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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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FURTHER INFORMATION

Corrections and Revisions

The data and analysis appearing in the Fiscal Monitor are compiled by IMF staff at the time of publication.
Every effort is made to ensure their timeliness, accuracy, and completeness. When errors are discovered, corrections
and revisions are incorporated into the digital editions available from the IMF website and on the IMF eLibrary.
All substantive changes are listed in the Table of Contents of the online PDF of the report.

Print and Digital Editions
Print
Print copies of this Fiscal Monitor can be ordered from the IMF Bookstore at imfbk.st/540741.

Digital
Multiple digital editions of the Fiscal Monitor, including ePub, enhanced PDFE, and HTML, are available on the
IMF eLibrary at www.elibrary.imf.org/ APR24FM.

Download a free PDF of the report and data sets for each of the figures therein from the IMF website at
www.imf.org/publications/fm, or scan the QR code below to access the Fiscal Monitor web page directly:

Copyright and Reuse

Information on the terms and conditions for reusing the contents of this publication are at www.imf.org/
external/terms.htm.
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FOREWORD

mid mounting debt, now is the time to
bring back sustainable public finances.

As prospects for a soft landing have improved,
especially in the United States, policy uncertainty
has declined and risks around the world economic
outlook are becoming better balanced (April 2024
World Economic Outlook). Inflation has fallen quickly
in recent months, leading to an optimistic mood in
financial markets. Markets seem convinced that most
of the road to restoring global price stability is behind
us, allowing major central banks to gradually ease
monetary policy rates in coming quarters (April 2024
Global Financial Stability Report). Sovereign bonds
spreads have narrowed, and countries in sub-Saharan
Africa, which had been inactive in international capital
markets since mid-2022, resumed bond issuance in
early 2024.

After jumping to record levels in 2020—as part
of the response to the COVID-19 pandemic—
deficits and debt fell sharply in 2021 and 2022. But
they increased in 2023, pausing progress toward
normalization. In 2024, overall deficits are projected to
narrow again.

Nevertheless, four years after the onset of the
pandemic, public debts and deficits are higher and
debts are projected to remain high. Chapter 1 of the
Fiscal Monitor documents divergences in fiscal policies
around the world. First, the projected rise in global
public debt is mainly driven by China and the United
States, where public debt is now higher and expected to
grow faster than prepandemic projections. Fiscal policy
developments in these major economies, notably in the
United States, have implications for global financing
conditions. In many other countries, fiscal policy is
projected to reduce or to stabilize public-debt-to-GDP
ratios, though at levels higher than before the pandemic.
Yet primary deficits will remain above debt-stabilizing
levels in 2029 under current projections in more than
one-third of advanced and emerging market economies
and more than one-quarter of low-income developing
countries. Another divergent trend affects low-income
developing countries. It is in these countries that

scarring from the pandemic is most significant. It is also
in these countries that financing is most scarce, shaping
the evolution of deficits and debt. These severe limits
on policy space limit the ability of the state to support
growth and development.

Six months ago, the Fiscal Monitor emphasized the
policy trilemma associated with, first, strong spending
pressures on national budgets—including from
wages, pensions, health care, industrial policies, the
environment, defense, and Sustainable Development
Goals; second, political resistance to taxation; and
third, the need to contain debt and deficits to deliver
fiscal sustainability and financial stability. Now, higher
interest rates and lower medium-term growth prospects
add to the more challenging debt dynamics.

Furthermore, the risks of fiscal slippages are
particularly pronounced this time around. In fact,
2024 is the year when the political aspect of the policy
trilemma described here will exert a heavy influence,
in the form of the Great Election Year. Eighty-cight
countries have already held or will hold elections
this year. Empirical evidence points to a bias toward
fiscal slippages in elections years. And this time, the
political discourse is particularly loud in favor of fiscal
expansion.

In this context, durable and credible fiscal
consolidation is needed to reestablish sound public
finances, to build budgetary space for priority
investments, and to deal with future shocks. Tackling
debt and deficits today helps to avoid more painful
adjustments later. Fiscal tightening would also be an
important contribution to completing the last mile of
disinflation (especially in economies characterized by
excess demand).

But while domestic resource mobilization—
including strong tax capacity, state capacity, and a
mature domestic public debt market—favor sustainable
development, they are far from sufficient. And, in
the absence of economic growth, even sound public
finances will be eventually undermined. In the
long run, economic potential is mainly driven by
productivity growth. And productivity growth, in
turn, is driven by the production and diffusion of

innovations.
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Should we welcome or fear potentially disruptive
innovations such as generative artificial intelligence?
On one hand, we should welcome them, as they
could generate a cascade of societal transformations
that drive growth and development. We have seen the
potential of technological advancements to deliver
unprecedented levels of shared prosperity since
the invention of the steam engine led to the first
Industrial Revolution. At the same time, we should
beware disruptive innovations, as they promote the
automation of tasks, allowing machines to substitute

X International Monetary Fund | April 2024

for human labor. Fiscal policies have a role to play in
directing innovation and ensuring the overall gains

are fairly and widely shared. Chapter 2 of the Fiscal
Monitor delves into this issue, showing how a well-
designed innovation fiscal policy mix, alongside other
structural reforms, is key to deliver sustainable long-
run growth. However, attaining the world’s innovation

potential requires deepening international cooperation.

Vitor Gaspar
Director of the Fiscal Affairs Department



EXECUTIVE SUMMARY

Chapter 1: Fiscal Policy in the
Great Election Year

Even as the economic and financial outlook for
the global economy is stabilizing (April 2024 Warld
Economic Outlook), efforts to normalize fiscal policy
continue to struggle with the legacies of high debt
and deficits while facing new challenges. After a brisk
reduction in fiscal deficits and public debt levels in
2021-22, fiscal aggregates turned in 2023, halting
progress toward policy normalization. Durable
fiscal consolidation efforts are needed to safeguard
sustainable public finances and rebuild buffers in a
context of slowing medium-term growth prospects and
high real interest rates. Fiscal tightening would also
support the “last mile” of disinflation, especially in
overheated economies.

Four years after the COVID-19 pandemic outbreak,
fiscal deficits and debts are higher than prepandemic
projections. Higher interest rates pushed up interest
expenses, while spending on social benefits, subsidies,
and transfers was buoyed by the extension of support
measures enacted in response to the pandemic and
energy price shocks. Many economies introduced
new fiscal initiatives to cut taxes and social security
contributions and increase spending through higher
wage bills, social benefits, and industrial policy
measures. These initiatives were only partially offset by
revenue gains from past inflation as inflation surprises
waned and tax brackets caught up with wage growth.
Financing for most low-income developing economies
remained scarce, determining the evolution of fiscal
balances.

In 2024, overall primary deficits are expected to
narrow to 4.9 percent of GDP. However, substantial
risks to public finances remain, and resuming fiscal
policy normalization will require significant efforts
against several headwinds. The risks of fiscal slippages
are particularly acute given that 2024 is what is being
called the “Great Election Year”: 88 economies or
economic areas representing more than half of the
world’s population and GDP have already held or will
hold elections during the year. Support for increased
government spending has grown across the political

spectrum over the past several decades, making this
year especially challenging, as empirical evidence shows
that fiscal policy tends to be looser, and slippages
larger, during election years.

While inflation has been easing, the pace of the
last mile of its descent to target remains uncertain.
Financing conditions are sensitive to the inflation
outlook as well as to interest rates and fiscal policy
developments in major economies. Loose fiscal policy
and rising debt levels, in addition to monetary policy
tightening, have contributed to the increase in long-
term government yields and their heightened volatility
in the United States, raising risks elsewhere through
interest rate spillovers. Slowing growth and financial
turbulence in China could weigh on global growth and
trade, posing fiscal challenges for countries with strong
trade and investment linkages. Governments may also
feel pressure to further extend fiscal support in the
event of renewed supply disruptions and price shocks.
Finally, debt refinancing risks remain high for many
countries.

Improvements in fiscal aggregates are expected to be
modest under current policies. Deficits and debts are
projected to remain higher over the medium term than
was expected before the pandemic. Without decisive
fiscal efforts, postpandemic fiscal policy normalization
may remain incomplete in the years to come. Global
public debt is projected to approach 99 percent of
GDP by 2029, driven by China and the United States
where, under current policies, public debt is projected
to continue rising beyond historical peaks. Spending
pressures to address structural challenges, including
demographic and green transitions, are becoming more
pressing. At the same time, slowing growth prospects
and still-high interest rates are likely to further
constrain fiscal space in most economies.

Fiscal consolidation is needed in most countries to
strengthen debt sustainability and financial stability.
While the pace of fiscal consolidation should be
calibrated to strike a balance between fiscal risks and
the strength of private demand, up-front actions are
needed in many cases, especially where sovereign risks
are elevated and a credible medium-term framework
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is lacking. Crisis-era support measures should be
immediately terminated, and the political budget cycle
and the drive to further increase spending should be
resisted. Reforms are needed to contain rising spending
pressures—for instance, through entitlement reforms
in advanced economies with aging populations and
improving the targeting and efficiency of social safety
nets to support the most vulnerable populations.
A well-designed fiscal policy mix that supports
innovation in the sectors with the largest spillovers
and emphasizes public funding for fundamental
research could substantially boost long-term growth
for economies at the technology frontier (Chapter 2).
Tax revenues should keep up with spending over time.
Emerging market and developing economies have a
significant scope to increase tax revenues by upgrading
tax systems, expanding tax bases, and enhancing
institutional capacity. This could also help pay for
strategic public investments needed to facilitate the
diffusion of green and digital technologies. A risk-
based credible fiscal framework could help guide
the process to rebuild fiscal space and reduce debt
vulnerabilities.

Stronger international cooperation is needed to
address multiple challenges that lie ahead. More
rapid improvements in the global debt restructuring
architecture, including through the Group of Twenty’s
Common Framework and enhancement of the global
financial safety net, could help the most vulnerable
economies in debt distress restore debt sustainability.
Continued engagement on technical issues, including
through the Global Sovereign Debt Roundtable,
is essential. Efforts to improve fiscal and debt
transparency would facilitate the debt restructuring
process. International cooperation on corporate
taxation and carbon pricing will encourage necessary
investments by mobilizing resources to address

common concerns.

Chapter 2: Expanding Frontiers: Fiscal Policies
for Innovation and Technology Diffusion

Innovation—defined as the invention and
introduction of new or improved products and
processes—is a key driver of productivity growth and
better living standards. Yet despite rapid advances
in digital technologies and artificial intelligence
(AI), productivity growth has fallen over the past
two decades and global growth prospects for the
medium term are weak. The pace of innovation is
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unbalanced across sectors and increasingly driven by
applied research that does not generate wide-ranging
knowledge spillovers. Moreover, the diffusion of
innovation across countries and firms has slowed,
particularly the adoption of low-carbon and digital
technologies.

Improving growth prospects is essential amid high
government debt, population aging, climate change,
and large convergence gaps across countries. But
promoting long-term growth can be challenging in a
more fiscally constrained world. This Fiscal Monitor
shows that well-designed fiscal policies to stimulate
innovation and the diffusion of technology can deliver
faster productivity and economic growth across
countries.

Directing Innovation to Specific Sectors: When and How

Industrial policy that steers innovation toward
specific sectors such as “green” (low-carbon)
technologies and Al is experiencing a resurgence in
many major economies amid concerns about economic
and national security, often at a hefty fiscal expense.
History shows that industrial policy is prone to policy
mistakes. Even when projects transform industries,
they often entail high fiscal costs and negative cross-
border spillovers.

This chapter presents a novel model-based
framework to assess when and how fiscal support
to innovation should be targeted to specific sectors.
Industrial policy for innovation only generates
productivity and welfare gains under restrictive
conditions. Targeted sectors must generate measurable
social benefits (such as lower carbon emissions or
higher knowledge spillovers to other sectors), and
implementation capacity must be strong. Welfare gains
from industrial policy easily turn negative if subsidies
are misdirected (for example, toward politically
connected sectors) instead of being driven by social
returns. Policies discriminating against foreign firms
can prove particularly self-defeating, as a large share
of knowledge is imported even in major advanced
economies, and such policies can trigger costly
retaliation.

The case for subsidizing innovation in Al is unclear,
since the technology has already matured to the
commercial adoption phase. Priority should be given
to technologies that expand human capabilities and to
facilitating the adoption of Al in sectors with greater
social benefits.



A Pro-Innovation Fiscal Policy Mix

Advanced and emerging market economies need
a policy mix that supports innovation more broadly
at the global technology frontier, especially because
fundamental research with broad applications is
underfunded in many countries. But the efficiency
of the innovation policy toolkit matters, particularly
when fiscal space is limited. This chapter presents a
cost-effective mix of complementary policies, focusing
on design features. This mix entails a combination
of public funding for fundamental research, research
and development (R&D) grants for innovative
start-ups, and R&D tax incentives to encourage
applied innovation across firms. Close public—private
cooperation can create positive synergies at a lower cost
to public finances.

Analyses show that a well-designed innovation
policy mix can yield substantial growth and fiscal
dividends, raising long-term GDP by $3 to $4 for each
dollar of fiscal cost. This implies that increasing R&D
support by 0.5 percentage point of GDP annually, or
about 50 percent of the current level in Organisation
for Economic Co-operation and Development
economies, could raise GDP by up to 2 percent and
reduce the debt-to-GDP ratio for an average advanced
economy over an eight-year horizon. Economies with
ample fiscal space could accommodate this approach,
but funding for innovation may be problematic for
countries with immediate fiscal constraints.

Careful design and targeting of fiscal incentives
across firms and along the innovation lifecycle is
crucial to minimize fiscal costs and avoid capture by
large established firms that could stymie innovation.
To foster innovation, it is critical to develop a
coherent and simple tax system with broad bases
and low rates while instituting systematic evaluation.
Complementary structural, competition, trade, and
financial policies need to ensure a level playing field,
reap gains from cooperation, and provide innovative
firms with adequate access to financing.

Facilitating the Diffusion and Adoption of Technology

Countries below the technology frontier (primarily
emerging market and developing economies) can reap
larger productivity dividends by prioritizing policies

EXECUTIVE SUMMARY

that promote the diffusion of technologies developed
elsewhere.

Strategic public investments in human capital
and infrastructure, especially in digital infrastructure
and skills, facilitate the adoption of cross-border
technology. A 1 percent increase in education spending
can boost medium-term GDP by as much as 1.9
percent in emerging market and developing economies,
on average, by increasing technology diffusion.
Similarly, improving the quality of trade and transport
infrastructure in an average low-income country to
bridge one-third of the gap with emerging market
economies could lift GDP by 0.6 percent over the
medium term. Public investment and financing are
particularly beneficial to overcome barriers to green
diffusion, as many of the technologies needed to cut
carbon emissions already exist.

Investments in digital skills and infrastructure
can also accelerate the diffusion of technology from
frontier (high-productivity) firms to laggard firms.
Targeted fiscal incentives for technology upgrades
(such as revenue-neutral investment tax credits for
firms acquiring frontier technology) can further speed
up green and digital technology diffusion, raising
aggregate productivity.

To pay for such priority spending and reap its
dividends for growth, countries need to improve
the efficiency of expenditure and upgrade tax
systems. A broad-based value-added tax with a
simplified collection mechanism for services trade
facilitates diffusion and can help raise revenue.

Scaling back ineffective corporate tax incentives and
effectively addressing international tax avoidance by
multinationals would also help, increasing annual
tax revenue by up to 1 percent of GDP in some
developing economies.

Reaching the world’s full innovative potential and
accelerating the diffusion of technology requires
maintaining and deepening international collaboration.
Economies farther away from the technological
frontier could lose the most from inward-looking
policies, given their reliance on foreign technology.
Coordinating innovation policies is critical to catalyze
cross-border knowledge spillovers, harness the potential
of ongoing green and digital transformations, and
expand the frontier for all.
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FISCAL POLICY IN THE GREAT ELECTION YEAR

Introduction

Inflation has fallen, financing conditions have
improved, and risks of major disruptions in the global
economy have so far been averted. However, the
distribution of debts, deficits, and public finance risks
and vulnerabilities has changed little. While monetary
policy remained restrictive in more than 85 percent
of the world’s economies in 2023, only half of them
tightened fiscal policy, down from about 70 percent
in 2022 (Figure 1.1, panel 1). Revenue windfalls
from inflation surprises dwindled (Figure 1.1,
panel 2),! and spending remained high as a result of
legacies of fiscal measures to address the pandemic
crisis and the introduction of new fiscal support
measures in many economies. As a consequence,
momentum toward fiscal policy normalization that
would bring fiscal balances back to prepandemic
levels faltered. Decisive fiscal consolidation efforts are
needed to safeguard sustainable public finances and
rebuild fiscal buffers in a context of elevated public
debt, slowing medium-term growth prospects, and
still-high interest rates. Fiscal adjustment will also
support the “last mile” of disinflation, especially in
overheated economies.

After sharp declines in 2021-22, global public
debt edged up again in 2023 and remained above
prepandemic levels by 9 percentage points of GDP
(Gaspar, Poplawski-Ribeiro, and Yoo 2023). The
share of low-income countries and emerging markets
in or at high risk of debt distress remained elevated.?
Revenues in advanced economies (excluding the United
States) and emerging market economies (excluding
China) exceeded prepandemic projections by about
1.4 percentage points of GDP, as past inflation
provided a boost through bracket creep effects

!nflation surprises refer to the component of actual inflation
that was not expected by forecasters, who are proxied here by IMF
forecasts. For public finances, it is critical to distinguish between
the expected and unexpected components of high inflation, for the
reasons discussed in Chapter 2 of the April 2023 Fiscal Monitor.
2Since 2020, Argentina, Belize, Ecuador, Ethiopia, Ghana, Lebanon,
Russia, Sri Lanka, Suriname, Ukraine, and Zambia have defaulted.

(Figure 1.2, panel 1).> However, primary spending
remained more than 3 percentage points of GDP
above prepandemic projections in advanced economies
excluding the United States and over 2 percentage
points of GDP in emerging market economies
excluding China. Increased social spending was the
main driver of higher spending in emerging market
and developing economies. In advanced economies,
higher spending reflected a slow unwinding of
pandemic crisis subsidies and transfers (Figure 1.2,
panel 2), alongside new industrial policy measures,
subsidies, and tax incentives (Japan, United States).
Higher nominal interest rates pushed up net interest
outlays in most economies.

Risks to public finances remain high. Fiscal tightening
is projected for 2024, but it is subject to considerable
uncertainty. Long-term government bond yields in the
United States remain elevated and sensitive to inflation
developments and monetary policy decisions. This could
lead to volatile financing conditions in other economies
(Figure 1.3). In addition, weaker-than-expected
economic activity in China could weigh on global
growth and trade, creating fiscal challenges, especially
for countries with close economic relationships with
China through trade and investment channels.

The most acute risk to public finances arises from
the record number of elections being held in 2024,
which has led to it being dubbed the “Great Election
Year.” Election years are often associated with fiscal
slippage, and this risk is further amplified by the current
context of increased demand for social spending. Finally,
an intensification of geopolitical factors and natural
disasters could add pressures to extend fiscal support.

Over the medium term, global public debt is projected
to remain on an upward trend, driven by the world’s
two largest economies, China and the United States,

3Bracket creep effects refer to situations in which inflation pushes
taxpayers into higher income tax brackets or subjects them to
higher tax rates over time, even though their real incomes have not
increased (Beer, Griffiths, and Klemm 2023).

4Online Annex 1.1 further reports comparisons of current fiscal
estimations for 2023 and projections for 2024 with respect to
prepandemic projections, stratifying countries by initial levels of
public debt and tax effort.
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Figure 1.1. Inflation Surprises and the Fiscal and Monetary Policy Mix

1. Fiscal and Monetary Policy Mix 2. Inflation Surprises and Primary Balances
(Percent of economies)

W Loosening fiscal + loosening monetary M Loosening fiscal + unchanged monetary 10- W Annual changes in primary balance (left scale) -10
Loosening fiscal + tightening monetary Tightening fiscal + loosening monetary & 8- @ Inflation surprises (right scale) ° -8
Tightening fiscal + unchanged monetary M Tightening fiscal + tightening monetary © @

72 Fiscal loosening (2024 prj.) 2 Fiscal tightening (2024 prj.) b 6- ° -6 £

€ 4- -4 S
8 2- -2 2
g0 05
S —2- -2 8
g —4- -4
o -6 Il Il Il Il -6

N N N N o N

AN N AN N AN N [a o] AN N

o o o o o

N N N N N

United | Advanced China Emerging |Low-income

States | economies markets | developing

([ countries

Sources: Bank for International Settlements 2023; IMF, World Economic Outlook (WEO) database; and IMF staff calculations.

Note: In panel 1, fiscal policy is tightening (loosening) if the annual change in the cyclically adjusted primary balance is positive (negative or zero). Monetary policy is
tightening (loosening) if the annual change in the central bank policy rate is positive (negative or zero). The sample comprises 34 advanced economies and 20 emerging
market economies. Panel 2 defines inflation surprises as differences between inflation forecasts from the April WEQ of the following year and the October WEOQ of the
previous year. The sample comprises 40 advanced economies, 89 emerging market economies, and 57 low-income developing countries. prj. = projected.

Figure 1.2. Postpandemic Fiscal Policy Legacies
(Percentage points of GDP)

1. Current versus Prepandemic Projections for Fiscal Deficits 2. Subsidies, Transfers, and Grants
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Sources: IMF, Government Finance Statistics database; IMF, World Economic Outlook (WEQ) database; and IMF staff calculations.

Note: In panel 1, for China, social benefit spending is not separately reported in the WEQ. Current projections refer to the April 2024 WEO; prepandemic projections are from
the October 2019 WEO. In panel 2, “Transfers” refers to fiscal allocations that are not classified as part of any other category, excluding current transfers to households that
are already classified as social benefits. excl. = excluding.

where under current policies, public debt is projected the planned adjustments, public gross financing needs are
to continue increasing beyond historical highs. In many expected to remain elevated in many countries, indicating
other economies, gradual fiscal consolidation is projected that fiscal policy will remain highly sensitive to financing
to stabilize public-debt-to-GDP ratios, albeit at levels conditions. Moreover, pressures to address long-standing
higher than those before the pandemic. Cuts in primary challenges arising from climate and demographic
spending (by about 2 percentage points of GDP between transitions loom large, even as new mandates from

2024 and 2029, on average, if China and the United industrial policies and defense spending are rising.

States are excluded from consideration) are expected to In emerging market and developing economies,

lead the adjustment. Revenues are projected to decline achieving the UN Sustainable Development Goals

(by 0.8 percentage point of GDP) and interest expenses will add to public expenses, notably in the context of

to rise (by about 0.2 percentage point of GDP). Despite elevated food insecurity and global poverty. Although
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Figure 1.3. Interest Payments
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Sources: IMF, World Economic Outlook database; and IMF staff calculations.

artificial intelligence could boost productivity and help
improve revenue capacity in the coming years, its net
fiscal impact is uncertain, as managing adverse effects
on labor markets and levels of inequality will require
fiscal support (Brollo and others 2024).

Many countries need larger fiscal adjustments than
those currently envisaged to safeguard fiscal sustainability
and rebuild buffers while protecting their most
vulnerable populations. Delaying the consolidation could
increase vulnerabilities and limit fiscal space to deal
with future crises, potentially leading to a more painful
fiscal adjustment and adverse financial consequences.
Fiscal restraint in the near term could also support
the disinflation process as inflation continues its final
descent to target (April 2024 World Economic Outlook).
Governments should immediately phase out legacies
of pandemic-era fiscal policy, including measures to
offset high energy prices, and pursue further reforms to
curb rising spending. It is also imperative that spending
increases be paired with corresponding rises in revenue
over time. Accomplishing this will require enhancing the
design of tax systems and bolstering institutional capacity.
Given declining medium-term growth prospects, fiscal
policy should encourage innovation, including in green
sectors, and facilitate the adoption of technology to
support higher productivity growth (Chapter 2). Careful
design and targeting of fiscal incentives across firms and
along the innovation life cycle are crucial to minimize
fiscal costs and avoid misallocation.

Recent Fiscal Developments and Qutlook

Following improvements in 2021-22, global
fiscal deficits increased by 1.6 percentage points
to 5.5 percent of GDP on average in 2023
(Table 1.1), and global public debt inched up by

CHAPTER 1  FISCAL POLICY IN THE GREAT ELECTION YEAR

about 2 percentage points to 93.2 percent of GDP
(Table 1.2). With expenditures remaining virtually
unchanged compared with 2022, a fall in revenues

was the main driver of the uptick in fiscal deficits, as
windfall revenues from inflation waned. Oil producers
and commodity exporters reported much lower fiscal
surpluses (0.5 percent of GDP) than in 2022, with

a significant decline in revenues (about 3 percentage
points of GDP, on average) as global commodity prices
declined from their levels in 2022.

Fiscal tightening is projected to resume in 2024, albeit
gradually, bringing the global deficit down to 4.9 percent
of GDP. Moreover, fiscal consolidation over the medium
term is expected to remain modest, with the overall
deficit projected to stabilize at 4.3 percent of GDP by
2029, about 0.7 percentage point higher than in 2019.
In many economies, the projected adjustment will help
stabilize debt over the medium term. Nevertheless, global
debt is projected to increase to close to 100 percent
of GDP by 2029. The increase will be led by some
large economies (for example, China, Italy, the United
Kingdom, and the United States), which critically need
to take policy action to address fundamental imbalances
between spending and revenues.

The Two Largest Economies: Driving Global Trends
China and the United States critically shape global fiscal

developments and outlooks. In both economies, public
debt is projected under current policies to nearly double
by 2053 (Figure 1.4). How these two economies manage
their fiscal policies could therefore have profound effects
on the global economy and pose significant risks for

baseline fiscal projections in other economies.

United States

In 2023, the United States experienced remarkably
large fiscal slippages, with the general government
fiscal deficit rising to 8.8 percent of GDP from
4.1 percent of GDP in 2022, despite strong growth.
Income tax revenues fell sharply, by 3.1 percentage
points of GDP, owing to lower capital gains taxes in
2023 and delayed tax payment deadlines. Spending,
in turn, increased by 1.3 percentage point of GDP?

SPrimary spending rose by 0.9 percentage point of GDP, with that
rise reflecting, among others, the increase in mandatory spending
(0.3 percentage point on Social Security and other health care
programs), the new income-driven student debt repayment program
(0.3 percentage point), increases in Federal Deposit Insurance
Corporation outlays (0.2 percentage point), and a decline in income
security program outlays (0.6 percentage point).

International Monetary Fund | April 2024 3



FISCAL MONITOR: FISCAL POLICY IN THE GREAT ELECTION YEAR

Table 1.1. General Government Fiscal Balance, 2019-29: Overall Balance
(Percent of GDP, unless noted otherwise)

Projections
2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
World -36 -95 -63 -39 -55 -49 -47 -45 -44 -44 -43
Advanced Economies -30 -102 -72 -31 -56 -44 -42 -39 -38 -38 -36
Advanced Economies excl. US -1.1 -76 -44 -24 30 -27 -20 -18 -7 -17 -17
Canada 00 -109 -29 01 -06 -11 -09 -07 -07 -06 -04
Euro Area -06 -70 52 37 35 -29 -26 -25 -24 -23 -23
France -3.1 -90 65 -48 -55 49 -49 44 -43 -41 -39
Germany 15 -43 -36 -25 -21 -15 -13 -09 -07 -05 -05
Italy -15 94 -87 -86 -72 46 -32 -30 -29 -30 -30
Spain’ -31 -101 -67 -47 -36 -31 30 -32 -33 -30 -30
Japan -30 91 -61 44 58 65 -32 -29 -31 -34 -38
United Kingdom -25 -131 -79 -47 -60 -46 37 -37 -36 -35 -34
United States? -58 -139 -111 41 -88 65 -71 66 62 64 -60
Other Advanced Economies -0.1 -48 -1.1 08 0.1 0.0 0.2 0.4 0.5 0.6 0.5
Emerging Market and Developing Economies -44 -85 -50 -49 -54 -55 53 -52 -51 -51 -5.0
Emerging Market and Middle-Income Economies -4.4 -87 -50 -49 -55 -56 -54 -53 -52 52 -52
Emerging Markets excl. China -32 -78 -40 -28 -42 -43 -37 -34 -33 -32 -31
Excluding MENA 0il Producers -4.6 -88 -3 57 -60 -61 58 -57 -56 56 -55
Asia -57 96 63 -72 -67 -69 -70 -71 -70 69 -69
China® —6.1 97 -60 -75 -71 -74 -76 -78 -78 -78 -79
India -77 -129 -86 92 -86 -78 -76 -73 -70 6.8 -6.6
Vietnam -04 -29 -14 03 -16 -24 -24 25 -25 -25 -25
Europe -06 54 -17 -24 -43 -40 -31 -26 -24 -24 -22
Russia 1.9 40 08 -14 -23 -19 -12 -05 -02 -02 0.2
Latin America -3.8 -83 -38 -33 -51 -47 34 -31 -28 -26 -25
Brazil -50 -119 -25 -31 -79 63 55 -52 50 -46 -44
Mexico -23 43 -38 -43 -43 -59 30 -27 -27 27 27
MENA -23 -83 -19 38 06 -15 -11 -11 -13 -13 -13
Saudi Arabia -42 -107 -22 25 -20 -28 -16 -20 -25 -25 -25
South Africa -47 96 55 43 60 61 63 -56 54 -56 58
Low-Income Developing Countries -4.0 53 -46 -45 -40 -36 -34 -33 -32 -32 -32
Kenya -74 81 -72 61 53 40 -32 -30 -31 -32 -35
Nigeria -47 56 -5 -54 -42 -46 -42 -36 -39 -43 -42
0il Producers 00 -74 -06 3.0 04 -02 0.0 0.1 00 -01 -0.1
Memorandum
World Output (percent) 2.8 -2.7 6.5 3.5 3.2 3.2 3.2 3.2 3.1 3.1 3.1

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. For many
economies, 2023 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. excl. = excluding; MENA = Middle East and North Africa.

"Including financial sector support.

2For 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.

3 China's deficit and public debt numbers presented in this table cover a narrower perimeter of the general government than the IMF staff estimates in China
Article IV reports (see IMF 2024 for a reconciliation of the two estimates).

The overall fiscal deficit is projected to persist at more expectations. The ensuing monetary tightening cycle

than 6 percent of GDP over the medium term. since 2022 has lifted markets’ expectations regarding
Financing costs have increased substantially in recent  the paths of short-term interest rates and nominal

years. Nominal yields on 10-year US Treasury bonds yields of long-term bonds (see Chapter 1 of the

surged from below 1 percent in 2020 to 5 percent in October 2023 and the April 2024 Global Financial

October 2023, the highest level in 16 years, before Stability Reports).

receding to about 4 percent more recently (Figure 1.5) By adding to inflationary pressures, fiscal policy may

amid a rapid pickup in inflation and inflation also have affected nominal interest rates (see Chapter 2
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Table 1.2. General Government Debt, 2019-29

CHAPTER 1

FISCAL POLICY IN THE GREAT ELECTION YEAR

(Percent of GDP)
Projections

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Gross Debt
World! 842 994 947 913 932 938 951 963 971 981 98.8
Advanced Economies 1039 1224 1162 111.2 111.0 111.2 1124 1134 1140 1147 1151
Advanced Economies excl. US 1009 1156 110.0 1042 1020 101.3 1009 100.7 1003 100.2 99.7
Canada? 90.2 118.2 1135 1074 1071 1047 1021 1002 986 971 954
Euro Area 841 972 947 908 886 887 883 832 879 879 877
France 974 1147 1130 1118 1106 1116 1128 1134 1141 1146 115.2
Germany 596 688 69.0 661 643 637 623 61.0 598 587 57.7
Italy 1342 1549 1471 1405 1373 139.2 1404 142.6 1431 1447 1449
Spain 982 1203 116.8 1116 1075 106.3 1049 1050 1051 1046 104.2
Japan 236.4 258.3 253.9 2572 2524 2546 2526 251.3 251.0 251.0 251.7
United Kingdom 85.7 1058 105.2 1004 101.1 1043 106.4 107.3 1083 109.2 110.1
United States? 108.1 132.0 125.0 120.0 1221 1233 126.6 1289 130.7 132.6 133.9
Emerging Market and Developing Economies 550 646 639 640 680 694 713 733 750 767 781
Emerging Market and Middle-Income Economies 55.7 655 647 648 689 703 725 746 765 784 80.
Emerging Markets excl. China 521 615 584 550 577 b56.7 570 573 575 576 57.6
Excluding MENA Qil Producers 573 670 665 674 717 732 755 777 796 815 833
Asia 595 697 709 742 790 824 854 832 909 934 957
China? 604 701 718 771 836 886 93.0 975 101.8 106.0 110.1
India 750 884 835 817 827 825 818 809 799 788 775
Vietnam 408 411 390 346 340 335 329 326 324 324 330
Europe 285 370 344 319 339 3.2 377 391 401 410 418
Russia 137 192 164 185 197 208 219 228 233 237 240
Latin America 676 766 708 683 741 685 684 682 679 676 672
Brazil* 871 960 889 839 847 867 893 909 924 934 939
Mexico 519 585 569 542 531 556 554 554 556 558 56.1
MENA Region 434 546 515 435 431 423 414 420 426 434 440
Saudi Arabia 216 310 286 239 262 275 276 284 295 307 315
South Africa 561 689 688 711 739 754 779 800 819 838 857
Low-Income Developing Countries 429 494 492 505 532 518 500 490 473 463 45.2
Kenya 591 680 682 684 733 730 703 675 654 634 617
Nigeria 292 345 357 394 463 466 468 466 465 470 46.8
0il Producers 455 598 551 488 508 501 501 503 504 507 508

Net Debtd

World! 683 797 773 738 747 753 764 771 776 783 787
Advanced Economies 749 867 840 809 819 825 838 847 854 862 86.8
Canada? 87 161 143 156 128 133 134 133 131 131 129
Euro Area 691 790 776 755 745 749 749 751 751 754 754
France 88.9 101.2 1004 1012 1024 1034 104.6 1052 1058 106.4 106.9
Germany 40.3 457 468 471 464 464 457 450 443 436 43.0
Italy 121.7 1415 1348 1291 1266 1289 1303 1328 1335 1354 1358
Spain 837 1031 1012 974 933 924 914 915 918 918 918
Japan 151.7 162.0 156.4 150.3 1559 157.7 1557 1541 1533 1529 1529
United Kingdom 758 931 917 905 925 929 947 955 964 972 98.0
United States? 832 980 978 947 963 976 100.7 1029 104.6 106.5 108.0

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. For many
economies, 2022 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. excl. = excluding; MENA = Middle East and North Africa.
TGross and net debt averages do not include the debt incurred by the European Union and used to finance the grants portion of the NextGenerationEU
package. This debt totaled €58 billion (0.4 percent of European Union GDP) as of December 31, 2021, and €158 hillion (1 percent of European Union GDP)
as of February 16, 2023. Debt incurred by the European Union and used to onlend to member states is included within member state debt data and regional

aggregates.

2For cross-economy comparability, gross and net debt levels reported by national statistical agencies for economies 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.

3 China's deficit and public debt numbers presented in this table cover a narrower perimeter of the general government than the IMF staff estimates in China
Article IV reports (see IMF 2024 for a reconciliation of the two estimates).

4Gross debt refers to the nonfinancial public sector, excluding Eletrobras and Petrobras, and includes sovereign debt held on the balance shest of the central

bank.

5Net debt refers to gross debt minus financial assets in the form of debt instruments.
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Figure 1.4. Evolution of Public Debt in the Two Giants:
The United States and China

(Percent of GDP)
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Sources: IMF 2024; US Congressional Budget Office 2024; and IMF staff
calculations.

Note: For the United States, the figure shows federal debt held by the public under
unchanged policies. For China, it shows augmented debt, which expands the
perimeter of government to include the activity of local government financing
vehicles (LGFVs), government guided funds, and special construction funds (see
Table 4 and Appendix lIl in IMF 2024). This is different from debt numbers shown
in Table 1.2 which excludes about one-third of local government financing vehicles
debts that are categorized as government guaranteed debt or “possible to be
recognized debt” as well as debt tied to special construction and government
guided funds. The projection for the United States assumes unchanged policies
over the forecast horizon. The projection for China reflects the IMF staff’s baseline
scenario.

of the April 2023 Fiscal Monitor; see also Bianchi

and Melosi 2022). Decomposing the drivers of core
inflation empirically to parse the effects of fiscal shocks
in the United States reveals that contributions from
fiscal policy in cumulative terms remained statistically
significant in 2023, at about 0.5 percentage point
(Figure 1.6).

The rise in nominal term premiums also contributed
to the surge in nominal Treasury yields in mid-2023.6
This rise reflects several factors, including the perceived
risk of sustained inflation and uncertainty about the
future path of monetary policy (US Congressional
Budget Office 2023). Further, the Treasury’s plans
to issue more debt, coinciding with quantitative
tightening, likely contributed to heightened volatility
in bond markets and a rise in term premiums (see
Chapter 1 of the October 2023 and April 2024 Global
Financial Stability Reports). Empirical evidence suggests
that all else being equal, a 1 percentage point increase

®Nominal term premiums are the additional nominal returns to
the short-term nominal interest rate paid to bondholders for the
extra risk associated with holding long-term bonds. The estimation
of nominal term premiums uses the methodology based on Adrian,
Crump, and Moench (2013).

6 International Monetary Fund | April 2024

Figure 1.5. Nominal Yields and Term Premiums for 10-Year

US Treasuries
(Percent)
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Source: Federal Reserve Bank of New York.
Note: The decomposition into monthly risk-neutral yields and term premiums is
based on Adrian, Crump, and Moench (2013).

in the US primary deficit is associated with a rise in
term premiums of about 11 basis points in the quarters
that follow (Figure 1.7; Online Annex 1.2).

Large and sudden increases in nominal Treasury
yields typically lead to surges in government bond
yields and exchange rate turbulence in emerging
market and developing economies. An empirical
analysis to quantify the spillovers of US long-term
nominal interest rates to nominal rates in other
economies suggests that a 1 percentage point spike in
US rates is associated with a rise in long-term nominal
interest rates that peaks at 90 basis points in other
advanced economies, with a persistent impact over

Figure 1.6. Decomposition of Changes in US Core Inflation
(Percentage points)
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3- Nonfiscal shocks -
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Sources: IMF, World Economic Outlook database; and IMF staff calculations.
Note: The model is estimated using a vector autoregression model including real
GDP growth, year-over-year core inflation, the short-term interest rate, and the
primary fiscal balance in percent of GDP. The fiscal shock is identified via sign
restrictions only on the contemporaneous effects (that is, fiscal tightening raises
the primary balance and lowers GDP growth or inflation). Nonfiscal factors
represent the sum of aggregate demand shocks, aggregate supply shocks, and
other factors. See Nguyen, Takizawa, and Vassileva (2023) for more details.



Figure 1.7. Effect of Spikes in the US Primary Deficit on
Nominal Term Premiums of Treasuries

(Percent)
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Sources: Adrian, Crump, and Moench 2013; Federal Reserve Bank of St. Louis;
and IMF staff calculations.

Note: The impulse response shows the impact of a temporary spike in the US
primary deficit of 1 percentage point of GDP on US nominal term premiums. It is
based on a Bayesian vector autoregression model using shock identification via
sign restrictions. See Online Annex 1.2 for more details.

many months (Figure 1.8, panel 1; Online Annex 1.2).
For emerging market economies, the same spike in US
rates is associated with a peak increase in long-term
interest rates of about 100 basis points (Figure 1.8,
panel 2). Moreover, it is possible that uncertainty
about US fiscal policy and long-term rates could
adversely affect financial conditions elsewhere. Box 1.1
uses a novel news-based uncertainty measure to analyze
how US fiscal policy uncertainty affects bond spreads
in other economies.

In sum, the previous analysis points to risks from
loose fiscal policy in the United States along several

CHAPTER 1  FISCAL POLICY IN THE GREAT ELECTION YEAR

dimensions. Loose US fiscal policy could make
the last mile of disinflation harder to achieve while
exacerbating the debt burden. Further, global interest
rate spillovers could contribute to tighter financial
conditions, increasing risks elsewhere.

What implications have these developments had
on emerging market and developing economies?
In 2022-23, sovereign spreads in emerging market
and developing economies had a relatively muted
response compared with other bond market episodes,
albeit with cross-country differences (Figure 1.9). In
many emerging market and developing economies,
especially those with relatively low risks associated
with their levels of debt, sovereign spreads remained
stable or even declined (Figure 1.10). Improved policy
frameworks and relatively strong fiscal performances
and outlooks likely contributed to favorable financing
conditions, as countries that investors perceive as
adopting sound fiscal policies tend to issue bonds at
lower spreads (Laubach 2009; Cimadomo, Claeys, and
Poplawski-Ribeiro 2016). Indeed, economies where
primary deficits were expected to improve over the
medium term experienced more favorable changes
in spreads in 2023 (Figure 1.11). Fiscal structural
reforms in recent decades to deepen local currency
bond markets (for example, Uruguay) increased
shares of domestic institutional investors, further
helping insulate domestic financing conditions from
external shocks (October 2023 Global Financial
Stability Report).

