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Outline

• Fiscal rules in the developing world

Fi l l d th l tilit• Fiscal rules and growth volatility

• Design of fiscal rules and growth volatilityg g y
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Number of Countries with Fiscal Rules
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Sources: IMF Fiscal rules database (2012); and IMF staff estimates.



Fiscal Rules Around the World

4Sources: IMF Fiscal rules database (2012); and IMF staff estimates.



Fiscal Responsibility Laws

12

14
Advanced economies

Emerging economies

10

12 Emerging economies

6

8

4

0

2

1990 1993 1996 1999 2002 2005 2008 2011

Sources: Corbacho and Schwartz (2007); national authorities; and IMF staff assessments. 5



Why Adopt a Fiscal Rule?
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Type and Number of Fiscal Rules
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Growth vs Growth Volatility
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Sources: IMF Fiscal rules database (2012); IMF, World Economic Outlook; and IMF staff estimates.
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Fiscal Rules and Procyclicality

ba
ija

n
ia el ge

r
on

go
lia

Ke
ny

a
Bu

lg
ar

ia
Ch

ina
Ro

m
an

ia
Pa

kis
tan

Za
m

bia
Rw

an
da

Gr
ee

ce
Ur

ug
ua

y
Cr

oa
tia

Uk
ra

ine
Uz

be
kis

tan
An

go
la

Al
ba

nia
Pa

na
m

a
Hu

ng
ar

y

1.0

2004-2012
(Countries with fiscal rules in blue,
Advanced economies in light blue)

ic ub
lic

d 
To

ba
go

a on va vo an ru
nd

i
ru au

rit
ius

rtu
ga

l
ela

ru
s

es
oth

o
M

oz
am

biq
ue

Ec
ua

do
r

Af
gh

an
ist

an
nd

ia
Ind

on
es

ia
Ka

za
kh

sta
n

Be
nin

St
. V

inc
en

t a
nd

 th
e 

Gr
en

ad
ine

s
Cy

pr
us

Be
liz

e
Tu

rk
m

en
ist

an
Pa

pu
a 

Ne
w 

Gu
ine

a
Ar

m
en

ia
Lit

hu
an

ia
Gu

ate
m

ala
Ice

lan
d

Sl
ov

en
ia

Ho
nd

ur
as

St
. K

itts
 a

nd
 N

ev
is

Sw
az

ila
nd

Bu
rk

ina
 F

as
o

Ita
ly Ga

m
bia

La
os Co
lom

bia
An

tig
ua

 an
d 

Ba
rb

ud
a

Ira
n

Eg
yp

t
Ve

ne
zu

ela
Ni

ca
ra

gu
a

Qa
tar

Sw
ed

en
Po

lan
d

M
alt

a
Gr

en
ad

a
Bo

liv
ia

Cz
ec

h R
ep

ub
lic

Er
itr

ea
Se

rb
ia

Lib
ya

Ba
ng

lad
es

h
Do

m
ini

ca
M

ali Ar
ge

nti
na

Su
da

n
Br

az
il

Ne
pa

l
Ki

rib
ati

Gh
an

a
Ga

bo
n

La
tvi

a
Az

er
b

To
go

Lib
er

Isr
ae Ni M K B

0.6

0.8

Ru
ss

ia
Ba

hr
ain

M
ald

ive
s

Pa
ra

gu
ay

Ta
jik

ist
an

Eq
ua

tor
ial

 G
uin

ea
Ne

the
rla

nd
s

Ca
pe

 V
er

de
Ph

ilip
pin

es
Ko

re
a

M
ya

nm
ar

M
ala

wi
Un

ite
d K

ing
do

m
Ce

ntr
al 

Af
ric

an
 R

ep
ub

l
Ha

iti Sl
ov

ak
 R

ep
ub

lic
Sp

ain
Vi

etn
am

Et
hio

pia
Do

m
ini

ca
n R

ep
u

Se
ne

ga
l

Ge
or

gi
a

Ca
m

er
oo

n
M

ad
ag

as
ca

r
So

uth
 A

fri
ca

Ug
an

da
Fi

ji Ta
nz

an
ia

Ja
m

aic
a

Tr
ini

da
d a

nd
Om

an
Ni

ge
ria

Es
ton

ia
Le

ba
no

M
old

ov
Ko

so
v

Jo
rd

a
Bu

r
Pe

r
M

a Po Be L M E A I

0.2

0.4

dia sia m
ibi

a
Le

on
e M

ex
ico

Co
m

or
os

Tu
rk

ey
Fr

an
ce

M
or

oc
co

Ire
lan

d
Ku

wa
it

Sr
i L

an
ka

Ne
w 

Ze
ala

nd
Ky

rg
yz

 R
ep

ub
lic

Sy
ria

n A
ra

b 
Re

pu
bli

c

-0.2

0.0

a cia wa
y

ots
wa

na
Em

ira
tes Ja
pa

n
nit

ed
 S

tat
es

Ge
rm

an
y

Ch
ad

Sw
itz

er
lan

d
Lu

xe
m

bo
ur

g
Co

sta
 R

ica
El

 S
alv

ad
or

Sa
ud

i A
ra

bia
Th

ail
an

d
Au

str
ali

a
Fi

nla
nd

Be
lg

ium Au
str

ia
Gu

ya
na

Tu
nis

ia Ch
ile

Su
rin

am
e

Ca
m

bo
d

M
ala

ys
Na

m
Si

er
ra

 L

-0.6

-0.4

9Sources: IMF Fiscal rules database (2012); and IMF staff estimates.

Ca
na

da
De

nm
ar

k
Al

ge
ria

St
. L

uc
No

rw Bo
Un

ite
d A

ra
b 

E
Un

-1.0

-0.8

Countercyclical Procyclical



Fiscal Rules and Procyclicality
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Cyclically-Adjusted Budget Balance Rules
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Well Defined Escape Clauses
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Index of the Quality of Fiscal Rules
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Conclusions

More work is needed on the relation between fiscal rules 
d thand growth

The adoption of some features of “second generation” 
fiscal rules can help reduce the procyclicality of fiscalfiscal rules can help reduce the procyclicality of fiscal 
policies

However these features raise non trivial technical andHowever, these features raise non trivial technical and 
communication challenges

The focus must not be solely on fiscal rules—a y
strengthening of the broader fiscal framework is equally, 
and perhaps more, important
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Thank you!Thank you!
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