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Structure of the APEC Economic Policy Report (AEPR)

Fiscal transparency is increasingly acknowledged in facilitating good governance worldwide. It strengthens public accountability by incorporating citizens’ oversight on government’s fiscal behavior and thus holding government accountable for its policy outcome. Good governance will in turn spur high-quality economic growth by fostering entrepreneurial spirits that nurture innovation and enhance long-term economic competitiveness. Besides, international capital markets also exhibit preference to economies with better performance of fiscal transparency, which lead to sustainable economic growth and prosperity. Hence, international organizations such as APEC, OECD and IMF have been endeavoring efforts to promote fiscal transparency and foster accountability in both emerging markets and advanced economies.
In order to reflect APEC members’ efforts on improving fiscal sustainability and challenges that members face, economies agreed at the Second Economic Committee meeting (EC2/2012) in Kazan that the 2013 AEPR will focus on “Promoting Fiscal Transparency and Public Accountability.” Chinese Taipei and the host Economy of 2013 APEC, Indonesia, have jointly prepared a draft structure for 2013 AEPR. Three main parts of the report are as follows. Annex 1 provides a detailed draft outline for Part 1 and Part 2. 

· Part 1: Introduction and an overview of APEC’s progress on promoting fiscal transparency and public accountability (prepared by Chinese Taipei);

· Part 2: Key elements of fiscal transparency and public accountability (prepared by Indonesia);

· Part 3: Individual Economy Reports (IERs) on promoting fiscal transparency and public accountability (provided by individual economies, coordinated by the EC Chair’s office, and synthesized by Chinese Taipei).

Each economy is asked to provide an IER with approximately 5-8 pages of text (i.e. additional to the text of the template; single- spaced and 10-point size) on the key fiscal transparency developments in your economy; in particular, economies are invited to describe initiatives that your economy has undertaken during the past five years or plans to undertake to enhance the degree of fiscal transparency and public accountability.

To encourage a degree of consistency and facilitate comparisons among economies, Annex 2 provides a suggested template for the preparation of IER. The open-ended questions listed on the template are designed mainly to understand economy’s transparency practices for central governments, although they may also require information from sub-national governments or public corporations. Since the template is intended to be suggestive rather than prescriptive, modifications that make it easier to present information about the economy are welcome. 
The questions listed on the IER template are expected to be answered by authorities that are responsible for the allocation of budgetary resource or involved in the implementation and auditing of budgetary process. These authorities may include institutions such as the Ministry of Finance, Treasury Department, Office of Management and Budgets, Supreme Auditing Institution, and Council for Economic Development.  
Response Deadline

The deadline for submissions of the IER is Tuesday, May 14, 2013. 
This is necessary for IERs to appear in Part 3 of the AEPR. Please submit your IER or any queries to Ms. Sunny WU (kjwu@rdec.gov.tw) with a copy to tsaitsu@ntu.edu.tw and cclin@rdec.gov.tw. 

Reproduction Format
Economies will discuss and decide the reproduction format of 2013 AEPR in EC1.

· Print hard copies of full report for circulation at AELM
· Print executive summary only for circulation at AELM
· PDF publication only

Annex 1. Draft Outline for 2013 AEPR on Promoting Fiscal Transparency and Public Accountability
___________________________________________________________________

The 2013 AEPR describes APEC economies’ efforts on promoting fiscal transparency and public accountability and the key challenges that economies face. The structure of the report will consists of three main parts and the detailed outline is organized as follows.     

Part 1: Fiscal Transparency as a Key to Public Accountability
A. Background

1. Definitions of fiscal transparency

2. Linkages between fiscal transparency and public accountability 

B. Why Do We Need to Enhance Fiscal Transparency?

1. Worldwide financial crises since late 1990s

2. Fiscal transparency and sound financial management

3. International initiatives 

C. Promoting Fiscal Transparency in APEC Economies

1.  Historical review on dialogues and efforts to promote fiscal transparency 

2.  Key trends in the development of fiscal transparency

D. Future Challenges in Promoting Fiscal Transparency and Accountability

1. Bridging the gap between international standards and local practices

2. Strengthening the linkage between fiscal transparency and accountability

Part 2: Key Elements of Fiscal Transparency and Public Accountability
A. An Overview of the Scope of Fiscal Transparency

B. Clarity of Roles and Responsibilities

1. The scope of government (including relation between central and local government)
2. The framework for fiscal management: clear and open legal, regulatory, accounting, and administrative framework
3. Leadership challenges
C. Open Budget Processes

1. Sound budget preparation: compliance with a concrete timetable and well-defined macroeconomic and fiscal policy objectives

2. Clear Procedures for Budget Execution, monitoring, and reporting

D. Public Availability of Fiscal Information

1. Adequate and relevant fiscal information to the public : information on the past, current, and future fiscal activities, and on critical fiscal risk

2. Fiscal Information as a means to the ends of accountability
E. Assurance of Integrity

1. Control and data quality

2. Internal control and Risk Management

3. External scrutiny 
Part 3: Individual Economy Reports on Promoting Fiscal Transparency and Public Accountability 

      * Please refer to Annex 2 for the IER template.          