Figure 1.8. Impact of Spillovers of US Long-Term Nominal Interest Rates on Advanced and Emerging Market Economies

(Percentage points)
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Sources: Organisation for Economic Co-operation and Development database; and IMF staff calculations.
Note: The impulse response shows, for each country group, the impact on a panel of economies of a temporary spike in the US long-term nominal interest rate of
1 percentage point, based on a panel vector autoregression estimation. See Online Annex 1.2 for more details.
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Figure 1.9. Median Changes in Emerging Market Bond Index
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Sources: JPMorgan, Emerging Market Bond Index; and IMF staff calculations.
Note: Each line in the figure tracks the changes in the median Emerging Market
Bond Index from the value in the beginning month of an episode, shown in
parentheses in the corresponding legend entry, over subsequent months. GFC =
global financial crisis.

China

The overall fiscal deficit in China remained above
7 percent of GDP in 2023, as a modest increase in
revenues offset spending increases. The fiscal deficit is
projected to stay elevated and even to gradually rise to
about 8 percent of GDP by 2029 as pension spending

Figure 1.10. Monthly Sovereign Spreads in Emerging Market

and Developing Economies

(Basis points)
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Sources: Haver Analytics; and IMF staff calculations.

Note: “Low debt” (“High debt”) refers to countries with public debt levels in the
bottom (top) third in the sample. The lines in the panel show the median of the
distribution of the spreads, whereas shaded areas correspond to the interquartile
range.
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Figure 1.11. Changes in Sovereign Spreads and the Fiscal
Outlook
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Sources: Haver Analytics; IMF, World Economic Outlook database; and IMF staff
calculations.

Note: The vertical axis captures the variation in spreads for 40 emerging market
economies in 2023. The horizontal axis captures the expected change in the
primary balance in percentage points of GDP between 2023 and 2028. The dotted
line reports a linear regression of the chart data points.

and interest expenses gradually rise over the medium
term. Despite very favorable interest-growth differentials,
persistently large primary deficits are projected to
continue raising public debt in the country.

China’s growth is expected to decline amid
headwinds from a declining labor force and slowing
productivity over the medium term (Figure 1.12,
panel 1). Further, the ongoing property sector
downturn is exerting a significant drag on growth,
weighing on financial market and consumer sentiment,
and putting strains on local government finances.
Land sale revenues and debt financing through local
government financing vehicles have been important
sources of resources for local governments. Slowing
land revenues, adding to pandemic-related fiscal costs,
further widened local government primary deficits,
which exceeded 10 percent of provincial GDP before
central government transfers in many provinces in
2021. As a result of an increase in the amount of debt
financed through local government financing vehicles
by 16 percentage points of GDP since 2008, funding
costs have soared in some fiscally weaker provinces,
with increasing concerns about the sustainability of
these vehicles (Figure 1.12, panel 2).7

7China’s public debt numbers cover a narrower perimeter of the
general government than IMF staff estimates in China Article IV
reports (see IMF 2024 for a reconciliation of the two estimates).
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Figure 1.12. The Evolution of Growth and Fiscal Imbalances in China
1. The Evolution of Growth in China and the World
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Sources: IMF, World Economic Outlook (WEQ) database; and IMF staff calculations.
Note: In panel 2, official central government debt includes Ministry of Finance debt only, excluding bonds issued for bank recapitalization and asset management companies.
Official local government debt includes local government bonds and explicit debt. Local government financing vehicle (LGFV) debt shows about two-thirds of total interest-
bearing debt of LGFVs with listed bonds, which is categorized as the government’s explicit debt according to China’s National Audit Office report. The sum of the three
components of the bars shown in the figure corresponds to the WEQ definition of debt, which covers a narrower perimeter of the general government than the IMF staff’s
estimate of “augmented debt” in the Article IV report for China (see Table 4 in IMF 2024 for details). The narrower perimeter excludes the remaining third of LGFV debt,

which is categorized as government guaranteed debt or “possible to be recognized debt,” as well as debt tied to special construction and government-guided funds.

Economic and fiscal developments in China can
have significant spillovers to economies in the rest
of the world (see Box 1.2 in the April 2024 Warld
Economic Outlook)—including on their public
finances. A larger-than-expected slowdown of growth
in China, potentially exacerbated by unintended fiscal
tightening given significant fiscal imbalances in local
governments, could generate negative spillovers to the
rest of the world through lower levels of international
trade, external financing, and investments.

In 2022, China imported more than 12 percent
of global exports and more than 60 percent of
commodities such as aluminum, iron ore, copper,
and soybeans. Revenues from international trade
and transactions represented 15 percent of total
tax revenues in emerging market and developing
economies on average in 2022. A slowdown in China
and its accompanying weaker imports would thus have
a direct impact on fiscal revenues in its main trading
partners, especially commodity exporters (Roberts
and others 2016; Wolf, Wang, and Tang 2023) and
many low-income developing countries that rely
heavily on trade revenues (October 2023 Regional
Economic Outlook: Sub-Saharan Africa). A quantitative
analysis based on the IMF’s Group of Twenty Model

1 1 1 1
™M IO N~ O
AN N NN
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(see Box 1.2 in the October 2023 World Economic
Outlook), and an estimate of elasticities of revenue

to growth, indicate that a slowdown in China could
have a nontrivial impact on total revenue (Figure 1.13,
panel 1). A decline of 1 percentage point in GDP
growth in China over 2023-28 could result in an
average drop in total revenues of about 0.5 percentage
point of GDP in emerging market economies and
low-income countries over the same period but have
a more muted effect in advanced economies (less than
0.2 percentage point of GDP).

A slowdown in China, especially together with
financial stress, could also lower levels of external
financing and investment in recipient countries.

China is a significant source of bilateral funding for
governments in many emerging market and developing
economies, especially those in sub-Saharan Africa and
Latin America and the Caribbean (Figure 1.13, panel
2). Chinese commercial banks hold an increasing share
of the debt stock in sub-Sabaran African economies
(Chen, Fornino, and Rawlings 2024). China’s outward
direct investment, with an outstanding stock of about
$2.8 trillion in 2022, has also been an important
source of financing for large investment projects and

other initiatives in several economies, with economic
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Figure 1.13. Fiscal Impact of China’s Slowdown in the Rest of the World

1. Impact of China’s Slowdown on Total Revenues by Economic Group
(Percentage points of GDP)

2. Official Bilateral Borrowing from China by Geographic Region
(Percent of general government external bilateral debt)
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Sources: IMF, World Economic Outlook database; World Bank, International Debt Statistics; and IMF staff calculations.

Note: The bars in panel 1 show the estimated average response of annual primary balances to GDP growth in China that is 1 percentage point lower in 2023-28. The
growth spillover effects have been estimated, based on the IMF’s Group of Twenty Model, as the percent deviation of GDP from the steady-state growth path in the absence
of the shock to the Chinese economy (see Box 1.1 of the October 2023 World Economic Outlook; see also Chen, Fornino, and Rawlings 2024). The final impact on revenue
is calculated by applying elasticities of revenues to growth, estimated with pooled mean group heterogeneous panel regressions, for 30 advanced economies, 29 emerging

market economies, and 49 low-income developing countries. The period sample is from 1970 to 2019.

and fiscal implications different than those of bilateral
lending (see Chapter 4 of the April 2024 World
Economic Outlook).

Advanced Economies (excluding the United States):
Slow Policy Normalization

Primary deficits in advanced economies increased
by 0.6 percentage point to 2.1 percent of GDP on
average in 2023 (Figure 1.14, panel 1). First, bracket
creep effects waned as the inflation surprise dissipated.
Second, governments did not fully phase out subsidies
and transfers to mitigate the impact of energy price
shocks despite a marked decline in energy prices
in 2023. Some governments also extended certain
pandemic-related support measures, such as the
Superbonus program in Jtaly. Third, several economies
({taly, Japan) announced new fiscal stimulus plans,
including costly changes to tax policy, social security
contribution cuts, and new spending initiatives, often
based on optimistic financing assumptions.

Most advanced economies are projected to resume
fiscal consolidation in 2024, with primary deficits
expected to decline to 1.7 percent of GDP, on average.
Improvement hinges crucially on phasing out energy
and other pandemic-era support measures. A gradual
adjustment is projected over the medium term, with

10 International Monetary Fund | April 2024

the average primary deficit expected to approach
0.3 percent of GDP by 2029.

Public debt in advanced economies fell by slightly
more than 2 percentage points to about 102 percent
of GDB on average, in 2023. It is projected to decline
modestly over the medium term to 100 percent of GDP
by 2029 (Table 1.2; Figure 1.14, panel 4). In some cases,
recent policy changes, such as a significant cut to the
National Insurance Contribution in the United Kingdom,
although part-funded by well-conceived revenue
raising measures, could worsen the debt trajectory in
the medium term. Population aging and labor market
mismatches are further expected to exert pressure on
fiscal positions. For example, in Belgium and Finland,
public debt is projected to increase by about 10 and
7 percentage points of GDP in five years, respectively.

Emerging Markets (excluding China): Higher Deficits in
Some Large Economies

Primary deficits increased by 1 percentage point
to 1.3 percent of GDP on average in emerging
market economies in 2023 (Figure 1.14, panel 2).8

8Compared with projections in the April 2023 Fiscal Monitor,
however, primary deficits have been revised downward in most
economies, based on higher-than-expected economic growth.
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Figure 1.14. Primary Balances and Debt Levels in Advanced Economies, Emerging Markets, and Low-Income Developing

Countries
(Percent of GDP)
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Source: IMF, World Economic Outlook database.

Note: Panels 4, 5, 6 report statistics on general government debt. In those panels, beyond the income group averages, data for select economies or regional averages
are further displayed. See Online Annex 1.2 for more details. AE = advanced economy; EM = emerging market; excl. = excluding; LIDC = low-income developing country.

In most commodity—exporting countries, revenues
dropped significantly—by 1.1 percentage points of
GDP on average—as global commodity prices eased.
Spending remained high, likely reflecting the impact
of high inflation in 2022-23. This included effects
through indexation, which pushed up wage bills
and social benefits (Balasundharam, Kayastha, and
Poplawski-Ribeiro 2023), as well as the extension
of pandemic-related support measures (for example,
subsidies to provide free food grains in /ndia and
the Social Relief of Distress grant in South Africa).
In some large emerging market economies, deficits
widened substantially in the context of delivering
on election pledges, through hikes in public wages,
social support, and pensions, as well as in response
to major natural disasters. Interest expenses also
grew markedly in 2023, by 0.4 percentage point of
GDP, on average.

Primary deficits in emerging market economies
are projected to narrow to 1.2 percent of GDP in
2024, on average, and to continue trending down to
reach 0.3 percent of GDP by 2029. Cuts in primary

spending are expected to drive the improvement.
Revenues are projected to remain stable. Several
economies with relatively high deficit levels are
projected to undergo stronger fiscal consolidation
over the medium term (for example, Pakistan).
Some economies are implementing fiscal reforms
to strengthen fiscal frameworks and boost potential
growth. Brazil, for example, has introduced new
fiscal rules and passed a reform to its value-added
tax to streamline and improve the efficiency of
its tax regime.

Average public debt in emerging market economies
increased by 3 percentage points to about 58 percent
of GDP in 2023 (Figure 1.14, panel 5) and is
projected to remain largely unchanged over the
medium term. In some large economies in this group,
however, public debt is projected to rise rapidly. In
South Africa, for example, the debt-to-GDP ratio
is expected to increase by 12 percentage points,
reflecting persistently weak growth and relatively
high interest rates, almost reaching 86 percent of
GDP by 2029.

International Monetary Fund | April 2024 11
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External sovereign bond issuance in emerging
market economies has increased substantially, with
total issuance reaching more than $68 billion in
the first month of the year (for example, Brazil,
Chile, Hungary, Indonesia, Mexico, Poland, Romania,
and Saudi Arabia), more than 10 percent higher
than during the same period in 2023. The ability
to reenter international financial markets can give
governments breathing room to finance priority
spending, including investment for sustainable
development. However, it can also add to debt
vulnerabilities. Making use of enhanced borrowing
possibilities while limiting the associated risks
constitutes a difficult balancing act.

Low-Income Developing Countries: In Search of
Fiscal Space

Many low-income developing countries continued
to experience significant shocks in 2023, including
regional conflicts and military coups. Nevertheless,
primary deficits continued declining to 1.8 percent
of GDP during the year (Figure 1.14, panel 3),
likely limited by financing constraints (April 2023
Regional Economic Outlook: Sub-Saharan Africa).
Elevated interest rates and a strong US dollar
made servicing dollar-denominated debt more
expensive. Aid flows, as well as financing from
China, have also been declining for several years.
Revenue-to-GDDP ratios have stagnated, following
their recovery in 2021-22. Primary spending has
declined marginally, aided by continued withdrawal
of pandemic-era and inflation-related support. Fiscal
balances have improved only in sub-Saharan Africa
(by 1.2 percentage points of GDP), with both lower
spending and higher revenues.

Overall, primary deficits are projected to decline
further in low-income developing countries in 2024
to 1.5 percent of GDDP, on average, gradually falling
to 1 percent by 2029, about 1.3 percentage point of
GDP below their level in 2019. Revenues are expected
to improve in many economies in this group, given,
among other measures, new tax measures and reduced
exemptions to the value-added tax (Bangladesh).
Expenditures are expected to rise modestly.

Large shares of loans on concessional terms, high
inflation, and resulting favorable interest-growth
differentials (Figure 1.15) have helped contain average
public-debt-to-GDP ratios in low-income developing
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Figure 1.15. Real Interest-Growth Differential in Low-Income

Developing Gountries
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20 - m 50th-75th percentiles

10-

: |

25th—50th percentiles 4 Weighted mean

—

[ 1
-1 T

—20-
—-30-
—40-

50 - 1 1 1 1

2019 20 21 22

Sources: IMF, World Economic Outlook database; and IMF staff calculations.
Note: Country data are weighted by a country’s nominal GDP in US dollars for the

low-income developing country average. Real effective interest rates are

calculated by dividing interest expenses by the debt stock in the previous year and

subtracting consumer price index inflation rates.

countries, at around 50 percent of GDP since

2020, on average. An exception was an uptick to 53
percent of GDP in 2023, largely driven by exchange
rate depreciation in Nigeria (Figure 1.14, panel 6).
However, countries are carrying heavy debt-service
burdens, amounting to 13 percent of total spending
and almost 25 percent of tax revenues, on average, in
2023 (about double the level 15 years ago). In Nigeria,
the debt-service burden amounts to around 56 percent
of tax revenues.

Such high debt-servicing costs prevent low-income
developing countries from spending more on essential
services and critical investment to improve economic
resilience and reduce poverty. Economies in this
country group are also borrowing increasingly on
commercial terms, amplifying their exposure to
interest rate and foreign exchange risks. Accordingly,
risks associated with debt refinancing are high, as
repayments of substantial amounts of external debt—
about $60 billion—are coming due in 2024-25,
three times the average in the 2010s (Holland and
Pazarbasioglu 2024). Several low-income developing
countries returned to international markets after a
hiatus in early 2024 (Benin, Céte d’lvoire, Kenya),
allowing them to refinance maturing debt. However,
at present, governments should carefully consider the
trade-offs between current financing and future fiscal
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Figure 1.16. Effects of Election Years on Fiscal Deficits and Subcomponents
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Sources: IMF, Fiscal Rules Dataset; IMF, World Economic Outlook (WEO) database; National Elections across Democracy and Autocracy data set; World Bank, World
Development Indicators; and IMF staff calculations.
Note: The sample consists of 173 economies spanning the period from 1990 to 2020. The panel estimates use the generalized method of moments estimator. Deficit

outturns are realized deficit values recorded in the WEQ database, while deficit surprises are the difference between deficit outturns and their WEO expectation one year

ahead. See Online Annex 1.3 for more details.

sustainability associated with issuing public debt at
high costs (April 2024 Regional Economic Outlook:
Sub-Sabaran Africa).

The Great Election Year and Fiscal Politics

The record number of elections being held across
the world in 2024 represents a salient risk with regard
to fiscal consolidation prospects for the year. The
88 economies or economic areas that have already
had or are expected to hold nationwide elections
(parliamentary or presidential) include Bangladesh,
Brazil, the European Union, India, Indonesia, Mexico,
Pakistan, Russia, the United Kingdom, and the United
States.” Those economies represent more than half
the world population (or 4.2 billion people) and
55 percent of global GDP.1?

9Elections taking place in 2024 will add to the already significant
elections that took place in 2022-23 in Argentina, Brazil, Chile,
Egypt, The Netherlands, Nigeria, Poland, Slovak Republic, and Tiirkiye.

19The number of countries holding elections in 2024 is 60
when only economies or economic blocs with democratic regimes
are taken into account, as assessed by Marshall and Gurr (2020).
Democratic economies or economic blocs that are holding elections
in 2024 make up 70 percent (3.2 billion) of the population in all
democratic countries.

Empirical evidence shows that fiscal policy tends to
be looser, and slippages larger, during election years,
reflecting a “political budget cycle.”!! Estimates show
that deficit outturns in election years are higher than
deficit outturns in other years by 0.3 percentage point
of GDP on average (left bar of Figure 1.16, panel 1).
The higher outturns are led by both higher spending
and lower revenues by about 0.2 and 0.1 percentage
point of GDP on average, respectively (Figure 1.16,
panel 2; Shi and Svensson 2006). The analysis further
shows that realized deficits are higher than their
year-ahead projections by 0.4 percentage point of
GDP (right bar of Figure 1.16, panel 1), indicating
a considerable risk of slippages to the modest fiscal
tightening projected for most economies in 2024. Such
fiscal slippages could potentially add to inflationary
pressures, especially in overheated economies. While
higher deficits during election years are frequently
followed by fiscal adjustments in postelection years,
the adjustments are often partial (de Haan, Ohnsorge,
and Yu 2023), and the increased fiscal volatility around
elections could have potential adverse effects on
long-term growth (Ebeke and Olger 2017; Fatds and
Mihov 2013).

For a review of how political economy considerations affect
fiscal policy, see Gaspar, Gupta, and Mulas-Granados (2017).
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Figure 1.17. Political Parties’ Discourse and Fiscal Policy

1. Rise of Expansionary Fiscal Discourse

2. Share of Political Discourse in Advanced Economies by
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Sources: Cao, Dabla-Norris, and Di Gregorio (forthcoming); Manifesto Project Database; and IMF staff calculations.

Note: Manifesto Project data capture both spending intentions and value judgments. For each year in the figure, the year associated with the data refers to the first of four
years the data cover. In panel 1, platform data are first averaged at the country-election level, then by country-year, and finally by four-year period. The vertical axes shows
the mean outcomes across all country-years in each four-year period. In panel 2, the top red line sums the shares of all categories below it. The vertical axis reports the
mean share of platform statements by policy realm in which a party potentially advocates for more government spending or support. “Social” includes support for the
welfare state (for example, health, child, and elder care; pensions; and social housing) and education.

What makes this year different is not only the
confluence of elections, but the fact that they will
happen amid higher demand for public spending. New
analysis of electoral platforms finds that support for
higher spending has increased across a large swathe
of countries since the 1990s (Figure 1.17, panel 1;
Cao, Dabla-Norris, and Di Gregorio, forthcoming).
Increased platform space in favor of social spending,
including hard-to-reverse entitlements, has driven
this trend (Figure 1.17, panel 2).!? The bias toward
higher spending is shared across the political spectrum,
indicating substantial challenges in gathering support
for consolidation in the years ahead, and particularly in
a key election year like 2024.

Fiscal Policy Sustainability and Structural
Spending Pressures

A series of shocks in recent years have weakened
public finances, even as new spending pressures are
mounting. A fundamental requirement for fiscal
sustainability is that a government’s revenues should

2Moreover, recent surveys such as Bianchi, Dabla-Norris, and
Khalid (2024) show that households may not fully grasp the
risks associated with public debt levels, which may further reduce
the pressure on politicians to adopt fiscal consolidation as their
political platform.
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credibly match its total spending over time. If that
requirement is violated, fiscal policy can become a
source of instability. In many economies, however,
public finances are on a precarious footing in their
ability to address future shocks and structural challenges.

Mounting Spending Pressures

Addressing long-standing structural challenges requires
a sizable amount of fiscal resources (Online Annex 1.4).
Economies face pressing demands related to aging and
climate, especially advanced economies where spending
on industrial policies has also increased in recent years
(Chapter 2).!3 Emerging markets and low-income
developing countries require considerable investment to
close development gaps and achieve the UN Sustainable
Development Goals. Taken together, these spending
pressures will amount to additional annual expenditure
by 2030 of about 7 percent of GDP in advanced
economies, 9 percent of GDP in emerging markets, and
14 percent of GDP in low-income developing countries

13Chapter 2 discusses the precise conditions under which industrial
policies are beneficial for innovation, namely when (1) externalities
can be correctly identified and precisely measured, (2) domestic
knowledge spillovers from innovation in targeted sectors are strong,
(3) government capacity is sufficiently strong to prevent misallocation,
and (4) policies do not discriminate against foreign firms.
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(Figure 1.18). These spending amounts are very large
and not fully incorporated in medium-term fiscal and
financing plans, leading to considerable additional
pressures. Financing this spending by issuing debt could
undermine fiscal sustainability and financial stability,
given already-elevated debt levels. Additional revenue
mobilization is the way to reconcile spending demands
with fiscal prudence.

Need for Fiscal Adjustment

Higher debt levels and interest-growth
differentials require lower primary deficits to stabilize
public-debt-to-GDP ratios.'# In 2023, the primary
deficit required to stabilize debt levels decreased by
close to 2 percentage points of GDP on average

in advanced and emerging market economies. !

14The debt dynamics could look precarious even if interest-growth
differentials turn negative again, as high and rising public debt levels
could cause private capital to crowd out and lower long-term output
(Cao, Gaspar, and Peralta-Alva 2024).

The debt-stabilizing primary balance calculates the level
of primary balance (p,) that would stabilize a specific initial
value of debt (4, |)—in this case, the ratio of debt to GDP—
in the previous year given the values of the nominal effective
interest rate (r,) and growth rate (g) in the contemporaneous
year: p/ = ((r,- g)/(1 +g)) x d,_,. To calculate the debt-stabilizing
primary deficit, those primary balances are simply multiplied
by —1. As in Mauro and Zhou (2021), the effective interest rate
is calculated here as the ratio of interest expenditure to debt stock
plus the product of the share of debt in foreign currency and the
depreciation rate of the local currency against the US dollar.
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Primary deficits were above debt-stabilizing levels in
more economies in 2023 than in 2022 (32 percent
of advanced economies in 2023 compared with

11 percent in 2022, and 41 percent of emerging
market economies in 2023 compared with 20 percent
in 2022), indicating increased need for adjustment
(Figure 1.19, panel 1).

Risks to public finances are expected to remain
elevated over the medium term. In about a third
of advanced and emerging market economies and
in almost a quarter of low-income developing
countries, projected primary deficits will remain
above debt-stabilizing levels in 2029 under current
projections (Figure 1.19, panel 2). The average
adjustment (or reduction) in primary deficits required
to stabilize debt levels in these economies amounts to
1 percentage point of GDP in advanced economies,
2.1 percentage points of GDP in emerging markets,
and 1.6 percentage points of GDP in low-income
developing countries (Figure 1.19, panel 2). This
represents about 13 percent of total revenues in
low-income developing countries and around 5 percent
of total revenues in other economies.

Statistical analysis of a country’s historical track
record with regard to adjustment can help gauge the
likelihood it will attain the primary deficit needed
to stabilize its debt. Figure 1.20 summarizes the
distribution of statistical forecasts for the primary
deficit for an example country, [zaly, over the next
two years. The figure presents a fan chart of the
projected primary deficit obtained from the estimates
for the country during that period.!® It shows that
the likelihood that /zaly will achieve the primary
deficit needed to stabilize its debt level (estimated at
more than 0.5 percent of GDP for 2024) is less than
50 percent, indicating the need for further fiscal efforts
in the coming two years.

Public gross financing needs will remain at levels
higher than those before the pandemic over the
medium term based on high existing debt burdens
and persistent fiscal deficits (Figure 1.21). China and
the United States have large gross financing needs
of more than 25 percent of GDP in the near term.
Average financing needs are expected to remain at
about 20 percent of GDP in advanced economies,
excluding the United States, and more than 10 percent

16The analysis uses probabilistic scenarios based on an
autoregressive integrated moving-average econometric model; see
Online Annex 1.5 for more details.
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Figure 1.19. Adjustment in Primary Deficits Required to Stabilize Public Debt

(Percent of economies, unless specified otherwise)

1. Cumulative Distribution of Adjustment Required (Primary Deficit
Minus Debt-Stabilizing Primary Deficit) across Economies
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Sources: IMF, World Economic Outlook database; and IMF staff calculations.

2. Share of Economies with Primary Deficit above Debt-Stabilizing
Level in 2029, and the Adjustment Required in the Primary Deficit

W Share of countries in which PD > DSPD
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Note: See footnote 15 in the chapter text for the formula used to calculate the debt-stabilizing primary deficit (DSPD). The sample includes 37 advanced economies and
83 emerging market economies, excluding a few with outlier values (below —20 and above 20 percent of GDP). In panel 1, the cumulative histogram shows the share of
economies from the lowest to the highest level of the difference between the primary deficit (PD) and the DSPD, that is, PD — DSPD, in percentage points of GDP in each
year. In panel 2, values in the bars indicate the share of economies with PD > DSPD in 2029. DSPD — PD difference reported for countries with PD > DSPD only. The dots in

panel 2 correspond to weighted averages for each economic group.

Figure 1.20. Primary Deficit Fan Chart and the Likelihood of

Reaching the Debt-Stabilizing Primary Deficit for Italy
(Percent of GDP)
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Note: The analysis uses an autoregressive integrated moving-average econometric
model with the following probabilities in the shaded areas, from darkest to lightest:
50, 60, 70, 80, and 90 percent. For example, the likelihood of /faly’s deficit being
smaller or equal to zero in 2025:Q4 in this figure is about 40 percent. Period
sample ranges from the first quarter of 1999 to the fourth quarter of 2023. See
Online Annex 1.5 for more details.
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of GDP in emerging market economies, excluding
China—substantially above prepandemic levels in both
country groups. Debt risks have already materialized in
many emerging market and developing economies as
the number of countries in debt distress in that group
almost quadrupled in seven years: from 5 in 2016 to
19 in 2023. Furthermore, at least 11 countries in that
group have defaulted on at least a part of their external
debt service since 2020.

Policy Conclusions

Momentum toward fiscal policy normalization
faltered in 2023. Revenue windfalls from inflation
surprises waned in line with easing inflationary
pressures. Concurrently, spending remained high as a
result of legacies of crisis-era fiscal measures to address
the COVID-19 pandemic and the introduction of new
fiscal support measures in many countries.

Although gradual fiscal tightening is projected
to resume in 2024, the risks of fiscal slippages are
particularly acute during this “Great Election Year”
when numerous elections will be held in countries

across the world. Deficits and debt levels are projected

Percent of GDP
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Figure 1.21. Public Gross Financing Needs

(Percent of GDP)
1. Advanced Economies 2. Emerging Markets 3. Low-Income Developing Countries
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Note: Data have been retrieved from debt sustainability analyses for 26 advanced economies, 60 emerging market economies, and 58 low-income developing countries.
The weighted average uses as weights the size of each economy in current dollar values in 2023. In panel 2, China’s public gross financing needs are calculated based on
the augmented debt definition which expands the perimeter of government to include the activity of local government financing vehicles, government guided funds, and
special construction funds (see Table 4 and Appendix Ill in IMF 2024). excl. = excluding.

to remain above prepandemic levels in the near term.
Spending pressures on budgets are mounting, and
interest-growth differentials have increased. Moreover,
the pace of disinflation as it travels its last mile is
uncertain. Financing conditions remain challenging
amid spillovers from high and volatile long-term
interest rates in the United States. Uncertainties
surrounding growth and finance in China are also
clouding the global public finance outlook.

With major central banks expected to pivot to a less
restrictive stance this year (April 2024 World Economic
Outlook) and economies better able to absorb the
economic effects of fiscal tightening, a renewed push
toward consolidation is warranted.

Governments should calibrate the pace of
consolidation to country-specific circumstances,
striking a balance between fiscal risks and the strength
of private demand to avoid disruptive adjustments.
Fiscal consolidation can reduce public debt more
effectively when designed adequately and undertaken
while the economy is growing (see Chapter 3 of the
April 2023 World Economic Outlook). Front-loaded
consolidation would be particularly desirable for
economies with high debt risks that lack credible
medium-term frameworks. More generally, fiscal
policy should not be the first line of defense, given
elevated risks to public finances. Governments should
shift gears from acting as an insurer of first resort
to focusing on their core objectives of addressing

structural challenges, reducing poverty, and promoting
sustainable growth by boosting innovation and
productivity (Chapter 2).

How could a more decisive fiscal consolidation
be achieved? For starters, legacies from crisis-era
discretionary measures should be immediately phased
out. Governments should also scale back regressive
and inefficient fuel and energy subsidies and redirect
resources toward targeted social protection programs
that support their most vulnerable populations.
Many advanced economies with aging populations
should focus on containing spending pressures on
health and pensions through entitlement reforms and
other measures. Emerging market and developing
economies should renew efforts to rationalize large
government wage bills, reform social safety nets to
increase targeting and reduce fragmentation, and
further support the efficiency of social spending
through well-implemented digitization (Amaglobeli
and others 2023).

Governments should further ensure that revenues
are commensurate with spending. The minimum
corporate tax under Pillar Two of the Organisation for
Economic Co-operation and Development’s Inclusive
Framework on Base Erosion and Profit Shifting
could boost global corporate tax revenues by more
than 6 percent by diminishing profit shifting and tax
competition. Revamping domestic profit taxation by
targeting excessive profits rather than the opportunity

International Monetary Fund | April 2024 %



FISCAL MONITOR: FISCAL POLICY IN THE GREAT ELECTION YEAR

cost of investment could further bolster revenues and
improve efficiency (Hebous, Prihardini, and Vernon
2022). Emerging market and developing economies
should mobilize additional revenue by broadening tax
bases, which tends to be more growth-friendly than
raising tax rates (Dabla-Norris and Lima 2023). This
could be done, for example, by reducing ineffective tax
expenditures. Also key to achieving tangible outcomes
is to strengthen institutions by, among other actions,
establishing robust tax policy units and harnessing
digital technologies to enhance revenue administrations
(Box 1.2; Benitez and others 2023).

Credible medium-term fiscal frameworks and
modern public financial management systems would
provide sound foundations for sustainable public
finances. Frameworks should be risk-based and built
on realistic financing assumptions, guiding the speed
and ambition of fiscal consolidation efforts according
to the level of fiscal risks (Caselli and others 2022).
Credibility could be enhanced further by backing
medium-term plans with strengthened forecasting
capacity and by better integrating such plans into
annual budgets alongside clear contingency plans for
how governments will respond to unexpected growth
and interest rate movements and other country-specific
developments. Strong fiscal oversight by independent

fiscal institutions endowed with sufficient resources to
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effectively assess fiscal plans and communicate them
to the public in a timely manner would help reinforce
adjustment plans. Many economies are already
revamping fiscal rules, as the European Union is doing
to better align those rules with current challenges in its
member states (Box 1.3).

Improving fiscal and debt transparency is also
key to reducing debt vulnerabilities (IMF 2023a).
Governments should provide more granular and timely
information on debt, including the composition of
creditors and instruments, exposure to risks (associated
with interest rates, exchange rates, and refinancing),
and the terms of individual debt contracts. Such
transparency would allow for adequate assessment
of fiscal risks, invite closer scrutiny, and potentially
reduce reliance on nontraditional debt instruments.
For countries in severe debt distress, debt restructuring
could play a role in restoring the sustainability of
public finances. Continued international cooperation,
including through the Group of Twenty Common
Framework and the Global Sovereign Debt
Roundtable, is crucial to facilitate an efficient debt
restructuring process. The Common Framework has
begun to deliver on its potential, with encouraging
progress in such countries as Ghana, which recently
reached an agreement with official creditors on the
treatment of debt.



CHAPTER 1

Box 1.1. US Fiscal Policy Uncertainty and Bond Spreads

This box presents an index of fiscal policy uncertainty
Jor the United States and analyzes the impact of this
uncertainty on the bond spreads of other economies.

Uncertainty surrounding future fiscal measures,
or “fiscal policy uncertainty,” can have significant
adverse economic and financial market effects. A novel
monthly fiscal uncertainty index constructed by Hong,
Nguyen, and Ke (2024) uses terms related to fiscal
policy uncertainty as topic keywords to measure these
effects. The index draws on news articles related to
tax, government expenditure, public debt, and budget
announcements. For example, the index shows a surge
in fiscal policy uncertainty in the United States related
to debt ceiling and government shutdown episodes
(Figure 1.1.1).

An empirical analysis using the uncertainty index
suggests that increased fiscal policy uncertainty in
the United States is associated with higher borrowing
costs in other advanced and emerging market
economies (Figure 1.1.2). A rise in the US fiscal policy
uncertainty index score of one standard deviation of
its distribution, which corresponds to the increase in

Figure 1.1.1. Fiscal Uncertainty in the United States
(Index)
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Source: Hong, Nguyen, and Ke 2024.

Note: Series are standardized with zmean equal to 100 and a
standard deviation equal to 1. Hong, Nguyen, and Ke (2024) describe
the methodology used to construct the fiscal uncertainty index.

fiscal uncertainty observed during the country’s debt
ceiling deliberations in 2021, is associated with a peak
increase in median sovereign spreads of 5 basis points
in other advanced economies and 40 basis points in
emerging market economies.

Figure 1.1.2. Response of Sovereign Spreads to Uncertainty Regarding US Fiscal Policy

(Basis points)
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Source: Hong, Nguyen, and Ke 2024.

2. Emerging Market Economies
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Note: Shaded areas correspond to the 95 percent confidence interval. The analysis is based on a vector autoregression
model comprised of the US fiscal policy uncertainty index in Hong, Nguyen, and Ke (2024); a global economic policy
uncertainty index in Baker, Bloom, and Davis (2016); US stock prices and policy rates; and sovereign spreads in
advanced and emerging market economies, using Cholesky decomposition, with the US fiscal policy uncertainty indicator
as the most exogenous variable. See Hong, Nguyen, and Ke (2024) for the empirical methodology and more details.
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Box 1.2. Building Tax Capacity in Low-Income and Emerging Market Economies

This box explores which reforms low-income countries and
emerging market economies could pursue to enhance tax
capacity and revenue mobilization.

Enhancing tax capacity—the policies and
institutions as well as the technical capabilities to
collect tax revenue—is crucial for the functioning of
government. Progress in mobilizing tax revenue has
stalled since the 2008 global financial crisis. Benitez
and others (2023) show that the average tax-to-GDP
ratio in emerging market and developing economies
has increased by 3.5 to 5 percentage points since the
carly 1990s, with taxes on consumption primarily
driving the increase. Some countries increased their
tax revenue by more than 5 percentage points of GDP
(for example, Albania, Argentina, Armenia, Brazil, and
Georgia). However, nearly all this progress occurred
before 2008, suggesting that recent shocks have posed
significant challenges to mobilizing tax revenue and
made sustained progress elusive. Economies grappling
with fragility have encountered acute institutional
hurdles to developing their tax systems. Resource-rich
economies have generally substituted resource revenues
for tax revenues.

Research shows that emerging market and
developing economies have untapped tax revenue
potential of up to 9 percent of GDP (Figure 1.2.1).
This potential varies with income levels, with
low-income developing countries having a slightly
greater potential than emerging market economies.
The empirical results importantly suggest a
statistically significant and strong correlation between
strengthening institutions and mobilizing revenues.

Countries can tap this potential by building
medium-term reform plans that focus on a few tax
instruments and by enhancing institutional capacity.
A narrow focus on tax system reform is unlikely to
yield substantial revenues.! Strengthening institutional
capacity can be addressed by such steps as:

o Improving the design of core domestic taxes,
including value-added, excise, and personal and

IFor examples of such a narrow focus, see IMF (2023b).
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Figure 1.2.1. Actual and Potential Taxes, 2020
(Percent of GDP)
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Source: Benitez and others 2023.
Note: Potential taxes are defined as in Benitez and others (2023),
excluding social security contributions.

corporate income taxes. Low-income developing
countries, for instance, could double revenue
from value-added taxes without increasing tax
rates by curbing preferential treatments and
improving compliance.

o Broadening tax bases by rationalizing tax
expenditures, taxing capital income more neutrally,
and implementing effective property taxes to fund
local governments.

o Using excise taxes—particularly fuel excises and
other forms of carbon pricing—to mitigate health-
and climate-related costs while balancing equity and
efficiency considerations.

o Improving institutions that govern the tax system
and manage tax reform by putting in place adequate
staffing to analyze and monitor the impact of
tax policies, upgrading the professionalization of
officials working on tax design and implementation,
better using digital technologies, and ensuring
transparency and certainty regarding how policy
and administration are translated into legislation.

e Prioritizing and coordinating reforms across
government agencies to reflect broader institutional
and policy contexts, which would enhance tax
design and acceptance by citizens.
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Box 1.3. Reform of the European Union Economic Governance Framework

This box discusses the reformed economic governance
[framework for the European Union.

In February 2024, the Council of the European
Union and European Parliament reached agreement on
a new economic governance framework for European
Union members (European Commission 2024).
Recognizing fiscal challenges faced by each member
state (Figure 1.3.1), country-specific medium-term
adjustment paths are derived on the basis of a
common framework. Adjustment is specified in terms
of net primary expenditure, excluding, for example,
interest expenditure, cyclically unemployment
expenditure, and expenditure on EU programs.

While the baseline adjustment period is four
years, countries committing to reforms that enhance
economic resilience and growth, or strengthen fiscal
sustainability, can extend it to seven years, thereby
avoiding sharp annual fiscal adjustment.

Restoring and securing fiscal sustainability is
specified in two dimensions. Public debt should be
plausibly placed on a downward path, or if already low,
maintained at prudent levels. This criterion is assessed
through a debt-sustainability analysis according to a
common European Commission methodology. The
framework requires an adjustment large enough to put
debt on a continuously declining path for 10 years
following the end of the adjustment. Fiscal deficits,
if high, should be brought below 3 percent of GDP
by the end of the adjustment period and maintained
below this level for the 10 years following the
adjustment period.

The framework also includes two minimum
adjustment safeguards: a debt sustainability safeguard
and a deficit resilience safeguard. Over the adjustment
period, the debt-to-GDP ratio should fall on average
by no less than 1 percentage point of GDP annually if
debt is above 90 percent of GDP and by 0.5 percentage
point of GDP annually if debt is between 60 and
90 percent of GDP. The structural primary balance
should improve by 0.4 (0.25) percentage point of
potential GDP annually or more for countries with
a four-year (seven-year) adjustment period until
the general government structural balance is above
—1.5 percent of potential GDP.

Member states that do not comply with fiscal
requirements under the framework—either by having

Figure 1.3.1. Fiscal Balance and Government Debt,
2023
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a deficit exceeding 3 percent of GDP or by not
implementing the agreed net expenditure path—can
be placed in an Excessive Deficit Procedure. While
in an Excessive Deficit Procedure, the country is
required to make a minimum annual adjustment of
0.5 percent of GDP to return to compliance with
the framework.! If subject to the Excessive Deficit
Procedure, a member state is excluded from the
annual debt-reduction requirement under the debt
sustainability safeguard.

The framework represents a clear improvement.
Relying on multiyear nominal expenditure paths
facilitates compliance monitoring. Governments
are required to formulate realistic medium-term
plans and encouraged to enact growth- and
sustainability-enhancing reforms. Nonetheless, the
adjustment paths still require political support for their
implementation. The new framework also requires
governments to ensure strong medium-term budgetary
frameworks and independent national fiscal councils
with sufficient independence and resources to carry
out fiscal oversight on plans and realism of forecasts
(Arnold and others 2022).

!Although the minimum adjustment is generally defined in
terms of the structural balance, as a transition measure during
2025-27, it can be adjusted to consider higher interest expenses.
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EXPANDING FRONTIERS: FISCAL POLICIES FOR
INNOVATION AND TECHNOLOGY DIFFUSION

Introduction

Global productivity growth and innovation have
weakened over the past two decades (Figure 2.1,
panel 1), and medium-term growth expectations
have dimmed (Goldin and others 2024; see also the
April 2024 World Economic Outlook). Innovation—
defined as the invention and introduction of new or
improved products and processes—is the ultimate
driver of long-term productivity growth and better
living standards because it expands the frontier
of what is possible for society. Yet despite rapid
advancements in digital technologies, innovation has
become costlier to produce (Bloom and others 2020),
unbalanced across sectors (Acemoglu, Autor, and
Patterson 2023), and increasingly driven by applied
rather than fundamental research that generates
wide-ranging knowledge spillovers (Akcigit, Hanley,
and Serrano-Velarde 2021). Moreover, the diffusion
of innovation across countries and firms has slowed
(Andrews, Criscuolo, and Gal 2016; Dabla-Norris
and others 2023). While the contribution of emerging
market and developing economies to innovation has
grown, large cross-country technology gaps remain
(Figure 2.1, panel 2).

