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ASSUMPTIONS AND CONVENTIONS

The following symbols have been used throughout this publication:
to indicate that data are not available
— to indicate that the figure is zero or less than half the final digit shown, or that the item does not exist

—  between years or months (for example, 2008—09 or January—June) to indicate the years or months covered,
including the beginning and ending years or months

/ between years (for example, 2008/09) to indicate a fiscal or financial year
“Billion” means a thousand million; “trillion” means a thousand billion.

“Basis points” refers to hundredths of 1 percentage point (for example, 25 basis points are equivalent to % of 1
percentage point).

«

n.a.” means “not applicable.”
Minor discrepancies between sums of constituent figures and totals are due to rounding.

As used in this publication, the term “country” does not in all cases refer to a territorial entity that is a state as
understood by international law and practice. As used here, the term also covers some territorial entities that are not
states but for which statistical data are maintained on a separate and independent basis.
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EXECUTIVE SUMMARY

Chapter 1: Fiscal Policy for a Changing Global
Economy

Over the past decade, fiscal policy has focused
primarily on macroeconomic stabilization in response
to shocks, notably the global financial crisis. Less
emphasis has been placed on reforms to foster long-
term inclusive growth by adapting to changing demo-
graphics, advancing technology, and deepening global
integration. In many countries, public and private
debt hover near historical peaks, long-term growth and
development prospects are uninspiring, and inequal-
ity remains striking. With global growth slowing and
uncertainty rising, fiscal policy should prepare for
possible downturns—balancing growth and sustain-
ability objectives—while also putting more emphasis
on reforms to adapt to a fast-changing global economy.
The latter will require inclusive and growth-friendly
budget recomposition to upgrade tax, social spending,
and active labor market policies, as well as investment
in infrastructure for better public service delivery.
Greater international cooperation is also needed to
address multilateral issues, including corporate taxa-
tion, climate change, corruption, and, more generally,
to achieve the 2030 Sustainable Development Goals
(SDGs).

Preparing for the Next Downturn

The global expansion has softened. Growth is
expected to slow this year in several large advanced and
emerging market economies (China, euro area, United
States), although it remains firm in many areas of the
world (India and parts of sub-Saharan Africa). Down-
side risks have risen, mainly from unresolved trade
tensions, heightened policy uncertainty, and finan-
cial market volatility. At the same time, public debt
remains high in advanced economies and has increased
in emerging market and developing economies. Major
economies have turned to expansionary fiscal policies
(China, euro area, United States); and tighter financial
conditions and concerns over fiscal sustainability have
pushed up borrowing costs in vulnerable advanced,
emerging market, and frontier market economies.

In this environment, fiscal policy should tread
carefully to balance growth and sustainability objec-
tives. Where actual output exceeds potential (United
States), or borrowing costs are high and financing
needs are large (Brazil, Italy) and enhancing market
access remains important (Argentina), growth-friendly
fiscal adjustment remains appropriate to reduce debt
vulnerabilities and build buffers to be deployed in
case of a major downturn. Where there is some fiscal
space and risk of a sharper slowdown, there could be a
case for limited, high-quality fiscal stimulus (Australia,
Germany, Korea), in some cases coupled with a credible
medium-term consolidation plan (China, Japan). In
low-income developing countries, fiscal policy should
support development objectives subject to financing
constraints. And if a severe downside scenario were to
materialize, available monetary policy tools could be
complemented with fiscal easing by countries that have
appropriate fiscal space and financing conditions; in the
euro area, a synchronized fiscal response, albeit appro-
priately differentiated across member countries, can
strengthen the area-wide impact.

Adapting to Global Trends

To foster higher and more inclusive growth, fiscal
policy should adapt to key trends reshaping the global
economy. Shifting demographics, rapid technological
progress, and rising global economic integration bring
structural challenges. Advanced and many emerging
market economies are faced with aging populations,
raising concerns about the sustainability of public pen-
sions and healthcare. Low-income developing countries
and several emerging market economies must create
jobs and upgrade public infrastructure as well as educa-
tion and healthcare services to meet the needs of their
rapidly expanding and urbanizing populations. Social
spending and tax policies in all countries need to
keep pace with the labor and product market changes
brought on by technological advances and by deeper
trade and financial links across countries. Adapt-
ing policies to global trends would foster long-term
economic growth—a crucial ingredient for a durable
reduction in public debt burdens—and spread the
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gains from openness and innovation within and across
countries. This would also help to restore the public
trust in institutions necessary for economic stability.
Where there is limited budgetary room, such
adaptation will have to occur through budget recom-
position. Key to this process will be reprioritizing
expenditures to achieve cost savings by cutting wasteful
spending and curbing corruption in all countries. For
example, removing fuel subsidies through efficient
pricing could gradually yield up to 4 percent of global
GDP in additional fiscal resources. Public financial
management reforms can also expand the fiscal enve-
lope through efficiency gains. Managing public sector
assets more effectively could yield up to an estimated 3
percent of GDP a year in additional revenue in some
countries. In emerging market and developing econo-
mies, where tax revenue remains relatively low, revenue
mobilization will have to play an important role given
the significant infrastructure and social spending needs
to meet their SDGs. Sub-Saharan African countries
could raise, on average, 3 to 5 percent of GDP in addi-
tional revenue over the next five years through reforms
that improve the efficiency of current tax systems.
International cooperation is also essential to amplify
and spread the gains from reforms globally. Prime issues
that could be addressed through a multilateral approach
include taxation of multinational companies (includ-
ing digitalized ones), climate change (which could be
mitigated through carbon taxes), and corruption. Coor-
dinated international support and financing, combined
with improvements in governance in both donor and
recipient countries, could complement the efforts of low-
income developing countries to achieve their SDGs. A
renewed effort to work within an improved multilateral
structure would complement national policies adapted to
a fast-changing global economy.

Chapter 2: Curbing Corruption

Corruption—the abuse of public office for private
gain—distorts the activities of the state and undercuts
efforts to achieve sustainable and inclusive economic
growth. Corruption helps some people evade taxes,
whereas others often end up paying more. The loss
of revenues can also hamper governments’ ability
to provide social spending. Moreover, the quality of
public services and infrastructure is undermined when
government decisions are driven by bribes or nepotism.
Ultimately, corruption erodes trust in government and
can lead to social and political instability.

X International Monetary Fund | April 2019

This chapter presents evidence that the fiscal costs of
corruption can be substantial for economies at all levels
of development. For example, comparing countries at
similar income levels, the least corrupt governments
collect 4 percent of GDP more in tax revenues than
their peers with the highest levels of corruption. Based
on such cross-country comparisons, if all countries
today were to reduce corruption by a similar extent,
on average, as those that reduced it over the past
two decades, global tax revenues could be higher by
$1 trillion, or 1% percent of global GDP; the gains
would likely be greater considering that lower corrup-
tion would increase economic growth, further boosting
revenues. Countries that managed to reduce corrup-
tion significantly were rewarded with surges in tax
revenues as a share of GDP (for example, Georgia by
13 percentage points, Rwanda by 6 percentage points).
The evidence also suggests that corruption distorts how
governments use public money. Less corrupt countries
dedicate a higher share of resources to social spend-
ing (for example, among low-income countries, the
share of the budget dedicated to education and health
is one-third lower in highly corrupt countries). In
addition, more corrupt countries overpay for building
roads and hospitals, and their school-age students have
lower test scores.

Fighting corruption requires mustering politi-
cal will. To ensure lasting improvements, however, it
also requires developing good institutions to promote
integrity and accountability throughout the public
sector. Drawing on new data regarding a large set of
fiscal institutions and individual country experiences,
the chapter provides specific advice by examining
in greater detail where corruption leakages occur in
government operations and how different institutions
can help reduce such leakages. Some of the lessons for
national decision makers are:

* Build a professional civil service, based on transpar-
ent, merit-based hiring and remuneration proce-
dures. It is vital for heads of agencies, ministries,
and public enterprises to promote ethical behavior
by setting a clear tone at the top.

e Invest in high levels of transparency and indepen-
dent external scrutiny, to allow audit agencies and
the public at large to provide effective oversight.

* Focus on “hotspots” where international experi-
ence suggests that corruption occurs frequently—
for example, public procurement, infrastructure,
complex goods and services that are hard to price,
natural resources, and public enterprises.



e Increase the chances of success by improving several
mutually supportive institutions to tackle corruption.
For example, reforms to tax administration will have a
greater payoff if tax laws are simplified and the scope
for discretion by tax officials is reduced. Efforts to
improve integrity in the civil service or to pursue tax
evaders will depend on timely and evenhanded court
proceedings. Likewise, the benefits of fiscal transpar-
ency are enhanced by the presence of a free press.
Commit to improving institutions assiduously to
reduce vulnerabilities to constantly evolving corrup-
tion challenges. Adopting new technologies helps

to strengthen key fiscal functions, such as budget
processes and revenue administration, as well as
internal controls. For example, electronic procure-
ment systems (e-procurement) can be a powerful tool
to fight corruption by promoting transparency and
improving competition (for example, Chile, Korea).

Corruption is also a global problem demanding
greater international cooperation to fight it. A growing

EXECUTIVE SUMMARY

number of international initiatives are under way to

fight corruption and to make it more difficult to hide

corrupt proceeds. However, more could be done:

* Countries should be more proactive in combating
bribery by national companies that bribe officials in
foreign countries, aggressively pursuing anti-money
laundering activities, and reducing opportunities to
hide corruption proceeds in opaque destinations.

* Greater transparency in the extractive industries (oil
and mining) is needed given the presence of large
economic rents and the role of major international
players.

* Despite some improvements, international exchange
of information remains limited. More cooperation
is critical to fight tax evasion and to investigate and
prosecute corrupt acts.

e Finally, donors and international institutions can
lead by example, by strengthening their own trans-
parency. They can also help by disseminating good
practices in institution building. This is the goal of
this chapter.
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FISCAL POLICY FOR A CHANGING GLOBAL ECONOMY

With global growth slowing and uncertainty rising, fiscal
policy should prepare for potential downturns—abalancing
stabilization and sustainability objectives—and put more
emphasis on reforms to foster long-term inclusive growth
in a fast-changing global economy. Shifting demographics,
rapid technological progress, and deepening international
economic integration bring challenges. To remain effective,
fiscal policy needs to adapt to these key trends reshaping
the global economy. Where there is limited budger-

ary room, such adaptation will have to occur through
inclusive and growth-friendly budget recomposition.
International cooperation to improve the taxation of mul-
tinational companies, and to tackle climate change and
corruption could amplify and spread the reform gains.

Introduction

Over the past decade, fiscal policies have focused
on economic stabilization, whereas less attention has
been given to reforms to foster long-term inclusive
growth. Major fiscal expansions across the globe after
the 2007-08 global financial crisis helped address
demand-side weaknesses, including through support for
financial systems in some cases (Figure 1.1). Emerg-
ing market and developing economies returned to

expansionary fiscal policies during 201215, notably

in commodity exporters to cushion the blow from
persistently lower commodity prices. In most countries,
however, subsequent fiscal adjustment remains incom-
plete. Advanced economies, on average, have reverted

to a neutral fiscal stance rather than gradually restoring
depleted fiscal buffers, and in emerging market and
developing economies deficits have remained high or
risen further. As a result, public debt ratios are now sig-
nificantly higher than before the global financial crisis in
all country groups; and emerging market and developing
economies face notably higher interest burdens whereas
low interest rates have reduced the interest bill in
advanced economies (Figure 1.2). Meanwhile, per capita
income growth has trended downward in advanced
economies since the mid-1970s and in emerging market
and developing economies during the past decade;
moreovet, income inequality has risen in many advanced
economies and remains pervasive in most emerging
market and developing economies (Figure 1.3).

Getting fiscal policy right at this juncture requires
more attention to growth-friendly and inclusive
reforms. Demographic shifts, technological advances,
and international economic integration have left fiscal
policy, in some cases, unsustainable or outdated.

Figure 1.1. General Government Fiscal Stance and Cyclical Position, 2007-18

Fiscal expansions following the global financial crisis and commaodity price shocks have yet to be reversed.

1. Advanced Economies

2. Emerging Market and
Middle-Income Economies
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Source: IMF, World Economic Outlook database.
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3. Low-Income Developing Countries
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Note: The averages are weighted by PPP-adjusted nominal GDP in US dollars. GFC = global financial crisis; PPP = purchasing power parity.

International Monetary Fund | April 2019 1



FISCAL MONITOR: CURBING CORRUPTION

Figure 1.2. General Government Gross-Debt-to-GDP and Interest-Bill-to-Tax-Revenue, 2007-18

(Percent)

Public debt vulnerabilities are higher today than before the global financial crisis.

1. Advanced Economies

2. Emerging Market and

3. Low-Income Developing Countries

Middle-Income Economies

60-
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35-
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Source: IMF, World Economic Outlook database.

Populations are aging in advanced and some emerging
market economies (for example, China), while they are
rapidly expanding and urbanizing in many low-income
developing countries (for example, sub-Saharan Africa)
and several emerging market economies (for example,
India). Labor-saving innovations such as automa-

tion and digitalization, combined with increasingly
integrated global production and distribution, are
having a profound impact on the relative contributions

-15  60- -25
55-

-12 50- -20

-9 45- -15

40-

_ -10
35- Debt-to-GDP

15 17

2007 09 11 13 15 17

of labor, capital, land, and productivity in generat-
ing economic activity. These forces also reshape the
relative contributions of skilled versus unskilled labor
and manufacturing versus services sectors to economic
output within countries. Income gains are increasingly
accruing to those at the top, and wealth is becoming
more concentrated. Fiscal policies need to adapt to
these global trends by upgrading tax, social spending,
and active labor market policies, and by providing

Figure 1.3. Real GDP per Capita Growth and Income Inequality, 1970-2018

(Percent)

GDP per capita has trended down and inequality remains a concern across the globe.

1. Advanced Economies

2. Emerging Market and

3. Low-Income Developing Countries

Middle-Income Economies
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Sources: IMF, World Economic Outlook database; Standardized World Income Inequality Database; and IMF staff estimates.
Note: The averages are weighted by PPP-adjusted nominal GDP in US dollars. PPP = purchasing power parity.
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the infrastructure needed for better service delivery.
Taking such steps will help to foster higher potential
growth—which is also key for durably reducing public
debt levels—and to ensure that gains from openness
and innovation are broadly shared within and across
countries. Moreover, it is likely that rising distrust

in public institutions and growing support for pro-
tectionism reflect, among other causes, the failure of
fiscal policy choices to spread the gains from global-
ization and technological innovation across individuals
and localities.

Even so, the case for fiscal restraint remains strong.
High debts and deficits, along with the associated
financing requirements, leave countries vulnerable to
interest rate and other fiscal risks and may be a drag on
long-term growth.! Gradual fiscal adjustment remains
appropriate in many countries in the current environ-
ment of slowing but still respectable global growth
(see Chapter 1 of the April 2019 World Economic
Outlook) and a risk of tightening financial conditions
worldwide (see Chapter 1 of the April 2019 Global
Financial Stability Report). Fiscal expansions are usually
less effective (that is, fiscal multipliers are lower) when
economic slack is limited, and monetary policy is
normalizing, because the impact of fiscal stimulus
on inflation prospects would lead central banks to
offset it (DeLong and Summers 2012; Mineshima,
Poplawski-Ribeiro, and Weber 2014). In addition,
global policy uncertainty is elevated, particularly
surrounding trade relations among the world’s largest
economies. Uncertainty makes businesses and con-
sumers more cautious in responding to fiscal stimulus,
thereby dampening the effects of expansionary fiscal
policy (Bloom and others 2018). Moreover, although
negative interest-growth rate differentials, as currently
experienced by many advanced economies, help fiscal
solvency (Blanchard 2019), market confidence is often
lost abruptly resulting in sharp increases in borrowing
costs. Lowering public debt ratios would create room
for countercyclical fiscal policy to operate during the
next recession.? Fiscal restraint is important, partic-

ularly if rising public debt leads to higher sovereign

1See Chapter 1 of the April 2018 Fiscal Monitor for a review of
evidence on why high government debts and deficits are a cause
for concern.

2Countries with stronger public sector balance sheets (proxied
by higher public sector net financial worth) have faced shallower
recessions and returned to growth more quickly than did those with
weaker ones (see the October 2018 Fiscal Monitor). Similarly, coun-
tries entering a financial crisis with weak fiscal positions (proxied by
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bond spreads, which can increase private borrowing
costs and further reduce economic activity (Corsetti
and others 2013; Zoli 2013).

Fiscal policy also needs to remain nimble in view of
the downside risks to the global economy. At present,
these risks include further escalation in trade tensions,
a sharper slowdown in China, a deterioration in risk
sentiment amplified by high public and private debt
(totaling $184 trillion, or 225 percent of global GDP
at the end of 2017), financial market volatility, and
political developments (including uncertainty about
Brexit). Previous studies show that backloading of
adjustment could be warranted if, after a significant
worsening in the outlook, a recession became likely.?
However, a decision to delay fiscal adjustment should
be anchored in a clear and credible medium-term
adjustment plan to ensure debt sustainability (Gaspar,
Obstfeld, and Sahay 2016).

Against the current backdrop, the case for pursuing
growth-friendly and inclusive policies is even stron-
ger. Fiscal restraint alone is unlikely to significantly
reduce public debts; robust economic growth is also
necessary (Baldacci, Gupta, and Mulas-Granados
2015; Best and others 2019; Cottarelli and Jaramillo
2013).4 However, the argument for fiscal policy to
focus on measures that raise potential growth extends
beyond reducing the public debt burden. The quality
of fiscal spending in terms of boosting growth and
making it more inclusive has deteriorated in mem-
ber countries of the Organisation for Economic
Co-operation and Development (OECD) in the
aftermath of the global financial crisis (Bloch and
Fournier 2018). For their part, emerging market and
developing economies face significant infrastructure
and social spending needs, as well as revenue gaps to
meet their Sustainable Development Goals (SDGs)
(Gaspar and others 2019).

To remain effective, policies to enhance long-term
growth also need to evolve with the key trends reshap-
ing the global economy, including demographic shifis,
technological advances, and global integration.

high public debt) have experienced deeper and longer recessions than
did those with stronger ones (see the October 2016 Fiscal Monitor).
3See Blanchard and Leigh (2013) for an overview of studies on the
appropriate speed of fiscal adjustment.
“Beyond fiscal restraint, fiscal policy could also remove incentives
for debt financing over equity financing that have contributed to the
buildup of public and private corporate debt (IMF 2016b).
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Figure 1.4. Implicit Liabilities of Pension and Healthcare Spending, 2015-50

(Percent of GDP in present value terms)

Pension and healthcare spending for aging populations will add significantly to government obligations.
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Demographic Shifts

Aging populations will strain public finances in many
advanced and emerging market economies as fewer
workers will need to finance more retirees. Age-related
government expenditures on public pensions and health-
care already account for 17 percent of GDP in advanced
economies and 7 percent of GDP in emerging market
economies and are projected to rise to 23 percent and
14 percent of GDP, respectively, by 2050. These spend-
ing profiles add considerably to the current government
obligations when portrayed in net present value terms
(Figure 1.4). At the same time, the projected decline in
working age populations will reduce payroll tax revenues
and social security contributions. To ensure the sustain-
ability of such spending while providing adequate social
insurance, further parametric pension and healthcare
reforms are necessary in many countries (Clements and

4 International Monetary Fund | April 2019

others 2015; IMF 2019a). Migration can also help ease
fiscal pressures in aging economies (Clements and others
2015). Rapid labor market integration of migrants
would help maximize the public financial benefits (Aiyar
and others 2016).

In contrast, rapidly growing and urbanizing pop-
ulations in low-income developing countries present
significant development spending needs. The popula-
tion of sub-Saharan Africa is projected to increase by
70 percent over the next 30 years, accounting for more
than half of the anticipated global population growth
(United Nations 2017). This increase will require cre-
ating 20 million jobs a year in the region over the next
two decades (Abdychev and others 2018). In addition,
urban populations are projected to double in many
African and Asian countries by 2050 (United Nations
2018). Fiscal policies will need to support the ensu-
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Figure 1.5. Additional Spending Required to Achieve High Performance in Selected Sustainable Development

Goals in 2030
(Percent of GDP)

Upgrading public services and infrastructure for growing populations requires substantial additional spending.
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Development Goal areas reported in the figure. For education and healthcare, additional spending corresponds to the difference between spending as a
share of GDP consistent with high performance in 2030 and the 2016 level of spending as a share of GDP. For physical capital, additional spending
corresponds to the annualized spending required to close infrastructure gaps between 2019 and 2030.

"Increase reflects only additional spending need for electricity.
Increase reflects only additional spending need for roads.

ing need for infrastructure (housing, transportation,
energy) and services (education, healthcare), including
by encouraging private sector development and partici-
pation (Hellebrandt and Mauro 2016). Delivering high
performance on core infrastructure and services SDGs
will require additional spending in 2030 of $2.6 tril-
lion (2.5 percent of 2030 world GDP) in emerging
market and developing economies (Gaspar and others
2019) (Figure 1.5).

Technological Advances

Existing social spending programs may become
inadequate as technological advances reshape employ-
ment modalities. The digital economy has given
rise to more part-time, short-term, on-demand, and
self-employment jobs. Automation has replaced
positions that entail routine or repetitive work (see
Chapter 3 of the April 2017 World Economic Outlook).
While boosting productivity and per capita incomes,
technological progress has contributed to the decline
in labor income shares and favored high-skilled over
low-skilled workforces (IMF 2018) (Figure 1.6). These
changes have increased income uncertainty and created
a need to continuously upgrade skills. Adapting to

these new realities through social spending reforms
would support labor mobility and facilitate a more
equitable distribution of income.

Global Integration

Global integration of production and distribution
has altered labor, capital, and goods market dynamics,
aiding some and leaving out others, and creating a need
to reform tax and spending policies to share its benefits.
International economic integration has supported an
unprecedented reduction in worldwide poverty in recent
decades. However, this welcome development has been
accompanied by growing income and wealth inequality
within many countries, particularly advanced economies
(see the October 2017 Fiscal Monitor and Dabla-Norris
and others 2015). At the same time, private capital can
move easily around the globe. Although this can allow
for a more efficient allocation of capital, some of the
flows are driven by efforts to avoid national taxes,? wors-

SDamgaard and Elkjaer (2017) find that almost 40 percent of
all foreign direct investment positions globally ($12 trillion) pass
through empty corporate shells in low-tax jurisdictions with no real
activity. Similarly, Torslov, Wier, and Zucman (2018) estimate that
close to 40 percent of multinational profits are shifted to low-tax
jurisdictions each year globally.
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Figure 1.6. Evolution of Labor Income Shares since 1995

(Percent of GDP)

The income share of labor has declined globally, in particular for low- and middle-skilled labor.
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Note: Labor income share refers to the portion of gross domestic product allocated to labor compensation. AEs = advanced economies;
EMDEs = emerging market and developing economies; EMMIEs = emerging market and middle-income economies; LIDCs = low-income developing

countries.

ening inequalities and undermining trust in government
(Zucman 2015). With rising protectionism, policies
urgently need to be adapted to better distribute the ben-
efits of global economic integration and to ensure that
capital movements are driven by economic efficiency

considerations rather than by tax avoidance.

Adapting to Global Trends

The pivot to structural reforms that take global
economic trends into account will require inclusive
and growth-friendly fiscal adjustments or budget
recomposition in countries without fiscal space. With
elevated debt levels, financing fiscal reforms to support
medium-term growth and adapt to the changing
global economy will require savings or budget-neutral
policy shifts. This puts a premium on (1) expenditure
reprioritization, including cost savings from cutting
wasteful spending such as energy subsidies and curbing
corruption (see Chapter 2); (2) reforms to achieve
efficiency gains; and (3) revenue generation, particu-
larly in emerging market and developing economies
where tax intake remains relatively low. These reforms
can involve difficult tradeoffs and can be politically
challenging. To be sustainable, they must be accom-
panied by efforts to protect vulnerable populations.
Synergies across reforms should also be used. For

example, reform of education and training policies

6 International Monetary Fund | April 2019

to align skills with rapid technological change could
encourage people to lengthen their productive work
lives and move across regions within a country for
better opportunities. These developments would boost
growth and could ease financial pressures on public
pensions. Budget-neutral tax reforms aimed at enhanc-
ing the efficiency of the tax system and recomposition
toward infrastructure investment have been shown to
yield significant growth dividends (Bussi¢re and others
2017; IMF 2015a). Moreover, making tax systems
more progressive would help distribute the benefits of
technology and trade more evenly.

International cooperation will be critical to man-
age transnational concerns with a bearing on national
fiscal policies. Corporate taxation, climate change,
and corruption (see Chapter 2) are prime candidates
to be addressed through a multilateral approach. For
instance, multilateral cooperation would provide a
more effective and eflicient approach to taxing the
rents of multinational firms, including those that
are highly digitalized (IMF 2019b). Similarly, it can
mitigate the negative consequences of international
corporate tax competition, which can lead to global tax
inefliciencies. A multilateral approach also remains the
best framework for national fiscal policies to mitigate
and manage climate change, including through carbon
taxes (IMF 2019¢; Krogstrup and Obstfeld 2018).

Moreover, coordinated international support and



financing could help low-income developing countries

achieve their SDGs (Gaspar and others 2019).

The rest of this chapter reviews country-specific
fiscal trends, as well as policies to adapt to a rapidly

CHAPTER 1
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to designing and implementing fiscal policies that are

responsive to evolving demographics, advancing tech-

nology, and deepening economic integration to foster

changing global economy. The next section presents

recent fiscal developments and the outlook. A key take-
away is that little fiscal room exists in many countries

to respond if risks discussed in the subsequent section

materialize. Given the limited progress with rebuilding
buffers, the final section reemphasizes the need for
fiscal restraint tailored to country-specific circum-

stances. It also proposes that greater attention be paid

Table 1.1. General Government Fiscal Balance, 2012-24: Overall Balance

inclusive growth.

Recent Fiscal Developments and Outlook

This section examines recent fiscal developments in
the three main country groups (advanced economies,

emerging market and middle-income economies, and

low-income developing countries) and provides an
overview of the fiscal outlook (Tables 1.1-1.4).

(Percent of GDP)
Projections

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
World -3.7 -28 -28 -32 -34 -29 -28 -33 -31 -31 -31 -3.0 -29
Advanced Economies -54 -36 -3.0 -25 -25 -21 -214 -24 -23 -22 -22 -21 -20
United States’ -76 -41 37 -32 -39 -38 -43 -46 -44 44 44 40 37
Euro Area -37 -31 25 -20 -16 -10 -06 -10 -09 10 -11 -11 -11
France -50 41 -39 -36 -34 27 -26 -33 -24 -25 -25 -26 -26
Germany 00 -0.1 0.6 0.8 0.9 1.0 1.7 1.1 1.1 0.8 0.8 0.7 0.7
Italy -29 29 30 -26 -25 24 -21 -27 -34 35 37 -37 38
Spain? -105 -70 -60 -53 45 31 -27 23 -23 24 25 27 -28
Japan -86 -79 56 -38 -37 32 -32 -28 -21 -19 -18 -19 -21
United Kingdom -75 -3 53 -42 -29 -18 -14 13 -12 -11 -08 -06 -0.6
Canada -25 -15 02 -01 -04 -03 -04 06 -06 -06 -07 -06 -06
Others 0.5 0.2 0.2 0.1 0.8 14 1.3 1.0 0.9 0.9 0.8 0.8 0.8

Emerging Market and
Middle-Income Economies -09 -14 -24 -44 -48 -43 -40 -48 -44 -44 -44 -43 -43
Excluding MENAP Oil Producers -19 -23 26 -40 -44 -42 -41 -49 -45 -45 -45 -44 43
Asia -16 -18 -19 -33 -39 41 -47 -56 -52 51 -51 -50 -50
China -3 -08 -09 -28 -37 -39 -48 -61 55 54 54 -53 53
India -75 -710 -71 -7r2 -711 -0 -67 -69 66 64 -63 -62 6.1
Europe -07 -15 14 -27 -29 -9 02 -08 -12 -14 -16 -16 -16
Russia 04 12 11 -34 37 -5 2.8 1.0 0.8 0.4 00 -02 -04
Latin America -28 -31 -48 -68 -62 56 -49 -48 -42 -41 -38 -36 -34
Brazil -25 -30 54 -102 -90 -79 68 -73 -70 69 -66 62 58
Mexico -37 37 -45 -40 -28 -11 -23 -25 -24 23 -23 -23 -23
MENAP 5.6 39 15 -85 95 57 34 44 37 38 37 -36 37
Saudi Arabia 1.9 56 -35 -158 -172 92 -46 -79 57 -72 68 65 -64
South Africa -44 -43 -43 -48 -41 -44 -44 -51 -51 -49 -50 -50 -49
Low-Income Developing Countries -2.0 -3.5 -3.3 -39 -39 -42 -40 -40 -38 -36 -35 -34 -34
Nigeria 02 23 -21 -35 -40 54 -45 -51 -46 -45 -45 -45 -44
0il Producers 1.6 04 12 -42 -46 -27 -08 -17 -13 -14 15 -15 -1.6

Memorandum

World Output (percent change) 35 35 36 34 34 38 36 33 36 36 36 36 3.7

Source: IMF staff estimates and projections.

Note: All country averages are weighted by nominal GDP converted to US dollars (adjusted by purchasing power parity only for world output) at average market
exchange rates in the years indicated and based on data availability. Projections are based on IMF staff assessments of current policies. In many countries, 2018
data are still preliminary. For country-specific details, see “Data and Conventions” and Tables A, B, C, and D in the Methodological and Statistical Appendix.
MENAP = Middle East, North Africa, and Pakistan.

T For cross-country comparability, expenditure and fiscal balances of the United States are adjusted to exclude the imputed interest on unfunded pension

liabilities and the imputed compensation of employees, which are counted as expenditures under the 2008 System of National Accounts (2008 SNA) adopted by
the United States, but not in countries that have not yet adopted the 2008 SNA. Data for the United States in this table may thus differ from data published by the

US Bureau of Economic Analysis.
2 Including financial sector support.
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Figure 1.7. Advanced Economies: General Government

Structural Primary Balance, 2012-24
(Percent of potential GDP)

The fiscal stance is easing across major advanced economies.
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Advanced Economies: Shifting Gears to Fiscal Easing

The aggregate fiscal stance for advanced econo-
mies eased slightly in 2018, after remaining broadly
neutral during 2014-17 (Figure 1.7).° The average
structural primary deficit edged up to 1% percent of
GDP in 2018 from 1 percent a year earlier. The easing
was driven, to a large extent, by strong procyclical
fiscal policy in the United States, mainly through
higher discretionary spending and the reduction in
effective tax rates under the 2017 Tax Cuts and Jobs
Act (TCJA).

In contrast, fiscal policy was tightened in Korea by
% percentage point of GDP, partly because of higher
marginal tax rates on the top two income tax brackets.
In Australia, Canada, Japan, and the United Kingdom,
fiscal policy remained broadly neutral in 2018. The
aggregate euro area fiscal stance also remained broadly
neutral in 2018, with heterogeneity across member
countries. The stance was broadly neutral in France,
Italy, Portugal, and Spain. It tightened slightly in
Germany, reflecting underspending partly because of a

YA neutral fiscal stance is defined as a change in the structural
primary balance between —% and ¥ of a percentage point of potential
GDP in a year. Any change above ¥ (below —%4) of a percentage point
is defined as fiscal tightening/contraction (loosening/expansion).
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Figure 1.8. Advanced Economies: Spread over 10-Year

German Bond Yield, 2018-19
(Percentage points)

[talian spreads widened over the past year, but spillover to other
euro area countries was limited.
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delay in forming the coalition government, and eased
in the Netherlands by close to 1 percentage point of
GDD, reflecting public investment increases. Interest
expenditures, reflecting the European Central Bank’s
loose monetary policy, continued to fall relative to
GDP in most euro area countries. In Italy, spreads rose
in the second half of 2018, although spillovers to other
euro area economies with high debt levels were limited
(Figure 1.8).

Nevertheless, gross public debt as a share of GDP
fell in advanced economies in 2018, on average, for a
second year in a row. General government debt eased
from a recent peak of almost 107 percent of GDP in
2016 to 103% percent of GDP in 2018. This mainly
reflected a decline in nominal interest rates, and, in
some cases, a cyclical recovery in primary balances
(euro area) (Figure 1.9).” Total government expendi-
tures have declined by almost 5 percentage points of
GDP since reaching a peak in 2009 but remain higher
than precrisis levels (Figure 1.10). Over the same
period, investment as a share of GDP has remained
low and below 2007 levels in many countries. Total

’A decline in the GDP shares of highly indebted economies (for
example, Japan) also contributed to the decline in the weighted
average debt ratio for advanced economies.



Figure 1.9. Advanced Economies: Drivers of Change in

General Government Debt, 2007-18
(Percent of GDP)

The contribution of primary balances to debt accumulation has
diminished since the financial crisis.
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revenues, on the other hand, remained broadly
unchanged as a share of GDP.

The fiscal stance in advanced economies is expected

to ease further in 2019, mainly driven by expansion-
ary budget plans in major euro area countries, Korea,
and the United States, and—to a lesser extent—in
Australia. The projected fiscal stimulus in Germany
is %5 percentage point of GDP in 2019, and includes
personal income tax relief and higher spending on
public investment, childcare, and education, as well
as targeted transfers to reduce poverty risks. The
Netherlands plans a stimulus of %2 percentage point
of GDD, including higher public investment in both
physical and human capital. In Italy, the fiscal stance
will loosen by Y5 percentage point of GDD, reflect-

ing current spending increases with a new minimum

income program and a partial reversal of past pension

reforms, including easing of early retirement rules for
a trial period of three years. Korea is also projected
to ease fiscal policy by 25 percentage point of GDP
in 2019, with an increase in welfare spending. In
the United States, the structural primary deficit is
projected to widen by Y5 percentage point of GDP in
2019 because of higher mandatory spending, and in
Australia by ¥ percentage point of GDP because of
increased infrastructure investment.

Fiscal policy in other large advanced economies is

expected to be broadly neutral in 2019 (Canada, France,

Japan, and the United Kingdom—albeit with large

CHAPTER 1  FISCAL POLICY FOR A CHANGING GLOBAL ECONOMY

Figure 1.10. Advanced Economies: General Government

Expenditures and Revenue, 2007-18
(Percent of GDP)

Spending restraint has driven the recent increase in the primary
balances.

50- -15

40- /K -12

Non-interest expense
Total revenue -9

30-

E R e R " Tax revenue
20- -6
10- Interest expense (right scale) -3

Investment (right scale)

2007 08 09 10 11 12 13 14 15 16 17 18

Source: IMF, World Economic Outlook database.

uncertainty surrounding Brexit). In Japan, the planned
measures to mitigate the impact of the forthcoming hike
in the consumption tax rate—including reduced taxes
on car ownership, an extension of tax breaks on hous-
ing, rebates on cashless purchases, and infrastructure
investment—will keep the fiscal stance neutral in 2019.
The medium-term outlook foresees fiscal adjust-
ment across several large economies outside the euro
area (Figure 1.11). The structural primary balance is
projected to improve by more than 1 percentage point
of GDP in Australia and the United States, and more
than V2 percentage point of GDP in Japan between
2019 and 2024. The improvement reflects higher tax
revenues from stronger terms of trade and suspended
corporate tax cuts (Australia), expiration of some provi-
sions in the TCJA after 2022 (United States), and the
increase in the consumption tax rate in 2019 (Japan),
respectively. Conversely, the fiscal stance is projected
to further ease in Italy with a rise in spending on
pensions, social assistance, and infrastructure invest-
ment, as well as in Korea with a medium-term plan to
strengthen the social safety net and create jobs.
General government gross debt in advanced econ-
omies is projected to remain broadly unchanged over
the medium term, at more than 103 percent of GDP.
While public debt is projected to decline in all euro
area countries except Italy, it will increase in the United
States, and—to a lesser extent—in Japan and Korea
(Figure 1.12). Gross public debt in the United States
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Figure 1.11. Advanced Economies: Change in General

Government Structural Primary Balance, 2018-24
(Percent of GDP)

Medium-term fiscal adjustment is projected for most advanced
economies outside the euro area.
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is expected to exceed 110 percent of GDP by 2024,

as headline fiscal deficits remain above 4 percent of
GDP until 2024. In several advanced economies, the
debt-to-GDP ratio is projected to increase further after
2024, reflecting rising age-related expenditures (Italy,
Japan). With high debt burdens and tightening financial
conditions, interest payments as a share of GDP are
expected to rise in the medium term for some advanced
economies (for example, Canada, Italy, Spain, and the
United States) (Figure 1.12). These countries, as well as
Belgium, France, Japan, and Portugal, all face annual
financing requirements ranging from 10 to 40 percent
of GDP over the next three years (Table 1.3).

Emerging Market and Middle-Income Economies: Fiscal
Consolidation on Hold

Opverall fiscal deficits in 2018 declined in emerging
market and middle-income economies for a second
year in a row, driven primarily by fiscal adjustment
in oil exporters (Figure 1.13). The average overall
deficit declined from 4% percent of GDP in 2017 to 4
percent of GDP in 2018, with diverging fiscal develop-
ments across countries.

Headline fiscal balances improved for most oil
exporters, supported by a pickup of oil prices in the
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Figure 1.12. Advanced Economies: Change in General

Government Gross Debt and Interest Bill, 2018-24
(Percent of GDP)

The debt-to-GDP ratio is projected to rise materially only in Italy
and the United States over the medium term.
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first half of 2018 and continued adjustments to adapt
to lower medium-term oil prices (Angola, Azerbaijan,
Gulf countries, Kazakhstan, Russia). In Saudi Arabia,
the overall deficit declined by half to 4% percent of
GDP as higher oil and non-oil revenues more than
offset additional spending on capital and social ben-
efits, including compensatory payments to house-
holds to help ease the impact of energy price and
value-added tax (VAT) reforms, and new allowances
for public sector workers, retirees, and students. In
Russia, the overall budget turned from a deficit of 1%
percent of GDP to a surplus of 2% percent of GDP,
owing to higher oil revenues and expenditure restraint
on social benefits and subsidies. In Mexico, however,
the overall deficit increased in 2018—after benefit-
ing from a significant one-off central bank transfer

in 2017—but remained %2 percentage point of GDP
below its 2016 level.

Headline deficits for non-oil exporters deteriorated on
average, with some offsetting outturns across countries.
General government overall deficits widened in China
and Turkey by around 1 percentage point of GDP in
2018 because of demand support in response to slowing
growth. The measures included cuts in personal income
and value-added taxes, and additional public investment

in China; and increases in employment incentives, civil
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Table 1.2. General Government Debt, 2012-24

(Percent of GDP)
Projections
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Gross Debt
World 79.7 78.4 78.7 79.8 829 81.7 820 829 83.0 83.2 834 834 835
Advanced Economies 106.6 105.1 104.6 104.2 106.7 104.6 103.6 104.0 103.7 103.7 103.6 103.3 103.0
United States’ 103.2 104.8 1044 1047 106.9 106.2 105.8 106.7 107.5 108.4 1094 110.0 110.3
Euro Area 89.7 916 918 899 891 868 850 836 818 802 786 772 757
France 90.6 934 949 956 96.6 985 986 992 987 982 976 970 96.2
Germany 799 774 745 708 679 639 598 569 538 511 485 46.0 437
Italy 1234 129.0 131.8 1316 131.3 131.3 132.1 1334 1341 1353 1364 1375 138.5
Spain 85.7 955 1004 993 990 981 970 96.0 949 941 933 927 923
Japan 229.0 2325 236.1 2316 236.3 2350 237.1 2375 237.0 237.4 237.8 238.0 2383
United Kingdom 841 852 87.0 879 879 871 869 857 844 836 826 815 803
Canada' 855 862 857 913 918 901 90.6 880 847 813 780 749 720
Emerging Market and Middle-Income
Economies 375 38.7 40.8 43.9 46.8 485 50.8 53.4 551 56.8 58.4 59.8 61.2
Excluding MENAP Qil Producers 399 413 435 459 485 501 527 552 57.0 587 604 618 63.1
Asia 398 415 436 448 472 494 520 555 582 607 631 650 66.8
China 343 370 399 411 442 468 505 554 595 632 66.7 697 724
India 69.1 685 678 699 69.0 698 698 690 678 665 653 642 63.1
Europe 25.7 266 287 310 319 302 294 296 294 296 30.0 305 308
Russia 119 131 161 164 161 155 14.0 138 139 141 147 159 169
Latin America 488 495 515 551 588 626 695 700 70.0 700 700 69.7 695
Brazil? 622 602 623 726 783 841 879 904 924 941 956 965 976
Mexico 427 459 489 528 56.8 540 536 541 545 545 545 544 543
MENAP 228 235 236 333 407 400 386 412 414 416 415 422 432
Saudi Arabia 30 21 16 58 131 172 191 237 254 276 281 324 375
South Africa 410 441 470 493 515 530 567 578 59.8 618 635 651 66.5
Low-Income Developing Countries 31.8 329 33.7 37.7 M3 43.7 450 451 445 441 43.6 43.2 42.8
Nigeria 177 186 175 203 234 253 284 301 314 327 338 349 359
0il Producers 325 33.3 342 39.8 43.2 427 438 441 432 426 4.9 416 M3
Net Debt
World 65.7 64.8 65.0 66.6 69.3 67.7 681 69.3 69.9 703 711 713 714
Advanced Economies 76.5 75.7 755 756 774 754 754 76.4 772 71.7 78.6 78.9 79.0
United States’ 80.3 809 805 804 817 807 809 834 862 882 913 930 943
Euro Area 721 746 750 738 728 709 689 679 66.7 655 644 634 623
France 80.0 830 8.5 864 875 875 876 882 877 873 867 86.0 852
Germany 584 575 540 51.0 482 445 410 386 362 341 321 302 284
Italy 111.6 116.7 1188 1195 1189 119.0 120.1 1215 1225 123.8 1252 126.6 127.8
Spain 715 808 852 853 862 848 841 835 829 824 821 819 818
Japan 146.7 146.4 1485 147.8 1526 151.1 1532 153.6 153.2 153.6 153.9 154.1 154.5
United Kingdom 755 768 788 793 788 775 775 762 750 742 732 721 709
Canada' 29.0 298 286 285 288 276 279 266 258 250 243 236 23.0
Emerging Market and Middle-Income
Economies 224 226 239 283 342 356 36.4 386 39.6 405 41.4 421 426
Asia
Europe 320 316 297 288 311 301 303 309 304 305 309 310 309
Latin America 293 293 319 352 407 430 437 453 46.6 476 484 489 494
MENAP -32 40 -07 146 282 289 308 362 389 412 435 456 475

Low-Income Developing Countries

Source: IMF staff estimates and projections.

Note: All country averages are weighted by nominal GDP converted to US dollars (adjusted by purchasing power parity only for world output) at average market
exchange rates in the years indicated and based on data availability. Projections are based on IMF staff assessments of current policies. In many countries, 2018
data are still preliminary. For country-specific details, see “Data and Conventions” and Tables A, B, C, and D in the Methodological and Statistical Appendix.
MENAP = Middle East, North Africa, and Pakistan.

T For cross-country comparability, gross and net debt levels reported by national statistical agencies for countries that have adopted the 2008 System of National Accounts
(Australia, Canada, Hong Kong SAR, United States) are adjusted to exclude unfunded pension liabilities of government employees’ defined-benefit pension plans.

2 Gross debt refers to the nonfinancial public sector, excluding Eletrobras and Petrobras, and includes sovereign debt held on the balance sheet of the central bank.
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Table 1.3. Selected Advanced Economies: Gross Financing Needs, 2019-21

(Percent of GDP)
2019 2020 2021
Total Total Total
Maturing Budget  Financing Maturing Budget  Financing Maturing Budget  Financing

Debt Deficit Need Debt! Deficit Need Debt! Deficit Need

Australia 1.6 1.5 3.0 2.6 0.7 3.3 2.4 0.0 2.3
Austria 7.6 0.1 7.7 5.8 0.3 6.0 4.8 0.3 51
Belgium 15.8 1.2 17.0 15.6 14 17.0 15.3 14 16.7
Canada 8.9 0.6 9.6 10.4 0.6 1141 8.2 0.6 8.8
Czech Republic 4.4 -1.1 3.3 3.2 -0.8 2.3 2.6 -0.6 2.0
Denmark 4.0 0.4 4.4 34 0.4 3.8 4.3 0.3 4.6
Finland 5.7 0.3 6.0 7.7 0.0 7.8 41 0.1 4.0
France 10.2 83 13.5 14 2.4 13.8 10.6 2.5 13.1
Germany 47 -1.1 3.5 4.8 -1.1 3.8 2.9 -0.8 2.1
Iceland 2.2 -0.7 1.5 41 -0.5 3.7 1.9 -0.5 1.3
Ireland 7.2 0.0 7.2 8.2 -0.2 8.0 3.4 -0.3 341
Italy 21.0 2.7 23.7 20.6 34 24.0 21.2 35 24.7
Japan 36.7 2.8 39.5 36.3 2.1 38.5 31.2 1.9 33.0
Korea 2.0 2.1 0.1 2.9 -1.5 14 2.9 —1.1 1.9
Lithuania 3.2 -0.4 2.8 5.2 -0.3 4.9 5.1 -0.3 4.8
Malta 5.7 —0.6 51 515) -0.6 49 5.2 -0.7 45
Netherlands 6.2 -1.0 5.1 6.0 -0.8 5.3 4.2 -0.8 35
New Zealand 45 0.1 4.4 3.6 -0.7 3.0 4.6 -1.0 3.6
Portugal 13.7 0.6 14.4 12.9 0.1 13.1 15.8 -0.4 15.4
Slovak Republic 2.9 0.0 2.9 4.0 -0.3 3.7 2.0 =053 1.6
Slovenia 6.2 -0.5 5.7 4.3 -0.2 41 5.9 -0.4 5.5
Spain? 144 2.3 16.7 14.2 2.3 16.5 14.1 2.4 16.5
Sweden 43 -0.5 3.7 3.7 -0.3 3.4 1.2 -0.3 0.9
Switzerland 1.6 -0.3 14 14 -0.2 1.2 1.3 -0.2 1.1
United Kingdom 8.2 1.3 9.5 7.4 1.1 8.5 6.6 1.1 7.7
United States® 20.5 4.6 25.1 20.5 4.4 24.9 17.6 4.4 21.9
Average 16.5 2.6 19.1 16.5 2.4 19.0 14.3 2.4 16.7

Sources: Bloomberg Finance L.P.; and IMF staff estimates and projections.
Note: For most countries, data on maturing debt refer to central government securities. For some countries, general government deficits are reported on an

accrual basis. For country-specific details, see “Data and Conventions,” and Table B in the Methodological and Statistical Appendix.

T Assumes that short-term debt outstanding in 2019 and 2020 will be refinanced with new short-term debt maturing in 2020 and 2021, respectively. Countries
projected to have budget deficits in 2019 or 2020 are assumed to issue new debt based on the maturity structure of debt outstanding at the end of 2018.

2 Data refer to the general government on a consolidated basis. Data are from staff estimates and not based on Ministry of Finance data for upcoming amortization.
3 For cross-country comparability, expenditure and fiscal balances of the United States are adjusted to exclude the imputed interest on unfunded pension
liabilities and the imputed compensation of employees, which are counted as expenditures under the 2008 System of National Accounts (2008 SNA) adopted
by the United States, but not in countries that have not yet adopted the 2008 SNA. Data for the United States in this table may thus differ from data published

by the US Bureau of Economic Analysis.

servant salaries, and pensions in Turkey. In Pakistan, the
overall deficit was 2% percentage points of GDP looser
than budgeted, owing to underperforming revenues
and expenditure overruns related to the political cycle.
In contrast, overall deficits declined in Argentina and
Egypt by 1%2 and 1 percentage point of GDP, respec-
tively, largely from higher VAT collection and increased
export taxes. In Brazil, the overall deficit also declined
by 1 percentage point of GDP as a result of a reduc-
tion in net interest payments, while the primary deficit
remained broadly unchanged at 1% percent of GDP. In
India, the general government deficit declined by 5 per-
centage point of GDP in fiscal year 2018/19, although
a recently announced farm-income-support program

12 International Monetary Fund | April 2019

alongside weaker-than-expected goods and services tax
revenues led to a deterioration relative to the previous
central government budget outturn.