Annex 2. Template for Individual Economy Reports on 
Promoting Fiscal Transparency and Public Accountability         

___________________________________________________________________ 
<<Economy Name>>: Developments in Promoting Fiscal Transparency and Public Accountability

Section 1.  Fiscal Institutions of the Central Government
Please provide information on your economy’s fiscal institutions, including: (1) annual budget process, (2) budget law and regulations associated with government’s fiscal activities, including a brief description of the accounting frameworks used for public accounting, (3) ministries/agencies responsible for budgetary decisions and budget operations, and institutions overseeing budget process (e.g. Legislatures and Supreme Audit Institutions),  and (4) role of government agencies in managing fiscal pressures and budget processes.  An outline (chart/graphic) of the relationships between agencies would be useful for our attempt to make international comparisons. 
Section 2.  Assessing Fiscal Transparency and Accountability
Fiscal transparency, defined as the openness of the governmental fiscal and budgetary activities and documents, is a critical element of financial stability and long-term economic competitiveness. It allows for informed debate by both policy makers and the public, and helps achieving accountability for its implementation. By increasing the credibility of fiscal decisions, fiscal transparency fosters more favorable access to capital markets and enhances regional economic integration, thus leading to sustainable economic growth and prosperity at both domestic and international levels. It is why, in the 2002 APEC Ministerial Meeting, leaders agreed that transparency is the basic principle underlying trade liberalization and facilitation. Later in 2007 and 2011, leaders emphasized again that APEC fiscal sustainability principles include improving transparency and accountability to the public through appropriate means, and they welcome the efforts of APEC members to enhance public trust and accountability by committing to transparent governance. 
In the following paragraphs, we employ general principles of fiscal transparency and accountability established by OECD and IMF and transform them into diagnosis format for APEC economies to self-examine their institutional arrangements and performances of fiscal transparency. These open-ended questions focus mainly on the transparency practices for the central government, but economies are welcome to introduce, if any, different practices of their sub-national governments. It is also welcomed to modify the questions listed on the template if it helps the economy present information more clearly and effectively.  
1. Open Budget Processes
To hold government accountable to the public, budget preparation, execution and reporting should be undertaken in an open manner. Please describe the budget process in your IER and focus on addressing, but not limited, to the following points: 
· Does the budget preparation follow an established timetable? How much time does the Legislature have to review the draft budget? 

· What procedures are in place for budget execution, monitoring, and reporting? 

· How is budget preparation aligned with fiscal and other strategic objectives? Is the annual budget based on a longer-term (more than one year) macroeconomic and fiscal policy framework?
· Which agencies are responsible for the economic assumptions underlying the budget and the fiscal estimates respectively? Are all key economic assumptions disclosed explicitly?
2. Public Availability of Fiscal Information
Please describe the public accessibility to comprehensive fiscal information in your economy. You may want to include the following information in your description: 

· What kinds of fiscal reports are published on a regular basis and at what frequency? Are they free of charge and downloadable from the web?

· Is the fiscal data reported on a gross basis, distinguishing revenue, expenditure, and financing? Is expenditure classified by economic, functional, or administrative category? 

· Are government receipts from all revenue sources, including resource-related activities and foreign assistance, separately identified in the annual budget presentation? 

· What information on the financial position of the government do you publish? Is the information on the level and composition of national debt and financial assets published?

· What entities are included in the budget documentation? Do you report the fiscal position of sub-national governments and the finances of state-owned enterprises in the budget documentation?

· Do you publish information about significant tax expenditures
, contingent liabilities
, employee pension liabilities, and quasi-fiscal activities? Do you include an assessment of primary fiscal risks or fiscal sustainability in the budget documents? 
· Do you include performance information of major expenditure programs in the fiscal reports? Are they submitted to the Legislature? 
3. Assurance of Integrity and Accountability 
Government fiscal activities and information should be subjected to independent assurances of integrity, including internal oversights and external scrutiny. Besides, civil society organizations, media and the wider public should be empowered to actively participate in the budget process if the linkage between fiscal transparency and public accountability is to be enhanced. 
Please describe the institutional arrangements and practices relating the credibility and integrity of fiscal information in your economy. A succinct description of the following guidelines is recommended. 
· Are the government’s financial statements prepared on an accrual or cash basis? 

· What accounting standards are used to govern the preparation of the government’s financial statements? 

· Has your economy adopted International Public Sector Accounting Standards (IPSAS)? 

· If so, have IPSAS been adopted in part or in full?  How long have you used these standards? What have the advantages and/or challenges? 

· If not, is consideration being given to adopt IPSAS or converge existing standards to IPSAS? 

· Are major revisions to historical fiscal data and changes to data classification explained in the budget documentation? 

· Are government’s activities and finances internally audited? If yes, is it audited by an independent audit commission?  

· Are public finances and policies subject to scrutiny by a national audit body, i.e. Supreme Auditing Institution (SAI) / an independent audit commission? Is this institution independent of the executive branch? Is it required to submit all auditing reports to the legislature for review? Do you have mechanisms ensuring follow-up actions being taken by agencies? 

· Is there any independent expert or institution involved in the assessment of economic forecasts that underlie the budget?

· Does the government actively promote public understanding of the budget process and budget outcomes? How are citizens engaged during the budget process?  

Section 3. Challenges and Priorities for Future Reform
This section summarizes briefly key fiscal transparency developments in your economy and discusses the salient issues and challenges encountered in efforts to promote fiscal transparency and foster accountability in the past years. Additionally, please also describe priorities or plans for reform in the coming years with respect to: (1) open budget processes; (2) public availability of fiscal Information; and (3) assurance of integrity and accountability in your economy. 
Section 4. Resource Bibliography 
For the final draft of the AEPR, we hope to include a section on web resources available in each economy. Please provide a list of relevant website URLs and brief descriptions of each resource. Feel free to include references to both government and non-government resources. 
� Tax expenditure refers to revenue forgone as a result of selective provisions of tax code. Common examples include 1) deduction, exclusion, or exemption from the taxpayers’ taxable expenditure, income, or investment; 2) deferral of tax liabilities; and, 3) preferential tax rate.


� Contingent liabilities are liabilities that may or may not occur, depending on development of future events. Common examples consist of government loan guarantees, government insurance programs, and legal claims against government.