Reversing the trend of declining productivity
growth and lifting growth prospects is critical in the
face of record levels of government debt, climate
and demographic transitions, and long-standing
development gaps. However, innovation in the
low-carbon (“green”) technologies needed to accelerate
a reduction in carbon emissions has slowed in recent
years (Hasna and others 2023), and the diffusion of
existing low-carbon technologies to emerging market
and developing economies faces obstacles. Looking
ahead, advancements in emerging transformative
technologies, specifically generative artificial
intelligence (AI), present growth opportunities but
also new challenges. Adoption of those technologies
will likely be uneven and could widen divides across
countries and firms, among other risks (see the April
2024 Global Financial Stability Report). Uncertainty
also remains as to how quickly Al will translate into

higher aggregate productivity.

Fiscal policies are key to pick up the pace of
innovation for countries at the technology frontier.!
Private investors often fail to capture the full social
benefits of innovation, leading to insufficient research
and development (R&D) efforts, particularly in
fundamental research that drives innovation. This
suggests a role for public policy to bridge the gap
(Bloom, Schankerman, and Van Reenen 2013; see
also the April 2016 Fiscal Monitor). Public support
can be even more beneficial in sectors or technologies
where innovation yields additional public goods,
such as reductions in emissions and improvements in
public health.

In recent decades, public spending on fundamental
research has fallen behind the rising contribution
of the private sector, which tends to be more
commercially oriented and incremental in nature.
More recently, many major economies have turned
to a more directed approach motivated by concerns
about economic and national security, using industrial
policies to favor innovation in specific sectors, and
limiting international diffusion of technologies. This
raises important questions about the productivity
benefits and costs associated with industrial policy.

Countries below the technology frontier, in
turn, may lack the preconditions to adopt—that
is, recognize, assimilate, and apply—technologies
developed elsewhere, particularly green, digital, and Al
technologies that require specialized infrastructure and
skills. Even in advanced economies, most firms are not
at the frontier, suggesting large payoffs from broader
adoption of technology. Fiscal policies that remove
barriers to technology diffusion can thus complement
other structural and financial policies to speed up
productivity growth and lift growth prospects.

This chapter examines the role of fiscal policies in
promoting the diffusion of innovation and technology,
with an emphasis on harnessing the potential of green
and digital technologies. Given elevated debt levels and
limited fiscal space in many countries (see Chapter 1),

!Countries at the technology frontier include mostly advanced
economies and a few emerging market economies, although this can
vary across sectors and technologies and over time.
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Figure 2.1. Withering Innovation, Productivity, and Technology Diffusion
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Note: AEs = advanced economies; EMDEs = emerging market and developing economies; TFP = total factor productivity.

the chapter focuses on policy design features and

assesses their growth and fiscal effects. The analysis

tackles the following three questions:

o Should governments play a role in the direction of
innovation using industrial policy? What are the costs
and benefits of fiscal support for directed innovation
in specific sectors?

o What is the most effective mix of fiscal instruments
to support innovation more broadly at the technology
frontier? How should policies be designed to support
innovation? And what are the potential gains from
such policies?

o What fiscal policies can facilitate technology diffusion
to countries and firms below the technology frontier?
How can barriers to the diffusion of green and
advanced digital technologies in emerging market

and developing economies be overcome?

The chapter shows that using industrial policy
to promote innovation delivers returns only if
social benefits (or “externalities”) are well measured,
knowledge spillovers from subsidized sectors are high,
administrative capacity is strong, and policies do not
discriminate against foreign firms. A well-designed
fiscal policy mix that supports innovation more
broadly across sectors and emphasizes public funding
for fundamental research can substantially boost
long-term growth for economies at the technology
frontier. While such policies pay for themselves in the
long term, funding them may require countries with
more limited fiscal space to reprioritize expenditure

or improve revenue mobilization. For economies
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and firms below the frontier, facilitating technology
adoption with strategic public investments and tax
reforms should be the priority. The chapter focuses
on domestic policies but also highlights the role of
international coordination to catalyze cross-border
knowledge spillovers.

The diffusion of innovation and technology is
notoriously difficult to measure. The chapter uses
alternative measures depending on the specific
analysis, including innovation inputs—such as R&D
expenditures by the private and public sectors—and
innovation outputs—such as growth in patents, and
labor productivity or total factor productivity (TFP).?

Directing Innovation toward Specific Sectors

The recent strategic push for industrial policies in
large economies (Figure 2.2, panel 1) has brought
to the fore the question of whether and under
what conditions governments should direct fiscal
support toward innovation in specific sectors or
technologies. Recent industrial policy initiatives in
advanced economies—such as the CHIPS Act and
Inflation Reduction Act in the United States, the
Green Deal Industrial Plan in the European Union,
the New Direction on Economy and Industrial Policy

2No measure is perfect—not all innovation is recorded as research
and development or patented, while total factor productivity
captures other channels such as improved allocative efficiency. The
spread of digital products further complicates measuring total factor
productivity, as the market prices of those products tend to be less
representative of consumer value than is the case for other products.
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Figure 2.2. Increasing Use of Industrial Policies for Innovation
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Sources: Global Trade Alert database; Juhdsz and others 2022; and authors’
calculations.

in Japan, and the K-Chips Act in Korea—as well

as long-standing policies in large emerging market
economies such as China, share a strong emphasis on
innovation in specific sectors, among other objectives.
Most packages include fiscal incentives for innovation
in green and advanced technology sectors (such as

Al and semiconductors) (Figure 2.2, panel 2), with a
heavy reliance on costly subsidies.

Governments may want to direct the course of
innovation for various reasons, including addressing
market failures—that is, externalities related to
climate and public health, knowledge spillovers to
other sectors, supply chain resilience, and national

Table 2.1. Potential Rationales for Directing Innovation

EXPANDING FRONTIERS: FISCAL POLICIES FOR INNOVATION AND TECHNOLOGY DIFFUSION

2. Industrial Policies by Sector, 2023
(Percent)
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Sources: Evenett and others 2024; and IMF staff estimates.

Note: Green sectors are highlighted in green and high-tech sectors in blue. Sectors
with blue and gray stripes include technologies that are both advanced and
non-advanced economies.

security (Table 2.1). Historical experience suggests that
getting industrial policy right is a tall order (Box 2.1).
Whereas policies may help some firms become more
productive, they can also lead to inefficient allocation
of resources. Indeed, an abundance of failed programs
in countries with strong institutions shows that it is
difficult to avoid policy mistakes. Even when projects
succeed in transforming industries, such as Airbus in
the European Union and electric vehicles in China, they
can incur high fiscal costs and, in some cases, generate
negative cross-border spillovers.

This section develops a model-based framework
to assess conditions under which sector-specific fiscal

Target

Rationale

Green innovation
of future technology.

Labor market effects
Spillovers to other sectors

Accelerate the development of green technologies, as current innovation can persistently determine the path

Discourage labor-saving technologies that disrupt labor markets (for example, generative artificial intelligence).
Support sectors that generate more innovation spillovers to other sectors in order to lift productivity growth;

laggard sectors can act as bottlenecks to aggregate growth.

Defense/self-sufficiency
International competitiveness
Local spillovers

Develop domestic innovation in strategic technologies (for example, civilian—military dual use).
Develop domestic technologies to capture global market shares or improve terms of trade.
Promote agglomeration spillovers from innovation hubs.

Sources: Acemoglu and others 2012; Acemoglu and Johnson 2023; Acemoglu, Autor and Paterson 2023; Bai, Jin and Lu 2023; Carlino and Kerr 2015;

Hidalgo and Hausman 2009; and Liu and Ma 2023.

Note: The table summarizes commonly provided rationales for directing innovation. Not all of the rationales may be feasible in practice.
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support for innovation is preferable to sector-neutral Figure 2.3. Simulated Welfare Impact of Industrial Policy

support (“horizontal” policies) (Online Annex 2.1).3 (Consumption-equivalent change relative to no industrial policy, percent)
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Liu and Ma 2023; World Intellectual Property Organization, Green Inventory; and
IMF staff simulations.

Note: The figure presents simulations from an endogenous innovation model with a
sectoral network, based on Liu and Ma 2023. The government chooses sectoral
research and development subsidies to capture cross-sector knowledge spillovers
(measured by patent citation linkages) and emissions-reduction goals (dashed
line), but may favor politically connected sectors (proxied by sector markups). The
lines in the figure show differences relative to sector-neutral support. For details,

domestic innovation policy.

An illustrative simulation indicates the welfare
implications of industrial policy. For a large, advanced
economy (for example, the United States), targeting
support to sectors with larger knowledge spillovers can
increase welfare by 2 percent (in consumption-equivalent

terms) compared to an equivalent amount of
sector-neutral support (Figure 2.3). This estimate
assumes there is no misallocation of fiscal support. The
welfare gains rise to 5 percent when the government
considers emissions-reduction goals and directs
innovation to sectors with higher green intensity
(measured by the share of green patents). This is because,
in addition to promoting knowledge spillovers across
firms, support for green innovation complements carbon
pricing and other environmental policies in reducing
emissions externalities (Box 2.2). Further, emissions are
relatively easy to measure.

Implementation challenges, however, can lower
the economic and social benefits of industrial policy.
The model simulations show that as the degree of
political capture increases, industrial policy can result
in welfare losses even in a large economy with green

goals (Figure 2.3).% In the analysis, the political

3The framework is based on a model of endogenous innovation
with a sectoral network of knowledge spillovers (an extension of Liu
and Ma (2023).

4In the model simulation, this occurs when the weight on
politically connected sectors reaches 0.5, equivalent to a worsening
of the allocation of resources by 10 percent of the gap between the
United States and large emerging market economies (Hsieh and

Klenow 2009).
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see Online Annex 2.1.

weight of a sector is proxied with market power,

in line with evidence that firms with larger market
shares tend to employ more politicians per worker
(Akcigit, Baslandze, and Lotti 2023), and that political
connections can drive the market valuation of listed
firms and the allocation of government spending
(Acemoglu and others 2016; Choi, Penciakova,

and Saffie 2021). More broadly, the effectiveness of
industrial policies can also be hindered by information
asymmetries between the government and firms, such
as mislabeling of projects, inefficient government
administration, inertia in policies (Juhdsz, Lane, and
Rodrik 2023), and uncertainty about—or misgauging
of—the social benefits.

Not all countries benefit equally from industrial
policy. The ability to influence cross-sector knowledge
spillovers is generally more limited in small or more
open economies because a larger share of their
knowledge flows come from abroad (Figure 2.4) or
are exported. More open economies are also less able
to complement R&D support with production or
demand-side subsidies, as they are more integrated in
global markets and supply chains.
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Figure 2.4. Domestic Knowledge Spillovers, Select Economies
(Patent citations from own country, percent of total)
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Note: The figure displays the within-country average of domestic patent citations
across all sectors. Patents are attributed to countries based on the location of their
inventors. For details, see Online Annex 2.1.

Taking a representative small open economy at
the technology frontier, where only 10 percent of
knowledge spillovers originate domestically (compared
with almost 70 percent in the United States), the
simulations show limited gains from targeted support
even in the absence of implementation frictions
(Figure 2.3). However, the analysis also implies
that small economies specializing in frontier sectors
with mostly domestic spillovers can benefit from
directing innovation (Figure 2.4). This could explain
industrial successes in Korea and Taiwan Province
of China (Cherif and Hasanov 2019). Moreover,
smaller countries can coordinate their policies to
account for the knowledge spillovers between each
other (an example is the European Union’s Horizon
Europe Program).

An important corollary of these findings is that
geoeconomic fragmentation could be self-reinforcing
and hard to reverse. This is because larger
research-intensive economies tend to have more
domestic spillovers and, as such, greater incentives
to implement industrial policies, which often entail
preferential treatment for domestic industries
(Evenett and others 2024). As most of the stock
of knowledge is imported even for most countries
at the technology frontier, policies discriminating
against foreign firms can prove self-defeating and
trigger costly retaliation.

In sum, industrial policy for innovation can only be

beneficial if the following conditions hold:

o Externalities can be correctly identified and precisely
measured (for example, carbon emissions).

¢ Domestic knowledge spillovers from innovation in
targeted sectors are strong.

¢ Government capacity is high enough to prevent
misallocation (for example, to politically connected
sectors).

e Policies do not discriminate against foreign firms, so

as to avoid triggering retaliation by trade partners.

As with any model-based analysis, tractability
demands that the framework leave out a number of
factors that could affect the policy conclusions. One
such issue is that welfare gains are calculated relative to
the distribution of R&D support under no industrial
policies. In practice, countries typically have in place
innovation policies that directly or indirectly subsidize
specific sectors (for example, place-based policies when
sectors are geographically concentrated). As a result,
comparing the optimal distribution with the actual
distribution of innovation support could result in
lower estimated gains than shown here. The simulation
also assumes that governments take the path of foreign
innovation as given. For large economies, knowledge
spillovers to other countries could be beneficial if
they improve the quality of imported products. On
the other hand, knowledge spillovers could allow
competitors to gain global market shares, spurring
countries to restrict knowledge outflows (Garcia-Macia
and Goyal 2020). As such, assuming that governments
account for foreign knowledge spillovers could either
amplify or mitigate the gains from industrial policy.

The analysis also sheds light on how to optimally
allocate R&D across sectors. While greener sectors
should receive more support given emissions
externalities, the relationship is not linear (Figure 2.5).
The degree to which innovation in each sector benefits
other sectors also plays a big role. Not all green
sectors are equally central in terms of their knowledge
spillovers, and knowledge can spill over between green
and brown sectors over time, diluting the effects of
targeting green sectors.

Innovation policy in large economies has also
focused on Al (for example, Al Next and Al Institutes
in the United States and the European Union’s
Partnership on Al, Data and Robotics), or on key
inputs to Al such as semiconductors. The simulation
results show that in contrast to green sectors, sectors
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Figure 2.5. Optimal R&D Support by Sector
(Change in R&D relative to no industrial policy, logs)
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Sources: Diez, Fan, and Villegas-Sanchez 2021; European Patent Office, PATSTAT;
Liu and Ma 2023; World Intellectual Property Organization, Green Inventory; and
IMF staff simulations.

Note: Simulations from an endogenous innovation model with a sectoral network,
based on Liu and Ma 2023. The dashed line shows the average increase in a
sector’s R&D support (relative to uniform support) as the green intensity of the
sector increases. Sectors are aggregated into 20 bins (shown in dots) and the
y-axis is rescaled to a zero mean. R&D = research and development.

currently projected to be more exposed to Al may
not necessarily warrant greater fiscal support because
they do not generate higher spillovers, on average
(Online Annex 2.1). Of course, innovation in Al
technology could lead to higher research spillovers over
time, including in health and green sectors with high
social returns, which are not captured in the model.
That said, global corporate investment in Al has
soared more than 10-fold in the past decade (Maslej
and others 2023). After decades of research, often
funded by governments, Al technology has matured
to the commercial adoption phase. More generally,
an assessment of fiscal incentives for Al needs to
consider not only their impact on innovation but
also their implications for other objectives such as the
government budget and labor market effects. As such,
priority could be given to technologies that expand
human capabilities and to facilitating Al adoption in
sectors with higher social benefits.

Overall, these results point to the importance of
exercising caution when using industrial policies
for innovation. Even as multiple social goals—
most prominently, reducing emissions—call for
greater innovation in some sectors than others,
implementing industrial policies effectively is
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challenging. It requires sufficient information,
including on the nature of market failures,
input-output linkages, supply chains, administrative
capacity, and influence over global innovation flows.
Governments deploying industrial policies should
strengthen technical capacity to vet subsidized
projects (see the discussion in the next section),
establish clear benchmarks, conduct exhaustive
assessment of fiscal costs and risks, recalibrate
support as conditions change, foster competition,
and seek international collaboration.

Promoting Innovation at the
Technology Frontier

Directing innovation to specific sectors delivers gains
under fairly restrictive conditions, and widespread use
of industrial policies can entail large fiscal costs. This
section discusses how advanced and emerging market
economies at the technology frontier should design a
broader innovation policy toolkit using cost-effective
fiscal instruments at a juncture of limited fiscal space
and appropriate targeting to account for the nature of
research (fundamental versus applied), the innovation
lifecycle, and firm characteristics (age, financing
constraints).

The mix of innovation policy instruments used
by governments has evolved over past decades.
Government spending has been increasingly tilted
toward incentivizing firm R&D. Whereas public
R&D has remained stable at about 0.5 percent of
GDP in Organisation for Economic Co-operation
and Development (OECD) economies (Figure 2.6,
panel 1), funding for fundamental research has
stagnated even as the implicit subsidy rate to
firm R&D expenditure from tax incentives (such
as tax credits) has almost tripled since 2000
(Figure 2.6, panel 2).

Governments have also rapidly increased the use of
other instruments such as patent boxes (used in 21 of
38 OECD economies as of 2022), which tax income
derived from patents at a lower rate. Consequently,
private sector innovation has increased (measured by
firm R&D) but tends to be commercially oriented
and incremental in nature even as innovation depends
more on fundamental scientific advances funded by
public research. How countries at the technology
frontier can rebalance this using an appropriate policy
mix is discussed in the next section.
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Figure 2.6. Governments Shifting R&D Support to Tax Incentives for Firms
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Sources: Gonzalez Cabral and others 2023; Organisation for Co-operation and Development (OECD); and IMF staff calculations.
Note: Firm R&D includes that which is financed by firms (potentially supported by tax incentives but excluding government grants to firms). Government R&D is that which is
financed by the government excluding grants to firms. The R&D tax incentive rate is based on implicit effective subsidies. Income-based tax regimes include patent boxes,

among other instruments. The panel 2 sample consists of 40 countries including OECD economies plus China, Romania, Russia, and South Africa. R&D =

development.

Designing an Efficient and Cost-Effective
Innovation Toolkit

Governments need to design an innovation toolbox
that effectively combines different instruments that
account for economic efficiency, fiscal costs, policy
objectives, and design features. The analysis of
cost-effectiveness of commonly deployed budgetary
instruments for innovation draws on a meta-study of
existing literature and new empirical estimates. For
each policy instrument, Table 2.2 shows the estimated
increase in total R&D expenditure per dollar of fiscal
cost, together with policy guidelines.’

Overall, public research, R&D tax incentives, and
research grants (all highlighted in green in Table 2.2)
are consistently found to be the most cost-effective
tools. In particular, tax incentives and grants lead on
average to almost one additional dollar in total R&D
expenditure per dollar of fiscal cost, with slightly larger
effects for financially constrained firms (Agrawal,
Rosell, and Simcoe 2020). One benefit of tax
incentives is that all private R&D activities get equal
treatment. The drawback, however, is that private
sector R&D decisions may not adequately address

50Online Annex 2.2 discusses the estimates based on the literature,
while Online Annexes 2.3 and 2.4 describe the empirical approaches.

research and

the complex knowledge spillovers associated with
innovation. Policy objectives also matter: Grants can
be more useful for start-ups (typically young and small
firms) at earlier stages of the financing cycle, whereas
tax incentives can be cheaper to administer but require
that firms have sufficient internal funding.

Public research is found to have the largest “bang
for the buck,” with more than one additional dollar
in total R&D per dollar of fiscal cost. This is not
surprising, as public research funding tends to focus
on fundamental research, which has high knowledge
spillovers benefiting more sectors in more countries,
and for a longer time than applied research by firms
(see the October 2021 World Economic Outlook).
Opverall, subsidies are especially useful for supporting
the research component of R&D—the eatly phase
of the innovation process when knowledge spillovers
tend to be larger (see the April 2016 Fiscal Monitor).
Tax incentives can complement these subsidies by
providing across-the-board incentives to all firms
investing in R&D. The different innovation tools
can also work together to reinforce synergies between

firms, universities, and public research institutes (Arora

6These can include tax credits, enhanced allowances, accelerated
depreciation, and special deductions for labor taxes or social security
contributions.
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Table 2.2. Budgetary Instruments to Promote Innovation

Impact on Total R&D per Dollar Spent

Instrument IMF Staff Estimates Literature Policy Guidelines
R&D tax incentives [0.7,0.9] [0.2,1.5] Better for mature firms and for horizontal support
Preferable if tax credit is refundable
Patent boxes (intellectual Small ~0 Induce profit-shifting/excessive patenting
property regimes) BEPS Action 5 reform effect still uncertain’

R&D grants n.a. [0.5,1.5] Better for younger firms and for targeting sectors with high
social returns

Public R&D [1.2,1.5] >1 Better for fundamental research and for targeting sectors with
high social returns

Moonshot projects n.a. Inconclusive Can have strong relocation effects

Sources: Organisation for Economic Co-operation and Development (OECD); and IMF staff estimates. See Online Annex 2.2 for literature sources.

Note: Instruments found to be most cost-effective are highlighted in green. IMF staff estimates are based on an ordinary least squares panel regression with
country and year fixed effects, controlling for macroeconomic factors and the corporate income tax rate. The sample consists of 40 countries including OECD
economies and China, Romania, Russia, and South Africa during 2000-21. Intervals in brackets refer to the 25th and 75th percentiles of the coefficient
distribution, respectively. All coefficients in the table are statistically significant at the 95 percent confidence level. For more details on IMF staff estimates,
see Online Annexes 2.3 and 2.4. For the literature estimates, see Online Annex 2.2. n.a = not applicable; R&D = research and development.

1 The OECD/Group of Twenty Base Erosion and Profit Shifting (BEPS) Project Action 5, effective since December 2015, requires firms benefiting from
intellectual property regimes to conduct substantial R&D activity in the country offering the patent box.

and others 2023), increasing the cost-effectiveness of
innovation and higher education policies.

Combining these results with estimates of the output
response to R&D from the literature, the implied
fiscal multiplie—r#he increase in outpur per dollar of
fiscal cost—is 3 to 4 over the long term for the most
effective tools (Online Annex 2.5). This implies that
increasing fiscal support for R&D by 0.5 percentage
point of GDP (or about 50 percent of the current
level in OECD economies) through a combination of
public research funding, grants to firms, and tax credits
could raise GDP by up to 2 percent. The GDP impact
reflects the complementarity between public and private
research. The innovation policy mix also lowers the
public-debt-to-GDP ratio by about 0.5 percentage point
over an eight-year horizon, as the initial increase in debt
from higher fiscal spending is gradually offset by higher
GDP and revenue (Online Annex 2.5). However, while
innovation policies can pay for themselves in the long
term, countries with limited fiscal space may need to
raise revenue or reprioritize other spending to finance
the short-term costs of those policies (see Chapter 1).

These estimates are based on the observed effects
of existing policies for an average OECD economy.
Fiscal costs and growth effects will vary depending
on the policy mix adopted, the human capital base,
and other country characteristics. For instance, the
reduction in the debt-to-GDP ratio will tend to be
larger in economies with higher initial debt ratios.
Tilting support toward public research, which entails
large knowledge spillovers but is underfunded, could
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yield larger payoffs at a lower cost and over a longer
period. Moreover, GDP gains from subsidies could
be higher if targeting is improved and domestic
innovation spillovers are high, as discussed in the
previous section.

Indeed, policy design and targeting are critical
to driving productivity and growth payoffs. The
world’s top 2,500 R&D investors account for close
to 90 percent of global business R&D expenditure
and 60 percent of patent filings for all technologies
(Amoroso and others 2021), and the share of
innovation done by more established firms has been
growing relative to entrants (Garcia-Macia, Hsieh, and
Klenow 2019).7 Social returns to innovation can be
considerably smaller if large firms or market leaders
use defensive patenting to cement market power
and block more innovative competitors, suggesting
that tax incentives must be kept simple to maximize
take-up across firms. Incentives also tend to be more
cost-effective when they only reward incremental
R&D and avoid favoring incumbents or state-owned
enterprises.® Public funding for research and grants

7This concentration of innovation is particularly pronounced
in high-tech sectors such as software and computer services,
pharmaceuticals, and biotechnology. See Akcigit and Kerr (2018),
Argente and others (2020), and Akcigit and Goldschlag (2023) for a
discussion of how large established firms can impede innovation.
8Tax incentives for innovation may become less effective
because of the global minimum tax agreed upon by the members
of the Inclusive Framework. This occurs, for instance, if tax relief
reduces the effective tax rate below the global minimum rate of

15 percent (IMF 2023).
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is better suited to target specific types of innovation
or sectors, including nonmarket sectors, but, as
discussed earlier, such funding requires sufficient
administrative capacity.

The effectiveness of other fiscal instruments in
driving innovation and productivity growth is less

clear cut. “Moonshot” projects that focus on a single

mission (Mazzucato 2018) can catalyze resources
for narrow goals (for example, developing vaccines
against COVID-19), but evidence on their broader
efficacy is inconclusive. Patent boxes or intellectual
property regimes, which offer preferential tax
treatment to income from protected intellectual
property assets (for example, patents, trademarks,
or copyrights), tend to reward more established
and less financially constrained firms. They have
also been prone to profit shifting by multinationals
in the past, leading to a small overall impact on
domestic innovation activity. Firm R&D spending
increased after the 2015 international tax reform
required firms benefiting from patent boxes to
conduct substantial R&D activity in the country
offering the patent box (Online Annex 2.3).
However, a quasi-experimental regression analysis
suggests that these gains were limited to countries
that had adopted patent boxes before the reform
(Online Annex 2.4).

Opverall, R&D tax incentives that reward
expenditures or inputs are preferable to patent boxes
for outputs, especially since Al-driven business
models increase the potential for large established
firms to take advantage of preferential tax rates on
intellectual property.

Complementary Pro-Innovation Policies

Fiscal instruments are not the only policies that
drive innovation. Further, a sizable fraction of
innovation is not formally classified as R&D or
patents and as such not directly affected by fiscal

incentives. This highlights the importance of a broader

pro-innovation policy mix:

® Broader fiscal policies can have a strong effect on
innovation (Akcigit, Baslandze, and Stantcheva
2016) and potentially reinforce direct innovation
incentives. A well-designed corporate income tax
system, with generous loss carryforward rules
and refundable tax credits, can best provide
risk sharing throughout the innovation lifecycle
and alleviate financing constraints, especially

for start-ups (Hall 2022). More generally,
developing a coherent and simple tax system—
characterized by broad bases and low rates while
instituting systematic evaluation—is critical
to foster innovation. On the expenditure side,
public procurement should be sufficiently open,
transparent, and flexible to avoid discriminating
against innovative firms. Sound fiscal frameworks
and institutions are needed to implement a
cost-effective policy mix.

o Structural and competition policies should strike
a balance between lowering barriers to entry for
new innovative firms and maintaining robust
competition, especially amid rising corporate
market power and concentration (Akcigit and
others 2021), while securing the intellectual
property rights of successful innovators. Even
when well-calibrated, intellectual property rights
confer temporary monopoly power, which delays
the widespread dissemination of innovation to
competitors and slows technology adoption. This
could, at times, run counter to society’s broader
goals. Policies should ensure a level playing field
for different types of firms, including state-owned
enterprises.

o Trade policies should strive to support open
markets that allow a free exchange of ideas,
key to advancing research at the frontier and
facilitating scientific collaboration across borders.
Fragmentation could lead to large productivity
losses by hindering the exchange of knowledge
(Baba and others 2023).

o Financing policies should improve access to
financing vehicles across firms, which usually
take the form of equity, as innovation is risky and
produces intangible assets that are harder to use as
loan collateral (Garcia-Macia 2017) but may also
require different tools along the innovation lifecycle
(Armitage, Bakhtian, and Jaffe 2023).

Fiscal policies also need to ensure that the gains
from innovation are broadly distributed across society,
as technological progress does not always “lift all
boats.” Technological advances offer prospects for
higher productivity and stronger growth but can lead
to structural change that creates new jobs and sectors
while displacing and transforming others. Brollo and
others (forthcoming) discuss the upgrades to social
protection and tax systems needed to manage the
effects of disruptive technological transformation.
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Figure 2.7. Services Imports and Real FDI in Emerging Market and Developing Economies

1. Services Imports
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L — Information and communication technologies -

260- -—- Total -

240- -
220-
200-
180-
160-
140-
120-
100

2. Real FDI Shares
(Percent of total FDI)
100 -

95-
90-
85-
80-
— Advanced economies

Emerging markets
— Low-income countries

75-

60I 1 1 1 1 1 1 1

2010 11 12 13 14 15 16 17 18 19 20 21

Sources: Organisation for Economic Co-operation and Development/World Trade
Organization, Balanced Trade in Services dataset; and IMF staff calculations.
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Sources: Damgaard, Elkjaer, and Johannesen 2024; and IMF staff calculations.

Note: In panel 1, indices are constructed for the aggregate value of imports of all services and for that of information and communication technology services. Panel 2
shows average shares of real inward FDI in total inward FDI positions across country groups. Real FDI equals total FDI excluding FDI in the same country with no productive
activities, including little or no physical presence, employment, production, and no other activities other than holding and financing. FDI = foreign direct investment.

Accelerating Technology Diffusion across
Countries and Firms

Worldwide, innovation is highly concentrated—
the top seven economies at the technology frontier
account for more than half of global R&D
spending.” Homegrown innovation is costly, but
economies below the technology frontier (largely
emerging market and developing economies)
can benefit from foreign knowledge spillovers
to accelerate their growth potential and develop
their own innovation capacity. Broader technology
adoption across firms is also needed to narrow
productivity gaps between top firms (those at the
technology frontier) and laggards.!? The role of
fiscal policy in facilitating these processes in the
face of ongoing climate and digital transitions is
discussed in the next sections.

9According to the United Nations Conference on Trade and
Development’s Frontier Technology Readiness Index, the top
seven frontier economies are (in the order of the index) the
United States, the United Kingdom, Germany, Korea, France,
The Netherlands, and Sweden, although China has risen to
become a major contributor to R&D spending. The index ranks
countries based on five areas: information and communications
technology deployment, skills, R&D activity, industry activity,
and access to finance.

10Eyen in advanced economies, most firms are not at the frontier.
For example, in Australia, only 2 percent of businesses operate at the
global frontier (Productivity Commission 2023).
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Channels of Cross-Border Diffusion to Emerging Market
and Developing Economies

Cross-border technology is diffused through flows of
goods, services, capital, people, and information (Keller
2010). Two distinct channels for sharing innovation
stand out in the context of ongoing green and digital
transformations:

o Imports of services. The diffusion literature has
primarily focused on trade in goods, but cross-border
trade in services, and particularly digital services
(Figure 2.7, panel 1), has grown faster than trade in
goods, accounting for a quarter of global gross exports
in 2023. Boosted by innovations in information and
telecommunications, the globalization of services has
defied geoeconomic fragmentation and is considered
the new driving force of global integration (Georgieva
and Okonjo-Iweala 2023).

o Real foreign direct investment (FDI). Multinational
affiliates receive technology from parent firms (Carr,
Markusen, and Maskus 2001), including green, digital,
and Al-enabled technologies, which then diffuse that

technology to local firms through investments.!!

'The scale of real FDI—physical investment made by
multinationals—is not reflected in traditional FDI data (Figure 2.7,
panel 2), which measure financial flows of multinationals, including
flows that have no direct correspondence with real investment. For
instance, traditional FDI data include conduit FDI flows that pass
through multiple countries before generating real investment somewhere
else, estimated at about 40 percent of global FDI (Aykut, Sanghi, and
Kosmidou 2017; Damgaard, Elkjaer, and Johannesen 2024).
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Figure 2.8. Determinants of Services Imports and Real FDI into Emerging Market and Developing Economies
(Coefficient estimates)
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Sources: Damgaard, Elkjaer, and Johannesen 2024; GeoDist (CEPII); International Bureau of Fiscal Documentation; IMF, April 2023 World Economic Outlook; IMF, World
Revenue Longitudinal Database (WoRLD); Organisation for Economic Co-operation and Development, Balanced Trade in Services database; Penn World Tables; World Bank;
UN E-Government Knowledgebase; and IMF staff calculations.

Note: The figure panels show estimated coefficients from augmented gravity equations for the monetary value of bilateral services imports and (log) bilateral inward real FDI
positions. Estimates for services imports are obtained from a Poisson pseudo maximum likelihood panel regression for 70 emerging market and developing economies
during 2009-21. Estimates for real FDI are from a panel regression for 21 emerging market and developing economies during 2009—-17. Each estimate can be interpreted
as an “estimate times 100 percent” increase in services imports or real FDI position after a unit increase in the corresponding explanatory variable. All indices are
standardized on a yearly basis. The whiskers indicate 95 percent confidence intervals. FDI = foreign direct investment; VAT = value-added tax.
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domestic patent activity, and that both services trade . . o
to emerging market and developing economies is

and FDI increase domestic productivity (Online . g .
P y ( used to disentangle the contribution of specific

Annex 2.6). Notably, services imports stimulate policies. Policies aimed at building human capital

greater diffusion than goods in.1p orts. By making and improving connectivity through better digital
increasing use of available foreign knowledge d ohvsical inf )
and physical infrastructure are estimated to be key

embodied in these channels, emerging market and )12

determinants (Figure 2.8; Online Annex 2.6
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activity and increase productivity through the . . L .
Y p Y & in education spending in emerging market and
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P & & developing economies is associated with a 13 percent

Technology diffusion through trade and investment
is not automatic. Economists have long emphasized

that aSSImllatlng and p rOduCtlvely using forelgn 12The gravity model allows for gauging the role of fiscal policies in

know-how requires absorptive capacity (Cohen and
Levinthal 1990; Comin and Mestieri 2018). This
points to an important role for fiscal policies in
supporting innovation diffusion and adaptation, as
discussed in the next section.

facilitating the bilateral flow of trade and capital between countries
at the technology frontier and recipient emerging market and
developing economies. The model controls for standard determinants
such as size, income levels, geographic distance, technological
differences, and other nonpolicy factors (such as price differentials
and regulatory frameworks).
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Figure 2.9. Effect of Enhanced Public Investment on

Productivity and GDP
(Percent change)
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Sources: Damgaard, Elkjaer, and Johannesen 2024; IMF, April 2023 World
Economic Outlook; Organisation for Economic Co-operation and Development/
World Trade Organization, Balanced Trade in Services database; Penn World
Tables; UN E-Government Knowledgebase; World Bank; and IMF staff calculations.
Note: The figure shows the estimated impact of policy changes on growth in TFP
and GDP in emerging market and developing economies through real FDI and
services imports channels. These combine estimates from diffusion regressions for
TFP with augmented gravity models for services imports and real FDI. Blue markers
indicate the range of changes in GDP growth, depending on the response of capital.
FDI = foreign direct investment; pp = percentage point; TFP = total factor
productivity.

increase in their services imports and a 32 percent
increase in real FDI inflows.!3

Upgrading digital infrastructure and skills can
enable emerging market and developing economies
to share in the productivity gains from digital
technologies, including Al (OECD 2022; Calvino
and Fontanelli 2023). Enabling policies include
government support to achieve universal connectivity
by incentivizing or directly investing in building
internet infrastructure and making internet access
more affordable. While education spending matters,
the quality and adaptability of education systems can
make a difference. Programs to promote digital literacy
and technical skills can help close digital adoption
gaps. GovIech—upgrades in the technologies used by
governments—can further lower barriers to diffusing
knowledge by improving the efficiency of public

spending and the delivery of education services.'*

13Government spending on education in emerging market and
developing economies averages about 5 percent of GDP, implying
that a 1 percentage point of GDP increase is equivalent to a
20 percent increase in education spending.

4An increase in internet use from 10 to 90 percent of the
population is associated with a rise in average primary and secondary
education scores of up to 25 percent (Amaglobeli and others 2023).
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The productivity and growth dividends of
public investments in these areas can be significant.
Combining the estimated effects of policies with
their impact on productivity in recipient countries
suggests that a 1 percent of GDP increase in education
spending (closing the gap between advanced and
emerging markets and developing economies) can
boost GDP by 1.9 percent over the medium term
(Figure 2.9; Online Annex 2.6). Similarly, improving
the quality of trade and transport infrastructure in an
average low-income country to bridge one-third of
the gap with emerging market economies—with an
estimated average fiscal cost of 1 percent of GDP—
increases GDP by 0.6 percent.!®> These estimates
only account for the effects of investments through
increased services imports and real FDI, and their
overall impact could be much larger.'®

Strategic public investments can therefore lead to
large payoffs over time but must be supported by
sound public investment management frameworks.
This demands carefully selecting investment projects
to ensure high economic and social returns and
strengthening fiscal frameworks and institutions
to improve spending efficiency. Public—private
partnerships can support the execution and financing
of projects, but they require strong capacity to reduce
risks to the budget. For low-income developing
countries and some emerging market economies,
tighter budgets and elevated debt levels will likely
continue to constrain investment, which points to the
need to improve domestic revenue mobilization (as
discussed in the next section).

Not all countries are equally likely to benefit from
international technology transfers. Technology needs
in many low-income countries can differ from the
technologies used in more research-intensive economies
(Acemoglu and Zilibotti 2001; Moscona and Sastry
2022). This technology mismatch causes productivity
to persistently differ across countries and cluster in
places that are similar to the economies where research
takes place. Foreign aid can be an important conduit
for R&D spillovers to developing economies, but
coordinated investments in R&D on technologies
more suited to their environments may be needed.

15Based on the World Bank’s estimates of public investment
spending on infrastructure for a sample of more than 70 developing
countries over 2010-18 (Foster, Rana, and Gorgulu 2022).

16For example, for every dollar spent on education, as
much as $10 to $15 could be generated in economic growth

(UNESCO 2012).
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Climate change could also be a driver of future
technological mismatches, particularly in agriculture.
As such, resolving technology mismatches should

be at the center of global R&D policy to combat

climate change.

Tax Policy to Facilitate Diffusion (and Pay for Spending)

Bolstering tax policy and administration can also
help overcome barriers to technology diffusion to
emerging market and developing economies, while
also mobilizing needed revenue to finance public
investments. Consumption taxes and corporate income
taxes (CITs) are the most important revenue sources
for emerging market and developing economies.

For instance, value-added taxes (VATs) account for

33 percent of their tax revenue, whereas CITs account

for more than 15 percent, with a relatively large

share of the latter contributed by multinationals.

Given the importance of these revenue sources, the

analysis points to three key priorities (Figure 2.8;

Online Annex 2.6):

o Strengthening the VAT to raise revenue from rising
services imports is preferable to turnover taxes.
Countries should use the VAT to mobilize
revenue from growing services imports, instead
of relying on turnover-based taxes such as digital
services taxes levied on gross revenues from social
media platforms, internet search engines, and
online marketplaces. Estimates suggest that the
current revenue yields from a digital services tax
are low, and that the expansion of such taxes
could deter entry by smaller firms, contributing
to higher market concentration in the tech
sector (Dabla-Norris and others 2021).17 VAT
administration should adapt to emerging challenges
in taxing imported services, particularly those in
digital forms (Brondolo 2021), through simplified
collection mechanisms (for example, reverse charge
and vendor collection).

o Scaling back ineffective corporate tax incentives
can help pay for public investment. The empirical
evidence suggests that statutory CITs and effective
CIT rates for multinationals do not significantly
affect real investment flows to developing
countries (Figure 2.8). Instead of using ineffective

investment tax incentives, developing countries

"Digital service taxes could also result in retaliatory tariffs
between market and residence countries of digital service providers.
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should focus on improving governance and invest
in fundamentals to facilitate real FDI and services
imports (see the April 2016 Fiscal Monitor; see also
Online Annex 2.6). This point is reinforced by the
global minimum tax currently being implemented
by several countries that will make certain tax
incentives redundant (IMF 2023). Fiscal proceeds
can be sizable: removing CIT incentives could
raise tax revenue by almost 1 percent of GDP

in emerging market and developing economies
(Vazquez and Miguel 2022).

o Strengthening CIT5 to limit profit-shifting by
multinationals will safequard revenue. Despite
advances in global tax cooperation, the rise
of complex, intangible, and technology-heavy
business models has created challenges for taxing
corporate profits in countries where multinationals
do most of their business. Developing countries
should strengthen their CIT policies with robust
withholding taxes on outbound payments for
services imports—which are estimated to reduce
firms’ incentives to inflate costs and lower CIT
liabilities—and simplified anti-tax avoidance rules
(IMF 2023; see also the April 2022 Fiscal Monitor).

Facilitating Technology Diffusion across Firms

While the preceding section highlighted the role
of fiscal policies in driving cross-border technological
spillovers and their effects on productivity, this section
and those that follow explore the role of fiscal policy
in facilitating technology diffusion across firms.
Slowing diffusion of technology from frontier firms
to laggards—defined here as firms in the bottom
40 percent of the country-specific firm distribution—
is a main culprit behind the aggregate productivity
slowdown in many countries (Andrews, Criscuolo, and
Gal 2016; Figure 2.10, panel 1). Diffusion from top
firms in the digital sector has been particularly weak
and is a trend that could intensify with the uneven
penetration of Al and other digital technologies
(Berlingieri and others 2020).