The general government debt-to-GDP ratio for the
group rose by 25 percentage points in 2018 to almost
51 percent of GDP on average, a level not seen since
the early 1980s. More than half of those countries saw
debt rising in 2018, and almost a fifth had debt ratios
exceeding 70 percent of GDP—the threshold beyond
which debt sustainability is considered at high risk
for emerging market economies. The rise in debt was
mainly driven by currency depreciations against the
US dollar and the increase in government borrowing
costs. The sharp depreciation against the US dollar



Figure 1.13. Emerging Market and Middle-Income
Economies: General Government Overall Balance,

2012-24
(Percent of GDP)

After narrowing in the past three years, the average overall
deficit is projected to widen in 2019.
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Source: IMF, World Economic Outlook database.
Note: EMMIEs = emerging market and middle-income economies.

led to a spike in government debt in countries with
high exposure to foreign-currency-denominated debt
(Angola, Argentina) (Figure 1.14, left side). As global
financial conditions tightened in 2018, interest rates
on sovereign bonds denominated in US dollars rose

Figure 1.15. Emerging Market and Middle-Income
Economies: Sovereign 10-Year US Dollar Bond Yields,

2018-19
(Percent)

Tighter financial conditions in 2018 led to an increase in bond
yields in large emerging markets.
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Source: Bloomberg Finance L.P.
Note: AEs = advanced economies; EMMIES = emerging market and
middle-income economies; G20 = Group of Twenty.
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Figure 1.14. Emerging Market and Middle-Income
Economies: Drivers of Change in General Government

Debt, 2017-18
(Percent of GDP)

Exchange rate and interest rate shocks boosted debt ratios in
several countries with debt vulnerabilities.

07 Lett _|_ Right = Primary deficit -2
scale scale * Stock-flow adjustment 15
40- = Nominal interest rate
° Inflation 10
O m ® I O -5
— = |
--5
-20-
m Real GDP --10
_40- Nominal exchange rate
e Change in debt-to-GDP ratio - —15
—60 1 1 1 1 1 1 1 _20
Argentina Turkey South Africa Mexico
Angola Brazil Indonesia

Source: IMF, World Economic Outlook database.

for several large emerging markets that rely on external
financing (Indonesia, Mexico, Turkey) (Figure 1.14,
right side; Figure 1.15). Risk premiums, measured by
the spreads over 10-year US Treasury yields, have risen

by 40 percent on average in selected economies since

Figure 1.16. Emerging Market and Middle-Income
Economies: Sovereign Spreads over 10-Year US

Treasury Bond Yields, 2018-19
(Index = 100 for January 1, 2018)

Spreads have widened in many emerging markets over the past
year.
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Note: bps = basis points; EM = emerging market. Data labels in the figure
use International Organization for Standardization (ISO) country codes.
TActual sovereign spreads as of March 29, 2019.
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Figure 1.17. Emerging Market and Middle-Income
Economies: General Government Revenue,

1998-2018
(Percent of GDP)

Revenue has remained broadly flat since 2010, despite a drop in
nontax revenue of oil exporters.
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Source: IMF, World Economic Outlook database.
Note: EMMIES = emerging market and middle-income economies.

the beginning of 2018, in part driven by deteriorating
investor confidence (Figure 1.16). For economies that
are less reliant on global market financing or issue debt
largely in local currency (Brazil, India, South Africa)
domestic financial conditions also tightened in 2018.
Thus, many economies saw rising interest burdens,
which exceeded 20 percent of total revenue in 2018 in
Egypt, Pakistan, and Sri Lanka. As a result, emerging
market economies have become vulnerable to rollover
risks if they face large financing needs (see Table 1.4).
Fiscal developments in 2018 did not reverse the
structural revenue and spending trends of the past
decade. Tax-to-GDP ratios remained flat on aver-
age (Figure 1.17), while spending rigidities on wage
bills and transfers continued to crowd out public
investment (Figure 1.18). Of note, nontax revenues
increased in non-oil exporters since 2012, largely
reflecting gains from improved administration of the
social security system in China. This was offset by a
decline in nontax revenues among oil exporters during
2012-15, partly because of lower dividends from
state-owned oil companies. Meanwhile, expenditures as
a share of GDP have declined in oil exporters, reflect-
ing both current and capital spending cuts, but have
continued to rise across most categories for non-oil
exporters, apart from investment spending, which has
remained low over the years (Figure 1.19).
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Figure 1.18. Emerging Market and Middle-Income
Economies: General Government Expenditures,

1998-2018
(Percent of GDP)

Total expenditure has increased following the global financial
crisis, but investment continued to fall.
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Source: IMF, World Economic Outlook database.

Figure 1.19. Emerging Market and Middle-Income
Economies: Change in General Government

Expenditures, 2012-18
(Percent of GDP)

Spending on social benefits and interest increased substantially
since 2012.
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FISCAL POLICY FOR A CHANGING GLOBAL ECONOMY

Table 1.4. Selected Emerging Market and Middle-Income Economies: Gross Financing Needs, 2019-20

(Percent of GDP)
2019 2020
Maturing Budget Total Financing Maturing Budget Total Financing

Debt Deficit Need Debt Deficit Need
Argentina 12.7 2.7 15.3 8.4 1.5 9.8
Brazil 7.7 7.3 15.0 12.6 7.0 19.5
Chile 0.6 1.8 2.4 1.2 15 2.7
Colombia 2.3 2.6 4.9 1.6 1.0 2.7
Croatia 8.6 0.0 8.7 8.4 0.1 8.3
Dominican Republic 3.6 3. 6.7 3:2 3:8 6.5
Ecuador 5.6 0.0 5.6 6.1 -3.8 2.3
Egypt 28.0 8.6 36.6 25.9 6.5 32.4
Hungary 13.6 1.9 15.5 13.2 1.9 15.1
India 3.8 6.9 10.7 3.7 6.6 10.4
Indonesia 1.9 1.8 3.8 1.7 1.8 3.5
Malaysia 7.0 3.0 10.0 6.5 2.5 9.1
Mexico 7.6 2.5 10.1 7.9 2.4 10.3
Morocco 2.9 3.7 9.1 55 &3 8.7
Pakistan 35.1 7.2 42.3 37.2 8.7 46.0
Peru 2.5 1.9 4.4 2.4 1.3 3.7
Philippines 3.1 1.2 43 2.9 14 43
Poland 5.7 2.2 7.9 5.0 3.1 8.1
Romania 42 3.8 8.0 3.8 41 8.0
Russia 1.3 -1.0 0.4 1.2 -0.8 0.4
South Africa 9.0 5.1 14.0 8.6 5.1 13.7
Sri Lanka 13.5 4.6 18.1 12.0 8.5 15.5
Thailand 5.3 0.1 5.4 5.2 0.7 5.9
Turkey 3.9 3.1 71 4.7 3.5 8.1
Ukraine 5.7 2.3 8.1 6.0 2.3 8.3
Uruguay’ 15.2 2.7 17.9 17.1 2.6 19.7
Average 6.1 3.8 9.9 6.5 3.6 10.2

Source: IMF staff estimates and projections.
Note: Data in the table refer to general government data. For some countries, general government deficits are reported on an accrual basis. For country-

specific details, see “Data and Conventions,” and Table C in the Methodological and Statistical Appendix.
1 Data correspond to the consolidated public sector (as presented in the authorities’ budget documentation), which includes the nonfinancial public
sector, local governments, Banco Central del Uruguay, and Banco de Seguros del Estado.

The overall deficit is expected to increase in 2019
before gradually declining over the medium term,
but debt is expected to continue trending up (see
Table 1.5 on the fiscal outlook in selected emerg-
ing market and middle-income economies in 2019
and beyond).

* The increase in the 2019 general government
deficit is largely driven by the projected stimulus
in China (about 1% percentage point of GDP) to
mitigate the growth slowdown, and partly by the
deteriorating fiscal positions among oil exporters—
particularly Russia and Saudi Arabia—that are
expected to face lower oil revenues and plan to
increase spending. In contrast, several countries

plan fiscal adjustment through expenditure rational-

ization or increased tax revenue (Argentina, Egypt,

Malaysia, Turkey).

* The medium-term adjustment is expected to rely

on spending restraint (over 1 percentage point of
GDP by 2024) without mobilizing higher reve-
nues. Countries aim to contain current spending,

including pensions and the wage bill (Brazil), while

protecting capital spending (India) or increas-

ing it (Indonesia). Overall investment spending

is expected to edge up steadily (cumulatively by
V5 percentage point of GDP by 2024), albeit

decline in oil exporters. Meanwhile, total revenues

as a share of GDP are expected to further decline

over the medium term. For oil-exporting coun-

tries, this reflects the expected moderation of oil
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Table 1.5. Selected Emerging Market and Middle-Income Economies: Fiscal Qutlook in 2019 and over the
Medium Term

Argentina

Brazil

China

India

Indonesia

Mexico

Russia

Saudi Arabia

South Africa

Turkey

The authorities plan a zero-primary balance in 2019 at the federal level by raising taxes on exports, drawing down assets
of the national pension fund, scaling down energy subsidies, and reducing other non-entitlement spending. Medium-
term budget projections foresee a primary surplus of 1 percent of GDP by 2020.

To comply with the constitutional expenditure ceiling, the authorities plan to implement pension reform and contain
personnel spending. However, even complying with the constitutional spending ceiling, IMF staff projections are for
public debt to continue increasing to just below 100 percent of GDP in 2024.

The government plans a more proactive fiscal stance for 2019 that would include reductions in the value-added, personal
income, and corporate income tax rates. General government debt is projected to rise over the medium term to over 72
percent of GDP by 2024.

The interim federal government budget of February 2019 envisages a slower pace of adjustment than previously planned,
primarily due to the newly announced rural farm income-support scheme. IMF staff projections are that the achievement
of the federal government deficit target of 3 percent of GDP will likely be delayed and that the debt target of 40 percent of
GDP will be achieved after 2024.

The authorities intend to keep the deficit unchanged at 1.8 percent of GDP in 2019 and increase tax revenue by at least
3 percentage points of GDP in five years through tax policy and administration reforms. Extra revenue is to be spent on
infrastructure, health, education, and structural reforms. In the medium term, public debt is projected to remain below
30 percent of GDP.

The government targets a public sector borrowing requirement of 2% percent of GDP in 2019—corresponding to a general
government primary surplus of more than 1 percent of GDP—which would fall slightly over the medium term and stabilize
the public debt around its current level. The 2019 budget envisages significant expenditure reallocation, including public
wage cuts and higher investment in the energy sector.

The government temporarily relaxed its fiscal rule, by allowing a primary deficit of % percent of GDP at the benchmark
oil price for the next six years. The authorities increased the main value-added tax rate in January 2019 and plan to
increase spending by about 1 percentage point of GDP per year (half to be spent on infrastructure, and half on health,
education, and other current spending).

The government’s medium-term fiscal plan envisages a balanced budget by 2023, with increased spending on infrastructure
development offset by continued non-oil revenue and energy price reforms after 2019. IMF staff projections are for
continued fiscal deficits through 2024 reflecting lower oil prices and higher spending than envisaged by the authorities.

The government’s medium-term budget envisages a widening of the overall deficit to 4.5 percent of GDP in 2019 to
accommodate financing for the public utility Eskom, before declining to 4 percent of GDP over the medium term. IMF
staff projections suggest that additional consolidation in the next few years would be needed to stabilize the public debt
well below 60 percent of GDP.

The government’s medium-term fiscal plan projects the overall deficit to remain below 2 percent of GDP through
2019-21, helped by spending cuts, including on public investment. IMF staff projections are that the overall deficit will
gradually fall below 3 percent of GDP by 2024 and that debt will remain below 30 percent of GDP over the medium term.

Sources: IMF, World Economic Outlook database; and IMF staff reports.

prices, whereas non-oil revenue is expected to pick of commodity exporters more than offset the slight
up in some cases (Kuwait, Russia). The projected deterioration in non—commodity exporters” balances
improvement in the overall fiscal balance of emerg- (Figure 1.20). Higher commodity prices in the first
ing market and middle-income economies will half of 2018, particularly for oil, boosted revenue
not be sufficient to stabilize debt over the medium in oil exporters. Commodity exporters used half the
term, particularly in non—oil-exporting countries increased fiscal space to cover additional spending on
(Brazil, China). interest and other recurrent activities and the other

Low-Income Developing Countries: Fiscal

half for deficit reduction. Non—commodity exporters’
balances slipped further as overall expenditures rose
slightly faster than revenues (Figure 1.21).

Expansion Slows In 2018, weighted-average expenditures increased by
The overall fiscal deficit in low-income developing 15 percentage point of GDP in low-income developing

countries tightened slightly in 2018 to 4 percent of countries, including % percentage point of GDP in

GDP. An improvement in the average overall deficit commodity exporters. Nigeria increased spending on
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Figure 1.20. Low-Income Developing Countries:

General Government Overall Balance, 2012-24
(Percent of GDP)

The average fiscal deficit has bottomed out in low-income
developing countries.
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Source: IMF, World Economic Outlook database.
Note: LIDCs = low-income developing countries.

capital projects while implicit fuel subsidies rose amid
higher oil prices; and Ghana increased its spending

by more than 3% percentage points of GDP in large
part to address banking sector problems. Among non—
commodity exporters, significant increases in recurrent
spending (Bangladesh) or transfers (Nepal) and capital

Figure 1.22. Low-Income Developing Countries:

Change in General Government Expenditures, 2012-18
(Percent of GDP)

Interest expense has crowded out investment.
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Source: IMF, World Economic Outlook database.
Note: LIDCs = low-income developing countries.
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Figure 1.21. Low-Income Developing Countries:

General Government Revenue and Expense, 2012-24
(Percent of GDP)

In line with commodity price developments, revenues and
expenditures rose notably in commodity exporters in 2017-18.
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Source: IMF, World Economic Outlook database.

investments (Moldova, Nepal, Rwanda, Uganda) were
partially offset by investment cuts in other coun-
tries (Ethiopia, Honduras, Kenya, Kyrgyz Republic).
Between 2012 and 2018, the expenditure compo-
sition of low-income developing countries shifted
away from public investments that could support
long-term growth to servicing existing debt burdens
(Figure 1.22). For the group, the proportion of tax rev-
enue spent on servicing debt increased by 7 percentage
points between 2012 and 2018 to 19%2 percent, and
increased particularly sharply in Bangladesh, Kenya,
Nigeria, and Zambia (Figure 1.23). In Ghana, interest
expenditures consume about 40 percent of domestic
tax revenue.

Public debt rose further in 2018 and reached
45 percent of GDP. As in prior years, debt drivers
varied considerably across countries. General gov-
ernment debt increased by more than 2 percentage
points of GDP in Bangladesh (deficit and exchange
rate depreciation), Ethiopia (deficit and financial
asset accumulation to prefinance public investment),
Ghana (deficit and exchange rate depreciation),
Kenya (deficit), and Nigeria (deficit), and by close to
10 percentage points of GDP in Zambia (deficit and
exchange rate depreciation). The share of low-income
developing countries in debt distress or at high risk
of debt distress increased by almost a half from 2012
to 43 percent in 2018 (Figure 1.24).
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Figure 1.23. Low-Income Developing Countries:

General Government Interest Expense, 2012-18
(Percent of tax revenue)

As debt levels rise, interest payments are consuming evermore
tax revenue.
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The average headline fiscal deficit is projected to
remain broadly unchanged in 2019 among both com-
modity and non—commodity exporters. In several non—
commodity exporters headline deficits are expected to
widen owing to higher spending on social programs
(Uzbekistan) and capital investments (Kyrgyz Repub-
lic, Madagascar, Uganda). However, this widening

Figure 1.24. Low-Income Developing Countries:

Risk of Debt Distress, 2012 and 2018
(Percent of total countries)

Over 40 percent of countries face a high risk of debt distress or
are in debt distress.
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will be offset by fiscal adjustment in other countries,
through cuts in non-investment spending (Senegal)
and income tax and revenue administration measures
(Benin, Nepal). The headline fiscal deficit in Ethiopia,
on the other hand, is expected to remain unchanged
in 2019-20 as foreign-financed projects are curtailed.
Among commodity exporters, the narrowing headline
deficits in Cote d’Ivoire (as current spending growth
is kept below GDP growth) and Ghana (as spending
on bank resolution diminishes) will counterbalance a
deterioration in Nigeria’s fiscal balance caused by lower
projected oil revenues.

General government debt is expected to trend down
after 2019 if deficits decline as projected (Figure 1.25),
largely through expenditure control. However, given
large spending gaps to meet the SDGs, there is
some tension associated with expenditure-based debt
stabilization. At the same time, continued reliance
on non-concessional financing in many countries
(Cébte d'Ivoire, Ethiopia, Ghana, Kenya, Senegal)
could add to their debt vulnerability if the proceeds
are not properly managed to generate growth and
repayment capacity. In Nigeria, non-interest spend-
ing growth is expected to align with revenue growth,
while expenditures in Bangladesh are expected to
contract by about 1 percentage point of GDP between
2018 and 2024, because of gradual winding down of
large infrastructure investment and current spending

restraint. Tax collections are projected to be rela-

Figure 1.25. Low-Income Developing Countries:

General Government Gross Debt, 2012-24
(Percent of GDP)

The pace of debt accumulation slowed in 2018, following three
years of rapid increase.
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tively level in terms of GDP over the period, with an
increase in tax revenue for non—commodity produc-
ers (Kenya, Ethiopia) offsetting a fall for commodity
producers (Nigeria). Several countries plan to focus on
reforms to improve public investment management
(Kenya, Uzbekistan) as part of their medium-term
fiscal adjustment planning.

Risks to the Fiscal Outlook

Many of the risks outlined in the April 2018 Fiscal
Monitor have materialized: rising tariffs and trade
policy uncertainty have weighed on global growth and
fiscal prospects; reduced social and political cohesion
has delayed fiscal adjustment in several advanced econ-
omies; higher borrowing costs and US dollar appreci-
ation have contributed to deteriorating debt dynamics
in vulnerable emerging market and frontier market
economies with high external and foreign currency
debt; and oil price volatility has increased uncertainty
in revenues for oil exporters and in energy bills for
oil importers.

Looking ahead, fiscal risks have intensified amid an
increase in policy uncertainty and market volatility
(Figure 1.26). Key sources of risk include weaker global
growth because of a further escalation in trade tensions
and continued deterioration in investor sentiment, in
particular from a sharper slowdown in China; tighter
[financial conditions resulting from stress on vulnerable
sovereigns as well as leveraged firms and households;
large swings in oil prices, which would have a differ-
ential impact on fiscal outturns in oil exporters and
importers; and contingent liabilities triggered by any of
these factors.

* Weaker nominal growth: As noted in Chapter 1 of
the April 2019 Warld Economic Outlook, failure

to reach a negotiated resolution of existing trade

tensions between the United States and China

could sharpen the recent global slowdown, wors-
ening fiscal accounts amid limited policy space.

Relatedly, weaker-than-expected growth in China

could negatively affect activity in trading partners

as well as global commodity prices and could also
prompt China to undertake a larger fiscal stimulus.

In the United Kingdom and, to a lesser extent, the

European Union, failure to ratify an agreement

for an orderly Brexit could disrupt the smooth

functioning of goods, labor, and financial markets,

potentially prompting a stimulus in response. With
weaker growth, policy rates would be lower, but risk

CHAPTER 1  FISCAL POLICY FOR A CHANGING GLOBAL ECONOMY

Figure 1.26. Global Economic Uncertainty Indices,
2017-19

Economic policy uncertainty and financial market volatility are at
their highest levels in two years.
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premiums could be higher as corporate earnings and
credit quality decline. If, however, trade disputes are
resolved, and market sentiment recovers, growth and
fiscal outturns could rise above the baseline forecast.

* Tighter financial conditions: Alternatively, as outlined
in Chapter 1 of the April 2019 Global Financial
Stability Report, while major central banks have
paused the process of monetary normalization,
financial conditions could tighten unexpectedly
from a sudden change in risk sentiment due to
factors other than weak growth. A sharp tightening
of financial conditions caused by risk aversion across
investors could expose high-debt emerging market
and frontier economies to debt service, refinancing,
and exchange rate risks (Box 1.1). In Italy, sustained
high sovereign spreads would weigh on growth,
fiscal, and banking prospects, while renewed stress
through a spike in borrowing costs could spill over
to other countries in the region.

* Commodity price volatility: Commodity prices are
projected to remain low relative to recent peaks
(Figure 1.27). In oil markets, slowing global demand
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Figure 1.27. Commodity Price Outlook, 2004-24
(Oil: US dollar per barrel; non-oil: 2016 = 100)

Commodity prices have shown large swings, creating further
uncertainty.
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could reduce oil prices further, whereas rising
political tensions in the Middle East, or supply cuts
by the Organization of the Petroleum Exporting
Countries, pose an upward risk to prices. Lower oil
prices would worsen the fiscal position in oil export-
ers directly through lower commodity revenues and
indirectly through weak activity, affecting both oil
and non-oil sector growth, while improving the
fiscal position in oil importers, on average.

* Contingent liabilities: Weaker global growth, tighter
financial conditions, and a pullback in private
investment induced by policy uncertainty could lower
profitability in public and private corporations, espe-
cially those with high external and foreign currency
debt as well as non-transparent financing agreements.
Persistently lower oil prices could also lower the
profitability of state-owned energy companies in oil
exporters. In that event, recapitalizations or debt
assumption of distressed financial and nonfinancial

corporations could also weaken public balance sheets.

The next section outlines the policy recommenda-
tions under the baseline forecasts and discusses the pol-
icy options available should downside risks materialize.

Setting the Right Course for Fiscal Policy
Preparing for the Next Downturn

Public debt remains elevated in advanced economies

and has grown in emerging market and developing
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economies. The associated vulnerabilities could limit

the ability of many advanced and emerging market and

middle-income economies to pursue countercyclical
policies in the event of a major economic downturn.

Where growth remains favorable in these countries,

growth-friendly fiscal adjustment is still appropriate

to make room to manage the next downturn. The
size, pace, and composition of adjustment will need
to be tailored to country circumstances, such as the
unemployment rate, excess capacity, and access to
financial markets, to balance growth and sustain-

ability objectives. Where growth is slowing toward a

lower potential rate, policymakers should prioritize

growth-enhancing expenditures. Should the down-

side risks outlined earlier materialize in the form of a

major cyclical downturn, fiscal stimulus could com-

plement monetary easing where there is policy space.

For low-income developing countries, efforts to boost

revenue would help stabilize high public debt and

provide resources to aggressively pursue their develop-
ment objectives.

In advanced economies, fiscal restraint is appropriate
for most countries with high debt levels to provide
room for countercyclical policies during the next
downturn. In addition, pressure on expenditures from
an aging population add to the argument for fiscal
prudence. Efforts to gradually rebuild buffers would
also help keep interest bills in check, thereby freeing
resources for growth-friendly uses or further debt
reduction over the medium term. Those countries
with fiscal space should draw on it wisely to acceler-
ate growth-enhancing reforms and adapt to changing
trends in the global economy.

* High-debt economies should pursue gradual fiscal
adjustment (Canada, France, Japan, Spain, United
Kingdom, United States), especially in view of
fiscal balances remaining below long-term debt
stabilizing levels, unless there are signs of a major
economic downturn. The need for adjustment is
particularly relevant if spreads remain high and
financing needs are large (Italy). Signaling the
intention to credibly reduce debt over the medium
term and taking high-quality measures to do so
(for example, reforming pensions in Italy and social
security and healthcare programs in the United
States) will be important to address any drag on
growth from the debt overhang. In the euro area,
better compliance with and enforcement of the EU
fiscal rules would help reduce fiscal vulnerabilities
and preserve the credibility of the common fiscal



framework.® In Japan, despite very high public
debt, maintaining a neutral fiscal stance during
2019-20 is advisable to support growth momen-
tum and reflation. Japan’s public debt is, however,
unsustainable under current policies and will start
to increase again amid rapid aging and depopula-
tion beyond the medium term. Thus, starting in
2021, an annual consolidation of ¥ percentage
point of GDP in the structural primary balance
could stabilize public debt below the current level
of 235 percent of GDP by 2030.

Where there is fiscal space, fiscal policy should
strive to boost aggregate demand if slack remains. In
Korea, besides allowing for automatic stabilizers to
operate in 2019, frontloading the planned increase
in spending is warranted to tackle sluggish growth.
In Australia, if the growth slowdown in late 2018
worsens in 2019, discretionary infrastructure spend-
ing could be used to boost growth momentum, as
well as to reduce infrastructure gaps.

Several advanced economies operating above poten-
tial and enjoying low public debt could pursue fiscal
reforms to raise potential GDP. In Germany, the
general government fiscal buffer in relation to the
EU fiscal rules remains large. This gives room for
forceful policy action, beyond the expansion that is
already planned, especially if the current weakness
in activity persists. With a focus on investment in
physical and human capital, this could boost poten-
tial growth. In the Netherlands, more ambitious
fiscal reforms, such as further reducing labor income
taxes and increasing public spending on research
and development and lifelong learning, could raise
potential output while leaving an ample fiscal buffer
to address demographic pressures.

In emerging market and middle-income economies, debt
vulnerabilities, volatile oil prices, and the risk of tighten-
ing financial conditions call for fiscal restraint but lim-
ited fiscal support could be warranted in a few countries
where demand is weak and there is some fiscal space.

* Among non-oil exporters, those with no fiscal space

(Argentina, Brazil) should continue consolidating

to put debt on a firm downward trend. Improving

fiscal sustainability is imperative in Argentina and

Brazil to contain financing risks, which prevails over

demand support. Among those with limited fiscal

8At the same time, the EU fiscal rule framework should be
reformed to make the rules simpler and more enforceable (Andrle
and others 2015; Eyraud and others 2018).
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space, a faster pace of consolidation is affordable in
India given an expected acceleration in growth, and
it is necessary in South Africa to stabilize debt at a
lower level than currently projected. Nevertheless,
well-designed social transfers and productive infra-
structure investment should be protected.

Where there is some fiscal space and also the risk of
a sharper growth slowdown (China, Turkey), fiscal
policy should carefully balance stabilization and sus-
tainability objectives. China should adopt a targeted
high-quality stimulus to facilitate rebalancing, com-
plemented by continued efforts on deleveraging and a
credible medium-term consolidation plan (Box 1.2).
In Turkey, automatic stabilizers should be allowed

to operate in the near term, while improvements in
fiscal transparency would help identify the scope for
discretionary stimulus if additional support is needed.
Among oil exporters, consolidation is planned

and should continue at an appropriate pace, also
balancing growth, equity, and sustainability objec-
tives. Mexico and Russia could aim for faster consoli-
dation to better deal with demographic pressures and
raise intergenerational equity. Countries with available
fiscal space and weak non-oil growth (Kuwait, United

Arab Emirates) can afford to adjust gradually, while
saving any revenue windfalls if oil prices rise. More
broadly, oil exporters, particularly in the Gulf region,
need to support the development of the non-oil and
private sector to diversify and mobilize revenue, and
to reduce large public-sector wage bills. In addition,
energy subsidies should be eliminated (for example,
in Gulf countries and Indonesia) to make room for
social and productive spending.

In low-income developing countries, fiscal policy
should focus on supporting long-term growth and
development objectives. The estimated resources
needed to achieve high development outcomes by
2030 in developing and emerging market economies
are immense (Figure 1.5). Efforts to boost revenues,
improve spending quality, and better manage debt
burdens will be critical to meeting these objectives.

* Noncommodity exporters with high debt should
pursue gradual adjustment to reduce financing risks
and lower macroeconomic vulnerabilities. In Kenya,
an adjustment of 3 percentage points of GDP over
the next two fiscal years, including revenue measures,
is recommended to keep public debt on a downward
trajectory. In Vietnam, more ambitious revenue-based

fiscal consolidation than currently planned is required
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to ensure long-term debt sustainability. Noncommod-
ity exporters with low to moderate debt ratios should
strive to keep debt stable while pursuing revenue and
expenditure reforms that support development. For
Bangladesh, this implies keeping spending growth

in line with the revenue increases, while carrying
through with reforms to boost tax revenue. In Myan-
mar and Tanzania, a low risk of debt distress allows
for a fiscal deficit of 4 percent over the medium

term to support social and infrastructure develop-
ment objectives.

* In commodity exporters with high debt vulnerabilities
the focus should be on growth-friendly adjustment.
For Ghana this means running a positive primary
budget balance and building the domestic tax revenue
base. Commodity exporters not facing debt distress
can afford a more gradual adjustment. In Nigeria,
fiscal consolidation based on non-oil revenue mobi-
lization is necessary over the medium term to make
room for priority expenditure. For Céte d’Ivoire,
streamlining the still-substantial tax exemptions as
well as containing broader fiscal risks associated with
public enterprises and public-private partnerships is
key to building the much-needed fiscal space.

Should downside risks materialize in the form of a
major slowdown in growth, countries will have less
fiscal space to respond than they had during the global
financial crisis. Fiscal stimulus would have potency in
the presence of prolonged slack and monetary pol-
icy near the effective lower bound, though it may be
feasible only in countries without substantial public debt
vulnerabilities. Given the potential for implementation
lags in fiscal policy, policymakers also need to plan
policy actions to support demand in advance of the
actual realization of a major slowdown. At a minimum,
automatic stabilizers should be allowed to work—
without discretionary measures to offset the impact on
the deficit—for those that have fiscal space.? Where
output falls substantially below potential, fiscal adjust-
ment could be back-loaded or fiscal stimulus could be
pursued in tandem with monetary easing. Any discre-
tionary fiscal expansion, however, should consider the
quality of revenue and expenditure measures employed
to ensure the effectiveness of the stimulus. If a severe

9To reduce the problem of lags in providing fiscal support, consid-
eration could be given to designing better automatic stabilizers—for
example, pre-legislated support conditional on observable mea-
sures such as a decline in job creation below a given threshold (see
Blanchard, Dell’Ariccia, and Mauro 2010 for a review).
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downside scenario were to materialize, in the euro area
available monetary policy tools could be complemented
with fiscal easing by countries that have appropriate fis-
cal space and financing conditions. A synchronized fiscal
response, albeit appropriately differentiated across mem-
ber countries, can strengthen the area-wide impact.!?

Adapting to Global Trends

Reforms to adapt to global trends, including shift-
ing demographics, technological advances, and global
economic integration, will require inclusive and
growth-friendly fiscal adjustments or budget recomposi-
tion, as well as multilateral cooperation. Reprioritization
of expenditures, particularly in economies with public
debt vulnerabilities, will be imperative to create room
for reforms within existing budget envelopes. This
implies cutting wasteful spending, such as untargeted
energy subsidies, containing rigid recurrent spending,
such as wage bills, channeling resources to investment
and social spending to build infrastructure and skills fit
for the future, and providing better services and equal
opportunities for all. Public financial management
reforms could also improve spending efficiency and
should be accompanied by efforts to mobilize revenues
in emerging market and low-income developing econo-
mies through tax policy and administration reforms. Tax
policy reforms in advanced economies should be geared
toward fostering efficiency and a more equitable distri-
bution of disposable income. International cooperation
on global public policy issues, such as corporate taxa-
tion, climate change, corruption, and more generally, on
achieving the 2030 SDGs, could amplify and spread the

gains from reforms.

Expenditure Reprioritization and Efficiency

Shift Expenditures to High-Quality Investment in
Physical and Human Capital

Reprioritizing public spending toward infrastructure
investment can boost growth (see Chapter 3 of the
October 2014 World Economic Outlook) and support
inclusion through its positive impact on education
and health outcomes (Agénor 2013). Yet the stock of
public capital (a proxy for infrastructure capital) as a
share of output trended downward across advanced,
emerging market, and developing economies in the
two decades preceding the global financial crisis and

Indeed, these are circumstances when a central fiscal capacity
to provide euro-area-wide stimulus would be beneficial (Arnold and
others 2018).
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Figure 1.28. Public Capital Stock and Investment, 1995-2015

(2001 PPP adjusted, in percent of GDP)

Over the past decade, gross public investment has been insufficient to expand the public capital stock.
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has plateaued following the stimulus-driven investment
spending increase during the crisis (Figure 1.28).

In emerging market and developing economies
with growing and urbanizing populations, more and
better-quality infrastructure is also critical, to support
urban transportation, energy, and water and sanitation
networks (India, Indonesia). In addition, in many of
these economies increased investment in digital infra-
structure is needed to create an environment in which
the technology sector can thrive. Internet usage rates are
well below those in advanced economies (Figure 1.29).
In sub-Saharan Africa, investment needs in digital
communication are estimated at $4 billion to $7 billion
a year (0.2 to 0.4 percent of the region’s GDP) (Abdy-
chev and others 2018). More broadly, delivering high
performance on SDGs related to core infrastructure
(that s, electricity, roads, and water) will require addi-
tional spending in 2030 of 4 and 9 percent of GDP in
emerging market economies and low-income developing
countries, respectively (Gaspar and others 2019), as well
as policy measures that facilitate private sector involve-
ment. By inviting private participation in infrastructure
development, public-private partnerships can help
improve public services. Yet strong governance institu-
tions are needed to manage risks and avoid unexpected

costs from these partnerships.!!

"To use public-private partnerships wisely, governments should
(1) develop and implement clear rules for their use; (2) identify,
quantify, and disclose their risks and expected costs; and (3) reform

Improving the quality of infrastructure investment mat-
ters as much as increasing its size. A significant share of
investment—an estimated 30 percent, on average—is lost
due to inefficiencies, with larger losses in emerging market
and developing economies (IMF 2015a), including from
vulnerabilities to corruption in infrastructure provision
(see Chapter 2). The reforms necessary to improve
investment efficiency frequently cover project planning,
allocation, and implementation phases. For example,
Nigeria should strengthen project appraisal and selection
processes, cash disbursement practices, and coordination
of states capital investment; in Vietnam, improvements
are required in spending allocation and coordination to
avoid persistent delays and project overruns. In emerg-
ing market economies such as India and Indonesia, as
infrastructure investment is scaled up the focus should
be on improving public financial management, including
planning coordination among agencies, within-year bud-
get execution, and implementation capacity.

Expenditure reprioritization and efficiency are also
required to support human capital development and facil-
itate equal opportunities for all. Creating a workforce fit
for the future requires meeting the growing demand for
advanced cognitive skills, an ability to work with others,
and adaprability (World Bank 2019). At the same time,
policies aimed at human capital formation, such as access
to quality education and healthcare, can improve the dis-

budget and government accounting frameworks to capture all fiscal
costs comprehensively (Irwin, Mazraani, and Saxena 2018).
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Figure 1.29. Individuals Using the Internet, 1990-2016
(Percent of population)

Internet usage in developing economies lags the rest of the
world.
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tribution of market income by providing equal opportu-

nities (see the October 2017 Fiscal Monitor). In emerging

market and developing economies, delivering high
performance on SDGs related to education and health-

care services will require additional spending in 2030

of 8 and 12 percent of GDD, respectively (Gaspar and

others 2019). Similarly, more accessible and flexible social

safety nets could provide insurance against the growing
informality of work arrangements and the job churn asso-
ciated with rapid technological progress. Efficiency gains
can also be leveraged to obtain more value from public
investment in education and healthcare. Among emerging
market and developing economies, those in the bottom
quartile of efficiency could raise healthy life expectancy
by up to five years by addressing inefficiencies in public

health spending (Grigoli and Kapsoli 2018).

* Education and training measures could move toward
pre-emptive acquisition of new skills (“lifelong learn-
ing”) (World Bank 2019). For example, Singapore
offers unconditional grants to all adults for training
throughout their working lives. Tax deductions for
training those already in the workforce, such as in
the Netherlands, and portable individual learning
accounts, as in France, could help remove barriers to
lifelong learning. Likewise, it is critical to help workers
adapt to the transition arising from new technologies
(see Chapter 3 in the April 2017 World Economic
Outlook). Chile plans to address skill mismatches by
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establishing targeted scholarships and creating new
technical institutes. South Africa should improve
teacher training, strengthen their accountability, and
align training with evolving business requirements.
Colombia should further expand higher-education
coverage by supporting access for low-income students
and improve the quality of education. In Bangladesh,
Indonesia, and Uganda, initiatives that promote tech-
nical and vocational training should be strengthened
to develop skills for better job opportunities.

* Social protection could be strengthened and adapted
to evolving labor market realities in advanced econ-
omies by making social benefits more portable, as in
most Nordic countries IMF 2018). In Korea, where
there is ample fiscal room, more generous unemploy-
ment benefits would give the temporarily unemployed
time and resources to adapt to technological changes.
In Singapore, introduction of universal, transparent,
and time-bound unemployment insurance would
complement existing policies on lifelong learning,
training, and reskilling. In emerging market and devel-
oping economies a major challenge is to expand safety
nets that offer some income security. As highlighted in
recent IMF staff reports, increasing coverage of social
safety net programs (Bangladesh, Zambia) would
expand opportunities for the more vulnerable and
encourage long-term human capital development.

Cut Wasteful Subsidies and Unsustainable Social
Spending

Cutting wasteful spending could create room for
the public investment in human and physical capital
necessary to adapt to a changing global economy. After
ensuring that appropriate protection for the most vulner-
able populations is in place, untargeted energy subsidies
should be cut in many advanced economies (Finland,
Italy, Latvia, Norway), emerging markets (Egypt, Kuwait,
Saudi Arabia), and developing economies (Angola, Ethi-
opia, Nigeria). Effective management of the public sector
payroll through better medium-term wage forecasting
and position-based employment systems could generate
savings in many countries (IMF 2016a). Limiting public
sector job creation (for instance in sub-Saharan Africa)
and incentivizing private sector employment could also
help contain large wage bills. Expenditure reforms to
root out corruption could improve the efficiency of pub-
lic investment and social spending (see Chapter 2).

For advanced and emerging market economies
facing fiscal pressures from aging populations, pen-
sion and healthcare reforms could also create fiscal



room. In the United States, raising the income ceiling
for payroll taxes and indexing benefits to chained
inflation would help shore up social security finances
and free fiscal resources for other priority spending.
Safeguarding the financial viability of pension systems
requires a comprehensive set of measures, including
measures to offset the implications from the recent
relaxation of pension indexation in Spain and early
retirement rules that were eased for a trial period

of three years in Italy. In Brazil, necessary measures
include increasing the retirement age, delinking

the minimum pension from the minimum wage,

and moderating the generosity of pensions (partic-
ularly for public employees). To contain healthcare
costs, Japan and the United States should adopt
efficiency-improving technology and pursue greater
cost sharing with beneficiaries.

Expand the Budget Envelope through Public
Financial Management Reforms, Revenue
Mobilization, and International Cooperation

Public Financial Management Reforms

Public financial management reforms could extend
the limited public resource envelope through efficiency
gains. In emerging market and developing economies,
enhancing debt management capacity (for instance in
Gulf countries) and reducing off-budget activities (for
instance in China and Ghana) could improve the mon-
itoring of debt levels and fiscal risks, lead to more pru-
dent debt strategies, and promote transparency. These
steps could serve to reduce the interest bill, unlocking
government resources for other expenditures. In all
countries, public financial assets can play an important
role in an economy in terms of revenue, employment,
and value added (European Commission 2019). Better
management of public sector balance sheets, in partic-
ular, nonfinancial public corporations and government
financial assets, could yield up to 3 percent of GDP a
year in additional revenue (see the October 2018 Fiscal
Monitor). This is equivalent to the average corporate
income tax revenue in advanced economies. Gains
could be even higher, as this figure does not account
for the potential returns from better management of
government nonfinancial fixed assets.

New technologies can also be employed to improve
the efficiency of government operations. Taking
advantage of the Internet, big data, and increased
connectivity, governments could improve service

delivery and strengthen governance, accountability,
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and social infrastructure. For example, technology can
enable governments to reduce the cost of tax com-
pliance, facilitate better targeting of social assistance
programs, and deliver cash transfers more efficiently
(see the October 2018 Regional Economic Outlook for
Sub-Saharan Africa). India’s Direct Benefit Transfer
program uses digital technology to provide direct
subsidies to the bank accounts of the poorest members
of society. In terms of improving government account-
ability, Slovenia has online platforms for citizens

to inform authorities about problems and monitor
their solution.

Revenue Mobilization

In emerging market and developing economies,
sustained efforts to mobilize revenues can provide
for much needed investment in human and physical
capital. Tax revenues in these countries are low relative
to those in advanced economies (Figure 1.30). There is
ample scope to increase tax revenue through measures
that broaden the tax base and improve efficiency (for
instance by shifting from direct to indirect taxation),
which can be accomplished with little impact on
growth over the long term (Dabla-Norris and others
2018; IMF 2015b). This should be predicated on
building the appropriate public financial management
institutions to channel the revenues toward produc-
tive expenditures. Removal of tax exemptions (in
sub-Saharan Africa and elsewhere, such as in Argen-
tina, China, Sri Lanka, and Turkey) and improving
administrative efficiency would yield more revenue
for priority initiatives. Sub-Saharan African countries
could raise from 3 to 5 percent of GDP in additional
revenue, on average, through reforms that improve the
efficiency of the current tax systems (see the Octo-
ber 2018 Regional Economic Outlook for Sub-Saharan
Africa). Key steps include strengthening VAT systems,
streamlining exemptions, and expanding the cover-
age of income taxes, including by tackling informal-
ity. More broadly, adoption and implementation of
carefully crafted medium-term revenue strategies that
include a combination of policy and administrative
reforms can be a useful guide to increasing revenue.
Papua New Guinea has launched its medium-term
revenue strategy, several other countries (Egypt, Lao
PD.R., Uganda) are working to develop theirs, and
several others plan to do so (Indonesia, Senegal,
Thailand).

In advanced economies, tax systems could be
reformed to ensure that the gains from technology
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Figure 1.30. Tax Revenue, 2017

Room exists to boost tax revenues in emerging market and
developing economies.

Figure 1.31. Energy Subsidies, 2017
(Percent of GDP)

Estimated energy subsidies are significant around the world.
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Source: Gaspar and others 2019.
Note: AEs = advanced economies; EMMIEs = emerging market and
middle-income economies; LIDCs = low-income developing countries.

and global integration are spread more evenly across
the population.!?

Higher tax rates for upper-income groups compared
with those in the middle yield redistributive gains that
exceed efficiency costs (Diamond 1998; Saez 2001).

Tax systems could also be adapted to the broad shift

in income from labor to capital. For instance, given
that wealth tends to be more unevenly distributed than
income, especially in the OECD countries, wealth

taxes could be considered. Most countries have room to
enhance revenues significantly from taxing inheritances,
land, and real estate (October 2017 Fiscal Monitor). As
in Korea and Lithuania, where top marginal income tax
rates have been increased in 2018 and 2019 to address
worsening income inequality, some advanced economies
(for example, Hong Kong Special Administrative Region
and Latvia) should consider increasing the top personal
income tax rate. Hong Kong Special Administrative
Region should also avoid relief on recurrent property
taxes. In Italy, wealth could be taxed through a modern
property tax on primary residences.

Pricing fuel efficiently could also gradually build
room for adaptation of fiscal policies to a changing
global economy in most countries. Global fuel subsi-
dies in 2017 were estimated at $5.2 trillion, or 6.5 per-
cent of global GDP (Coady and others forthcoming).

?Digitalization also poses challenges for tax policy and adminis-

tration (Aslam and Shah 2017).
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Source: Coady and others, forthcoming.
Notes: AEs = advanced economies; EMMIES = emerging market and
middle-income economies; LIDCs = low-income developing countries.

Raising fuel prices to efficient levels through taxes,!?

for instance, would generate additional revenue of
$3.2 trillion (4 percent of global GDP) over the long
run (Figure 1.31). To help ease the impact of higher
fuel prices, mechanisms to compensate those house-
holds most affected should be put in place beforehand.
Countries can provide compensation by scaling up
benefit levels or expanding coverage of existing assis-
tance programs, or by designing and implementing
new social safety nets (Abdallah and others 2018). For
example, measures to mitigate the impact of fuel sub-
sidy reforms—particularly on the poor—and facilitate
public support for the reforms have been employed
recently in Saudi Arabia and are recommended for
other countries (for instance, Ethiopia and Nigeria).
Transparent and extensive communication and consul-
tation with stakeholders—including information on
the size of subsidies, how they affect the government’s
budget, and how the savings will be used to improve
public services or lower taxes on households and
businesses—are also necessary to build societal support
for these desirable measures (IMF 2013).

International Cooperation

International cooperation will be critical for advanc-

ing fiscal efforts to address issues related to global

BEfHicient fuel prices are achieved by applying (1) the same con-
sumption taxes as levied on other consumption goods in general and (2)
additional taxes to reflect the supply and environmental costs of fuel.



economic integration and convergence. Multilateralism

has proven a powerful driver of strong growth, poverty

reduction, and welfare gains. It is clear that coordi-
nated fiscal stimulus helped speed the recovery from
the global financial crisis (see Chapter 4 in the October

2017 World Economic Outlook). Multilateralism can

take on the many transnational challenges that have

a bearing on national fiscal policies and that no one

government alone, or even a few governments working

together, can handle. These include taxation of mul-
tinational corporations, climate change, support for

SDGs, and corruption (see Chapter 2) (Lipton 2018).

* The taxation of multinational companies, includ-
ing highly digitalized ones, is ripe for a multilateral
approach. Several countries (Benin, France, India,
Italy, Spain, Tanzania, Uganda, United Kingdom,
Zambia) plan to or have put in place measures to
tax digital companies and their users. Uncoordi-
nated, ad hoc measures targeted to specific firms or
activities could lead to significant distortions such
as double taxation of cross-border digital activities.
Similarly, international corporate tax competition
can lead to global tax inefficiencies. Multilateral
cooperation would provide a more effective and effi-
cient approach to taxing the rents of multinational
companies (Box 1.3).

* Climate change is a worldwide, macro-critical phe-
nomenon, with a particularly severe potential impact
on low-income developing countries and small
island states (see October 2017 World Economic
Outlook Chapter 3), and large fiscal implications for
all countries. However, current mitigation pledges
submitted for the Paris Agreement are highly het-
erogeneous and imply considerable cross-country
dispersion in emission prices (IMF 2019c). For
mitigation, carbon taxation or similar pricing is the
most efficient tool, though other instruments may
have a role due to political economy, distributional,
or other factors. A carbon price floor arrangement
among large emitters could promote some degree
of price coordination while strengthening the Paris
Agreement and provide some reassurance against
losses in competitiveness. The international commu-
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Figure 1.32. Additional Spending on the Sustainable
Development Goals, Net of Increased Tax Revenue,

2030
(Billions of 2016 US dollars)

Additional spending required to make meaningful progress toward
SDGs is more than half a trillion US dollars.
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Source: Gaspar and others 2019.

nity should also help low-income developing coun-
tries build resilience to climate change, including
the development of climate-resilient infrastructure,
sustainable macro-fiscal frameworks, and transition
to cleaner energy. The commitment by advanced
economies to jointly contribute $100 billion a year
by 2020 for mitigation of and adaptation to climate
change in developing economies is an important
step to help the latter make progress on their climate
strategies.

* International financial support for low-income
developing countries is also needed to comple-
ment their efforts to meet their SDGs. The annual
spending gap to attain meaningful progress on the
SDGs related to infrastructure alone in low-income
developing countries amounts to $358 billion, even
after assuming an increase in their tax-to-GDP ratio
of 5 percentage points over the next decade (Fig-
ure 1.32) (Gaspar and others 2019).

A renewed effort to work within an improved mul-
tilateral structure would complement national policies

adapted to a fast-changing global economy.
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Box 1.1. Fiscal Implications of Potential Stress in Global Financial Markets

This box examines the effects of potential stress
in global financial markets on the public finances
of large advanced and emerging market economies.
Stress in global financial markets could emanate from
an increase in risk premiums in reaction to a decline
in investor sentiment triggered by a deteriorating
outlook (including from trade tensions) or weak policy
frameworks amidst concerns about debt in some
euro area countries. Such shocks could lead to higher
interest rates, exchange rate volatility, corrections in
stretched asset valuations (for example, equity and
real estate), and sudden international financial low
reversals. These developments would strain leveraged
companies, households, and sovereigns; worsen bank
balance sheets and profitability; and damage the public
finances of advanced and emerging market economies.

Modeling Strategy

‘The analysis is based on an extended version of
the Global Vector Autoregression models of Cashin
and others (2014); Cashin, Mohaddes, and Raissi
(2016, 2017a, 2017b); and Mohaddes and Raissi
(2018). This framework comprises 33 country-specific
models, solved in a global setting where key macro-
economic variables of each economy interact with
corresponding foreign variables (designed to capture
the international trade pattern of each country). The
model includes both real and financial variables during
1981:Q2-2018:Q2 (that is, real GDP, inflation, the
real exchange rate, short- and long-term interest rates,!
the government debt-to-GDP ratio, the primary fiscal
balance, and the price of oil), as well as an index of
financial stress in advanced economies (capturing
pressures in banking, securities, and exchange markets,
as well as risk aversion).

Fiscal Costs of Financial Stress

Stress in global financial markets—measured by a
one standard deviation positive shock to the financial
stress index (FSI)? in advanced economies—trans-

"Following Wu and Xia (2016), shadow interest rates are used
for time periods during which policy rates were at their effective
lower bounds to capture the impact of unconventional monetary
policies of advanced economies.

