
infrastructure governance can reduce more than half of these inefficiencies. Th
strengthen infrastructure governance.

FISCAL RISK MANAGEMENT

OMPREHENSIVE ANALYSIS AND MANAGEMENT OF FISCAL RISKS'

IMF Infrastructure Governance

FISCAL RISK HOME IMF ROLE TOOLKIT v KNOWLEDGE HUB v

Comprehensive analysis, disclosure and management of fiscal risks — factors
that can cause fiscal outcomes to differ from expectations — is needed to
ensure sound public finances and macroeconomic stability as well as fiscal
transparency. The past two decades have shown that fiscal risk realizations can
be costly, occur frequently, and arise from a variety of sources.

Macroeconomic shocks, financial crises, commodity price shocks, natural
disasters and bailouts of public enterprises have put pressure on public finances
across high and lower income countries alike

The COVID-19 pandemic further underscored these lessons, triggering the
largest fiscal risk realization since World War Il and leading to policy responses
that while necessary, have in many cases resulted in additional fiscal risk
exposures

The IMF's Fiscal Risk Toolkit, guidance materials and capacity development help
policymakers to identify, monitor, and manage fiscal risks. Better understanding
of fiscal risks, combined with their transparent reporting and effective risk

management underpin fiscal credibility and the sustainability of public finances

n Learn more about the IMF's Role in Fiscal Risk Management

Fiscal-Risks (imf.orq)
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ABOUT RESEARCH COUNTRIES

Resources

Fiscal Transparency Code (2019}

Arabic | Spanish |
French | Portuguess

Fiscal Transparency Handbook (2018)

Guide on Rescurce Revenue Transparency
2007)

Country Reports

Fiscal Tr P y
(FTEs): Albania: Armenia; Austria; Bolivia:
Brazil: Chile: Colombia: Costa Rica:
Estonia: Finland:
Georgia: Guatemala: Honduras: Honduras (SP),
Jordan: Kenya (original): Kenya (update):
Lithuania: Maldives: Macedonia: Malta:
Mexico: Mozambique: Peru; Portugal;
Philippines: Romania: Russia: Russia
(update): Senegal; Tunisia; Turkey: Uganda:
United Kingdom: Uzbekistan; Uzbekistan
(updated)

Analysis and Research
Working Papers on Fiscal Transparency

Fiscal Transparency Initiative: Integration of
Natural Resource Management Issues

2017 Standards and Codes Review—Policy
Area Background Paper on Fiscal
Transparency

2014 Update on the Fiscal Transparency
Initiative

i,

INTERNATIONAL MONETARY FUND Search

'WHY FISCAL TRANSPARENCY MATTERS ¥ FISCAL TRANSPARENCY EVALUATION ¥

FISCAL TRANSPARENCY CODE ¥ FISCAL TRANSPARENCY HANDEBOOK ¥

Why Fiscal Transparency Matters BAKTOToP

Fiscal ransparency — the comprehensiveness, clarity, reliability, timeliness, and
relevance of public reporting on the past, present, and future state of public
finances — is critical for effective fiscal management and accountability. It helps
ensure that governments have an accurate picture of their finances when making
economic decisions, including of the costs and benefits of policy changes and
potential risks to public finances. It also provides legislatures, markets, and citizens
with the information they need to hold governments accountable. Greater fiscal
transparency can also help strengthen the credibility of a country's fiscal plans and
can help underpin market confidence and market perceptions of fiscal solvency.
The Fiscal Transparency Code and Evaluation are the key elements of the IMF's
ongoing efforts to strengthen fiscal surveillance, policymaking, and accountability
among its member countries.

Fiscal Transparency Code

The IMF's Fiscal Transparency Code (the Code) is the international standard for
disclosure of information about public finances. The Code comprises a set of
principles built around four pillars (Figure below): (i) fiscal reporting; (i) fiscal
forecasting and budgeting; (iii) fiscal risk analysis and management; and (iv}
resource revenue management. For each transparency principle, the Code
differentiates between basic, good, and advanced practices to provide countries
with clear milestones toward full compliance with the Code and ensure its
applicability to the broad range of IMF member countries. Pillars |-1ll were issued
in 2014, while Pillar [V was finalized in January 2019, following two rounds of
public consultation and testing in several countries.

Four Pillars of the Fiscal Transparency Code

Fiscal Transparency (imf.org)

CAPACITY DEVELOPMENT NEWS VIDEOS DATA PUBLICATIONS COVID-19
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https://0-www-imf-org.library.svsu.edu/en/Topics/fiscal-policies/Fiscal-Risks
https://0-infrastructuregovern-imf-org.library.svsu.edu/
https://0-www-imf-org.library.svsu.edu/en/Topics/fiscal-policies/fiscal-transparency

Appendix: How does the IMF support
PFM in Asia



Modes of delivery

HQ-led missions led by Fiscal Affairs Department staff
Regional TA and Training Centers
Regional and Resident Advisors

Short-term experts

Regional and national training, workshops and outreach

PFM Capacity Development in Asia

Capacity Development Office in Thailand (CDOT)

South Asian Regional Training and Technical Assistance Center (SARTTAC)

Pacific Financial Technical Assistance Center (PFTAC)

China-IMF Capacity Development Center (CICDC)

Singapore Training Institute (STI)

Caucasus, Central Asia, and Mongolia Regional Capacity Development Center (CCAMTAC)
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Intensity and Coverage of FAD Capacity Development - FY2022
(Number of activities)

INTENSITY OF Q _ IMF Regional Capacity
ENGAGEMENT Development Center
Number of CD activities and trainings in country

IMF | Fiscal Affairs

FAD FACTS:

US$81 million

Over 160 countries
1,100 Short-term experts
(STX)

79 Long-term experts
(LTX)

CD since COVID:

* More than 2,000
engagements including
remote missions

* 46 webinars
39 Special Series Notes
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