Fiscal policies can help speed up technology
diffusion from firms at the technology frontier to
laggard firms. Analysis of a large sample of firms from
advanced and emerging market economies shows that
frontier innovation in an industry (measured by global
patent growth in that industry) plays a role in boosting
productivity growth of individual firms, implying that,
on average, innovation partly diffuses within industries
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Figure 2.10. Firm TFP Gaps and the Impact of Policies on Diffusion to Laggards
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(Change in TFP response after a 1 percent increase in industry patents,
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Sources: European Patent Office, PATSTAT; IMF, Financial Development Index; IMF, October 2023 World Economic Outlook; Orbis; World Economic Forum 2019; The Global
Competitiveness Report 2019; and IMF staff estimates.

Note: Panel 2 shows the estimated coefficients from a panel regression model for 43 countries over 1995-2020. The dependent variable is log changes in TFP. The
coefficient displayed shows the percent increase in growth of log TFP after a 1 percent increase in the growth of global patents for firms in countries where the policy
variable is one standard deviation higher than the sample average. Whiskers indicate 90 percent confidence intervals. Coefficient estimates are for laggard firms only, with
laggards defined as firms with TFP below the 40th percentile of TFP distribution by country, sector, and year. Policy and structural variables are standardized. Coefficients in
red and blue refer to variables related to spending policies and financing policies, respectively. Standard errors are clustered at the country-industry level. ICT = information
and communication technology; OECD = Organisation for Economic Co-operation and Development; PISA = Programme for International Student Assessment; TFP = total
factor productivity.

. 18 . .
(Online Annex 2.7).7 Further, public investments Figure 2.11. Effect of Digital Adoption and Digital

Infrastructure on Firm Productivity in the European Union
(Labor productivity in logs)

in education and physical and digital infrastructure
are associated with faster diffusion to laggard firms
(Figure 2.10, panel 2).

For example, enhancing infrastructure quality in 0% : /I-E\?fgitﬂo(?faliizftzegéwnloa d speed
an emerging market to the average level in advanced 0.30- W Effect of advanced digital technologies -
economies can almost double the impact of global
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This is corroborated by evidence from Europe: gains 048~ B
from digitalization are larger for firms located in '
regions with better digital infrastructure and faster 012- -
internet speeds (Figure 2.11). This suggests that public
investment can amplify the effect of advanced digital 0.06- -
technology in boosting firm productivity (European 0. . . .
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Source: European Investment Bank 2024.
Note: Based on an ordinary least square regression controlling for firm size, firm
age, country, and sector (three groups of European Union countries and four

18To distinguish high-value inventions from the large number
of patents that get filed globally, patent growth in the analysis is

defined in terms of the growth of international patent families, with
a patent family consisting of all the patents that cover the same
invention, and with the family containing patents that have been
filed in more than one jurisdiction.
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macroeconomic sectors). Regions with high download speed are defined by
Eurostat as NUTS 2 regions with average download speed higher than the median
download speed across all regions. The whiskers indicate 95 percent confidence
intervals. NUTS = nomenclature of territorial units of statistics.
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Figure 2.12. Simulation of the Labor Productivity Impact of
Corporate Tax Reform across Firms in Emerging Market
Economies

(Probability density function, percent; productivity in logs)
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Sources: Capelle and others 2023; Compustat; and IMF staff simulations.

Note: Based on a heterogeneous-firm general equilibrium model with different
capital vintages, calibrated to Brazil, China, India, Indonesia, Malaysia, South
Africa, and Thailand. The reform includes a 12 percent tax deduction rate on
investment in the newest vintage of capital, financed with a 5 percentage point
increase in profit taxes. The resulting gains in aggregate labor productivity and
consumption are 2.7 and 3.4 percent, respectively.

A broad policy mix affecting incentives and
capabilities is needed to boost technology diffusion
to laggard firms. This includes robust competition
policy that ensures a level playing field and adequate
financing policies. Evidence suggests that the
availability of credit and venture capital is associated
with stronger diffusion to laggard firms (Figure 2.10,
panel 2), as these firms tend to be smaller and have less
shareholder funds. Regional initiatives can complement
domestic policies to prioritize acceleration of green and
digital diffusion, particularly for countries with limited

fiscal space.

Accelerating Diffusion with Targeted Fiscal Incentives

Countries can also use targeted incentives to foster
the uptake of new technologies. Illustrative simulation
based on a model of firms that can invest in older or
newer capital vintages (Capelle and others 2023) shows
that targeted fiscal incentives for technology upgrades
can lift productivity across firms. For example, a
revenue-neutral corporate tax reform that shifts the tax
burden away from frontier investment can encourage
30 percent of local firms in emerging market
economies to upgrade technology (Figure 2.12).
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This leads to higher aggregate labor productivity,
consumption, and welfare over the medium term
if local knowledge spillovers are considered.!® To
maximize their impact on accelerating diffusion,
incentives need to be well communicated (regarding
their horizon, coverage, and eligibility criteria),
transparently presented in budgets under a strong
governance framework, and effectively implemented.
Targeted fiscal incentives are increasingly being
used to promote domestic adoption and production
of green technologies. Removing barriers to
green diffusion is key, as many of the low-carbon
technologies already exist. The model simulation
shows that tax reforms to encourage technology
upgrades reduce greenhouse gas emissions, as newer
technologies tend to emit less. Incentives to stimulate
diffusion of green technologies should be embedded
in a broader mix of fiscal climate-mitigation policies—
combining carbon pricing with phasing out fossil fuel
subsidies, building public infrastructure, strengthening
procurement, and reducing bureaucracy (Box 2.3).

Conclusion
Global growth has weakened, and productivity

has slowed despite rapid advancements in Al and
other digital technologies. Improving growth
prospects is essential in the face of high government
debt, population aging, climate change, and large
convergence gaps across countries. But promoting
long-term growth can be challenging in a fiscally
constrained world. Carefully designed fiscal policies
to stimulate innovation, together with measures
to broaden technology diffusion, can deliver faster
productivity and economic growth for all countries.
The recent turn to industrial policies to support
innovation in specific sectors and technologies is not a
panacea for higher productivity growth. Such policies
are only advisable when the social benefits can be
clearly identified (for example, emissions reductions),
knowledge spillovers from innovation in targeted
sectors are strong, and sufficient administrative
capacity is in place. Higher subsidies for green
innovation may be warranted given the imperative
to decarbonize economies, but these should be

9Challenges can arise in designing and implementing targeted
subsidy schemes because they require a careful delineation of
eligibility criteria and effective monitoring to prevent “relabeling”
(firms reclassifying unqualified spending to benefit from
preferential treatment).
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transparent, focused on environmental objectives, and
complemented with robust carbon pricing, and should
avoid discrimination against entrants. In general,
governments deploying industrial policies should
invest in administrative capacity, recalibrate support as
conditions change, and foster competition.

For advanced and emerging market economies
close to the technology frontier, a well-designed
pro-innovation fiscal policy mix can substantially lift
productivity, boost GDP, and reduce debt-to-GDP ratios
over the long term. This entails a complementary mix
of public investment for fundamental research, grants
for innovative start-ups (especially in high-social-return
sectors like green technologies), and tax incentives to
encourage applied innovation across firms, alongside
strengthened linkages between business and research
and education institutions. Complementary structural,
competition, trade, and financial policies are needed
to provide a level playing field, avoid concentration of
market power, and ensure adequate access to financing
along the innovation cycle, particularly for long-horizon
green energy projects.

Emerging market and developing economies
below the technology frontier should focus on a
well-calibrated policy mix to facilitate adoption
of existing technologies. Investments in and more
effective implementation of digital infrastructure,
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education, and training programs can accelerate
diffusion, including to laggard firms. Removing
barriers to diffusion of green technology requires
investing in key complementary infrastructure,
alongside adequate carbon pricing that aligns private
sector incentives and helps to finance these initiatives.
As digitalization enables new forms of cross-border
trade and FDI, taxation of these activities will need
to be adapted to facilitate diffusion while generating
revenue. Priorities include using a broad-based VAT
instead of tariffs or turnover taxes, scaling back costly
tax incentives, and closing loopholes that allow for
international tax avoidance.

Reaching the world’s full innovative potential and
accelerating technology diffusion will not be possible
without protecting and deepening international
collaboration. Inward-looking industrial policies lead
to a costly race in subsidies and trade restrictions.
Economies farther away from the technological frontier
will lose the most, given their reliance on foreign
technology. Coordinating innovation policies is critical
to catalyze cross-border spillovers and boost innovation
capacity and global economic growth. Not all foreign
technologies benefit developing countries, however,
so addressing technology mismatches should be at the
center of global innovation policy, especially to combat
climate change.



CHAPTER 2

Box 2.1. Industrial Policies for Innovation: Lessons from Historical Cases

This box reviews cases of industrial policy for innovation
and their varied outcomes. Policy mistakes are common,
and initiatives that do successfully transform industries
often grapple with high fiscal costs and, in some cases,
negative cross-border spillovers.

Airbus in the European Union (EU). EU
governments have invested heavily since the 1970s
to develop a continental champion of commercial
aircraft: Airbus. Governments initially provided
subsidized loans, and later reimbursable advances
linked to sales, which share downside risk with
government (Olienyk and Carbaugh 2011).
Government support was motivated by the “natural
monopoly” features of aircraft production, with strong
scale economies provided by high fixed costs and
learning by doing (Baldwin and Krugman 1988). The
EU also had an interest in repatriating profits that
previously accrued to the quasi-monopoly of US-based
Boeing, even if the entrance of a new producer meant
lowering production efficiency globally (Brander and
Spencer 1985).

Through successful innovation in industrial
processes, Airbus managed to break Boeing’s
monopoly. According to Neven, Seabright, and
Grossman (1994), Airbus benefited Europe, earning
a rate of return between 6 and 11 percent, and likely
generating positive innovation spillovers to other
firms. But it also had some negative cross-border
spillovers. While aircraft producer prices only
dropped by 3.5 percent, Boeing’s profits fell by
more than $100 billion, competitive pressures from
other US producers decreased, and commercial
aviation’s production costs rose because of Boeing’s
reduced economies of scale and scope. Moreover,
the United States reciprocated the EU’s intervention
with increased support for Boeing, eventually
leading to lengthy trade disputes at the World Trade
Organization (Irwin and Pavenik 2004).

Electric vehicles in China. China made a strategic
decision to prioritize electric vehicles in 2009, when
the market was still virtually nonexistent, with the Plan
to Adjust and Revitalize the Auto Industry (Branstetter
and Li 2023). Key goals were technological self-reliance,
avoiding dependence on oil imports, and reducing
emissions (Gomes, Pauls, and ten Brink 2023). The
government initially leveraged public procurement
and required carmakers to prioritize electric vehicles.
Later, the government introduced various incentives for
consumers (subsidies, tax breaks, and free license plates),

estimated at $50 billion from 2011 to 2019 (Li and
others 2020) and supported infrastructure development
(for example, charging stations). Competition gradually
increased as the government allowed foreign companies
to manufacture in China, favoring consumer choice.

These efforts helped Chinese manufacturers reach
(and expand) the technology frontier and become
global sales leaders by the time foreign demand
for electric vehicles took off. However, assessing
the program’s net benefits is not straightforward.
Supply-side incentives are hard to quantify, and while
some subsidies have been phased out, the overall fiscal
cost may have increased over time with the booming
market size (electric vehicle purchase tax breaks are
expected to cost $72 billion over 2024-27). There
is also evidence of excessive entry, with hundreds
of domestic producers in eatly years leading to a
wave of consolidations and exits (Branstetter and Li
2023). Finally, the benefit of lower emissions from
vehicles has been partly offset by increased coal-based
electricity generation (Rapson and Muehlegger 2022).

Less transformative cases. The history of industrial
policy for innovation is also filled with projects
that failed to be transformative and were eventually
discontinued, including in economies at the
technology frontier.

Japan’s Fifth Generation Computer Systems
Program was a government-industry research
consortium set up in 1982, funded by the government
and tasked with developing parallel computers for
artificial intelligence. The objective was visionary,
but the design and timing limited success. A narrow
focus on the university system failed to attract
a diverse pool of researchers, while the project’s
long horizon discouraged firm participation and
patenting. Competing technologies developed faster
than expected, and the project ended after 13 years
(Odagiri, Nakamura, and Shibuya 1997).

The United States created the Synthetic Fuels
Corporation (SFC) in 1980 after the energy crises
of the 1970s to finance (through direct loans and
guarantees) private projects that developed commercial
synthetic fuel plants. The SFC was allocated a large
budget (3 percent of 1980 GDP spread over 12 years),
but take-up was limited by conflicting conditionality
(in terms of both project scale and geographic
diversification), and the program’s economic
justification waned when oil prices normalized. When
it was terminated in 1986, the SFC had used only
about 1 percent of its budget.
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Box 2.1 (continued)

France’s Minitel was a precursor to the internet
launched in 1980. At its apex, it provided more than
26,000 services (including online purchases) to about
25 million users. The state-owned telephone company
provided the terminals for free, collected revenue from
user charges, and granted permissions for new services.
But because it was a centralized system, Minitel failed
to penetrate foreign markets and soon became obsolete
because of the internet. Despite still being profitable,
the system shut down in 2012.

Notably, even though these specific projects
were abandoned, their sectors eventually became
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commercially viable, underscoring the difficulty for
governments to pick the right projects at the right
time and successfully implement all of the steps
needed for widespread adoption. More generally,
assessing industrial policies for innovation requires
going beyond success stories and considering the full
sample of attempted projects. It also requires using
a comprehensive measure of net fiscal costs, which
includes both direct subsidies for innovation as

well as other producer and consumer subsidies, and
contingent liabilities from public lending, minus any
additional revenues.



CHAPTER 2

Box 2.2. Fiscal Support for Green Innovation
This box discusses the effects of fiscal support for green

innovation and outlines design principles for green
research and development (R&D) subsidies, including
adequate targeting, transparency, and coordination with
other policies and trade partners.

Tackling climate change requires a drastic reduction
in emissions, which is possible only if global
energy consumption transitions to predominantly
zero-carbon-emissions energy sources. Technological
advances to drive down the cost of clean energy are
a key part of any strategy to minimize the economic
impact of that switch. Recent empirical studies find
that R&D subsidies and other expenditure tools such
as feed-in tariffs can be effective in accelerating green
innovation (Newell 2015; Bettarelli and others 2023;
Hasna and others 2023). A one-standard-deviation
increase in the Organisation for Economic
Co-operation and Development’s green R&D support
index is estimated to raise the number of green patents
by about 15 percent after six years (Figure 2.2.1).

Green R&D subsidies should be uniquely targeted
to environmental objectives, complementing core
decarbonization policies (Black, Parry, and Zhunussova
2023). They should be time-bound, cost-effective, and
transparent, and administered within an appropriate
institutional framework to minimize implementation
risks. Subsidies should also be consistent with
countries’ legal obligations under the World Trade
Organization, minimize adverse spillovers, and
avoid barriers to technology transfers, especially to
developing countries (see Box 2.3).

Fiscal support should also be carefully targeted
along the innovation cycle and complemented
with financing policies where needed. For
example, higher subsidies may be appropriate for
fundamental research and early-stage technologies
that generate more knowledge spillovers or face
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Figure 2.2.1. Impact of Green R&D Support on

Green Innovation
(Change in green patents, percent)

20- -
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Sources: Bettarelli and others 2023; International Renewable Energy
Agency; Organisation for Economic Co-operation and Development
(OECD); and IMF staff estimates.

Note: Cumulative change in green patents at the country-sector level
after a one-standard-deviation increase in the green R&D support
Index (R&D subcomponent of technology in the OECD Environmental
Policy Stringency Index). For details, see Bettarelli and others 2023,
Section 4.1. The figure shows the point estimate (line) surrounded by
90 percent confidence bands (shaded area), with standard errors
clustered at the country-sector level. R&D = research and
development.

tighter financing constraints (Armitage, Bakhtian,
and Jaffe 2023).

However, governments should also avoid a “valley of
death” in financing for intermediate-stage technologies,
when some projects become unsuitable for either
venture capital or project finance given long horizons
for adoption and large fixed costs and risks (Khatcherian
2022). More broadly, governments should bundle
the multiple instruments for green innovation into a
coherent policy package that addresses coordination
problems (for example, convergence on standards and
the integrability of networks), provides the necessary
infrastructure, trains the workforce, and shapes clear
processes for financing and assessing compliance.
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Box 2.3. Addressing Barriers to the Diffusion of Green Technology

This box discusses how fiscal policies can help overcome
barriers to diffusing green technologies, using the power
sector as a case study to illustrate policy options to lower
the cost of investment and other barriers.

Various obstacles hinder the diffusion of green
technologies to emerging market and developing
economies (see the October 2023 Global Financial
Stability Report). High capital costs as a result of shallow
domestic credit markets, low creditworthiness of
electricity purchasers, and other macroeconomic risks
increase the relative costs of green technologies (Black,
Parry, and Zhunussova 2023; Gautam, Purkayastha,
and Widge 2023; IEA 2023). Energy pricing regimes
favor fossil fuels because of the lack of carbon pricing
and the presence of large fossil fuel subsidies (see the
October 2023 Fiscal Monitor). Other barriers that
contribute to low domestic uptake include (1) missing
complementary infrastructure (for example, charging
stations for electric cars and electricity transmission
connecting prospective renewable generation sites to
end users), (2) limited understanding of adoption costs
and benefits, and (3) imperfect power sector regulatory
and market design.

A coordinated and coherent mix of fiscal policies
can help reduce these barriers and stimulate imports
of green technologies and foreign direct investment
(Hasna and others 2023; see also the October 2023
Fiscal Monitor). Combining carbon pricing with
phasing out fossil fuel subsidies and revenue-neutral
“feebates” or tradable standards remains the primary
policy tool to reduce emissions and incentivize the
adoption of green technology (see the October 2019
and October 2023 Fiscal Monitor).

Other non-price market failures and affordability
barriers need to be addressed differently. Public
procurement and direct spending on infrastructure,
compensating for its underprovision in markets,
helps the private sector deploy and produce green
technologies (Jaffe, Newell, and Stavins 2005; Pigato
and others 2020). Means-tested subsidies that lower
upfront costs either through rebates or concessionary
interest rates can improve affordability, equity, and
financial inclusion, although their fiscal costs need
to be managed. These measures should be carefully
designed with clear strategic objectives and articulated
within a policy mix (Altenburg and Assmann 2017).

The power sector requires special attention
because of its market structure and importance for
economy-wide decarbonization and development.
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Decarbonizing the transport, industry, and
construction sectors through green electrification
requires large renewable energy investments. However,
these investments only become profitable after a
decade, and electricity can seldom be traded across
borders. Investors are therefore exposed to the host
country’s macroeconomic risks but require certain
long-term revenue in a stable currency to raise
financing (IEA/IFC 2023; IRENA 2023). These issues
are exacerbated when the primary electricity purchaser
is a state-owned entity with a poor credit rating.

The policy mix to address power-sector-specific
barriers is analyzed by modeling the levelized cost of
electricity for a stylized 100 megawatt solar power
project (Figure 2.3.1). The results show that policies
that reduce the cost of capital, such as guarantees and
improved macroeconomic stability, are most effective

Figure 2.3.1. Alternative Policies for Renewable

Electricity: Benefits and Costs
(Levelized cost of electricity, in cents of US dollars/kWh)
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Source: IMF staff estimates.

Note: Revenue foregone is estimated by comparing government
revenue under the existing fiscal regime to that of the reform option.
The levelized cost of electricity is the minimum price needed for the
investor to achieve its required return on investment. Bubble size
reflects the investor’s cost of capital according to Climate Policy
Initiative 2023, which is 25 percent for a high-risk country and

12 percent for a low-risk country, lowered to 15 percent and

10 percent for each with a guarantee. While not explicitly shown, the
guarantee results in a contingent liability for the issuer equal to the
difference between the net present value of payments for electricity
at the investor’s discount rate before and after the guarantee. The
ITC is assumed to be 30 percent of capital costs, and custom duties
are about 25 percent for key project capital inputs. EMDE = emerging
market and developing economy; ITC = investment tax credit;

kWh = kilowatt hour; NPV = net present value.
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Box 2.3 (continued)

for countries with high credit risk and limited fiscal
space. Guarantees, however, result in a contingent
liability, requiring fiscal risks to be carefully managed.
Countries with lower credit risk can also consider
other well-designed and cost-effective fiscal incentives,
including investment tax credits.

Customs duties on green technology are highly
distortionary because they impose a cost early in a
project’s lifecycle and are invariable to its underlying

profitability, underscoring the need for open

trade policies in developing countries. Advanced
economies, in turn, should avoid export restrictions
on green inputs and, together with multilateral
development banks, provide concessionary financing
through guarantees to promote investment and

help de-risk a jurisdiction as well as technical
assistance (see the October 2023 Global Financial
Stability Report).

International Monetary Fund | April 2024 45



FISCAL MONITOR: FISCAL POLICY IN THE GREAT ELECTION YEAR

References

Acemoglu, Daron, Philippe Aghion, Leonardo Bursztyn, and David
Hemous. 2012. “The Environment and Directed Technical
Change.” American Economic Review 102 (1): 131-66.

Acemoglu, Daron, David Autor, and Christina Patterson. 2023.
“Bottlenecks: Sectoral Imbalances and the US Productivity
Slowdown.” NBER Working Paper 31427, National Bureau
of Economic Research, Cambridge, MA.

Acemoglu, Daron, and Simon Johnson. 2023. Power and
Progress: Our 1000-Year Struggle Over Technology and
Prosperity. New York: Public Affairs.

Acemoglu, Daron, Simon Johnson, Amir Kermani, James Kwak,
and Todd Mitton. 2016. “The Value of Connections in
Turbulent Times: Evidence from the United States.” journal of
Financial Economics 121 (2): 368-91.

Acemoglu, Daron, and Fabrizio Zilibotti. 2001. “Productivity
Differences.” The Quarterly Journal of Economics 116
(2): 563-606.

Agrawal, Ajay, Carlos Rosell, and Timothy Simcoe. 2020. “Tax
Credits and Small Firm R&D Spending.” American Economic
Journal: Economic Policy 12 (2): 1-21.

Akcigit, Ufuk, Salomé Baslandze, and Francesca Lotti. 2023.
“Connecting to Power: Political Connections, Innovation,
and Firm Dynamics.” Econometrica 91 (2): 529-64.

Akcigit, Ufuk, Salomé Baslandze, and Stefanie Stantcheva. 2016.
“Taxation and the International Migration of Inventors.” The
American Economic Review 106 (10): 2930-981.

Akcigit, Ufuk, Wenjie Chen, Federico J. Diez, Romain Duval,
Philipp Engler, Jiayue Fan, Chiara Maggi, and others.

2021. “Rising Corporate Market Power: Emerging Policy
Issues.” IMF Staff Discussion Note 2021/001, International
Monetary Fund, Washington, DC.

Akcigit, Ufuk, and Nathan Goldschlag. 2023. “Where Have All
the ‘Creative Talents’ Gone? Employment Dynamics of US
Inventors.” NBER Working Paper 31085, National Bureau of
Economic Research, Cambridge, MA.

Akcigit, Ufuk, Douglas Hanley, and Nicolas Serrano-Velarde. 2021.
“Back to Basics: Basic Research Spillovers, Innovation Policy, and
Growth.” The Review of Economic Studies 88 (1): 1-43.

Akcigit, Ufuk, and William R. Kerr. 2018. “Growth through
Heterogeneous Innovations.” Journal of Political Economy 126
(4): 1374-443.

Altenburg, T., and C. Assmann (eds.). 2017. Green Industrial
Policy. Concept, Policies, Country Experiences. Geneva, Bonn:
UN Environment; German Development Institute/Deutsches
Institut fiir Entwicklungspolitik.

Amaglobeli, David, Ruud A. de Mooij, Andualem Mengistu,
Mariano Moszoro, Manabu Nose, Soheib Nunhuck, Sailendra
Pattanayak, and others. 2023. “Transforming Public Finance
through GovTech.” IMF Staff Discussion Note 2023/004,
International Monetary Fund, Washington, DC.

Amoroso, Sara, Leonidas Aristodemou, Chiara Criscuolo,

Antoine Dechezleprete, Helene Dernis, Nicola Grassano,

46 International Monetary Fund | April 2024

Laurent Moussiegt, and others. 2021. “World Corporate Top
R&D Investors: Paving the Way for Climate Neutrality.”
EUR 30884 EN, Publications Office of the European
Union, Luxembourg.

Andrews, Dan, Chiara Criscuolo, and Peter N. Gal. 2016. “The
Best versus the Rest: The Global Productivity Slowdown,
Divergence across Firms, and the Role of Public Policy.”
OECD Productivity Working Paper 5/2016, Organisation for
Economic Co-operation and Development, Paris.

Argente, David, Salomé Baslandze, Douglas Hanley, and Sara
Moreira. 2020. “Patents to Products: Product Innovation and
Firm Dynamics.” Unpublished.

Armitage, Sarah C., Noél Bakhtian, and Adam B. Jaffe. 2023.
“Innovation Market Failures and the Design of New Climate
Policy Instruments.” NBER Working Paper 31622, National
Bureau of Economic Research, Cambridge, MA.

Arora, Ashish, Sharon Belenzon, Larisa C. Cioaca, Lia Sheer,
and Hansen Zhang. 2023. “The Effect of Public Science on
Corporate R&D.” NBER Working Paper 31899, National
Bureau of Economic Research, Cambridge, MA.

Aykut, Dilek, Apurva Sanghi, and Gina Kosmidou. 2017.
“What to Do When Foreign Direct Investment Is Not Direct
or Foreign: FDI Round Tripping.” Policy Research Working
Paper 8046, World Bank, Washington, DC.

Baba, Chikako, Ting Lan, Aiko Mineshima, Florian Misch,
Magali Pinat, Asghar Shahmoradi, Jiaxiong Yao, and others.
2023. “Geoeconomic Fragmentation: What's at Stake for the
EU.” IMF Working Paper 2023/245, International Monetary
Fund, Washington, DC.

Bai, Yan, Keyu Jin, and Dan Lu. 2023. “Technological Rivalry
and Optimal Dynamic Policy in an Open Economy.” NBER
Working Paper 31703, National Bureau of Economic
Research, Cambridge, MA.

Baldwin, Richard, and Paul Krugman. 1988. “Industrial Policy
and International Competition in Wide-Bodied Jet Aircraft.
Trade Policy Issues and Empirical Analysis.” In Economics
of Commercial Aircraft, edited by Ivan L. Pitt and John R.
Norsworthy. New York: Springer.

Berlingieri, Giuseppe, Sara Calligaris, Chiara Criscuolo, and
Rudy Verlhac. 2020. “Laggard Firms, Technology Diffusion
and Its Structural and Policy Determinants.” Technology and
Industry Policy Paper 86, OECD Publishing, Paris.

Bettarelli, Luca, Davide Furceri, Pietro Pizzuto, and Nadia
Shakoor. 2023. “Environmental Policies and Innovation
in Renewable Energy.” IMF Working Paper 2023/180,
International Monetary Fund, Washington, DC.

Black, Simon, Jan Parry, and Karlygash Zhunussova. 2023. “Is
the Paris Agreement Working? A Stocktake of Global Climate
Mitigation.” IMF Staff Climate Note 2023/002, International
Monetary Fund, Washington, DC.

Bloom, Nicholas, Charles I. Jones, John Van Reenen, and
Michael Webb. 2020. “Are Ideas Getting Harder to Find?”
American Economic Review 110 (4): 1104—44.



CHAPTER 2

Bloom, Nicholas, Mark Schankerman, and John Van Reenen.
2013. “Identifying Technology Spillovers and Product Market
Rivalry.” Econometrica 81 (4): 1347-93.

Brander, James A., and Barbara J. Spencer. 1985. “Export
Subsidies and International Market Share Rivalry.” Journal of
International Economics 18: 83—100.

Branstetter, Lee G., and Guangwei Li. 2023. “The Challenges of
Chinese Industrial Policy.” In Entrepreneurship and Innovation
Policy and the Economy, Volume 3, edited by Benjamin Jones
and Josh Lerner. Chicago: University of Chicago Press.

Brollo, Fernanda, Era Dabla-Norris, Ruud de Mooij, Daniel
Garcia-Macia, Li Liu, and Anh Nguyen. Forthcoming.
“Ensuring a Fair Distribution of Gains and Opportunities
from Gen-Al: Role of Fiscal Policies.” IMF Staff Discussion
Note, International Monetary Fund, Washington, DC.

Brondolo, John D. 2021. “Administering the Value-Added
Tax on Imported Digital Services and Low-Value Imported
Goods.” IMF Technical Notes and Manuals 2021/004,
International Monetary Fund, Washington, DC.

Calvino, Flavio, and Luca Fontanelli. 2023. “A Portrait of Al
Adopters across Countries: Firm Characteristics, Assets’
Complementarities and Productivity.” Technology and
Industry Working Paper 2023/02, OECD Publishing, Paris.

Capelle, Damien, Divya Kirti, Nicola Pierri, and Germdn
Villegas Bauer. 2023. “Mitigating Climate Change at the
Firm Level: Mind the Laggards.” IMF Working Paper
2023/242, International Monetary Fund, Washington, DC.

Carlino, Gerald, and William R. Kerr. 2015. “Agglomeration and
Innovation.” In Handbook of Regional and Urban Economics,
Volume 5, edited by Gilles Duranton, J. Vernon Henderson,
and William C. Strange. Amsterdam: North Holland.

Carr, David L., James R. Markusen, and Keith E. Maskus.
2001. “Estimating the Knowledge-Capital Model of the
Multinational Enterprise.” American Economic Review 91
(3): 693-708.

Cherif, Reda, and Fuad Hasanov. 2019. “The Leap of the Tiger:
Escaping the Middle-Income Trap to the Technological
Frontier.” Global Policy 10 (4): 497-511.

Choi, Joonkyu, Veronika Penciakova, and Felipe Saffie. 2021.
“Political Connections, Allocation of Spending, and the Jobs
Multiplier.” Finance and Economics Discussion Series Paper
2021-005R1, Federal Reserve Board, Washington, DC.

Cohen, Wesley M., and Daniel A. Levinthal. 1990. “Absorptive
Capacity: A New Perspective on Learning and Innovation.”
Administrative Science Quarterly 35 (1): 128-52.

Comin, Diego, and Marti Mestieri. 2018. “If Technology Has
Arrived Everywhere, Why Has Income Diverged?” American
Economic Journal: Macroeconomics 10 (3): 137-78.

Dabla-Norris, Era, Tidiane Kinda, Kaustubh Chahande, Hua
Chai, Yadian Chen, Alessia De Stefani, Yosuke Kido, and
others. 2023. “Accelerating Innovation and Digitalization
in Asia to Boost Productivity.” IMF Departmental Paper
2023/001, International Monetary Fund, Washington, DC.

EXPANDING FRONTIERS: FISCAL POLICIES FOR INNOVATION AND TECHNOLOGY DIFFUSION

Dabla-Norris Era, Ruud de Mooij, Andrew Hodge, Jan
Loeprick, Dinar Prihardini, Alpa Shah, Sebastian Beer, and
others. 2021. “Digitalization and Taxation in Asia.” IMF
Departmental Paper 2021/017, International Monetary Fund,
Washington, DC.

Damgaard, Jannick, Thomas Elkjaer, and Niels Johannesen.
2024. “What Is Real and What Is Not in the Global FDI
Network?” Journal of International Money and Finance
140: 102971.

Diez, Federico, Jiayue Fan, and Carolina Villegas-Sdnchez. 2021.
“Global Declining Competition?” Journal of International
Economics (32): 103492.

European Investment Bank. 2024. EIB Investment Report
2023/24. Luxembourg.

Evenett, Simon, Adam Jakubik, Fernando Martin, and Michele
Ruta. 2024. “The Return of Industrial Policy in Data.” IMF
Working Paper 2024/001, International Monetary Fund,
Washington, DC.

Foster, Vivien, Anshul Rana, and Nisan Gorgulu. 2022.
“Understanding Public Spending Trends for Infrastructure in
Developing Countries.” Policy Research Working Paper 9903,
World Bank, Washington, DC.

Garcia-Macia, Daniel. 2017. “The Financing of Ideas and
the Great Deviation.” IMF Working Paper 2017/176,
International Monetary Fund, Washington, DC.

Garcia-Macia, Daniel, and Rishi Goyal. 2020. “Technological
and Economic Decoupling in the Cyber Era.” IMF
Working Paper 20/257, International Monetary Fund,
Washington, DC.

Garcia-Macia, Daniel, Chang-Tai Hsich, and Peter J. Klenow.
2019. “How Destructive Is Innovation?” Econometrica 87
(5): 1507—-41.

Gautam, Kushagra, Dhruba Purkayastha, and Vikram Widge.
2023. “Cost of Capital for Renewable Energy Investments
in Developing Economies.” CPI Discussion Paper, Climate
Policy Initiative, San Francisco, CA.

Georgieva, Kristalina, and Ngozi Okonjo-Iweala. 2023. “World
Trade Can Still Drive Prosperity.” Finance and Development
60 (2): 10-11.

Goldin, Ian, Pantelis Koutroumpis, Francois Lafond, and Julian
Winkler. 2024. “Why Is Productivity Slowing Down?”
Journal of Economic Literature 62 (1): 196-268.

Gomes, Alexandre De Podestd, Robert Pauls, and Tobias
ten Brink. 2023. “Industrial Policy and the Creation
of the Electric Vehicles Market in China: Demand
Structure, Sectoral Complementarities and Policy
Coordination.” Cambridge Journal of Economics 47:

45-66.

Gonzélez Cabral, Ana Cinta, Silvia Appelt, Tibor Hanappi,
Fernando Galindo-Rueda, Pierce O’Reilly, and Massimo
Bucci. 2023. “A Time Series Perspective on Income-Based Tax
Support for R&D and Innovation.” Taxation Working Paper
62, OECD Publishing, Paris.

International Monetary Fund | April 2024 47



FISCAL MONITOR: FISCAL POLICY IN THE GREAT ELECTION YEAR

Hall, Bronwyn H. 2022. “Tax Policy for Innovation.” In
Innovation and Public Policy, edited by Austan Goolsbee and
Benjamin E Jones. Cambridge, MA: National Bureau of
Economic Research.

Hasna, Zeina, Florence Jaumotte, Jaden Kim, Samuel
Pienknagura, and Gregor Schwerhoff. 2023. “Green
Innovation and Diffusion: Policies to Accelerate Them
and Expected Impact on Macroeconomic and Firm-Level
Performance.” IMF Staff Discussion Note 2023/008,
International Monetary Fund, Washington, DC.

Hidalgo, César A., and Ricardo Hausmann. 2009. “The
Building Blocks of Economic Complexity.” Proceedings of the
National Academy of Sciences 106 (26): 10570-75.

Hsieh, Chang-Tai, and Peter J. Klenow. 2009. “Misallocation
and Manufacturing TFP in China and India.” The Quarterly
Journal of Economics 124 (4): 1403-48.

International Energy Agency (IEA). 2023. “Cost of Capital
Observatory.” Paris.

International Energy Agency (IEA) and International Finance
Corporation (IFC). 2023. “Scaling up Private Finance for
Clean Energy in Emerging and Developing Economies.” Paris.

International Monetary Fund (IMF). 2023. “International
Corporate Tax Reform.” IMF Policy Paper 2023/001,
Washington, DC.

International Renewable Energy Agency (IRENA). 2023. “The
Cost of Financing for Renewable Power.” Abu Dhabi.

Irwin, Douglas A., and Nina Pavcnik. 2004. “Airbus versus
Boeing Revisited: International Competition in the Aircraft
Market.” Journal of International Economics 64: 223—45.

Jaffe, Adam B., Richard G. Newell, and Robert N. Stavins.
2005. “A Tale of Two Market Failures: Technology and
Environmental Policy.” Ecological Economics 54: 164-74.

Juhdsz, Réka, Nathan Lane, Emily Ochlsen, and Verdnica C.
Pérez. 2022. “The Who, What, When, and How of Industrial
Policy: A Text-Based Approach.” Unpublished.

Juhdsz, Réka, Nathan J. Lane, and Dani Rodrik. 2023. “The New
Economics of Industrial Policy.” NBER Working Paper 31538,
National Bureau of Economic Research, Cambridge, MA.

Keller, Wolfgang. 2010. “International Trade, Foreign Direct
Investment, and Technology Spillovers.” In Handbook of the
Economics of Innovation, edited by Bronwyn H. Hall, and
Nathan Rosenberg. Amsterdam: Elsevier.

Khatcherian, Karine. 2022. “Barriers to the Timely Deployment
of Climate Infrastructure.” Technical Report, Prime Coalition,
Cambridge, MA.

Li, Shanjun, Xianglei Zhu, Yiding Ma, Fan Zhang, and Hui
Zhou. 2020. “The Role of Government in the Market for
Electric Vehicles. Evidence from China.” Group Policy
Research Paper, World Bank, Washington, DC.

48 International Monetary Fund | April 2024

Liu, Ernest, and Song Ma. 2023. “Innovation Networks and
R&D Allocation.” NBER Working Paper 29607, National
Bureau of Economic Research, Cambridge, MA.

Maslej, Nestor, Loredana Fattorini, Erik Brynjolfsson, John
Etchemendy, Katrina Ligett, Terah Lyons, James Manyika,
and others. 2023. “The Al Index 2023 Annual Report.” Al
Index Steering Committee, Institute for Human-Centered Al,
Stanford University, Stanford, CA.

Mazzucato, Mariana. 2018. “Mission-Oriented Innovation
Policies: Challenges and Opportunities.” Industrial and
Corporate Change 27 (5): 803-15.

Moscona, Jacob, and Karthik Sastry. 2022. “Inappropriate
Technology: Evidence from Global Agriculture.” heep://dx.doi
.org/10.2139/ssrn.3886019.

Neven, Damien, Paul Seabright, and Gene M. Grossman. 1994.
“European Industrial Policy: The Airbus Case.” Economic
Policy 10: 313-58.

Newell, Richard. 2015. “The Role of Technology Policy
Alongside Carbon Pricing.” In Implementing a US Carbon
Tax: Challenges and Debates, edited by Ian Parry, Adele
Morris, and Roberton C. Williams III. London: Routledge.

Odagiri, Hiroyuki, Yoshiaki Nakamura, and Minoru Shibuya.
1997. “Research Consortia as a Vehicle for Basic Research:
The Case of a Fifth Generation Computer Project in Japan.”
Research Policy 26 (2): 191-207.

Olienyk, John, and Robert J. Carbaugh. 2011. “Boeing and Airbus:
Duopoly in Jeopardy?” Global Economy Journal 11: 1-9.

Organisation for Economic Co-operation and Development
(OECD). 2022. “Harnessing the Power of Al and Emerging
Technologies.” Science, Technology and Industry Working
Paper 2022/14, OECD Publishing, Paris.

Pigato, Miria A., Simon J. Black, Damien Dussaux, Zhimin
Mao, Miles McKenna, Ryan Rafaty, and Simon Touboul.
2020. Technology Transfer and Innovation for Low-Carbon
Development. International Development in Focus. Washington,
DC: World Bank.

Productivity Commission. 2023. “5-Year Productivity Inquiry:
Innovation for the 98%.” Inquiry Report 5 (100), Canberra.

Rapson, David S., and Erich Muehlegger. 2022. “The Economics
of Electric Vehicles.” NBER Working Paper 29093, National
Bureau of Economic Research, Cambridge, MA.

UN Educational Scientific and Cultural Organization
(UNESCO). 2012. UNESCO Global Monitoring Report. Paris.

Vazquez, Campos, and Raymundo Miguel. 2022. “Measurement
of Tax Expenditures in Latin America.” Project Document
LC/TS.2022/148, Economic Commission for Latin America
and the Caribbean, Santiago.

World Economic Forum (WEF). 2019. Global Competitiveness
Repore. Geneva: WEFE


http://dx.doi.org/10.2139/ssrn.3886019
http://dx.doi.org/10.2139/ssrn.3886019

ECONOMY ABBREVIATIONS

Code Name Code Name

AFG Afghanistan DNK Denmark

AGO Angola DOM Dominican Republic
ALB Albania DZA Algeria

AND Andorra 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 FJI 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 Ttaly

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
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Code Name Code Name

KNA St. Kitts and Nevis ROU Romania

KOR Korea RUS Russian Federation
KWT Kuwait RWA Rwanda

LAO Lao PD.R. SAU Saudi Arabia
LBN Lebanon SDN Sudan

LBR Liberia SEN Senegal

LBY Libya SGP Singapore

LCA St. Lucia SLB Solomon Islands
LKA Sri Lanka SLE Sierra Leone
LSO Lesotho SLV El Salvador
LTU Lithuania SMR San Marino
LUX Luxembourg SOM Somalia

LVA Latvia SRB Serbia

MAR Morocco SSD South Sudan
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 North Macedonia SWZ Eswatini

MLI Mali SYC Seychelles

MLT Malta SYR Syria

MMR Myanmar TCD Chad

MNE Montenegro TGO Togo

MNG Mongolia THA Thailand

MOZ Mozambique TIK 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 Tiirkiye

NGA Nigeria TUV Tuvalu

NIC Nicaragua TWN Taiwan Province of China
NLD Netherlands, The TZA Tanzania

NOR Norway UGA Uganda

NPL Nepal UKR Ukraine

NRU Nauru URY Uruguay

NZL New Zealand USA United States
OMN Oman UZB Uzbekistan

PAK Pakistan VCT St. Vincent and the Grenadines
PAN Panama VEN Venezuela

PER Peru VNM Vietnam

PHL Philippines vUT Vanuatu

PLW Palau WSM Samoa

PNG Papua New Guinea YEM Yemen

POL Poland ZAF South Africa
PRT Portugal ZMB Zambia

PRY Paraguay ZWE Zimbabwe

QAT Qatar
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GLOSSARY

Automatic stabilizers Revenue and some
expenditure items built in the budget 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.