?The FSI for advanced economies facilitates the identification
of large shifts in asset prices (stock and bond market returns); an
abrupt increase in risk/uncertainty (stock and foreign exchange
volatility); liquidity tightening (difference between three-month
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lates into higher public debt-to-GDP ratios in most
country groups (with average effects ranging between
V5 and 1% percentage point of GDP after one year,
and large variations across each group) (Figure 1.1.1).
Debt-to-GDP dynamics largely depend on the primary
fiscal balance and the gap between inflation-adjusted
average borrowing costs and the real GDP growth rate
of the economy (the interest rate—growth differen-
tial). In response to a temporary FSI shock, real GDP
growth slows worldwide (by %-Y2 percentage point on
average) and the inflation-adjusted long-term interest
rate rises (by 10 basis points on average, and higher in
emerging market economies)—resulting in increases

in the interest rate—growth differentials. In addition,
lower revenues from weaker economic activity across
countries would lead to worse primary balances (by
0.1-0.2 percentage point of GDP on average). These
factors would worsen countries’ debt dynamics, albeit
with significant size variation across countries.

Which Countries Will Be Affected More?

‘The impact on the public finances of different
countries depends on the magnitude and duration
of the FSI shock; countries’ economic fundamentals;
the size of safe-haven flows; and the level, currency,
maturity, and residency holding structure of public
debt. For instance, model estimates show that the
impact is greater for countries with high debt ratios,
because the increase in interest rates applies to larger
debts, and for those with a shorter residual maturity
of public debt, because the pass-through of higher
spreads affects a greater share of the debt. Moreover,
emerging market economies with higher debt vulner-
abilities (for example, those that have a larger share
of foreign-currency-denominated debt in total public
debt or a higher share of nonresident holdings of
public debt) experience larger debt increases through
higher spreads, asset price corrections, depreciated
exchange rates, and nonresident capital outflows.

Treasury bill and three-month London interbank offered rate
based on US dollars); and the health of the banking system (the
beta of banking sector stocks and the yield curve). A one stan-
dard deviation positive shock to FSI in advanced economies is %5
of the shock that occurred during the European sovereign debt
crisis and /10 of the global financial crisis shock.



CHAPTER 1  FISCAL POLICY FOR A CHANGING GLOBAL ECONOMY

Box 1.1 (continued)

Figure 1.1.1. Responses of Key Variables to Potential Stress in Global

Financial Markets
(Percentage point of GDP difference)

m Debt-to-GDP W Interest rate () ® Growth rate (9) m Primary balance-to-GDP
2.5- -

2.0- -

154 1 1 1 1
HD-AE LD-AE HD-EM LD-EM

Source: IMF estimates.

Note: The figure depicts the range of change in macroeconomic/financial variables of a given
group of countries—high-debt (HD) and low-debt (LD) advanced economies (AE) and emerging
markets (EM) after one year associated with a one-standard-deviation positive shock to FSI.
Symbols x and — denote the average and median responses across countries in each group,
respectively. The boxes show the 25th—75th percentile responses, and the whiskers show the
minimum and maximum responses. The HD-AE group consists of Austria, Belgium, Canada,
France, Italy, Japan, Spain, the United Kingdom, and the United States. The LD-AE group
consists of Australia, Finland, Germany, Korea, Netherlands, New Zealand, Norway, Sweden,
and Switzerland. The HD-EM group consists of Argentina, Brazil, China, India, Philippines, and
South Africa. The LD-EM group consists of Chile, Indonesia, Mexico, Peru, Thailand, and
Turkey. The median gross-debt-to-GDP ratio in each group (advanced and emerging market
economies) is used as the cutoff value to classify countries as high debt or low debt.
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Box 1.2. China: How Can Fiscal Policy Support Economic Activity and Rebalancing?

China’s growth has slowed over the past year and is
set to further decline in 2019, owing to trade tensions
and much-needed financial regulatory tightening.

The authorities have acted to mitigate the slowdown

through various measures including tax cuts and

infrastructure spending. Should downside risks further

increase, this would bring knock-on effects from a

domestic as well as a global perspective (see the April

2019 World Economic Outlook and Global Financial

Stability Report). What would be the appropriate fiscal

policy to support economic activity and rebalancing?

Three principles should guide the choice of
fiscal measures. First, the policy response should be
on budget, to ensure transparency and avoid risks
from excessive leverage incurred by borrowing entities.
Second, it should facilitate the macroeconomic rebal-
ancing of the Chinese economy. Third, fiscal mea-
sures should be targeted to maximize their multiplier
effects and to reduce poverty and inequality. Measures
could include:

* On the revenue side, the recently announced per-
sonal income tax cuts, while supporting consump-
tion temporarily, have reduced the progressivity of
the overall tax system. Going forward, the tax cuts
should be accompanied by medium-term reforms to
broaden the overall tax base, improve the progres-
sivity of the tax system (including by alleviating
the highly regressive nature of the social security
system), and introduce a recurrent property tax.

* On the expenditure side, reprioritizing spending
toward education, healthcare, and social security can
facilitate rebalancing. At the same time, providing
a better social safety net by increasing rural pension
benefits and widening the coverage of unemploy-
ment insurance (currently 40 percent of urban
workers) would help cushion the impact of slower
growth and reduce poverty and inequality.

Large-scale infrastructure investment would be
less desirable, given the build-up of vulnerabilities
from past stimuli IMF 2017). Assessing the risks
from such strategy requires looking into the general
government’s balance sheet, as well as the infrastruc-
ture investment’s returns, and the broader macroeco-
nomic growth impact, because a large component of
past investment-led stimulus occurred in the broader
public sector—mainly off-budget through local
governments and state-owned enterprises (SOEs). We
estimate the general government financial balance
sheet for 1997-2017 based on the methodology in the
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Table 1.2.1. China: Long Shadows of Investment-
Led Stimulus during the Global Financial Crisis

Fiscal Stimulus
during the Great

Recession (2009-12) Laztglz [;Jarta
2009 2015 Available
General government
Debt to GDP! 34 57 68
Net financial worth to GDP 23 19 11
Macroeconomy
Potential growth rate 10.4 6.3 6.3
Credit intensity ratio? 2.5 35 41
State-owned enterprises
Credit3 51 66 74
Returns on equity 59 3.9 4.2

Sources: CEIC; World Economic Outlook; Deutsche Bank; and IMF
staff estimates.

Note: Indicators are in percent unless otherwise stated.

1 Debt is measured using the augmented concept as in IMF 2017.

2 The credit intensity ratio is measured by the change of credit per unit
change of output.

3 State-owned enterprise credit is measured in percent of GDP based
on IMF 2017.

October 2018 Fiscal Monitor, using various sources
(Garcia-Herrero, Gavila, and Santabarbara 2006;

Ma 2006; Yang, Zhang, and Tang 2017) and adjust-
ing for nonperforming assets of public corporations
from the China Public Finance Yearbooks (Lam and
Moreno Badia forthcoming). Data on the valuation of
fixed assets, required to calculate the full government
net worth, are limited. Instead, we estimate the short-
fall of the returns of infrastructure asset relative to the
cost of liabilities to finance such investment.

The balance sheet analysis reveals that the
investment-led stimulus undertaken during 2009-12
contributed to a deterioration in the general govern-
ment’s financial position. Several points are worth
noting. First, while the stimulus—amounting to
some 10 percent of GDP—supported economic
growth in the early part of the decade, estimates of
potential growth declined from double-digit levels
to about 6% percent by 2015 (Table 1.2.1). Second,
the stimulus led to a decline of net financial worth
from 23 percent of GDP in 2009 to 11 percent of
GDP in 2017 (still above the average for emerging
market economies) as the rise in general government
debt outstripped the increase in the general govern-
ment’s financial assets (Figure 1.2.1). Third, although
nonfinancial infrastructure assets have also risen, the
gap between government asset returns—along with
those on nonfinancial infrastructure assets—and the
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Figure 1.2.1. China: General Government Net

Financial Worth after the Investment-Led Stimulus
(Percent of GDP)
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Sources: CEIC; and IMF staff estimates.

interest rate on debt widened, with an estimated
shortfall of 1%5-2 percentage points during 2013-15,
partly driven by low profitability among SOEs (Fig-
ure 1.2.2; Lardy 2019; Bai, Hsieh, and Song 2016).
This analysis suggests that, at the current juncture, a
large-scale public investment stimulus, while tempo-
rarily boosting growth, would add to vulnerabilities
and raise the likelihood of a sharp slowdown down the
road when overall leverage is already high and credit
allocation is increasingly inefficient (IMF 2016c).
Beyond the targeted and pro-rebalancing fiscal stim-
ulus measures, efforts to deleverage, particularly among
SOEs, should also continue to ensure a sustainable
growth path. At the current juncture, SOEs are highly
leveraged and account for a large share of corporate
credit. Further deleveraging of underperforming SOEs
could improve medium-term growth (IMF 2016¢)
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Figure 1.2.2. China: General Government

Financial Asset Returns and Liability Costs
(Percent)

-e- Interest cost on government liabilities

—e— Returns on government financial assets

—e— Returns on local government financing vehicles
specialized in infrastructure investment

Investment-led
stimulus during 2009-12

Sources: CEIC; China Public Finance Statistical Yearbook; Li and
Mano 2019; and IMF staff estimates.

and strengthen the general government balance sheet.
Notwithstanding differences relative to the current
environment, the restructuring of public corporations
during 1999-2003—which involved SOE closures and
restructuring and recapitalization of state banks—is
also illustrative of the large potential payoffs of such
strategy. Those reforms improved SOE profitability
and the equity valuation of state-owned banks (Lardy
2014; Hsieh and Song 2015) and, in turn, raised the
general government’s net financial worth from —8 per-
cent of GDP in 1999 to 18 percent of GDP in 2005
(Figure 1.2.1). In addition to continued efforts on
deleveraging, advancing other fiscal structural reforms
such as intergovernmental relations, improving fiscal
data, and parametric reforms to the social security
system to ensure the long-term sustainability will also
be necessary (IMF 2017).
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Box 1.3. Avoiding International Tax Wars

The International Tax System under Stress

Strains on the current system for taxing multina-
tional enterprises have become more salient than ever.
The joint project of the Group of 20 and the Organi-
sation for Economic Co-operation and Development
(OECD) project on Base Erosion and Profit Shifting
(BEPS) has made significant progress in addressing
some of the most egregious forms of tax avoidance.
But the project has not sought to change the fun-
damentals of the international corporate tax system.
Cracks in the century-old architecture are now in
plain sight.

* Profit-shifting by multinationals—moving profit
from high- to low-tax jurisdictions—is pervasive.
Problems center on the norm that companies
are liable to corporation tax only where they are
physically present, as well as on the implementation
of the arm’s length principle (which requires that
transactions between related parties within multina-
tional groups be priced, for tax purposes, as if they
took place between unrelated parties). Application
of these has become increasingly complex and
arbitrary, owing to the importance of hard-to-value
intangible assets and the ability that digitalization
creates to conduct business in a country while hav-
ing little or no presence there.

*  Tax competition has been largely unaddressed and
may intensify in the future, imposing ever-larger
pressures on tax revenues. This is especially problem-
atic for low-income countries, which rely relatively
more on corporate taxation as a revenue source.

* Developing countries’ interests, reflecting their being
the home of few multinational enterprises but a
source of income for many, are not well reflected in
current norms; and complexity and profit shifting
bear disproportionately on them.

* Fairness concerns have sparked debate on the allo-
cation of taxing rights, not only in the context of
protecting the interests of developing economies but
also more broadly.

Preserving Multilateralism under Threat

Unilateral initiatives going beyond BEPS, some of
which challenge international norms, risk jeopardizing
the considerable cooperation that the BEPS project has
achieved. Some, for instance, see the “diverted profits
taxes” adopted by the United Kingdom and Australia
in 2016 (anti-avoidance provisions that recoup tax on
income that is diverted to low-tax jurisdictions) as early
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departures from the consensual approach of the BEPS
project. The 2017 US tax reform brought fundamen-
tal and novel changes in its international provisions
(Chalk, Keen, and Perry 2018)—one of which, some
have suggested, may violate World Trade Organization
(WTO) rules. And proposals in Europe for “digital
service taxes” on revenues associated with selected
digital activities might be seen as attempts to circum-
vent the norm that firms with no physical presence
are not liable to corporate tax. Talk of “tax wars” may
be premature, but strains in international tax relations
have become apparent.

The BEPS slogan was to “tax where value is
created.” This was meant to guide real progress
in international tax cooperation. However, differ-
ing interpretations of this principle can make it
hard to agree on practical implementation. This
is most clearly illustrated by the debate on the tax
consequences of digitalization. For some coun-
tries, the targeted digital service taxes seem to be a
political imperative, given domestic perceptions of
under-taxation and pending some longer-term global
solution. Indeed, the international tax framework
should avoid giving highly digitalized and other com-
panies a way to pay very little or no tax. For others,
however, these digital service taxes are little more
than a grab for revenue from a few prominent and
largely US-owned companies. Moreover, pursuing the
suggestion by some that tax be levied where the users
of digital services, such as social media and search
engines, are located would be akin to attributing tax-
ing rights to destination or “market” jurisdictions—a
fundamental departure from current norms (April
2018 Fiscal Monitor). The digitalization debate has
become emblematic of the need for more ambitious
reforms to the international tax system.

Evaluating Alternative Reform Directions

In January, the members of the “Inclusive Frame-
work” on BEPS agreed to examine a wide range of
policy options—with the aim to come up with a con-
sensus on the multilateral approach by 2020 to reform
the international corporate tax system (OECD 2019a).
The different options are reflected in a recent consul-
tation document by the OECD’s task force on the
digital economy (OECD 2019b). The options vary in
several dimensions, but broadly set out three directions
for reform: (1) minimum effective taxation; (2) shift
in taxing rights to the country where users/consumers



Box 1.3 (continued)

reside; and (3) departure from the arm’s-length prin-

ciple in favor of apportionment by formula (that is,

sharing a multinational enterprise’s total profits across
countries by a formula reflecting measures of its pres-
ence in each), perhaps only for some residual profit

(left after something like a normal profit is allocated

to countries in which the multinational enterprise’s

functions take place). While not evaluating the precise
proposals or endorsing any of these broad approaches,

IMF (2019b) offers an assessment of these broad

directions for reform, based on various criteria: their

economic properties (how they address profit shifting
and tax competition), impact on developing econ-
omies, ease of enforcement, departure from current
norms (and thus legal feasibility), and required degree
of cooperation. The impact of such proposals will also
differ depending on whether adoption is by one coun-
try, a few, or all. For the case of global adoption, these
are the main conclusions:

* Minimum tax proposals can relate to either out-
bound or inbound investment or both. On
outbound investment, they ensure some minimum
amount of tax is paid wherever in the world its
income arises. This can offer significant (though
incomplete) protection against profit shifting and
tax competition; it also generates positive spillovers
for other jurisdictions, except those with very low
tax rates. A minimum tax on inbound investment
(for example, limiting deduction for some pay-
ments often used to shift profits) can be especially
appealing for developing economies to protect
against tax avoidance, because it can be simple to
administer. It can, however, also risk jeopardizing
inward investment.

* Allocating taxing rights to destination countries: In
its pure form, a destination-based system could
rely on “border-adjusted” taxes, which combine
value-added tax (VAT)-like treatment of trade (that
is, exempting exports and taxing imports) with a
wage subsidy (or payroll tax relief). While global
tax competition is already spontaneously leading to
increased reliance on the VAT instead of corpo-
rate and labor taxes, conscious movement in this
direction can be more appealing. Examples of such
border adjustment include the destination-based
cash flow tax (see the April 2017 Fiscal Monitor)
and a destination-based allowance for corporate
equity system. These are the most complete solu-
tions to tax competition and profit shifting because
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consumers are less mobile than corporate source or
residence. Tax calculation would also be simplified,
and distortions in investment and corporate finance
would disappear. Yet they are also the furthest from
current practice and face potential WTO issues.
Moreover, a destination-based cash flow tax may
amplify refund problems that arise under the VAT,
and unilateral adoption could have significant
adverse spillover effects (Hebous, Klemm, and
Strausholm 2019).

Unitary taxation with formula apportionment—
proposed by the European Commission for EU
member states and common practice in subnational
corporate taxation in Canada, Germany, Japan, and
the United States. All affiliates of a company con-
solidate their accounts, generating a unitary tax base
apportioned across participating jurisdictions based
on a formula, according, for example, for the shares
of assets, payroll, employees, and/or sales located

in each. Jurisdictions then apply their own tax rate
to the apportioned base. Formula apportionment
reduces scope for profit shifting, because prices on
intragroup transactions become immaterial; this can
also simplify tax calculation. The ultimate economic
effects depend on the way in which the unitary
base is allocated: tax competition is more limited
the greater the weight placed on allocation by the
destination of sales (or similar criterion), given the
relative immobility of final consumers. Agreeing on
a common base might be difficult, however, because
the redistribution of tax revenues can be large.
Developing economies would most likely gain if
employment receives a large weight in the alloca-
tion formula.

“Residual profit allocation” schemes split a mul-
tinational enterprise’s income into a “routine”
return on investment and a “residual” return that
exceeds normal returns. The schemes then allocate
a “normal” return to source countries, potentially
by pricing routine activities on the basis of the
current arm’s-length principle. They differ from

the current system by sharing the residual profit
according to a formula—which avoids problems
with arm’s-length pricing where they are often

most severe. Residual profit allocation is further
from current practice than minimum taxation,

but closer to it than formula apportionment. It

also addresses the weaknesses of the current system
more fully than minimum taxes by substantially
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Box 1.3 (continued)

reducing profit-shifting opportunities and simplify-
ing the system.

Urgent Need for Coordination

The ultimate assessment of alternatives will depend
on the specific details of reform proposals and on
one’s preferred weighting of the various criteria—and
no reform direction outlined here scores best on all
accounts. Agreement on potential international tax

reforms would require overcoming several fundamental

obstacles, not least the differing views and interests of
countries of different size and level of development.
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For example, tax cooperation has thus far been driven
by the most advanced economies—causing some
unease because their circumstances differ from those
of developing economies. Finding agreement might
thus be hard. Yet putting international corporate tax
on a sound basis requires a cooperative multilateral
approach—and if international tax order is to be
maintained, urgent action is called for. The current
deliberations in the OECD’s Inclusive Framework
will be critical to the future of the international tax
system, with the 2020 deadline providing the neces-
sary impetus.
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CURBING CORRUPTION

Introduction

Corruption—the abuse of public office for private
gain—distorts the activities of the state and ultimately
takes a toll on economic growth and the quality of
people’s lives. It weakens key functions of the public
sector, including the ability to collect taxes or to make
expenditure choices in a fair and efficient way. If, in
exchange for bribes, civil servants facilitate tax eva-
sion or corrupt politicians provide ad hoc tax breaks
for some people or firms, others will end up facing
higher tax rates, and the government may be unable
to generate enough revenue to pay for productive
spending. Likewise, the quality of public services and
infrastructure suffers when project selection reflects
opportunities for kickbacks or nepotism. Bribery
of foreign officials by multinationals and the use of
opaque financial centers, or secrecy jurisdictions,
to hide corrupt gains or to evade taxes add a global
dimension to the challenge.! Against this backdrop,
and by contributing to growing inequality, corruption
undermines trust in government and can lead to social
and political instability.

The widespread acknowledgment that tackling cor-
ruption is critical for macroeconomic performance and
economic development has led to its inclusion in the
United Nations Sustainable Development Goals; it has
also prompted several initiatives, including the Frame-
work for Enhanced IMF Engagement in Governance
(IMF 2018).2 This chapter assesses the fiscal costs of
corruption and explores the practices and institutions
in the fiscal area that can help curb opportunities and
incentives for corruption.

1Such jurisdictions have features that facilitate the ability to hide
assets abroad, allowing corrupt officials to hide illicit gains or mul-
tinational firms and wealthy individuals to escape paying their fair
share of taxes (Damgaard, Elkjaer, and Johannesen 2018). Tax eva-
sion may occur without corruption, but it is more likely if corrupt
officials facilitate it in exchange for bribes (Alm, Martinez-Vazquez,
and McClellan 2016).

?The IMF has long been engaged in efforts to help its member
countries address governance and corruption issues, guided by
its 1997 Governance Policy (IMF 1997). The 2018 framework is
designed to promote more systematic, candid, and evenhanded
engagement (IMF 2018).

Corruption’s hidden nature and diverse manifes-
tations make it hard to measure, posing challenges
to systematic analysis. To gauge the prevalence of
corruption across countries and over time, most assess-
ments rely on indirect measures based on perceptions
by political experts or those conducting business in
the country, or surveys of the experiences of corpo-
rate employees or ordinary people.? Although these
measures are imperfect and need to be interpreted
with caution, they reveal two important patterns in
the data.® First, corruption is persistent: over the past
two decades, large improvements have been rare and
have built on opportunities created by major polit-
ical changes. In more stable political environments,
progress has been gradual, highlighting the need for
perseverance over many years or even decades. Second,
perceptions of control of corruption are positively cor-
related with GDP per capita (Figure 2.1). This raises
the question of whether reduced corruption is a cause
or a symptom of economic development, or whether
both reflect stronger institutions or other factors. Fully
disentangling the links between corruption, institu-
tions, and fiscal outcomes may not be feasible. Even
so, the country experiences presented in this chapter,
complemented with cross-country analysis, provide
suggestive evidence on the ways in which policymakers
can reduce vulnerabilities to corruption.

3All such measures present advantages and disadvantages. The
estimates presented in this chapter use the Control of Corruption
Index from the Worldwide Governance Indicators, available since
1996, because it aggregates information from more than 30 different
sources. Caution is needed in interpreting scores for any individual
country given measurement error because the quality of underlying
data can vary across countries and data sources. The estimation uses
a version of the Control of Corruption Index that strips out its sub-
components explicitly related to actual or perceived features of fiscal
institutions. The results are similar using alternative measures, such
as those assembled by Transparency International.

“Beyond potential concerns regarding the subjective nature of
many such measures of corruption, a further limitation is that, while
highlighting the perception of a general problem, the measures usu-
ally do not provide operational guidance on how to address it. This
chapter shifts the attention to fiscal institutions and practices that are
under the control of policymakers.
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Figure 2.1. Perceptions of Corruption over Time and at Different Income Levels

Control of Corruption Index, 2017
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More specifically, this chapter has three main goals:
Raise the veil on how corrupt activities affect govern-
ment decisions and operations: Corruption can pervert
the drafting of laws and the core operations of the
state, such as collecting taxes, building roads, or
managing public schools or hospitals.

Assess the fiscal costs of corruption: Corrupt activities
can lead to leakages of public money. Governments
will collect less tax revenues and pay too much for
goods and services or for investment projects. But
the cost of corruption is larger than the sum of the
lost money: distortions in spending priorities under-
mine the ability of the state to promote sustainable
and inclusive growth.

Highlight the core elements of an effective fiscal
governance framework: The chapter discusses how
fiscal institutions can strengthen integrity and
accountability in the public sector. It provides
evidence based on the analysis of new data on a
large set of fiscal institutions and individual country

experiences.’

In view of corruption’s persistence, curbing cor-

ruption is a challenging endeavor requiring persever-

ing with efforts on many fronts. As documented in

the chapter, with opportunities for funds to leak at

5By providing evidence on the fiscal institutions and practices that
Y P g p

reduce vulnerabilities to corruption, this chapter further informs the

IMF’s enhanced engagement on fiscal governance in its surveillance,

program, and capacity-building work.
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myriad points as they flow through the public sector,

plugging a few holes would simply lead wrongdoers

to exploit other vulnerabilities. Indeed, the chapter’s
findings highlight the importance of a comprehen-
sive approach and the need for several institutions to
complement one another. The following lessons are
also identified:

* Doliticians need to take a stand to fight corruption.
It is vital for heads of agencies, ministries, and pub-
lic enterprises to promote ethical behavior by setting
a clear tone at the top.

* Countries need to invest in a high degree of trans-
parency and independent external scrutiny. This will
allow audit agencies and the public at large to pro-
vide effective oversight and promote accountability.

* To reduce opportunities for corruption, institu-
tions need to be upgraded continuously, to keep
pace with new challenges as technologies and
opportunities for wrongdoing evolve. It is neces-
sary to ensure integrity of processes, especially in
higher-risk areas (for example, procurement, tax
administration, public enterprises), and to promote
effective internal controls. The chances of success
are higher when countries improve several, mutu-
ally supporting institutions. For example, reforms
to tax administration will have greater payoff if tax
laws are simplified and the scope for discretion by
tax officials is reduced.

* Finally, corruption is also a global problem
demanding greater international cooperation to



tackle it. For example, countries should be more
proactive in combating bribery by national com-
panies that bribe officials in foreign countries,
aggressively pursuing anti-money laundering activi-
ties, and reducing opportunities to hide corruption
proceeds in opaque destinations. There is also room
to improve international exchange of information
to fight tax evasion, as well as investigate and prose-
cute corrupt acts.

Corruption and Government: Channels and
Fiscal Costs

What Is Corruption?

In this chapter, corruption is defined as the abuse
of public office for private gain.® This implies a focus
on corrupt practices involving civil servants or elected
officials that are detrimental to the public interest.
The private sector is involved in corrupt acts either by
being a counterpart—for example, when it obtains a
public contract by paying a bribe—or by facilitating
the corrupt act (for example, by helping to hide cor-
rupt proceeds).

Fighting corruption requires an understanding of
the multifaceted forms through which it operates,
including administrative corruption, in which corrupt
acts take existing laws and regulations as given; and
state capture, whereby politicians or officials accept
bribes in exchange for altering legislation or regula-
tion to favor private firms or individuals (Hellman,
Jones, and Kaufmann 2000). Depending on the scale
of the amounts involved, one can also distinguish
between grand corruption (as in the allocation of
large investment projects) and petty corruption (for
example, bribes to avoid a traffic violation). Drawing
on Rose-Ackerman and Palifka (2016), corrupt acts
include the following (among others):

* Payment of bribes (whether offered or extorted) to
get public services or to evade taxes (Figure 2.2).

* Embezzlement and public service fraud, even if not
involving bribes. For example, officials may steal
money from investment funds, or civil servants
may pilfer supplies or neglect their jobs for private
sector work.

OThis is the usual definition of corruption used by the IMF and
the World Bank (IMF 1997, 2018). Fisman and Golden (2017)
discuss alternative definitions and provide an excellent overview of
previous work on this topic.

CHAPTER 2 CURBING CORRUPTION

Figure 2.2. Share of Firms Expected to Pay Bribes to . . .
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* Nepotism or cronyism to benefit family or a par-
ticular group.

o Influence peddling and conflicts of interest, when
individuals take advantage of their position in
government to extract favors or personal benefits
from a government decision. Kleptocracy is the
most extreme form of state capture, in which the
state is managed to maximize the personal wealth of

its leaders.

Corrupt activities can be pervasive, and deeply
concealed, throughout the public sector. While
corruption can have significant negative impacts in
other areas, including regulatory and judicial state
functions (IMF 2016), this chapter will focus on the
fiscal costs. Figure 2.3 illustrates the way corruption
causes leakages as funds flow into, through, and out
of the public sector. The remainder of this section
describes the “hotspots” for corruption and provides
evidence regarding its fiscal costs. Beyond the leakage
of funds, these effects include the negative impact on
the quality of public policies, wasted talent and effort
in the private sector as individuals and firms engage
in unproductive activities to capture economic rents,’
as well as the loss of revenues that stems from corrup-

tion’s harmful effects on economic growth.

For example, excessive government restrictions (for example, price
controls or licensing mechanisms) create economic rents (that is,
proceeds well beyond what would be required to engage in a given
activity). People or firms may then pay bribes or engage in other
forms of corruption to capture such rents (Krueger 1974).
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Figure 2.3. Corruption Leakages in the Public Sector
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How Corruption Undermines the Funding of
the Government

Corruption can harm revenue collection at both
the legislative and collection stages.® For example, the
introduction of tax exemptions or other tax loopholes
in exchange for bribes reduces revenue potential.
Furthermore, a complex and opaque tax system enables
corruption by requiring more discretion in its adminis-
tration (Asher 2001) and by facilitating hidden corrupt
dealings. Customs administration is also vulnerable to
corruption. In many countries, customs officials enjoy
discretionary powers (including the power to delay the
clearance of goods) with limited supervision.” The dis-
tortion of tax laws and the corruption of tax officials,'”
by reducing trust in the state, weaken the culture of
tax compliance.!!

A cross-country comparison confirms that gov-
ernment revenues are significantly lower in countries
perceived to be more corrupt.

* The pattern holds among the different country
groups (Figure 2.4). For example, among advanced
economies, a country in the top 25 percent in terms
of control of corruption collects 4%5 percent of GDP
more in revenues, on average, than a country in the
lowest 25 percent. The gap in revenue collection is
2% percent of GDP among emerging market econ-
omies and 4 percent of GDP among low-income
countries.

* The empirical association between corruption and
revenues is confirmed by cross-country economet-
ric analysis, controlling for the level of economic
development (Figure 2.5) and other factors. An
improvement in the Control of Corruption Index
by one-third of a standard deviation (equivalent to
the average improvement for those countries that

8For example, in a case that was described as the largest tax fraud
in the history of New York City government, city officials made it
appear as if the unpaid taxes had been paid in exchange for bribes
from property owners. See https://www.nytimes.com/1996/11/22/
nyregion/29-arrested-in-tax-fraud-scheme-described-as-new-york-s
-largest.html.

9Fisman and Wei (2004), by comparing reported exports from
Hong Kong SAR to China and the corresponding reported imports,
estimate a tax evasion rate of 40 percent for highly taxed products.

19Examples include bribery to reduce taxation, undervaluation
or underdeclaration of goods at customs, and extortion by tax or
customs officials who threaten to use their powers to administer
ambiguous tax laws against taxpayers (Martini 2014).

"Alm, Martinez-Vasquez, and McClellan (2016) find that the
presence of tax inspectors who request bribes results in a reduction
of sales reported for taxes by 4-10 percentage points. Also, larger
bribes result in higher levels of evasion.
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Figure 2.4. Government Revenues and Corruption
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Note: The figure shows the average government revenues as a share of
GDP (excluding grants) for countries with the lowest levels of corruption
(top 25 percent of control of corruption) and highest levels of corruption
(bottom 25 percent) for each of these groups: low-income countries,
emerging market economies, and advanced economies. It excludes oil
exporters, for which oil revenues are a key driver of total revenues. The
Control of Corruption Index provides a relative measure of perceived
corruption that ranges from —2.5 (high corruption) to 2.5 (low corruption).

reduced corruption between 1996 and 2017) is
associated with an increase of 1.2 percentage points
in government revenues as a share of GDP. If that
improvement is applied to all countries, the implied
increase in total tax revenues could be $1 trillion,
or 1% percent of global GDP; the gains would be
greater considering that lower corruption would
raise economic growth, further boosting revenues. It
is also important to note that although the domi-
nant effect is likely to be corruption affecting fiscal
outcomes, it is also possible that fiscal outcomes
have an impact on the indicators of corruption. It
is also not possible to fully disentangle the effect of
corruption from the quality of institutions. As such,
the results could be interpreted as the benefits of

improved governance more generally.!2

Extractive industries stand out as a hotspot of
potential corruption. This reflects the large profits
associated with oil and mining exploration. More-
over, because these government revenues come from
export receipts and multinationals and do not involve

taxing citizens, there is a tendency for less scrutiny and

12See the online-only Annex 2.1 for a discussion of the empiri-
cal challenges.
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Figure 2.5. Corruption and Revenue Collection
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of 2013-16. Control of corruption shows 2017 data. r = coefficient of correlation.

accountability.!? Areas particularly prone to corruption

include the following:

* Allocation of exploration rights, especially if govern-
ment officials can exercise discretion without proper
vetting, and if secrecy around the terms of the
contract prevents governments and companies from
being held accountable.

* Revenue collection, if companies and tax officials
have opportunities to negotiate tax payments in
exchange for bribes.

* State-owned enterprises (SOEs) in the natural resources
sector, which present specific concerns because
they manage a large share of a country’s natural
resources. Some may directly negotiate the terms of
exploration with foreign corporations (for example,
in the case of subcontractor services) with limited
oversight. This is one of the most common areas of
international corruption. Noncommercial activities
of SOEs can also be an area of revenue leakage in
the absence of proper vetting.'

13A study by Andersen and others (2017) finds that petroleum
windfalls translate into significant increases in wealth hidden abroad
by residents of some oil-rich countries.

14In some countries, mining and oil companies pay for activities
that are normally conducted by central or subnational governments.
This can include funding social and infrastructure projects, usually
with limited scrutiny.
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How Corruption Distorts the Use of Public Resources

Corruption affects spending choices and their effi-
ciency at various points in the budget formulation and
implementation process. At the budget formulation
stage, spending choices can be diverted to projects or
activities that offer greater opportunities for kickbacks
or spending that is exempt from some controls. Exam-
ples include spending on large investment projects
or complex defense equipment for which there are
limited price comparators. By comparison, in the
areas of education and healthcare, it is relatively more
difficult for policymakers to levy bribes (Mauro 1998).
Indeed, corruption is associated with fewer resources
allocated to education or health spending, especially
for low-income and emerging market economies
(Figure 2.0).

The budget execution stage is more likely to
involve civil servants exploiting weaknesses in the
control environment in the purchase of goods and
services or the wage and pension bills (for example,
“ghost” workers). It could also involve extortion
of bribes in providing public services or subsidies.

For example, according to one study, subsidies for
research and innovation became more effective after
an anticorruption campaign in China (Fang and oth-
ers 2018). Greater opportunities for corruption exist
in off-budget spending (usually encompassing extra-
budgetary funds—for example, road or oil funds—



and SOEs), where controls and external scrutiny are
often more lax.!

Purchase of goods and services by the government
as part of its current and capital spending is another
hotspot for corruption because of its size (13 percent of
GDP among Organisation for Economic Co-operation
and Development [OECD] countries). It is not surpris-
ing that procurement is the government activity with
the highest perception of bribery risk (OECD 2013;
World Bank 2012b). An analysis based on five sectors in
eight EU countries finds that the direct public loss from
corruption varied between 7 and 43 percent of the value
of individual procurement contracts that were suspected
of being corrupt (PwC 2013). These amounts reflect
cost overruns, implementation delays, and loss of effec-
tiveness (for example, poor quality). Corrupt activities
involved bid rigging, kickbacks, and conflicts of interest.

In procurement, public investment is particularly
vulnerable to corruption. Investment projects often
have unique features, rendering cost comparisons
difficult and thus making it easier to conceal bribes
and inflate costs. In addition, projects often require
numerous licenses and permits, each one providing
an opportunity for bribery. Moreover, projects can
be designed in a complex way to prevent competi-
tion and facilitate corruption. Some estimates suggest
that losses from corruption range between 10 and
30 percent of construction value (Matthews 2016). An
investigation in the Canadian province of Quebec also
found a widespread bribe-for-contracts scandal in the
construction industry involving local politicians, con-
tractors, and organized crime groups.!® Public-private
partnerships also present specific challenges because
of (1) their complexity; (2) confidentiality clauses in
contracts; and (3) frequent renegotiation of contract
terms, which opens the door to changes with limited
transparency and significant discretion.

The public sector’s activities extend beyond the bud-
get through the operations of SOEs. These companies

15One example is Malaysia’s development fund (1Malaysia
Development Berhad), which is being investigated for corruption
reportedly involving an embezzlement of public funds of at least
US$4.5 billion. See “Malaysia’s former prime minister faces trial
in the IMDB scandal,” 7he Economist, February 9, 2019, https://
www.economist.com/finance-and-economics/2019/02/09/malaysias
-former-prime-minister-faces-trial-in-the-1mdb-scandal).

16The investigation was conducted by the Commission of Inquiry
on the Awarding and Management of Public Contracts in the
Construction Industry (commonly referred to as the Charbonneau
Commission).

CHAPTER 2 CURBING CORRUPTION

Figure 2.6. Control of Corruption and Public Spending
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range from small enterprises owned by local govern-

ments providing core public services, to some of the

largest companies in the world. The risks of corrup-
tion tend to be higher either because these enterprises
operate in corruption-prone sectors, including energy,
utilities, and transportation, or, more generally, because
of weaker controls and conflicts of interest. SOEs

may be unduly influenced by civil servants or elected

officials over the company’s management for personal

benefit. Mismanagement, lending to related entities,
and corruption of prudential authorities can also lead
to large fiscal costs associated with subsidizing or bail-
ing out public banks—or even private banks (Laeven

and Valencia 2012).

The evidence confirms that corruption is one of

the main challenges faced by SOEs, including bribes

by foreigners:

* Inan OECD survey, 42 percent of SOE respondents
reported that corrupt acts or other irregular practices
occurred in their company during the past three
years (OECD 2018a). Several high-profile corruption
probes involving SOEs underscore the risk of abuse
of public resources, including Petrobras in Brazil, EIf
in France, and Eskom and Transnet in South Africa.
Corruption has also been highlighted as a key obsta-
cle to reform of SOEs in Ukraine (OECD 2018c).

* In addition, the evidence suggests that 80 percent of
foreign bribes go to SOE officials (OECD 2014).

* Cross-country evidence, based on a large SOE
data set covering 38 countries, suggests that
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Figure 2.7. Corruption and Performance of State-Owned Enterprises
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Note: The figure shows performance indicators for state-owned enterprises in the electricity, mining, transport, and water sectors. The database
comprises 1,446 firms in 38 countries. The boxes show the median and the 25th and 75th percentiles, while the whiskers show the maximum and
minimum values. Countries are divided into high, medium, and low corruption, based on the Control of Corruption Index. Data are from 2000-17.

SOEs performance (profitability and efficiency) is
weaker in countries with high levels of corruption

(Figure 2.7).

How Corruption Impairs the Effectiveness of
Government Policies

By distorting the incentives of policymakers and
civil servants, corruption undermines the quality and
effectiveness of government policies. Core public ser-
vices, such as the provision of quality public infrastruc-
ture and education, can be severely hampered (Gupta
and others 2000). This, in turn, has a negative effect
on governments ability to promote economic growth
and reduce poverty.

Countries with lower levels of perceived corrup-
tion have significantly less waste in public investment
projects. To assess waste, this analysis uses a measure
of public investment efficiency—that is, the degree
to which countries turn public investment spending
into physical capital.!” If two countries spend dif-
ferent amounts for a similar output (for example, a
mile of two-lane paved road), the country that spends
less is more efficient. The difference between a given
country and the most efficient one—the efficiency

7The efficiency measure considers the level of GDP per capita
because countries at different levels of development have different
technologies with which to invest and varying initial capital stocks.
A country’s level of efficiency is relative to the most efficient country
with a similar level of income (IMF 2015).
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gap—provides a measure of waste, which reflects
corruption (for example, cost overruns, bid rigging)
and other factors such as weak project design or poor
investment allocation. Panel 1 of Figure 2.8 shows that
public investment efficiency is positively associated
with control of corruption.!® The estimates suggest, for
instance, that an emerging market economy in the top
25 percent of the control of corruption scale wastes
half as much as one in the bottom 25 percent.!?

The quality of education, measured by test scores,
is also positively associated with control of corruption
(Figure 2.8, panel 2). This effect can be explained by
several factors. In some countries, access to teaching
positions in public schools is influenced by bribes or
connections rather than merit. In addition, teacher
absenteeism is a widespread form of petty corruption
in several developing economies (Chaudhury and oth-
ers 2006). Ferraz, Finan, and Moreira (2012) also find
evidence that corruption leakages in education grants
have a negative impact on test scores and are associated
with higher dropout rates.

18While the cross-country evidence seems to confirm the micro
studies and country examples that corruption contributes to lower
public investment (and higher waste), it is not possible to rule out
a reverse causality effect. While corruption undermines investment
efficiency, it is also possible that high inefliciencies could lead to a
deterioration in the perceptions of corruption.

9This result is based on regression analysis reported in the
online-only Annex 2.1. Improving the control of corruption by one
standard deviation is associated with a fall in the average efficiency
gap from 34 to 20 percentage points.
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Figure 2.8. Countries with Less Corruption Have Higher Test Scores and Less Waste in Public Investment
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Governments’ ability to borrow as well as to manage
risks may also be undermined by corruption, together
with other institutional weaknesses. By harming rev-
enue mobilization or through outright theft of public
assets, corruption makes it more difficult for govern-
ments to service their debt obligations. Some studies
find that countries with weaker institutions and weaker
policies default more often (Fournier and Bétin 2018;
Kraay and Nehru 2006; IMF and World Bank 2012).

The Role of Fiscal Institutions:
Country Experiences and Lessons

Can fiscal institutions curb corruption? Is it possi-
ble to identify specific budget or tax administration
procedures that are more effective in this regard? This
section—while acknowledging the role of other institu-
tions, including an effective judicial system—explores
the potential role of fiscal institutions in reducing
vulnerability to corruption. The discussion highlights
the main lessons from selected country experiences and

cross-country evidence.

Country Cases: Reducing and Containing Corruption

Corruption tends to be persistent. Government
agencies, cities, and even countries can get trapped

in an environment of pervasive corruption. A public

official will be more tempted to accept a bribe when
“everyone” takes bribes.?? (The opposite is also true:
if corruption is rare, individuals will be less tempted
to accept bribes because they face a greater chance of
being caught.) Thus, escaping the trap of high cor-
ruption is difficult. A few countries—such as Estonia,
Georgia, Liberia, and Rwanda—have made significant
progress over a relatively short period. In these cases,
the authorities seized the opportunity of a major polit-
ical change. These countries reached a “tipping point,”
often as a result of a broad-based domestic consensus
or an external push to aggressively fight corruption.
Some countries also have been able to sustain levels
of corruption lower than their regional or income
peers (for example, Chile). These country experiences
can provide lessons on how to reduce corruption and
improve fiscal and economic outcomes.

Georgia and Rwanda have shown the largest
improvements on the Control of Corruption Index
since 1996. Both countries have made wide-ranging
efforts to overcome a pervasive culture of corruption

20The persistence of (or lack of) corruption can be seen as a social
equilibrium. Fisman and Golden (2017) characterize it based on a
contingent behavior: we make decisions after having considered what
we expect others to do. Similarly, Mauro (2004) explores the possible
different equilibria in the presence of strategic complementarities.
The decision on whether to pay a bribe or denounce it hinges on
how many other participate in the bribe or speak out.
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Figure 2.9. Georgia: Tax Compliance Surged with Anti-Corruption Reforms
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within a relatively short period. While challenges both countries. Public financial management and

remain, both countries have achieved remarkable transparency were enhanced.
improvements relative to pre-reform periods. * In Georgia, the tax code was simplified, including
* Until 2003, Georgia was considered one of the most

corrupt countries in the world. Many interactions

elimination of many tax loopholes and a reduction
in the number of taxes and import tariffs. One-stop

with the state required bribes, and corruption in tax
administration decimated revenue collection. In late
2003, a new government launched an all-out anticor-
ruption campaign. It focused on eliminating cor-
ruption in the civil service, reducing the number of
regulations, and improving the business environment.
To show that they were committed to change, the
authorities dismissed the entire traffic police force and
arrested high-level officials suspected of corruption.
Opver the past two decades, Rwanda has enacted sev-
eral legal and institutional reforms to fight corrup-
tion. The anticorruption legal framework includes
legislation criminalizing different types of corrup-
tion and money laundering. The government also
adopted a code of conduct and rules of disclosure
for public officials. Several high-ranking officials
were dismissed or prosecuted.

windows were introduced for procedures such as
registering businesses and clearing customs. Rwanda
undertook tax administration reforms, with signif-
icant improvements in collection efforts, auditing

procedures, and scrutiny of large taxpayers.

'The fight against corruption contributed to
improvements in fiscal outcomes. Tax revenues in
Georgia increased from 12 percent of GDP in 2003
to 25 percent of GDP in 2008—one of the largest
increases recorded for any country, partly due to a new
culture of taxpayer compliance (Figure 2.9). Compli-
ance was fostered by renewed trust in government as
public services improved, with lower crime rates and
fewer power outages. Higher revenues made it possi-
ble to clear all wage and pension arrears. In Rwanda,
the revenue-to-GDP ratio rose by 6 percentage points
(Figure 2.10).

Strengthening fiscal institutions has been an integral Sustaining the gains requires constant strengthening

part of anticorruption reforms. and modernizing of institutions.

* Georgia and Rwanda both undertook major civil * Georgia and Rwanda have continued to take steps

service reforms, including reductions in public
employment (such as eliminating ghost workers)
and increases in wages. The focus has been on
establishing competitive, merit-based recruitment.

Mandatory asset declarations were introduced in
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to strengthen institutions over the years after the
first wave of reforms. For example, Georgia intro-
duced an e-procurement system in 2011, which has
made the system more transparent. Rwanda started
implementing one in 2016.



* The need to continue to strengthen institutions
over time is also illustrated by other countries that
have been able to sustain levels of corruption lower
than their peers. One such case is Chile, which has
had lower levels of corruption than comparators for
decades. Part of the reason is the country’s willing-
ness to respond aggressively to corruption cases by
addressing institutional weaknesses. The Auditor
General has been one of the institutional pillars in
Chile since 1925. Legal reforms in the 1960s aimed
to reduce the use of slush funds or pork-barrel
spending. Economic reforms in the 1970s and
1980s simplified procedures and reduced the scope
for excessive public discretion. In 2003, Chile
launched ChileCompra (an electronic procurement
system, e-procurement), increasing transparency and
accountability. The oversight of public money was
further strengthened with the 2009 Transparency
Law. More recent advances include a 2016 law on
public probity to prevent conflicts of interest in the
public sector.

* Estonia’s strategy of broader and reinforcing reforms
over the past two decades also helped reduce cor-
ruption. After independence, Estonia undertook an
ambitious program of reforms to make the economy
more open and business-friendly and to reduce
corruption. The judiciary and public administration
underwent major transformations and SOEs were
privatized. Estonia also embraced digitalization, and
99 percent of state services are now provided online
(see the April 2018 Fiscal Monitor). Such reforms,
together with the adoption of the Public Informa-
tion Act in 2000 (Terracol 2015), had a large and
positive impact, including on tax administration and
promotion of transparency.

* Liberia’s experience, especially since 2006, demon-
strates the possibility of large governance improve-
ments, and fiscal gains, for an aid-dependent
country. In the aftermath of the civil war, a
donor-supported anticorruption program involving
significant reforms of fiscal institutions helped lead
to an improvement in corruption perceptions.?!

The reforms included promoting the independence

of the General Auditing Commission, launching

transparent budget processes, establishing the Liberia

2'The Governance and Economic Management Assistance Pro-
gram, 200610, establishes a framework for donors to participate in
oversight and institutional capacity building. See Chene (2011) for
details on Georgia, Liberia, and Rwanda.

CHAPTER 2 CURBING CORRUPTION

Figure 2.10. Rwanda: Tax Revenues Surged with
Anti-Corruption Reforms, 1996-2018
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Anti-Corruption Commission, and ensuring com-
pliance with the Extractive Industries Transparency
Initiative (EITT).

Lessons from Policy Experiments: The Right Incentives
and Effective Monitoring

Experiences with specific institutional reforms and
the growing literature on policy experiments help shed
light on how institutional design can affect incentives
and monitoring and lead to better policy outcomes.
This section highlights some lessons based on the exist-
ing literature (see the online-only Annex 2.2).

Institutional design, supported by technology, can
create the right incentives to promote greater integrity
in government activities.

* Studies on public procurement show that the design
of procedures can have a significant impact on the
prices and quality of products. A study for Hungary
(Szucs 2017) finds that abandoning an open auction
for a negotiation procedure increases corrupt rents,
raises the price of every dollar of public spending
by 8 cents, and results in a drop in the productivity
of selected contractors. In Italy, the introduction
of a central procurement agency led to a reduction
in waste, measured by the price gap in relation to
prices paid by individual public entities. Bandiera,
Prat, and Valletti (2009) estimate that corruption
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accounted for 20 percent of the waste, with the

remainder of the gap attributed to inefficiency.??
The introduction of e-procurement in India and
Indonesia also increased competition and led to
better quality of construction (Lewis-Faupel and
others 2016).

* Some reforms in India show the benefits of digitali-
zation and reducing opportunities for discretion and
fraud. For example, the adoption of an electronic
platform for managing a social assistance program
in India resulted in a 17 percent decline in spending
with no corresponding decline in benefits. Similarly,
in the state of Andhra Pradesh, the use of smart
ID cards that are used to identify beneficiaries of
specific programs and improve beneficiaries’ access
to information helped reduce leakage by 41 percent
relative to the control group.?

A common element of many anticorruption reforms
is increasing civil servants’ wages. In theory, this helps
by (1) reducing the need for civil servants to request
bribes to complement very low wages and (2) deterring
corrupt activities by raising the cost of being caught.
However, there is insufficient evidence that raising
wages by itself can play a prominent role in fight-
ing corruption.

