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Georgia: Coverage of Public Sector Activity in Fiscal Reports
(Percent of expenditure by level of government)
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WHY IS FISCAL
TRANSPARENCY

IMPORTAN T

Fiscal transparency is essential to effective fiscal management and
accountability. It also fosters good governance and helps reduce
corruption. It ensures:

e Governments have an accurate picture of their fiscal position
and prospects and the costs and benefits of any policy changes
to support a better-informed debate about the design and results
of fiscal policy;

Policymakers have a sound understanding of the potential risks to
public finances, and can better manage these, allowing for earlier
and smoother fiscal policy adjustments where required; and

Legislatures, citizens, and markets have 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 (Fig 1). The loss of market

confidence in governments with underestimated or hidden deficits
in the wake of the global financial crisis underscored the importance
of fiscal transparency to global financial and economic stability.

Figure 1: Fiscal Transparency & Market Perceptions of Solvency
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FISCAL TRANSPARENCY CODE

The IMF's Fiscal Transparency Code (the Code) is the international
standard for disclosure of information about public finances.

The current, 2014, version of the Code comprises a set of principles
built around four pillars (Fig 2): (i) fiscal reporting; (ii) fiscal forecasting
and budgeting; (iii) fiscal risk analysis and management; and

(iv) resource revenue management.

Basic, good, and advanced practices are identified against each
principle to provide countries with clear milestones toward full
compliance with the Code. Pillars I-Ill have been issued while a draft
of Pillar IV, which covers specific principles and practices applicable to
resource-rich countries, has undergone public consultation and piloting.

Figure 2: The Four Pillars of the Fiscal Transparency Code
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FISCAL
TRANSPARENCY

HANDBOOK

The 2018 Fiscal Transparency
Handbook provides practical
guidance on the implementation
of the Code. It explains each
principle under Pillars |-l of the
Code and its importance; specifies
the requirements for meeting

the basic, good and advanced
practices for each principle; and
provides examples of practices
from countries around the globe.
It also notes relevant international
standards and guidance material,
related to the Code’s principles.

FISCAL TRANSPARENCY EVALUATION

Fiscal Transparency Evaluations (FTEs) are the IMF's principal
fiscal transparency diagnostic tool. FTEs provide countries with:

» a comprehensive assessment of their fiscal transparency practices
against the standards set by the Code;

* rigorous analysis of the scale and sources of fiscal vulnerability
based on a set of fiscal transparency indicators (Fig 3);

 avisual account of their fiscal transparency strengths and reform
priorities through summary heat maps (Fig 4); and

» targeted recommendations to improve fiscal transparency practices and
the option of a sequenced action plan to help countries implement them.

FTEs have been conducted across a wide range of regions and income
levels. The results show there is scope for countries to improve their
transparency practices in particular by expanding the coverage of
fiscal reports, strengthening the credibility of budget frameworks,
and improving the disclosure and management of fiscal risks (Fig 5).

Figure 5: Fiscal Transparency Evaluation Results by Pillar
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According to a survey, countries that have undertaken FTEs have
found them useful in providing an assessment of current fiscal
transparency practices and setting clear milestones for improving
them, through a set of well-prioritized recommendations that are
tailored to country circumstances. (Fig 6).

Figure 6: Authorities’ Views on Fiscal Transparency Evaluations
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