Base erosion and profit shifting (BEPS) Tax
planning strategies used by multinational enterprises
that exploit gaps and mismatches in tax rules to avoid
paying tax.

Burden or incidence Refers to whose economic
welfare is reduced by a policy and by how much. It is
quite different from the formal or legal incidence—
fuel suppliers, for example, may be responsible for
remitting tax payments to the national tax authority,
but they may bear little economic incidence if they can

charge higher prices.

Carbon tax or carbon pricing A tax
imposed on CO, releases emitted largely through
the combustion of carbon-based fossil fuels.
Administratively, the easiest way to implement the
tax is through taxing the supply of fossil fuels—coal,
oil, and natural gas—in proportion to their carbon
content.

Common framework for debt restructuring
Multilateral initiative launched by the International
Monetary Fund and the World Bank in November
2021 aiming to provide a coordinated and
comprehensive approach to address the debt
vulnerabilities and sustainability challenges faced by
low-income countries (LICs).

Core inflation A measure of inflation that
excludes certain volatile or temporary price changes
in specific goods or services, usually food and energy
prices, that can distort the overall inflation rate.

Share of individuals

or households of a particular socioeconomic group

Coverage of public benefits

who receive a public benefit.

Cyclically adjusted balance (CAB) Difference
between the overall balance and the automatic
stabilizers; 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).

Debt distress
typically a country or an entity, faces significant

Situation in which a borrower,

challenges in meeting its debt obligations, leading to
concerns about its ability to service or repay its debts
without experiencing severe financial difficulties or
defaulting on its obligations.

Debt restructuring Process by which the terms
and conditions of existing debt obligations are
modified or renegotiated between borrowers and
creditors to address financial difficulties and improve
the borrower’s ability to meet its debt obligations. It
can take various forms and may involve changes to the
repayment schedule, interest rates, principal amount,
or other terms of the debt agreement.

Level of
primary balance that would stabilize the ratio of debt

Debt-stabilizing primary balance

to GDP in the previous year given the values of the
nominal effective interest rate and growth rate in the
contemporaneous year.

Debt transparency Degree to which a government
provides comprehensive and accessible information about
its debt obligations, including the amount of debt, terms
and conditions, repayment schedules, and associated
risks. It encompasses more granular and more timely
information on debt, including creditor and instrument
compositions, exposures to risks (those associated with
interest rates, exchange rates, and refinancing), and
details on the terms of individual debt contracts.
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Disinflation The process of bringing inflation
down or restoring price stability.

Externality A cost imposed by the actions of
individuals or firms on other individuals or firms
(possibly in the future, as in the case of climate
change) that the former do not consider.

Fan chart Distribution of statistical forecasts for
a particular indicator. In the chapter case, that was the
primary deficit.

Fiscal adjustment Fiscal policy that reduces
government deficits and government debt.

Fiscal buffer Fiscal space created by saving
budgetary resources and reducing public debt in good
times.

Fiscal consolidation See Fiscal adjustment

Fiscal deficit outturn Realized deficit values,
in the chapter as recorded in the World Economic

Outlook database.

Fiscal deficit surprises Difference between deficit
outturns and their expectation one year ahead.

Fiscal entitlements Government expenditures

or benefits that individuals or groups are legally
entitled to receive under specific fiscal policies or
programs. They take various forms, including social
welfare programs, pension and retirement benefits, tax
deductions or credits, and government contracts or

subsidies.

Fiscal framework The set of rules, procedures,
and institutions that guide fiscal policy.

Fiscal multiplier Measures the 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 policy normalization DPolicies or process
that would bring fiscal balances back to prepandemic
levels.

Fiscal policy uncertainty Uncertainty

surrounding future fiscal measures.

Fiscal rules Lasting constraints on fiscal policy
through predetermined numerical limits on aggregate
fiscal indicators (such as the budget balance,
government expenditure, debt).
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Fiscal slippage A situation where a government’s
actual fiscal performance deviates from its planned or
targeted fiscal targets, usually resulting in higher-than-
expected budget deficits, increased public debt, or a
combination of both.

Fiscal space The room for undertaking
discretionary fiscal policy (increasing spending or
reducing taxes) relative to existing plans without
endangering market access and debt sustainability.

Fiscal stance An assessment of the fiscal stance
refers to a sense of the impact of fiscal policy on
domestic demand and financial resources.

Fiscal tightening See Fiscal adjustment

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 quasi corporations.

Government financing needs (also Gross financing
needs) Overall new borrowing requirement plus debt
maturing during the year.

Government guarantees Governments can
undertake payment of a debt or liabilities in the

event of a default by the primary creditor. The most
common type is a government-guaranteed loan, which
requires government to repay any amount outstanding
on a loan in the event of default. In some contracts,
governments provide a revenue or demand guarantee.
The budget costs related to guarantees are usually not
recognized in the budget without any upfront cost, but
they create a contingent liability, with the government

exposed to future calls on guarantees and fiscal risks.

GovTech Upgrades in the technologies used by

governments .

Greenhouse gas A gas in the atmosphere that is
transparent to incoming solar radiation but traps and
absorbs heat radiated from the earth. CO, is easily the
most predominant greenhouse gas.

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 Debt 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 debrt refers to the debt of the
public sector as a whole, which includes financial and
nonfinancial public enterprises and the central bank.)

Gross financing needs See Government

financing needs

Independent fiscal institutions A permanent
agency or institution with a statutory or executive
mandate to assess publicly and independently fiscal
policy, fiscal plans, and fiscal performance against
official objectives, such as long-term sustainability of

public finances and macroeconomic stability.

Industrial policy Targeted government
interventions aimed at supporting specific domestic
firms, industries, or economic activities to achieve
certain national (economic or noneconomic)

objectives.

Inflation A general increase in the price level of
goods and services in the economy leading to a fall in

the purchasing value of money.

Labor force participation The share of
population of working age that is either looking for a
job or working. It measures the availability of labor for

productive activities in an economy.

Local government financial vehicle Financing
entity established by local governments in some
countries to fund infrastructure projects and other

local development initiatives.

Loss carryforward rules Tax measures that aim
to provide liquidity to firms by allowing for carrying
current operating losses forward to following tax years

to recover income taxes paid in these years.

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.

GLOSSARY

Nominal term premiums Additional nominal
returns to the short-term nominal interest rate paid to
bondholders for the extra risk associated with holding

long-term bonds.

Nonfinancial public sector General government

plus nonfinancial public corporations.

Official bilateral borrowing Process by which a
government or a public sector entity borrows funds
directly from another government or official institution
of a foreign country.

Deviation of actual from potential

Output gap
GDPD, in percent of potential GDP.
Overall fiscal balance

defined as the difference between revenue and total

Net lending and borrowing,

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.

Political budget cycle Phenomenon where
governments adjust their fiscal policies and spending
priorities in anticipation of upcoming elections
in order to improve their chances of winning or

maintaining political power.

Estimate of the level of GDP
that can be reached if the economy’s resources are fully

Potential output

employed.

Potential revenue It is the total tax revenue that
a government could collect if all taxable entities fully
comply with tax laws and regulations. It considers
factors such as tax rates, economic activity, tax

compliance, and enforcement measures.

Price subsidies  Price subsidies are measures
that keep prices for end users below market levels or
for suppliers above market levels. Subsidies can take
various forms including direct transfers and indirect
support such as tax exemptions, price controls, or

rebates.

Primary balance Overall balance excluding net
interest payments (interest expenditure minus interest

revenue).

Progressive (or regressive) taxes Taxes that feature

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

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

resident public corporations.

Quantitative tightening Also known as balance
sheet normalization, these are monetary policies aimed

at reducing a central bank’s balance sheet.

Real foreign direct investment (FDI) Physical
foreign direct investment made by multinationals. Real
FDI excludes investment without productive activities,
including little or no physical presence, employment,
production, and no other activities than holding and
financing.

Regressive policy Imposes a larger burden as a
share of consumption on lower income households
than on higher income households; a progressive policy
does the opposite.

Research and development Innovative activities
undertaken by corporations or governments in

developing new products or technologies.

Social benefit spending Social benefit refers
to the allocation of resources by governments to
provide assistance, support, or services to individuals
or groups within society who may need help due to
various reasons such as unemployment, disability,
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poverty, old age, or other circumstances. Social benefit
spending typically encompasses a range of programs
and initiatives aimed at improving the well-being and
quality of life of citizens. It has three broad categories:
(1) social safety net programs (noncontributory transfer
programs to ensure a minimum level of economic well-
being); (2) social insurance programs (contributory
interventions to help people better manage risks), and
(3) labor market programs to insure individuals against
unemployment risks and improve job search prospects.

Sovereign bond spreads Difference in yields
between the government bonds of different countries,
typically measured against a benchmark such as the
bonds of the United States or Germany. They represent
the additional yield investors demand for holding the
bonds of a particular country compared to a safer or

more stable reference bond.

Sustainable Development Goals A collection of
17 goals set by the United Nations General Assembly
in 2015 covering global warming, poverty, health,
education, gender equality, water, sanitation, energy,
urbanization, environment, and social justice. Each
goal has a set of targets to achieve, and in total, there
are 169 targets.

Tax capacity The policies and institutions for
collecting, and technical capabilities to collect, tax

revenue.



METHODOLOGICAL AND STATISTICAL APPENDIX

This appendix comprises four sections. “Data and
Conventions” describes the data and conventions
used to calculate economy group composites. “Fiscal
Policy Assumptions” summarizes the country-specific
assumptions underlying the estimates and projections
for 2024-29. “Definition and Coverage of Fiscal Data”
summarizes the classification of countries in the various
groups presented in the Fiscal Monitor and details 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 on the basis of information

available through April 1, 2024.

Data and Conventions

Country-specific data and projections for key fiscal
variables are based on the April 2024 World Economic
Outlook database, unless indicated otherwise, and
compiled by IMF staff. Historical data and projections
are based on the information IMF country desk
officers gather in the context of their missions and
through their ongoing analysis of the evolving situation
in each country; data are updated continually as more
information becomes available. Structural breaks in
data may be adjusted to produce smooth series through
splicing and other techniques. IMF staff estimates serve
as proxies when complete information is unavailable.
As a result, Fiscal Monitor data may differ from official
data in other sources, including the IMF’s International
Financial Statistics and the Government Finance
Statistics Manual (GFSM 2014).

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

Country classification in the Fiscal Monitor divides
the world into three major groups: 41 advanced
economies, 96 emerging market and middle-income
economies, and 58 low-income developing countries.
Fiscal Monitor tables display 37 advanced economies,

40 emerging market and middle-income economies, and
39 low-income developing countries. The countries in
the tables generally represent the largest countries within
each group based on the size of their GDP in current

US dollars. Data for the full list of economies can be
found at https://www.imf.org/external/datamapper/
datasets/FM. The seven largest advanced economies

as measured by GDP (Canada, France, Germany,

Italy, Japan, the United Kingdom, the United States)
constitute the subgroup of major advanced economies,
often referred to as the Group of Seven. 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
membership has increased over time. Data for most
European Union member countries have been revised
following their adoption of the updated European
System of National and Regional Accounts (ESA 2010).
Low-income developing countries are countries that
have per capita income levels below a certain threshold
(set at $2,700, as of 2016, as measured by the World
Bank Atlas method), structural features consistent with
limited development and structural transformation, and
external financial relationships insufficiently open for the
countries to be considered emerging market economies.
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 for advanced economies refer to
the general government, whereas data for emerging
market and developing economies often refer to only
the central government or the budgetary central
government (for specific details, see Tables B-D). All
fiscal data refer to calendar years, except in the cases
of The Bahamas, Bangladesh, Barbados, Bhutan,
Botswana, Dominica, Egypt, Eswatini, Ethiopia, Fiji,
Haiti, Hong Kong Special Administrative Region,
India, the Islamic Republic of Iran, Jamaica, Lesotho,
Malawi, the Marshall Islands, Mauritius, Micronesia,
Myanmar, Namibia, Nauru, Nepal, Pakistan, Palau,
Puerto Rico, Rwanda, Samoa, Singapore, St. Lucia,
Thailand, Tonga, and Trinidad and Tobago, for which
data refer to the fiscal year. For economies whose
fiscal years end before June 30, data are recorded in
the previous calendar year. For economies whose fiscal
years end on or after June 30, data are recorded in the
current calendar year.
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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 Twenty member aggregate refers
to the 19 country members and does not include the
European Union.

In most advanced economies, and in some large
emerging market and middle-income economies,
fiscal data follow the GFSM 2014 or are produced
using a national accounts methodology that follows
the 2008 System of National Accounts (SNA) or ESA
2010, both broadly aligned with the GESM 2014.
Most other countries follow the GESM 2001, but
some countries, including a significant proportion
of low-income developing countries, have fiscal data
based on the GFSM 1986. The overall fiscal balance
refers to net lending and borrowing by 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. Whereas attempts
are made to align gross and net debt data with the
definitions in the GFSM, data limitations or specific
country circumstances can cause these data to 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 are
sometimes substantial.

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

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

Bangladesh: Data are on a fiscal year basis.

Brazil: The Brazil team is transitioning to GFSM
2014, with adjustments for the period 2001-09.
Municipalities’ primary balances follow below-the-line
borrowing requirements from 2001 to 2022. Accrual
data for non-interest revenues are not available. 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
nonfinancial public sector and central bank debt.
The authorities’ definition of general government
gross debt excludes government securities held by the
central bank, except the stock of Treasury securities
the central bank uses for monetary policy (those
pledged as security reverse repurchase agreement
operations). According to the authorities’ definition,
gross debt amounted to 72.9 percent of GDP at the
end of 2022.

Canada: For cross-economy comparability, gross
and net debt levels reported by national statistical
agencies for economies that have adopted the
2008 SNA (Australia, Canada, Hong Kong Special
Administrative Region, the United States) are
adjusted to exclude unfunded pension liabilities of
government employees, defined-benefit pension
plans. Canada’s net debt corresponds to net financial
liabilities as reported by Statistics Canada and
includes equity and investment fund shares, which
Canada has built up substantially. Statistics Canada
has made a recent methodological change to value
assets at market value instead of book value, which
has decreased net debt.

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

China: Deficit and public debt numbers cover a
narrower perimeter of the general government
than IMF staff estimates in China Article IV
reports (see IMF 2022 Article IV Staff Report for a
reconciliation of the two estimates). Public debt data
include central government debt as reported by the
Ministry of Finance, explicit local government debrt,
and shares of contingent liabilities the government
may incur, based on estimates from the National
Audit Office estimate. IMF staff estimates exclude
central government debt issued for China Railway.



Relative to the authorities” definition, consolidated
general government net borrowing excludes transfers
to and from stabilization funds but includes
state-administered funds, state-owned enterprise
funds, and social security contributions and expenses,
as well as some 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 is published officially.

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

Dominican Republic: The fiscal series have the
following coverage: the public debt, debt service,
and cyclically adjusted or structural balances are
for the consolidated public sector (which includes
the central government, the rest of the nonfinancial
public sector, and the central bank). The remaining
fiscal series are for the central government.

Egypt: Data are on a fiscal year basis.

Ethiopia: Data are on a fiscal year basis. Gross debt
refers to the nonfinancial public sector, excluding
Ethiopian Airlines.

Fiji: Data are on a fiscal year basis.

Greece: General government gross debt follows the
GFSM 2014 definition and includes the stock of
deferred interest.

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-economy comparability, gross
and net debt levels reported by national statistical
agencies for economies that have adopted the
2008 SNA (Australia, Canada, Hong Kong Special
Administrative Region, the United States) are
adjusted to exclude the unfunded pension liabilities of
government employees’ defined-benefit pension plans.

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

India: Data are on a fiscal year basis.

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

Ireland: For 2015, if the conversion of the

government’s remaining preference shares to
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ordinary shares in one bank is excluded, then the
fiscal balance is -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,
http://www.cso.ie/en/releasesandpublications/er/nie/
nationalincomeandexpenditureannualresults2015/.

Japan: Gross debt is on an unconsolidated basis.

Mexico: General government refers to the central
government, social security funds, 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 a percentage 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.

Spain: Overall and primary balances include financial
sector support measures estimated to be 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 account for
output and employment gaps.

Switzerland: Data submissions at the cantonal and
commune levels may be 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.

Tiirkiye: Projections in the Fiscal Monitor are based
on the IMF-defined fiscal balance, which excludes
some revenue and expenditure items included in the
authorities’ headline balance.

Turkmenistan: IMF staff estimates and projections of
the fiscal balance exclude receipts from domestic
bond issuances as well as privatization operations
in line with GFSM 2014. The authorities’ official
estimates, which are compiled using domestic
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statistical methodologies, include bond issuance
and privatization proceeds as part of government
revenues.

United States: For cross-economy comparability,
expenditures and fiscal balances 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 SNA adopted by the United States. Data
for the United States may thus differ from data
published by the US Bureau of Economic Analysis.
In addition, gross and net debt levels reported by
the Bureau of Economic Analysis and national
statistical agencies for other economies that have
adopted the 2008 SNA (Australia, Canada, and
Hong Kong Special Administrative Region) are
adjusted to exclude the unfunded pension liabilities
of government employees defined-benefit pension
plans.

Uruguay: Starting in October 2018, Uruguay’s 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. These funds are recorded as revenues,
consistent with the IMF’s methodology. Therefore,
data for 2018-22 are affected by these transfers,
which amounted to 1.2 percent of GDP in 2018,
1.0 percent of GDP in 2019, 0.6 percent of GDP
in 2020, 0.3 percent of GDP in 2021, 0.1 percent
of GDP in 2022, and 0 percent thereafter. See
IMEFE Country Report 19/64 for further details. The
disclaimer about the public pension system applies
only to the revenues and net lending/borrowing
series. The coverage of the fiscal data for Uruguay
was changed from consolidated public sector to
nonfinancial public sector with the October 2019
World Economic Outlook. In Uruguay, nonfinancial
public sector coverage includes central government,
local government, social security funds, nonfinancial
public corporations, and Banco de Seguros del
Estado. Historical data were also revised accordingly.
Under this narrower fiscal perimeter—which
excludes the central bank—assets and liabilities
held by the nonfinancial public sector where the
counterpart is the central bank are not netted out
in debt figures. In this context, capitalization bonds
issued in the past by the government to the central
bank are now part of the nonfinancial public sector

debt.
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Venezuela: Fiscal accounts include the budgetary
central government, social security funds, FOGADE
(insurance deposit institution), and a sample of public
enterprises, including Petrdleos de Venezuela, S.A.
(PDVSA). Data for 201822 are IMF staff estimates.

Fiscal Policy Assumptions

Historical data and projections of key fiscal
aggregates are in line with those of the April 2024
World Economic Outlook, unless noted otherwise. For
underlying assumptions other than on fiscal policy, see
the April 2024 World Economic Outlook.

Short-term fiscal policy assumptions are based
on officially announced budgets, adjusted for
differences between the national authorities and
IMEF staff regarding macroeconomic assumptions
and projected fiscal outturns. Medium-term fiscal
projections incorporate policy measures judged likely
to be implemented. When 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.

Afghanistan: Data for 2021 and 2022 are reported for
selected indicators, with estimates for fiscal data.
Estimates and projections for 2023-29 are omitted
because of an unusually high degree of uncertainty
given that the IMF has paused its engagement with
the country owing to a lack of clarity within the
international community regarding the recognition
of a government in Afghanistan.

Algeria: Projections for 2024-29 are based on IMF
staff estimates, 2023 intra-year budget outturns, and
the authorities’ 2024 budget law and medium-term
budget plans.

Argentina: Fiscal projections are based on the available
information regarding budget outturn, budget plans,
and IMF-supported program targets for the federal
government; on fiscal measures announced by the
authorities; and on IMF staff’s macroeconomic
projections.

Australia: Fiscal projections are based on data from
the Australian Bureau of Statistics, the fiscal
year (FY)2023/24 budgets published by the
Commonwealth Government and the respective
state/territory governments, and IMF staff’s
estimates and projections.



Austria: Fiscal projections are based on the 2024
budget. The NextGenerationEU fund and the latest
announcement on fiscal measures have also been
incorporated.

Belgium: Projections are based on the Belgian Stability
Program 2023-26, the 2024 Budgetary Plan, and
other available information on the authorities’ fiscal
plans, with adjustments for IMF staff’s assumptions.

Brazil: Fiscal projections for 2024 reflect the current
policy in place.

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

Canada: Projections use the baseline forecasts from
the Government of Canada’s 2023 Fall Economic
Statement and the latest provincial budget updates.
IME staff make some adjustments to these forecasts,
including those for differences in macroeconomic
projections. IMF staff’s forecast also incorporates
the most recent data releases from Statistics Canada’s
National Economic Accounts, including quarterly
federal, provincial, and territorial budgetary
outturns.

Chile: Fiscal projections are based on the authorities’
budget projections, adjusted to reflect IMF staff’s
macroeconomic projections.

China: IMF staff’s fiscal projections incorporate the
2024 budget as well as estimates of off-budget
financing.

Colombia: Projections are based on the authorities’
policies and projections reflected in the 2023
Financing Plan and the 2023-2034 Medium-Term
Fiscal Framework, adjusted to reflect IMF staff’s
macroeconomic assumptions.

Croatia: Projections based on macro framework and
authorities’ medium-term fiscal guidelines.

Cyprus: Projections are based on staff’s assessment of
authorities’ budget plans and staff’s macroeconomic
assumptions.

Czech Republic: The fiscal projections are based on the
authorities’ latest-available convergence program,
budget and medium-term fiscal framework, as well
as IMF staff’s macroeconomic framework. Structural
balances are net of temporary fluctuations in some
revenues and one-offs. COVID-19—related one-offs
are, however, included.

Denmark: Estimates for the current year are
aligned with the latest official budget numbers,
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adjusted where appropriate for IMF staff’s
macroeconomic assumptions. Beyond the current
year, the projections incorporate key features of
the medium-term fiscal plan as embodied in the
authorities’ latest budget. Structural balances are
net of temporary fluctuations in some revenues
(for example, North Sea revenue, pension yield tax
revenue) and one-offs (COVID-19—related one-offs
are, however, included).

Egypt: Fiscal projections are mainly based on
budget sector operations. Projections are based
on the budget for FY2022/23 and the IMF’s
macroeconomic outlook.

Estonia: The forecast incorporates the authorities’
budget for 2024, adopted tax changes, recent
developments, and staff’s macroeconomic
assumptions.

Finland: Fiscal projections are based on the authorities’
projections which reflect their latest medium-term
fiscal plan, adjusting where appropriate for IMF
staff’s macroeconomic and other assumptions.

France: Projections for 2023 onward are based on the
2018-24 budget laws, Stability Program 2023-27,
draft medium-term programming bill, and other
available information on the authorities” fiscal plans,
adjusted for differences in revenue projections
and assumptions on macroeconomic and financial
variables.

Germany: Projections are based on the latest approved
federal budget, draft federal budget (if applicable),
EU Stability Programme, and medium-term budget
plan. They also take into account data updates
from the federal statistical office (Destatis) and the
Ministry of Finance.

Ghana: Government debt and interest rate
projections are based on a pre-debt restructuring
scenario.

Greece: 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 for expenditures.

Hungary: Fiscal projections include IMF staff’s
projections for the macroeconomic framework and
fiscal policy plans announced in the 2023 and 2024
budgets.

India: Projections are based on available information
on the authorities’ fiscal plans, with adjustments
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for IMF staff’s 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 presentations
differ, particularly regarding disinvestment and
license-auction proceeds, net versus gross recording
of revenues in certain minor categories, and some
public sector lending. Starting with FY2020/21
data, expenditure also includes the off-budget
component of food subsidies, consistent with the
revised treatment of food subsidies in the budget.
IME staff adjust expenditure to take out payments
for previous years' food subsidies, which are
included as expenditure in budget estimates for
FY2020/21.

Indonesia: IMF staff’s projections are based on
maintaining a neutral fiscal stance going forward,
accompanied by moderate tax policy and
administration reforms, some expenditure realization,
and a gradual increase in capital spending over the
medium term in line with fiscal space.

Ireland: Fiscal projections are based on the country’s
Budget 2023.

Italy: IMF staff’s estimates and projections are
informed by the fiscal plans included in the
governments 2024 budget and the updated national
accounts for 2023. The stock of maturing postal
bonds is included in the debt projections.

Japan: The projections reflect fiscal measures
the government has already announced, with
adjustments for IMF staff’s assumptions.

Kazakhbstan: Fiscal projections are based on the budget
law and IMF staff’s projections.

Korea: The forecast incorporates authorities” annual
budget, any supplementary budget, any proposed
new budget, the medium-term fiscal plan, and IMF
staff estimations.

Lebanon: Revenue projections are based on the
macroeconomic assumptions and revenue buoyancy
of various taxes, based on staff’s understanding of
the authorities’ tax policy measures. Expenditure
projections are based on the macroeconomic
assumptions and staff’s understanding of the
authorities’ expenditure plans. Data and projections
for 2023-29 are omitted owing to an unusually high
degree of uncertainty.

Libya: IMF staff’s judgments are based on 2023 fiscal
accounts.

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

Mali: Fiscal projections are based on approved budget
and IMF staff estimates for past and current year,
authorities medium-term fiscal framework, and
IME staff estimates for outer years.

Malta: Projections are based on the authorities’ latest
budget document, adjusted for the IMF staff’s
macroeconomic and other assumptions.

Mexico: The 2020 public sector borrowing
requirements estimated by IMF staff adjust for some
statistical discrepancies between above-the-line and
below-the-line numbers. Fiscal projections for 2024
are informed by the estimates in Criterios 2025;
projections for 2024 onward assume continued
compliance with rules established in the Federal
Budget and Fiscal Responsibility Law.

Moldova: Fiscal projections are based on various bases and
growth rates for GDE, consumption, imports, wages,
and energy prices and on demographic changes.

Myanmar: Fiscal projections are made based on budget
numbers and changed macro environment.

The Netherlands: Fiscal projections for 2023-29 are
based on IMF staff’s forecast framework and are also
informed by the authorities’ draft budget plan and
Bureau for Economic Policy Analysis projections.

New Zealand: Fiscal projections are based on the
FY2023/24 Half-Year Economic and Fiscal Update.

Nicaragua: Fiscal projections use the latest forecast
from Nicaragua’s Finance Ministry and IMF staff’s
assumptions.

Niger: Fiscal data contain outturns as of the end of
2022. Fiscal sector projections are based on the
2023 and 2024 budget.

Nigeria: Fiscal projections are based on macro
framework, reflecting the authorities’ recent reforms,
as well as the 2023 budget.

Norway: The fiscal projections are based on the 2024
budget and subsequent ad hoc updates.

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

Poland: Data are based on ESA-95 2004 and prior.
Data is based on ESA 2010 beginning in 2005
(accrual basis). Projections begin in 2023, based on
the 2023 budgets and subsequently announced fiscal

measures.



Portugal: The projections for the current year are
based on the authorities’ approved budget, adjusted
to reflect IMF staff’s macroeconomic forecast.
Projections thereafter are based on the assumption
of unchanged policies. Projections for 2024 reflect
information available in the 2024 budget proposal.
Romania: Fiscal projections reflect legislated changes
up to the end of 2022 and measures announced

in 2023. Medium-term projections include
assumptions about gradual implementation of
measures and disbursement in the framework of the
European Union’s Recovery and Resilience Facility.
Russian Federation: The fiscal rule was suspended in
March 2022 by the government in response to the
sanctions imposed after the invasion of Ukraine,
allowing for windfall oil and gas revenues above
benchmark to be used to finance a larger deficit in
2022 as well as savings accumulated in the National
Welfare Fund. The 2023-25 budget was based on
a modified rule with a two-year transition period
which set the benchmark oil and gas revenues

fixed in rubles at Rub 8 trillion, compared with a
fixed benchmark oil price at $40 a barrel under the
2019 fiscal rule. However, in late September 2023,
the Ministry of Finance proposed reverting to the
earlier version of the fiscal rule from 2024 onward
to determine the price of oil and gas revenues but
sets the benchmark oil price at $60 a barrel. The
new rule allows for higher oil and gas revenues to
be spent, but it simultaneously targets a smaller
primary structural deficit.

Saudi Arabia: IMF staff’s baseline fiscal projections
are based primarily on the understanding of
government policies as outlined in the 2024 budget
and recent official announcements. Export oil
revenues are based on World Economic Outlook
database baseline oil price assumptions and the IMF
staff’s understanding of oil production adjustments
under the OPEC+ (Organization of the Petroleum
Exporting Countries, including Russia and other
non-OPEC oil exporters) agreement and those
unilaterally announced by Saudi Arabia.

Singapore: FY2023 projections are based on revised
figures based on budget execution through the end
of 2023. FY2024 projections are based on the initial
budget of February 16, 2024. Staff projections
include (1) an increase in the Goods and Services
Tax from 8 to 9 percent on January 1, 2024; and
(2) an increase of the carbon tax from S$5 a ton to
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S$25 a ton in 2024 and 2025 and S$45 a ton in
2026 and 2027.

Slovak Republic: The fiscal projection is based on the
2023 Stability Program and takes into consideration
available data for 2023.

Spain: Fiscal projections for 2023 assume energy
support measures amounting to 1 percent of GDD,
which are phased out throughout 2024. Figures
for 202128 reflect disbursements of grants and
loans under the European Union’s Recovery and
Resilience Facility.

Sri Lanka: Fiscal projections are based on IMF staff’s
judgment.

Sudan: Projections reflect staff’s analysis based on the
assumption that the conflict will end by mid-2024.

Sweden: Fiscal estimates are based on the authorities’
budget projections, adjusted to reflect IMF staff ’s
macroeconomic forecasts.

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.

Tiirkiye: The basis for the projections is the IMF-defined
fiscal balance, which excludes some revenue and
expenditure items that are included in the authorities’
headline balance.

United Kingdom: Fiscal projections are based on the
March 2024 forecast from the Office for Budget
Responsibility (OBR) and the January 2024 release
on public sector finances from the Office for
National Statistics. IMF staff’s projections take the
OBR forecast as a reference and overlay adjustments
(for differences in assumptions) to both revenues and
expenditures. IMF staff’s forecasts do not necessarily
assume that the fiscal rules announced on November
17, 2022, will be met at the end of the forecast
period. Data are presented on a calendar year basis.

United States: Fiscal projections are based on the February
2024 Congressional Budget Office baseline and
the latest treasury monthly statement, adjusted for
IMF staff’s policy and macroeconomic assumptions.
Projections incorporate the effects of the Fiscal
Responsibility Act.

Uruguay: Historical fiscal and monetary data are from
the Uruguayan authorities. Projections are based on
the authorities’ policies and projections, adjusted to
reflect IMF staff’s macroeconomic assumptions and
assessment of policy plans.

Venezuela: Projections for 2024-29 are omitted due to
an unusual high degree of uncertainty.
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Vietnam: Projections starting in 2024 use authorities’ authorities’ projection and the evolution of
2024 budget numbers and IMF staff’s own other key indicators. Over the medium term, we
projections. assume conflict resolution, a recovery in economic
Yemen: Hydrocarbon revenue projections are activity, and additional expenditures associated
based on World Economic Outlook database with reconstruction costs.
assumptions for hydrocarbon prices and Zambia: Government net and gross debt
authorities’ projections for oil and gas production. projections for 2024-29 are omitted due to debt
Non-hydrocarbon revenues largely reflect restructuring.
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Definition and Coverage of Fiscal Data
Table A. Economy Groupings

The following groupings of economies are used in the Fiscal Monitor. Data for all the economies can be found

here: https://www.imf.org/external/datamapper/datasets/FM.

Advanced
Economies

Andorra

Australia

Austria

Belgium

Canada

Croatia

Cyprus

Czech Republic

Denmark

Estonia

Finland

France

Germany

Greece

Hong Kong SAR

Iceland

Ireland

Israel

Italy

Japan

Korea

Latvia

Lithuania

Luxembourg

Macao SAR

Malta

Netherlands, The

New Zealand

Norway

Portugal

Puerto Rico

San Marino

Singapore

Slovak Republic

Slovenia

Spain

Sweden

Switzerland

Taiwan Province
of China

United Kingdom

United States

Emerging
Market Economies

Albania
Algeria
Angola

Antigua and Barbuda

Argentina

Armenia

Aruba

Azerbaijan

Bahamas, The

Bahrain

Barbados

Belarus

Belize

Bolivia

Bosnia and
Herzegovina

Botswana

Brazil

Brunei Darussalam

Bulgaria

Cabo Verde

Chile

China

Colombia

Costa Rica

Dominica

Dominican Republic

Ecuador

Egypt

El Salvador

Equatorial Guinea

Eswatini

Fiji

Gabon

Georgia

Grenada

Guatemala

Guyana

Hungary

India

Indonesia

Iran

Iraq

Jamaica

Jordan

Kazakhstan

Kosovo

Kuwait

Lebanon

Libya

Malaysia

Maldives

Marshall Islands

Low-Income

Developing

Countries

Afghanistan

Bangladesh

Benin

Bhutan

Burkina Faso

Burundi

Cambodia

Cameroon

Central African
Republic

Chad

Comoros

Congo, Demaocratic
Republic of the

Congo, Republic of

Cote d’lvoire

Djibouti

Eritrea

Ethiopia

Gambia, The

Ghana

Guinea

Guinea-Bissau

Haiti

Honduras

Kenya

Kiribati

Kyrgyz Republic

Lao P.D.R.

Lesotho

Liberia

Madagascar

Malawi

Mali

Mauritania

Moldova

Mozambique

Myanmar

Nepal

Nicaragua

Niger

Nigeria

Papua New Guinea

Rwanda

Sao Tomé and
Principe

Senegal

Sierra Leone

Solomon Islands

South Sudan

Somalia

Sudan

Tajikistan

G7
Countries

Canada
France
Germany
Italy
Japan
United
Kingdom
United States

@
Lz Countries
Argentina Australia
Australia Canada
Brazil France
Canada Germany
China [taly
France Japan
Germany Korea
India United
Indonesia Kingdom
[taly United States
Japan
Korea
Mexico
Russian

Federation
Saudi Arabia
South Africa
Tiirkiye
United

Kingdom

United States

Emerging
G20
Countries
Argentina
Brazil
China
India
Indonesia
Mexico
Russian

Federation
Saudi Arabia
South Africa

Tirkiye
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Table A. Economy Groupings (continued)

Advanced
Economies

Low-Income
Developing
Countries
Mauritius Tanzania
Mexico Timor-Leste
Micronesia Togo
Mongolia Uganda
Montenegro, Rep. of Uzbekistan
Morocco Yemen
Namibia Zambia
Nauru Zimbabwe
North Macedonia
Oman
Pakistan
Palau
Panama
Paraguay
Peru
Philippines
Poland
Qatar
Romania
Russian Federation
Samoa
Saudi Arabia
Serbia
Seychelles
South Africa
Sri Lanka
St. Kitts and Nevis
St. Lucia
St. Vincent and the
Grenadines
Suriname
Thailand
Tonga
Trinidad and Tobago
Tunisia
Tiirkiye
Turkmenistan
Tuvalu
Ukraine
United Arab Emirates
Uruguay
Vanuatu
Venezuela
Vietnam
West Bank and Gaza

Emerging
Market Economies

G7
Countries

G20'
Countries

Advanced
620!
Countries

Emerging
G20
Countries

Note: G7 = Group of Seven; G20 = Group of Twenty.
TDoes not include European Union aggregate.
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Table A. Economy Groupings (continued)

METHODOLOGICAL AND STATISTICAL APPENDIX

Euro Area

Austria
Belgium
Croatia
Cyprus
Estonia
Finland
France
Germany
Greece
Ireland

Italy

Latvia
Lithuania
Luxembourg
Malta
Netherlands
Portugal
Slovak Republic
Slovenia
Spain

Emerging Market
and Middle-Income
Asia

Brunei Darussalam
China

Fiji

India

Indonesia
Malaysia
Maldives
Marshall Islands
Micronesia
Mongolia

Nauru

Palau
Philippines
Samoa

Sri Lanka
Thailand

Tonga

Tuvalu

Vanuatu
Vietnam

Emerging Market
and Middle-Income
Europe

Albania
Azerbaijan
Belarus
Bosnia and
Herzegovina
Bulgaria
Hungary
Kazakhstan
Kosovo
Montenegro
North Macedonia
Poland
Romania
Russia
Serbia
Tiirkiye
Ukraine

Emerging Market
and Middle-Income
Latin America

Antigua and
Barbuda

Argentina

Aruba

Bahamas, The

Barbados

Belize

Bolivia

Brazil

Chile

Colombia

Costa Rica

Dominica

Dominican Republic

Ecuador

El Salvador

Grenada

Guatemala

Guyana

Jamaica

Mexico

Panama

Paraguay

Peru

St. Kitts and Nevis

St. Lucia

St. Vincent and the
Grenadines

Suriname

Trinidad and Tobago

Uruguay

Venezuela

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

Bahrain

Egypt

Iran

Iraq

Jordan

Kuwait

Lebanon

Libya

Morocco

Oman

Pakistan

Qatar

Saudi Arabia

Tunisia

United Arab Emirates

Emerging Market
and Middle-Income
Africa

Angola
South Africa
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Table A. Economy Groupings (continued)

Low-Income
Developing Asia

Bangladesh
Bhutan

Cambodia

Kiribati

Lao P.D.R.
Myanmar

Nepal

Papua New Guinea
Solomon Islands
Timor-Leste

Low-Income
Developing Latin
America

Haiti

Honduras
Nicaragua

Low-Income
Developing
Sub-Saharan Africa
Benin
Burkina Faso
Burundi
Cameroon
Central African
Republic
Chad
Comoros
Congo, Dem. Rep.
of the
Congo, Rep. of
Cote d’lvoire
Eritrea
Ethiopia
Gambia, The
Ghana
Guinea
Guinea-Bissau
Kenya
Lesotho
Liberia
Madagascar
Malawi
Mali
Mozambique
Niger
Nigeria
Rwanda
Séao Tomé and
Principe
Senegal
Sierra Leone
South Sudan
Tanzania
Togo
Uganda
Zambia
Zimbabwe

Low-Income
Developing Others

Afghanistan
Djibouti

Kyrgyz Republic
Mauritania
Moldova
Somalia

Sudan
Tajikistan
Uzbekistan
Yemen

Low-Income Oil
Producers

Chad

Congo, Rep of.
Nigeria
Timor-Leste
Yemen

0Oil

Producers

Algeria

Angola

Azerbaijan

Bahrain

Brunei Darussalam
Chad

Canada

Congo, Republic of
Ecuador
Equatorial Guinea
Gabon

Guyana

Iran

Iraq

Kazakhstan
Kuwait

Libya

Nigeria

Norway

Oman

Qatar

Russian Federation
Saudi Arabia
Timor-Leste
Trinidad and Tobago
Turkmenistan
United Arab Emirates
Venezuela

Yemen
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Table A1. Advanced Economies: General Government Overall Balance, 2015-29

(Percent of GDP)

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Average 26 27 24 24 30 -102 72 31 -56 -44 42 -39 -38 -38 -36
Euro Area 19 15 09 04 06 70 52 37 35 29 26 -25 24 23 23
67 30 33 33 34 38 -116 -87 -41 70 -55 53 49 47 48 46
G20 Advanced 29 31 31 31 37 -112 83 -39 66 52 50 46 44 45 42
Andorra 17 4.1 33 2.7 23 A1 2 48 2.2 2.3 26 2.7 26 25 26
Australia 28 24 17 -13 -44 87 65 -23 -09 -13 14 -11 -08 05 03
Austria -10 15 -08 02 06 -80 58 35 24 26 23 20 20 -19 -19
Belgium 24 24 07 09 20 -89 54 35 -46 -44 47 50 54 54 56
Canada -01 05 01 0.4 00 -109 -29 01 -06 -11 09 07 -07 06 04
Croatia 35 1.0 0.8 0.1 22 713 25 0.1 02 -5 13 11 40 10 1.0
Cyprus' 0.1 03 19 36 13 57 19 2.4 2.9 25 2.4 2.3 1.4 1.0 0.8
Czech Republic -0.6 07 15 0.9 03 -58 51 32 36 22 -18 -16 -13 -09 -19
Denmark -3 -01 1.8 08 4.1 04 4.1 33 27 15 08 02 -01 -02 04
Estonia 04 10 -0 -1 01 54 25 -0 -30 -35 32 30 27 27 27
Finland 24 17 07 -09 -09 56 28 08 -28 -35 34 31 28 23 23
France 36 36 30 23 -31 90 65 -48 55 49 49 44 43 41 -39
Germany 1.0 1.2 1.3 19 15 43 36 25 21 15 -13 09 07 05 05
Greece -3.0 03 1.1 08 -01 -105 -75 24 -16 09 09 -10 13 -14 -14
Hong Kong SAR 0.6 44 55 23 06 -92 00 66 57 45 -25 -13 0.4 2.0 2.0
Iceland -04 125 1.0 10 -16 -89 -85 40 20 -21 19 -15 -16 -16 -16
Ireland? -20 08 -03 0.1 05 50 -15 17 15 1.4 13 1.1 08 06 05
Israel -12 17 12 -36 -39 -108 -37 06 50 82 54 42 43 42 42
Italy 26 24 24 22 15 94 -87 -86 -72 46 32 30 29 30 30
Japan 37 36 31 25 30 91 61 -44 58 65 32 29 31 34 -38
Korea 05 1.6 2.2 26 04 22 00 -16 -10 -06 0.1 0.2 0.2 02 0.2
Latvia -15 05 08 -07 -04 37 55 37 27 30 25 -19 -2 12 12
Lithuania 0.2 03 05 06 03 -72 10 07 -08 26 -17 13 -3 12 11
Luxembourg 13 1.9 14 3.0 22 34 06 -03 -14 21 -5 -3 14 15 -15
Malta 09 1.1 33 2.0 05 96 -74 56 48 44 40 36 29 28 28
The Netherlands -19 0.1 1.4 15 18 37 22 01 11 20 22 27 28 -33 -33
New Zealand 04 1.0 1.4 13 25 -43 -32 35 35 35 26 17 -11 -04 -0
Norway 6.0 4.0 5.0 7.8 65 -26 103 254 142 149 133 123 115 109 104
Portugal -43 19 30 -03 01 -58 29 03 1.0 0.2 0.2 0.2 0.2 0.2 0.2
Singapore 2.9 33 5.2 37 38 67 1.1 1.2 36 5.1 36 33 3.1 2.8 2.7
Slovak Republic 27 26 10 10 12 54 54 24 64 60 61 56 57 57 56
Slovenia 28 19 01 0.7 07 -76 46 30 34 30 27 25 25 22 22
Spain’ -53 -43 31 -26 -31 -101 67 47 -36 -31 30 32 -33 -30 -30
Sweden 0.0 1.0 1.4 08 05 -28 0.0 13 -01 07 02 03 03 03 03
Switzerland 05 02 1.1 13 13 =30 -03 1.2 05 05 0.2 02 0.2 0.2 02
United Kingdom 46 33 25 23 25 131 79 47 60 46 37 37 -36 35 34
United States? 35 -44 -48 -53 58 -139 111 41 88 65 71 66 62 64 6.0

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text and Table B. G7 = Group of Seven; G20 = Group of Twenty.
"Data include financial sector support. For Cyprus, 2014 and 2015 balances exclude financial sector support.