* Cross-country data provide tentative support that
higher wages may help reduce corruption. For a sam-
ple of 90 countries, this chapter finds some evidence
of a positive association between higher wages and
lower corruption (see the online-only Annex 2.1).

As noted by An and Kweon (2017), however, solely

relying on higher wages to curtail corruption would

likely be too costly and insufficient.

* Country experiences show mixed results, depending
on the overall environment and incentives. Studies
on absenteeism of teachers and nurses in several
developing countries find that the level of wages

t.24

did not have an impact.?* On performance-related

incentives, an experiment in Pakistan also shows

22Public bodies could choose between buying the goods directly
or through the central agency, which allowed for identifying the two
types of waste.

23For details, see the online-only Annex 2.2; Banerjee and others
(2015, 2016); and Muralidharan, Nichaus, and Sukhtankar (2016).

24See Chaudhury and others (2006) and Banerjee, Duflo, and
Glennerster (2008). On the other hand, there is evidence that
pay-for-performance policies can promote greater effort and that
higher salaries can improve the likelihood of hiring individuals who
are more inclined to public service and less prone to corruption. Dal
Bé, Finan, and Rossi (2013) illustrate the effect for Mexico.
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the potential for undesirable consequences: while
performance-based salaries of tax officials led to a
significant increase in tax collection (by as much as
50 percent), bribe requests increased by 30 percent
(Khan, Khwaja, and Olken 2015). Some studies
suggest that higher wages can be effective if com-
plemented with other institutional features, such as

monitoring and sanctions.?

Tax evasion can be fought with the right incentives
and by reducing opportunities for corruption. The
evidence from policy experiments shows that deter-
rence approaches improve tax compliance (Hallsworth
2014). For example, a study of taxpayers in Denmark
finds that prior audits and threat-of-audit letters have
significant effects on self-reported income (Kleven and
others 2011). Yang (2008) shows that preshipment
inspections of containers increase import duty col-
lection by 15-30 percentage points.?® In Tajikistan,
introducing e-filing led to lower compliance costs, and
tax payments doubled among firms previously more
likely to evade, probably by disrupting collusion with
officials (Okunogbe and Pouliquen 2018).

Monitoring and credible sanctions are another
element on the anticorruption agenda. For example,
audits can decrease costs of public purchases (Di Tella
and Schargrodsky 2003), and performance monitor-
ing helps improve the performance of public sector
workers (Banerjee and others 2012). Several studies in
Brazil show that increased audit risk or having been
audited in the past tends to deter future corruption
in subnational governments (Ferraz and Finan 2008;
Zamboni and Litschig 2018). Muralidharan and others
(2017) also find that increased frequency of inspections
can help reduce teacher absenteeism. However, to be
effective, audits may need to be supported by sanctions
or other forms of penalties (Olken 2007).

Providing more information on public programs can
help promote greater accountability. More transparency
appears to be particularly effective when supported by

2In a study of hospitals in Buenos Aires in 1996-97, Di Tella
and Schargrodsky (2003) find evidence of a significant negative
effect of public managers’ wages on the prices paid by hospitals for
supplies when there was also a risk of being audited. Chen and Liu
(2018) find that in China, while corruption is reduced by increasing
lower-scale wages, the relationship is inverted for higher-scale wages,
suggesting that, for the latter, sanctions may be more effective.

26Yang (2008) also finds that developing economies that have
hired private firms to conduct preshipment inspections of imports
subsequently experience large increases in import duty collections.
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Figure 2.11. Fiscal Transparency, Procurement Systems, and Corruption, 2017
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adjusted data. See the online-only Annex 2.1.

the media and fostered by civil society participation.
For example, in Brazil, the results of audits of munici-
palities have a significant impact on the reelection pros-
pects of officials suspected of misuse of public money,
but these effects were larger in areas with local radio
stations. Similarly, two experiences in Uganda illustrate
(1) the positive impact of information on local officials’
use of education grants; and (2) how community mon-
itoring, together with the provision of “report cards” on
the performance of health facilities, improved health
outcomes. The introduction of ID cards for recipients
of a social program in Indonesia, which displayed the
copay to be paid by beneficiaries, led to a significant
reduction in leakages (likely as a result of corruption)
and a 26 percent increase in actual received benefits in
villages with the new ID cards.?’

Cross-Country Evidence

The case studies suggest that fiscal institutions can
play a role in preventing and containing corruption. To
assess whether these results hold more broadly, the chap-
ter now turns to systematic analysis for a larger sample
of countries. Some fiscal institutions—such as the qual-
ity of procurement systems or tax institutions—refer to

27For details on these cases, see Banerjee and others (2015);
Bjérkman, de Walque, and Svensson (2017); Ferraz and Finan
(2008); Ferraz, Finan, and Moreira (2012); and Reinikka and
Svensson (2005).

specific areas (see the online-only Annex 2.1 for details).

Others have an overarching impact on the public sector,

such as the degree of fiscal transparency (Figure 2.11),

digitalization (e-government), or the degree of admin-

istrative burden (red tape) citizens face when dealing
with the state. The analysis explores whether these
institutional measures are associated with indicators of
perceptions of corruption.

Results from the cross-country analysis support the
role of fiscal institutions found in the selected country
experiences.

* The analysis of individual institutions one by one
shows that they are significantly associated with
control of corruption (Figure 2.12). Institutional
features for which the relationship holds, con-
trolling for other factors, include tax complexity
(time required to pay taxes) as well as other aspects
of revenue administration (for example, audits).
These results are in line with the view that complex
tax laws and weaknesses in tax audits or systems to
assess compliance risks lead to higher tax evasion.
Fiscal transparency and a lower administrative bur-
den are also correlated with lower corruption.

* When assessing the impact of institutions together
(Online Annex 2.1), the analysis suggests that fiscal
transparency is particularly effective when there is
more press freedom. The degree of digitalization
of the government also has a positive relationship
(Andersen 2009; Elbahasawy 2014).
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Figure 2.12. Fiscal Institutions and Control of
Corruption
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Note: The figure shows coefficients when regressing the control of
corruption on different fiscal institutions. For example, the more complex
the laws, the lower the control of corruption. Coefficients are shown if they
are significant at the 5 percent level. Series are standardized. See the
online-only Annex 2.1. CG = central government; PFM = public financial
management; VAT = value-added tax.

The cross-country analysis explores complemen-
tarities among institutions. For example, complex

tax laws may enhance opportunities for corruption,

but the outcome will depend on the quality of the

tax administration. Or, the ability of good public
financial management or procurement processes to
prevent corrupt (illicit) behavior may depend on the
timeliness and impartiality of judicial proceedings.

The analysis of these interactions provides the follow-

ing insights:

* Good revenue institutions and lower tax complexity,
not surprisingly, reinforce each other; that is, they
have a stronger association with lower corruption.
Administratively efficient judiciary institutions dis-
play complementarities with some fiscal institutions
(tax complexity and public financial management).
Finally, the results further suggest that fiscal trans-

parency is relevant only when there is press freedom.

* Furthermore, the analysis indicates that revenue
institutions are particularly important (higher
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Figure 2.13. Relative Importance of Fiscal Institutions
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Source: IMF staff estimates.
Note: The results show the topmost relevant institutions out of more than
50 variables. See the online-only Annex 2.1. CG = central government.

correlation with control of corruption) when other
institutions are weak.?

The importance of specific institutions also appears
to vary depending on the history of corruption.
Use of a regression tree approach, which allows for
interactions between institutions,?? shows that for
countries with a tradition of low corruption, the fiscal
institutions that appear more relevant are the degree
of digitalization, administrative burden, procurement,
and complexity of the tax system (Figure 2.13). For
countries that start with a high level of corruption,
fiscal transparency and digitalization stand out as key
institutional features associated with better control of
corruption. Among other institutions, press freedom
and the speed of judicial processes are also important.

Promoting Good Governance in the
Public Sector

How can countries ensure that fiscal institutions
are designed to help fight corruption? The previous

28This finding is based on threshold models analyzing whether
some institutions are more relevant depending on the quality of
other institutions (Online Annex 2.1).

2Nonlinearities are explored using a regression tree approach
(Breiman and others 1984), which has several advantages. Regression
trees allow for flexible interactions and for making use of the entire
sample of countries, despite missing values for some variables.



sections indicated some of the key elements needed.

First, strong political commitment is necessary for

comprehensive and profound reforms to broader insti-

tutions (encompassing not just fiscal but also effective
courts and supervision of the financial sector). Second,
countries must ensure integrity of core fiscal operations

(tax collection, procurement, management of public

enterprises). Third, transparency and external oversight

(audit agencies, free press) are needed to promote

accountability. Finally, while promoting appropriate

incentives, there is also a need to effectively sanction
corrupt acts.

Building on the findings of the previous analysis
and the experience of countries across the world, the
chapter next discusses a comprehensive approach to
strengthening fiscal governance (Figure 2.14). Such an
approach will help to not only fight corruption but
also more generally contribute to reducing tax evasion
and waste in public programs and fostering account-
ability in decision making. The following are key
elements of strong fiscal governance, with an emphasis
on reducing vulnerabilities to corruption:

* Opverarching, cross-cutting elements that affect
all agencies: the legal framework, a professional
civil service, and the degree of digitalization (good
information technology systems that support man-
agement, control, and transparency). An effective
system of sanctions is also necessary to ensure
good governance

* Design of the organizational structures and integrity
of the processes, especially those that are higher risk,
to reduce opportunities for corruption.

* An effective control framework, including (1) inter-
nal controls and internal audits and (2) an indepen-
dent external oversight

* Finally, fiscal transparency, a core pillar to ensure
accountability and support the other elements of the

governance framework.

Fiscal Governance Framework

As illustrated by country experiences and by the
many vulnerabilities to leakages, the chances of
successfully containing corruption are higher when
countries improve several, mutually supporting institu-
tions. When capacity is constrained, governments can
prioritize areas of higher risk—for example, procure-
ment or tax administration—but eventually should

expand efforts to all the core institutions.

CHAPTER 2 CURBING CORRUPTION

Figure 2.14. Fiscal Governance Framework
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Overarching Legal Framework and
Information Systems

County experiences highlight some overarching
elements that promote a robust governance framework
across the public sector:

* A legal and regulatory framework clearly defin-

ing the accountability, transparency, and control

environment for the use of public resources. For

example, in Australia, the Public Governance, Per-
formance and Accountability Act of 2013 estab-
lished a system of governance and accountability
for the use and management of public resources for
all central government agencies and SOEs. Some
countries are also moving toward an ex ante review
of new laws (known as “corruption proofing”) to
minimize the risk of future corruption (for example,

Albania, Lithuania, South Korea).30
* A professional civil service, based on transparent,

merit-based hiring and remuneration procedures.

Codes of conduct and financial accountability

principles, including conflict of interest guidelines,

mandatory reporting of gifts, and declaration of
assets and interests accessible to the public, should
be in place.

30These reviews include identifying factors such as unclear defini-
tions of the rights and duties of public officials, excessive discretion-
ary powers, inadequate sanctions, lack of (or conflicting) regulatory
and administrative procedures, and disproportionate burdens on
citizens to exercise their rights (Hoppe 2014).
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Figure 2.15. Corruption Control and Attitude toward
Tax Cheating
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Sources: Afrobarometer; Latinobarémetro; Worldwide Governance
Indicators; and World Values Survey.

Note: The Control of Corruption Index provides a relative measure of
perceived corruption that ranges from —2.5 (high corruption) to 2.5 (low
corruption).

* Investment in digitalization to improve the integrity
of processes and facilitate transparency. Digitaliza-
tion affects many areas of the government, including
e-procurement, transparency (easier access to data),
and controls. A core element is a robust and compre-
hensive integrated financial management information
system to reduce human interaction and keep an
audit trail of financial transactions. As part of larger
reforms, France implemented a comprehensive system
of this type for the central government in the 2010s,
integrating all budget and accounting processes and
strengthening financial controls.! Governments will
also need to invest in technology to fight evolving
corrupt practices as new technologies present both a
challenge to and an opportunity for the fight against
corruption. Governments will need to tackle new
threats, including cyberattacks (Kopp, Kaffenberger,
and Wilson 2017).

Strong Institutions, Mechanisms, and Processes

A key pillar of governance is ensuring integrity in
the normal processes across the public sector. Design-

31'The adoption of the new overarching public financial manage-
ment law in 2001 was a key step toward greater fiscal transparency,
with modernized budget documentation and reporting as well as
increased parliamentary oversight after a review of the accountability
framework by all stakeholders in the budget execution process.
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ing sound mechanisms and tools that create appro-
priate incentives, limit discretion by public servants,
and include controls can reduce vulnerabilities to
corruption. Most exposed to corruption are processes
that involve bank transactions; interactions with third
parties (revenue collection, public procurement, and
management of SOEs); and recurrent, less-scrutinized
operations (such as payments for wages or goods

and services).

The ability of revenue administrations to fight cor-
ruption and tax evasion depends on the institutional
framework of the agency and the broader governance
context (Figure 2.15). For example, a study based
on interviews with Greek experts on tax administra-
tion highlighted impunity and political interventions
among the most frequently cited challenges (Antono-
kas, Giokas, and Konstantopoulos 2013). In addition,
a tax system that is clear, stable, and not overly com-
plex will be easier to administer and harder to evade.
Other features that can promote better governance
include (1) processes that reduce compliance costs and
are based on a risk-based approach, (2) operational
independence and effective internal audit and anti-
corruption units, (3) revenue administration processes
that are digitalized and automated (including auto-
mated system of internal controls and risk assessment),
and (4) institutional efforts to promote integrity (see
the online-only Annex 2.3). For example, Estonia’s Tax
and Customs Board is using big data analysis to create
risk profiles of tax payment transactions and permit
close monitoring of high-risk transactions.??

Tax authorities can also play a critical role in helping
fight corruption. Tax crime and corruption are often
linked, as criminals do not report income derived
from corrupt activities for tax purposes or overreport
to launder the proceeds of corruption. As such, tax
and law enforcement authorities can benefit from
more effective cooperation and sharing of information
(OECD and World Bank 2018).

Public procurement and public investment man-
agement remain among the most challenging areas.
Procurement processes should be competitive and

32Some custom authorities in Africa (Tanzania, Uganda) are using
online platforms to allow the trading community to report problems,
including corruption. Real-time information could be displayed at
strategic points in the offices or public areas where taxpayers are
served. The deterrent potential appears high with this approach
to visibility, but there are limitations (Fisman and Golden 2017),
and care is needed in the design and safeguards (Ryvkin, Serra, and
Tremewan 2017).



transparent and should allow for fair and effective

treatment of complaints. Noncompetitive procedures

or unsolicited proposals should be limited and tightly
regulated.33 For example, South Africa obtained signif-
icant savings on its public-private partnership program
by increasing competition.?* Initiatives in the areas of
public procurement and public investment manage-
ment include the following:

* A growing number of countries and institutions use
alert systems, or “red flags,” to minimize the risk of
corruption and fraud in public procurement. The
indicators that are more correlated with corruption
are large tenders, lack of transparency and collusion
among bidders, complaints from nonwinning bids,
substantial changes in the project after the award,
and a shortened time span for the bidding process
(Ferwerda, Deleanu, and Unger 2017). For example,
the European Commission assesses performance
of procurement across EU countries based on a
set of indicators,?> with several countries having
unsatisfactory scores in many indicators (Greece,
Italy, Portugal, Spain).3

* An increasing number of countries are adopting
e-procurement systems because they promote
transparency and efficiency, thus reducing cor-
ruption opportunities. Korea has one of the most
complete e-procurement systems, covering the entire
procurement cycle electronically. A corrupt activity
analysis system is in place and suspicious cases are
investigated.

* Investment projects, especially large ones, also
require proper oversight in other stages—project
planning, selection, and implementation—to ensure
that decisions are consistent with the public interest.
For example, in Malaysia, the central coordination

3In Cote d'Ivoire, the degree of openness in procurement
procedures (competitive versus restricted or closed tendering pro-
cess) is reviewed, presented in the Council of Ministers quarterly,
and published.

34In 2011, South Africa launched a competitive procurement pro-
gram for renewable energy, resulting in significant drops in prices of
renewable energy, mainly owing to a clear, transparent, and compre-
hensive public-private partnership and Independent Power Producer
procurement framework and a dedicated public-private partnership
unit of the Ministry of Finance (Eberhard and others 2016).

35The three most important are (1) the proportion of contracts
awarded with a single bidder; (2) the proportion of procurement
procedures negotiated with a company without a call for bids; and
(3) the value of public procurement advertised to businesses, that is,
the access and openness of public procurement.

36Some progress has been made; for example, Spain adopted a
new procurement law in 2018.
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unit produces weekly monitoring reports, measur-
ing both financial and physical progress of invest-
ment projects.

Well-functioning budget and treasury systems are
also critical for good management of public money.
Budget execution processes should be governed by a
strong chain of control throughout the process, with
adequate segregation of duties. The budget system
should be comprehensive, and borrowing should be
centralized and authorized by law. The use of extra-
budgetary funds (including donor-financed activi-
ties) should be avoided because it tends to involve
less-stringent controls and scrutiny, increasing vulnera-
bility to misuse of the funds. Digitalization of wage bill
payments, combined with payroll monitoring systems,
can help identify irregularities or ghost workers. Trea-
sury systems and bank transactions should be compre-
hensive and subject to tightly controlled processes. A
Treasury single account, consolidating all government
receipts and payment transactions, is crucial to moni-
tor and control flows.

Many countries either lack key elements of good
corporate governance for SOEs in their laws or do not
fully implement such elements in practice. The OECD
guidelines on corporate governance for SOEs provide
the core international standards.

* One crucial element is the relationship between
the state (as owner) and SOE management. The
governance responsibilities of the state (at the
national or subnational level) include proper exercise
of its ownership duties. This implies monitoring
performance regularly and avoiding undue political
interference (including addressing conflicts of inter-
est). One challenge has been transparently selecting
SOE boards that are independent and qualified.
For example, a study of local public utilities in Italy
finds that when boards were dominated by polit-
ically connected directors, SOE employment was
higher and firm performance was worse (Menozzi,
Urtiaga, and Vannoni 2012).

* Another challenge is to fully integrate good cor-
porate governance practices in day-to-day activi-
ties, including effective internal controls and risk
management systems. Good corporate governance
also means ensuring a high degree of accountability
through wide-ranging transparency. Even countries
that were perceived to have relatively good moni-
toring and reporting of SOEs activities previously
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Figure 2.16. Corruption Is a Challenge for Many Resource-Rich Countries
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Sources: Natural Resource Governance Institute 2017; and Worldwide Governance Indicators.

Note: Panel 1 shows the corporate governance and transparency scores of the sovereign wealth funds and the size of assets as a percentage of 2016
GDP. Caution is needed in interpreting scores for any individual country as the quality of underlying data can vary across countries and data sources. In
panel 2, the boxes show the median as well as the 25th and 75th percentiles, while the whiskers show the bottom and top 5 percent of the data. The
definition of resource-rich countries follows the October 2015 Fiscal Monitor. The Control of Corruption Index provides a relative measure of perceived

corruption that ranges from —2.5 (high corruption) to 2.5 (low corruption).

have been struggling with corruption in some of
their largest companies, leading to further reforms
to improve corporate governance (Brazil, South
Africa). In 2017, Transparency International issued a
guide to further strengthening corporate governance
by committing to specific procedures to reduce
corruption risks.

The governance challenges of commodity-rich
countries—that is, the management of public assets—
call for ensuring a high degree of transparency and
accountability in the exploration of such resources.
Countries should develop frameworks that limit discre-
tion, given the high risk of abuse, and allow for heavy
scrutiny (Box 2.1). For example, Mexico adopted
high transparency standards to recover public trust
in the management of the oil sector.’” At the inter-
national level, the EITT has promoted new disclosure

37The National Hydrocarbons Commission awards license con-
tracts through open tender processes with clear prequalification and
evaluation criteria and independent verification of the final award.
All final bids and associated scores are made public, and bid awards
are published (Pattanayak and others 2018). (The new government
has canceled all auctions temporarily.)
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standards—both within countries and for foreign
companies operating in the sector in a country—and
monitors countries’ abidance. Some progress has been
made, but only a few countries follow most EITI
recommendations.

The sheer size of economic rents associated with
natural resources demands especially strong institu-
tional safeguards.?® Such rents create incentives for
payment of bribes or even state capture to secure
control over the country’s natural wealth. It is then
critical to develop a strong institutional framework
to manage these resources—including good manage-
ment of the financial assets kept in sovereign wealth
funds—and to ensure that proceeds are appropriately
spent. This remains a significant challenge in many
resource-rich countries that, on average, have weaker
institutions and higher corruption (Figure 2.16).
The economic costs (sometimes referred to as the
“resource curse”) can be significant (see the October
2015 Fiscal Monitor).

38Economic rent is the extra amount paid (over what would be
paid for the best alternative use) to somebody or for something
useful whose supply is limited. Natural resources are a source of rents
because their market price far exceeds their cost of exploration.



Effective Internal Control Environment

Internal controls and audits are essential to help
minimize waste, mismanagement, and corruption.
Internal controls need to apply to all activities of the
government units, and it is important to set a clear
“tone at the top” for integrity. The control environ-
ment should be (1) based on risk assessments with
corresponding mitigating measures, (2) documented
and disseminated, and (3) regularly assessed by both
internal and external auditors.

Implementation of an effective control system
remains one of the major challenges. The public
sector is usually characterized by considerable levels
of “formal” controls (such as signatures and approv-
als), but their efficiency has proved uneven. In the
private sector, the Sarbanes-Oxley Act of 2002 in the
United States spurred a profound overhaul of financial
controls, the oversight role of boards of directors, and
the independence of the external auditor after major
financial scandals in that country associated with weak
governance, fraud, and corruption. The principles in
this framework are being gradually adopted by public
sectors around the world, especially in EU countries.
Even so, weak internal controls continue to undermine
the ability to ensure that public money is used prop-
erly (Peru, United States).?> More generally, countries
are still making progress on core elements, including
managerial accountability, independent internal audits,
and development of capacity to prevent and detect
fraud and corruption.

Independent External Oversight

External scrutiny by supreme audit institutions
(SAIs), parliaments, and civil society helps safeguard
the integrity of public finances and hold civil ser-
vants and elected officials accountable. SAls certify
that public resources are raised and spent in accor-
dance with legal requirements; they also ensure that
these activities are accurately reported to the public.
Focused audits can help fight corruption by identify-

31n Peru, the external auditor is pushing for a reform given that
most public institutions have weak internal control systems. In the
United States, over the past 20 years, the Government Accountabil-
ity Office has not been able to express an opinion on the consoli-
dated financial statements of the US government, mostly because of
inadequate financial management and internal control weaknesses at
the Department of Defense. In response, the Department of Defense
has conducted the first audit (2018) of its operations and is planning
to address the weaknesses identified.

CHAPTER 2 CURBING CORRUPTION

Figure 2.17. Many Audit Agencies Are Constrained by a
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ing waste and mismanagement. For example, social
audits have been in place in India since 2005 to
oversee the implementation of a large job guarantee
program and to fight corruption in the program.
These audits were endorsed and supported by the
Indian SAI and relied on the strong and direct partic-
ipation of citizens. SAls also help promote integrity
by reviewing the reliability of the internal control and
audit framework.

SAIs face challenges in fulfilling their role as
independent external auditors. According to a 2014
survey of 177 such institutions (IDI 2014), 40 percent
indicated that the executive interfered with their bud-
get process, including unapproved cuts by the Min-
istry of Finance, undermining their effectiveness and
independence (Figure 2.17). The survey also indicated
that many SAls in developing countries need further
capacity-building and political support to fulfill their
mandates of preventing, detecting, and reporting on
corruption.
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Transparency Standards

A high degree of transparency allows for more
intrusive scrutiny, which is essential to ensure account-
ability. For example, timely and accurate fiscal reports
are critical to monitor budget execution and help detect
fraudulent use of public funds. Making fiscal informa-
tion accessible to the public ensures that the legislature,
audit institutions, the media, and civil society groups
can effectively perform their oversight roles. In that con-
text, the IMF’s Fiscal Transparency Code sets standards
for international good practices in fiscal transparency.4?

Transparency practices vary significantly (as shown
earlier), with many countries still providing limited
or incomplete reporting on their activities. A growing
number of countries, recognizing the crucial role of
transparency, have established legislation that sets out
requirements for public disclosure of information.

For example, after misreporting on the state of public
finances in New Zealand and Australia in the early
1990s, both countries moved to strengthen fiscal trans-
parency requirements through the Fiscal Responsibility
Act and the Charter of Budget Honesty Act 1998,
respectively, which mandate standards for disclosure of
fiscal information. Some countries are taking advantage
of new technologies to increase the availability and
timeliness of information. For example, Colombia,
Costa Rica, and Paraguay, with the support of the
Inter-American Development Bank, use an online
platform that allows citizens to monitor the physical
and financial progress of investment projects, leading
to increases in completion rates and more reporting of

irregularities (Kahn, Baron, and Vieyra 2018).

Enforcement

The elements of the governance framework
discussed above need to be supported by an effec-
tive system to detect and punish corrupt acts. The
deployment of tip-off boxes, confidential public
hotlines, and feedback mechanisms can encourage
reporting of corrupt acts. Whistleblower protections
are crucial for those who report misconduct (OECD
2016). Moreover, financial institutions should be

“40The Fiscal Transparency Code is complemented by several other
guidelines and accountability tools. Some of the key principles
regarding fiscal reports are that they should be timely and com-
prehensive, covering all transactions of public sector institutions
including fiscal flows, assets and liabilities, and contingent commit-
ments; classify information in ways that make clear the use of public
resources; and be in line with international standards.
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obligated to report to their national financial intel-
ligence units when they suspect that a client is
involved in corruption or related money laundering.
Different institutions and instruments can uncover
corrupt transactions. Some SAls can enforce sanc-
tions, including requiring monies to be refunded
and imposing fines, and some have a judicial role
(France). Ministries of finance can also enforce a vari-
ety of sanctions (for example, administrative, disci-
plinary). But the main route is criminal enforcement
by law enforcement agencies. These often are special-
ist units (and sometimes agencies) tasked to investi-
gate, prosecute, and adjudicate corruption (Box 2.2).
An effective system of sanctions is critically import-
ant in creating effective disincentives to corruption, but
the system also needs to allow for flexibility to min-
imize damage to the economy and policy objectives.
This has been a challenge, particularly when corrup-
tion is detected in large public investments (including
public-private partnerships and SOEs). For example,
in some Latin American countries, discovery of a
corrupt act can lead to suspension of projects in line
with a zero-tolerance policy (Michele, Prats, and Revol
2018).41 One possible approach is to continue a project
if it is in the public interest, while adopting additional
safeguards and still prosecuting and imposing sanctions
on corrupt actors (Canada, European Union).

International Cooperation

Corruption is a global challenge with important
transnational dimensions: multinational companies
offer bribes to facilitate their business abroad; likewise,
bribe recipients take advantage of opacity in secrecy
jurisdictions, including international financial cen-
ters, to hide corruption proceeds. The involvement of
multinationals in corrupt acts, in turn, is related to
institutional weaknesses in recipient countries and usu-
ally involves bribes to obtain contracts or concessions
(Figure 2.18).42 Conversely, corruption at home is

“41Corruption scandals in some Latin American countries (for
example, Brazil, Peru) affected large infrastructure investments with
a macroeconomic impact. In some cases, projects were stopped after
already-large initial investments.

“2Recent examples involving multinationals paying bribes to offi-
cials in several countries include Siemens (Germany), which, accord-
ing to the US Securities and Exchange Commission, paid more than
$1.4 billion in bribes to government officials across Asia, Africa,
Europe, the Middle East, and the Americas; and Odebrecht (Brazil),
which paid bribes in at least 12 countries (10 in Latin America and
two in Africa), according to Transparency International.



Figure 2.18. Purpose of Foreign Bribes
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facilitated by the ability to hide illicit gains abroad—in
opaque offshore financial centers. These are estimated
to hold about $7 trillion in hidden wealth deposited
by individuals—equivalent to 10 percent of world
GDP (Damgaard, Elkjaer, and Johannesen 2018).
Although not all of these assets are related to corrupt
activities, these flows greatly facilitate corruption.

International cooperation is an increasingly import-
ant element in anticorruption efforts and in building
stronger institutions. More countries, especially OECD
member countries, have been following the example
of the US Foreign Corrupt Practices Act, which makes
it an offense for US firms to pay bribes to get busi-
ness abroad. These efforts include coordinated action
through international initiatives, such as the OECD
Anti-Bribery Convention. However, enforcement by
individual countries has been uneven, and the flow of
information between countries is slow and unreliable,
making it harder to investigate and prosecute corrupt
acts (OECD 2018b).%3 Improving the sharing of infor-
mation on international trade could also help fight
corruption in customs.

International institutions and aid donors can also
play a role. Donors can promote aid that supports good
governance. They can also lead by example by improv-

“43The United Nations also adopted a convention against corruption
(United Nations Convention against Corruption) in 2003. The work
of the United Nations has mainly been to encourage countries to share
information. See Rose-Ackerman and Palifka (2016) for a history of
international efforts.
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ing transparency in how their aid is used—at present,
practices vary greatly across donors.# International insti-
tutions, including the IMF (Box 2.3), have promoted
international standards and disseminated country expe-
riences in areas such as transparency and good gover-
nance. The Group of 20 and the OECD have developed
a new global standard on the automatic exchange of
information to fight tax evasion.> This includes stricter
requirements to disclose beneficial owners.

Conclusion

Curbing corruption is a challenging endeavor, but
one that can bring substantial benefits. On the fiscal
front, less corruption means lower revenue leakage
and less waste in expenditures, and higher quality of
public education and infrastructure. It also increases
the chances of success in meeting the Sustainable
Development Goals and restoring trust in govern-
ment. Whereas major political changes occasionally
present opportunities for ambitious reforms and rapid
improvements, in most circumstances, progress in
fighting corruption is likely to be gradual and requires
political will, perseverance, and a commitment to con-
tinuously upgrade institutions over many years.

Improving fiscal institutions and practices is essential
to enhancing integrity and accountability throughout
the public sector. The chances of success are greater
when countries improve several mutually supporting
institutions to tackle corruption. A fiscal governance
framework requires a professional and ethical civil
service as a key pillar. It demands assiduously upgrad-
ing fiscal processes, such as procurement and revenue
administration, as well as internal controls. It also
requires embracing high levels of transparency and
independent external scrutiny, including by civil soci-
ety and the media.

The benefits of better fiscal institutions will be
enhanced if accompanied by other institutions, such
as appropriate legal frameworks, as well as timely and

44Publish What You Fund publishes the Aid Transparency Index
showing how donors perform relative to the International Aid Trans-
parency Initiative standards. The 2018 index shows large differences
in the degree of transparency across donors.

“Participating jurisdictions that implement this standard send and
reccive previously agreed-upon information each year. This initiative
runs in parallel with another initiative to address Base Erosion and
Profit Shifting, whereby companies use tax planning strategies that
exploit gaps and mismatches in tax rules to artificially shift profits to
low- or no-tax locations.
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evenhanded enforcement by the courts. Likewise, trans-
parency has a more beneficial impact in the presence
of press freedom and an active civil society. Moreover,
adopting new technologies, such as digitalization, is key
to fighting constantly evolving corruption challenges.
For example, e-procurement can be an effective tool to
promote greater transparency, increase competition, and
reduce the scope for discretionary decisions.

Finally, to fight corruption effectively in a global

economy, international cooperation is necessary in
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several areas, including the design and enforcement
of legislation against bribery of foreign officials,
transparency in international transactions in the
natural resource sector, anti-money-laundering activ-
ities and greater international information sharing
among the relevant authorities, and a reduction in
the opacity of ultimate (or beneficial) ownership of
assets abroad. Finally, international institutions can
help by promoting dissemination of good practices
and peer learning.



Box 2.1. Governance in the Extractive Industries

The IMF Fiscal Transparency Code sets out princi-
ples and practices for resource-rich countries at each
stage of natural resource management. Areas to reduce
opportunities for corruption include:

Allocation and Disclosure of Rights

* Open and clear procedures for allocating resource
rights are fundamental for the extractive industries
to develop in an efficient and transparent manner.
Procedures should be based on clear objectives, such
as finding the most suitable investor to develop the
resource (Mexico's recent licensing rounds).

* Disclosure of resource rights in a license or contract
registry is internationally recognized as best practice
(for example, Colombia, Liberia, United Kingdom).
The availability of this information makes the gov-
ernment and company accountable to parliament
and the public at large. Reducing opportunities for
corruption also requires defining fiscal regimes in
model contracts and legislation, establishing the
variable parameters along with clear qualification
and bid evaluation criteria ahead of time, and
limiting officials’ discretion in negotiating new
contracts, changes to existing contracts, or licensing
procedures—for example, by using competitive and
open allocation processes.

* Reporting on beneficial owners of resource rights
is emerging as an international norm, with all
51-member countries of the Extractive Industries
Transparency Initiative (EITI) having established
plans for such disclosure by 2020. As a next step,
publication of the associated corporate structure
(that is, the chain of intermediaries connecting the
beneficial owner and license holder) would ensure
complete transparency regarding the ultimate owner
of a resource right.

Resource Revenue Administration and Collection

o Clear resource revenue collection, audit, and com-
pliance procedures are needed to ensure that the
correct amounts of revenue are collected. Revenues

should be reported at the project level. Several EITI
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members (Indonesia, Kazakhstan) have made prog-
ress in project-level reporting.

* Governments can enhance transparency by requit-
ing that companies report on all payments to gov-
ernment. The disclosure requirement should extend
to any corporate entity engaging in natural resource
exploration, extraction, or commodity trading.

National Oil and Mining Companies

* Awareness of the need to strengthen transparency
and governance among state-owned enterprises
(SOEs), especially in the extractive sector, is grow-
ing. The 2016 EITI Standard outlines the require-
ments and recommendations applicable to SOEs
from participating countries, including disclosure
requirements on beneficial ownership, commodity
sales, revenue transfers, and quasi-fiscal expenditures.

* SOE: are increasingly defining clear governance
guidelines and codes and publishing information on
governance policies and practices (Chile’s Codelco
and Brazil’s Petrobras provide such information
on their websites). Transparency can be further
strengthened with detailed disclosure of quasi-fiscal
spending and procurement contract awards, both
high-risk areas of mismanagement.

Sovereign Wealth Funds

* Another challenge is to ensure that the large financial
assets included in oil or other sovereign wealth funds
are well managed in a transparent way to reduce the
potential for misuse. While some sovereign wealth
funds are highly transparent in governance and oper-
ations (Norway), others—including several major oil
exporters in the Gulf—provide little information.

* Sovereign wealth funds should abide by clearly estab-
lished rules and governance arrangements, and report
regularly on operations and investment performance,
with externally audited annual financial statements.
The Santiago Principles present a sound basis for
the transparency practices of sovereign wealth funds
(IWG 2008). Preferably they should not be allowed
to undertake extrabudgetary spending.
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Box 2.2. Supportive Legal Systems

Robust legal systems for detecting, investigating, and
prosecuting acts of corruption are critical to the effec-
tiveness of fiscal governance frameworks. They motivate
compliance and discourage criminal behavior, such as
violation of the relevant laws, rules, and regulations.

Anticorruption

An effective anticorruption regime includes a
sound statutory framework implemented by effective
institutions, focusing on detection and investigation,
prosecution, and adjudication.

* These functions often are carried out by the regular
law enforcement agencies, sometimes with officers
or sections specializing in corruption.

* Some countries have anticorruption agencies. Most
of these agencies are cither preventive, repressive,
or a hybrid pursuing both objectives (Hong Kong
Special Administrative Region, Latvia). Preven-
tive agencies typically provide policy advice and
public information. Repressive covers investigation,
prosecution, or both. Some have only investigative
powers, while others also have prosecution powers.

* Corruption cases are most often filed before the reg-
ular courts, sometimes staffed by specialized judges.
However, when faced with judicial corruption, coun-
tries may opt for distinct courts (or court units) with
distinct procedures, staffing, and other facilities, as
well as special safeguards, to process corruption and
financial crimes cases impartially and with efficiency.

Anti—Money-Laundering Regimes

The proceeds of corruption must almost always be
laundered, that is, made to appear legitimate in order
to be spent, transferred, or invested. As such, anti—
money-laundering (AML) tools strengthen the deter-
rent value and effectiveness of “traditional” repressive
frameworks by:

* Helping to detect corrupt practices via the laundering
of the related proceeds: The Financial Action Task
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Force, the global AML standards setter, requires
countries to mandate and ensure that financial
institutions monitor their customers’ transactions,
with special attention to those conducted by
“Politically Exposed Persons,”! and report those that
are suspicious.

* Supporting the investigation of corrupt practices and
related money laundering: Countries should conduct
financial investigations (“follow the money”) in
the case of proceeds-generating crimes and should
ensure the transparency of beneficial ownership,
typically by requiring that legal entities (for exam-
ple, opaque investment vehicles) and arrangements
(for example, trusts) disclose the names of the nat-
ural persons who ultimately own or control them—
whether to official registries or to the financial
institutions holding their accounts. This can help in
the investigation of cases in which public officials
steer government contracts to companies that they
or their associates own.?

* Establishing adequate sanctions for convicted officials
and their acmmplicex: First, officials convicted of
both corruption and money laundering face more
severe penalties. Second, because money laundering
is a stand-alone offense, the accomplices of corrupt
officials may be convicted of money laundering
even if they were not involved in the act of corrup-
tion. And third, the sanctions prescribed for money
laundering should be “dissuasive,” such that corrupt
officials face serious consequences for laundering
the proceeds of their crimes.

ISuch as senior politicians, senior government, judicial, or mil-
itary officials, and executives of state-owned enterprises.

?Nigeria illustrates the importance of transparency with
respect to beneficial ownership. In 1998, a former oil minister
granted himself the rights to exploit a large oil field by signing
them over, right before leaving office, to an ostensibly indepen-
dent firm that he secretly controlled.



Box 2.3. IMF Work on Fiscal Governance

Opver the years, the International Monetary Fund
has built up comprehensive diagnostics on the quality
of fiscal institutions, supplying a wealth of informa-
tion on many aspects of fiscal governance, including
public financial management and revenue admin-
istration. These tools have been part of the IMF’s
capacity-building work across its membership. They
help strengthen core institutional processes, promote
integrity in public administration, and promote fiscal
transparency. This work has been undertaken in
cooperation with other international institutions (for
example, the World Bank) and donors.

Public Investment Management Assessments (PIMAs)
help countries evaluate the strength of their public
investment management practices.! They evalu-
ate 15 institutions that shape public investment
decision making at three key investment stages: plan-
ning, allocation, and implementation. As of February
2019, 51 countries had completed a PIMA, provid-
ing a basis to set up a reform plan tailored to each
country’s needs.

Fiscal Transparency Evaluations (FTEs) assess fiscal
transparency practices against the principles outlined
in the Fiscal Transparency Code with a focus on four
pillars: (1) fiscal reporting; (2) fiscal forecasting and
budgeting; (3) fiscal risk analysis and management;
and (4) resource revenue management for specific
needs of resource-rich countries. As of February 2019,
25 FTEs were publicly available.?

!https://www.imf.org/external/np/fad/publicinvestment/#3.
2https://www.imf.org/external/np/fad/trans/index.htm.
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Other tools in public financial management
include the long-established Public Expenditure
and Financial Actaunml?ilit)/ assessment, which
has covered many low-income countries, and the
Public-Private Partnership Fiscal Risk Assessment
Model, which gauges potential fiscal costs and risks
arising from public-private partnerships. Another
diagnostic tool related to resource revenue man-
agement is the Fiscal Analysis of Resource Industries
framework, which assists countries in designing fiscal
regimes for natural resources.

A similar suite of tools is available to assess the per-
formance of tax and customs administrations. The Zax
Administration Diagnostic Tool (TADAT) is designed
to provide an objective assessment of the health of key
components of a country’s system of tax administra-
tion.? TADAT assessments identify relative strengths
and weaknesses, which helps in setting and prioritiz-
ing reform agendas and facilitating external support
for reforms. Other IMF diagnostic tools for revenue
administration include the Revenue Administration
Fiscal Information Tool, which compiles a set of perfor-
mance indicators, and the Revenue Administration—Gap
Analysis Program, which helps countries estimate the
size of tax gaps for major taxes; it provides a better
understanding of factors affecting the size of, and
changes in, those gaps—in particular, those stemming
from taxpayer noncompliance.

3hetp://www.tadat.org/.
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COUNTRY ABBREVIATIONS

Code Country name Code Country name
AFG Afghanistan DOM Dominican Republic
AGO Angola DZA Algeria

ALB Albania ECU Ecuador

ARE United Arab Emirates EGY Egypt

ARG Argentina ERI Eritrea

ARM Armenia ESP Spain

ATG Antigua and Barbuda EST Estonia

AUS Australia ETH Ethiopia

AUT Austria FIN Finland

AZE Azerbaijan FJ1 Fiji

BDI Burundi FRA France

BEL Belgium FSM Micronesia, Federated States of
BEN Benin GAB Gabon

BFA Burkina Faso GBR United Kingdom
BGD Bangladesh GEO Georgia

BGR Bulgaria GHA Ghana

BHR Bahrain GIN Guinea

BHS Bahamas, The GMB Gambia, The

BIH Bosnia and Herzegovina GNB Guinea-Bissau
BLR Belarus GNQ Equatorial Guinea
BLZ Belize GRC Greece

BOL Bolivia GRD Grenada

BRA Brazil GTM Guatemala

BRB Barbados GUY Guyana

BRN Brunei Darussalam HKG Hong Kong Special Administrative Region
BTN Bhutan HND Honduras

BWA Botswana HRV Croatia

CAF Central African Republic HTI Haiti

CAN Canada HUN Hungary

CHE Switzerland IDN Indonesia

CHL Chile IND India

CHN China IRL Ireland

CIv Céte d’Ivoire IRN Iran

CMR Cameroon IRQ Iraq

COD Congo, Democratic Republic of the ISL Iceland

COG Congo, Republic of ISR Israel

COL Colombia ITA Italy

COM Comoros JAM Jamaica

Crv Cabo Verde JOR Jordan

CRI Costa Rica JPN Japan

CYP Cyprus KAZ Kazakhstan

CZE Czech Republic KEN Kenya

DEU Germany KGZ Kyrgyz Republic
DJI Djibouti KHM Cambodia

DMA Dominica KIR Kiribati

DNK Denmark KNA St. Kitts and Nevis
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Code Country name Code Country name
KOR Korea ROU Romania

KWT Kuwait RUS Russia

LAO Lao PD.R. RWA Rwanda

LBN Lebanon SAU Saudi Arabia
LBR Liberia SDN Sudan

LBY Libya SEN Senegal

LCA St. Lucia SGP Singapore

LKA Sri Lanka SLB Solomon Islands
LSO Lesotho SLE Sierra Leone
LTU Lithuania SLV El Salvador
LUX Luxembourg SMR San Marino
LVA Latvia SOM Somalia

MAR Morocco SRB Serbia

MDA Moldova STP Sao Tomé and Principe
MDG Madagascar SUR Suriname

MDV Maldives SVK Slovak Republic
MEX Mexico SVN Slovenia

MHL Marshall Islands SWE Sweden

MKD Macedonia, former Yugoslav Republic of SWZ Swaziland

MLI Mali SYC Seychelles

MLT Malta SYR Syria

MMR Myanmar TCD Chad

MNE Montenegro TGO Togo

MNG Mongolia THA Thailand

MOZ Mozambique TJK Tajikistan

MRT Mauritania TKM Turkmenistan
MUS Mauritius TLS Timor-Leste
MWI Malawi TON Tonga

MYS Malaysia TTO Trinidad and Tobago
NAM Namibia TUN Tunisia

NER Niger TUR Turkey

NGA Nigeria TUV Tuvalu

NIC Nicaragua TWN Taiwan Province of China
NLD Netherlands TZA Tanzania

NOR Norway UGA Uganda

NPL Nepal UKR Ukraine

NZL New Zealand URY Uruguay

OMN Oman USA United States
PAK Pakistan UZB Uzbekistan
PAN Panama VCT St. Vincent and the Grenadines
PER Peru VEN Venezuela

PHL Philippines VNM Vietnam

PLW Palau vuT Vanuatu

PNG Papua New Guinea WSM Samoa

POL Poland YEM Yemen

PRT Portugal ZAF South Africa
PRY Paraguay ZMB Zambia

QAT Qatar ZWE Zimbabwe
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GLOSSARY

Automatic stabilizers Revenue and some expenditure
items that adjust automatically to cyclical changes in

the economy—for example, as output falls, revenue
collections decline and unemployment benefits increase,

which “automatically” provides demand support.

Balance sheet Statement of the values of the stock
positions of assets owned and liabilities owed by a unit, or
group of units, drawn up in respect of a particular point

in time.

Contingent liabilities Obligations that are not
explicitly recorded on government balance sheets and that
arise only in the event of a particular discrete situation,

such as a crisis.

Countercyclical fiscal policy Active changes in
expenditure and tax policies to smooth the economic
cycle (by contrast with the operation of automatic
stabilizers); for instance, by cutting taxes or raising

expenditures during an economic downturn.

Share of individuals

or households of a particular socioeconomic group who

Coverage of public benefits

receive a public benefit.

Cyclically adjusted balance (CAB)

between the overall balance and the automatic stabilizers;

Difference

equivalently, an estimate of the fiscal balance that would
apply under current policies if output were equal to

potential.

Cyclically adjusted primary balance (CAPB)
Cyclically adjusted balance excluding net interest payments

(interest expenditure minus interest revenue).

Fiscal buffer

resources and reducing public debt in good times.

Fiscal space created by saving budgetary

Fiscal multiplier Measures the short-term impact of
discretionary fiscal policy on output. Usually defined as
the ratio of a change in output to an exogenous change in

the fiscal deficit with respect to their respective baselines.

Fiscal stabilization Contribution of fiscal policy to
output stability through its impact on aggregate demand.

General government All government units and all
nonmarket, nonprofit institutions that are controlled
and mainly financed by government units comprising
the central, state, and local governments; includes social
security funds and does not include public corporations

or quasicorporations.

Gross debt  All liabilities that require future payment
of interest and/or principal by the debtor to the creditor.
This includes debt liabilities in the form of special
drawing rights, currency, and deposits; debt securities;
loans; insurance, pension, and standardized guarantee
programs; and other accounts payable. (See the IMF’s
2001 Government Finance Statistics Manual and Public
Sector Debr Statistics Manual.) The term “public debt” is
used in the Fiscal Monitor, for simplicity, as synonymous
with gross debt of the general government, unless
specified otherwise. (Strictly speaking, public debt refers
to the debt of the public sector as a whole, which includes
financial and nonfinancial public enterprises and the

central bank.)

Liquid assets Assets that can be readily converted

to cash.

Net debt

corresponding to debt instruments. These financial

Gross debt minus financial assets

assets are monetary gold and special drawing rights;
currency and deposits; debt securities; loans, insurance,
pensions, and standardized guarantee programs; and other
accounts receivable. In some countries, the reported net
debt can deviate from this definition based on available

information and national fiscal accounting practices.

Net (financial) worth Net worth is a measure of
fiscal solvency. It is calculated as assets minus liabilities.
Net financial worth is calculated as financial assets minus

liabilities.

Nonfinancial public sector General government plus

nonfinancial public corporations.

Output gap Deviation of actual from potential GDD,
in percent of potential GDP.
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Overall fiscal balance (also “headline” fiscal
balance) Net lending and borrowing, defined as the
difference between revenue and total expenditure, using
the IMF’s 2001 Government Finance Statistics Manual
(GFSM 2001). Does not include policy lending. For
some countries, the overall balance is still based on the
GFSM 1986, which defines it as total revenue and grants

minus total expenditure and net lending.

Estimate of the level of GDP that can

be reached if the economy’s resources are fully employed.

Potential output

Primary balance Overall balance excluding net interest

payments (interest expenditure minus interest revenue).

Procyclical fiscal policy  Fiscal policy is said to be
“procyclical” when it amplifies the economic cycle, for
instance by raising taxes or cutting expenditures during an

economic downturn.
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Progressive (or regressive) taxes Taxes that feature

an average tax rate that rises (or falls) with income.
Public debt  See gross deb.

Public sector Includes all resident institutional units
that are deemed to be controlled by the government.
It includes general government and resident public

corporations.

Structural fiscal balance

cyclically adjusted balance that also corrects for other

Extension of the

nonrecurrent effects that go beyond the cycle, such
as one-off operations and other factors whose cyclical
fluctuations do not coincide with the output cycle
(for instance, asset and commodity prices and output

composition effects).



METHODOLOGICAL AND STATISTICAL APPENDIX

This appendix comprises four sections. “Data and
Conventions” provides a general description of the
data and conventions used to calculate economy group
composites. “Fiscal Policy Assumptions” summarizes
the country-specific assumptions underlying the
estimates and projections for 2019-20 and the
medium-term scenario for 2021-24. “Definition and
Coverage of Fiscal Data” summarizes the classification
of countries in the various groups presented in the
Fiscal Monitor and provides details on the coverage and
accounting practices underlying each country’s Fiscal
Monitor data. Statistical tables on key fiscal variables
complete the appendix. Data in these tables have been
compiled based on information available through
March 29, 2019.

Data and Conventions

Country-specific data and projections for key fiscal
variables are based on the April 2019 World Economic
Outlook database, unless indicated otherwise, and
compiled by the IMF staff. Historical data and
projections are based on information gathered by IMF
country desk officers in the context of their missions
and through their ongoing analysis of the evolving
situation in each country; they are updated on a
continual basis as more information becomes available.
Structural breaks in data may be adjusted to produce
smooth series through splicing and other techniques.
IMEF staff estimates serve as proxies when complete
information is unavailable. As a result, Fiscal Monitor
data can differ from official data in other sources,
including the IMF’s International Financial Statistics.

Sources for fiscal data and projections not covered
by the World Economic Outlook database are listed in
the respective tables and figures.

The country classification in the Fiscal Monitor
divides the world into three major groups: 35 advanced
economies, 40 emerging market and middle-income
economies, and 40 low-income developing countries.
The seven largest advanced economies as measured by
GDP (Canada, France, Germany, Italy, Japan, United
Kingdom, United States) constitute the subgroup of
major advanced economies, often referred to as the
Group of Seven (G7). The members of the euro area

are also distinguished as a subgroup. Composite data
shown in the tables for the euro area cover the current
members for all years, even though the membership
has increased over time. Data for most European
Union member countries have been revised following
the adoption of the new European System of National
and Regional Accounts (ESA 2010). The low-income
developing countries (LIDCs) are countries that have
per capita income levels below a certain threshold
(currently set at $2,700 in 2016 as measured by

the World Bank’s Atlas method), structural features
consistent with limited development and structural
transformation, and external financial linkages are
insufficient open to be widely seen as emerging market
economies. Zimbabwe is included in the group.
Emerging market and middle-income economies
include those not classified as advanced economies

or low-income developing countries. See Table A,
“Economy Groupings,” for more details.

Most fiscal data refer to the general government for
advanced economies, while for emerging markets and
developing economies, data often refer to the central
government or budgetary central government only (for
specific details, see Tables B-D). All fiscal data refer
to calendar years, except in the cases of Bangladesh,
Egypt, Ethiopia, Haiti, Hong Kong Special
Administrative Region, India, the Islamic Republic of
Iran, the Lao People’s Democratic Republic, Myanmar,
Nepal, Pakistan, Singapore, and Thailand, for which
they refer to the fiscal year. For economies whose fiscal
year ends on or before June 30, data are recorded
in the previous calendar year. For economies whose
fiscal year ends after June 30, data are recorded in the
current calendar year.

Composite data for country groups are weighted
averages of individual-country data, unless specified
otherwise. Data are weighted by annual nominal GDP
converted to US dollars at average market exchange
rates as a share of the group GDP.

For the purpose of data reporting in the Fiscal
Monitor, the Group of 20 (G20) member aggregate
refers to the 19 country members and does not include
the European Union.

In the majority of advanced economies, and some
large emerging market and middle-income economies,
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fiscal data follow the IMF’s 2014 Government Finance
Statistics Manual (GFSM 2014) or are produced using
national accounts methodology following System of
National Accounts 2008 (SNA 2008) or ESA 2010,
both of which are broadly aligned with GFESM 2014.
Most other countries follow the GFSM 2001, but
some countries, including a significant proportion

of low-income developing countries, have fiscal data
which is based upon the 1986 Government Finance
Statistics Manual. The overall fiscal balance refers

to net lending (+) and borrowing (-) of the general
government. In some cases, however, the overall
balance refers to total revenue and grants minus total
expenditure and net lending.

The fiscal gross and net debt data reported in the
Fiscal Monitor are drawn from official data sources and
IMF staff estimates. While attempts are made to align
gross and net debt data with the definitions in the
IMF’s Government Finance Statistics Manual, as a result
of data limitations or specific country circumstances,
these data can sometimes deviate from the formal
definitions. Although every effort is made to ensure the
debt data are relevant and internationally comparable,
differences in both sectoral and instrument coverage
mean that the data are not universally comparable. As
more information becomes available, changes in either
data sources or instrument coverage can give rise to data
revisions that can sometimes be substantial.

As used in the Fiscal Monitor, the term “country”
does not in all cases refer to a territorial entity that is a
state as understood by international law and practice.
As used here, the term also covers some territorial
entities that are not states but whose statistical data are
maintained on a separate and independent basis.

Argentina: Total expenditure and the overall balance
account for cash interest only. The primary balance
excludes profit transfers from the central bank of
Argentina. Interest expenditure is net of interest
income from the social security administration. For
GDP and consumer price index (CPI) data, see the
“Country Notes” section in the Statistical Appendix of
the April 2018 World Economic Outlook.

Australia: For cross-country comparability, gross and
net debt levels reported by national statistical agencies
for economies that have adopted the 2008 System of
National Accounts (2008 SNA) (Australia, Canada,
Hong Kong Special Administrative Region, United
States) are adjusted to exclude unfunded pension
liabilities of government employees, defined-benefit
pension plans.
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Bangladesh: Data are on a fiscal year basis.

Brazil: General government data refer to the
nonfinancial public sector—which includes the
federal, state, and local governments, as well as public
enterprises (excluding Petrobras and Eletrobras)—
and are consolidated with those for the sovereign
wealth fund. Revenue and expenditures of federal
public enterprises are added in full to the respective
aggregates. Transfers and withdrawals from the
sovereign wealth fund do not affect the primary
balance. Disaggregated data on gross interest payments
and interest receipts are available from 2003 only.
Before 2003, total revenue of the general government
excludes interest receipts; total expenditure of the
general government includes net interest payments.
Gross public debt includes the Treasury bills on the
central bank’s balance sheet, including those not
used under repurchase agreements. Net public debt
consolidates general government and central bank
debt. The national definition of nonfinancial public
sector gross debt excludes government securities held
by the central bank, except the stock of Treasury
securities used for monetary policy purposes by
the central bank (those pledged as security reverse
repurchase agreement operations). According to this
national definition, gross debt amounted to 77.2
percent of GDP at the end of 2018.

Canada: For cross-country comparability, gross and
net debt levels reported by national statistical agen-
cies for economies that have adopted the 2008 SNA
(Canada, Australia, Hong Kong Special Administra-
tive Region, United States) are adjusted to exclude
unfunded pension liabilities of government employees
defined-benefit pension plans.

Chile: Cyclically adjusted balances refer to the
structural balance, which includes adjustments for
output and commodity price developments.

China: Public debt data include central government
debt as reported by the Ministry of Finance, explicit
local government debt, and shares—less than 19
percent, according to the National Audit Office
estimate—of contingent liabilities the government may
incur. IMF staff estimates exclude central government
debt issued for the China Railway Corporation.
Relative to the authorities’ definition, consolidated
general government net borrowing includes (1)
transfers to and from stabilization funds, (2) state-
administered state-owned enterprise funds and social
security contributions and expenses, and (3) off-budget
spending by local governments. Deficit numbers



do not include some expenditure items, mostly
infrastructure investment financed off budget through
land sales and local government financing vehicles.
Fiscal balances are not consistent with reported debt
because no time series of data in line with the National
Audit Office debt definition are published officially.

Colombia: Gross public debt refers to the combined
public sector, including Ecopetrol and excluding Banco
de la Republica’s outstanding external debt.

Egypr: Data are on a fiscal year basis.

Ethiopia: Data are on a fiscal year basis.

Greece: General government gross debt includes
short-term debt and loans of state-owned enterprises.

Haiti: Data are on a fiscal year basis.

Hong Kong Special Administrative Region: Data are on
a fiscal year basis. Cyclically adjusted balances include
adjustments for land revenue and investment income.
For cross-country comparability, gross and net debt levels
reported by national statistical agencies for countries that
have adopted the 2008 SNA (Australia, Canada, Hong
Kong Special Administrative Region, United States) are
adjusted to exclude unfunded pension liabilities of gov-
ernment employees, defined-benefit pension plans.

Iceland: Gross debt excludes insurance techni-
cal reserves (including pension liabilities) and other
accounts payable.

India: Data are on a fiscal year basis.

Ireland: General government balances between
2009 and 2012 reflect the impact of banking-sector
support. Fiscal balance estimates excluding these
measures are —11.4 percent of GDP in 2009, —-10.9
percent of GDP in 2010, —8.6 percent of GDP for
2011, and —7.9 percent of GDP for 2012. In 2015, if
the conversion of government’s remaining preference
shares to ordinary shares in one bank were excluded,
the fiscal balance would be —1.1 percent of GDP.
Cyclically adjusted balances reported in Tables A3
and A4 exclude financial sector support measures.
Ireland’s 2015 national accounts were revised as a
result of restructuring and relocation of multinational
companies, which resulted in a level shift of nominal
and real GDP. For more information, see “National
Income and Expenditure Annual Results 2015,” at
hetp://www.cso.ie/en/releasesandpublications/er/nie/
nationalincomeandexpenditureannualresults2015/.

Islamic Republic of Iran: Data are on a fiscal year
basis.

Japan: Gross debt is on an unconsolidated basis.

Lao Peoples Democratic Republic: Data are on a fiscal
year basis.
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Latvia: The fiscal deficit includes bank restructuring
costs and thus is higher than the deficit in official
statistics.

Mexico: General government refers to the central
government, social security, public enterprises,
development banks, the national insurance
corporation, and the National Infrastructure Fund, but
excludes subnational governments.

Myanmar: Data are on a fiscal year basis.

Nepal: Data are on a fiscal year basis.

Norway: Cyclically adjusted balances correspond
to the cyclically adjusted non-oil overall or primary
balance. These variables are in percent of non-oil
potential GDP.

Pakistan: Data are on a fiscal year basis.

Peru: Cyclically adjusted balances include
adjustments for commodity price developments.

Singapore: Data are on a fiscal year basis. Historical
fiscal data have been revised to reflect the migration
to GFSM 2001, which entailed some classification
changes.

Spain: Overall and primary balances include
financial sector support measures estimated to be 0.1
percent of GDP for 2010, 0.3 percent of GDP for
2011, 3.7 percent of GDP for 2012, 0.3 percent of
GDP for 2013, 0.1 percent of GDP for 2014, 0.1
percent of GDP for 2015, and 0.2 percent of GDP
for 2016.

Sweden: Cyclically adjusted balances take into
account output and employment gaps.

Switzerland: Data submissions at the cantonal and
commune level are received with a long and variable
lag and are subject to sizable revisions. Cyclically
adjusted balances include adjustments for extraordinary
operations related to the banking sector.

Thailand: Data are on a fiscal year basis.

Turkey: Information on the general government
balance, primary balance, and cyclically adjusted
primary balance differs from that in the authorities’
official statistics or country reports, which include net
lending and privatization receipts.

United States: Cyclically adjusted balances exclude
financial sector support estimated at 2.4 percent of
potential GDP for 2009, 0.3 percent of potential
GDP for 2010, 0.2 percent of potential GDP for
2011, 0.1 percent of potential GDP for 2012, and
0.0 percent of potential GDP for 2013. For cross-
country comparability, expenditure and fiscal balances
of the United States are adjusted to exclude the
imputed interest on unfunded pension liabilities
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and the imputed compensation of employees, which
are counted as expenditure under the 2008 SNA
adopted by the United States, but this is not true for
countries that have not yet adopted the 2008 SNA.
Data for the United States may thus differ from data
published by the US Bureau of Economic Analysis
(BEA). In addition, gross and net debt levels reported
by the BEA and national statistical agencies for

other economies that have adopted the 2008 SNA
(Australia, Canada, Hong Kong Special Administrative
Region, United States) are adjusted to exclude
unfunded pension liabilities of government employees,
defined-benefit pension plans.

Uruguay: Data are for the consolidated public sector
(as presented in the authorities’ budget documentation),
which includes Banco Central del Uruguay, the
nonfinancial public sector, local governments, and
Banco de Seguros del Estado. In particular, Uruguay is
one of the few countries for which public debt includes
the debt of the central bank, which increases recorded
public sector gross debt.

Venezuela: Fiscal accounts for 2010-23 correspond
to the budgetary central government and Petréleos
de Venezuela S.A. (PDVSA). Fiscal accounts before
2010 correspond to the budgetary central government,
public enterprises (including PDVSA), Instituto
Venezolano de los Seguros Sociales (IVSS—social
security), and Fondo de Garantia de Depdsitos y
Proteccién Bancaria (FOGADE—deposit insurance).

Fiscal Policy Assumptions

Historical data and projections of key fiscal
aggregates are in line with those of the April 2019
World Economic Outlook, unless noted otherwise. For
underlying assumptions other than on fiscal policy, see
the April 2019 World Economic Outlook.

Short-term fiscal policy assumptions are based on
officially announced budgets, adjusted for differences
between the national authorities and the IMF staff
regarding macroeconomic assumptions and projected
fiscal outturns. Medium-term fiscal projections
incorporate policy measures that are judged likely to
be implemented. When the IMF staff has insufficient
information to assess the authorities’ budget
intentions and prospects for policy implementation,
an unchanged structural primary balance is assumed,
unless indicated otherwise.

Argentina: Fiscal projections are based on the
available information regarding budget outturn
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and budget plans for the federal and provincial
governments, fiscal measures announced by
the authorities, and IMF staff macroeconomic
projections.

Australia: Fiscal projections are based on data from
the Australian Bureau of Statistics; the fiscal year
FY2018/19 budgets of the Commonwealth and States
and Territories where available; otherwise FY2018/19
mid-year fiscal and economic reviews by States and
Territories; and IMF staff estimates and projections.

Austria: Fiscal projections are based on data from
Statistics Austria, the authorities’ projections, and IMF
staff estimates and projections.

Belgium: Projections are based on the 2018-21
Stability Programme and other available information
on the authorities’ fiscal plans, with adjustments for
IMEF staff assumptions.

Brazil: Fiscal projections for 2019 take into account
the deficit target approved in the budget law.

Cambodia: Historical fiscal and monetary data are
from the Cambodian authorities. Projections are based
on the IMF staff’s assumptions following discussions
with the authorities.

Canada: Projections use the baseline forecasts
in the 2018 federal budget and latest provincial
budgets as available. The IMF staff makes some
adjustments to this forecast, including for differences
in macroeconomic projections. The IMF staff forecast
also incorporates the most recent data releases from
Statistics Canada’s Canadian System of National
Economic Accounts, including federal, provincial, and
territorial budgetary outturns through 2018:Q3.

Chile: Projections are based on the authorities’
budget projections, adjusted to reflect the IMF staff’s
projections for GDP and copper prices.

China: Fiscal expansion is expected for 2019, due
to personal income tax reform and other measures to
respond to economic slowdown.

Croatia: Projections are based on the
macroeconomic framework and the authorities’
medium-term fiscal guidelines.

Cyprus: Projections are based on staff assessment
of high-frequency fiscal data, budget plans, and IMF
staff’s macroeconomic assumptions.

Czech Republic: Projections are based on the
authorities’ budget forecast for 201819 with
adjustments for the IMF staff’s macroeconomic
projections. Projections for 2019 onward are based
on the country’s Convergence Programme and Fiscal

Outlook.



Denmark: Estimates for 2018 are aligned with
the latest official budget numbers, adjusted where
appropriate for the IMF staff’s macroeconomic
assumptions. For 2019, the projections incorporate key
features of the medium-term fiscal plan as embodied in
the authorities’ 2018 Convergence Program submitted
to the EU.

Estonia: Fiscal projections are on an accrual basis
and are based on the authorities’ 2017 budget.

Finland: Projections are based on the authorities’
announced policies, adjusted for the IMF staff’s macro-
economic scenario.

France: Projections for 2018 onward are based on
the measures of the 2018 budget law, the multi-year
law for 2018-22, and the 2019 budget law adjusted
for differences in assumptions on macro and financial
variables, and revenue projections. Historical fiscal data
reflect the September 2018 revisions and update of
the historical fiscal accounts, debt data, and national
accounts.

Germany: The IMF staff’s estimates for 2019 and
projections for 2019 and beyond are based on the
2019 Draft Budgetary Plan and data updates from the
national statistical agency, adjusted for the differences
in the IMF staff's macroeconomic framework and
assumptions concerning revenue elasticities. The
estimate of gross debt includes portfolios of impaired
assets and noncore business transferred to institutions
that are winding up, as well as other financial sector
and EU support operations.

Greece: Greece’s general government primary balance
estimate for 2018 is based on preliminary data up to
November 2018, provided by the Ministry of Finance as
of February 1, 2019. Historical data since 2010 reflect
adjustments in line with the primary balance definition
under the enhanced surveillance framework for Greece.

Hong Kong Special Administrative Region: Projections
are based on the authorities’ medium-term fiscal
projections on expenditure.

Hungary: Fiscal projections include IMF staff
projections of the macroeconomic framework and of
the impact of recent legislative measures, as well as
fiscal policy plans announced in the 2018 budget.

India: Historical data are based on budgetary
execution data. Projections are based on available
information on the authorities” fiscal plans, with
adjustments for IMF staff assumptions. Subnational
data are incorporated with a lag of up to one year;
general government data are thus finalized well
after central government data. IMF and Indian
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presentations differ, particularly regarding divestment
and license auction proceeds, net versus gross recording
of revenues in certain minor categories, and some
public-sector lending,.

Indonesia: IMF projections are based on moderate
tax policy and administration reforms, and a gradual
increase in social and capital spending over the
medium term in line with fiscal space.

Ireland: Fiscal projections are based on the country’s
Budget 2019.

Irael: Historical data are based on Government
Finance Statistics data prepared by the Central
Bureau of Statistics. The central government deficit is
assumed to increase to 3.5 percent of GDP in 2019.

It is assumed to decline afterward but not in line
with medium-term fiscal targets, consistent with long
experience of revisions to those targets.

Italy: The IMF staff’s estimates and projections
are informed by the fiscal plans included in the
governments 2019 budget. IMF staff assumes that the
automatic value-added tax (VAT) hikes for future years
will be canceled.

Japan: The projections reflect fiscal measures
already announced by the government, including
the consumption tax hike in October 2019 and the
mitigating measures included in the FY2019 budget
and tax reform.

Kazakbstan: Fiscal projections are based on the
Budget Code and IMF staff projections.

Korea: The medium-term forecast incorporates the
medium-term path for public spending announced by
government.

Libya: Against the background of a civil war and
weak capacities, the reliability of Libya’s data, especially
medium-term projections, is low.

Malaysia: Fiscal projections are based on budget
numbers, discussion with the authorities, and IMF
staff estimates.

Malta: Projections are based on the authorities” latest
Stability Programme Update and budget documents,
adjusted for the IMF staff’s macroeconomic and other
assumptions.

Mexico: Fiscal projections for 2018 are broadly in
line with the approved budget; projections for 2019
onward assume compliance with rules established in
the Fiscal Responsibility Law.

Moldova: Fiscal projections are based on various
bases and growth rates for GDP, consumption,
imports, wages, and energy prices and on demographic
changes.
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Myanmar: Fiscal projections are based on budget
numbers, discussions with the authorities, and IMF
staff estimates.

Netherlands: Fiscal projections for the period 2018—
24 are based on the authorities’ Bureau for Economic
Policy Analysis budget projections, after differences
in macroeconomic assumptions are adjusted for.
Historical data were revised following the June 2014
Central Bureau of Statistics release of revised macro
data because of the adoption of the European System
of National and Regional Accounts (ESA 2010) and
the revisions of data sources.

New Zealand: Fiscal projections are based on the
fiscal year 2018-19 budget; the 2018 Half-Year
Economic and Fiscal Update; and IMF staff estimates

Norway: Fiscal projections are based on the latest
2018 revised budget.

Philippines: Revenue projections reflect the IMF
staff’s macroeconomic assumptions and incorporate
anticipated improvements in tax administration.
Expenditure projections are based on budgeted figures,
institutional arrangements, current data, and fiscal
space in each year.

Poland: Data are on an ESA 2010 basis beginning
in 2010. Data before 2010 are on the basis of ESA 95.
Projections are based on the 2017 budget and take into
account the effects of the 2014 pension changes.

Portugal: The projections for the current year are
based on the authorities’ approved budget, adjusted
to reflect the IMF staff's macroeconomic forecast.
Projections thereafter are based on the assumption of
unchanged policies.

Romania: Projections for 2019 reflect the full effect
of the budget measures adopted in 2018 (including the
increases in wages and pensions, and changes to labor
taxation), further implementation of the unified wage
law, and the legislated increase in pensions. Apart from
the impact of the unified wage law—which is set to be
implemented gradually until 2022, and the indexation
of public pensions, no additional policy changes are
assumed beyond 2019.

Russia: Projections for 2018-21 are staff estimates
based on the authorities’ budget. Projections for
2022-24 are based on the new oil-price rule, with
adjustments by IMF staff.

Saudi Arabia: Staff baseline projections of total
government revenues, except exported oil revenues,
are based on staff understanding of government
policies as announced in their 2019 Budget and the
Fiscal Balance Program 2019 Update. Exported oil
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revenues are based on the WEO baseline oil prices
and the assumption that Saudi Arabia will continue to
meet its commitments under the OPEC+ agreement.
Expenditure projections take the 2019 Budget and

the Fiscal Balance Program 2019 Update as a starting
point and reflect staff estimates of the latest changes in
policies and economic developments.

Singapore: For fiscal year 2019/20, projections are
based on budget numbers. For the remainder of the
projection period, the IMF staff assumes unchanged
policies.

Slovak Republic: Projections for 2015 take into
account developments in the first three quarters of the
year and the authorities’ new projections presented in
the budget for 2016. Projections for 2016 consider
the authorities’ 2016 budget. Projections for 2017 and
beyond reflect a no-policy-change scenario.

Spain: For 2019, projections assume expenditures
under the 2018 budget extension scenario and already
legislated measures, including pension and public wage
increases, and IMF staff projection of revenues. For 2020
and beyond, fiscal projections are IMF staff projections,
which assume an unchanged structural primary balance.

Sri Lanka: Projections are based on the authorities’
medium-term fiscal framework and the revenue
measures proposed.

Sweden: Fiscal projections take into account the
authorities’” projections based on the 2018 December
Budget. The impact of cyclical developments on the
fiscal accounts is calculated using the 2014 Organization
for Economic Cooperation’s elasticity! in order to take
into account output and employment gaps.

Switzerland: The projections assume that fiscal
policy is adjusted as necessary to keep fiscal balances in
line with the requirements of Switzerland’s fiscal rules.

Thailand- For the projection period, the IMF staff
assumes an implementation rate of 50 percent for the
planned infrastructure investment programs.

Turkey: 'The fiscal projections assume a more
negative primary and overall balance than envisaged
in the authorities’ New Economic Program (NEP)
2019-21, based partly on staff’s lower growth forecast
and partly on definitional differences. The basis for
the projections in the World Economic Outlook and
Fiscal Monitor is the IMF-defined fiscal balance, which

!Price, R, T. Dang, and Y. Guillemette. 2014. “New Tax and
Expenditure Elasticity Estimates for EU Budget Surveillance.”
OECD Economics Department Working Papers 1174. OECD Pub-
lishing, Paris. https://doi.org/10.1787/5jxrh8f24hf2-en.



excludes some revenue and expenditure items that are
included in the authorities’ headline balance.

United Kingdom: Fiscal projections are based on
the United Kindom’s Spring 2019 Budget, with
expenditure projections based on the budgeted
nominal values and with revenue projections
adjusted for differences between IMF staff forecasts
of macroeconomic variables (such as GDP growth
and inflation) and the forecasts of these variables
assumed in the authorities’ fiscal projections. IMF
staff data exclude public sector banks and the effect of
transferring assets from the Royal Mail Pension Plan
to the public sector in April 2012. Real government
consumption and investment are part of the real GDP
path, which, according to the IMF staff, may or may
not be the same as projected by the UK Office for
Budget Responsibility.

United States: Fiscal projections are based on the
January 2019 Congressional Budget Office baseline
adjusted for IMF staff’s policy and macroeconomic
assumptions. Projections incorporate the effects of
tax reform (Tax Cuts and Jobs Act, signed into law
at the end of 2017) as well as the Bipartisan Budget
Act of 2018 passed in February 2018. Finally, fiscal
projections are adjusted to reflect IMF staff’s forecasts
for key macroeconomic and financial variables and
different accounting treatment of financial sector
support and of defined-benefit pension plans and are
converted to a general government basis. Data are
compiled using SNA 2008, and when translated into
GFS this is in accordance with GFSM 2014. Due to
data limitations, most series begin 2001.

Venezuela: Projecting the economic outlook in
Venezuela, including assessing past and current

METHODOLOGICAL AND STATISTICAL APPENDIX

economic developments as the basis for the projections,
is complicated by the lack of discussions with the
authorities (the last Article IV consultation took place in
2004), incomplete understanding of the reported data,
and difficulties in interpreting certain reported economic
indicators given economic developments. The fiscal
accounts include the budgetary central government,
social security, FOGADE (insurance deposit institution),
and a sample of public enterprises including Petréleos
de Venezuela, S.A. (PDVSA), and data for 2018-24

are IMF staff estimates. The effects of hyperinflation
and the paucity of reported data mean that IMF

staff’s projected macroeconomic indicators need to be
interpreted with caution. For example, nominal GDP

is estimated assuming the GDP deflator rises in line
with IMF staff’s projection of average inflation. Public
external debt in relation to GDP is projected using IMF
staff’s estimate of the average exchange rate for the year.
Wide uncertainty surrounds these projections.

Vietnam: Fiscal data for 201517 are the authorities’
estimate. From 2018 onward, fiscal data are based on
IMEF staff projections.

Yemen: Hydrocarbon revenue projections are
based on World Economic Outlook assumptions for
oil and gas prices (the authorities use $55 a barrel)
and authorities’ projections of production of oil
and gas. Non-hydrocarbon revenues largely reflect
authorities” projections, as do most of the expenditure
categories, with the exception of fuel subsidies, which
are projected based on the World Economic Outlook
price consistent with revenues. Monetary projections
are based on key macroeconomic assumptions about
the growth rate of broad money, credit to the private
sector, and deposit growth.
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FISCAL MONITOR: CURBING CORRUPTION

Definition and Coverage of Fiscal Data
Table A. Economy Groupings

The following groupings of economies are used in the Fiscal Monitor.

Advanced
Economies

Australia
Austria
Belgium
Canada

Cyprus

Czech Republic
Denmark
Estonia

Finland

France
Germany
Greece

Hong Kong SAR
Iceland

Ireland

Israel

[taly

Japan

Korea

Latvia
Lithuania
Luxembourg
Malta
Netherlands
New Zealand
Norway
Portugal
Singapore
Slovak Republic
Slovenia

Spain

Sweden
Switzerland
United Kingdom
United States

Emerging Market
and Middle-Income
Economies
Algeria
Angola
Argentina
Azerbaijan
Belarus
Brazil

Chile

China
Colombia
Croatia
Dominican Republic
Ecuador
Egypt
Hungary
India
Indonesia
Iran
Kazakhstan
Kuwait
Libya
Malaysia
Mexico
Morocco
Oman
Pakistan
Peru
Philippines
Poland
Qatar
Romania
Russia
Saudi Arabia
South Africa
Sri Lanka
Thailand
Turkey
Ukraine
United Arab Emirates
Uruguay
Venezuela

Low-Income

Developing G7

Countries

Bangladesh Canada

Benin France

Burkina Faso Germany
Cambodia [taly

Cameroon Japan

Chad United Kingdom

Democratic Republic  United States
of the Congo

Republic of Congo

Cote d’lvoire

Ethiopia

Ghana

Guinea

Haiti

Honduras

Kenya

Kyrgyz Republic

Lao P.D.R.

Madagascar

Mali

Moldova

Mozambique

Myanmar

Nepal

Nicaragua

Niger

Nigeria

Papua New Guinea

Rwanda

Senegal

Somalia

Sudan

Tajikistan

Tanzania

Timor-Leste

Uganda

Uzbekistan

Vietnam

Yemen

Zambia

Zimbabwe

Advanced
G20! 620"
Argentina Australia
Australia Canada
Brazil France
Canada Germany
China [taly
France Japan
Germany Korea
India United Kingdom
Indonesia United States
Italy
Japan
Korea
Mexico
Russia
Saudi Arabia
South Africa
Turkey

United Kingdom
United States

Emerging
G20

Argentina
Brazil

China

India
Indonesia
Mexico
Russia
Saudi Arabia
South Africa
Turkey

Note: Emerging market and developing economies include emerging market and middle-income economies as well as low-income developing countries.

Does not include European Union aggregate.
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Table A. (continued)
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Euro Area

Austria
Belgium
Cyprus
Estonia
Finland
France
Germany
Greece
Ireland

Italy

Latvia
Lithuania
Luxembourg
Malta
Netherlands
Portugal
Slovak Republic
Slovenia
Spain

Low-Income
Developing
Asia
Bangladesh
Cambodia
Lao P.D.R.
Myanmar
Nepal

Papua New Guinea
Timor-Leste
Vietnam

Emerging
Market and
Middle-Income
Asia

China
India
Indonesia
Malaysia
Philippines
Sri Lanka
Thailand

Low-Income
Developing Latin
America

Haiti

Honduras
Nicaragua

Emerging
Market and
Middle-Income
Europe

Azerbaijan
Belarus
Croatia
Hungary
Kazakhstan
Poland
Romania
Russia
Turkey
Ukraine

Low-Income

Developing

Sub-Saharan Africa

Benin

Burkina Faso

Cameroon

Chad

Demaocratic Republic
of the Congo

Republic of Congo

Cote d’Ivoire

Ethiopia

Ghana

Guinea

Kenya

Madagascar

Mali

Mozambique

Niger

Nigeria

Rwanda

Senegal

Tanzania

Uganda

Zambia

Zimbabwe

Emerging
Market and
Middle-Income
Latin America

Argentina
Brazil
Chile
Colombia
Dominican
Republic
Ecuador
Mexico
Peru
Uruguay
Venezuela

Low-Income
Developing
Others

Kyrgyz Republic
Moldova
Somalia

Sudan
Tajikistan
Uzbekistan
Yemen

Emerging

Market and Middle-
Income Middle East
and North Africa
and Pakistan
Algeria

Egypt

Iran

Kuwait

Libya

Morocco

Oman

Pakistan

Qatar

Saudi Arabia

United Arab Emirates

Low-Income
0il Producers

Cameroon
Republic of Congo
Cote d’lvoire
Nigeria

Papua New Guinea
Timor-Leste
Yemen

Emerging
Market and
Middle-Income
Africa

Angola
South Africa

0il Producers

Algeria

Angola

Azerbaijan

Bahrain

Brunei Darussalam
Cameroon

Canada

Colombia

Republic of Congo
Cote d’lvoire
Ecuador

Equatorial Guinea
Gabon

Indonesia

Iran

Iraq

Kazakhstan

Kuwait

Libya

Mexico

Nigeria

Norway

Oman

Papua New Guinea
Qatar

Russia

Saudi Arabia

Syria

Timor-Leste
Trinidad and Tobago
United Arab Emirates
Venezuela

Yemen

International Monetary Fund | April 2019 79



CURBING CORRUPTION

FISCAL MONITOR

*s9011d Jayiew J1ayy Jo saixoud a|qejiene Ajjelauaf 1s8q ay) 8q 0}

P3I3PISUO 8IB YIIyM ‘S801id [BUILIOU Je Pan|eA 81e SJUaLUNISU] JGap J8UJo |[B pUB ‘UOIJeN|eA Jaew 03 Jusjeainba ale Jey; sa|dioutid o) Buipiodde panjeA ale Sawayds asjuelend pazipiepuels pue ‘uoisusd ‘8oueInsul :s3o1d JayJew Je pan|eA aie SaiLndss jgap
= ]Y/BW JUBLINY "3|qE|IBAB JOU 3. SBN[BA J3YJBW PUE [BUILIOU SSB|UN ‘PBPUSLILIOIAI JOU S| PUB SJUBWNJASU] |[B SS008 Yoeoldde JualsiSuoau e Ul 3nsal Ued uofsod Jgap ssoib ay) Bulinseaw uj anjea [euiwou 1oy Axoid e Se anjeA adej Jo asn 8y “AjLnjew
(810489 10) 1e predal aq 0} [edioutid Jo JunoLE PBJUN0ISIPUN = 94 “I0JIP3II BU} O} SMO J0JGaP 8U} Je} JUNOLLE 8U} SI B} Ul JUBWOW AU. Je JusWNLSUI 1G3p B JO aN|eA [BUILIOU BU} ‘SI ey} ‘SaN[eA [euILloU 18y} Je Pan|eA 8Ie SaIILINgas Jqap = [BUIWON ;
‘Bulpua) Jau pue ainjpusdxa [e}0} SNUIL Sjueb pue anusAs) [ejo}

0} S13j8] 30UE[] |[eIBA0 AU} ‘IBABMOY ‘SBSED SLUOS U| “JuaWUIBA0D [e13uab au} Jo (—) Buimoliog pue (+) Bulpus Jau 0} S1ajel 80UB[eq] [BISI) |[BISAO JO Jd8OU0D Y| ¥/(Z [enuByy SISHEIS 9aUBUI JUSLULISAOD SIN| 8U) MO]|0} BIED [BISI) ‘S3IWIOU0DS AUBW U] |
‘Buljun0dg. YSEs puB [NIIJE JO UOIeUIGUIOD = PaXI|Al {[BNIJIL =\ :USed = 0 :pIepuels

BuUN020Y "SIUBLULIAAOD [BLIOJILA) = 1] ‘SpUN} A}1IN03S [BI20S = SS ‘SIUALIUIBACD 8lels = 13 410103s aljqnd = G4 ‘suone1odiod aljgnd [RIOUBUILOU = Jd4N ‘SIUBLULIAAOD [BO0| = 57 ‘JUBLULIAA0B [eiauab = §y ‘Juawulanob [enuao = 57 :abeiano?) :8joN

[EUILION 91'9S'99 99 v 91’9899 99 v 91’9899 99 Salel§ pajun
[EUILION 91’99 99 v 9199 99 v 9199 99 wopBury papun
[EUILION $S'91'9S'90 99 v $S'91'9S'99 99 v $S'91'9S'9I 99 puepazIms
[EUILION $S'919I 99 v $S'91'9I 99 v $S'H1'9 99 uspamg
[EUILION $S'971'9S'90 99 v $S'91'9S'90 99 v $S'91'9S'99 99 ureds
9984 $S'91'99 99 J $S'919I 99 J $S'9190 99 BIU9AOIS
%84 $S'91'99 99 v $S'91'99 99 v $S'91'99 99 dljgnday yerols
[BUILION 90 99 J 90 99 J 99 99 alodebuis
[BUILION $S'91'99 99 v $S'91'99 99 v $S'91'99 99 [ebnyod
1oxJew jualing $S'97199 99 v $S'97199 99 v $S'9190 99 femioN
1oxJew jualing 90 90 v 90 99 v 99 99 puejeaz maN
[BUILLION $5'97199 99 v $S'97199 99 v $S'9190 99 SPuUEIBYIN
[BUILION SS90 99 v $S'90 99 v $S'90 99 BYEN
8984 $S'9199 99 v $S'9199 99 v $$'9190 99 Banoguiaxn
[BUILION $S'9199 99 v $S'9199 99 v $S'9190 99 BIUBNUT
[BUILLION $$'9199 99 J $S'9199 99 J $$'9190 99 Bl
[BUILION SS 99 99 J SS 99 99 J SS 99 99 eal0)
joxew Jualing $$'9199 99 v $$'9199 99 v $$'9190 99 ueder
8984 $S'9199 99 v $S'9199 99 v $S'91'90 99 fey
[BUILION $S'91'99 99 paxin $S'91'99 99 PaxIN $S'H19I 99 [oBIS|
[BUILION $S'91'99 99 v $S'91'99 99 v $S'91'99 99 puejal|
8984 $S'91'99 99 v $S'91'99 99 v $S'919I 99 Pued|
9984 90 99 J 90 99 J 99 99 4vs buoy buoy
[BUILLION $S'971'99 99 v $S'971'99 99 v $S'971'99 99 898919
9984 $S'91'98'99 99 v $S'91'9S'99 99 v $S'91'9S'99 99 fiuewuiay
8984 $S'971'99 99 v $S'971'99 99 v $S'91'99 99 aouel4
8984 $S'91'99 99 v $S'91'99 99 v $S'91'99 99 puejuiy
[EUILUON $S'971'99 99 o o J $S'91'99 99 ejuois3
8984 $S'971'99 99 v $S'971'99 99 v $S'971'99 99 Hewusq
[EUIION $5'97199 99 v $S'97199 99 v $S'97199 99 9gnday 493z9
8984 $S97199 99 v $S97199 99 v $S'97199 99 snidAg
8984 $S'9195'99 99 v $S'9195'99 99 v $S'91'98'99 99 epeuey
8084 $S'9195'99 99 v $S'9795'99 99 v $S'91'95'99 99 wnibjag
8084 $S'9195'99 99 v $S'9195'99 99 v $S'91'95'99 99 elisny
[EUIWION 91’9799 99 v 91’9799 99 A 91'97'95'99 99 Bl[essny
090 10 $10109sQnS a1eba1b0y 90110814 $10109sQnS ajefaibby 90110814 $1009sQnS 91e6a.b0y
uonenfeA abeIanon Bununosoy abeIanon Buiunoody abeI8n0n
19Q $S045 aoueeg paisnipy Ajjealohn ,80ueleg [e3sld |[eIanQ

eleq Jojiuoyy jeasi{ jo afieianos pue uoiuya( :S3IWOU0IJ PaJueApy g a|qel

International Monetary Fund | April 2019

80



METHODOLOGICAL AND STATISTICAL APPENDIX

“(8aueInsul §1sodap—3ayH04) Bleaueg u0I1298j01d A S03ISOdaQ 8p BUBIED 8P 0pUO4 PUB ‘(A11IN98S [BI90S—SSA) $8[BI20S S0INBaS SO| 8p OUB|0ZaUSA 0IN}ISU|

‘(¥SAQd Butpnjour) sasudiajua a1qnd ‘Juatuuisnob [e1usd A1ejabpng sy 0 puodsaiiod |0z 810J8q SIeak 10} SJUN0Ie [BISI) 8U} SEaIBUM ‘(YSACd) V'S BIaNzausA ap S08|0L8d pue juswiuiaAob [ejusd Alejabpng sy 0} puodsaiiod zz—( 10z 10} SIUN0JIL [BISI) BY] g
“Ajuo Suwrejo wajsAs Buiyueqg SI9A00 Jgap $S0.1Y) g

*38)ueJenDd JusLuuIsA0b JnoylM (DdINN/SIHS) SUONISUI [eIaUBUI Pazi[e1aads JO Jgap ay} apn|oul Jou op pue|iey] Joj eleq ,

WY} 0} SI8JSuel) au) ybnouy) ‘pasanod Ajed Ajuo sie SjuswuIsA0b [B30] 8]1yM ‘Sallua 21 /qnd ulelad pue SjusluISA0D [e1oulA0id pue [euoljeu 8y} Sspnjoul J| ‘JusLuuianob [eiausb 1oj Axoid e sI eIy YIN0S 10 80.IA0Y o

"SISEq [BNIJOL UB UO 8INJIpUadxe pUB SISEq USED B U0 Papl0dal SI 8NUsASY ¢

“YUBQ [e1JU89 U} JO 188US 89UB[Eq 8L} UO Play qap UBIBIBA0S S3pN|aul pue ‘Selqoujad pue Seiqojs|3 Buipnjaxa ‘1030as aljgnd [eloueUI,UOU 8U) 0} SIaja) 1G8p SSOID) 4

Jgap paajuesend Ajaijgnd Buipnjou ‘jgap a1jgnd juswiuiaAob [e13Usb 0} S1aja) 1gap SS0IY ¢

~$301d J8Y/ew J18y} Jo Saixoud 8|qe|ieAe A|[eiauab 1S8q 8u} 8Q 0} paIBpISU0d 81k YIJym ‘saold [BUILWOU Je pan[eA 81k SJualnJiSu| 1gap Jaylo [[e pue ‘uoijen|eA Jayiew 0} Jusjeainba ale Jey} sadiourid 0} Buipi0doe pan[eA ale SaLiayds asjuesend pazipIepuels pue ‘uoisusd ‘gaueinsul
'53014dl J8¥JELU Je PaN(eA ale Sal}IN9as Jqap = JoxIew JUsIINY "3|qe|[BAR JOU 8Je SaN[eA 8B PUB [BUILIOU SSB|UN ‘PAPUBLLILIOT8I JoU S| PUB SuaLLNJSUl |[e SS010e Yaeodde Juajsisuoaul Ue ul jinsal Ued uopisod Jqap Ssoib ay) Bunnsesw Ul anjeA [euiwou 1o} Axoid e Se anjea
308} J0 83N 8U “/jLnjew (31048q 10) Je piedal 8q 0} [edioulid JO JunoUe PRJUN0ISIPUN = 8B4 “JO}IPAIY B} O} SIMO J0JGap BU} ey} JUNOLLIE 8} SI SLUI} Ul JUBLLIOW AUB Je JuBWNLSUI JG3P B JO 8N[eA [BUILLIOU 8U} ‘SI JeU} ‘San[eA [eUILUOU 113U} Je Pan|eA 81e S3ILINDS 1G3p = [BUILION ¢
*Buipua) Jau pue ainypuadxa [e}o} Snujw Sjueld pue

3NUBA3 [eJ0} 0} S13}8) 8UB[eq |[BIBA0 BU} JBABMOY ‘S3SE BLWOS UJ “Jualluiancd [eiauab auj jo (—) Buimoliog pue (+) Buipus| j8u 0} Siajal 83UB[eq [BISI) [[BIBAQ JO 1d3OU0D 8U] ‘p/0Z [BNUBW SISHEIS auBUl- JUBLILISA0E) SA|N| 8U} MO||0} BIe [BISI} ‘S8LIUN0D AUBW U] |
*BUIUN02IE YSEI pUB [BNIIIL JO UOIIRUIGLI0D = PaXI|l [BNIIJ. =\ {UySed = 7 :pIepuels BUUN0IIY "SpuNy AJLINJaS [190S = §S ‘SJUaWUIBA0D 8JelS = DG 10}03s Aljqnd = Sd ‘Suofelodiod aljgnd [eoueul AlejauoWILOU = HJIAIN $10}98S

21|qnd [BIOUBUIUOU = SN ‘SUOIFeI0di00 91gnd [eloueuUOU = Dd4N YUB] [B]jusd Buipn|oul ‘suoleiodiod a1jgnd Asejauow = D[N ‘SIUBWUIBAQD [BO0] = 97 JusLuIaA0b [B18UsD = 91 JUsLILIBA0D [B1JUBD = 97 JUBWUIBA0D [B1jUsd A1ejabpng = 99g :a0eI8A07) :BjoN

[eUIWON 9d4N'908 99 i) 9d4N'908g 99 i) 9d4N'908 99 ¢BIBNZBUBA
304 9ddN ‘0dIN‘SS™971'9 Sd o o o v 9ddN ‘0dIN‘SS'971'99 Sd fenbnin
[eUIWON $$'95'908'90 99 9 $$'95'908'90 99 gSetRIILT Iy padlun
[EUIUON $S'97'95'99 99 J $S'9195'99 99 J $S'97'95'99 99 aulenin
[EUIUON SS'91'99 99 v $S'9199 99 v $S'971'99 99 fioany
[EUIUON $5'91'908'99 Sd v $S'91'904'90 Sd v $5'91'908'99 Sd (PUE|ley |
[EUIUON 90 90 o o o J 93 90 BjUET LS
[EUIWION $S'9S'90 99 J $S'9S599 99 J $S'9S'90 99 9B}y Uinog
[BUILLION 99 99 o o o J 99 99 EIqely pneg
joxJew jualing $S'9S'90 99 paxin $S'95'90 99 PaXIN $S'9S'90 99 elssny
8984 $S'9190 99 J $S'9199 99 J $S'9190 99 eluewoy
[BUILION 90 90 o o o 9 90 99 Ie1eD
8984 $$'9190 99 v $$'9199 99 Y $$'9190 99 puejod
[BUILION $S'91'99 99 J $S'971'99 99 J $S'91'99 99 saulddijiyd
a%e $$91'98'9) 99 i) §S'971'9S90 99 9 $$97'98'9) 99 niad
[EUILUON 9719899 99 o o o J 9719899 99 ueisiyed
[EUIUON 90 90 J 99 99 uewg
8984 90 99 v 99 99 032010\
a0e4 9d4N"OdINN’SS D) Sd 9 9d4N‘OdINN'SS DI Sd 9 9d4N"OdINN'SS DI Sd 091xeIN
[EUIUON 9719899 99 J 9719899 99 J 919899 99 eIsAe[e||
8984 9719899 99 o o o J 9719899 99 eAgn
[eUILUON 99 99 o o o P8I 99 99 emny
[eUILON 9790 99 o o o v 9190 99 ueIsLpfezey)
[EUIUON 90 90 J 90 99 uel|
8084 97190 99 J 9190 99 J 97199 99 eisauopu|
[EUIUON 9S'99 99 J 9§90 99 J 9S'99 99 elpu
a%e OdINN'SS91'99 99 v OdINN'SS91'99 99 v OdINN'SS91'9) 99 Arebuny
[EUIUON $S'97199 99 J $S97199 99 J $S'971'99 99 1d463
80e4 JddN '$$'9195'90 SddN 2 9ddN '$S91'9S'99 SddN 9 JddN '$$'91'95'90 SddN Jopeno3
8084 9dIAN SS'9T1'9S99 99 PaXIN OdIAIN ‘SS'9T1'9S99 99 paXxiy OdIAIN ‘SS'9T1'9S99 99 oljgnday ueajuiwog
[EUIUON 91’99 99 v 91’99 99 v 91’99 99 Elje0Id
8084 $S'91'9599 99 PaXIN $S'9195'99 99 paXxi $S'91'9599 99 celquiojog
8984 971’99 99 J 9199 99 J 971’99 99 eulyo
a0e 5190 99 v 199 99 v 5190 99 alug
[EUIUON 0d4N‘OdIN SS"91'9S"DD SdiN J 0d4N'DdIN ‘SS'9T1'9S'9 SddN J 0d4N‘OdIN SS91'9S"DD SdiN elg
[EUIUON $S'91'99 99 o o o J $S'971'99 99 gSNIe|og
8984 99 99 J 99 90 uelleqiazy
[EUIUON 90 90 J 99 99 J $S'95'90 99 eunuably
[eUIWON 9190 99 o o o PaXI 9190 99 ejobuy
[EUIUON 99 99 o o o J 99 99 elably
A98Q J0 $10103snS a1efalbby 80110814 $10309s4nS a1efalbby 301}0BId $10308s4nS a1ebalbby
uoneneA abeIano) Bununodoy abe1an0) Bupunodoy abe1an0)
198Q $S04H aoue[eg pajsnipy Aj[ealjoky 180Ue[eg [e9SH [[BIBAQ

eje(q Jojiuoyy [easi{ jo abeiano? pue uoijua(Q :S3IWOU0IT AW0IU[-3|PPIN pue Jayepy Buibiaw3 -9 ajqel

81

International Monetary Fund | April 2019



CURBING CORRUPTION

FISCAL MONITOR

JusWdo|8A8Q PUB UONINASUOIBY 10§ pund 8y} Sapnjoul Bunsl| S,UBISINEAZ o

‘BJep 8NUBABI PUB SIN}IpUaMXa O} Paje|nafed S3oU.[eq U} OIS JUSIBHIP 816 PU. SOISIe]S AIBJaUOLL 8L} UO Paseq 8Ie Z|0g Ul Seoueleq Alewnid pue [[e1snQ) ¢

“yueq [exusd ay} Aq papiroid sueo| Aq paoueul) sjuswuiaAob [e90] Aq Bulpuads [ejidea sapnjoul Bulpuads [easl S, 'Y'dd 0BT ,

"Ha3 “Auedwod A)1911303]8 paUMO-8jelS 8y} pue ‘(8110JeB1qQ 18 ‘BlINJeIS) ‘8||aSIaAlUf UOIJeSIIe|09S ap alwelfold pue Jalnoy uslja;iu3,p spuo4) swesboid pue spuny [ejoads JuswWUIBA0D [B1)Uad 8U} JBA0D BJep JGap PUB 82UE[e] [e3Sl) SIIeH ¢