2For cross-economy comparison, the expenditures 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 therefore differ from data published by the US Bureau of Economic Analysis.

70 International Monetary Fund | April 2024



METHODOLOGICAL AND STATISTICAL APPENDIX

Table A2. Advanced Economies: General Government Primary Balance, 2015-29

(Percent of GDP)
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Average -1.1 -1.1 -1.0 -0.9 -1.6 -9.0 -5.8 -1.3 -3.8 —2.4 2.1 -1.8 -1.6 -1.6 -1.3

Euro Area 0.1 0.4 0.8 1.2 0.8 5.7 -39 2.2 2.0 -1.2 -0.8 -0.5 -0.4 -0.3 -0.2

G7 -1.3 -1.6 -1.6 -1.6 -21 =100 -7.0 -1.8 4.7 -3.0 -2.7 -2.3 2.1 -2.1 -1.8

G20 Advanced -1.3 -15 -1.4 -1.4 2.1 9.7 6.7 -1.8 —4.4 -2.8 25 2.1 =il.8 -1.9 -1.6
Andorra
Australia -1.9 -15 -0.8 -0.4 -3.6 -7.8 -5.6 -1.4 0.2 0.0 0.0 0.4 0.7 0.9 1.1
Austria 0.7 0.1 0.6 1.4 1.7 -6.9 -4.9 -2.8 -1.6 -1.6 -1.2 -0.8 -0.8 -0.7 -0.6
Belgium 0.2 0.0 1.4 1.0 -0.3 —7.2 -4.0 2.3 -3.1 2.7 2.8 -3.0 -3.2 -3.2 =32
Canada 0.6 0.1 0.1 0.5 01 -105 -3.6 -0.3 -0.1 -0.5 -0.5 -0.3 -0.2 -0.1 0.0
Croatia 0.4 1.8 3.2 22 42 -5.5 -1.1 1.3 15 -0.3 0.0 0.2 0.3 0.4 0.3
Cyprus' 3.0 2.7 4.2 -1.4 3.3 -3.7 -0.3 3.8 4.3 3.9 3.8 3.7 29 2.6 2.3
Czech Republic 0.3 1.5 2.1 15 0.8 -5.2 -4.5 2.7 2.7 -1.2 -0.7 -0.5 -0.2 0.2 -0.8
Denmark -0.6 0.4 1.7 0.4 3.9 0.1 3.7 3.1 2.3 1.0 0.3 -0.3 -0.5 -0.7 -0.9
Estonia -0.4 -1.0 -1.1 -1.2 0.1 -5.4 -2.5 -0.9 2.8 29 —2.6 2.3 -2.0 -2.1 -2.0
Finland 2.3 -1.4 -0.4 -0.7 -0.8 -5.5 -29 -0.8 2.7 -3.2 -3.1 —2.8 24 -2.0 -2.0
France -1.8 -1.9 -1.3 -0.7 -1.7 -7.8 -5.2 -3.0 -3.8 -2.9 2.7 -2.1 -1.6 -1.3 -1.1
Germany 2.0 21 22 2.7 21 -39 =31 -2.0 -1.4 0.7 0.4 0.0 0.2 0.4 0.4
Greece 0.6 3.5 4.3 4.2 2.9 -7.5 -5.0 0.1 1.1 21 2.1 2.1 21 2.1 2.1
Hong Kong SAR 0.6 3.6 47 1.0 22 -11.1 2.7 -9.8 -8.0 -6.9 -3.8 -2.0 -0.2 1.5 1.6
Iceland 3.2 15.5 3.9 3.1 0.5 —6.8 -6.2 -0.9 0.4 -0.4 -0.5 -0.2 0.0 0.1 0.3
Ireland’ 0.3 1.5 1.6 1.7 1.7 -4.0 -0.8 2.3 2.1 21 1.9 1.7 1.3 1.1 0.9
Israel 0.6 0.2 0.7 -1.4 -2.0 -9.0 -1.0 3.8 -2.0 -5.3 -2.5 -1.3 -1.3 -1.3 -1.3
Italy 1.4 1.3 1.2 1.3 1.7 6.1 -5.4 -4.5 -3.6 -0.6 0.9 1.2 1.4 1.3 1.3
Japan -2.6 25 2.2 -1.7 2.4 -84 -5.5 -39 -5.6 —6.4 -3.0 2.7 —2.8 2.8 -2.9
Korea 0.2 14 1.8 21 -0.1 2.7 -0.4 -19 -1.2 -0.7 0.1 0.2 0.3 0.3 0.3
Latvia 0.3 0.7 0.3 0.2 0.5 -29 -4.8 -3.2 =21 =2.1 -1.5 -0.8 -0.4 -0.4 -0.4
Lithuania 15 1.8 1.7 1.6 1.2 —6.5 -0.5 -0.3 0.1 -1.8 -0.8 -0.4 -0.1 0.1 0.2
Luxembourg 1.1 1.6 1.1 2.8 2.0 =37 0.3 -0.6 -1.7 2.4 -1.9 -1.9 —2.0 —2.2 2.3
Malta 1.5 3.2 5.1 3.4 1.8 -8.3 —6.3 -4.7 -3.7 -3.0 —2.4 -1.9 -1.1 -0.9 -0.9
The Netherlands -1.0 1.0 2.2 2.2 24 =32 -1.9 0.3 05 =i*3; -1.4 -1.8 —1.9 2.2 2.2
New Zealand 1.0 1.6 2.0 1.9 -1.9 =3.7 -2.5 2.7 -2.3 -1.8 -0.7 0.2 1.0 1.7 2.0
Norway 3.4 1.5 2.6 5.7 45 -4.6 9.1 24.2 9.7 11.2 10.2 9.7 9.3 8.8 8.4
Portugal -0.1 1.9 0.7 29 29 =-3.1 -0.6 1.5 29 25 25 25 24 2.4 2.4
Singapore
Slovak Republic -1.2 -1.2 0.2 0.1 -0.2 —4.3 —4.5 -1.7 -5.6 -5.0 -4.9 —4.2 —4.3 4.4 —4.2
Slovenia 0.0 0.7 241 25 2.2 —6.2 -35 2.1 25 -1.9 -1.6 -1.4 -1.3 -1.0 —0.8
Spain’ 2.7 -19 -0.9 -0.4 -1.0 -8.1 -4.8 2.6 -1.8 -0.8 -0.4 -0.4 -0.6 -0.3 -0.3
Sweden 0.0 0.9 1.3 0.7 0.5 -29 -0.1 1.5 0.4 -0.3 0.1 0.6 0.5 0.6 0.5
Switzerland 0.8 0.4 1.3 1.4 1.4 -29 -0.2 1.3 0.6 0.6 0.3 0.3 0.3 0.3 0.3
United Kingdom =3.1 -1.7 0.7 —0.6 -1.0 -12.0 5.6 -1.0 -3.6 2.3 -1.3 -1.2 -1.0 -0.8 —0.6
United States? -1.7 2.4 2.8 -3.1 -35 -119 -8.8 -1.3 -5.8 -3.3 =37 -3.2 —29 -3.1 —2.6

Source: IMF staff estimates and projections. Projections are based on staff assessments 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. G7 = Group of
Seven; G20 = Group of Twenty.

1 Data include financial sector support. For Cyprus, 2014 and 2015 balances exclude financial sector support.

2For cross-economy comparison, the expenditures 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 therefore differ from data published by the US Bureau of Economic Analysis.
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Table A3. Advanced Economies: General Government Cyclically Adjusted Balance, 2015-29
(Percent of potential GDP)

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Average -2.0 =22 -2.4 -2.6 -33 -7.8 -6.8 -4.9 =57 -4.6 -4.4 —4.1 -3.9 -4.0 -3.8
Euro Area -0.6 -0.5 -0.6 -0.4 -0.8 -4.4 4.2 -39 -3.4 2.6 2.4 -23 -2.3 =22 -2.2
G7 -2.2 =27 3.1 -33 -4.0 -9.0 -8.1 -5.7 -6.9 -5.4 -5.2 -4.8 -4.6 -4.7 4.5
G20 Advanced -2.1 -2.5 -2.8 =3.0 -3.8 -8.6 =17 -5.5 6.5 5.1 -4.9 4.5 —4.3 4.4 4.2

Andorra

Australia’ -2.6 =22 -1.5 -1.0 -4.1 ~7.8 -6.0 -23 =il -15 -1.5 =11 -0.8 -0.5 -03

Austria -0.6 -1.3 -0.9 -0.3 0.2 6.8 -4.5 -4.3 -2.3 =21 =21 -1.9 -2.0 -1.9 -1.9

Belgium -2.4 -2.3 -0.8 -1.2 =27/ 6.2 -53 -4.0 -5.0 -4.6 -4.8 -5.0 -5.4 -5.5 -5.6

Canada 0.0 -0.1 -0.3 0.1 -0.2 -9.3 -2.3 -0.2 -0.6 -0.9 -0.9 -0.7 -0.7 -0.6 -0.5

Croatia 3.1 -0.8 0.9 0.2 2.1 -5.4 -35 -0.8 -0.5 -1.9 -15 -1.2 -1.0 -1.0 -1.0

Cyprus 2.3 14 1.9 2.8 1.0 -3.4 -1.8 14 2.0 17 17 17 1.0 0.7 0.6

Czech Republic -0.4 0.7 0.8 0.1 -0.8 -5.5 5.4 -3.4 =31 -1.8 =17 -15 -13 -0.9 -1.9

Denmark -0.6 -0.4 0.8 -0.3 35 3.0 3.4 23 2.0 0.6 0.2 0.2 -0.1 -0.2 -0.4

Estonia -0.2 -0.7 -1.4 -1.5 -0.4 -4.8 -3.3 =il.1l =il 22 =2.7 =21 -2.6 =2.7 =21/

Finland 0.1 -0.4 -0.9 -1.0 -1.3 -3.6 -2.5 -1.0 -15 -1.8 =22 -2.3 -2.3 =21 -2.3

France 2.1 -2.0 -2.0 -1.8 -3.1 -6.0 5.1 4.2 -4.9 4.4 4.4 —4.1 -4.0 -39 -3.8

Germany 12 1.1 0.8 15 13 -2.9 =-3.0 -2.9 -1.9 -0.9 -0.8 -0.7 0.6 -0.5 -0.5

Greece 4.1 6.7 6.4 4.9 2.8 2.4 -39 -1.8 -16 1.2 -1.2 -13 1.4 1.4 1.4

Hong Kong SAR 0.7 4.7 5.5 23 0.3 -5.5 1.0 -4.6 4.4 =34 -1.6 -0.6 0.8 2.2 2.0

Iceland 0.1 11.8 0.0 -1.0 -33 -5.3 6.3 -4.8 -3.0 -23 -1.8 -1.4 -1.5 -1.6 -1.6

Ireland? -1.4 -1.5 -0.9 -0.3 0.3 -4.3 -2.3 15 1.4 13 1.3 1.1 0.8 0.6 0.5

Israel -0.8 -16 1.3 -3.9 -4.3 -95 -3.5 -0.2 -53 =17 -5.7 -4.4 -4.3 4.2 4.2

ltaly 0.1 -0.6 -1.3 -1.4 -0.9 -6.0 6.8 -8.6 7.5 —4.8 -3.6 -2.8 -2.3 2.4 -2.5

Japan —4.5 -4.5 -3.7 =-3.0 -3.3 -8.1 5.4 -4.3 -5.8 6.6 -3.2 -2.9 =31 -3.4 -3.9

Korea 0.7 1.8 2.3 26 0.5 -15 0.1 =17 -0.9 -0.5 0.1 0.2 0.2 0.2 0.2

Latvia -1.8 =il.1l =il%) -2.2 =il.1l =22 -5.8 -4.3 -23 -2.5 =22 =17 -1.1 =12 =il.2

Lithuania 0.1 0.6 0.5 0.5 0.1 -59 -1.9 -13 -0.8 -2.5 =17 -13 -13 -1.2 =11

Luxembourg 17 1.1 1.0 3.0 1.9 -2.6 -0.6 -1.2 -1.4 -1.4 =11 -1.2 -1.4 -15 -16

Malta -15 2.0 25 0.6 -1.8 -5.6 6.6 -5.9 -5.3 -4.8 -4.2 -3.6 =3.0 -2.8 =2.7

The Netherlands -1.8 0.2 0.7 05 0.6 -1.2 =21 -1.3 -1.4 -1.7 -1.8 -2.5 -2.9 -3.3 -3.3

New Zealand -0.4 0.1 0.3 0.2 -2.8 -4.7 -4.5 5.1 -4.9 4.2 -2.8 -1.9 =12 -05 -0.3

Norway? -7.0 7.8 -8.1 -7.5 =79 -121  -109 -9.5 -96 -101 -103 -102 -101 -10.1 -10.1

Portugal =11 0.2 -2.3 -0.5 -0.7 2.7 -15 -1.4 0.1 0.0 0.0 0.1 0.2 0.2 0.2

Singapore -0.7 0.7 1.8 0.7 1.7 =78 -1.2 -0.7 1.0 0.9 1.2 0.9 0.8 0.5 0.3

Slovak Republic -33 -3.1 -15 -1.6 -17 -39 -5.0 -2.3 6.2 -5.8 -6.1 -5.6 5.7 -5.7 -5.6

Slovenia -11 -1.1 -0.4 -0.5 -1.0 6.5 -5.7 -3.9 =3.7 =-3.0 2.7 =25 -2.4 -2.2 22

Spain? -2.1 -2.5 2.4 2.2 -3.1 —4.5 -4.0 4.5 -3.7 -3.2 -3.2 -3.2 -3.3 -3.1 -3.0

Sweden? -0.7 0.7 0.9 0.3 -0.1 -1.5 -0.5 0.6 0.0 -0.1 0.2 0.5 0.4 0.4 0.3

Switzerland? 0.5 0.2 1.1 11 1.2 -2.3 -0.2 1.0 0.5 0.6 0.3 0.2 0.2 0.2 0.2

United Kingdom? -34 -23 S22 -2.0 -24  -11.0 -7.3 =57 -6.1 -3.9 =28 -3.0 -3.2 -3.3 -33

United States?? -2.5 -3.6 -4.3 -5.1 -6.0 -106 -10.8 -6.8 -8.6 -6.7 =71 -6.5 -6.2 6.4 -5.9

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country—specific details, see “Data and Conventions” in text and Table B. G7 = Group of Seven; G20 = Group of Twenty.

"Data are based on the fiscal year—based potential GDP.

2Data for these economies include adjustments beyond the output cycle.

3For cross-economy comparison, the expenditures 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 therefore 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, 2015-29
(Percent of potential GDP)

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Average -0.5 -07  -09 -1 -19  -66 -5.5 -3.1 -39 -2.6 -2.3 -1.9 -1.7 -17 -15
Euro Area 1.4 1.3 1.1 1.3 0.7 -3.1 -2.9 -2.3 -19  -09 -06 -04 02 -0.2 -0.1
G7 -0.6 -1.0 -14 15 22 -74 64 -35 -45 29 -2.6 -22 =20 -2.1 -1.7
G20 Advanced -0.6 -0.9 -1.2 —1.3 —2.2 —71.2 6.1 =513 4.3 2.7 24 -2.0 -1.8 -1.9 -1.6

Andorra

Australia -1.6 -13 -06 -0.1 -33 70 -5.1 -1.4 0.0 -0.2 0.0 0.3 0.7 0.9 1.1

Austria 1.2 0.4 0.6 1.0 1.3 -5.8 -37 -36 -15 -1.1 -0.9 -0.8 -0.8 -0.7 -0.6

Belgium 0.2 0.0 1.3 0.6 -1.0 -46 -39 -2.8 -35 -29 -2.9 -3.1 -3.2 -3.2 -3.2

Canada 0.6 0.5 -0.1 0.2 0.0 -88  -29 -0.6 -0.1 -0.3 -0.4 -0.3 -0.2 -0.1 0.0

Croatia 0.0 2.0 33 2.3 4.1 -37 -2.1 0.5 0.8 -07 02 0.2 0.3 0.4 0.3

Cyprus 43 3.2 3.6 45 2.6 -1.9 -0.6 2.4 3.0 2.8 2.8 2.8 2.2 1.9 1.8

Czech Republic 0.5 1.5 15 07 -03 -4.9 -48  -28 -2.3 -08  -06 -0.5 -0.2 02 -08

Denmark 0.2 0.1 0.7 -0.7 32 27 3.0 2.0 15 0.1 -02  -03 -0.5 -07  -09

Estonia -0.3 -08 -15 -15 -04  -48 -34 10 -16 -1.6 -2.1 -2.1 -1.9 -2.1 -2.0

Finland 0.3 -0.1 -0.7 -0.9 -1.2 -35 =25 -1 -1.4 -1.5 -19 =20 -2.0 -1.8 -2.0

France -0.3 -0.3 -04 02 -17 -49 -39 -24 33 24 -2.3 -1.7 14 -1.1 -0.9

Germany 2.2 2.0 1.7 23 1.9 2.5 -2.6 24 -1.2 -0.1 0.1 0.2 0.3 0.4 0.4

Greece 741 9.5 9.2 8.0 5.7 0.2 -1.6 0.7 1.1 1.9 1.8 1.9 2.0 2.1 2.1

Hong Kong SAR 0.7 39 47 0.9 -1.3 -7.3 -17 =77 -6.6 -58  -29 -1.3 0.2 1.8 1.6

Iceland 36 14.8 3.1 12 141 -3.3 -4.1 -1.6 -0.6 -06 -04 -0.1 0.0 0.2 0.3

Ireland? 1.0 0.8 1.0 1.3 16 -33 -15 241 2.0 1.9 1.9 1.7 1.3 11 0.9

Israel 0.9 0.3 0.7 -1.7 24 17 09 3.0 -23 49 -2.8 -14 14 -1.3 -13

Italy 3.7 3.0 2.2 2.0 2.3 -29 -3.6 -4.6 -39 -0.8 0.5 14 1.9 1.8 1.8

Japan -3.4 -3.4 2.7 2.2 —2.6 -7.5 -4.8 —3.9 =5.7 —6.5 -3.0 2.7 —2.8 2.8 -3.0

Korea 0.4 1.5 2.0 2.2 00 -20 -0.3 -19 11 -0.6 0.1 0.2 0.3 0.3 0.3

Latvia 0.0 0.1 -08 -1.2 -0.2 -14  -50 -38 -17  -16 -1.1 -06 -03 -04  -04

Lithuania 1.8 2.1 1.8 1.6 11 -52  -14 -0.9 -0.1 -1.7 -0.8 -04  -0.1 0.1 0.2

Luxembourg 1.5 0.9 0.8 2.8 1.7 -29  -09 -1.5 -16  -17 -1.5 -17 =20 -2.2 2.4

Malta 0.8 41 43 2.1 -0.5 —4.4 -5.6 -5.0 4.2 -3.5 -2.6 -1.9 -1.1 -0.9 -0.9

The Netherlands -0.8 1.1 1.6 1.2 1.2 0.7 -1.8 -0.9 —0.8 =ikl -1.0 =157 —1.9 2.2 2.2

New Zealand 0.3 0.7 0.9 0.8 2.2 -4.0 -37 4.2 -37 -25 -1.1 0.0 0.8 1.6 1.7

Norway? -101 -107 -109 -101 -103 -144 -126 -11.5 -156 -152 -146 -139 -132 130 -128

Portugal 3.0 39 1.3 2.7 2.2 -0.1 0.8 0.4 2.1 2.2 2.3 24 2.4 24 24

Singapore

Slovak Republic -1.8 -16 -0.3 -0.5 -0.6 -3.0 41 -15 -54 48 -4.9 -4.2 -4.4 -4.4 -4.3

Slovenia 1.6 15 1.8 1.3 0.6 -5.1 —4.6 -2.9 —2.8 -2.0 -1.6 -1.4 -1.3 -0.9 -0.8

Spain? 0.4 -0.2 -0.2 0.0 -1.0 -26 -2.1 -2.3 -1.8 -0.8 -06 -05 -0.6 -0.3 -0.3

Sweden? -0.7 0.7 0.9 0.3 -02 -16 -0.6 0.8 0.4 0.4 0.5 0.8 0.5 0.6 0.6

Switzerland? 0.8 0.4 1.3 11 1.3 -2.3 0.0 1.1 0.6 0.7 0.3 0.3 0.3 0.3 0.2

United Kingdom? -1.9 -07  -02 -0.3 -09 -99 -5.1 -20 =37 -1.7 -0.5 -0.5 -0.6 -06 -06

United States?3 -0.8 -16 23 -2.9 -37 -86 -85 -40 55 -34 -37 -3.1 -29 -3.1 -2.5

Source: IMF staff estimates and projections. Projections are based on staff assessments 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. G7 = Group of Seven; G20 = Group of Twenty.

TData are based on the fiscal year—based potential GDP.
2The data for these economies include adjustments beyond the output cycle.

3For cross-economy comparison, expenditures 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 therefore differ from data published by the US Bureau of Economic Analysis.
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Table A5. Advanced Economies: General Government Revenue, 2015-29

(Percent of GDP)

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Average 361 359 358 359 356 360 370 374 355 359 360 362 363 362 363
Euro Area 464 463 462 464 463 464 470 468 464 463 464 464 463 463 463
67 362 359 357 357 355 360 370 374 351 357 358 361 362 362 363
G20 Advanced 355 353 351 352 350 355 365 370 348 353 353 357 357 357 358
Andorra 350 386 382 386 382 413 379 397 388 385 394 395 395 396 396
Australia 345 348 350 356 345 357 354 353 362 352 339 337 338 339 340
Austria 500 485 485 489 492 488 504 496 491 495 493 492 492 492 492
Belgium 513 508 513 514 499 499 495 496 501 507 506 505 505 506 506
Canada 400 403 403 410 406 44 425 411 418 M1 M 411 411 M1 MAd
Croatia 441 449 449 453 464 467 461 450 464 457 461 455 434 434 436
Cyprus 395 375 383 390 394 385 400 412 429 434 434 433 427 427 427
Czech Republic M3 405 405 415 M3 M5 414 414 425 M7 413 413 410 407 405
Denmark 532 524 523 513 538 539 539 483 495 492 492 491 493 493 493
Estonia 391 384 382 381 393 394 394 388 401 408 405 411 406 405 406
Finland 541 539 530 525 524 516 530 527 525 517 516 515 515 514 514
France 532 530 535 534 523 524 526 535 518 520 519 518 518 518 518
Germany 451 455 455 463 465 461 473 470 461 463 465 467 469 471 47.3
Greece 486 506 498 497 480 497 502 505 471 468  47.0 461 449 439 437
Hong Kong SAR 186 226 229 207 204 207 237 216 182 196 207 215 217 222 222
Iceland 431 590 454 448 420 422 411 425 431 430 419 412 409 409 409
Ireland 270 274 258 254 248 222 229 229 247 251 251 251 249 248 248
Israel 364 362 372 356 348 341 365 372 340 357 353 355 356 358 360
Italy 478 467 463 462 470 474 475 477 478 463 471 471 470 470 470
Japan 336 336 336 343 342 355 364 376 365 358 365 365 365 365 365
Korea 203 211 218 229 229 229 257 271 239 239 244 244 244 244 244
Latvia 359 356 357 373 373 377 376 372 371 378 376 376 376 375 375
Lithuania 342 336 329 337 340 347 361 355 371 359 360 359 358 359 358
Luxembourg M7 419 426 453 453 435 434 436 464 470 478 479 482 484 487
Malta 377 375 377 379 362 357 355 338 351 341 337 334 333 333 333
The Netherlands 429 438 438 438 439 441 438 434 430 430 432 433 434 433 434
New Zealand 376 374 370 374 363 377 386 384 376 377 382 386 389 391 383
Norway 542 544 542 555 567 542 566 631 591 582 556 550 546 546 545
Portugal 438 429 424 429 425 434 446 438 434 434 433 431 427 426 426
Singapore 173 186 189 176 178 174 168 166 186 185 192 195 198 198 198
Slovak Republic 429 400 385 387 393 394 402 398 415 4.0 400 393 389 389 390
Slovenia 459 442 440 442 441 437 449 441 440 442 435 435 435 435 436
Spain 387 382 382 392 392 418 433 426 428 430 429 428 420 420 420
Sweden 484 498 496 496 487 483 481 481 471 474 479 489 489 489 489
Switzerland 330 327 336 330 333 340 342 331 325 325 324 324 324 324 324
United Kingdom 358 363 367 366 363 368 380 397 386 395 399 396 396 396 397
United States 315 310 304 300 300 307 317 327 293 305 304 310 312 312 313

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: For economy-specific details, see “Data and Conventions” in text and Table B. G7 = Group of Seven; G20 = Group of Twenty.
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Table A6. Advanced Economies: General Government Expenditure, 2015-29

(Percent of GDP)
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Average 387 386 382 383 386 462 442 405 411 403 402 401 400 401 399
Euro Area 484 477 471 469 469 534 522 505 499 492 490 488 487 486 487
67 392 392 390 391 393 476 457 415 421 412 411 411 410 410 408
G20 Advanced 384 384 381 382 387 466 448 409 414 405 403 403 402 402 400
Andorra 333 346 349 359 358 423 390 349 365 362 368 368 369 371 370
Australia 372 373 367 368 389 444 418 376 371 366 353 348 346 344 343
Austria 510 501 493 488 487 568 562 532 516 521 516 512 512 512 512
Belgium 537 531 520 523 519 588 548 532 548 551 553 555 558 561  56.2
Canada 400 408 405 407 406 524 454 410 424 422 420 419 418 417 46
Croatia 476 460 441 451 442 540 486 449 462 472 474 466 444 444 446
Cyprus 395 373 364 426 381 442 419 388 399 409 410 410 413 417 418
Czech Republic 419 398 390 406 411 472 465 446 461 439 431 428 423 M6 424
Denmark 545 525 505 505 497 535 498 450 468 477 485 490 493 495 497
Estonia 395 394 392 393 391 449 419 398 431 443 438 440 432 432 432
Finland 565 556 536 534 533 572 558 535 553 552 551 546 543 537 537
France 568 567 565 556 554 613 591 583 573 569 568 563 561 560 557
Germany 441 444 442 443 450 505 509 495 483 478 478 476 476 476 478
Greece 516 503 487 489 481 602 577 529 488 477 478 471 462 453 451
Hong Kong SAR 180 183 174 184 210 299 237 282 239 241 231 228 214 202 202
Iceland 435 464 444 438 436 511 495 465 451 450 438 427 425 425 425
Ireland 290 281 261 253 243 272 244 212 232 237 239 240 241 242 243
Israel 375 379 384 392 387 449 401 366 390 438 407 397 398 400 402
Italy 503 491 488 484 485 568 563 563 550 509 503 50.1 498 499 500
Japan 373 372 367 367 373 445 425 419 422 423 397 394 396 399 402
Korea 197 195 196 204 226 251 257 287 249 245 243 243 242 242 242
Latvia 374 361 365 381 377 414 432 409 398 408 400 395 388 387 387
Lithuania 344 333 324 332 337 419 371 361 379 385 377 372 371 371 368
Luxembourg 404 400 413 423 431 470 429 439 478 491 493 492 495 498  50.2
Malta 385 364 345 360 357 453 429 394 398 384 377 370 362 361 361
The Netherlands 448 436 425 423 421 478 461 435 441 450 453 459 462 466  46.7
New Zealand 372 365 356 361 388 421 418 420 411 413 408 404 399 395 384
Norway 482 504 492 477 502 567 463 376 450 434 423 426 431 437 441
Portugal 481 448 454 432 424 492 475 441 424 432 431 429 424 423 423
Singapore 144 153 136 139 140 241 157 154 151 134 155 162 167 170 172
Slovak Republic 456 425 395 397 405 448 456 423 479 470 462 448 446 446 445
Slovenia 487 462 441 435 434 514 495 470 474 472 462 460 459 458 458
Spain 440 425 413 418 423 519 500 474 464 462 460 460 453 450 450
Sweden 484 488 483 488 481 511 481 468 472 480 481 486 486 486 486
Switzerland 325 324 324 317 320 370 345 319 320 320 321 322 322 322 322
United Kingdom 404 396 392 389 387 499 459 444 447 441 436 433 432 431 431
United States’ 350 353 352 353 358 446 428 368 381 370 375 376 375 376 372

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: For economy-specific details, see “Data and Conventions” in text and Table B. G7 = Group of Seven; G20 = Group of Twenty.

TFor cross-economy comparison, expenditures 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 therefore differ from data published by the US Bureau of Economic Analysis.
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Table A7. Advanced Economies: General Government Gross Debt, 2015-29

(Percent of GDP)

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Average' 1032 1056 1032 1028 1039 1224 1162 1112 1110 1112 1124 1134 1140 1147 1151
Euro Area 913 904 881 861 841 972 947 908 886 887 883 882 879 879 877
G7 1163 1194 1172 1170 1180 1396 1328 1267 1261 1265 1284 1297 1306 1318 1325
G20 Advanced 1107 1137 1115 1114 1128 1334 1268 1214 1211 1215 1233 1245 1253 1263 1269
Andorra 40 398 379 363 354 464 486 389 364 347 334 323 313 308 303
Australia? 377 406 412 417 467 570 555 501 494 496 493 488 475 457 438
Austria 844 85 786 741 706 80 85 784 755 754 754 755 758 760  76.0
Belgium 1052 1050 1020 999 976 1118 1080 1043 1045 1054 1071 1092 1115 1135 1156
Canada? 920 924 909 908 902 1182 1135 1074 1071 1047 1021 1002 986 971 954
Croatia 830 795 763 731 709 88 781 682 635 595 584 571 560 549 540
Cyprus 106.8 1026 926 1011 930 1149 993 86 774 707 651 600 560 528 500
Czech Republic 397 366 342 321 300 377 420 442 442 451 452 451 447 437 439
Denmark 398 372 359 340 337 423 360 298 304 292 286 286 288 291 296
Estonia 101 100 9.1 8.2 85 186 178 185 207 230 255 276 293 309 324
Finland 683 680 660 648 649 747 726 735 767 800 826 847 858 865 872
France 956 980 981 978 974 1147 1130 111.8 1106 1116 1128 1134 1141 1146 1152
Germany 719 690 652 619 596 688 690 661 643 637 623 61.0 598 587 577
Greece 1791 1837 1832 1907 1855 2132 2011 1795 168.8 1588 1520 1481 1445 1415 1388
Hong Kong SAR2 0.1 0.1 0.1 0.1 03 1.0 1.9 43 6.5 90 112 129 130 145  16.1
Iceland 973 85 717 632 665 775 748 674 648 587 562 535 509 486 465
Ireland 765 744 674 629 571 581 544 444 433 412 386 364 347 333 321
Israel 632 618 598 601 592 709 678 605 619 673 673 678 681 683 685
Italy 1353 1348 1342 1345 1342 1549 1471 1405 1373 1392 1404 1426 1431 1447 1449
Japan 2283 2324 2313 2324 2364 2583 2539 2572 2524 2546 2526 2513 2510 2510 2517
Korea 408 412 401 400 421 487 513 538 552 566 573 579 584 589  59.4
Latvia 371 404 390 370 367 422 440 415 435 432 429 426 418 4.0 402
Lithuania 427 399 393 337 358 462 434 378 356 362 357 350 342 335 327
Luxembourg 211 196 218 209 224 246 245 247 257 280 287 295 301 307 313
Malta 562 547 478 434 400 522 539 516 518 536 550 563 562 561 559
The Netherlands 646 619 570 524 485 547 516 501 472 477 482 489 498 511 526
New Zealand 342 334 311 281 318 433 475 472 459 474 487 488 488 475 454
Norway 343 379 383 394 406 461 417 363 418 380 355 343 329 315 300
Portugal 1312 1315 1261 1215 1166 1349 1245 1124 990 947 908 870 835 801 769
Singapore 1022 1065 107.8 109.4 127.8 1481 1429 1582 1621 1625 1631 1638 1645 1652 1656
Slovak Republic 517 523 515 494 480 589 611 578 579 593 603 635 667 697 724
Slovenia 826 785 742 703 654 796 744 723 685 675 671 664 657 648 634
Spain 1033 1027 101.8 1004 982 1203 1168 1116 1075 1063 1049 1050 1051 1046 1042
Sweden 437 423 407 392 356 399 365 329 359 360 350 340 330 322 314
Switzerland 422 409 418 398 396 432 411 376 383 367 356 343 333 321 311
United Kingdom 879 878 8.7 863 857 1058 1052 1004 1011 1043 1064 1073 1083 1092 110.
United States? 1046 1066 1055 1068 1081 1320 1250 1200 1221 1233 1266 1289 1307 1326 1339

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

Note: For economy-specific details, see “Data and Conventions” in text and Table B. G7 = Group of Seven; G20 = Group of Twenty.

The average does not include the debt incurred by the European Union and used to finance the grants portion of the NextGenerationEU package. This totaled €58 billion (0.4 percent
of EU GDP) as of December 31, 2021, and €158 billion (1 percent of EU GDP) as of February 16, 2023. Debt incurred by the European Union and used to onlend to member states is
included within member state debt data and regional aggregates.
2For cross-economy comparison, gross debt levels reported by national statistical agencies for economies 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, 2015-29

(Percent of GDP)
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Average' 75.1 76.7 74.2 741 74.9 86.7 84.0 80.9 81.9 82.5 83.8 84.7 85.4 86.2 86.8
Euro Area 75.1 74.6 72.5 70.8 69.1 79.0 77.6 75.5 74.5 74.9 74.9 75.1 75.1 75.4 75.4
G7 86.0 87.9 85.6 85.7 86.4 99.6 97.3 93.5 94.7 95.5 97.3 98.6 996 100.8 101.7
G20 Advanced 80.9 82.7 80.3 80.6 81.6 94.4 92.1 88.7 90.0 90.9 92.6 93.8 94.7 95.8 96.5
Andorra
Australia? 221 23.4 23.3 24.1 27.8 36.0 35.6 30.1 28.3 29.1 29.3 28.8 27.6 26.0 24.3
Austria 58.2 56.8 56.0 50.6 47.9 59.3 60.2 58.2 56.7 57.4 58.2 58.9 59.7 60.3 60.7
Belgium? 92.0 91.2 88.3 86.4 84.8 97.3 93.4 90.7 91.5 93.0 95.1 975 1002 1026  105.0
Canada? 18.5 18.0 12.7 1.7 8.7 16.1 14.3 15.6 12.8 13.3 134 13.3 13.1 13.1 12.9
Croatia 69.8 67.5 64.4 61.1 57.9 69.7 63.0 53.1 50.0 46.9 46.4 45.8 45.2 44.6 441
Cyprus 90.6 85.3 76.9 54.2 48.7 58.5 53.9 46.9 e e e cen e s cee
Czech Republic 28.1 25.0 21.5 19.6 18.1 23.6 26.4 29.9 30.0 30.2 29.8 29.4 28.8 27.5 27.5
Denmark 16.2 17.5 15.8 13.4 123 14.9 9.5 5.2 2.5 1.0 0.2 0.0 0.1 0.3 0.7
Estonia -2.0 -1.9 -1.8 -1.8 —2.2 3.0 45 4.0 5.0 8.3 11.5 14.3 16.6 18.8 20.9
Finland* 18.4 21.2 21.8 245 27.0 33.2 343 329 34.3 36.8 38.9 40.6 4.9 42.8 43.6
France 86.3 89.2 89.4 89.2 889 1012 1004 101.2 1024 1034 1046 1052 1058 106.4 106.9
Germany 52.2 49.3 455 42.8 40.3 45.7 46.8 471 46.4 46.4 45.7 45.0 443 43.6 43.0
Greece
Hong Kong SAR?
Iceland® 78.1 67.7 60.3 50.7 54.4 60.9 59.8 56.0 54.8 49.3 47.3 451 43.0 411 39.4
Ireland® 65.6 65.5 58.6 54.1 48.9 49.6 44.5 37.2 37.4 34.0 30.5 27.4 249 22.9 20.9
Israel 59.9 58.4 56.6 57.1 56.8 66.6 64.2 58.6 60.2 65.6 65.7 66.3 66.7 66.9 67.2
ltaly 1222 1216 1213 1218 1217 1415 1348 1291 1266 1289 1303 1328 1335 1354 1358
Japan 1444 1495 1481 1511 1517 1620 156.4 150.3 1559 157.7 1557 1541 1533 1529 1529
Korea 9.5 9.7 9.6 9.6 1.7 18.3 20.8 23.4 24.7 26.2 26.8 27.4 28.0 28.5 29.0
Latvia 31.4 31.2 30.5 28.6 28.2 32.6 33.4 32.3 34.7 34.8 35.1 35.1 34.7 34.3 33.7
Lithuania 35.4 329 329 21.7 30.3 40.8 38.7 33.8 31.9 32.6 323 31.7 311 30.5 29.8
Luxembourg -125 -121 -118 -118 -141 -105 -10.8 7.8 —6.1 2.7 0.3 1.7 3.6 5.3 6.9
Malta 47.8 41.8 35.4 32.6 29.0 41.8 43.7 46.4 471 49.3 50.9 52.5 52.6 52.7 52.7
The Netherlands 53.3 51.5 46.6 429 39.8 44.8 42.2 41.0 38.6 39.1 39.5 40.1 40.8 41.8 431
New Zealand 7.3 6.6 5.6 47 6.9 10.4 14.0 18.0 20.5 23.3 24.8 25.4 25.4 247 23.7
Norway -851 837 -786 709 -742 -790 -831 639 994 -103.2 -108.0 -116.0 -1240 -131.8 -138.9
Portugal 121.0 1194 1160 1134 1099 1230 1174 106.7 95.0 90.8 87.1 83.5 80.1 76.8 73.7
Singapore
Slovak Republic 47.3 46.9 45.8 43.4 43.1 48.9 49.6 48.1 49.8 53.0 55.8 59.2 62.3 65.2 67.8
Slovenia 63.6 62.7 60.2 53.4 49.5 56.7 55.8 55.2 52.3 51.5 51.2 50.7 50.2 49.5 48.4
Spain 86.0 87.1 86.2 84.9 83.7 1031 101.2 97.4 93.3 92.4 91.4 91.5 91.8 91.8 91.8
Sweden 111 8.7 6.1 6.0 49 8.4 7.5 6.3 10.6 11.5 11.6 11.5 11.4 11.5 11.5
Switzerland 21.0 21.6 20.8 18.7 17.3 20.4 20.6 17.2 17.8 16.3 15.1 13.9 12.8 11.6 10.7
United Kingdom 79.3 78.8 77.2 76.6 75.8 93.1 91.7 90.5 92.5 92.9 94.7 95.5 96.4 97.2 98.0
United States? 81.1 82.0 80.6 81.4 83.2 98.0 97.8 94.7 96.3 976 1007 1029 1046 1065 108.0

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: For economy-specific details, see “Data and Conventions” in text and Table B. G7 = Group of Seven; G20 = Group of Twenty.