*$3011d JoieW 418U} JO Salx0.d 8|qe|iene

A|je1auab 1$8q 8U} 8q 0] PaIBPISUO 8Je YIIym ‘sa01id [BujLIOU 1B PaN[eA BJe SJUaLUNJISU] 1Gap JBLI0 |[B PUB ‘UO[EN[BA J9Y/ew 0} JuajeAinba ale Jey} sadiourid o} BuIpI0d9e pan|eA ale Sawwayds asjuelend pazipiepue)s pue ‘uoisuad ‘8oueinsu] ‘saold 18x/ew Je pan|ea
8Je S31}1In98S 1q8p = 19}IBW Jualing "3|qe|IBAR JOU 818 SAN|BA Ja)IBW PUB [BUIWOU SSB|UN ‘PBPUSLLILLIODAI JOU S| PUB Sjuawniisul [[e $S0J9e Yaeoidde Jualsisuoaul Ue uj Jjnsal Ued uolyisod Jgap $soi6 8y} Buiinsesw uj anjea [eujwou 1oj Axoid e Se anjeA adej Jo asn
3y fynjew (ai048q Jo) Je predal aq o} [edioulid Jo JUnOLIE PRJUN0ISIPUN = 934 “IOJIP3II AU} O} SBMO J0Jqap 8U} JeU} JUNOLLE 8U} SI 8T} Ul JUWOW AUe Je JUsWNLSUI JG3p B JO 8n[eA [BUILIOU 8U} ‘SI Jeu} ‘San|eA [euILIOU 118y} e Pan[eA a1B S3IILINDAS 1Gap = [BUILUON 7
“Bulpus| Jau pue ainypuadxa [ej0} SNUIW Sjuelf pue anusAsl

[BJO} 0} SI8)a1 OUE[E] |[BISAO 8U) ‘I9ASMOY ‘SBSBD BLIOS U| “JUSLUUIBAOD [BI8uaD 8u) Jo (=) Buimoliog pue (+) Buipusa| Jau 0} SIajel 8IUBJEq [BISI) |[eIBAO JO 1d80U0D Y] /07 [ENUEY SIHSIEIS 8UBLIH JUSWLIBA0Y SAIN| BU} MOJ|O} BIED [BISI) ‘S3LIUN0I AuBW U] |
*BuIjUN029e YSed pUB [BNIIJe JO LUONBUIGWIOD = Paxi}l ‘BunuUN0ae SISeq SJUBWYILILIOD = g7 ‘[BnJdJe =\ ‘Used = 9

:pIepue)s BuiuUN09y “spunj A11IN93S [e120S = §S ‘SIUBWLIAAOD 81els = 1S 110988 a1jqnd = G4 ‘suoieiodiod 91gnd [eroueulf ARJBUOWUOU = HINN 10108 21jgnd [BIOUBUIUOU = S44N SuoIeI0diod 91jqnd [eroUBUIUOU = HdN ‘YSBI-UOU = N jueq [elusd Buipnjoul

‘suoiyel0dio 91jgnd Asejguow = HdIN ‘SiuswWuIsAb [eo0| = 57 Juswuisnob [e1auab = 9y ‘suoielodiod 1gnd [eroueul = 94 ‘syun AleleBpngesnxa = 3 $10J8s 91jgnd paulquI0d = S47 JuswLIaA0b [e1jUsd = 57 JusluIBA0D [e1jusd Aleebpng = 9og :afe1an07) :8joN

idIeW Jualing 99 99 J 99 99 amqequiz
1jIeW JuaLIing 99 99 o o o J 99 99 elquez
[BUIWON 9199 99 e T T J 9199 99 UBLBA
[BUILLION 919899 99 J 919599 99 J 919899 99 Weuisin
[BUILLION $S'91'9S'99 99 o o o J $$'91'9899 99 queISeqzn
[BUILION 9 9 J 9 99 epuedn
o 99 99 J 99 99 J 99 99 81s9-lowl]
[BUIWON 9199 9 o o o J 9199 92 Eluezue]
[BUILLION $S'91'99 99 o o o J SS'91'99 99 uejsiyife]
[BUILLION 99 99 o o o PaXIN 99 99 uepng
o 99 99 J 99 99 J 99 99 el[ewos
[BUILLION 99 99 J 99 99 J 99 99 [eBausg
[BUIWION 9199 99 e o o PaxXIN 9199 99 Epuemy
8084 99 99 o o o J 99 99 eaUINY Ma| ended
19w Juaing 919599 99 e o o J 91'9S'99 99 eLabIN
[eUILON ) ) v ) 99 19BIN
[BUILLION $S'9199 99 J $S'9199 99 J $S'91'99 99 enfelealy
8084 9 9 J 99 9 J 92 99 [edan
80e4 Jd4N‘'HI SddN o o Y J 3d4N'9D SddN glRLIUBAN
[eUIWON 95’99 92 Paxin 9S'vd 9 PaXIN 9S'vd 9) anbiquIezojy
[BUILLION SS'91'99 99 J SS'91'99 99 J SS'91'99 99 BAOPIO
[BUILION 99 99 o o o PaXIN 9J 92 I[N
[BUILLION 9199 99 o o o J 9199 99 Jeosebepely
o 99 99 J 99 99 J 9 99 yd'dd 0¥
90e4 $S'971'90 99 .: o o 9 $S'971'90 99 oljanday zABaAY,
i8dIewW Jualing 99 99 o o o v 99 99 eAuay
[BUIWON SS'D1'99 99 PaxIN SS'D1'HI 99 PaXIN SS'D1'HI 99 SeinpuoH
[BUILION 99 99 o o o J 99 99 elieH
[BUILION 99 99 o o o J 99 99 eauing
8084 9 9 J 92 99 BUBY9
[BUILION 0d4N'D71'9S99 99 J 0d4N'D1'9S99 99 eldoiyi3
[BUIWON 92 92 v 92 9 110A[,p 8199
[eUILION 99 99 v 9) 99 06uog Jo dljqnday
0bu0g ayy
[BUILION 97199 99 o o o v 97199 99 Jo aygnday oneloowsq
8084 3d4N'9D SddN e o o J 3d4N'9D SddN peyd
14Jew uang 3d4N'9D SddN J 3d4N'9D SddN uooJawey
8084 97199 99 v 9199 99 v 97199 99 Elpoqed
8084 9 99 o o o 49 9 99 0Se{ eunying
[BUILLION 99 99 J 99 99 ulusg
[BUIWON 9 9 J 9 9 J 9 9) ysape|bueg
2109 40 $10109sQnS a1efaibby 90110814 $1009sQnS ajefaibby 90110814 $10109sQnS ENENA
uohen|eA abeianoy Bununosoy abelanon Bununoady abeianoy
198Q Ss0.9 aoueleg pajsnipy Ajealjokg |80UB[eg [BISIH [[BIBAQ

eleq Jojiuoyy [easi{ Jo afieianog pue uoniuyaq :sauuno) Huidojanag awoauj-mo7 "q 3jqeL

International Monetary Fund | April 2019

82



METHODOLOGICAL AND STATISTICAL APPENDIX

Table A1. Advanced Economies: General Government Overall Balance, 2010-24

(Percent of GDP)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Australia -51 44 35 28 29 28 26 15 -12 -5 07 0.0 0.1 0.0 0.0
Austria -45 26 22 20 27 -0 -16 -07 -02 01 03 03 05 -06 -06
Belgium -40 42 42 =31 =31 25 24 09 -08 -2 14 14 A4 A4 -5
Canada -47 33 25 -5 02 01 04 03 04 06 06 06 07 -06 06
Cyprus' -47 57 56 51 02 03 03 1.8 29 1.8 2.0 2.1 21 2.2 26
Czech Republic 42 27 -39 12 21  -06 0.7 15 15 11 0.8 0.6 0.6 0.6 0.6
Denmark 27 =21 35 12 11 -13 -0 12 -01  -04 -04 03 02  -01 0.1
Estonia 02 12 -03  -02 0.7 01 -03 -03 02 02 0.2 0.1 0.0 0.0 0.0
Finland -26 -10 22 26 32 -28 17 -07 -10 -03 0.0 0.1 00 -0 0.0
France -69 52 50 41 -39 36 34 27 26 33 24 25 25 26 -26
Germany -42 10 00  -01 0.6 0.8 0.9 1.0 1.7 11 1.1 0.8 0.8 0.7 0.7
Greece -112  -103 66 -36 40 -28 06 1.0 04 02 0.1 0.1 00 -05 -06
Hong Kong SAR 41 338 3.1 1.0 36 0.6 44 55 20 13 1.6 0.8 0.8 0.8 0.8
Iceland -95 54 36 -18 -01 -08 124 05 11 0.7 05 05 05 05 05
Ireland" -320 -128 81 -61 36 -19 -05 02 0.0 0.0 0.2 03 05 0.7 09
Israel -37 30 44 40 24 10 14 A0 22 25 25 25 25 25 25
Italy -42 =37 29 29 30 26 25 24 21 27 34 35 -37 37 -38
Japan -95 94 86 -79 56 38 37 -32 32 28 21 -19 18 19 21
Korea 15 1.7 1.6 06 0.4 06 17 2.3 238 21 15 1.1 07 0.7 07
Latvia -65  -32 02 -06 -7 -15 -04 -08 07 08 05 07 05 05 02
Lithuania -69 -89 -31 26 07 -02 0.3 0.4 09 0.4 03 03 0.3 03 02
Luxembourg -0.7 05 03 1.0 1.3 13 1.6 1.4 26 1.0 1.3 1.2 15 1.6 16
Malta 24 24 35 24 -7 - 09 35 0.9 0.6 0.6 0.7 0.7 0.6 0.6
Netherlands -52 44 -39 29 22 20 0.0 1.2 1.1 1.0 0.8 0.8 0.8 0.8 0.8
New Zealand 55 50 23 14 05 02 0.9 1.1 0.4 0.1 0.7 1.0 13 13 13
Norway 11.0 134 138 108 8.7 6.1 4.0 5.1 75 75 72 73 7.3 75 77
Portugal -12 74 57 48 71 -43 20 30 07 06 -0 0.4 03 0.3 05
Singapore 6.0 8.6 7.8 6.6 5.4 35 43 5.8 4.0 42 31 29 2.8 2.7 25
Slovak Republic -75 43 43 27 27 26 22 08 08 0.0 03 03 03 03 03
Slovenia -52 55 =31 -138 58 -33 -17 07 1.1 05 0.2 04 05 0.6 07
Spain' -94 96 -105 -70 60 53 45 31 27 23 -23 24 =25 27 -28
Sweden 00 -02 10 14 -6 0.2 14 15 0.8 05 0.3 0.3 0.3 0.3 0.3
Switzerland 04 0.7 04  -04  -02 06 04 0.4 03 0.3 0.2 02 0.3 03 03
United Kingdom -93 75 -75 53 53 42 29 18 14 -3 12 -1 -08 -06 -06
United States? -106 93 76 -41 =37 =32 -39 -38 43 46 44 44 44 40  -37
Average -76 62 54 36 =30 25 25 21 21 24 23 22 22 21 20
Euro Area -62 42 37 -31 25 20 -16 -10 06 -0 -09 -0 -1 11 -1
G7 -87 73 63 41 34 28 31 28 29 32 -30 30 30 27 -26
G20 Advanced -82 69 59 -39 32 27 29 26 26 =30 27 27 27 25 24

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text, and Table B.
T Data include financial sector support. For Cyprus, 2014 and 2015 balances exclude financial sector support.

2 For cross-economy comparability, expenditure and fiscal balances of the United States are adjusted to exclude the imputed interest on unfunded pension liabilities and the imputed compensation of employees,
which are counted as expenditures under the 2008 System of National Accounts (2008 SNA) adopted by the United States, but not in countries that have not yet adopted the 2008 SNA. Data for the United States
in this table may thus differ from data published by the US Bureau of Economic Analysis.

International Monetary Fund | April 2019 83



FISCAL MONITOR: CURBING CORRUPTION

Table A2. Advanced Economies: General Government Primary Balance, 2010-24

(Percent of GDP)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Australia 4.8 -3.9 2.8 2.0 2.0 -1.8 -1.6 -0.6 -0.3 -0.5 0.2 0.9 1.0 0.8 0.8
Austria -2.3 -0.4 0.0 0.2 -0.7 0.9 0.1 0.8 1.0 1.0 0.8 0.6 0.4 0.3 0.2
Belgium -0.7 -1.0 -1.0 -0.2 -0.2 0.2 0.1 1.3 1.2 0.6 0.3 0.2 0.2 0.1 0.1
Canada -39 2.7 -1.8 -1.0 0.5 0.6 0.2 0.0 -0.1 -0.2 0.0 0.3 0.4 0.4 0.4
Cyprus' -3.2 -4 -2.9 -1.9 2.8 25 2.8 42 5.3 41 42 4.2 41 4.0 4.3
Czech Republic -3.2 -1.7 -2.8 -0.2 -1.0 0.3 1.5 2.2 2.1 1.8 1.6 14 1.4 14 14
Denmark -2.1 -14 -3.0 -0.8 1.6 -0.6 0.4 14 0.3 0.1 0.1 0.2 0.3 0.4 0.6
Estonia 0.0 1.0 -0.4 -0.3 0.6 0.0 0.4 -0.3 0.2 0.2 0.2 0.1 0.0 0.0 0.0
Finland -2.5 -1.0 -2.0 -2.5 -3.0 -2.6 -15 -04 -0.9 -0.3 -0.1 0.0 0.1 0.1 0.1
France -4.5 2.6 =265 -1.9 -1.9 -1.8 -1.7 -1.0 -0.9 -1.7 -0.8 -0.9 -0.9 -0.9 -0.9
Germany -2.1 1.1 1.8 1.4 1.8 1.9 1.8 1.9 2.4 1.8 1.6 1.3 1.3 1.2 1.2
Greece 5.3 -3.0 -1.5 0.4 -0.1 0.8 3.8 441 3.8 35 35 35 35 3.0 2.8
Hong Kong SAR 2.3 1.9 13 -0.7 3.6 0.6 3.6 4.7 0.6 -0.2 0.1 -0.8 -1.0 -13 -1.3
Iceland -6.8 -2.8 -0.4 1.6 35 2.8 15.5 3.6 3.6 2.8 2.7 2.6 2.3 2.2 1.8
Ireland’ -29.7  -10.2 -4.8 -2.6 -0.3 0.4 1.6 1.7 1.7 1.5 15 15 1.6 1.8 1.9
Israel 0.0 0.6 -1.2 -0.9 -0.3 0.8 0.5 1.0 -0.3 -0.5 -0.5 -0.5 -0.5 -0.4 -0.4
Italy -0.1 0.8 2.1 1.7 14 13 1.2 1.2 14 0.9 0.3 0.3 0.3 0.4 0.5
Japan -8.6 -8.3 =755 -7.0 -4.9 -3.2 -3.0 2.7 -2.9 2.7 2.1 -1.9 -1.9 -1.9 -2.1
Korea 0.8 0.9 0.8 -0.2 -0.3 -0.3 0.8 1.2 2.0 1.3 0.8 0.6 0.5 0.5 0.5
Latvia 5.1 -1.8 1.7 0.9 -0.2 0.3 0.8 0.3 0.2 0.0 0.4 0.2 0.2 0.3 0.5
Lithuania -5.2 7.2 -1.2 -0.9 1.0 1.3 1.6 1.6 1.8 1.2 1.0 0.9 0.9 0.9 0.8
Luxembourg -0.9 0.3 0.1 0.8 1.1 1.1 1.4 1.2 2.4 0.8 0.9 0.7 0.9 0.9 0.8
Malta 0.7 0.8 -0.5 0.4 1.0 1.3 3.0 53 25 2.0 1.9 1.9 2.0 1.8 1.8
Netherlands -3.9 -3.0 —2.5 -1.6 -0.8 -0.8 11 2.1 1.8 1.6 14 14 1.4 14 14
New Zealand -4.9 -4.2 -1.4 -0.6 0.1 0.9 1.5 1.8 1.0 0.9 14 1.7 1.9 1.9 1.9
Norway 8.9 11.3 12.0 8.8 6.4 3.5 1.5 2.6 5.0 5.1 4.8 4.8 4.8 5.0 5.2
Portugal -85 -3.6 -1.4 -0.6 2.7 0.0 1.9 0.7 2.6 2.5 34 35 3.1 34 3.2

Singapore
Slovak Republic -6.4 -2.9 -2.8 =11 -11 =11 -0.9 0.4 0.4 11 14 1.3 1.3 1.3 1.3
Slovenia -4.0 4.2 -14 115 -2.8 -0.6 1.0 15 3.0 2.2 1.8 2.0 2.1 2.3 2.4
Spain’ -7.8 =17 -8.0 -4.0 -3.0 -2.6 -1.9 -0.7 -0.4 -0.2 -0.2 -0.2 -0.3 -0.3 -0.4
Sweden 0.3 0.1 -0.8 -1.2 -1.4 0.1 1.0 14 0.6 0.3 0.2 0.1 0.1 0.1 0.1
Switzerland 0.8 1.1 0.8 -0.2 0.0 0.9 0.6 0.6 0.5 0.4 0.4 0.4 0.4 0.4 0.4
United Kingdom -6.8 -4.7 =512 -4.0 =315 =27 —1.3 -0.1 0.1 0.1 0.2 0.4 0.5 0.5 0.5
United States? =91 -7.5 -5.9 -2.5 -2.1 -1.7 -2.3 -2.2 -2.6 -2.9 -2.4 -2.2 -2.2 -1.8 -1.4
Average -6.1 -4.5 -3.8 2.1 -1.6 -1.2 -1.2 -0.8 -0.9 -1.2 -0.9 -0.9 -0.8 -0.7 -0.5
Euro Area 3.7 -1.6 -1.0 —0.6 -0.2 0.0 0.4 0.8 1.1 0.6 0.7 0.5 0.5 0.5 0.5
G7 -6.9 5.3 -4.4 2.5 -1.8 -1.4 -1.6 =1.3 -1.5 -1.8 -1.4 -1.3 -1.3 =1.1 -0.9
G20 Advanced -6.6 ol 4.2 -2.4 -1.8 -1.4 =I5 -1.2 -1.3 -1.6 -1.3 -1.2 -1.2 -0.9 -0.8

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions” in text).
Note: Primary balance is defined as the overall balance excluding net interest payments. For country-specific details, see “Data and Conventions” in text, and Table B.
" Data include financial sector support. For Cyprus, 2014 and 2015 balances exclude financial sector support.

2 For cross-economy comparability, expenditure and fiscal balances of the United States are adjusted to exclude the imputed interest on unfunded pension liabilities and the imputed compensation of employees,
which are counted as expenditures under the 2008 System of National Accounts (2008 SNA) adopted by the United States, but not in countries that have not yet adopted the 2008 SNA. Data for the United States
in this table may thus differ from data published by the US Bureau of Economic Analysis.
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Table A3. Advanced Economies: General Government Cyclically Adjusted Balance, 2010-24
(Percent of potential GDP)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Australia -4.9 -4.2 -3.3 -2.6 -2.5 -2.4 2.2 -1.2 -1.0 -1.2 -0.4 0.2 0.2 0.0 0.0
Austria -4.1 -3.2 -2.5 -1.5 -1.8 0.0 -0.9 -0.6 -0.6 -0.6 -0.8 -0.7 -0.6 -0.7 -0.6
Belgium -3.8 -4.3 -4.0 2.4 -2.5 =21 -2.3 -0.9 -0.9 -13 -15 -15 -15 -15 -1.6
Canada 4.0 -3.1 2.0 -1.0 0.5 0.8 0.6 0.0 -0.2 -0.5 -0.7 -0.7 -0.8 -0.7 -0.6
Cyprus -5.1 -5.7 -4.4 -2.3 1.8 17 1.4 1.9 2.3 1.2 1.2 1.3 1.2 17 2.0
Czech Republic 4.1 -3.0 -3.1 0.4 -1.0 -0.6 0.8 12 12 0.8 0.5 04 0.4 0.4 0.5
Denmark -1.6 -13 -2.2 0.1 2.0 -1.0 -0.5 0.2 -0.7 -1.0 -1.1 -1.0 -0.8 -0.6 -0.3
Estonia 3.1 22 0.1 0.4 11 0.7 0.0 -0.5 -0.2 -0.1 0.0 0.0 0.0 0.0 0.0
Finland -1.8 -15 -1.7 -1.2 -0.9 0.0 0.0 -0.1 -0.8 -0.5 -0.2 -0.1 -0.2 -0.2 0.0
France 6.2 =52 4.7 -3.6 -3.4 -3.2 -3.0 2.7 2.7 -34 2.4 -2.5 2.6 2.6 2.6
Germany -3.6 -15 -0.3 0.0 0.5 0.7 0.8 0.6 1.2 0.7 0.6 0.4 0.5 0.6 0.7
Greece -8.9 -4.4 1.9 4.8 2.8 3.0 5.6 4.8 3.2 1.8 13 0.7 0.3 -0.4 -0.6
Hong Kong SAR! 0.7 -16 =11 -4.3 -1.2 -3.3 -13 -2.3 =3.7 47 -3.7 -44 45 -4.1 -4.1
Iceland ~7.6 4.7 -3.0 -1.8 -0.1 -1.2 11.3 -0.4 0.0 0.4 0.3 0.5 0.4 0.5 0.5
Ireland’ -8.9 -6.5 -54 -4.6 -3.1 -1.3 -1.2 -0.5 -04 -0.4 -0.1 0.1 0.4 0.7 0.9
Israel -3.6 =35 -4.3 -4.1 2.6 -0.9 -14 -1.0 —23 -2.6 2.6 2.6 -2.6 2.6 2.6
Italy =35 -3.4 -14 -0.8 -0.9 -0.8 -1.2 =17 =17 =21 -3.2 -3.5 -3.8 -4.0 4.1
Japan -8.0 -8.0 ~7.6 =0 =59 -4.3 4.1 -3.4 -3.1 2.8 =21 -1.8 =17 -1.8 2.1
Korea 1.5 16 17 0.9 0.6 0.8 2.0 2.5 2.9 2.3 17 1.2 0.7 0.7 0.6
Latvia -4.4 2.7 0.1 -14 -1.7 -1.5 -0.4 -1.2 -1.3 -1.2 -0.7 -0.8 -0.6 -0.5 -0.3
Lithuania -4.1 -7.4 -2.3 =21 -0.5 0.0 0.7 0.4 0.7 0.1 0.1 0.1 0.2 0.2 0.2
Luxembourg -0.5 0.3 12 1.4 1.2 0.8 1.3 1.6 2.6 1.0 11 1.1 1.4 15 15
Malta -2.5 -1.9 -2.5 -11 -1.4 =21 0.6 3.2 0.5 0.4 0.5 0.7 0.8 0.6 0.6
Netherlands -4.8 -4.4 2.7 =11 -0.5 -0.8 0.8 12 0.5 0.1 0.1 0.2 0.4 0.6 0.8
New Zealand -45 -4.0 -1.3 -05 -0.1 0.3 0.8 0.7 -0.1 -0.2 0.3 0.5 0.8 0.9 0.9
Norway’ -4.6 -4.0 -4.4 4.7 =5 6.4 7.3 ~7.4 6.8 =71 ~7.2 7.2 7.2 ~7.2 7.2
Portugal -11.0 -6.3 -2.8 -1.6 -4.3 -2.5 -0.8 -2.6 -0.7 -0.8 -0.3 04 0.2 0.3 04
Singapore 6.5 8.5 7.8 6.5 5.4 3.6 43 5.6 3.8 42 3.1 2.9 2.8 2.7 2.5
Slovak Republic -6.2 -3.1 =31 -1.6 -2.1 -2.9 -2.8 -13 -1.3 -0.4 0.2 0.2 0.3 0.3 0.3
Slovenia -4.8 -4.3 -2.0 -14 2.2 -0.9 -0.3 0.5 0.5 -0.1 -0.4 -0.3 0.0 0.3 0.5
Spain’ -8.5 -7.4 -3.3 -2.3 -1.9 -2.5 -2.9 -2.6 -2.7 -2.6 -2.8 -2.9 -2.9 -3.0 -3.1
Sweden' 0.5 -0.2 -0.6 -0.7 -0.8 -04 0.7 12 0.5 0.4 0.3 0.3 0.3 0.3 0.3
Switzerland" 0.4 0.7 0.6 -0.3 -0.3 0.7 0.5 0.4 0.1 0.2 0.2 0.2 0.3 0.3 0.3
United Kingdom' -7.2 -5.9 £ -3.9 -4.6 -3.9 -2.8 -1.9 -14 -1.2 -1.0 -0.9 -0.7 -0.6 -0.6
United States'-2 -93 -7.9 -6.1 -4.0 -3.4 -3.2 -3.9 -4.0 =47 5.2 -5.0 -4.9 -4.9 -4.5 4.1
Average -6.6 5.6 -4.4 -3.1 2.6 -2.3 =2 -2.3 -2.5 -2.9 2.7 2.7 2.6 =249 -2.3

Euro Area =1l -39 2.6 -14 -1.3 1.1 -0.9 -0.9 -0.8 -1.1 -11 -13 -13 -1.2 -1.2

G7 =75 -6.4 =52 =3.7 -3.0 2.7 -3.0 -2.9 =31 =3.5 =33 —33 =32 -3.0 -2.8

G20 Advanced =71 -6.0 -4.9 =35 =2 2.6 2.8 2.7 2.8 -3.2 -3.0 -3.0 -3.0 -2.8 2.6

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text, and Table B.
1 Data for these countries include adjustments beyond the output cycle.

2 For cross-economy comparability, expenditure and fiscal balances of the United States are adjusted to exclude the imputed interest on unfunded pension liabilities and the imputed compensation of employees,
which are counted as expenditures under the 2008 System of National Accounts (2008 SNA) adopted by the United States, but not in countries that have not yet adopted the 2008 SNA. Data for the United States
in this table may thus differ from data published by the US Bureau of Economic Analysis.
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Table A4. Advanced Economies: General Government Cyclically Adjusted Primary Balance, 2010-24
(Percent of potential GDP)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Australia -4.6 =37 -2.6 -1.8 -1.7 -14 -1.3 -0.3 0.0 -0.3 0.5 1.0 1.1 0.9 0.8
Austria -1.9 -1.0 -0.3 0.6 0.2 1.9 0.8 0.9 0.6 0.5 0.3 0.3 0.3 0.2 0.2
Belgium -0.6 -1 -0.8 0.4 0.4 0.5 0.2 1.3 1.1 0.5 0.3 0.1 0.1 0.1 0.0
Canada =312 —2.5 -1.4 -0.5 0.8 1.4 1.2 0.3 0.1 0.0 0.0 0.2 0.3 0.3 0.3
Cyprus -39 -4.5 2.4 0.0 39 37 32 37 4.1 3.0 2.8 2.8 2.8 3.1 33
Czech Republic -3.1 -1.9 -2.0 1.4 0.1 0.3 1.6 1.8 1.8 15 1.3 1.2 1.2 1.3 1.3
Denmark -1.0 -0.7 -1.7 0.5 24 -0.3 0.0 0.4 -0.3 -0.5 -0.6 -0.5 -0.3 -0.1 0.2
Estonia 3.0 2.0 0.0 0.3 1.0 0.6 -0.1 -0.5 -0.2 -0.1 0.0 0.0 0.0 0.0 -0.1
Finland -1.8 -15 -15 -1.1 -0.7 0.1 0.2 0.1 -0.7 -0.4 -0.3 -0.2 -0.1 0.0 0.1
France -3.8 -2.6 2.2 -14 -14 -1.4 -13 -1.0 -1.0 -1.7 -0.8 -0.9 -0.9 -0.9 -0.9
Germany -14 0.5 1.6 1.6 1.7 1.8 17 1.4 1.9 1.3 1.2 0.9 1.0 1.1 1.2
Greece -33 2.0 6.2 8.2 6.2 6.1 8.4 7.6 6.3 54 46 41 3.7 3.0 2.8
Hong Kong SAR! -1.1 -35 -2.9 -6.0 -1.2 -3.3 -2.1 -3.1 -5.1 -6.3 -5.2 -6.0 -6.4 -6.2 -6.2
Iceland -5.0 -2.1 0.1 1.6 35 2.5 14.4 2.8 2.5 25 2.6 2.5 22 22 1.7
Ireland’ -6.7 4.0 -2.3 -1.2 0.3 1.1 1.0 15 1.2 1.1 1.2 1.3 15 1.8 1.9
Israel 0.0 0.2 -1.1 -1.0 -0.5 1.0 0.5 1.0 -0.3 -0.6 -0.6 -0.5 -0.5 -0.5 -0.4
Italy 0.6 1.0 34 37 3.3 3.0 25 1.9 1.8 1.4 0.5 0.3 0.2 0.2 0.2
Japan =7/l 6.9 -6.5 6.6 4.7 -3.7 -34 -2.9 -2.8 2.7 -2.1 -1.9 -1.8 -1.9 -2.1
Korea 0.8 0.9 1.0 0.0 -0.1 -0.1 1.0 1.4 2.1 15 1.0 0.7 0.5 0.5 0.4
Latvia -3.1 -1.3 1.6 0.0 -0.2 0.3 0.9 -0.1 -0.3 -0.3 0.2 0.1 0.2 0.3 0.5
Lithuania -2.6 -5.7 -0.4 -0.4 1.1 15 2.0 1.6 16 0.9 0.7 0.7 0.8 0.8 0.8
Luxembourg -0.8 0.1 1.0 1.2 0.9 0.6 1.1 1.4 25 0.7 0.8 0.5 0.8 0.8 0.7
Malta 0.6 1.2 0.5 1.6 1.3 0.3 2.7 5.0 2.1 1.8 1.7 1.9 2.0 1.9 1.9
Netherlands -34 -2.9 -1.4 0.2 0.8 0.4 1.9 2.1 1.3 0.8 0.7 0.8 1.0 1.2 1.4
New Zealand -39 -3.2 -0.4 0.2 0.5 1.0 15 1.4 0.6 0.5 1.0 1.2 15 15 15
Norway? =7l 6.4 -6.5 -6.9 -8.1 -94 102 -10.2 -9.6 -99 100 -100 -100 -10.0 -10.0
Portugal -8.3 -2.6 1.2 24 -0.1 1.6 3.0 1.1 2.6 24 3.0 35 3.1 3.1 32
Singapore
Slovak Republic 5.1 -1.8 -1.6 0.0 -0.5 -1.4 -14 -0.1 -0.1 0.8 1.2 1.2 1.2 1.3 1.3
Slovenia -3.6 -3.0 -0.4 0.7 0.6 1.8 24 2.7 2.4 1.6 1.2 1.3 1.6 2.0 2.2
Spain’ -6.9 -5.5 -0.9 0.4 0.9 0.1 -0.4 -0.3 -0.4 -0.5 -0.6 -0.7 -0.6 -0.7 -0.7
Sweden’ 0.8 0.2 -0.4 -0.6 -0.7 -0.5 0.6 1.0 0.3 0.2 0.1 0.1 0.1 0.1 0.1
Switzerland' 0.8 1.1 1.0 0.0 -0.1 0.9 0.6 0.6 0.3 0.4 0.4 0.4 0.4 0.4 0.3
United Kingdom' -4.9 -3.2 -3.7 -2.6 -2.8 -2.5 -1.3 -0.1 0.1 0.2 0.4 0.5 0.5 0.5 0.5
United States'? -7.8 -6.1 -4.4 -25 -1.9 -1.7 -2.3 -2.3 -3.1 -3.4 -2.9 -2.8 =27 -2.2 -1.8
Average -5.1 -39 -2.8 -1.7 -1.2 -1.1 -1.2 -1.0 -1.3 -1.6 -1.3 -1.3 -1.2 -1.0 -0.9
Euro Area -2.6 -1.3 0.0 1.0 1.0 1.0 1.0 0.9 0.9 0.5 0.4 0.3 0.3 0.4 0.4
G7 -5.7 -4.4 -34 -2.1 -1.5 -1.3 -1.5 -14 -1.7 -2.1 -1.7 -1.6 -1.6 -1.3 -1.1
G20 Advanced -5.5 -4.3 -3.2 -2.0 -14 -1.2 -14 -1.3 -1.5 -1.9 -1.5 -1.4 -14 -1.2 -1.0

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions” in text).

Note: Cyclically adjusted primary balance is defined as the cyclically adjusted balance plus net interest payable/paid (interest expense minus interest revenue) following the World Economic Outlook convention.
For economy-specific details, see “Data and Conventions” in text, and Table B.

1 The data for these economies include adjustments beyond the output cycle.

2 For cross-economy comparability, expenditure and fiscal balances of the United States are adjusted to exclude the imputed interest on unfunded pension liabilities and the imputed compensation of employ-
ees, which are counted as expenditures under the 2008 System of National Accounts (2008 SNA) adopted by the United States, but not in economies that have not yet adopted the 2008 SNA. Data for the
United States in this table may thus differ from data published by the US Bureau of Economic Analysis.
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Table A5. Advanced Economies: General Government Revenue, 2010-24

(Percent of GDP)
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Australia 319 319 331 337 339 346 348 349 356 359 360 358 357 356 356
Austria 484 483 490 497 496 500 486 483 483 477 480 480 480 480 480
Belgium 493 503 516 527 522 513 506 513 513 507 504 504 504 504 504
Canada 383 383 384 385 385 400 401 399 401 401 401 401 401 401 401
Cyprus 373 367 364 367 398 390 380 389 396 384 376 374 374 374 376
Czech Republic 393 403 405 414 403 411 402 405 421 422 424 424 421 421 424
Denmark 540 544 545 546 564 532 526 523 521 517 514 512 510 508 507
Estonia 407 386 390 383 385 397 392 389 401 401 401 399 397 394 391
Finland 521 533 540 549 549 544 542 533 518 518 517 518 519 519 518
France 500 511 521 531 533 532 532 538 536 524 520 516 515 514 514
Germany 430 438 443 445 445 445 448 450 456 455 453 450 450 449 449
Greece M3 438 462 479 462 479 495 483 490 475 460 452 444 442 440
Hong Kong SAR 207 224 214 210 208 186 226 228 205 207 210 209 212 207 207
lcgland 383 388 402 406 437 406 569 438 427 421 419 46 43 413 414
Ireland 330 337 340 342 338 270 270 261 258 259 254 253 245 242 240
Israel 3.8 368 360 363 365 366 365 378 367 365 364 364 364 364 364
Italy 457 457 479 481 479 477 465 464 464 465 465 466 467 468 469
Japan 290 300 308 316 333 342 343 342 339 340 346 347 347 347 347
Korea 210 216 221 215 212 215 224 232 243 246 246 245 244 244 244
Latvia 35 356 374 367 361 362 362 356 369 359 359 347 347 347 347
Lithuania 343 326 321 321 334 341 336 328 341 349 348 348 347 347 346
Luxembourg 435 429 444 443 433 433 436 445 463 453 455 456 457 458 458
Malta 387 388 392 395 393 385 374 392 382 375 373 Y0 371 360 360
Netherlands 4.8 415 420 428 428 418 428 437 435 444 442 440 441 441 4441
New Zealand 376 373 375 372 372 376 375 373 373 372 373 372 371 371 372
Norway 553 565 561 541 538 541 539 542 551 553 546 550 552 556  56.0
Portugal 406 426 429 451 446 438 428 427 430 432 433 438 435 435 435
Singapore 211 231 221 213 211 212 215 226 215 214 214 211 212 213 213
Slovak Republic 347 365 363 387 393 425 392 394 392 392 393 386 385 386 376
Slovenia 408 406 416 406 412 404 393 391 405 402 403 406 409 413 415
Spain 3.2 362 376 386 389 385 377 379 387 389 387 386 386 385 384
Sweden 497 490 493 495 485 489 499 499 495 494 493 491 491 491 491
Switzerland 324 327 326 327 324 335 333 333 333 333 333 333 333 333 333
United Kingdom 3.2 37 37 31 352 355 360 366 369 370 370 369 370 371 374
United States 290 293 293 314 313 315 311 309 309 311 315 316 37 320 323
Average 349 355 356 368 368 364 363 364 365 364 366 365 366 367 368
Euro Area 443 449 460 467 466 461 459 461 462 459 457 455 454 454 454
G7 342 348 349 363 364 362 360 360 361 360 362 362 363 364 366
G20 Advanced 337 342 344 357 358 356 354 355 356 355 358 357 358 359 361

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions” in text).
Note: For economy-specific details, see “Data and Conventions” in text, and Table B.
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Table A6. Advanced Economies: General Government Expenditure, 2010-24

(Percent of GDP)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Australia 370 363 366 365 368 374 374 364 368 374 366 358 356 356 356
Austria 528 509 512 516 523  51.0 502 490 485 478 482 483 484 485 486
Belgium 533 545 559 558 553 537 530 522 521 519 518 518 518 518 519
Canada 431 416 409 400 384 400 406 403 406 407 407 407 407 407 407
Cyprus 420 423 419 49 400 393 377 371 366 366 357 352 33 3BI1 350
Czech Republic 435 430 445 426 424 417 305 390 406 411 413 415 M5 45 415
Denmark 567 564 580 558 552 545 527 512 522 521 517 515 512 508 505
Estonia 405 374 393 385 379 396 395 392 398 399 399 398 397 393 391
Finland 548 544 562 575 581 571 559 540 528 521 518 518 519 519 518
France 569 563 571 572 572 568 566 565 562 557 544 541 540 540 540
Germany 473 447 443 447 440 437 439 439 439 443 443 442 442 442 442
Greece 525 541 528 516 502 506 489 473 486 477 459 451 444 447 447
Hong Kong SAR 166 186 183 200 173 180 182 173 185 194 194 201 204 198 198
Iceland 478 442 438 424 438 414 445 433 M7 45 414 411 408 408 406
Ireland 650 465 420 404 375 290 275 263 257 259 252 250 240 235 231
Israel 404 397 404 403 389 377 378 388 390 390 390 390 390 390 390
Italy 499 494 508 511 509 503 490 489 485 492 499 501 503 505 507
Japan 385 394 394 395 389 380 379 374 371 369 368 365 364 365 368
Korea 195 199 206 209 208 209 207 208 215 225 231 235 237 237 237
Latvia 430 388 372 373 378 378 366 364 376 367 363 354 352 352 349
Lithuania 42 415 352 347 340 343 333 324 331 345 345 345 345 344 344
Luxembourg 441 424 441 433 420 420 419 431 437 442 443 444 442 442 443
Malta a1 M2 427 49 411 396 365 357 373 369 367 363 364 354 354
Netherlands 470 460 459 457 449 438 428 426 424 434 435 432 433 433 433
New Zealand 430 423 397 386 377 374 367 362 370 370 366 362 358 359 359
Norway 443 431 423 433 451 480 499 491 477 478 474 477 479 481 483
Portugal 518 500 485 499 517 481 448 457 437 439 435 434 432 432 431
Singapore 150 145 144 148 157 176 172 169 175 172 179 182 184 186 188
Slovak Republic 421 408 406 44 420 451 415 402 400 392 390 383 381 382 372
Slovenia 460 461 447 544 470 437 410 398 394 397 401 402 404 407 408
Spain 456 458 481 456 448 437 422 M0 M4 M1 M 40 M1 42 M2
Sweden 497 492 502 509 501 487 488 484 487 488 490 488 488 488 488
Switzerland 320 319 322 331 327 329 329 330 330 331 331 331 331 331 331
United Kingdom 445 432 433 414 405 397 389 384 383 383 382 379 378 378 378
United States' 396 386 370 355 350 346 350 348 351 357 359 359 362 360 360
Average 425 417 410 404 398 389 388 385 386 388 388 387 388 388 388
Euro Area 505 492 497 497 491 482 475 470 468 469 466 465 465 465 465
G7 428 421 412 404 398 390 300 388 390 392 392 392 393 392 392
G20 Advanced 49 411 403 396 390 383 383 380 382 385 385 384 385 384 385

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions” in text).
Note: For economy-specific details, see “Data and Conventions” in text, and Table B.

T For cross-economy comparability, expenditure and fiscal balances of the United States are adjusted to exclude the imputed interest on unfunded pension liabilities and the imputed compensation of employees,
which are counted as expenditures under the 2008 System of National Accounts (2008 SNA) adopted by the United States, but not in economies that have not yet adopted the 2008 SNA. Data for the United States
in this table may thus differ from data published by the US Bureau of Economic Analysis.
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Table A7. Advanced Economies: General Government Gross Debt, 2010-24

(Percent of GDP)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Australia’ 205 241 277 307 341 378 405 407 407 411 406 397 389 375 364
Austria 824 822 87 8.0 838 844 829 785 742 712 684 661 643 627 612
Belgium 997 1026 1043 1055 1076 1065 1061 1034 1014 996 981 964 947 931 910
Canada’ 813 819 85 82 87 913 918 901 906 880 847 813 780 749 720
Cyprus 558 652 792 1021 1080 1080 1055 958 1025 101.0 943 895 796 730 673
Czech Republic 374 398 445 449 422 400 368 347 330 316 307 299 281 264 251
Denmark 426 461 449 440 443 398 373 348 343 336 329 352 373 389 395
Estonia 6.6 6.1 97 102 105 99 9.2 87 8.1 7.6 72 6.8 6.4 6.1 58
Finland 471 485 539 565 602 635 630 613 605 599 590 585 568 550 533
France 853 878 906 934 949 956 966 985 986 992 987 982 976 970 962
Germany 810 786 799 774 745 708 679 639 598 569 538 511 485 460 437
Greece 1462 1806 159.6 1779 1802 177.8 1811 1793 1833 1742 167.3 1609 1538 1472 1432
Hong Kong SAR! 0.6 0.6 05 05 0.1 0.1 0.1 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0
lcgland 854 920 894 818 788 650 512 431 354 331 301 278 257 233 220
Ireland 86.0 1109 1199 1198 1043 769 735 685 652 624 589 571 540 510 478
Israel 707 687 684 670 658 638 620 604 596 590 581 572 564 556 549
Italy 1154 1165 1234 1290 1318 1316 1313 1313 1321 1334 1341 1353 1364 1375 1385
Japan 2079 2221 2290 2325 2361 2316 2363 2350 2371 2375 2370 2374 2378 2380 2383
Korea 308 315 322 354 373 395 399 398 407 405 407 411 M8 422 424
Latvia 464 429 415 390 409 368 403 400 376 367 351 347 331 318 305
Lithuania 3.2 372 398 388 405 426 399 394 359 338 318 300 283 268 254
Luxembourg 198 187 217 237 227 222 207 230 218 216 213 210 205 200 196
Malta 675 702 677 684 634 579 554 502 454 425 391 357 321 300 282
Netherlands 593 617 662 677 679 647 619 570 544 520 499 474 449 423 398
New Zealand 297 347 357 346 342 344 335 316 294 281 273 268 259 235 212
Norway 423 288 300 304 284 329 362 368 368 368 368 368 368 368 368
Portugal 905 1114 1262 1290 1306 1288 1292 1248 1214 1195 1173 1113 1074 1063 1027
Singapore 97.0 1004 1048 1012 961 994 1037 1069 1083 1094 1112 1118 1126 1128 117.0
Slovak Republic 412 437 522 547 535 522 518 509 488 469 451 433 45 398 386
Slovenia 382 464 538 704 804 826 787 741 685 654 634 612 591 569 549
Spain 601 695 87 955 1004 993 990 981 970 960 949 941 933 927 923
Sweden 386 378 381 407 455 442 424 408 390 372 355 339 323 309 294
Switzerland 426 429 437 429 430 430 418 418 405 395 382 369 357 346 334
United Kingdom 752 808 841 82 870 879 879 8.1 89 857 844 836 86 815 803
United States’ 954 997 1032 1048 1044 1047 1069 1062 1058 1067 1075 1084 1094 1100 1103
Average 982 1024 1066 1051 1046 1042 1067 1046 1036 1040 1037 1037 1036 1033 103.0
Euro Area 846 8.6 8.7 916 918 899 891 88 80 836 8.8 803 786 772 757
G7 111.6 1168 1209 1186 1174 1162 1194 1176 1167 1173 1174 1177 1180 1181 1184
G20 Advanced 1059 1103 1142 1122 1113 1108 1139 1120 1112 1118 1118 1121 1123 1123 1122

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions” in text).
Note: For economy-specific details, see “Data and Conventions™ in text, and Table B.

T For cross-economy comparability, gross debt levels reported by national statistical agencies for countries that have adopted the 2008 System of National Accounts (Australia, Canada, Hong Kong SAR, United
States) are adjusted to exclude unfunded pension liabilities of government employees’ defined-benefit pension plans.
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Table A8. Advanced Economies: General Government Net Debt, 2010-24

(Percent of GDP)
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Australia’ 4.0 8.1 11.2 13.2 15.5 17.9 18.9 18.4 19.2 20.4 20.2 19.5 18.8 17.7 16.7
Austria 60.5 60.3 60.5 60.4 59.1 58.3 57.1 55.9 51.0 48.8 46.8 453 442 43.2 424
Belgium? 88.4 90.8 91.6 92.5 941 93.3 92.4 90.1 88.5 87.0 85.9 84.6 83.3 82.0 80.3
Canada’ 27.1 27.6 29.0 29.8 28.6 28.5 28.8 27.6 27.9 26.6 25.8 25.0 24.3 23.6 23.0
Cyprus 48.1 52.5 67.1 78.1 89.5 91.3 86.9 79.5
Czech Republic 25.5 26.8 28.3 29.1 29.4 28.1 24.9 215 . e . . e e .
Denmark 15.0 15.1 18.5 18.3 18.2 16.5 16.7 15.0 14.8 14.7 14.6 14.4 14.1 13.6 13.0
Estonia -85 -6.8 -4.9 -4.4 -39 2.2 -2.6 -2.1 -0.4 -0.4 -0.4 -0.4 -0.3 -0.3 -0.2
Finland3 32 5.1 9.5 12.9 174 18.7 215 22.2 22.3 21.8 21.2 20.4 19.9 19.3 18.7
France 73.6 76.4 80.0 83.0 85.5 86.4 87.5 87.5 87.6 88.2 87.7 87.3 86.7 86.0 85.2
Germany 60.9 59.2 58.4 57.5 54.0 51.0 48.2 445 41.0 38.6 36.2 34.1 321 30.2 28.4
Greece
Hong Kong SAR
Iceland* 64.3 59.9 62.0 60.5 53.6 47.4 39.7 35.6 29.7 28.9 26.8 24.8 23.1 21.4 19.8
Ireland® 66.9 79.7 87.5 90.4 86.4 66.3 64.4 59.1 55.7 53.6 51.9 49.8 47.0 443 414
Israel 64.3 63.2 63.1 62.2 62.1 60.2 58.7 571 56.4 55.9 55.2 54.5 53.8 53.1 52.5
Italy 104.7 106.8 111.6 116.7 118.8 119.5 118.9 119.0 1201 121.5 122.5 123.8 125.2 126.6 127.8
Japan 1311 1424 1467 1464 1485 1478 1526 1511 1532 1536 1532 153.6  153.9 154.1 154.5
Korea 29.2 29.9 -2.0 1.9 35 6.4 11.8 11.6 12.6 12.4 12.6 13.0 137 14.1 14.3
Latvia 28.5 2 29.4 29.3 29.6 31.1 31.0 321 30.4 29.9 28.7 28.6 27.3 26.3 25.3
Lithuania 26.3 33.1 33.4 34.2 32.7 34.6 32.3 324 29.3 27.5 25.9 24.3 22.9 21.7 20.5
Luxembourg -135 115 107 -90 -108 -122 -11.8 -11.5 -109 -9.6 -8.6 -7.5 -6.8 —6.1 -5.4
Malta 57.2 58.2 57.9 59.0 53.9 49.5 43.0 37.9
Netherlands 457 48.4 51.9 53.5 54.7 52.9 50.6 46.6 44.5 42.6 40.8 38.8 36.7 34.6 32.5
New Zealand 47 8.8 10.8 11.0 104 9.9 9.1 8.0 8.8 10.3 10.8 10.5 8.8 6.5 42
Norway?® -474 483 500 613 -759 -870 -853 -808 -791 -845 893 939 984 -1029 -107.5
Portugal 82.1 9.1 1048 1082 1128 1139 1125 1101 1082 1070 1040 100.6 97.5 94.5 91.3
Singapore
Slovak Republic
Slovenia 26.6 32.2 36.7 455 46.6 50.4 52.4 51.9 e . . e . . .
Spain 45.8 56.3 7.5 80.8 85.2 85.3 86.2 84.8 84.1 83.5 82.9 82.4 82.1 81.9 81.8
Sweden 13.6 11.9 11.5 1.7 11.5 11.2 8.9 6.2 5.9 5.2 4.6 42 37 3.4 3.0
Switzerland 24.2 244 239 22.9 23.1 23.3 22.8 22.1 20.8 19.8 18.5 17.3 16.0 14.9 13.7
United Kingdom 68.1 72.5 75.5 76.8 78.8 79.3 78.8 77.5 77.5 76.2 75.0 74.2 73.2 72.1 70.9
United States! 70.0 76.5 80.3 80.9 80.5 80.4 81.7 80.7 80.9 83.4 86.2 88.2 91.3 93.0 94.3
Average 69.5 74.0 76.5 75.7 75.5 75.6 774 75.4 75.4 76.4 77.2 7.7 78.6 78.9 79.0
Euro Area 66.0 68.6 72.1 74.6 75.0 73.8 72.8 70.9 68.9 67.9 66.7 65.5 64.4 63.4 62.3
G7 79.9 85.4 88.6 87.3 86.7 86.1 88.1 86.2 86.0 87.3 88.5 89.4 90.9 91.6 92.2
G20 Advanced 75.6 80.5 82.5 81.4 81.0 80.9 83.0 81.0 80.9 82.2 83.3 84.1 85.4 86.0 86.4

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions™ in text).

Note: For economy-specific details, see “Data and Conventions” in text, and Table B.

1 For cross-economy comparability, net debt levels reported by national statistical agencies for economies that have adopted the 2008 System of National Accounts (Australia, Canada, Hong Kong SAR, and the
United States) are adjusted to exclude unfunded pension liabilities of government employees’ defined-benefit pension plans.

2 Belgium's net debt series has been revised to ensure consistency between liabilities and assets. Net debt is defined as gross debt (Maastricht definition) minus assets in the form of currency and deposits,

loans, and debt securities.
3 Net debt figures were revised to only include categories of assets corresponding to the categories of liabilities covered by the Maastricht definition of gross debt.
4 Net debt for Iceland is defined as gross debt less currency and deposits.

5 Net debt for Ireland is defined as gross general debt less debt instrument assets, namely, currency and deposits (F2), debt securities (F3), and loans (F4). It was previously defined as general government debt

less currency and deposits.

6 Norway's net debt series has been revised because of a change in the net debt calculation by excluding the equity and shares from financial assets and including accounts receivable in the financial assets,
following Government Finance Statistics and the Maastricht definition.
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Table A9. Emerging Market and Middle-Income Economies: General Government Overall Balance, 2010-24

(Percent of GDP)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Algeria 00 -01 44 04 -73 153 -130 66 52 65 26 -16 03 17 19
Angola 34 8.1 41 03 57 -2.9 -45 63 24 01 -01 00 02 03 03
Argentina 14 27 30 -33 43 -6.0 66 67 52 27 15 14 -1 09 -05
Azerbaijan 138 109 37 16 2.7 4.8 11 4 40 4.4 59 6.0 48 39 30
Belarus 42 28 04 -0 0.1 -3.0 17 03 23 20 17 03 06 07 07
Brazil 27 25 25 30 54 102 -90 -79 68 73 70 69 66 62  -58
Chile -04 1.4 07 05 -5 2.1 27 26 15 18 15 -1 09 -07 -05
China -04 -01 -03 -08 09 -2.8 -37 -39 48 61 55 54 54 53 53
Colombia 33 20 01 -09 18 -34 24 26 22 26 10 07 09 -09 -04
Croatia -62 -78 53 53 53 -3.3 -0.8 0.9 0.4 0.0 0.1 0.1 0.2 0.3 0.4
Dominican Republic 27 31 66 35 29 -0.2 28 32 30 31 33 34 34 35 -34
Ecuador -14  -01 09 -46 52 -6.1 82 45 09 0.0 38 2.9 2.8 29 2.1
Egypt! 74 96 -100 -129 -113 109 -125 -104 95 86 65 50 -40 -37  -38
Hungary -45 54 24 26 26 -1.9 16 22 23 19 19 -18 -18 18 20
India 86 83 75 70 71 719 71 70 67 69 66 64 63 62 6.1
Indonesia 12 07 16 22 21 -2.6 25 25 -18 18 -18 -18 -18 -18 -18
Iran 26 06 03 -09 -1 18 23 18 -39 40 41 45 48 53 56
Kazakhstan 15 5.8 44 49 25 -6.3 53 44 05 14 1.7 16 14 1.4 15
Kuwait 260 333 324 341 224 56 03 66 114 95 76 73 6.2 5.2 45
Libya 125 -172 286  -51 -738 1310 -1133 430 -74 -109 -149 -202 -255 -263 -271
Malaysia2 44 36 31 35 27 26 26 24 36 30 25 25 25 25 25
Mexico -40 -33 -37 37 45 -4.0 -28 11 23 25 24 23 23 23 23
Morocco 43 66 72 51 48 42 45 -35 37 37 33 30 30 30 -30
Oman 56 94 46 47 A1 59 212 129 -77 99 70 56 66 77 -79
Pakistan 60 67 86 -84 49 53 44 58 65 72 87 80 -78 716  -77
Peru 0.1 2.0 2.1 07  -02 -2 23 29 21 19 13 09 09 -09 -09
Philippines 24 03 -03 0.2 0.9 06 04 04 10 12 14 15 46 19 -9
Poland 73 48 37 41 37 27 22 14 06 22 31 31 31 =31  -31
Qatar 6.8 73 105 216 143 45 54 29 53 6.1 6.6 6.4 6.7 6.4 6.5
Romania 64 -43 25 25 17 14 24 28 29 38 41 42 43 41 -39
Russia -3.2 14 04 12 -4 -34 37 -5 2.8 1.0 08 0.4 00 02 04
Saudi Arabia 44 16 119 56 -35 -158 172 92 46 -79 57 72 68 65 64
South Africa 50 41 44 43 43 48 41 44 44 51 51 49 50 50 49
Sri Lanka 70 62 56 52 62 -70 54 55 53 46 35 35 35 35 35
Thailand -13 00 -09 05 -08 0.1 06 09 03 -01 -07 -08 -0 12 13
Turkey 34 07 18 -15 14 13 23 23 36 31 35 37 35 31 26
Ukraine 58 28 43 48 45 1.2 22 22 23 23 23 22 20 20 20
United Arab Emirates 06 53 9.0 84 19 -34 20 -16 -18 08 -17 06 02 03 05
Uruguay3 11 -09 27 23 -35 -36 -38 35 27 27 26 -32 -34 -36 -36
Venezuela 47 -82 -104 -113 -156 -107 -108 -230 299 298 -301 -300 296 299 —29.9
Average 21 09 09 14 24 44 48  -43 40 48 44 44 44 43 43
Asia 22 16 46 18 19 -33 -39 41 47 56 52 51 51 50 50
Europe 37 02 07 -15 14 27 29 -9 02 08 12 14 16 -16 -16
Latin America 28 26 28 31 48 6.8 62 56 49 48 42 41 38 36 34
MENAP 2.4 43 56 39 -5 -85 -95 57 34 44 37 38 37 36 -37
G20 Emerging 23 A1 A2 48 25 4.4 49 44 44 54 49 49 49 48 47

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions™ in text).
Note: For country-specific details, see “Data and Conventions” in text, and Table C. MENAP = Middle East, North Africa, and Pakistan.
1 Based on nominal GDP series prior to the recent revision; therefore, data in the tables are not comparable to the authorities” numbers.
2 The General Government overall balance in 2019 includes a one-off refund of tax arrears in 2019 of 2.4 percent of GDP.

3 Data correspond to the consolidated public sector (as presented in the authorities” budget documentation), which includes the nonfinancial public sector, local governments, Banco Central del Uruguay, and
Banco de Seguros del Estado. In particular, Uruguay is one of the few countries in the sample for which public debt includes the debt of the central bank which increases the reported number. Starting from

October 2018, the public pension system has been receiving transfers in the context of a new law that compensates persons affected by the creation of the mixed pension system (amounting to 1.3 percent of
GDP in 2018). These funds are recorded as revenues, consistent with IMF's methodology. Therefore, data and projections for 2018 — 2022 are affected by these transfers.
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Table A10. Emerging Market and Middle-Income Economies: General Government Primary Balance, 2010-24

(Percent of GDP)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Algeria 05 -13 53 05 74 -158 131 63 56 68 27 17 04 1.8 17
Angola 46 9.0 5.0 04 47 11 17 =30 6.9 52 55 54 5.0 45 42
Argentina 06 16 17 26 -35 —4.4 47 42 22 0.0 1.1 12 13 13 16
Azerbaijan 138 109 38 17 2.9 —4.4 07 -08 4.8 5.4 6.8 6.9 56 46 35
Belarus 35 17 17 0.0 1.1 13 03 16 43 03 05 2.0 17 15 16
Brazil 2.3 2.9 1.9 17 0.0 -19 25 18 17 18 10 -05 0.1 06 1.0
Chile -03 15 08 -04 13 19 24 23 12 14 10 06 -03 -0 0.1
China 0.1 0.4 02 -03 -04 22 29 30 38 49 43 41 41 -40  -38
Colombia 16  -0d 16 12 03 -0.8 0.7 03 05 0.1 16 1.8 14 13 17
Croatia -41 51 23 22 23 -0 2.1 35 25 18 18 16 17 18 1.9
Dominican Republic 09 10 42 42 05 2.4 01 -02 04 0.2 00 -0 0.0 0.0 01
Ecuador -0.8 05 02 -35 42 4.7 67 24 15 2.7 6.5 55 5.1 5.0 43
Egypt' 32 48 49 59 42 4.1 43 25  -04 1.0 17 19 2.1 2.0 2.0
Hungary 07 -7 1.8 16 12 15 15 05 0.1 0.1 0.1 0.1 0.0 0.1 0.1
India 44 40 32 24 26 -2.7 25 23 -18 19 -8 -8 A7 A7 7
Indonesia 0.0 05 -04 10 -09 12 -10  -09 00 -03 -03 03 -03 -03 04
Iran 26 07 -02 -08 -1 1.7 22 47 35 34 31 31 31 32 32
Kazakhstan 18 57 38 44 2.0 -59 -47 53 08 16 1.8 17 15 15 16
Kuwait 169 265 254 258 127 75 142 95 45 39 60 67 72 717  -80
Libya 125 172 286 51 -738 1310 -1133 430 -74 109 -149 202 255 263 274
Malaysia 29 20 21 22 09 -0.9 08 06 21 10 07 07 05 05 -04
Mexico -09 04 06 07 15 -1.0 06 3.0 1.8 15 14 15 15 13 1.2
Morocco 20 -44 47 25 21 14 18 -09 -13 12 09 08 -08 -08 -08
Oman 47 8.9 33 26 -21 -161 -216 -123 67 -87 58 -41 -46 50 49
Pakistan 17 29 42 -39 03 -05 -01 45 21 47 22 21 20 21 =20
Peru 12 3.0 3.0 17 07 12 13 19 10 06 0.0 06 05 05 05
Philippines 07 23 23 27 31 2.7 15 13 1.0 08 06 06 05 03 03
Poland 49 23 A1 A6 17 -0.9 -05 0.2 10 06 -5 45 15 15 15
Qatar 8.0 88 120 228 155 6.0 -39 -16 6.7 76 8.1 7.8 8.0 76 76
Romania 51 28 07 08 02 -0.1 11 A7 A5 24 27 27 28 26 23
Russia -3.1 17 07 08 07 -3.1 32 10 3.4 14 13 1.2 0.8 06 05
Saudi Arabia 47 16 117 52 42 179 202 -111 51 -80 55 68 61 56 53
South Africa 26 15 A7 14 13 -16 -07 09 07 11 09 07 06 04 02
Sri Lanka 15 13 09 06 20 22 -02 0.0 06 15 24 23 23 23 23
Thailand -07 08 -0 13 01 0.7 10 04 03 05 00 -01 -02 -03 04
Turkey 0.1 18 07 08 05 0.6 10 40 21 42 11 41 11 08 -06
Ukraine 41 08 24 23 12 3.0 19 16 12 15 11 1.1 13 11 11
United Arab Emirates 0.9 55 93 838 2.2 -32 19 45 45 05 14 03 0.1 06 08
Uruguay? 1.9 19 02 04  -06 0.0 -05 02 0.7 08 07 0.0 00 -03 -03
Venezuela 32 61 69 -81 119 90 101 -226 -299 298 301 -300 296 -29.9 299
Average -0.4 08 06 01 -08 -2.6 30 24 21 28 24 23 22 21 -2
Asia -08 03 04 -06 06 -2.0 -25 25 30 -39 34 33 33 32 -31
Europe -23 1.0 05 -03 -03 15 17  -08 13 03 0.1 01 01 01 -0
Latin America 05 0.9 03 00 12 23 23 15 11 09 02 0.2 0.4 06 0.9
MENAP 29 48 6.1 45  -09 -8.0 91 54 27 33 24 26 24 22 22
G20 Emerging 0.4 08 04 02 08 2.6 31 24 24 33 28 27 26 25 24

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions” in text).

Note: Primary balance is defined as the overall balance excluding net interest payments. For country-specific details, see “Data and Conventions” in text, and Table C.

and Pakistan.

1 Based on nominal GDP series prior to the recent revision; therefore, data in the tables are not comparable to the authorities’ numbers.
2 Data correspond to the consolidated public sector (as presented in the authorities’ budget documentation), which includes the nonfinancial public sector, local governments, Banco Central del Uruguay, and
Banco de Seguros del Estado. In particular, Uruguay is one of the few countries in the sample for which public debt includes the debt of the central bank which increases the reported number. Starting from

QOctober 2018, the public pension system has been receiving transfers in the context of a new law that compensates persons affected by the creation of the mixed pension system (amounting to 1.3 percent of
GDP in 2018). These funds are recorded as revenues, consistent with IMF's methodology. Therefore, data and projections for 2018 — 2022 are affected by these transfers.
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Table A11. Emerging Market and Middle-Income Economies: General Government Cyclically Adjusted Balance, 2010-24
(Percent of potential GDP)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Algeria -4.6 0.3 -2.8 2.0 -93 -184 157 -10.8 -81 -15.2 -8.0 -5.8 -1.7 3.0 6.0
Angola 43 5.1 1.1 -1.4 5.1 0.5 -1.9 -44 1.8 -0.5 -0.8 -0.3 0.0 0.1 0.1
Argentina -1.4 -3.8 =84l -3.8 =eL7 -6.4 -5.9 -6.7 =5 -0.1 1.0 0.6 0.4 0.0 -0.1
Azerbaijan
Belarus -4.1 -3.6 -0.2 -15 -0.8 =25 -0.2 0.3 2.3 -2.0 -1.8 -04 -0.6 -0.8 -0.7
Brazil =37 -4.0 -3.8 4.4 -69 101 -75 -6.5 5.6 -6.3 -6.3 -6.6 -6.4 6.2 -5.8
Chile! -1.9 -1.0 -04 -0.5 -05 0.5 -1.0 -2.0 =5 -1.6 -14 -1.2 -1.0 -0.8 -0.6
China -0.4 -0.1 -0.1 -0.5 -05 -25 -36 -39 -4.8 -6.1 -5.5 5.4 5.4 -5.3 -5.2
Colombia 2.7 -2.2 0.0 -1.2 -2.2 -3.7 2.4 -2.1 =5 -2.0 -05 -04 -0.7 -0.8 -04
Croatia -5.1 -6.8 -35 -3.2 -32 -2.0 -0.3 0.8 0.2 -0.2 0.0 0.1 0.2 0.3 0.4
Dominican Republic -3.2 -3.1 -6.3 -3.1 -2.9 -0.3 -3.0 -3.1 =2 -3.2 -34 -34 -3.4 -35 -34
Ecuador -1.1 -0.6 -17 -5.8 -6.4 -6.9 -7.7 -4.1 -1.3 0.7 438 42 39 3.8 3.0
Egypt? -8.6 -96 -100 -130 -114 -115 -121 107 -9.7 -8.6 -6.7 -5.2 4.2 -39 4.0
Hungary -3.1 -4.3 0.1 -0.2 -1.3 -1.1 -0.8 -2.0 -2.9 -2.6 -2.7 -24 -2.2 -2.0 -2.0
India -9.0 -8.6 =75 -6.8 -6.9 7.2 -7.3 -6.7 —6.6 -6.9 -6.7 6.5 -6.3 -6.2 -6.1
Indonesia -1.5 -1.0 -1.9 -2.5 -2.3 -2.7 -2.5 -24 -17 -1.8 -1.8 -1.8 -1.9 -1.9 -1.8
Iran
Kazakhstan
Kuwait
Libya
Malaysia 4.1 -2.9 -3.1 -3.0 24 2.8 2.7 2.6 —4.5 2.6 2.6 2.6 -2.5 -2.5 =25
Mexico =37 -3.3 -39 =37 -4.6 -4.3 -4.2 -2.7 -24 -2.5 -2.3 -2.2 -2.2 -2.3 -2.3
Morocco -4.3 6.9 7.7 -5.9 6.3 4.6 4.8 4.2 —4.1 -39 -34 -34 =37 4.0 —4.3
Oman
Pakistan
Peru? -0.1 1.2 1.3 0.1 -0.1 -1.6 -1.9 -2.1 -1.9 -1.7 -1.3 -0.9 -0.9 -1.0 -1.0
Philippines =2.5 0.0 -0.3 0.1 0.6 0.6 -0.4 -04 -1.0 =1.2 -14 —1.5 -1.6 -1.9 -1.9
Poland -7.0 -5.3 -35 -35 -3.2 24 2.2 -1.8 -1.6 2.4 -3.2 -3.1 -3.0 -2.9 -2.9
Qatar
Romania 5.7 -3.2 -1.3 -15 -0.8 -0.7 -2.1 -35 -3.8 -4.5 -4.6 -4.4 -4.3 -4.1 =37
Russia -2.9 15 0.2 -1.3 0.1 -3.0 -3.4 -1.1 2.8 0.9 0.7 0.3 -0.1 -0.3 -04
Saudi Arabia
South Africa 3.7 -3.7 4.2 4.2 -4.1 4.2 -3.8 -3.7 -3.7 -4.1 -39 -39 -4.1 -4.1 -4.0
Sri Lanka
Thailand -14 0.0 -0.7 0.3 -04 0.5 0.9 -0.7 -0.2 0.0 -0.7 -0.8 -1.0 -1.2 -1.3
Turkey 2.2 -1.6 -1.9 -2.3 -1.7 -1.6 -2.1 -3.6 -4.5 -1.9 -2.6 -32 -3.1 -2.9 24
Ukraine 2.7 -3.2 -4.5 -4.6 -3.3 1.9 -1.2 -1.5 -2.0 -2.2 -2.2 -2.2 -2.0 -2.0 -2.0
United Arab Emirates
Uruguay?® -2.1 2.1 -3.6 =33 -44 -3.6 -3.6 =818 =25 =25 -2.5 =84l =33 -3.6 -3.6
Venezuela
Average -2.8 -2.0 -1.9 2.2 -24 =347 -4.1 -4.0 -4.0 -4.8 -44 -44 -4.4 -4.3 -4.2
Asia 2.2 -1.6 -14 -15 =i -3.0 -39 4.1 4.7 5.7 -5.2 5.1 5.1 -5.0 -5.0
Europe =345 -0.9 -1.0 -1.9 -1.0 2.2 -2.5 -1.9 -0.3 -0.9 -1.3 -1.6 -1.8 -1.8 1.7
Latin America -3.1 =13 -3.1 -3.6 -5.0 -6.5 5.5 4.8 -3.6 -3.6 —3.2 -33 -33 —3.2 -3.1
MENAP -6.6 -6.4 =7.7 -7.7 -99 119 -116 -9.3 -7.9 -9.4 -6.3 -5.0 -3.4 -2.3 -1.8
G20 Emerging -2.6 -1.8 -1.8 =22 2.3 -39 -4.3 4.2 4.2 =51 4.8 4.8 4.8 4.7 4.6

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions™ in text).
Note: For country-specific details, see “Data and Conventions” in text, and Table C. MENAP = Middle East, North Africa, and Pakistan.

1 Data for these countries include adjustments beyond the output cycle.

2 Based on nominal GDP series prior to the recent revision; therefore, data in the tables are not comparable to the authorities’ numbers.

3 Data correspond to the consolidated public sector (as presented in the authorities” budget documentation), which includes the nonfinancial public sector, local governments, Banco Central del Uruguay, and
Banco de Seguros del Estado. In particular, Uruguay is one of the few countries in the sample for which public debt includes the debt of the central bank which increases the reported number. Starting from
October 2018, the public pension system has been receiving transfers in the context of a new law that compensates persons affected by the creation of the mixed pension system (amounting to 1.3 percent of
GDP in 2018). These funds are recorded as revenues, consistent with IMF's methodology. Therefore, data and projections for 201822 are affected by these transfers.
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Table A12. Emerging Market and Middle-Income Economies: General Government Cyclically Adjusted Primary Balance, 2010-24
(Percent of potential GDP)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Algeria -5.2 -1.7 -4.2 2.0 -95 -192 157 -104 -8.6 -155 -8.2 -5.9 -1.8 3.1 5.8
Angola 5.4 6.1 2.0 -0.6 4.1 2.0 0.5 -14 6.6 49 5.1 5.3 5.1 47 4.4
Argentina -0.6 -2.6 -1.8 -3.2 -2.9 -4.8 -4.1 -4.2 -0.6 2.5 34 3.0 2.7 2.2 2.0
Azerbaijan
Belarus =345 -2.5 1.2 -0.5 0.2 -0.8 1.7 2.2 43 0.2 04 1.8 1.6 1.5 1.5
Brazil 15 17 0.8 0.5 -1.2 -1.8 -1.2 -0.6 -0.6 -0.9 -0.5 -0.2 0.2 0.6 1.0
Chile! -1.9 -0.9 -0.3 -0.4 -04 0.7 -0.7 -1.6 -1.1 -1.2 -0.9 -0.6 -0.4 -0.2 0.0
China 0.0 04 04 0.0 0.1 -1.9 -2.8 -3.0 -3.8 -5.0 -4.3 4.2 -4.1 -39 -3.8
Colombia -1.0 -0.3 1.5 1.0 -0.2 1.1 0.7 0.7 1.2 0.7 2.0 2.0 1.6 1.4 1.7
Croatia -3.0 -4.1 -0.6 -0.3 -04 1.0 2.5 34 2.3 1.6 1.6 1.6 1.7 1.8 1.9
Dominican Republic -1.4 1.1 =319 -0.9 -05 2.3 -0.1 -0.1 0.2 0.1 0.0 -0.1 0.0 0.0 0.1
Ecuador -0.5 0.1 -1.0 -4.8 -5.3 5.4 -6.1 -2.0 1.2 3.3 74 6.6 6.1 5.8 5.0
Egypt? 4.1 4.7 -4.9 -6.1 -44 4.7 4.0 2.9 -0.7 0.9 1.5 1.7 1.8 1.8 1.8
Hungary 0.6 -0.6 41 3.8 24 2.2 2.2 0.7 -0.5 -0.7 -0.6 -0.5 -0.3 -0.1 0.0
India 4.7 4.2 -3.1 -2.3 24 2.7 2.7 -2.0 -1.8 -1.9 —1.9 -1.8 -1.7 -1.7 -1.7
Indonesia -0.1 0.2 -0.7 -1.3 -1.1 -1.3 -1.0 -0.8 0.0 -0.2 -0.3 -0.3 -0.3 -0.4 -0.4
Iran
Kazakhstan
Kuwait
Libya
Malaysia 2.7 =13 -2.1 -1.7 -0.7 1.1 -0.8 -0.7 -2.9 -0.6 -0.7 -0.7 -0.5 -05 -04
Mexico -0.6 -04 -0.8 -0.6 -1.5 -1.3 -0.9 1.4 17 15 1.5 1.6 15 1.4 1.2
Morocco -2.0 4.7 5.2 -3.3 -3.6 -1.9 2.2 -1.7 -1.6 -15 -1.0 -1.2 -15 -1.7 -2.1
Oman
Pakistan
Peru? 1.0 2.2 2.3 11 0.8 -0.6 -0.9 -11 -0.8 -0.4 0.1 0.6 0.5 04 04
Philippines 0.5 2.6 2.3 2.6 2.9 2.7 1.4 1.3 0.9 0.8 0.6 0.5 0.5 0.3 0.3
Poland -4.6 2.7 -0.9 -1.0 -1.2 -0.7 -0.5 -0.2 -0.1 -0.9 -1.6 -15 -1.3 -1.3 -1.2
Qatar
Romania -4.4 -1.8 04 0.1 0.6 0.5 -0.9 -24 24 -3.0 -3.1 -2.9 -2.8 -25 =21
Russia 2.7 17 0.5 -1.0 0.5 2.7 -3.0 -0.6 34 1.3 1.2 1.0 0.7 0.5 0.5
Saudi Arabia
South Africa -1.3 -1.2 -1.5 -1.3 -1.1 -1.0 -0.5 -0.3 0.0 -0.1 0.2 0.4 0.3 0.4 0.6
Sri Lanka
Thailand -0.8 0.9 0.2 1.1 0.3 1.1 1.3 -0.1 04 0.5 0.0 -0.1 -0.2 -0.3 -0.4
Turkey 1.1 0.9 0.6 0.0 0.3 0.3 -0.8 -2.2 -2.9 0.0 -0.3 -0.6 -0.7 -0.6 -04
Ukraine -1.2 -1.2 -2.6 -2.2 0.0 5.9 2.9 2.2 15 1.7 1.2 1.2 1.3 1.1 1.1
United Arab Emirates
Uruguay?® 0.9 0.8 -1.0 -0.5 -14 -0.1 -0.3 0.0 0.9 1.0 0.8 0.1 0.0 -0.2 -0.3
Venezuela
Average -0.9 -0.1 -0.2 -0.5 -0.6 -1.8 2.2 -1.9 -1.9 -2.6 -2.2 2.1 -2.1 -2.0 -1.9
Asia -0.9 -0.3 -0.2 -0.4 -0.3 -1.8 2.5 -25 -3.1 -39 -3.4 -33 -33 —3.2 -3.1
Europe -2.0 0.5 0.3 -0.6 0.2 -0.9 -1.3 -0.8 0.9 0.3 0.0 -0.1 -0.2 -0.2 -0.2
Latin America 0.4 0.5 0.1 -0.3 -14 -1.9 1.4 0.6 0.1 0.3 0.8 0.9 1.0 1.1 1.2
MENAP -4.0 =19 -4.8 -3.4 -5.6 -7.6 -6.4 4.7 =84l -4.0 -15 -0.8 0.2 1.3 1.8
G20 Emerging -0.6 0.1 -0.1 -0.5 -05 -1.9 2.4 —2.1 2.2 -3.0 -2.6 =25 =25 24 =23

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions™ in text).

Note: Cyclically adjusted primary balance is defined as the cyclically adjusted balance plus net interest payable/paid (interest expense minus interest revenue) following the World Economic Outlook convention.
For country-specific details, see “Data and Conventions” in text, and Table C. MENAP = Middle East, North Africa, and Pakistan.

1 Data for these countries include adjustments beyond the output cycle. For country-specific details, see “Data and Conventions” in text, and Table C.

2 Based on nominal GDP series prior to the recent revision; therefore, data in the tables are not comparable to the authorities’ numbers.

3 Data correspond to the consolidated public sector (as presented in the authorities” budget documentation), which includes the nonfinancial public sector, local governments, Banco Central del Uruguay, and
Banco de Seguros del Estado. In particular, Uruguay is one of the few countries in the sample for which public debt includes the debt of the central bank, which increases recorded public sector gross debt.
Starting from October 2018, the public pension system has been receiving transfers in the context of a new law that compensates persons affected by the creation of the mixed pension system (amounting to
1.3 percent of GDP in 2018). These funds are recorded as revenues, consistent with IMF's methodology. Therefore, data and projections for 2018—22 are affected by these transfers.
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Table A13. Emerging Market and Middle-Income Economies: General Government Revenue, 2010-24

(Percent of GDP)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Algeria 372 400 391 38 333 305 286 325 333 299 294 281 274 270 288
Angola 428 455 413 367 307 241 175 175 221 190 198 198 195 191 188
Argentina 3.9 322 338 343 346 354 349 345 338 348 353 349 348 344 344
Azerbaijan 458 446 403 394 391 339 343 343 382 389 378 373 360 340 327
Belarus 401 375 393 398 389 388 390 387 399 376 369 367 367 367 367
Brazil 31 351 347 345 327 284 309 308 313 310 309 308 309 309 308
Chile 230 242 238 226 223 228 226 228 237 236 236 235 234 233 232
China 246 269 278 277 281 285 282 283 292 287 290 287 284 281 279
Colombia 262 268 283 280 276 263 252 254 252 261 262 260 256 254 255
Croatia 411 409 417 427 426 444 461 467 476 469 466 467 465 465 462
Dominican Republic 131 129 136 142 146 174 146 149 151 152 152 151 152 151 151
Ecuador 333 393 393 392 384 336 303 320 363 352 383 355 348 347 3438
Egypt! 239 209 208 217 244 220 203 218 206 202 197 198 199 198 1938
Hungary 448 440 461 467 468 481 451 447 451 447 441 430 426 423 4241
India 188 193 198 196 191 199 202 198 206 204 204 204 205 205 205
Indonesia 156 170 172 169 165 149 143 141 149 149 150 150 151 151 150
Iran 210 189 139 135 143 161 173 175 142 134 136 136 135 134 134
Kazakhstan 239 270 263 248 237 166 161 203 204 212 217 215 214 216 217
Kuwait 707 723 712 723 666 600 541 584 584 599 582 585 576 562 550
Libya 704 424 742 830 693 512 317 518 703 814 753 679 623 568  50.2
Malaysia 206 239 258 246 237 225 204 194 193 200 178 176 176 175 175
Mexico 237 244 245 241 234 235 246 247 234 219 217 216 207 217 217
Morocco 268 272 280 278 280 265 260 266 261 260 261 263 266 267 269
Oman 405 487 487 495 463 349 297 317 352 334 346 359 350 341 336
Pakistan 143 126 130 135 152 145 155 155 153 149 146 146 147 147 147
Peru 211 218 224 223 224 203 188 183 195 196 199 201 202 202 202
Philippines 168 176 186 188 190 194 191 196 200 202 202 203 203 204 206
Poland 385 391 391 385 387 390 389 397 410 408 402 399 397 396 395
Qatar 374 358 415 499 477 468 348 305 347 359 349 341 332 325 318
Romania 319 325 325 35 321 328 289 280 293 300 302 304 305 304 300
Russia 323 347 345 335 339 319 328 333 359 340 337 334 333 332 332
Saudi Arabia 374 444 452 M2 367 250 215 241 305 313 325 306 301 295 290
South Africa 264 268 269 273 276 282 286 283 291 295 297 297 297 297 297
Sri Lanka 130 136 122 120 116 133 142 138 135 152 161 161 161 161  16.1
Thailand 207 214 213 222 214 223 219 210 214 215 215 215 215 215 215
Turkey 328 327 326 328 319 322 328 35 312 309 306 304 307 309 311
Ukraine 434 429 447 433 403 419 383 393 416 406 396 393 393 390 383
United Arab Emirates 328 35 381 387 350 290 289 288 284 305 289 286 284 280 274
Uruguay? 294 283 278 295 288 288 293 298 310 309 306 299 298 296 295
Venezuela 264 311 298 284 346 197 143 147 7.7 5.9 5.6 5.7 5.8 5.8 6.2
Average 277 289 294 291 285 272 268 270 279 275 275 272 271 269 267
Asia 224 243 253 253 255 260 256 255 265 261 263 260 259 257 255
Europe 342 353 352 345 344 333 337 338 355 347 343 340 340 340 339
Latin America 304 307 305 302 294 268 273 279 275 274 272 274 271 2714 27
MENAP 326 338 362 354 326 265 241 256 276 278 276 269 266 261 258
G20 Emerging 270 286 290 286 282 273 272 272 282 276 277 274 272 270 269

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text, and Table C. MENAP = Middle East, North Africa, and Pakistan.
1 Based on nominal GDP series prior to the recent revision; therefore, data in the tables are not comparable to the authorities’ numbers.
2 Data correspond to the consolidated public sector (as presented in the authorities’ budget documentation), which includes the nonfinancial public sector, local governments, Banco Central del Uruguay, and Banco
de Seguros del Estado. In particular, Uruguay is one of the few countries in the sample for which public debt includes the debt of the central bank which increases the reported number. Starting from October 2018, the
public pension system has been receiving transfers in the context of a new law that compensates persons affected by the creation of the mixed pension system (amounting to 1.3 percent of GDP in 2018). These funds

are recorded as revenues, consistent with IMF's methodology. Therefore, data and projections for 2018 — 2022 are affected by these transfers.
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Table A14. Emerging Market and Middle-Income Economies: General Government Expenditure, 2010-24
(Percent of GDP)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Algeria 37.3 40.1 43.5 36.2 40.6 45.8 41.6 39.2 38.5 36.4 32.0 29.7 27.6 25.3 26.9
Angola 39.4 374 37.2 37.0 36.5 271 22.0 23.8 19.7 18.9 20.0 19.9 19.7 19.4 19.1
Argentina 33.4 34.9 36.8 37.6 38.9 414 415 41.2 39.0 37.5 36.8 36.3 35.9 35.3 35.0
Azerbaijan 32.0 33.7 36.6 37.8 36.4 38.7 35.4 35.7 34.2 34.4 31.9 31.3 31.2 30.1 29.7
Belarus 44.3 40.3 38.9 40.8 38.8 41.8 40.7 39.0 37.6 39.5 38.6 37.0 37.2 37.4 37.4
Brazil 38.8 37.6 37.2 37.4 38.0 38.6 39.9 38.7 38.1 38.3 37.8 37.8 37.4 37.1 36.7
Chile 23.3 22.8 23.1 23.1 23.8 24.9 25.3 25.4 25.2 25.5 25.1 24.6 24.3 241 23.7
China 25.0 27.0 28.1 28.5 29.0 31.3 31.9 32.2 34.0 34.8 34.5 34.1 33.8 33.5 33.1
Colombia 29.5 28.8 28.2 28.9 29.4 29.7 27.6 28.0 27.4 28.7 27.2 26.8 26.5 26.3 25.9
Croatia 47.3 48.7 47.0 48.0 48.0 47.8 46.9 45.8 47.2 46.9 46.5 46.6 46.3 46.2 45.8
Dominican Republic 15.8 15.9 20.1 17.7 17.5 17.6 17.4 18.1 18.0 18.3 18.5 18.5 18.5 18.6 18.5
Ecuador 34.7 39.5 40.3 437 43.6 39.7 38.6 36.6 37.2 35.2 34.6 32.6 32.0 31.8 32.6
Egypt! 31.4 30.5 30.8 34.6 35.7 33.0 32.7 32.2 30.1 28.8 26.2 24.8 23.8 23.5 23.6
Hungary 49.2 49.4 48.5 49.3 49.4 50.0 46.8 46.9 47.4 46.7 46.0 44.8 44.4 441 441
India 27.4 27.6 27.4 26.6 26.2 271 27.3 26.8 27.3 27.2 27.0 26.9 26.7 26.7 26.6
Indonesia 16.9 17.7 18.8 19.1 18.6 17.5 16.8 16.6 16.6 16.7 16.8 16.9 16.9 16.9 16.9
Iran 18.4 18.3 14.3 14.4 15.4 17.9 19!5 19.3 18.0 17.4 17.7 18.0 18.4 18.7 19.0
Kazakhstan 22.5 212 21.9 19.8 213 22.9 21.5 247 19.8 19.8 20.0 19.9 20.0 20.1 20.2
Kuwait 447 39.1 38.8 38.1 443 54.4 53.8 51.8 47.0 50.4 50.6 51.2 51.4 51.0 50.5
Libya 57.9 59.7 457 881 1431 1822 1451 94.8 7.7 92.3 90.2 88.1 87.8 83.1 774
Malaysia 27.0 27.5 28.9 28.2 26.3 25.1 23.0 21.9 23.0 23.0 20.3 20.2 20.1 20.0 20.0
Mexico 27.7 21.7 28.2 27.8 28.0 27.5 27.4 25.7 25.8 24.4 241 23.9 24.0 24.0 24.0
Morocco 31.1 33.8 35.2 32.9 32.9 30.7 30.5 30.0 29.8 29.7 29.4 29.3 29.5 29.7 29.9
Oman 34.8 39.3 441 449 47.4 50.9 50.8 44.6 42.9 433 41.6 41.5 416 4.7 41.5
Pakistan 20.3 19.3 21.7 21.8 20.1 19.8 19.9 21.3 21.8 22.2 233 22.6 22.5 22.3 22.4
Peru 21.0 19.8 20.3 21.6 22.6 22.4 211 212 21.6 21.5 213 21.0 211 211 211
Philippines 19.2 17.9 18.9 18.7 18.1 18.8 19.5 19.9 21.0 21.4 21.6 21.8 22.0 22.3 22.5
Poland 45.8 43.9 42.9 42.6 424 an7 411 411 41.6 43.0 432 43.0 429 42.8 42.6
Qatar 30.6 28.5 31.0 28.3 33.4 42.3 40.1 33.5 29.4 29.8 28.3 27.7 26.5 26.1 25.3
Romania 38.3 36.7 35.0 34.0 33.8 34.2 31.2 30.8 32.2 33.8 34.3 34.5 34.7 34.6 33.9
Russia 35.5 33.3 34.1 34.7 35.0 35.3 36.4 34.7 33.1 33.1 33.0 33.0 33.3 33.5 33.5
Saudi Arabia 33.0 32.8 33.2 35.5 40.2 40.8 38.7 33.3 35.1 39.2 38.1 37.8 36.9 36.0 35.4
South Africa 314 30.9 31.4 31.6 31.9 32.9 32.7 32.6 33.6 34.6 34.7 34.6 34.6 34.6 34.6
Sri Lanka 20.0 19.9 17.8 17.2 17.9 20.4 19.6 19.3 18.8 19.8 19.7 19.7 19.7 19.6 19.6
Thailand 22.0 211 22.2 21.6 22.2 22.2 21.4 22.0 21.6 21.6 22.2 22.3 22.5 22.7 22.8
Turkey 36.2 334 34.4 34.2 33.3 33.4 35.1 33.8 34.8 34.0 341 341 34.2 34.0 33.7
Ukraine 49.2 45.7 49.0 48.1 44.8 43.0 40.6 41.5 43.8 429 41.9 41.5 413 41.0 40.3
United Arab Emirates 32.2 31.2 29.1 30.3 33.1 32.4 30.9 30.4 30.2 31.4 30.6 29.2 28.5 21.7 26.9
Uruguay? 30.5 29.2 30.5 31.8 32.3 32.3 33.2 33.3 33.7 33.6 33.2 33.1 33.2 33.2 33.1
Venezuela 311 39.4 40.3 39.7 50.1 30.3 25.2 37.7 37.7 35.7 35.7 35.7 35.4 35.7 36.0
Average 29.8 29.9 30.4 30.5 30.9 31.5 31.5 31.3 31.9 32.3 32.0 31.6 31.5 31.2 31.0

Asia 24.6 26.0 26.9 271 27.4 29.3 29.6 29.6 31.2 31.7 31.5 31.1 31.0 30.7 30.5

Europe 37.9 35.6 35.9 35.9 35.8 36.0 36.5 35.7 35.3 35.6 35.5 35.4 35.6 35.6 35.4

Latin America 33.2 33.3 33.4 33.4 34.2 33.6 33.5 33.4 32.3 31.9 31.4 31.2 31.0 30.7 30.5

MENAP 30.2 29.5 30.6 31.5 34.1 35.0 33.6 31.3 31.0 32.2 31.3 30.8 30.2 29.7 29.5

G20 Emerging 29.3 29.7 30.2 30.4 30.7 31.7 32.1 31.7 32.5 32.9 32.7 32.3 32.1 31.9 31.6

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions™ in text).
Note: For country-specific details, see “Data and Conventions” in text, and Table C. MENAP = Middle East, North Africa, and Pakistan.
T Based on nominal GDP series prior to the recent revision; therefore, data in the tables are not comparable to the authorities’ numbers.

2 Data correspond to the consolidated public sector (as presented in the authorities” budget documentation), which includes the nonfinancial public sector, local governments, Banco Central del Uruguay, and
Banco de Seguros del Estado.
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Table A15. Emerging Market and Middle-Income Economies: General Government Gross Debt, 2010-24
(Percent of GDP)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Algeria 10.5 93 9.3 7.6 7.7 8.7 20.4 27.5 36.9 46.9 48.9 49.4 47.4 43.0 433
Angola 37.2 29.6 26.7 33.1 39.8 57.1 75.7 68.5 88.1 90.5 82.8 79.7 75.4 70.9 66.1
Argentina 43.5 38.9 40.4 43.5 447 52.6 53.1 57.1 86.3 75.9 69.0 65.1 62.8 60.7 59.5
Azerbaijan 5.0 5.0 5.8 6.2 8.5 18.0 20.6 22.6 19.4 17.6 15.0 12.7 1.1 9.6 8.3
Belarus 36.8 58.2 36.9 36.9 38.8 53.0 53.5 53.2 47.8 51.1 51.9 50.4 50.4 50.7 51.2
Brazil' 63.1 61.2 62.2 60.2 62.3 72.6 78.3 84.1 87.9 90.4 92.4 941 95.6 96.5 97.6
Chile 8.6 111 11.9 12.7 15.0 17.3 21.0 23.5 25.6 27.2 28.1 28.7 28.8 28.7 28.3
China 33.7 33.6 34.3 37.0 39.9 411 442 46.8 50.5 55.4 59.5 63.2 66.7 69.7 72.4
Colombia 36.6 35.8 34.0 37.6 43.3 50.4 49.8 49.8 50.5 49.2 47.3 451 432 414 39.2
Croatia 58.1 65.0 70.6 81.6 85.7 85.3 82.3 717 73.9 70.7 67.8 65.0 62.3 59.6 57.4
Dominican Republic 27.9 29.6 33.5 38.9 37.8 37.0 38.6 40.8 416 419 42.0 423 425 42.9 432
Ecuador? 17.7 16.8 17.5 20.0 271 33.8 432 44.6 46.1 49.2 46.8 45.2 40.8 36.6 33.4
Egypt® 69.6 72.8 73.8 84.0 85.1 88.5 96.8  103.2 92.6 86.9 84.6 81.3 79.3 75.5 72.8
Hungary 80.2 80.5 78.4 7741 76.6 76.6 75.9 73.3 69.4 66.6 65.0 63.5 62.2 61.0 59.9
India 67.5 69.6 69.1 68.5 67.8 69.9 69.0 69.8 69.8 69.0 67.8 66.5 65.3 64.2 63.1
Indonesia 24.5 23.1 23.0 24.8 247 27.5 28.3 28.9 29.2 29.3 29.0 29.0 29.0 28.8 28.5
Iran 1.7 8.9 12.1 10.7 11.8 38.4 47.5 39.5 33.2 30.0 27.3 25.7 25.1 25.4 24.5
Kazakhstan 10.7 10.2 12.1 12.6 14.5 21.9 19.7 20.3 21.9 20.9 20.0 19.2 18.5 17.7 16.8
Kuwait 6.2 4.6 3.6 3.1 3.4 47 10.0 20.7 14.8 17.8 21.0 26.2 31.1 347 38.4
Libya
Malaysia 51.9 52.6 54.6 56.4 56.2 57.9 56.6 55.2 56.2 56.3 55.8 55.2 54.6 53.9 53.2
Mexico 42.0 42.9 427 45.9 48.9 52.8 56.8 54.0 53.6 54.1 54.5 54.5 54.5 54.4 54.3
Morocco 49.0 52.5 56.5 61.7 63.3 63.7 64.9 65.1 65.2 65.1 64.3 63.1 62.0 60.9 60.0
Oman 5.8 5.2 4.9 5.0 4.9 15.5 32.5 46.9 50.9 61.3 63.1 64.5 66.9 70.5 73.3
Pakistan 60.6 58.9 63.2 63.9 63.5 63.3 67.6 67.0 721 77.0 79.1 81.0 82.6 84.1 85.6
Peru 25.4 23.0 21.2 20.0 20.7 24.0 24.5 25.4 26.8 27.2 27.0 26.4 25.9 25.5 25.0
Philippines 49.7 47.5 47.9 45.7 421 415 39.0 39.9 39.6 39.1 38.5 37.9 37.3 36.9 36.4
Poland 53.1 54.1 53.7 55.7 50.4 51.3 54.2 50.6 48.4 47.5 48.2 49.1 49.9 50.5 51.2
Qatar 29.1 33.5 32.1 30.9 249 35.5 46.7 49.8 48.4 52.7 45.9 40.6 37.1 33.3 29.4
Romania 30.9 34.2 37.8 39.0 40.5 39.4 38.9 36.9 36.6 38.0 39.7 415 433 45.0 46.2
Russia 10.9 11.2 11.9 13.1 16.1 16.4 16.1 15.5 14.0 13.8 13.9 141 14.7 15.9 16.9
Saudi Arabia 8.4 5.4 3.0 2.1 1.6 5.8 13.1 17.2 19.1 23.7 254 27.6 28.1 324 37.5
South Africa 347 38.2 41.0 441 47.0 49.3 51.5 53.0 56.7 57.8 59.8 61.8 63.5 65.1 66.5
Sri Lanka 71.6 711 69.6 7.8 722 78.5 79.6 79.1 84.1 83.0 80.6 78.3 75.9 73.8 71.6
Thailand 39.8 39.1 419 422 43.3 42.6 41.8 41.9 421 415 41.8 42.3 42.8 43.1 43.5
Turkey 40.1 36.5 32.7 31.4 28.8 27.6 28.3 28.3 29.1 29.9 28.3 28.1 28.1 27.6 26.7
Ukraine 40.6 36.9 37.5 40.5 70.3 79.5 81.2 71.9 63.9 62.0 57.9 53.8 49.8 46.2 437
United Arab Emirates 21.9 17.4 17.0 15.8 15.5 18.7 20.2 19.7 18.7 19.2 19.0 18.7 18.4 18.1 17.8
Uruguay* 59.4 58.1 58.0 60.2 61.4 64.6 61.6 65.7 70.0 7.3 71.0 7.2 71.5 71.6 7.3
Venezuela 36.5 50.6 58.1 72.2 63.5 31.7 30.3 331 1756 2144 2282 2475 2616 2748 2728
Average 38.3 37.5 37.5 38.7 40.8 43.9 46.8 48.5 50.8 53.4 55.1 56.8 58.4 59.8 61.2

Asia 40.4 39.8 39.8 415 43.6 44.8 47.2 49.4 52.0 55.5 58.2 60.7 63.1 65.0 66.8

Europe 28.3 27.0 25.7 26.6 28.7 31.0 31.9 30.2 29.4 29.6 29.4 29.6 30.0 30.5 30.5

Latin America 48.7 48.7 48.8 49.5 91.5 55.1 58.8 62.6 69.5 70.0 70.0 70.0 70.0 69.7 69.5

MENAP 24.0 21.6 22.8 23.5 23.6 33.3 40.7 40.0 38.6 412 41.4 416 415 422 432

G20 Emerging 39.1 38.0 37.6 38.7 411 44.0 46.8 49.0 51.5 54.6 56.9 59.0 61.1 63.0 64.8

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text, and Table C. MENAP = Middle East, North Africa, and Pakistan.
1 Gross debt refers to the nonfinancial public sector, excluding Eletrobras and Petrobras, and includes sovereign debt held on the balance sheet of the central bank.

2 |n late 2016, the authorities changed the definition of debt to a consolidated basis, which in 2016 was 11.5 percent of GDP lower than the previous aggregate definition. Both the historic and projected
numbers are now presented on a consolidated basis.

3 Based on nominal GDP series prior to the recent revision; therefore, data in the tables are not comparable to the authorities” numbers.