1The average does not include the debt incurred by the European Union and used to finance the grants portion of the NextGenerationEU package. This totaled €58 billion (0.4 percent
of EU GDP) as of December 31, 2021, and €158 billion (1 percent of EU GDP) as of February 16, 2023. Debt incurred by the European Union and used to onlend to member states is
included within member state debt data and regional aggregates.

2For cross-economy comparison, net debt levels reported by national statistical agencies for economies 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.

3Belgium’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.

“4Net debt figures were revised to include only categories of assets corresponding to the liabilities covered by the Maastricht definition of “gross debt.”
5“Net debt” for Iceland is defined as gross debt minus currency and deposits.

6“Net debt” for Ireland is defined as gross general debt minus debt instrument assets, namely, currency and deposits, debt securities, and loans. Net debt was previously defined as
general government debt less currency and deposits.
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Table A9. Emerging Market and Middle-Income Economies: General Government Overall Balance, 2015-29
(Percent of GDP)

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Average -4.0 —4.4 -3.8 -3.5 —4.4 -8.7 -5.0 -4.9 -5.5 -56 54 -53 52 -52 52
Asia =31 =37 -3.6 4.2 5.7 -9.6 -6.3 7.2 -6.7 -6.9 -7.0 7.1 -7.0 -69 -69
Europe -2.6 -2.6 =17 0.4 -0.6 -5.4 =17 -2.4 -4.3 -40 -3.1 -26 -24 -24 =22
Latin America -5.8 -5.2 -53 -5.0 -3.8 -8.3 -3.8 -33 5.1 -47 -34 =31 -2.8 -26 =25
MENA -7.5 -8.6 4.7 -1.4 -2.3 -8.3 -1.9 3.8 0.6 -15 -11 =11 -13 -13 -13
G20 Emerging —4.2 4.4 -4 —4.0 -5.1 -9.3 -5.3 -5.9 -6.3 -6.3 6.1 -6.1 -6.1 6.1 6.0

Algeria -139 -118 -7.5 6.2 -85 -105 6.3 -25 -3.0 -85 -7.8 -6.7 6.7 6.7 -6.7

Angola -2.9 -4.5 -6.6 2.3 0.8 =18 3.8 0.7 -0.1 2.7 3.1 2.6 2.6 15 0.6

Argentina -6.0 -6.7 -6.7 -5.4 -4.4 -8.7 -4.3 -3.9 -4.2 0.0 0.7 -0.4 12 15 19

Belarus -3.0 =17 -0.3 1.8 0.9 -2.9 =17 -4.5 -2.3 -16 -1.6 -1.8 -19 =20 -21

Brazil -8.8 -7.6 -8.5 -7.0 =50 -11.9 -2.5 =3.1 -7.9 -63 -55 =52  -50 -46 -44

Bulgaria -2.8 15 0.8 0.1 -1.0 -2.9 -2.8 -0.8 =3.1 27 =29 =34 =27 27 26

Chile =21 =27 -2.6 -15 =27 7.1 7.5 1.4 -2.2 -19 -12 -03  -0.1 0.0 0.0

China’ 2.5 -3.4 -3.4 -4.3 -6.1 -9.7 -6.0 -7.5 =71 74 -7.6 -78 -7.8 -78 -79

Colombia -3.5 -2.3 -2.5 -4.7 =35 -7.0 =71 -6.2 =27 -33 =31 -28 -26 -24 =21

Dominican Republic 0.0 =3.1 =3.1 =22 -3.5 -7.9 =29 =32 -3.3 =30 -27 -26 -24 =272 =2

Ecuador? -69 -10.3 -5.8 -2.8 -35 -7.4 -16 0.0 -3.5 . e S . e .

Egypt -104 -11.8 -9.9 -9.0 -7.6 7.5 -7.0 -5.8 -58 -109 -93 71 —4.8 =35 24

Hungary -2.0 -1.8 -25 =21 -2.0 -7.6 7.2 -6.2 -6.7 -2 -43 -32 -29 -26 -26

India =72 =71 -6.2 -6.4 =77  -129 -8.6 -9.2 -8.6 -7.8 76 =73 -70 -68 -6.6

Indonesia =27 -2.6 -2.3 =17 =21 -6.1 -4.4 =22 -1.6 =22 =27 -26 =25 -24 =24

Iran -15 -1.8 -1.6 -1.6 -4.5 5.2 -3.2 -2.8 -2.3 -3.0 -34 =37 -38 -39 41

Kazakhstan -6.3 -4.5 —4.3 2.6 -0.6 -7.0 -5.0 0.1 -1.5 22 -19 -20 -21 25 -24

Kuwait 16.7 13.3 16.8 17.3 1.1 -4.0 8.9 30.6 29.4 27.3 281 27.9 27.4 26.9 26.5

Lebanon -7.5 -8.9 -87 -113 -104 -3.5 0.6 -6.1 . . . . . . .

Malaysia® 2.5 -2.6 2.4 -2.6 -2.0 -4.9 -6.0 -4.8 -4.4 -35 =35 -34 -34 -33 -32

Mexico -39 2.7 -1.0 =21 -2.3 -4.3 -3.8 -4.3 -4.3 -59 -3.0 =27 =27 =27 =27

Morocco -4.5 4.4 -3.2 -3.4 -3.6 =71 -6.0 -5.4 4.4 -43 -3.8 =32 =31 =31 -3.0

Oman -135 -196 -105 -6.7 -48 157 =31 10.1 59 3.7 3.6 3.9 3.6 3.5 35

Pakistan 4.7 -39 =172 -5.7 -7.8 -7.0 -6.0 7.8 7.8 -74 -73 -58 5.1 -46  -46

Peru -2.0 2.2 -2.8 -2.0 -1.4 -9.0 -2.5 -1.4 -2.8 -25 -1.8 =11 -0.3 -03 -02

Philippines 0.1 -0.7 -0.8 -1.5 -1.5 -5.5 -6.2 -5.5 5.1 -41 3.6 -29 24 -20 -19

Poland -2.6 =24 -15 -0.2 -0.7 -6.9 -1.8 =37 56 -55 438 -45 -44 —4.1 -4.1

Qatar 18.4 -9.2 6.8 2.3 1.0 -2.1 0.2 10.4 54 5.1 47 4.7 4.3 4.0 3.8

Romania -1.3 -2.5 -2.9 2.7 -4.6 -9.6 -6.7 -5.8 -5.7 6.2 6.5 -64 6.2 -58 538

Russian Federation -3.4 =37 -1.5 29 1.9 -4.0 0.8 -1.4 -2.3 -19 -1.2 -05 -02 -0.2 0.2

Saudi Arabia =165 -137 -8.9 -55 -42 -10.7 =22 25 -2.0 -28 -1.6 -20 -25 -25 =25

South Africa -4.4 =3.7 -4.0 =37 4.7 -9.6 -5.5 -4.3 -6.0 -6.1 -63 -56 -54 -56  -58

Sri Lanka 6.6 -5.0 -5.1 -5.0 =75 -122 117 -102 o e . o . . s

Thailand 0.1 0.6 0.4 0.1 0.4 —4.5 -6.7 -4.5 -3.2 =37 -34 -34 33 =32 =31

Tiirkiye -0.9 -16 =17 -3.2 -4.8 -4.7 =-3.0 =11 -5.5 -54 =37 -32 33 -34 =33

Ukraine -1.2 —2.5 -2.4 -2.1 =21 -5.9 -40 -157 -197 -137 -73 -47 =35 -26 -23

United Arab Emirates -6.6 =31 -0.2 3.8 26 -2.5 4.0 9.9 6.3 4.5 4.0 37 35 33 3.1

Uruguay* =il =2/ -2.5 =il -2.6 -4.7 -2.6 2.5 =31 -28 -25 -22 =21 =21 -2.0

Venezuela -8.1 -85 -133 -303 -10.0 -5.0 -4.6 -6.0 -3.4 . oo o . . o

Vietnam -5.0 -3.2 -2.0 -1.0 -0.4 -2.9 -1.4 0.3 -1.6 -24 24 -25 -25 -25 =25

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

Note: For country-specific details, see “Data and Conventions” in text and Table C. G20 = Group of Twenty; MENA = Middle East and North Africa.

1China’s deficit and public debt numbers presented in this table cover a narrower perimeter of the general government than IMF staff’s estimates in China Article IV reports

(see IMF 2024 for a reconciliation of the two estimates).

2The data for Ecuador reflect net lending/borrowing of the nonfinancial public sector.

3The general government overall balance in 2019 includes a one-off refund of tax arrears in 2019 of 2.4 percent of GDP.

4Data are for the nonfinancial public sector, which includes central government, local government, social security funds, nonfinancial public corporations, and Banco de Seguros del
Estado. The coverage of fiscal data was changed from the consolidated public sector to the nonfinancial public sector with the October 2019 submission. With this narrower coverage,
the central bank balances are not included in the fiscal data. Historical data were also revised accordingly. Starting in 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. These funds are recorded as revenues, consistent with the IMF's
methodology. Therefore, data for 2018-22 are affected by these transfers, which amounted to 1.2 percent of GDP in 2018, 1.0 percent of GDP in 2019, 0.6 percent of GDP in 2020,
0.3 percent of GDP in 2021, 0.1 percent of GDP in 2022, and 0 thereafter. See IMF Country Report No. 19/64 for further details. The disclaimer about the public pension system
applies only to the revenues and net lending/borrowing series.
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Table A10. Emerging Market and Middle-Income Economies: General Government Primary Balance, 201529

(Percent of GDP)
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Average 23 27 =20 17 27 -69 -32 31 34 34 31 -30 28 27 26
Asia 19 24 21 27 42 19 A7 56 50 50 50 -49 47 45 44
Europe -14 15 07 15 04 44 07 -14 30 -25 -14 09 -08 -07 06
Latin America -16 17 -15 -1 -03 -51 06 05 -06 -04 0.5 08 1.0 1.0 1.1
MENA 74 -84 -46 07 14 -76 08 4.4 11 -03 0.1 00 -01 -01 01
G20 Emerging 24 28 22 22 33 -75 -35 41 42 41 38 -37 36 34 -33
Algeria 137 -116 67 57 -80 -97 57 13 18 67 59 47 45 43 43
Angola 11 17  -30 7.0 6.4 50 9.0 47 55 80 8.3 75 6.6 6.1 45
Argentina -44  -48 -42 22 04 62 25 17 -18 22 2.9 3.2 3.4 36 37
Belarus 1.3 0.3 1.6 38 26 -12 02 30 07 00 00 -02 05 -06 07
Brazil 04 16 22 10 -03 79 20 21 19 -06 03 0.0 0.4 0.6 0.9
Bulgaria 2.4 1.8 1.2 03 08 28 -28 08 30 26 26 27 20 20 -20
Chile 19 24 23 -1 24 66 69 18 -18 -0 -03 0.6 0.8 1.0 1.0
China 20 27 26 -35 52 -88 51 66 61 63 63 63 61 59 58
Colombia 17 04 05 25 1.0 -44 44 2.4 1.1 1.0 08 0.8 1.0 08 0.7
Dominican Republic 23 06 05 04 07 47 02 -04 01 0.5 0.8 0.9 1.0 11 1.2
Ecuador’ 64 97 47 14 19 58 14 05 25 ... . . . . .
Eqypt 39 41 24 04 13 1.2 1.1 0.4 1.1 1.7 3.0 3.9 4.4 43 43
Hungary 1.3 1.2 0.1 0.2 01 54 51 40 28 14 -08 -05 03 0.0 0.0
India 27 25 15 17 -30 -73 -34 43 34 24 22 21 21 20 20
Indonesia -14 11 07 00 -04 40 -24 0.2 05 02 06 04 03 02 02
Iran 14 13 10 07 -34 -41 -21 20 -18 -1 42 42 41 -0 -09
Kazakhstan 59 -43 52 18 08 -7.7 44 08 06 -13 07 -07 -08 11 11
Kuwait? 00 48 -0.1 19 48 -248 7.0 158 106 75 75 6.5 5.4 44 3.6
Lebanon 14 0.4 08 -14 -03 -05 1.9 56 ... .. . . . . .
Malaysia 09 -08 -06 -08 00 -30 -39 27 21 -12 -09 -08 -06 -05 -05
Mexico 1.2 0.3 25 15 14 05 00 0.7 15 09 13 15 14 1.2 11
Morocco 20 20 09 12 14 46 -39 32 23 -19 12 08 06 -05 05
Oman -141  -200 -111 -52 -46 -130 09 10.7 65 44 44 45 4.1 4.0 3.9
Pakistan 05 01 -14 18 30 -15 -1 30 09 04 0.5 0.4 0.4 0.4 0.5
Peru -1 12 -18 -08 -02 69 -12 00 -13 -10 -04 0.2 08 0.8 07
Philippines 2.1 1.0 0.9 0.2 01 37 -44 35 29 -7 -10 -03 0.0 0.3 03
Poland -08 07 0.1 1.2 06 56 -07 21 38 34 26 22 22 20 -9
Qatar 199 77 54 3.7 2.7 02 20 1.7 6.7 62 5.8 5.7 5.4 5.0 4.8
Romania 01 13 -18 -14 34 83 53 38 -38 40 -43 43 40 36 -35
Russian Federation 31 32 -0 3.4 22 37 11 11 =20 -17 -09 02 0.0 0.0 0.3
Saudi Arabia -175 -165 -11.3 -60 -42 -125 -20 23 20 -26 -14 18 22 21 =20
South Africa -14 06 08 04 -11 55 13 03 -10 -09 09 0.1 0.5 06 0.6
Sri Lanka 21 02 0.0 06 -19 59 57 37 ... . . o . .. .
Thailand 11 14 0.5 1.1 14 35 55 31 20 24 20 -21 -9 18 -7
Tiirkiye 09 -02 03 -17 29 28 -3 01 37 -28 05 0.2 0.1 0.0 0.1
Ukraine 30 16 1.4 1.2 10 30 -11 -126 -158 -82 -28 07 0.2 08 1.0
United Arab Emirates 63 29 0.0 4.0 29 22 43 10.4 69 52 4.7 45 42 4.0 38
Uruguay? 02 -03 02 05 -05 -21 -06 05 09 -11 -08 -05 -04 -03 -02
Venezuela 68 -77 131 303 100 49 46 59 32 ... . . . .. .
Vietnam 34 -16 04 05 10 15 02 12 07 14 15 -5 -5 15 -15

Source: IMF staff estimates and projections. Projections are based on staff assessments 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. G20 = Group of
Twenty; MENA = Middle East and North Africa.

1The data for Ecuador reflect primary balance of the nonfinancial public sector.

2Interest revenue is proxied by IMF staff estimates of investment income. The country team does not have the breakdown of investment income between interest revenue and
dividends.

3Data are for the nonfinancial public sector, which includes central government, local government, social security funds, nonfinancial public corporations, and Banco de Seguros del
Estado. The coverage of fiscal data was changed from the consolidated public sector to the nonfinancial public sector with the October 2019 submission. With this narrower coverage,
the central bank balances are not included in the fiscal data. Historical data were also revised accordingly. Starting in 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. These funds are recorded as revenues, consistent with the IMF’s
methodology. Therefore, data for 201822 are affected by these transfers, which amounted to 1.2 percent of GDP in 2018, 1.0 percent of GDP in 2019, 0.6 percent of GDP in 2020,
0.3 percent of GDP in 2021, 0.1 percent of GDP in 2022, and 0 thereafter. See IMF Country Report No. 19/64 for further details. The disclaimer about the public pension system
applies only to the revenues and net lending/borrowing series.
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Table A11. Emerging Market and Middle-Income Economies: General Government Cyclically Adjusted Balance,

2015-29
(Percent of potential GDP)

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Average -3.6 -3.8 -3.6 -3.7 —4.6 -7.3 -50 55 -5.9 -6.0 -5.9 -5.8 -5.7 5.7 -5.6
Asia -2.8 -3.6 -35 4.2 -5.5 8.1 5.8 —6.6 —6.5 —6.8 7.1 -7.2 71 7.1 71
Europe -2.2 -2.1 -1.5 -0.1 -0.9 -4.6 -1.9 -2.9 -4.7 -4.4 -3.4 -2.8 -2.6 -2.5 —2.4
Latin America -5.7 -4.7 -5.0 -4.3 -3.4 —6.5 -3.7 -3.6 -5.3 -4.6 -3.4 -3.2 -2.9 -2.7 —2.6
MENA -9.6 -9.6 -7.0 -5.0 -5.7 —6.6 —4.4 -2.4 -2.9 —4.2 4.8 —4.0 -3.3 -2.8 -2.3
G20 Emerging -3.6 -3.9 -3.8 -39 -4.9 -7.8 -50 57 —6.3 —6.4 -6.3 —6.3 —6.2 -6.2 6.2

Algeria

Angola -0.9 —2.6 -4.5 33 1.9 1.1 41 0.8 0.4 2.1 2.6 24 2.6 17 0.9

Argentina -6.2 —6.0 -7.2 -5.0 -3.4 -5.0 -35 45 -41 1.9 2.0 0.4 1.4 15 1.9

Belarus -2.3 0.0 0.4 1.5 0.3 -3.1 -26 -39 -2.5 -2.3 2.7 -34 -39 —4.5 -4.8

Brazil -8.6 -6.0 7.2 -6.2 -45 -1041 -2.0 -3.1 -8.2 6.6 -5.7 5.4 -5.0 —4.6 —4.4

Bulgaria 2.7 1.4 0.6 -0.2 -1.9 -1.3 -3.0 -1.4 -3.2 2.7 —29 -34 2.7 2.7 —2.6

Chile? 0.5 -1.0 —2.0 -15 -1.7 -16 -117 -3 -3.6 -2.6 -2.0 -0.8 -0.8 -0.5 -0.5

China -2.2 -3.1 -3.2 -4 -5.8 -8.4 -56 6.6 —6.6 -7.2 -7.5 -7.8 -7.8 -7.8 -7.9

Colombia -39 -2.6 -2.3 -4 -2.3 -4.7 -6.7 -6.7 —2.6 -2.8 -2.8 -2.8 -2.6 -2.4 -2.1

Dominican Republic 4.2 -3.8 -3.7 -33 -3.2 7.6 -34 -35 -3.7 -3.8 -35 -3.2 -3.0 -2.7 -2.5

Ecuador? -6.4 -105 -4 2.7 -36 -11.0 -28 -1.0 -3.4 e . . e . .

Egypt -108 -11.4 -10.1 -9.0 -7.3 —6.6 7.2 —6.1 5.7 —6.1 -8.3 —6.4 —4.3 -3.1 -1.9

Hungary 2.3 -1.8 2.8 -3.0 =37 —6.2 75 -7.3 —6.3 -4.6 -4.0 -3.0 —2.8 —2.6 2.7

India -7.0 7.4 —6.2 -6.8 -7.6 -9.1 -8.3 -9.3 -8.7 -7.9 =17 -7.3 -7.0 -6.8 —6.6

Indonesia -2.8 -2.5 —2.2 -1.6 -2.1 -5.3 -3.8 -2.0 -1.6 -2.2 -2.7 -2.6 -2.5 -2.5 —2.4

Iran

Kazakhstan

Kuwait

Lebanon -116 -115 137 -127 -183 -121 -2.4 0.2 L. . .. ... . .. ...

Malaysia -2.6 2.7 —2.6 -3.6 —4.1 -4.0 -5.2 -5.1 -4.5 -3.6 -3.6 -3.5 -3.4 -3.3 -3.2

Mexico -4 -3.9 2.7 -2.7 -2.8 -3.6 -33 4.2 —4.5 -6.2 -3.1 2.7 -2.7 -2.7 2.7

Morocco -35 -2.0 -3.0 -2.7 -3.8 5.2 -6.0 -5.3 —4.5 4.4 -39 -3.3 -3.2 -3.1 -3.1

Oman

Pakistan

Peru -1.5 -1.8 -2.2 -2.1 -1.3 -7.3 -4 2.2 -2.6 -2.5 -2.2 -1.8 -1.2 -1.2 -11

Philippines 0.2 -0.8 -0.8 -1.5 -1.5 -3.3 -53 -56 -5.2 —4.2 -3.6 -2.9 -2.4 —2.0 -1.9

Poland 2.2 -1.7 -1.6 -1.5 —2.4 -5.4 -2.1 -5.0 -5.1 -4.9 —4.5 -4.5 —4.4 —4.1 -41

Qatar -4.8 -7.4 —2.8 2.4 0.9 —6.8 2.3 7.7 3.5 3.1 2.0 14 1.0 1.0 1.1

Romania -1.0 -1.8 -3.2 -3.7 5.6 -8.3 -6.5 6.0 5.6 6.1 6.3 —6.4 6.1 -5.8 5.7

Russian Federation -3.1 -3.2 -1.0 29 2.0 —4.4 0.5 -1.3 2.5 -2.3 -1.5 -0.6 -0.3 -0.3 0.1

Saudi Arabia

South Africa —4.2 -3.6 -3.8 -3.7 4.4 -5.9 5.1 -5.1 —6.4 —6.4 -5.8 -5.5 5.4 -5.6 -5.8

Sri Lanka

Thailand 0.4 0.8 -0.4 -0.1 0.3 -35 -56 -39 -2.9 —4.4 5.1 -5.5 —6.0 5.5 -5.5

Tirkiye -1.3 -14 24 -3.6 —4.1 -3.2 -34 17 —6.4 6.5 —4.6 -39 -39 -3.9 -3.8

Ukraine 15 -0.9 -14 -2.2 -1.7 4.4 -33 -15.0

United Arab Emirates .

Uruguay? -2.1 2.7 -2.7 -1.9 -2.0 -2.9 -15 =21 -2.4 -2.5 —2.2 -2.0 -1.9 -2.0 -1.9

Venezuela

Vietnam

Source: IMF staff estimates and projections. Projections are based on staff assessments 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. G20 = Group of Twenty; MENA = Middle East and North Africa.

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

2The data for Ecuador reflect cyclically adjusted primary balance of the nonfinancial public sector.

3Data are for the nonfinancial public sector, which includes central government, local government, social security funds, nonfinancial public corporations, and Banco de Seguros del
Estado. The coverage of fiscal data was changed from the consolidated public sector to the nonfinancial public sector with the October 2019 submission. With this narrower coverage,
the central bank balances are not included in the fiscal data. Historical data were also revised accordingly. Starting in 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. These funds are recorded as revenues, consistent with the IMF's
methodology. Therefore, data for 2018-22 are affected by these transfers, which amounted to 1.2 percent of GDP in 2018, 1.0 percent of GDP in 2019, 0.6 percent of GDP in 2020,
0.3 percent of GDP in 2021, 0.1 percent of GDP in 2022, and 0 thereafter. See IMF Country Report No. 19/64 for further details. The disclaimer about the public pension system
applies only to the revenues and net lending/borrowing series.
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Table A12. Emerging Market and Middle-Income Economies: General Government Cyclically Adjusted Primary

Balance, 2015-29
(Percent of potential GDP)

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Average -1.6 -1.9 -1.6 -1.7 2.7 5.4 -3.1 -35 =37 -3.6 -3.4 -3.3 -3.1 -3.0 -2.9
Asia -1.7 2.2 -2.0 2.7 —4.1 —6.5 —4.3 -5.0 -48 49 -5.0 -5.0 —4.8 4.6 —4.5
Europe -0.9 -0.9 -0.4 1.0 0.1 -3.6 -0.8 -2.0 -34 -28 -1.7 -1.1 -0.9 -0.8 -0.7
Latin America -1.3 -1.2 -1.1 -0.4 0.1 -3.4 -0.5 0.4 -08 -03 05 0.8 1.0 1.0 1.1
MENA -5.8 -5.3 -3.1 -0.7 -1 -2.1 -0.1 1.3 0.8 1.3 0.4 1.0 1.2 1.4 1.6
G20 Emerging -1.7 =21 -1.8 -2.0 -3.1 -5.9 -3.2 -3.8 —4.1 —4.1 -39 -3.8 -3.6 -3.5 -3.4

Algeria

Angola 0.7 -0.1 -1.3 7.7 7.0 6.8 9.2 438 5.8 7.6 8.0 74 6.6 6.2 48

Argentina -4.6 -4 -4.7 -1.8 0.5 -2.8 -1.7 -2.3 -1.7 4.0 4.2 39 3.6 36 37

Belarus -0.6 1.9 2.3 35 2.1 -1.4 -1.1 —2.4 -0.9 -0.6 -1.0 -1.7 —2.4 -3.0 -3.4

Brazil -0.2 -0.2 -1 -0.3 0.2 —6.2 24 2.1 22 -09 -0.5 -0.2 0.3 0.6 0.9

Bulgaria 2.3 1.7 0.9 0.0 -1.7 -1.2 -3.0 -1.4 -3.1 —2.6 —2.6 2.7 —2.0 —2.0 —2.0

Chile? 0.7 -0.7 -1.7 -1.2 -14 1.1 -1141 -0.8 -3.3 -1.7 -1.1 0.0 0.1 0.4 0.4

China -1.7 -2.5 -2.5 -33 -4.9 -7.5 -4.7 -5.7 -56  -6.1 -6.2 -6.3 —6.1 -5.9 -5.8

Colombia —2.1 -0.6 -0.3 -1.9 0.1 -2.3 -4.0 -2.9 1.2 1.4 1.1 0.8 1.0 0.8 0.7

Dominican Republic -1.9 -1.3 -1.2 -0.7 -0.5 -4.6 -0.3 -0.6 -05 -04 0.0 0.3 0.4 0.6 0.8

Ecuador? -5.9 -9.9 -3.0 -1.3 -2.1 -9.1 -2.6 -0.6 -25 e . . e . .

Egypt —4.4 3.7 —2.6 -0.5 15 2.0 0.8 0.1 1.1 6.5 39 4.6 49 48 48

Hungary 1.1 1.3 0.1 -0.6 -1.4 -4.0 -5.3 -4.9 -23 08 -0.4 -0.2 -0.2 0.0 0.0

India -2.5 -2.8 -1.4 -2.0 -2.9 -39 -3.1 -4.3 -34 =25 -2.2 -2.1 -2.1 -2.0 -2.0

Indonesia -1.4 -1.1 -0.6 0.1 -0.3 -3.3 -1.8 0.0 0.5 -0.2 -0.6 -0.4 -0.3 -0.3 -0.2

Iran

Kazakhstan

Kuwait

Lebanon -2.8 -2.1 -39 -2.1 7.4 -9.3 -1.3 0.7 L. . .. ... . .. ...

Malaysia -1.0 -0.9 -0.8 -1.7 -2.0 -2.1 -3.1 -3.0 22 -13 -1.0 -0.8 -0.7 -0.5 -0.5

Mexico -1.4 -0.9 0.9 1.1 0.9 0.0 04 0.8 14 141 1.3 1.5 1.4 1.2 1.1

Morocco -1.0 0.5 -0.7 -0.5 -1.7 -2.7 -39 -3.1 -3.1 -2.0 -1.3 -0.9 -0.7 —0.6 -0.5

Oman

Pakistan

Peru -0.6 -0.9 -1.2 -0.9 -0.1 -5.3 -2.8 -0.8 -11 -1.0 -0.8 -0.5 -0.1 -0.1 -0.2

Philippines 22 1.0 0.8 0.1 0.1 -1.7 -35 -3.6 -2.9 -1.7 -1.0 -0.3 0.0 0.3 0.3

Poland -0.5 0.0 0.1 -0.1 -1.0 —4.1 -1.0 -3.4 -33 -2.9 —2.4 —2.2 -2.2 -2.0 -1.9

Qatar -34 -6.1 -1.6 39 25 -5.1 3.9 9.1 49 4.4 3.2 2.4 2.1 2.0 2.1

Romania 0.2 —0.6 -2.1 -2.3 —4.5 -7.0 -5.0 4.0 -37 -39 -4 —4.3 —4.0 -35 -3.5

Russian Federation 2.8 —2.8 —0.5 3.4 2.3 —4.1 0.8 -1.0 22 21 -1.2 0.3 0.1 -0.1 0.2

Saudi Arabia

South Africa -1.2 -0.5 -0.6 -0.3 -0.9 -2.1 -1.1 -0.6 -1.5 -1.2 -0.4 0.2 0.5 0.6 0.6

Sri Lanka

Thailand 1.4 1.6 0.5 0.9 1.3 -2.6 —4.3 —2.6 -1.7 -3.0 -3.6 -4.0 —4.4 —4.0 -4.0

Tirkiye 0.6 0.0 -1.1 -2.1 2.2 -14 -1.7 -0.4 -4.5 -3.8 -14 -0.4 -0.5 -0.5 0.3

Ukraine 5.4 3.0 2.3 1.1 1.3 -1.6 -05 -11.8

United Arab Emirates .

Uruguay? 0.1 -0.3 -0.3 0.5 0.1 -0.4 0.4 -0.1 -0.2 -0.8 -0.6 -0.3 -0.2 -0.2 -0.1

Venezuela

Vietnam

Source: IMF staff estimates and projections. Projections are based on staff assessments 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. G20 = Group of Twenty; MENA = Middle East and North Africa.

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

2The data for Ecuador reflect cyclically adjusted primary balance of the nonfinancial public sector.

3Data are for the nonfinancial public sector, which includes central government, local government, social security funds, nonfinancial public corporations, and Banco de Seguros del
Estado. The coverage of fiscal data was changed from the consolidated public sector to the nonfinancial public sector with the October 2019 submission. With this narrower coverage,
the central bank balances are not included in the fiscal data. Historical data were also revised accordingly. Starting in 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. These funds are recorded as revenues, consistent with the IMF's
methodology. Therefore, data for 2018-22 are affected by these transfers, which amounted to 1.2 percent of GDP in 2018, 1.0 percent of GDP in 2019, 0.6 percent of GDP in 2020,
0.3 percent of GDP in 2021, 0.1 percent of GDP in 2022, and 0 thereafter. See IMF Country Report No. 19/64 for further details. The disclaimer about the public pension system
applies only to the revenues and net lending/borrowing series.
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Table A13. Emerging Market and Middle-Income Economies: General Government Revenue, 2015-29

(Percent of GDP)
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Average 278 274 276 281 276 257 267 270 272 269 269 269 268 268 268
Asia 262 260 261 262 254 235 246 241 246 241 242 243 244 245 246
Europe 333 336 336 350 349 344 344 338 346 350 353 355 353 353 354
Latin America 306 308 305 303 307 286 298 314 302 306 305 305 305 306 306
MENA 264 240 257 293 294 266 282 314 303 289 290 285 279 274 269
G20 Emerging 284 283 284 285 279 258 269 268 271 268 269 269 270 270 27.0
Algeria 270 253 287 301 286 270 262 296 311 278 268 264 257 254 252
Angola 241 175 175 229 212 213 233 232 200 208 201 194 184 179 163
Argentina 354 349 344 335 337 338 335 340 322 345 349 347 348 349 351
Belarus 388 390 387 396 383 352 353 321 338 351 354 354 352 351 351
Brazil 403 4.0 398 405 418 380 404 426 400 409 412 413 413 415 416
Bulgaria 346 343 329 344 349 349 358 369 347 363 362 356 357 356 356
Chile 229 227 229 241 238 220 261 280 247 258 260 260 260 260 26.0
China 290 289 292 290 281 257 266 260 268 262 263 265 267 269 27.0
Colombia 278 277 268 300 294 266 272 278 323 306 298 294 296 296 296
Dominican Republic 166 139 140 142 144 142 156 153 160 1569 1563 1563 153 153 153
Ecuador’ 372 339 347 381 363 329 358 388 362 . . . . . .
Eqypt 209 192 207 197 193 182 186 189 170 175 184 195 208 211 208
Hungary 484 450 443 440 440 439 412 426 408 423 422 424 420 427 426
India 199 201 200 200 192 182 204 198 202 201 202 203 203 204 204
Indonesia 149 144 142 149 143 124 137 152 150 152 153 154 154 155 155
Iran 148 153 155 136 9.7 78 110 110 112 11 111 111 112 112 113
Kazakhstan 166 170 198 214 197 175 171 218 219 201 200 197 195 193 193
Kuwait 719 673 683 681 617 606 592 702 802 777 769 765 759 755 752
Lebanon 192 194 219 210 208 160 9.8 6.5 . .. . . .. . .
Malaysia 222 203 196 202 216 201 184 199 189 176 170 168 167 167 167
Mexico 227 238 240 228 230 235 230 243 244 244 241 238 238 236 235
Morocco 239 241 246 242 238 270 253 287 285 282 275 269 266 265 263
Oman 31,1 250 290 316 339 289 330 397 321 310 303 294 284 275 274
Pakistan 131 138 140 134 113 133 124 121 114 125 124 124 123 123 124
Peru 202 187 181 193 198 178 210 220 197 200 201 201 201 202 203
Philippines 179 183 187 194 202 204 210 204 201 207 213 217 221 223 225
Poland 391 389 399 412 411 M3 423 402 420 431 443 453 442 438 439
Qatar 570 309 278 312 335 326 296 346 298 291 288 285 276 274 274
Romania 328 293 282 290 288 286 304 310 315 306 3.7 320 315 314 314
Russian Federation 319 329 334 355 357 352 354 342 345 356 359 363 363 367 371
Saudi Arabia 244 208 232 285 295 284 295 307 303 285 297 294 284 274 265
South Africa 258 262 258 264 267 250 271 277 270 271 271 271 272 212 272
Sri Lanka 126 132 128 126 119 8.8 8.3 8.3 . .. . . .. . .
Thailand 223 219 211 215 210 204 200 201 200 201 203 203 204 206 207
Tiirkiye 319 325 312 308 301 294 278 266 284 299 297 295 295 295 295
Ukraine 419 383 393 398 394 397 365 503 552 436 415 407 412 410 407
United Arab Emirates 207 297 280 305 310 287 304 328 322 312 307 304 299 296 293
Uruguay? 265 270 272 285 279 281 2716 2716 277 278 278 278 278 278 27.8
Venezuela 149 112 8.5 69 101 45 7.2 83 110 . . .. . . .
Vietnam 192 191 196 195 194 184 187 190 182 185 186 188 190 191 192

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

Note: For country-specific details, see “Data and Conventions” in text and Table C. G20 = Group of Twenty; MENA = Middle East and North Africa.

1The data for Ecuador reflect revenue of the nonfinancial public sector.

2Data are for the nonfinancial public sector, which includes central government, local government, social security funds, nonfinancial public corporations, and Banco de Seguros del
Estado. The coverage of fiscal data was changed from the consolidated public sector to the nonfinancial public sector with the October 2019 submission. With this narrower coverage,
the central bank balances are not included in the fiscal data. Historical data were also revised accordingly. Starting in 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. These funds are recorded as revenues, consistent with the IMF's
methodology. Therefore, data for 2018-22 are affected by these transfers, which amounted to 1.2 percent of GDP in 2018, 1.0 percent of GDP in 2019, 0.6 percent of GDP in 2020,
0.3 percent of GDP in 2021, 0.1 percent of GDP in 2022, and 0 thereafter. See IMF Country Report No. 19/64 for further details. The disclaimer about the public pension system
applies only to the revenues and net lending/borrowing series.
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Table A14. Emerging Market and Middle-Income Economies: General Government Expenditure, 2015-29

(Percent of GDP)
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Average 318 317 314 315 320 344 317 318 326 325 322 322 321 320 319
Asia 293 297 297 304 310 330 309 312 313 310 312 314 314 315 315
Europe 359 363 353 346 355 398 361 362 389 390 383 381 377 377 377
Latin America 364 361 359 353 345 369 336 347 353 353 339 336 334 332 331
MENA 340 326 303 307 318 349 300 276 297 303 300 297 292 286 282
G20 Emerging 326 328 325 326 330 351 321 327 334 332 330 331 330 330 330
Algeria 409 372 362 362 371 375 325 320 341 363 347 332 324 321 319
Angola 271 220 241 206 204 233 195 225 201 181 170 168 159 164 157
Argentina a4 M5 41 389 381 425 378 378 364 345 342 351 336 334 332
Belarus 418 407 390 378 374 380 371 366 361 368 370 372 371 371 372
Brazil 491 486 483 475 468 499 429 456 479 472 467 465 463 461 460
Bulgaria 373 327 320 343 359 378 386 377 377 390 392 390 383 383 382
Chile 250 254 255 256 265 291 336 266 269 277 271 262 261 260 260
China 316 323 326 333 342 354 327 335 339 336 340 343 345 347 348
Colombia 313 300 293 347 329 335 343 339 350 339 329 323 323 320 317
Dominican Republic 167 170 171 164 179 221 185 185 193 189 180 178 177 175 173
Ecuador’ 441 442 405 410 398 402 374 387 397 . . . . . .
Egypt 313 310 306 286 269 257 255 247 227 285 277 266 256 246 232
Hungary 504 468 467 461 461 514 484 488 474 475 464 456 449 453 452
India 271 272 262 263 268 310 290 290 288 280 278 275 273 272 270
Indonesia 176 169 164 166 164 184 181 174 166 174 180 179 179 179 179
Iran 163 170 171 153 141 130 142 138 135 142 145 147 149 152 154
Kazakhstan 229 215 241 188 202 245 221 217 234 223 219 217 216 218 217
Kuwait 552 540 515 508 506 646 503 396 508 504 488 486 485 486 487
Lebanon 267 283 306 323 312 196 9.1 12.7 . .. . . .. . .
Malaysia 247 229 220 228 236 250 244 247 233 211 205 202 201 201 199
Mexico 266 265 250 250 252 278 268 286 287 303 271 265 264 262 262
Morocco 284 286 278 277 274 341 313 341 330 325 312 301 297 295 293
Oman 445 446 394 383 388 445 361 296 262 273 267 255 248 240 239
Pakistan 178 177 191 191 191 203 185 200 192 199 196 181 175 170 169
Peru 222 209 210 212 212 268 235 234 224 25 219 212 205 205 205
Philippines 178 190 195 209 217 259 272 259 252 248 248 246 245 243 244
Poland M7 M3 M4 M4 419 482 441 439 476 486 490 497 486 479 480
Qatar 386 401 347 289 325 347 294 243 244 240 241 238 233 233 236
Romania 342 318 310 317 333 382 371 368 371 369 381 384 376 373 372
Russian Federation 353 366 348 326 338 392 347 355 368 375 371 368 365 369 369
Saudi Arabia 399 345 321 340 337 391 317 283 323 313 313 315 309 299 290
South Africa 302 299 299 302 314 346 326 320 329 332 335 328 326 328 330
Sri Lanka 193 182 179 175 195 210 200 185 . . . . .. . .
Thailand 222 213 215 214 206 249 268 245 232 238 236 237 237 238 239
Tiirkiye 329 341 328 340 349 341 308 277 339 354 334 327 328 329 328
Ukraine 430 408 416 419 45 456 405 660 749 573 489 454 447 436 430
United Arab Emirates 272 328 281 267 284 311 264 29 259 266 267 266 264 263 262
Uruguay? 284 297 297 303 305 327 302 302 308 305 302 300 299 299 2938
Venezuela 229 197 218 372 2041 95 119 143 144 . . .. . . .
Vietnam 242 222 215 205 198 213 201 187 199 208 21.0 213 215 216 217

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text and Table C. G20 = Group of Twenty; MENA = Middle East and North Africa.
1The data for Ecuador reflect expenditure of the nonfinancial public sector.