4 Data correspond to the consolidated public sector (as presented in the authorities’ budget documentation), which includes the nonfinancial public sector, local governments, Banco Central del Uruguay, and Banco
de Seguros del Estado. In particular, Uruguay is one of the few countries in the sample for which public debt includes the debt of the central bank, which increases recorded public sector gross debt.
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Table A16. Emerging Market and Middle-Income Economies: General Government Net Debt, 2010-24
(Percent of GDP)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Algeria -337 311 290 -295 2138 7.6 13.3 21.8 31.7 415 437 441 42.0 37.7 37.7
Angola
Argentina
Azerbaijan
Belarus
Brazil 38.0 345 322 30.5 32.6 35.6 46.2 51.6 54.1 56.2 58.7 60.9 62.8 64.2 65.7
Chile -7.0 -8.6 6.8 5.6 -44 -34 0.9 44 6.1 8.3 10.0 11.2 12.0 12.6 12.8
China
Colombia 28.5 27.2 24.8 26.9 32.9 421 38.6 39.0 40.6 40.8 39.6 38.1 36.8 35.6 33.9
Croatia 45.8 541 59.1 66.5 70.9 72.3 70.5 65.9 e s e e s e e
Dominican Republic 20.8 22.5 27.5 31.2 30.4 29.2 30.1 31.8 32.1 32.2 321 325 32.8 33.3 33.8
Ecuador
Egypt! 57.1 61.3 63.5 73.7 7741 78.8 88.2 93.9 81.3 77.6 76.7 744 73.2 73.0 70.6
Hungary 72.5 72.4 70.7 70.9 70.4 71.3 68.8 66.2 62.3 59.5 57.9 56.4 55.1 53.9 52.8
India
Indonesia 19.7 17.8 18.6 20.6 20.4 22.5 23.8 24.8 25.4 25.8 25.8 26.1 26.3 26.3 26.2
Iran 1.9 -2.5 1.3 -5.6 -5.6 21.7 34.5 28.8 27.2 27.6 26.7 25.3 24.8 25.1 243
Kazakhstan -102 -127 -159 -176 -192 -309 -238 -162 -173 -176 -179 -182 -183 -181 -18.0
Kuwait
Libya
Malaysia
Mexico 36.0 37.2 37.2 40.0 42.6 46.5 48.7 45.8 45.0 45.6 45.9 46.0 46.0 45.9 45.8
Morocco 48.5 52.1 56.0 61.2 62.8 63.1 64.4 64.7 64.9 64.9 64.0 62.8 61.7 60.6 59.8
Oman -301 297 291 439 441 431 -285 108 0.9 10.8 17.0 21.7 27.5 341 40.6
Pakistan 56.5 55.8 59.2 60.1 58.0 58.2 61.3 61.4 67.2 72.7 75.3 71.7 79.6 81.4 83.2
Peru 10.2 6.1 2.8 1.5 2.7 5.3 6.9 8.7 10.4 11.6 12.3 12.4 12.6 12.8 13.0
Philippines .
Poland 47.3 48.3 47.9 50.9 447 46.6 48.0 445 43.6 42.8 435 444 451 45.8 46.5
Qatar .
Romania 22.9 27.4 29.0 29.6 29.7 29.7 277 28.3 28.3 29.8 31.6 33.5 355 37.2 38.5
Russia
Saudi Arabia =377 -37.7 477 =509 471 =359 174 =77 -0.1 8.8 14.2 21.0 27.0 324 37.5
South Africa 28.5 3.3 34.8 38.2 40.8 441 45.2 46.8 50.3 53.3 55.9 58.1 60.0 61.7 63.3
Sri Lanka
Thailand .
Turkey 34.9 311 27.5 25.9 23.8 23.0 234 22.3 24.9 25.8 241 23.9 24.0 23.6 22.8
Ukraine
United Arab Emirates
Uruguay? 31.1 28.8 25.9 24.2 23.0 25.8 29.9 32.3 36.2 38.1 38.4 38.8 39.3 39.7 39.6
Venezuela .
Average 25.9 23.9 224 22.6 23.9 28.3 34.2 35.6 36.4 38.6 39.6 40.5 41.4 42.1 42.6
Asia
Europe 36.5 34.8 32.0 31.6 29.7 28.8 31.1 30.1 30.3 30.9 30.4 30.5 30.9 31.0 30.9
Latin America 33.0 311 29.3 29.3 31.9 35.2 40.7 43.0 43.7 45.3 46.6 47.6 48.4 48.9 49.4
MENAP 0.9 -1.2 =82 -4.0 -0.7 14.6 28.2 28.9 30.8 36.2 38.9 41.2 43.5 45.6 47.5
G20 Emerging 271 24.7 21.8 21.7 23.2 26.2 32.1 35.0 36.4 39.0 40.3 41.7 43.0 44.0 449

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions™ in text).
Note: For country-specific details, see “Data and Conventions” in text, and Table C. MENAP = Middle East, North Africa, and Pakistan.
T Based on nominal GDP series prior to the recent revision; therefore, data in the tables are not comparable to the authorities” numbers.

2 Data correspond to the consolidated public sector (as presented in the authorities” budget documentation), which includes the nonfinancial public sector, local governments, Banco Central del Uruguay, and
Banco de Seguros del Estado. In particular, Uruguay is one of the few countries in the sample for which public debt includes the debt of the central bank, which increases recorded public sector gross debt.
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Table A17. Low-Income Developing Countries: General Government Overall Balance, 2010-24

(Percent of GDP)
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Bangladesh 2.7 -3.6 -3.0 -3.4 -3.1 -4.0 -3.4 -33 -4.1 4.2 -3.7 -35 -35 -34 -33
Benin -0.4 -1.3 -0.3 -1.9 -2.3 -7.6 -5.9 -5.8 -4.7 2.7 -1.8 -14 -1.1 -0.8 -0.7
Burkina Faso -4.6 -23 -3.1 -4.0 -2.0 -24 -3.6 -7.9 4.7 -3.0 -3.0 -3.0 -3.0 -3.0 -3.0
Cambodia -3.8 -4.7 -4.5 -2.6 -1.6 -13 -14 -1.1 -2.0 -2.0 -2.6 -2.9 -3.2 -39 -3.7
Cameroon -1.0 24 -14 =37 4.2 4.4 -6.1 -4.9 2.7 2.2 1.7 —1.5 -1.6 —1.5 —1.5
Chad -4.2 24 0.5 -2.1 4.2 -4.4 -2.0 -0.1 1.4 -0.2 15 1.4 2.2 29 3.0
Congo, Democratic Republic -0.9 -0.9 2.0 2.0 0.1 -0.2 -1.0 -15 -0.5 -0.5 -0.5 -0.5 -0.7 -0.8 -0.5
of the
Congo, Republic of 16.6 17.0 9.4 -36 -136 -248 -204 -7.5 5.4 7.2 9.6 6.7 7.0 6.3 5.9
Cote d’Ivoire -1.8 -4.0 -3.1 2.2 -2.2 -2.8 -4.0 -4.5 -4.0 -3.0 -3.0 -2.9 -2.9 -29 -2.9
Ethiopia -1.3 -1.6 -1.2 -1.9 -2.6 -1.9 -2.3 -3.3 -3.0 -3.0 -3.0 -2.9 -2.8 =27 -25
Ghana =13 =59 -8.4 -9.1 -8.0 —4.1 -6.9 4.1 -7.0 5.6 -44 —4.1 4.0 =312 -2.8
Guinea -9.6 -0.9 -25 -39 -3.2 -6.9 -0.1 -2.0 -2.0 -2.3 -1.7 -0.9 -1.0 -1.0 -1.0
Haiti 2.7 -2.5 -4.8 7.2 -6.4 -2.6 -0.1 -0.5 -2.3 -2.4 -1.8 -1.7 -1.7 -1.7 -1.7
Honduras -34 -2.9 -35 -5.7 -2.9 -0.8 -0.4 -0.4 0.3 0.6 -0.1 0.1 0.1 0.0 0.0
Kenya -4.4 4.1 -5.0 -5.7 7.4 -8.1 -8.3 -7.8 -7.3 -5.2 -4.0 -3.2 -3.0 -3.0 -3.0
Kyrgyz Republic -5.9 4.7 -5.9 =37 -3.4 2.7 -6.4 -4.6 -1.3 =33 -3.0 -3.0 -3.0 -3.0 -3.0
Lao PD.R. -2.8 -15 -0.4 -4.8 -39 -23 -4.6 -5.6 -4.6 -4.8 -5.0 -4.9 -4.9 -4.9 -4.9
Madagascar -0.9 -2.4 -2.6 -4.0 -2.3 -3.3 -1.3 -2.4 2.2 -25 4.1 -5.0 -4.9 -4.5 -39
Mali -2.6 -34 -1.0 2.4 -2.9 -1.8 -39 -2.9 4.7 -3.0 —3.0 -3.0 -3.0 —3.0 -3.0
Moldova -2.2 -2.0 -1.9 -1.6 -1.6 -1.9 -1.8 -0.8 -1.0 -3.8 -35 -2.9 -2.6 -25 -25
Mozambique -3.8 4.8 -39 2.7 -107 7.2 -6.3 -3.4 -5.3 5.4 -6.0 -5.6 =57 -3.6 2.2
Myanmar -5.5 -35 1.7 -16 -1.1 -4.3 -25 =27 -25 -35 -3.8 -4.0 -4.0 -3.8 -3.7
Nepal -0.8 -0.8 -1.3 1.8 15 0.7 1.4 -3.1 -6.5 -5.0 -5.0 -1.9 -1.6 -1.2 -1.1
Nicaragua 0.1 0.2 -0.1 -0.7 -12 -14 -16 -1.6 -4.3 -34 -4.5 -4.6 -5.0 -5.5 -5.9
Niger 2.4 -15 -1.1 -2.6 -8.0 -9.0 -6.1 -5.7 -4.9 -4.5 -3.0 -2.8 -2.0 -1.9 -2.0
Nigeria 4.2 04 0.2 -2.3 -2.1 -35 -4.0 -54 4.5 -5.1 -4.6 4.5 -4.5 -4.5 -4.4
Papua New Guinea 3.1 22 -1.2 -6.9 -6.3 -4.8 -5.2 -2.7 -2.9 -25 -1.9 -1.3 -1.0 -1.0 -0.9
Rwanda -0.7 -0.9 -25 -1.3 -4.0 -2.8 -2.3 -25 -2.6 -3.2 -3.4 -34 -35 -3.6 -3.7
Senegal -39 -4.9 4.1 -4.3 -39 -3.7 -33 -29 -34 -3.0 -3.0 -3.0 -3.0 -3.0 -3.0
Somalia
Sudan 0.1 —2.3 74 -5.8 4.7 -3.8 4.4 —6.6 -85 -88 -104 -118 -139 -144 150
Tajikistan -3.0 -2.1 0.6 -0.9 -0.1 -2.0 -9.0 -6.0 -4.8 -4.7 -35 -3.7 -39 -4.5 -4.8
Tanzania -4.8 -3.6 -4.1 -3.8 -2.9 -3.2 -2.1 -1.2 -1.8 -2.6 -3.1 -34 -35 -3.6 -3.6
Timor-Leste -4.4 -4.7 6.7 -35 -134 170 351 187 173 227 288 229 -248 -202 1938
Uganda -5.7 2.7 -3.0 -4.0 4.7 -4.7 -4.8 -3.8 -4.8 -6.7 -84 -4.8 -4.7 -13 -25
Uzbekistan 3.2 7.3 7.9 35 32 1.4 1.9 2.1 3.1 0.9 0.1 0.0 -0.2 -0.5 -0.6
Vietnam -2.8 -1.1 -6.9 -74 -6.3 -5.5 -4.7 -4.8 -4.6 -4.5 -4.3 -4.3 -4.3 -4.3 -4.5
Yemen -4.1 -4.5 -6.3 -6.9 —4.1 -8.7 -84 -4.9 -4.4 -5.1 -5.5 -3.2 2.4 -1.2 -0.1
Zambia -2.4 -1.8 -2.8 -6.2 =57 -9.3 -5.8 =71 -6.5 -5.0 -5.9 =53 -4.3 -2.8 -2.1
Zimbabwe 0.2 -25 0.0 -1.3 -1.1 -1.8 -6.5 -84 -3.8 -2.0 -25 -0.3 -0.4 -0.8 -1.0
Average -29 -1.3 -2.0 =35 -33 -39 -39 4.2 -4.0 -4.0 -3.8 -3.6 =35 -3.4 -34
0il Producers -3.2 0.2 -0.3 -2.9 -2.8 -4.3 -4.8 -5.3 4.1 -4.5 4.2 -4.0 -39 -39 -3.8
Asia -2.8 -23 -3.6 -4.6 -4.0 -4.3 -3.7 -3.8 4.2 -4.3 -4.0 -3.8 -3.8 -3.7 -3.7
Latin America -2.3 -2.0 -2.8 -4.6 -3.2 -1.3 -0.7 -0.8 -1.5 -1.1 -1.6 -1.5 -1.5 -1.7 -1.7
Sub-Saharan Africa -35 -1.0 -1.3 -3.1 -33 -4.0 -4.4 4.8 4.2 -4 -3.7 -35 -35 -33 -3.2
Others -0.3 -0.2 -14 2.4 -1.6 -29 -2.8 -2.8 -2.6 -3.6 -4.0 -3.6 -3.8 -3.6 -34
Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text, and Table D.
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Table A18. Low-Income Developing Countries: General Government Primary Balance, 2010-24

(Percent of GDP)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Bangladesh -0.8 -1.9 -1.1 -14 -1.0 -1.9 -1.5 -1.6 -1.7 24 -1.8 -1.7 -1.6 -1.6 -1.4
Benin 0.1 -0.9 0.3 -14 -1.9 -6.9 -4.7 -3.8 -25 -0.3 0.3 0.5 0.6 0.7 0.6
Burkina Faso -4.1 -1.7 -24 -34 -12 -1.7 -2.6 -6.9 -35 -1.7 -1.7 -1.6 -1.6 -15 -1.5
Cambodia -36 4.4 4.2 -2.3 -1.3 -1.0 -1.0 -0.7 -1.6 -1.6 2.2 2.5 2.8 -3.5 -3.3
Cameroon -0.7 -2.0 -1.1 -3.3 -3.8 4.0 -5.3 -4.0 -1.8 -1.3 -0.7 -0.6 -0.6 -0.7 -0.7
Chad -36 3.0 0.9 -15 -3.6 2.7 0.1 15 2.8 0.9 2.7 24 3.1 3.6 37
Congo, Democratic Republic -0.7 -0.3 2.5 2.4 0.4 0.0 -0.7 -11 -0.1 0.1 0.0 0.0 0.0 -0.2 0.2

of the
Congo, Republic of 17.5 17.1 9.4 -34 134 -239 178 -5.4 75 8.8 10.9 8.0 8.1 7.2 6.7
Cote d’lvoire -0.3 22 -1.4 -0.9 -0.9 =113 —213 -2.8 2.1 =1 -0.7 -0.7 -0.7 -0.8 -0.7
Ethiopia -0.9 -1.2 -0.9 -1.6 2.2 -15 -1.9 -2.8 -25 -25 -2.5 22 -2.1 -1.9 -1.6
Ghana 5.2 —35 -5.8 5.5 -3.4 1.0 —1:5 1.2 -14 0.0 1.7 1.6 1.2 1.3 1.4
Guinea -8.3 0.5 -1.2 -3.0 2.2 -6.1 0.9 -1 -1.0 -15 -0.9 0.0 0.0 0.0 0.0
Haiti 2.2 -2.1 -4.4 -6.7 -5.9 -2.3 0.3 -0.2 -2.0 -2.1 -1.4 -14 -1.3 -1.4 -1.3
Honduras -4.1 -3.2 -3.6 -5.6 2.6 0.0 0.2 0.2 1.0 1.6 0.8 0.9 11 0.9 0.9
Kenya -2.5 -2.2 -29 =313 -4.8 =513 5.2 4.5 =3 —1.5 -0.3 0.4 0.4 0.1 0.0
Kyrgyz Republic -5.1 -3.7 -4.9 -2.9 2.6 -1.8 -5.3 -35 0.0 -1.8 -1.6 -15 -15 -1.4 -14
Lao P.D.R. -2.4 -1.0 0.2 -3.8 -3.2 -1.4 =35 -4.3 =31 -29 -3.0 -29 -29 -3.0 -3.0
Madagascar -0.1 -15 -1.9 -3.3 -1.7 -25 -0.4 -1.6 -1.3 -16 -3.2 -4.1 -4.0 -3.6 -3.0
Mali 2.2 -2.8 -0.4 -1.9 -2.3 -1.2 -3.3 -2.0 -3.9 -2.1 -2.1 -2.1 -2.1 -2.0 -2.0
Moldova -15 -1.4 -13 -1 -1 -12 -0.6 0.3 -0.3 -3.0 -2.6 -1.9 -16 -15 -15
Mozambique -3.1 -39 -2.9 -1.9 -9.6 -5.9 =33 0.0 -1.5 -1.5 -2.0 -2.0 -2.5 -0.8 -0.1
Myanmar -4.2 2.2 3.0 -0.3 0.2 -32 -1.2 -1.3 -0.8 -2.0 2.2 -2.3 -2.1 -1.9 -1.8
Nepal 0.0 0.0 -0.5 2.6 2.1 1.1 1.7 -2.8 -6.0 -4.3 -4.4 -1.3 —1.1 -0.7 -0.7
Nicaragua 0.4 0.6 0.5 0.4 -0.9 -0.9 -0.9 -0.7 -3.1 -2.1 -2.9 -3.0 -3.2 -3.7 4.1
Niger 2.2 -1.1 -0.8 2.3 7.7 -84 -5.1 -4.7 -3.6 -3.1 -13 -14 -0.7 -0.7 -0.8
Nigeria -3.6 1.2 1.2 -1.3 -1.2 -2.4 -2.7 -4 -2.8 -35 -3.3 -3.0 -2.8 -2.5 -2.3
Papua New Guinea 4.0 32 -0.2 -5.8 -4.7 -3.0 -3.1 -0.4 -0.5 -0.2 0.3 0.7 0.9 0.8 0.9
Rwanda -0.2 -0.5 -2.1 -0.4 -3.2 -1.9 -1.3 -15 -14 -2.1 2.1 -22 2.2 -2.5 -2.4
Senegal -3.2 -3.7 -3.0 -3.1 -2.6 22 -1.6 -1.0 -14 -1.0 -1.1 -1.2 -1.2 -1.2 -14

Somalia
Sudan 1.1 -13 -6.2 -5.3 -39 -3.1 -39 -6.1 -8.1 -83 -100 -11.4 127 -13.8 1438
Tajikistan -2.5 -1.6 1.1 0.1 0.4 -1.5 -8.3 5.5 -35 -35 -2.0 -1.8 -1.8 -2.1 -2.0
Tanzania -4.1 -2.8 -3.1 -2.6 -1.6 -1.7 -0.6 0.4 -0.2 -0.9 -1.2 -14 -1.5 -1.4 -1.3
Timor-Leste -4.4 -4.7 -6.7 -35 -134 170 -351 187 172 225 284 224 241 196 -191
Uganda -4.8 -1.7 -1.7 -2.7 -32 -2.9 -24 -1.4 -2.6 -4.3 -5.8 -2.1 -2.0 15 0.8
Uzbekistan 33 7.3 7.8 34 3.1 1.2 1.7 1.9 29 0.6 0.0 -0.2 -0.4 -0.6 -0.9
Vietnam -1.6 -0.1 -5.6 -5.9 -4.6 -35 -2.7 -29 -2.6 -25 -23 -23 2.2 -2.2 -23
Yemen -17 -0.2 -0.9 -15 1.5 -2.6 -3.1 -4.7 -4.2 -4.9 -2.9 -2.0 -1.3 -0.3 0.9
Zambia -1.0 -0.8 -15 -4.7 -35 -6.5 -24 -3.7 -1.6 -0.5 -0.7 -0.3 0.4 2.0 24
Zimbabwe 1.1 -2.2 0.3 -0.7 -04 -0.9 -5.9 -7.5 -3.1 -11 -1.3 0.6 0.3 -0.2 -0.4
Average -2.0 -0.2 -0.8 2.2 -2.0 -24 -23 -2.6 -22 -23 -2.0 -1.8 -1.7 -1.6 -15
0il Producers 24 1.2 0.9 -1.6 -1.5 -2.8 -3.2 -39 -2.6 -3.0 2.7 24 -2.3 -2.1 -1.9
Asia -15 -1.1 -23 -3.1 -2.4 -2.6 -2.0 -2.2 -22 -25 -2.2 -2.0 -1.9 -1.9 -1.9
Latin America 24 -1.9 -2.6 -4.3 -2.8 -0.7 -0.1 -0.1 -0.8 -0.2 -0.6 -0.6 -0.5 -0.7 -0.7
Sub-Saharan Africa 2.7 0.0 -0.2 2.0 -2.1 -2.6 -2.7 -3.0 -22 -2.1 -1.8 -15 -15 -1.3 -1.2
Others 0.7 1.2 0.2 -1.0 0.0 -1.3 -1.7 -2.6 -23 -3.3 -3.2 -3.1 -3.1 -3.0 -2.9

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions” in text).
Note: Primary balance is defined as the overall balance excluding net interest payments. For country-specific details, see “Data and Conventions” in text, and Table D.
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Table A19. Low-Income Developing Countries: General Government Revenue, 2010-24

(Percent of GDP)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Bangladesh 100 104 112 112 109 98 104 102 101 102 102 104 102 102 10
Benin 189 188 192 185 172 173 153 186 186 192 194 195 195 194 194
Burkina Faso 198 207 224 244 216 207 218 221 228 228 230 233 236 237 237
Cambodia 174 159 172 187 201 196 208 221 222 224 217 214 212 210 214
Cameroon 150 163 163 163 166 165 148 150 158 158 159 158 159 159 159
Chad 202 248 244 207 178 140 126 151 160 147 158 155 157 164 166

Congo, Democratic Republic 15.6 13.7 16.5 14.6 18.6 16.8 11.8 104 12.2 12.9 13.6 141 14.7 15.0 15.1
of the

Congo, Republic of 41.2 46.4 491 50.6 48.1 32.6 341 27.7 30.4 32.8 34.0 31.8 33.3 33.8 34.2
Cote d’Ivoire 18.1 14.2 19.2 19.7 18.9 20.0 20.0 20.4 19.7 20.0 20.2 20.3 20.3 20.5 20.5
Ethiopia 17.2 16.6 15.5 15.8 14.9 15.4 15.9 15.0 13.1 13.7 13.1 13.0 13.1 13.3 13.7
Ghana 12.5 14.1 13.7 12.6 13.4 14.9 13.4 13.9 14.6 16.1 15.3 15.9 15.9 16.0 15.9
Guinea 10.8 15.1 17.5 14.8 17.0 14.8 15.8 15.2 15.4 15.6 16.4 16.9 17.2 17.2 16.9
Haiti 19.9 22.0 23.8 21.0 18.9 19.3 18.6 17.7 17.2 16.8 16.8 16.6 16.2 15.8 15.5
Honduras 23.1 23.0 22.9 23.8 24.7 252 27.0 26.5 26.9 26.3 26.2 26.1 26.0 26.0 25.9
Kenya 19.8 19.5 19.1 19.7 19.8 19.1 18.7 17.9 18.3 18.7 19.7 19.9 19.7 19.6 19.6
Kyrgyz Republic 31.2 32.7 34.7 34.4 35.4 35.6 33.1 33.4 32.8 341 32.4 32.6 32.4 321 31.6
Lao PD.R. 19.5 19.3 20.8 20.4 20.2 20.7 15.8 16.4 16.3 16.2 16.1 16.1 16.1 16.1 16.1
Madagascar 13.2 1.7 10.8 10.9 12.4 11.9 14.8 14.8 14.9 15.9 15.0 14.8 14.8 15.0 15.2
Mali 17.7 17.1 14.6 17.4 17.1 19.1 18.3 20.0 15.4 20.5 21.0 211 21.4 21.7 22.0
Moldova 31.9 30.5 31.7 30.9 31.8 30.0 28.6 29.8 30.3 30.0 29.7 29.5 29.4 29.3 29.1
Mozambique 26.1 27.3 27.0 31.4 31.8 28.1 26.2 28.3 26.0 26.1 26.1 26.3 26.5 26.6 253
Myanmar 9.1 9.8 20.6 21.2 23.8 19.5 18.8 171 17.7 17.3 17.4 17.4 17.7 18.1 18.4
Nepal 18.0 17.8 18.0 19.6 20.4 20.8 23.3 24.4 25.5 29.2 29.4 29.9 30.2 30.6 30.8
Nicaragua 22.5 23.5 23.9 23.5 23.3 242 25.3 25.3 241 25.7 26.8 24.8 25.4 25.8 26.0
Niger 18.2 17.9 214 24.6 23.0 23.3 20.3 21.2 214 241 25.1 24.6 25.0 25.0 247
Nigeria 12.4 17.7 14.3 11.0 10.5 7.6 5.5 6.2 8.0 7.0 7.3 7.2 7.3 74 7.5
Papua New Guinea 21.5 21.9 21.2 20.7 20.9 19.3 17.6 17.6 17.9 17.0 17.3 17.6 17.9 17.9 17.9
Rwanda 24.6 25.3 232 25.5 24.2 24.6 23.5 22.9 241 23.5 23.3 23.6 23.7 23.7 23.7
Senegal 17.6 18.2 18.6 17.7 19.2 19.3 20.7 19.4 18.7 19.1 19.5 19.6 20.1 20.3 20.6
Somalia S e e 1.7 2.3 2.1 2.5 3.5 3.7 43 44 4.6 4.8 5.0 5.2
Sudan 17.5 15.9 9.1 9.6 8.8 8.4 741 7.2 6.9 6.4 5.9 5.5 5.3 5.1 5.0
Tajikistan 23.2 24.9 25.1 26.9 28.4 29.9 29.9 29.7 27.0 27.7 28.1 28.1 28.0 27.7 271.7
Tanzania 15.5 15.6 15.4 15.0 14.4 14.0 14.8 15.4 15.1 15.5 15.6 15.8 16.0 16.1 16.3
Timor-Leste 22.4 19.8 15.8 20.2 26.3 33.2 36.8 30.7 30.0 271 23.7 241 25.2 23.2 21.9
Uganda 13.2 145 13.5 12.7 13.4 15.2 14.8 15.1 15.6 16.1 16.2 17.3 17.5 19.2 19.3
Uzbekistan 36.7 37.7 38.8 34.8 34.3 31.3 30.7 29.4 34.0 30.4 30.7 31.0 311 31.2 31.3
Vietnam 27.3 25.9 22.6 23.1 22.2 23.8 23.7 23.5 23.6 23.6 23.5 234 23.4 23.3 23.1
Yemen 26.1 25.3 29.9 23.9 23.6 10.6 7.5 3.5 3.8 3.3 5.7 7.5 8.4 9.1 10.9
Zambia 15.6 17.7 18.7 17.6 18.9 18.8 18.2 17.5 18.4 18.1 17.4 17.4 17.4 17.4 17.4
Zimbabwe 18.3 20.7 20.4 19.6 19.3 18.7 16.8 14.1 10.3 8.8 1.7 14.4 15.7 15.7 15.7
Average 17.0 18.8 18.0 16.7 16.5 15.1 14.7 14.9 15.4 15.2 15.3 15.4 15.4 15.5 15.5

0il Producers 14.8 18.9 16.6 13.7 13.2 9.7 8.2 8.7 10.3 9.3 9.6 9.5 9.6 9.7 9.7

Asia 17.3 17.2 18.1 18.4 18.3 17.6 17.4 17.2 17.3 17.3 17.3 17.2 17.3 17.3 17.2

Latin America 22.2 22.9 234 23.1 23.1 23.7 24.9 24.5 241 24.2 24.4 23.8 23.9 23.8 23.8

Sub-Saharan Africa 15.0 17.9 16.3 14.6 14.3 12.7 12.0 12.5 13.2 13.1 13.2 13.3 13.4 13.5 13.5

Others 25.4 2515 26.5 23.3 22.9 18.7 18.5 17.3 18.9 18.4 19.2 19.9 20.5 20.9 21.7

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text, and Table D.
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Table A20. Low-Income Developing Countries: General Government Expenditure, 2010-24

(Percent of GDP)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Bangladesh 12.7 14.0 14.2 14.6 14.0 13.8 13.4 13.6 14.2 14.5 13.9 13.7 13.7 13.6 13.4
Benin 19.2 201 195 20.4 194 24.9 213 24.4 23.3 22.0 21.2 20.9 20.6 20.2 20.1
Burkina Faso 244 23.0 25.5 28.4 23.5 231 25.5 30.0 275 25.8 26.0 26.3 26.7 26.7 26.7
Cambodia 20.9 20.6 21.7 21.4 21.7 20.9 22.2 23.2 24.2 241 243 243 24.4 25.0 24.8
Cameroon 16.0 18.6 17.8 20.0 20.8 20.9 20.9 19.8 18.5 18.0 17.5 17.4 174 174 174
Chad 24.4 22.4 23.9 22.8 22.0 18.3 145 15.2 14.6 14.9 143 141 135 13.5 13.7
Congo, Democratic Republic 16.5 14.6 14.5 12.7 18.5 17.0 12.7 11.9 12.7 13.4 14.1 14.6 15.4 15.8 15.6

of the
Congo, Republic of 24.6 29.5 39.7 54.3 61.7 57.4 54.5 351 25.0 255 24.4 25.0 26.3 275 28.3
Cote d’lvoire 20.0 18.2 223 219 21.0 22.8 24.0 24.9 23.7 23.1 23.2 232 232 23.4 234
Ethiopia 18.5 18.2 16.6 17.8 175 17.3 18.2 18.2 16.1 16.8 16.1 15.9 15.9 16.0 16.2
Ghana 20.0 19.6 221 21.7 21.4 18.9 20.3 18.0 21.6 21.7 19.8 20.0 19.9 19.3 18.7
Guinea 20.5 16.0 20.0 18.6 20.2 21.7 16.0 17.2 17.5 17.9 18.1 17.8 18.1 18.2 17.9
Haiti 22.7 24.5 28.6 28.1 25.3 21.9 18.7 18.2 19.6 19.2 18.6 18.4 17.9 17.6 171
Honduras 26.5 25.9 26.4 29.6 27.6 26.0 27.4 26.9 26.5 25.7 26.3 26.0 259 26.0 25.9
Kenya 242 23.6 24.2 254 27.2 27.2 27.0 25.7 25.6 239 23.7 231 22.7 22.6 22.6
Kyrgyz Republic 371 37.4 40.6 38.1 38.9 38.3 39.5 37.9 341 375 35.4 35.6 354 35.2 34.6
Lao PD.R. 22.3 20.8 21.2 25.2 241 23.0 20.5 22.0 20.9 21.0 21.0 21.0 21.0 21.0 21.0
Madagascar 14.0 141 13.4 14.9 14.7 15.2 16.1 17.2 171 18.4 19.1 19.7 19.7 19.6 19.1
Mali 20.3 20.6 15.5 19.8 20.0 20.9 22.3 22.9 20.2 235 23.9 24.2 24.4 24.7 25.0
Moldova 341 32.6 337 324 33.4 319 30.3 30.6 313 339 333 324 32.0 31.8 316
Mozambique 29.9 32.2 30.8 3441 42.5 35.2 325 31.6 313 315 321 31.9 32.2 30.2 27.5
Myanmar 14.6 134 18.9 22.8 24.8 23.9 213 19.7 20.2 20.7 21.2 214 21.7 21.9 221
Nepal 18.8 18.6 19.3 17.8 18.8 201 21.9 27.5 32.0 34.2 34.4 31.8 31.9 31.8 32.0
Nicaragua 22.4 23.3 24.0 242 245 25.6 26.9 27.0 28.4 2941 313 29.5 30.3 313 31.8
Niger 20.6 19.4 225 27.2 31.1 324 26.3 26.8 26.3 28.6 28.1 275 27.0 26.9 26.7
Nigeria 16.6 17.4 141 134 12.6 1.1 95 11.6 125 121 1.9 1.7 11.8 1.9 11.9
Papua New Guinea 18.4 19.7 224 27.6 27.2 241 22.8 20.3 20.8 19.5 19.2 18.9 18.9 18.9 18.9
Rwanda 25.3 26.2 25.7 26.8 28.3 27.4 25.8 25.4 26.7 26.7 26.7 27.0 27.2 27.4 27.4
Senegal 21.6 23.1 22.8 22.0 23.1 23.0 24.0 22.3 221 22.0 22.4 22.6 23.0 23.3 235
Somalia
Sudan 174 18.2 16.5 15.3 135 12.2 115 13.8 15.4 15.2 16.3 17.3 19.2 19.6 20.0
Tajikistan 26.1 27.0 24.5 27.8 28.5 319 38.9 35.6 31.7 324 31.6 31.8 31.9 322 325
Tanzania 20.2 19.1 195 18.8 17.3 17.2 16.9 16.6 16.9 18.1 18.7 19.2 195 19.7 19.9
Timor-Leste 26.7 24.5 22.5 237 39.7 50.2 71.8 494 47.3 49.8 52.6 47.0 49.9 434 417
Uganda 18.8 17.2 16.5 16.7 18.1 19.8 19.7 18.9 20.4 22.8 24.6 22.2 2241 20.5 21.8
Uzbekistan 334 30.4 30.9 31.2 311 29.9 28.8 27.3 30.9 29.5 30.5 31.0 314 31.7 32.0
Vietnam 30.0 27.0 29.5 30.5 28.5 29.2 28.4 28.4 28.2 281 27.8 27.7 27.6 27.6 27.6
Yemen 30.2 29.8 36.2 30.8 27.8 19.3 15.9 8.3 8.2 8.4 11.2 10.7 10.8 10.3 11.0
Zambia 18.1 19.5 215 23.8 24.6 28.1 24.0 25.2 249 231 23.4 22.7 21.7 20.2 19.5
Zimbabwe 18.1 23.2 204 20.9 20.4 20.5 23.4 225 141 10.9 14.2 14.7 16.1 16.6 16.7
Average 20.0 20.0 20.0 20.3 19.9 19.1 18.7 19.1 19.4 19.3 19.2 19.0 19.0 18.9 18.9
0il Producers 18.0 18.7 16.9 16.6 15.9 14.0 12.9 13.9 14.4 13.8 13.8 135 135 135 135
Asia 20.1 19.5 21.7 23.0 22.3 22.0 21.1 21.0 215 21.6 21.3 21.0 21.0 21.0 20.9
Latin America 245 249 26.2 27.7 26.2 25.0 25.6 25.3 25.6 253 26.0 25.3 254 255 25.5
Sub-Saharan Africa 18.5 18.9 17.6 17.7 17.6 16.7 16.3 17.3 17.4 171 17.0 16.8 16.8 16.7 16.7
Others 25.8 25.7 27.9 26.5 251 22.2 21.9 20.8 224 22.8 24.0 244 251 25.4 25.9

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text, and Table D.
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Table A21. Low-Income Developing Countries: General Government Gross Debt, 2010-24

(Percent of GDP)
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Bangladesh 35 366 362 358 353 337 333 325 348 348 345 341 337 333 328
Benin 287 299 267 253 305 424 497 544 546 540 515 485 454 422 387
Burkina Faso 312 276 284 291 299 356 392 384 430 425 421 419 M7 45 413
Cambodia 287 297 315 37 319 312 291 300 294 296 296 307 323 343 359
Cameroon 147 157 154 182 215 320 325 369 377 381 374 365 356 345 334
Chad 301 306 288 305 415 433 518 524 466 429 384 347 31 280 247

Congo, Democratic Republic 31.9 26.3 23.2 19.1 16.8 16.8 19.3 18.1 15.7 14.0 13.2 10.8 9.9 8.0 5.2
of the

Congo, Republic of 53.4 423 451 49.5 598 1114 1278 1254 98.5 90.2 83.7 79.4 76.8 70.9 60.5
Cote d’Ivoire 63.0 69.2 45.0 43.4 44.8 47.3 48.4 49.8 52.2 50.9 491 48.4 47.4 46.8 47.2
Ethiopia 40.5 453 42.2 47.5 47.9 54.5 56.1 59.0 61.1 57.4 56.3 55.3 54.9 54.0 53.5
Ghana 34.6 31.4 35.6 43.2 51.2 54.8 57.1 57.3 59.6 62.0 60.0 58.2 56.3 52.7 50.2
Guinea 68.8 58.1 27.2 34.0 35.1 41.9 42.0 40.4 38.7 46.0 45.3 42.9 41.0 39.4 37.6
Haiti 17.3 11.8 16.3 21.5 26.3 30.3 33.7 31.0 33.0 36.2 36.7 37.0 37.3 37.4 37.4
Honduras 23.6 25.2 29.8 37.7 37.5 374 38.4 39.1 40.3 40.8 41.0 40.7 39.8 39.4 37.6
Kenya 44.4 43.0 43.9 44.0 48.6 51.4 53.2 54.8 57.2 55.5 52.8 49.5 48.9 49.4 49.6
Kyrgyz Republic 59.7 50.1 50.5 471 53.6 67.1 59.1 58.8 56.0 56.1 55.5 55.3 54.5 54.4 54.4
Lao PD.R. 53.5 49.0 53.6 54.3 56.5 56.0 56.4 60.3 63.0 64.1 65.3 66.0 66.9 67.5 67.8
Madagascar 34.7 35.0 355 36.1 34.7 35.7 41.9 40.3 39.7 41.0 421 435 451 46.1 46.6
Mali 25.3 24.0 25.4 26.4 27.4 30.7 35.9 35.4 36.6 36.9 37.6 38.2 38.9 39.1 39.6
Moldova 22.3 20.0 20.5 20.0 25.6 33.1 31.9 29.3 27.1 28.8 30.7 31.0 32.0 32.5 33.0
Mozambique 43.3 38.0 40.1 53.1 62.4 881 1216 1032 1004 1245 1199 1153 1115 1009 89.5
Myanmar 49.6 46.1 43.4 371 37.4 416 41.8 47.3 49.4 491 47.8 46.5 44.9 437 42,5
Nepal 34.0 31.7 34.3 32.2 28.2 25.6 27.9 26.4 30.4 33.1 34.1 33.8 33.5 32.6 31.9
Nicaragua 30.3 28.8 27.9 28.8 28.7 29.2 31.2 34.0 37.2 40.9 43.9 46.5 48.8 50.9 52.2
Niger 20.7 25.9 24.9 24.7 30.6 39.7 43.7 49.0 55.1 55.6 54.1 52.5 48.3 45.8 44.2
Nigeria 9.6 17.6 17.7 18.6 17.5 20.3 234 25.3 28.4 30.1 31.4 32.7 33.8 34.9 359
Papua New Guinea 17.3 16.3 19.1 24.9 27.1 32.3 37.8 37.5 36.9 37.7 37.0 36.6 35.8 35.0 34.3
Rwanda 19.3 16.7 18.9 20.8 26.6 29.7 329 36.5 40.7 50.0 51.3 52.5 54.2 55.6 56.4
Senegal 28.3 32.7 34.2 36.8 424 445 47.7 60.6 64.4 62.0 60.4 59.4 55.2 52.4 51.6
Somalia
Sudan 67.4 69.5 97.0 93.1 83.2 83.1 999 1220 1632 1779 1824 1862 1825 1816 1823
Tajikistan 36.6 35.3 32.3 29.1 21.7 34.7 42.0 50.4 47.9 49.5 50.7 52.1 53.5 55.8 58.4
Tanzania 27.3 27.8 28.7 30.0 32.6 35.9 36.4 36.6 36.0 36.6 37.2 38.1 39.1 40.4 41.8
Timor-Leste 0.0 0.0 0.0 0.1 0.5 15 3.1 3.8 5.4
Uganda 22.4 23.4 24.5 27.8 30.7 34.3 371 39.7 42.2 44.8 481 49.6 49.5 48.4 46.4
Uzbekistan 8.4 8.4 8.8 7.9 7.8 8.7 10.5 241 23.5 23.2 23.3 23.8 241 24.3 24.0
Vietnam 481 45.6 481 51.7 54.7 571 59.7 58.2 57.5 57.4 57.1 B7.8 57.4 57.4 57.6
Yemen 42.4 457 47.3 48.2 48.7 54.9 68.0 76.4 63.3 54.7 42.8 36.6 311 26.0 22.4
Zambia 18.9 20.8 25.4 2741 36.1 62.3 60.7 62.7 724 80.5 83.5 84.1 82.8 80.0 76.8
Zimbabwe 49.6 414 37.2 38.6 40.3 41.8 54.2 52.9 29.8 21.0 20.5 20.1 19.6 18.6 17.7
Average 29.9 31.5 31.8 32.9 33.7 37.7 41.3 43.7 45.0 451 44.5 441 43.6 43.2 42.8
0il Producers 16.0 221 21.1 22.3 22.0 26.2 30.1 32.8 34.4 34.8 34.8 35.2 35.5 35.9 36.3
Asia 40.8 39.6 40.4 41.2 42.3 431 44.0 43.7 44.7 44.9 44.6 44.4 44.2 43.9 43.7
Latin America 241 2818 26.4 315 32.5 335 3518 36.0 37.9 39.9 40.9 414 415 41.8 41.0
Sub-Saharan Africa 22.4 25.8 25.3 27.0 28.0 33.1 37.7 40.4 42.0 42.5 42.2 41.8 a7 414 414
Others 43.8 43.3 48.0 46.0 44.2 47.4 53.1 67.8 72.3 69.1 65.0 62.4 58.8 56.0 53.8

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text, and Table D.
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Table A22. Low-Income Developing Countries: General Government Net Debt, 2010-24

(Percent of GDP)

2010 2011 2012 2013

2014

2015

2016

2017

2018

2019

2020

2021

2022

2023

2024

Bangladesh

Benin

Burkina Faso

Cambodia

Cameroon 10.5 12.6 13.1 15.9
Chad

Congo, Democratic Republic
of the

Congo, Republic of
Cote d’lvoire L. o e A
Ethiopia 324 40.0 37.0 41.9
Ghana 32.2 28.6 34.0 40.2
Guinea
Haiti
Honduras
Kenya 40.2 39.1 401 401
Kyrgyz Republic
Lao PD.R.
Madagascar
Mali 16.9 17.1 21.2 20.5
Moldova
Mozambique
Myanmar
Nepal
Nicaragua
Niger 16.6 22.2 19.9 19.1
Nigeria 6.3 12.6 10.8 1.7
Papua New Guinea
Rwanda
Senegal
Somalia
Sudan
Tajikistan
Tanzania
Timor-Leste
Uganda
Uzbekistan
Vietnam
Yemen 38.3 42.3 45.3 46.7
Zambia 15.9 16.4 20.1 25.2
Zimbabwe
Average

0il Producers

Asia

Latin America

Sub-Saharan Africa

Others

19.9

43.3
46.3

20.0

24.2

13.8

47.8
31.8

49.7
50.7

34.4
15.9

54.1
56.1

30.9

52.0
52.0

39.2
19.0

67.1
51.3

33.6

55.0
52.0

29.9

433

20.9

75.5
55.9

57.5
55.0

51.8

51.1
24.2

62.7
65.0

54.4

57.0

52.2

32.2

51.9
26.3

54.2
72.3

34.9

53.8

55.6

50.9

32.6

50.7
28.0

42.4
75.8

34.3

53.1
54.3

49.3
29.6

36.3
76.7

33.8

53.1
52.8

33.4

45.3

311

30.8
76.3

33.3

52.3
49.6

43.0
32.5

25.7
74.2

324

52.1
47.5

414
33.7

221
7.7

Source: IMF staff estimates and projections. Projections are based on staff assessment of current policies (see “Fiscal Policy Assumptions” in text).

Note: For country-specific details, see “Data and Conventions” in text, and Table D.
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IMF EXECUTIVE BOARD DISCUSSION OF THE OUTLOOK,
APRIL 2019

The following remarks were made by the Chair at the conclusion of the Executive Board's discussion of the
Fiscal Monitor, Global Financial Stability Report, and World Economic Outlook on March 21, 2019.

xecutive Directors broadly shared the assess-

ment of global economic prospects and risks.

They observed that global economic activ-

ity had recently lost momentum, reflecting
a confluence of factors in a number of large economies.
Global trade had slowed sharply, and concerns over
trade tensions weakened business confidence. Directors
noted that while growth is expected to level off in the
first half of this year and firm up thereafter, this short-
term outlook is subject to considerable uncertainty.

Directors noted that, over the medium term, growth
is expected to moderate further in advanced econo-
mies, as population aging constrains the expansion of
the labor force and labor productivity growth remains
tepid. In emerging market and developing economies,
growth is expected to increase modestly. Convergence
toward advanced economy income levels, however,
remains slow for many of these economies, due to
structural bottlenecks and, in some cases, high debt,
subdued commodity prices, and civil strife.

Directors agreed that risks to the global outlook
remain skewed to the downside amid high policy
uncertainty. These include a reescalation of trade ten-
sions and disruptions from a no-deal Brexit. Given
still-accommodative financial conditions, the global
economy also remains susceptible to a sudden shift in
market sentiment and associated tightening in financial
conditions. Downside risks in systemic economies, if
they were to materialize, also weigh on the outlook.
On the upside, if recent tariff increases are rolled back
and trade tensions resolved, rising business confidence
could lift growth. Over the medium term, many
Directors noted risks from rising inequality, climate
change, cyber risks, political uncertainty, and declining
trust in institutions.

Directors noted that the current conjuncture
highlights the urgent need for strong global coopera-
tion and coordination to tackle shared challenges.
Many Directors attached priority to resolving trade

disagreements cooperatively without raising further
distortionary barriers and reiterated the importance of
strengthening the open, rules-based multilateral trading
system. Directors stressed that broadening the gains
from global economic integration would also require
closer cooperation in the areas of financial regulatory
reforms, the global financial safety net, international
corporate taxation, and climate change. Progress on
external rebalancing relies on macroeconomic and
structural policies, mindful of countries” domestic con-
ditions and objectives, to increase demand and growth
potential in surplus countries, and initiatives to boost
supply and potential output in deficit countries.

Against the backdrop of waning global growth
momentum and limited policy space in many coun-
tries, Directors underscored the need to avoid policy
missteps, contain risks, and enhance resilience while
raising inclusive growth prospects. Macroeconomic
policies should be carefully calibrated, aiming to sup-
port growth where output may fall below potential and
policy space exists, and ensuring a soft landing where
policy support needs to be withdrawn. In the event
of a deeper or protracted downturn, policies should
become more accommodative where feasible.

Directors stressed that fiscal policy should strike the
right balance between growth and debt sustainability
objectives as appropriate in individual countries. In
countries with high debt, gradual fiscal adjustment
is needed, particularly if financing risks are large. In
countries with fiscal space, fiscal policy should boost
aggregate demand where there is slack and raise poten-
tial growth where the economy is operating above
potential. In this regard, a few Directors noted the role
of automatic stabilizers during cyclical downswings. In
the event of a more protracted slowdown in growth,
care should be taken to avoid a procyclical fiscal stance.
Directors concurred that fiscal policy should also adapt
to shifting demographics, advancing technology, and
deepening global integration. Where there is limited
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budgetary room, such a response will have to occur
through budget recomposition and reprioritization.

Amid signs of weakening growth and muted infla-
tion in most advanced economies, Directors welcomed
the more gradual approach to monetary policy nor-
malization by major central banks since the beginning
of this year, which has helped boost positive market
sentiment. They urged policymakers to clearly com-
municate any reassessment of the pace of monetary
policy normalization that reflects either changes in the
economic outlook or risks surrounding the outlook, to
avoid excessive market swings or unduly compressed
market volatility.

With financial conditions still accommodative as
the credit cycle matures, Directors noted that financial
vulnerabilities would likely continue to build in differ-
ent parts of the global economy. These include rising
corporate debt, sovereign—financial sector nexus, matu-
rity and liquidity mismatches, house price misalign-
ment, and sensitivity of portfolio flows and asset prices
in emerging markets to changes in global financial
conditions. The tightening in financial conditions late
last year was too short-lived to meaningfully slow the
buildup of vulnerabilities, leaving medium-term risks
to global financial stability broadly unchanged. Where
needed, policymakers should deploy prudential tools
proactively, expand macroprudential toolkits, and con-
tinue to repair public and private balance sheets.

Across all economies, growth-enhancing structural
reforms remain key to improving potential output,
inclusiveness, and resilience. Directors emphasized
that high debt levels in many countries require a
multi-pronged approach, including to enhance debt
transparency and management. Broader structural
reforms should aim to lift productivity, encourage
labor force participation, and upgrade skills. Further
deregulation in product markets and services, sup-
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ported by stronger competition law and policy, could
help deter the rise in corporate market power in
advanced economies.

Noting that corruption could undermine inclu-
sive growth, public finances, and poverty reduction
efforts, Directors highlighted the need to improve
fiscal institutions, transparency, and governance in the
public sector. Greater cooperation is also essential at
the global level, including combating foreign bribery
and money laundering of proceeds from corrupt activi-
ties, as well as improving the sharing of information to
fight tax evasion and prosecute corrupt acts.

Directors stressed that, with external conditions
remaining uncertain, emerging market and developing
economies should focus monetary policy on anchor-
ing inflation expectations where inflation remains
high, and support domestic activity as needed where
expectations are well anchored. Depending on country
circumstances, efforts should continue to raise revenue,
reduce debt-related vulnerabilities, and make steady
progress on economic and financial rebalancing.

Directors underscored the need for low-income
developing economies to adopt policies that focus on
drivers of growth, raise resilience to volatile external
conditions, durably reduce debt vulnerabilities, and
advance toward the 2030 Sustainable Development
Goals, with continued support from the international
community. Priorities include improving macro-
economic and macroprudential policy frameworks,
strengthening domestic resource mobilization, and
gearing fiscal policy toward supporting growth and
development objectives, including protection for social
spending and carefully selected capital projects. Com-
modity exporters need to continue diversifying their
economies through policies that improve education
quality, narrow infrastructure gaps, enhance financial

inclusion, and boost private investment.
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