2Data are for the nonfinancial public sector, which includes central government, local government, social security funds, nonfinancial public corporations, and Banco de Seguros del
Estado. The coverage of fiscal data was changed from the consolidated public sector to the nonfinancial public sector with the October 2019 submission. With this narrower coverage,
the central bank balances are not included in the fiscal data. Historical data were also revised accordingly.
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Table A15. Emerging Market and Middle-Income Economies: General Government Gross Debt, 2015-29

(Percent of GDP)
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Average' 443 498 519 532 557 655 647 648 689 703 725 746 765 784  80.1
Asia 450 517 550 563 595 697 709 742 790 824 854 882 909 934 957
Europe 303 312 293 290 285 370 344 319 339 362 377 391 40.1 4“0 48
Latin America 569 606 629 666 676 766 708 683 741 685 684 682 679 676  67.2
MENA 337 M7 M9 401 434 546 515 435 431 423 414 420 426 434 440
G20 Emerging 438 499 529 545 575 672 667 680 735 753 781 807 832 856  87.8
Algeria 77 181 240 345 409 460 551 481 495 464 497 519 545 570 595
Angola 571 757 693 930 1136 1387 837 648 845 703 618 548 482 440 413
Argentina 526 531 570 852 898 1038 808 847 1545 862 795 695 598 535  47.9
Belarus 530 535 532 475 410 475 412 413 450 486 476 479 471 460 451
Brazil 7.7 774 827 848 871 9.0 889 839 847 867 893 909 924 934 939
Bulgaria 254 270 229 201 183 232 225 215 220 234 249 269 283 296 308
Chile 174 211 237 258 283 324 364 378 394 405 408 413 46 M7 415
China? 415 507 550 567 604 701 718 771 836 886 930 975 101.8 1060 110.1
Colombia 504 498 494 536 524 657 640 601 525 544 556 557 554 552 545
Dominican Republic 447 466 489 505 536 715 632 595 609 595 587  57.1 553 533 513
Ecuador 360 456 470 491 517 631 616 570 547 ... . .. " . ..
Egypt 838 916 978 879 801 862 899 885 959 964 826 77.3 711 65.7  60.8
Hungary 758 749 721 691 653 793 767 739 734 747 734 724 712 697 682
India 69.0 689 697 704 750 884 835 817 827 825 818 809 799 788 775
Indonesia 270 280 294 304 306 397 411 401 399 393 393 393 392 390 387
Iran 370 479 450 429 466 483 424 358 283 255 257 249 248 258 269
Kazakhstan 219 197 199 203 199 264 251 235 230 242 265 292 312 336 359
Kuwait 4.6 99 197 143 107 106 7.6 2.9 32 71 122 174 193 239 250
Lebanon 1408 1464 1500 1551 1723 1506 3499 2832 ... . . . .. . .
Malaysia 570 558 544 556 571 677 692 656 673 664 663 668 677 683 688
Mexico 510 550 525 522 519 585 569 542 531 556 554 554 556 558  56.1
Morocco 584 601 603 605 603 722 695 716 706 704 694 682 675 668  66.1
Oman 139 293 401 447 525 679 613 398 364 354 335 316 300 287 287
Pakistan 579 608 609 648 775 796 735 762 771 718 696 684 668 648  63.1
Peru 240 243 252 260 270 349 361 339 321 330 333 332 326 321 316
Philippines 397 374 381 371 370 516 570 574 566 569 567 557 543 527  51.0
Poland 513 545 508 487 457 572 536 493 508 551 577 595 614 626 639
Qatar 355 467 516 522 621 726 584 425 394 373 361 350 334 328 326
Romania 394 395 371 362 366 494 517 505 507 530 562  59.1 614 635 655
Russian Federation 153 148 143 136 137 192 164 185 197 208 219 228 233 237 240
Saudi Arabia 57 127 165 176 216 310 286 239 262 275 276 284 295 307 315
South Africa 452 471 486 515 561 689 688 711 739 754 779 800 819 838 857
Sri Lanka 763 750 723 836 826 967 1027 1155 ... . . . . . ..
Thailand 426 4.7 418 419 41 494 583 605 624 645 655 658 651 646  64.4
Tiirkiye 272 2717 278 299 324 394 404 308 289 309 310 320 321 330 336
Ukraine 793 795 716 604 506 605 489 784 829 940 967 959 938 912 882
United Arab Emirates 161 193 219 213 268 411 359 311 309 303 303 301 297 293 2838
Uruguay® 578 564 558 579 596 681 641 603 603 619 622 623 623 623 623
Venezuela 129.8 1384 1336 1746 2051 3277 2484 1595 1482 ... . . . . .
Vietnam 461 475 463 435 408 411 390 346 340 335 329 326 324 324 330

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

1The average does not include the debt incurred by the European Union and used to finance the grants portion of the Next Generation EU (NGEU) package. This totaled €58 billion
(0.4 percent of EU GDP) as of December 31, 2021, and €158 billion (1 percent of EU GDP) as of February 16, 2023. Debt incurred by the European Union and used to on-lend to
member states is included within member state debt data and regional aggregates.

2China’s deficit and public debt numbers presented in this table cover a narrower perimeter of the general government than IMF staff’s estimates in China Article IV reports

(see IMF 2024 for a reconciliation of the two estimates).

3Data are for the nonfinancial public sector, which includes central government, local government, social security funds, nonfinancial public corporations, and Banco de Seguros del
Estado. The coverage of fiscal data was changed from the consolidated public sector to the nonfinancial public sector with the October 2019 submission. With this narrower coverage,
the central bank balances are not included in the fiscal data. Historical data were also revised accordingly.
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Table A16. Emerging Market and Middle-Income Economies: General Government Net Debt, 2015-29

(Percent of GDP)
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Average! 28.0 33.6 35.2 36.0 37.7 44.9 44.4 42.0 428 440 44.6 45.4 46.0 46.5 46.7
Asia
Europe 28.1 30.1 28.8 29.0 28.9 35.2 35.9 30.3 305 333 35.0 36.5 379 39.0 39.9
Latin America 34.6 39.9 422 427 439 51.1 48.3 48.3 500 517 52.8 53.6 54.3 54.8 54.8
MENA 10.4 245 26.1 27.0 315 40.6 424 359 369 36.1 34.2 34.5 347 35.2 35.3
G20 Emerging 25.1 30.9 34.2 34.9 36.5 43.2 42.3 401 426 442 45.3 46.3 47.3 48.1 48.4
Algeria —6.8 11.8 19.0 23.1 271 38.7 454 35.6 40.1 43.8 47.2 49.5 51.6 53.6 56.2
Angola
Argentina
Belarus
Brazil 356 46.1 51.4 52.8 54.7 61.4 55.1 56.1 609 614 64.2 66.1 67.9 69.2 69.5
Bulgaria 15.4 11.3 10.3 9.0 8.4 13.3 12.7 11.5 133 151 17.0 19.3 20.9 22,5 24.0
Chile -3.5 0.9 4.4 5.7 8.0 13.3 20.2 19.5 228 239 245 24.2 23.7 23.1 22.4
China?
Colombia 421 38.6 38.6 43.1 431 54.6 54.1 51.4 444 483 49.2 49.6 49.6 49.3 48.8
Dominican Republic 37.2 385 40.3 414 434 575 495 46.6 476  46.6 459 444 428 41.0 39.2
Ecuador
Egypt 75.3 81.6 86.6 80.7 74.6 80.6 85.2 83.9 912 917 77.9 72.6 66.4 61.0 56.1
Hungary 68.3 65.5 63.6 60.1 57.5 66.0 65.6 63.6 59.7  61.0 59.7 58.7 57.5 56.0 54.6
India
Indonesia 22.0 235 25.3 26.7 27.0 36.1 37.8 373 372 368 37.0 372 37.2 372 37.0
Iran 216 36.4 329 315 36.8 40.3 36.1 29.7 2341 209 215 209 21.0 221 233
Kazakhstan -30.8 -238 -158 -158 -139 -8.6 -3.3 -1.2 0.2 15 2.5 3.7 49 6.4 77
Kuwait
Lebanon 1344 1407 1444 1508 1671 1479 3464 2805
Malaysia
Mexico 449 47.2 445 436 433 50.2 49.3 48.1 479 503 50.2 50.2 50.4 50.6 50.8
Morocco 57.8 59.6 59.9 60.2 60.0 71.6 68.9 711 69.8 69.5 68.6 67.4 66.6 66.0 65.3
Oman -37.0 -242 -104 6.4 11.2 27.7 249 10.3 41 1.6 0.3 -1.1 2.2 -3.3 -4.8
Pakistan 53.3 55.1 55.9 59.9 70.2 729 66.0 69.9 721 67.9 66.3 65.4 64.1 62.5 60.9
Peru 53 6.9 8.7 10.1 1.1 21.0 19.8 19.9 214 229 237 237 23.1 224 217
Philippines
Poland 46.4 479 44.4 415 38.5 449 40.7 373 398 446 477 49.8 51.9 53.2 54.6
Qatar
Romania 28.3 26.8 25.9 26.2 28.6 37.8 40.5 39.1 39.7 423 45.8 48.8 51.2 53.5 55.7
Russian Federation
Saudi Arabia -40.8 -228 -10.7 -3.8 1.6 10.2 1.1 8.6 141 15.8 16.6 17.8 19.5 21.2 224
South Africa 41.0 421 43.8 46.6 50.6 62.1 63.0 66.4 695 725 75.5 778 79.8 81.9 83.9
Sri Lanka
Thailand
Tiirkiye 22.8 23.3 221 24.0 25.5 30.2 33.8 234 228 255 25.9 27.0 28.1 29.1 29.7
Ukraine
United Arab Emirates .
Uruguay?® 44.4 443 442 46.6 49.9 57.3 54.1 51.6 524  54.0 54.4 54.6 54.7 54.7 54.7
Venezuela
Vietnam

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text and Table C. G20 = Group of Twenty; MENA = Middle East and North Africa.

1The average does not include the debt incurred by the European Union and used to finance the grants portion of the NextGenerationEU package. This totaled €58 billion (0.4 percent
of EU GDP) as of December 31, 2021, and €158 billion (1 percent of EU GDP) as of February 16, 2023. Debt incurred by the European Union and used to on-lend to member states is
included within member state debt data and regional aggregates.

2China’s deficit and public debt numbers presented in this table cover a narrower perimeter of the general government than IMF staff's estimates in China Article IV reports

(see IMF 2024 for a reconciliation of the two estimates).

3Data are for the nonfinancial public sector, which includes central government, local government, social security funds, nonfinancial public corporations, and Banco de Seguros del
Estado. The coverage of fiscal data was changed from the consolidated public sector to the nonfinancial public sector with the October 2019 submission. With this narrower coverage,
the central bank balances are not included in the fiscal data. Historical data were also revised accordingly.
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Table A17. Low-Income Developing Countries: General Government Overall Balance, 201529
(Percent of GDP)

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Average -36 37 -39 -36 -40 53 -46 -45 -40 36 -34 -33 32 32 -32
0il Producers —4.5 -5.2 -53 41 —4.4 -5.3 -5.1 -48 4.0 —4.1 -3.8 -3.5 -3.4 -3.7 -3.7
Asia -30 -32 -37 -38 -46 -5.1 -43 -41 -47 -46 -45 46 -45 -45 44
Latin America -12 -06 -07 -1.0 -06 -33 -25 03 -02 14 -07 -06 -05 -05 -05
Sub-Saharan Africa -40 -45 -45 -39 -40 -58 -53 -52 -40 -36 -3.1 -30 -29 -28 -27
Others -3.1 22 22 -19 -30 35 -21 27 =36 =31 -25 25 =22 22 22

Afghanistan -1.4 0.1 -0.7 1.6 -1.1 -22 05 -1.0

Bangladesh -33 32 42 -41 -54 -48 -36 -41 -46 -46 -46 -50 -50 -50 -5.0

Benin -56 43 -42 -30 -05 -47 -57 56 -45 37 -29 -29 -29 -29 -29

Burkina Faso -2.1 =3.1 69 44 -34 52 -75 -107 -68 57 47 -38 -30 -30 -30

Cambodia -05 -02 -06 0.5 22 25 52 02 -22 17 17 -7 -15 -16 -16

Cameroon -42 59 47 24 -32 32 30 -11 -07 04 -04 -08 09 -09 -13

Chad -33 -5 =02 14 -0.1 12 14 42 -13 10 -07 -09 -13 -6 -20

Congo, Democratic Republic of the 07 -05 07 -0.38 -24 32 -18 05 22 -16 -12 -09 -08 -07 -09

Congo, Republic of -178 -145 -56 5.2 43 -1 1.6 8.9 3.6 49 3.6 3.0 3.8 4.4 5.4

Cote d’Ivoire -2.0 -3.0 -33 29 2.2 5.4 —4.8 —-6.6 5.2 4.0 -3.0 -3.0 -3.0 -3.0 25

Ethiopia -1.9 -2.3 -32 30 -2.5 -2.8 -2.8 -42 25 -2.0 2.5 -3.0 -3.0 -3.0 2.7

Ghana —4.0 —6.7 -40 6.8 -75 -174 -120 -11.8 46 -5.0 —4.3 -3.6 -3.1 -3.0 -3.4

Guinea -66 -0.1 -21 -1 -03 =31 -7 -08 -16 -30 -26 -26 -25 -23 -23

Haiti -1.5 0.1 -03 11 -20 =21 -23 -18 0.8 67 -09 -10 -14 17 -18

Honduras -08 -04 -04 0.2 0.1 -45 =31 16 -12 17 -6 -4 -1 -12 -1

Kenya -67 -75 -74 -69 -74 8.1 -72 -61 -3 -40 -32 =30 -31 -32 =35

Kyrgyz Republic -25 -58 =37 -06 -0.1 =-3.1 -07 -03 20 -14 =20 -21 -24 =29 =30

Lao PD.R. -56 -5.1 -55 45 -32 -56 -07 01 -04 -14 -12 -15 -26 -26 -26

Madagascar 29 11 -21 -13 -14 -40 -28 -55 -49 -38 -46 -41 -36 -37 -35

Malawi 4.2 -4.9 -52 43 45 8.2 -8.6 94 76 —6.6 7.5 -5.2 4.3 2.5 -1.9

Mali -1.8 -39 29 47 -1.7 5.4 4.8 -49 48 —4.2 -3.6 -3.0 -3.0 -3.0 -3.0

Moldova 1.9 =115 -07 09 =115 =53 -2.6 -32 5.0 47 -3.8 -3.4 -3.1 2.5 2.2

Mozambique —6.6 5.1 20 55 1.7 —4.6 -39 52 27 -3.3 -1.2 0.1 15 3.2 39

Myanmar -28 -39 -29 -34 -39 59 -70 -60 -6.1 -58 59 -56 -52 51 -4.7

Nepal 0.6 12 =27 -58 -50 -54 -40 -32 -58 49 43 37 32 27 -23

Nicaragua -15 -18 -16 -3.0 -03 -26 -14 0.3 0.7 0.8 1.3 1.5 1.5 1.8 1.8

Niger -67 -45 -41 =30 -36 -48 -59 68 -55 4.1 -30 =30 -30 =30 =30

Nigeria -38 -46 -54 -43 -47 -56 55 54 -42 46 42 -36 -39 43 -42

Papua New Guinea -45 47 25 -26 -44 -89 -68 53 -44 40 -26 -14 0.1 0.2 0.4

Rwanda -27 23 -25 -26 -5.1 -95 -70 -57 -55 -70 -34 26 -27 -19 -24

Senegal -37 33 -30 -37 -39 64 -63 -66 -49 -39 -31 -30 -30 -30 -341

Sudan -39 -39 -61 -79 -108 59 -03 -21 -33 -25 -19 -13 -12 -2 -1

Tajikistan -20 -29 -56 -27 -20 43 -07 -02 -0 -25 -25 -25 -25 25 -25

Tanzania -32 -21 -12 20 2.1 -26 -35 -39 35 -27 26 27 -27 27 27

Uganda -2.6 -2.6 -38 =30 -4.8 7.8 -7.5 -6.3 5.0 —4.1 -3.6 =37 -3.3 -2.6 -25

Uzbekistan -0.3 0.7 1.2 1.8 -0.3 =51 —4.6 -43 49 -3.7 -2.6 2.7 -2.6 -2.6 -2.6

Yemen -8.7 -85 -49 78 -5.9 —4.5 0.9 2.7 45 -3.8 =37 4.7 2.0 -1.9 -1.7

Zambia -8.9 5.7 -75 83 94 138 8.1 -7.8 6.8 —6.1 5.4 —6.6 4.7 -3.8 -34

Zimbabwe -18 66 -103 -54 -0.9 08 -22 60 -8 99 -98 -97 -98 -98 97

Source: IMF staff estimates and projections. Projections are based on staff assessments 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, 2015-29

(Percent of GDP)
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Average —23 23 -25 -2.0 —23 35 -27 24 18 —1:5 —1:1 =11 -1.0 1.0 -1.0
0il Producers -30 37 -40 -25 -28 -32 -28 -21 -09 -1.0 -04 0.0 00 -03 -0.1
Asia -16 -18 -24 -23 31 -34 -25 -22 -27 -27 23 24 22 23 -22
Latin America -07 -01 -02 04 02 -25 -16 1.2 1.2 24 0.2 0.3 0.3 0.3 0.3
Sub-Saharan Africa -27 29 -28 20 -20 -37 -29 -26 -14 -10 -05 -04 -04 04 -03
Others -8 -13 -20 -17 -28 -31 -18 -24 30 -25 -18 -18 -15 -14 -14
Afghanistan -1.3 02 -06 17 -0 -22 -05 -10
Bangladesh -16 -16 -26 -25 37 -30 -16 -21 26 -28 -23 -25 -25 -26 -26
Benin -50 -34 -28 -14 i1 -27 35 -39 -28 -21 -13 -14 14 14 -5
Burkina Faso -5 -22 -61 -33 -22 -38 57 -88 -45 -30 -18 -08 -04 -05 -05
Cambodia -0.3 00 -03 0.8 24 23 -49 05 20 -15 -15 -5 -3 -14 -14
Cameroon -39 52 39 -15 22 -23 -20 03 0.4 0.6 0.6 0.2 0.2 02 03
Chad -2.0 0.0 1.0 22 0.6 20 -06 53 01 0.1 0.8 01 -03 -08 11
Congo, Democratic Republic of the 1.0 -0.2 1.0 0.4 2.2 -30 -14 -0.2 -1.9 -1.2 -0.9 -0.5 0.4 0.4 -0.6
Congo, Republic of =172 127 -40 7.0 7.2 0.1 3.7 115 6.6 7.4 6.2 5.6 6.2 6.6 7.4
Cote d’lvoire -09 -7 -20 -16 -07 -36 -28 -44 -26 -17 -06 -07 -08 -08 -03
Ethiopia -15 -18 -28 -25 20 24 22 35 19 14 15 17 17 -6 -2
Ghana 09 -15 12 -14 -20 -112 -48 44 05 0.5 1.5 1.5 1.5 1.5 1.3
Guinea -5.7 09 -12 -03 02 -24 -1 01 09 -20 -4 -5 -14 -5 -14
Haiti -1.4 03 -02 -09 -17 -19 -20 -15 11 68 -08 09 -13 -16 -17
Honduras 0.0 0.2 0.2 0.8 08 -36 -21 26 07 -04 -03 -02 0.1 0.0 0.1
Kenya -42 47 -42 35 38 42 -31 -17 -04 1.0 15 1.4 1.3 1.2 0.9
Kyrgyz Republic -17 49 -29 0.4 08 -21 0.0 0.8 33 -03 -08 -08 -10 -13 -12
Lao PD.R. -48 42 47 33 -19 -1 0.3 1.5 2.1 22 1.7 1.3 0.1 0.1 0.0
Madagascar -22 04 -14 -06 -07 -32 -22 -49 -42 -29 -38 -31 -29 -28 -27
Malawi -19 -18 -24 -16 -15 50 46 46 30 02 01 2.3 2.9 43 44
Mali -12 -33 -20 -39 -07 -42 35 -34 33 -25 -19 -13 -13 -13 -13
Moldova -12  -04 0.5 0.0 -07 -45 -18 22 32 31 2.1 —1ROR = [ ] -0.8
Mozambique -5.4 -2.6 1.0 -1 4.9 -17 12 =22 0.7 0.9 2.0 2.8 3.9 5.0 5.3
Myanmar -16 26 -15 -16 -24 42 50 -33 35 -30 -31 -26 -21 -20 -16
Nepal 0.9 15 -24 54 45 -47 32 -23 45 37 -31 -24 -19 -4 -0
Nicaragua -1 12 07 -19 10 -14 -02 16 2.2 25 26 26 26 26 26
Niger -63 -38 -34 -21 -26 -38 48 55 -41 -26 -18 -18 -18 -17 -17
Nigeria -27 -34 41 -26 30 -35 -31 -26 -1.0 -11 -04 0.2 01 -02 -0.1
Papua New Guinea -28 -28 -04 02 -19 -62 -44 -29 -19 -15 -03 0.9 24 19 2.0
Rwanda -18 -13 -15 -14 -38 -79 -52 -39 -32 -45 -10 -04 05 03 -04
Senegal -21 16 -11 17 -19 -44 -43 -44 23 -12 07 -07 -07 -06 -07
Sudan -32 -35 -56 -77 -106 -59 -02 -19 -33 -19 -14 -08 -07 -08 -07
Tajikistan -15 22 52 -6 12 -34 0.2 05 -03 -18 -7 -19 -8 -19 -17
Tanzania -1.7 06 04 -02 03 -09 -18 20 -14 07 -06 05 -05 05 -05
Uganda -12 06 -18 12 -27 55 -46 -32 -18 09 -04 05 -03 02 -01
Uzbekistan -0.4 0.6 0.9 1.4 -05 -33 -48 -44 46 33 -20 -20 -19 -19 -19
Yemen —2.6 -32 47 78 5.7 —2.6 02 17 -35 2.7 —2.6 -3.8 -1.2 -1.1 -1.0
Zambia 6.0 -22 =35 -3.5 -2.5 -78 -21 -1.6 0.2 0.8 1.6 0.8 1.6 2.0 1.8
Zimbabwe -09 60 -94 44 05 09 -17 57 77 95 95 96 -96 96 -96
Source: IMF staff estimates and projections. Projections are based on staff assessments 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.
International Monetary Fund | April 2024 87



FISCAL MONITOR: FISCAL POLICY IN THE GREAT ELECTION YEAR

Table A19. Low-Income Developing Countries: General Government Revenue, 2015-29

(Percent of GDP)
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Average 134 129 132 139 136 129 135 143 144 153 156 159 160 160 16.0
0il Producers 8.1 60 7.1 9.1 85 73 78 100 106 133 136 141 144 139 142
Asia 129 123 118 126 118 117 121 118 113 117 121 126 127 128 128
Latin America 206 218 214 209 211 198 201 208 200 220 206 211 214 217 219
Sub-Saharan Africa 123 117 127 132 131 123 130 138 143 154 156 159 159 159 159
Others 180 171 170 203 200 188 198 236 230 233 241 246 253 254 256
Afghanistan 246 282 271 306 269 257 174 151
Bangladesh 82 84 81 89 81 85 94 89 83 88 93 99 100 102 102
Benin 126 111 136 136 141 144 141 143 149 152 157 160 165 169 173
Burkina Faso 183 186 193 198 200 194 204 217 222 218 227 233 238 240 242
Cambodia 147 157 163 176 198 178 158 170 155 147 148 149 149 149 149
Cameroon 158 143 145 155 154 134 140 159 160 160 155 156 157 158 156
Chad 105 95 111 110 104 155 124 180 191 159 159 152 150 145 141
Congo, Democratic Republic of the 159 135 111 109 110 94 120 169 151 146 144 146 147 149 148
Congo, Republic of 235 243 210 230 245 200 226 318 265 265 258 252 250 246 245
Coéte d’lvoire 145 146 148 147 150 150 157 150 160 165 170 175 180 182 185
Ethiopia 154 156 147 131 128 117 110 85 82 83 83 84 84 85 85
Ghana 146 131 136 141 150 141 152 158 157 167 173 182 181 180 180
Guinea 152 160 153 149 147 140 135 137 139 134 132 136 138 139 141
Haiti 113 107 99 1041 76 79 70 66 67 130 70 76 81 86 89
Honduras 252 270 265 264 258 234 253 255 247 253 256 257 257 257 257
Kenya 171 179 178 175 170 167 168 173 180 192 194 195 195 195 195
Kyrgyz Republic 356 331 333 325 308 290 314 365 407 375 362 356 352 347 344
Lao PD.R. 202 160 163 162 154 130 150 148 157 157 158 159 160 161 16.1
Madagascar 102 124 128 130 139 124 109 108 132 133 124 129 132 132 133
Malawi 154 148 158 150 148 145 150 173 180 177 183 180 186 19.0 187
Mali 191 183 201 156 215 205 215 203 215 216 219 226 234 239 241
Moldova 300 286 303 307 305 314 320 332 327 320 326 335 335 336 338
Mozambique 256 237 270 255 297 277 269 284 280 267 271 274 265 261 258
Myanmar 214 196 179 176 163 168 164 166 173 176 179 182 184 187 189
Nepal 182 201 209 222 224 222 233 231 193 196 207 214 221 227 23.1
Nicaragua 238 249 256 246 274 267 291 293 272 269 270 271 270 270 269
Niger! 175 149 154 182 180 175 184 148 105 155 169 172 178 177 17.8
Nigeria 73 51 66 85 78 65 7.1 90 96 124 128 133 132 127 130
Papua New Guinea 183 161 159 177 163 147 151 167 183 182 185 189 193 195 199
Rwanda 239 229 226 238 231 239 246 239 226 220 240 238 238 243 227
Senegal 193 207 195 189 203 202 195 199 212 220 225 231 233 234 239
Sudan 85 6.1 67 89 78 48 95 156 53 67 100 105 110 110 11.0
Tajikistan 299 297 281 282 268 248 270 277 277 271 286 291 292 282 277
Tanzania 140 148 154 153 152 149 149 152 156 164 166 167 167 167 167
Uganda 123 125 125 132 135 137 140 138 141 154 162 173 178 181 184
Uzbekistan 243 240 235 265 268 255 259 305 288 288 290 292 293 293 294
Yemen 107 76 35 64 73 62 73 95 69 69 72 116 173 174 179
Zambia 188 182 175 194 204 203 224 204 209 212 219 219 220 226 226
Zimbabwe 187 170 176 148 108 133 153 166 165 165 165 165 164 164 164

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

1These estimates and projections include grants.
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Table A20. Low-Income Developing Countries: General Government Expenditure, 2015-29

(Percent of GDP)
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Average 171 16.6 17.1 17.5 17.5 18.2 18.2 18.8 18.4 18.9 18.9 19.3 19.3 19.2 19.2
0il Producers 12.6 11.3 12.4 13.2 12.9 12.5 12.9 14.8 14.6 17.4 17.4 17.6 17.8 17.7 17.8
Asia 159 155 155 163 164 168 163 158 160 163 166 172 172 173 172
Latin America 218 224 222 219 217 231 226 204 202 206 213 216 219 222 224
Sub-Saharan Africa 163 162 172 171 170 181 183 190 183 190 187 189 188 187 186
Others 211 193 192 222 229 222 219 263 266 264 266 272 275 276 277
Afghanistan 259 280 277 289 280 279 179 16.1
Bangladesh 115 116 122 130 136 133 13.0 130 129 134 139 149 150 151 152
Benin 182 154 178 166 146 191 199 199 193 189 186 189 194 198 202
Burkina Faso 204 216 263 242 234 245 279 324 290 274 274 271 268 270 272
Cambodia 151 159 169 171 176 203 21.0 168 178 165 165 165 164 165 165
Cameroon 201 202 192 180 187 166 169 171 166 163 160 164 166 166 169
Chad 138 109 112 96 105 143 138 139 204 170 166 161 162 161  16.1
Congo, Democratic Republic of the 15.2 13.9 10.4 11.7 13.3 12.6 13.8 17.5 17.4 16.2 15.5 15.5 15.5 15.7 15.7
Congo, Republic of 413 38.8 26.6 17.8 20.2 21.1 20.9 22.8 23.0 21.6 22.2 22.2 21.3 20.2 191
Cote d’Ivoire 16.5 17.6 18.1 17.6 17.2 20.4 20.5 21.6 21.2 20.4 19.9 20.5 21.0 21.2 21.0
Ethiopia 17.3 17.9 18.0 16.1 15.4 14.5 13.8 12.7 10.8 10.3 10.8 11.4 11.4 11.5 11.2
Ghana 18.6 19.9 17.6 20.9 22.5 31.5 27.2 27.7 20.4 21.7 21.6 21.8 21.2 2141 21.4
Guinea 217 161 173 160 150 171 152 145 155 164 158 162 164 163 164
Haii 127 105 102 113 96 100 9.3 8.3 5.8 6.3 7.9 8.6 95 103 107
Honduras 260 274 269 262 257 278 284 238 260 270 272 271 268 268 269
Kenya 238 254 252 245 244 248 240 234 233 232 226 226 227 228 23.0
Kyrgyz Republic 381 389 370 331 308 321 321 368 387 389 381 378 376 376 374
Lao PD.R. 258 211 218 207 186 185 157 147 161 171 170 174 186 187 187
Madagascar 130 135 149 144 154 164 137 163 181 171 171 170 168 169 16.8
Malawi 19.5 19.7 21.0 19.4 19.3 22.7 23.6 26.7 25.5 24.3 25.9 23.3 22.9 21.5 20.6
Mali 20.9 22.3 22.9 20.3 23.1 259 26.3 25.2 26.3 25.8 25.5 25.6 26.4 26.9 271
Moldova 319 301 31.0 315 320 367 346 364 378 368 364 369 366 361 360
Mozambique 32.2 28.7 29.0 31.0 28.0 32.2 30.8 33.6 30.6 30.0 28.3 27.3 25.1 229 21.9
Myanmar 242 234 208 210 203 226 233 226 234 234 237 237 236 238 237
Nepal 177 190 236 280 273 276 272 263 251 244 250 251 253 254 255
Nicaragua 253 268 273 276 276 293 304 289 265 261 257 256 254 252 251
Niger 242 194 195 212 216 224 243 216 160 195 199 202 208 206 208
Nigeria 11.0 98 120 128 125 121 126 144 138 170 170 169 170 169 172
Papua New Guinea 228 209 184 203 207 235 220 219 227 222 211 202 193 192 195
Rwanda 266 251 251 264 282 335 316 297 281 289 274 265 266 261 252
Senegal 229 240 225 226 242 266 258 266 261 260 256 261 264 264 270
Sudan 124 100 128 168 187 107 97 177 8.6 92 119 118 122 122 121
Tajikistan 319 327 338 309 288 292 276 280 288 296 311 316 317 307 302
Tanzania 172 169 166 173 173 174 184 191 191 192 193 193 194 194 194
Uganda 149 152 163 162 183 214 215 201 191 195 198 210 212 207 209
Uzbekistan 246 233 223 246 271 287 305 348 338 325 317 318 320 319 319
Yemen 19.4 16.1 8.4 14.3 13.2 10.6 8.2 12.2 1.4 10.6 10.9 16.3 19.3 19.3 19.6
Zambia 27.6 23.9 25.0 27.7 29.8 34.0 30.5 28.2 27.7 27.4 27.3 28.5 26.6 26.4 26.0
Zimbabwe 20.5 23.7 27.9 20.2 1.7 12.5 17.5 22.6 24.3 26.4 26.2 26.2 26.2 26.2 26.1
Source: IMF staff estimates and projections. Projections are based on staff assessments 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, 2015-29

(Percent of GDP)
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Average 339 372 401 411 429 494 492 505 532 518 500 490 473 463 452
0il Producers 245 288 301 319 334 384 389 417 490 499 495 486 476 472 462
Asia 303 303 309 323 340 376 411 426 436 446 447 449 448 448 449
Latin America 314 328 339 356 379 426 423 420 383 344 342 341 340 339 322
Sub-Saharan Africa 328 370 398 416 430 495 506 527 549 531 508 491 47.3 457 440
Others 453 515 658 673 702 894 691 634 800 740 681 667 606 591 57.8
Afghanistan 9.2 84 80 74 63 78 115 109
Bangladesh 282 277 283 296 320 345 356 379 398 414 418 424 426 430 435
Benin 309 359 396 411 412 461 503 542 542 534 524 514 505 497 489
Burkina Faso 313 329 339 381 419 438 556 584 619 633 634 630 619 607 594
Cambodia 233 218 226 211 208 255 263 257 259 264 262 255 251 250 251
Cameroon 316 321 365 383 416 449 468 453 419 392 365 346 329 316 307
Chad 321 381 368 333 380 412 421 359 351 323 314 305 301 301 301
Congo, Demacratic Republic of the 160 188 185 148 148 162 157 143 143 111 89 73 59 47 37
Congo, Republic of 742 846 885 712 776 1025 978 925 1008 946 894 836 769 691 595
Cote d’lvoire 292 311 326 353 372 463 502 553 571 577 569 562 555 550 538
Ethiopia 507 518 553 584 547 537 538 471 380 305 286 284 276 27.2 264
Ghana' 539 559 570 620 583 723 792 933 8.1 836 809 779 749 720 697
Guinea 444 430 419 393 386 478 427 402 403 351 326 308 292 279 273
Haiti 239 244 225 241 265 223 289 289 259 149 144 142 145 150 155
Honduras 383 394 M3 424 429 524 502 492 445 446 445 440 436 431 396
Kenya 458 504 539 564 591 680 682 684 733 730 703 675 654 634 617
Kyrgyz Republic 671 591 588 548 488 636 562 492 495 472 456 447 445 450 455
Lao PD.R. 531 545 572 606 691 787 959 1345 1228 1155 1049 972 948 914  88.1
Madagascar 441 403 401 429 M3 519 518 534 566 561 556 559 561 563  56.0
Malawi 355 371 403 439 453 548 615 758 813 749 746 732 715 677 637
Mali 307 360 360 375 407 469 503 529 530 551 557 555 554 554 555
Moldova 424 392 349 318 288 366 336 349 347 373 352 329 319 314 298
Mozambique 860 1248 1038 1055 983 1200 1043 993 919 969 947 914 768 61.6 424
Myanmar 364 383 401 404 388 406 613 624 593 585 598 607 61.0 613 61.2
Nepal 257 250 250 311 340 433 433 431 403 430 442 449 452 449 443
Nicaragua 289 309 338 374 411 473 462 441 413 392 380 370 361 350 342
Niger 299 328 365 370 398 450 513 507 518 489 474 465 462 460 458
Nigeria2 203 234 243 277 292 345 357 394 463 466 468 466 465 470 468
Papua New Guinea 299 337 325 367 406 487 526 483 519 520 515 496 461 434 406
Rwanda 324 365 413 450 499 656 667 611 621 699 717 716 699 655 618
Senegal® 445 475 611 615 636 692 733 760 796 725 676 675 674 660 66.0
Sudan 932 1099 1495 1867 2002 2752 187.8 1858 3165 280.3 2629 280.3 258.7 270.4 284.7
Tajikistan 350 422 463 466 435 518 421 321 309 308 302 294 288 291 296
Tanzania 395 398 407 420 404 413 434 449 463 461 444 430 415 402 397
Uganda 280 31.3 336 349 376 463 504 499 499 497 486 468 449 429 403
Uzbekistan 10.0 82 194 194 283 371 353 339 363 360 350 339 328 321 317
Yemen 577 765 838 869 915 87.0 759 658 811 814 756 670 57.0 522 485
Zambia 619 580 634 752 944 1400 111.0 995 1152
Zimbabwe 480 499 719 508 823 845 586 1006 902 985 868 804 739 698 706

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text and Table D.
T Ghana is in the process of restructuring its debt. Government debt projections are based on a pre-debt restructuring scenario.

2Debt includes overdrafts from the Central Bank of Nigeria and liabilities of the Asset Management Corporation of Nigeria.

3From 2017 onward, Senegal data include the whole of the public sector, whereas before 2017, only central government debt stock was taken into account.
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Table A22. Low-Income Developing Countries: General Government Net Debt, 2015-29
(Percent of GDP)

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Average
0il Producers
Asia
Latin America
Sub-Saharan Africa
Others
Afghanistan
Bangladesh
Benin
Burkina Faso
Cambodia
Cameroon 276 305 333 359 395 430 454 437 400 368 336 311 292 275 264
Chad
Congo, Democratic Republic of the
Congo, Republic of
Cote d’Ivoire
Ethiopia
Ghana'
Guinea
Haiti
Honduras
Kenya 397 475 481 508 541 630 642 654 707 707 683 657 637 619 603
Kyrgyz Republic
Lao PD.R.
Madagascar
Malawi
Mali 231 30.0 311 341 36.2 40.0 43.4 48.8 50.1 51.8 52.4 52.3 52.4 52.5 52.7
Moldova
Mozambique
Myanmar
Nepal
Nicaragua
Niger 259 295 323 341 359 410 451 456 486 468 459 453 450 447 444
Nigeria? 159 190 199 235 255 341 353 392 460 462 466 463 463 468 46,6
Papua New Guinea
Rwanda
Senegal
Sudan
Tajikistan
Tanzania
Uganda
Uzbekistan
Yemen 56.9 74.5 81.4 83.2 87.7 83.3 73.6 64.1 79.3 79.8 74.2 66.0 56.1 51.4 47.8
Zambia
Zimbabwe

Source: IMF staff estimates and projections. Projections are based on staff assessments of current policies (see “Fiscal Policy Assumptions” in text).
Note: For country-specific details, see “Data and Conventions” in text and Table D.
T Ghana is in the process of restructuring its debt. Government debt projections are based on a pre-debt restructuring scenario.

2Debt includes overdrafts from the Central Bank of Nigeria and liabilities of the Asset Management Corporation of Nigeria. The overdrafts and government deposits at the Central Bank of
Nigeria almost cancel each other out, and the Asset Management Corporation of Nigeria debt is roughly halved.
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IMF EXECUTIVE BOARD DISCUSSION OF THE OUTLOOK,
APRIL 2024

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 April 3, 2024.

xecutive Directors broadly agreed with staff’s
assessment of the global economic outlook,
risks, and policy priorities. They welcomed
the continued global economic resilience and
containment of financial sector risks throughout the
last two years, despite significant central bank interest
rate hikes aimed at restoring price stability. Directors
broadly concurred that the global economy may be
approaching a soft landing but recognized that future
growth is expected to be low by historical standards,
reflecting still-high borrowing costs, a withdrawal
of fiscal support, weak productivity growth, and
continued geopolitical tensions. Most Directors also
agreed that increasing geoeconomic fragmentation will
weigh on medium-term growth, while a few Directors
highlighted that trade diversification will bring
benefits. Directors regretted that, for many emerging
market and developing economies, the subdued
prospects for global growth imply a slower convergence
toward higher living standards.

Directors broadly considered that risks to the
outlook are now more balanced, while emphasizing
that important downside risks remain. In particular,
they noted that supply disruptions and new price
spikes stemming from geopolitical tensions could raise
interest rate expectations and prompt a resurgence in
volatility and sharp downturns in asset prices. Directors
also emphasized that more persistent-than-expected
inflation could trigger capital flow movements, a sharp
tightening of global financial conditions, exchange
rate volatility, and may put external and financial
sectors under pressure. They recognized the risk that
the cooling effects of past monetary policy tightening
could be yet to come. Directors noted growing stresses
in the commercial real estate sector and residential
housing markets in some countries. At the same time,
they recognized upside risks to the outlook from

several sources, including a faster-than-expected decline

in inflation as well as growth and productivity gains
from enhanced structural reforms.

Directors called on central banks to ensure that
inflation returns to target smoothly, by avoiding
easing policy prematurely. They emphasized that the
pace of monetary policy normalization should remain
data dependent, be tailored to country circumstances,
and clearly communicated. Where inflation and
inflation expectations are approaching target, Directors
agreed that central banks should gradually move to
a more neutral policy stance to avoid inflation target
undershoots.

Noting elevated fiscal deficits and debt levels in
many countries as well as rising debt service costs,
Directors called for a gradual medium-term fiscal
consolidation to ensure debt sustainability and rebuild
room for budgetary maneuver, priority investments,
and targeted social spending to protect the most
vulnerable. The fiscal adjustment would also support
the disinflation process. Directors emphasized that
the pace of consolidation should depend on each
country’s conditions and be embedded in a credible
medium-term fiscal framework. They noted that
historical data indicate that spending pressures could
rise as a result of the record number of elections this
year. In addition, Directors recognized that many
economies face important medium-term spending
pressures stemming from aging population, climate
change, and development needs. Most Directors
agreed that countries should boost long-term growth
by implementing well-designed, cost-effective fiscal
policies that promote innovation and facilitate
technology diffusion. At the same time, Directors
empbhasized that these policies should avoid
protectionist measures.

Directors reiterated that continued accumulation of
public and private debt in many economies constitute
medium-term financial vulnerabilities. They stressed
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that regulatory authorities should use supervisory
tools, including stress tests, to ensure that banks and
nonbank financial institutions are resilient to credit
risk and strains in commercial and residential real
estate. Given potential new risks associated with
rapid growth in private credit, Directors saw merit

in considering a more proactive regulatory and
supervisory approach, including enhancing reporting
requirements. Noting that cyber incidents are a rising
financial stability concern, they recommended better

cyber-related governance arrangements and legislations.

Directors emphasized the need for a full and timely
implementation of Basel III.

Directors agreed that targeted and carefully
sequenced structural reforms are needed to raise

medium-term growth prospects. They recommended
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reforms aimed at reducing the misallocation of capital
and labor, increasing female labor participation,
enhancing education, strengthening governance,
reducing excessive business regulation and restrictions
on trade, and harnessing the potential of artificial
intelligence. Directors also called for reforms to
facilitate the green transition and build climate
resilience, while managing energy security risks. Many
Directors expressed support for regular coverage of
climate issues in the Fund’s flagship reports.

Directors emphasized that reinvigorating multilateral
cooperation is crucial to limit the costs and risks of
climate change, speed the green transition, safeguard
the open and rule-based international trading system,
facilitate debt restructuring processes, and strengthen
the resilience of the international monetary system.
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