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What are fiscal frameworks?

'budgetary framework’ means the set of 
arrangements, procedures, rules and 
institutions that underlie the conduct of 
budgetary policies of general government

Fiscal frameworks ≡ Budgetary frameworks



Why do we need fiscal frameworks?

• To foster sound and responsible public
management by establishing incentives and
constraints on policy discretion:

• Contain the deficit bias
• Reduce the pro-cyclicality of budget making

• To contribute to medium-term predictability

• To help preserve long-term sustainability



Legislative Provisions

EU Acquis

Budgetary Frameworks Directive 2011 (2011/85/EU)

European System of Accounts 2010 (Reg No 549/2013)

EDP Statistics (Protocol 12 of TFEU)

Euro Area Acquis

Two-Pack 2013 Regulation EU (473/2013)

Intergovernmental Treaty  

Fiscal Compact 2012, Title III of Treaty of Stability Coordination 
and Governance in the Economic and Monetary Union

(Euro Area + Bulgaria, Denmark and Romania)
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Key components

Statistics and 
accounting

National forecasts

Numerical fiscal rules

Medium-term
budgetary framework

Independent fiscal 
institutions 



Statistics and 
accounting



Statistics and accounting: Rationale

Why do we need good data?

A sound base for => preparation of annual budgets

Reliable (real-time) monitoring of budget execution 

Enhance comparability between member states

Improve transparency and accountability



Statistics and accounting: EU Acquis (1)

Statistics and 
accounting

European System of Accounts 
2010

Excessive Deficit Procedure 
Statistics

Budgetary Frameworks Directive



Statistics and accounting: EU Acquis (2)

 Consistent with global national accounts agreement (SNA 08)

 Defines how economy is divided into institutional sectors

 Defines units, transactions, stocks etc.

 Defines rules for statistical recording (notably accrual 

principle)

EDP Statistics (Protocol 12 of TFEU)

 Defines EDP reference values: 3% for deficit and 60% for 

debt

 Also defines what 'deficit' and 'debt' mean 

European System of Accounts 2010 (Reg No 549/2013)



Statistics and accounting: EU Acquis (3)

Budgetary Frameworks Directive

Requirements on statistics and accounting

 High frequency data 

 Cover contingent liabilities

o Government guarantees; Off-balance PPPs; Non-
performing loans (government assets); Liabilities of public 
corporations classified outside general government

 Extra-budgetary funds

 Information on tax expenditure 



Statistics and accounting: In practice (1)

http://www.nsi.bg/en/content/13360/monthly-fiscal-data

Bulgaria National Statistical Institute data

http://www.nsi.bg/en/content/13360/monthly-fiscal-data


Statistics and accounting: In practice (2)

Source: Eurostat 2018
https://ec.europa.eu/eurostat/documents/2995521/8624398/2-29012018-AP-
EN.pdf/ee504046-6ccc-4b79-8dfb-7a5e1d38328f

https://ec.europa.eu/eurostat/documents/2995521/8624398/2-29012018-AP-EN.pdf/ee504046-6ccc-4b79-8dfb-7a5e1d38328f


Statistics and accounting: In practice (3)
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Main challenges in the transposition: 

Compliance with Directive's statistical requirements



National 
forecasts



National forecasts: Rationale

Macroeconomic and budgetary forecasts are an 
essential component in budget preparation

Potential for budget manipulation (biased
forecasts)



National forecasts: Acquis 

National forecasts

Budgetary 
Frameworks 

Directive

Two-Pack
An independent body shall either produce or 
endorse the macroeconomic forecasts used for 
budgetary planning.

 Fiscal planning based on most realistic 
macro forecast. 

 Mandatory comparison of national 
projections with Commission forecasts + 
explanation of significant differences. 

 Transparency of methodologies.



National forecasts: In practice (1)

Source: Lithuania 2018 Budget (Commission services translation)



National forecasts: In practice (2)

Link: https://ec.europa.eu/info/sites/info/files/economy-
finance/comm_chapeau_211118.pdf

European Commission: 2019 Draft Budgetary Plans 
assessments



National forecasts: In practice (3)

Source: IFAC 2018
https://www.fiscalcouncil.ie/wp-content/uploads/2018/10/Endorsement-Letter-
October-2018.pdf

https://www.fiscalcouncil.ie/wp-content/uploads/2018/10/Endorsement-Letter-October-2018.pdf


Numerical fiscal 
rules



Numerical Fiscal Rules: Rationale 

Definition: Permanent /long-lasting constraint on fiscal policy 
using numerical limits on budgetary aggregates

Objectives Counteracting deficit bias 

Promoting anti-cyclical fiscal policy

Types of rules Debt, balanced budget (nominal or 
structural), expenditure , revenue 
allocation, etc…
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Numerical Fiscal Rules: Types 
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Expenditure rules Budget balance rules Debt rules

• Expenditure = 
aggregate most 
directly under the 
control of 
government

• Particularly 
efficient within a 
medium-term 
perspective

• Easy to monitor/ 
communicate

• Specified in either 
nominal (e.g. 3%) or 
structural terms (e.g. 
surplus target of 1%)

• In response to Fiscal 
Compact, all EA plus BG, 
DK, RO have in place a 
structural budget balance 
rule

• Directly linked 
to the main 
objective of
keeping debt at 
sustainable 
levels

• Set of 
thresholds of 
debt as % of 
GDP triggering
certain 
sanctions
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Numerical Fiscal Rules: Features 

Level of commitment to the rule

Fixed and binding targets

Independent monitoring

Correction mechanism

Some flexibility to shocks outside government's 
control

What makes fiscal rules effective?



Numerical Fiscal Rules: Acquis (1) 

Statistics and 
accounting

Numerical Fiscal Rules

Budgetary Frameworks 
Directive

Two-Pack

Definition: Permanent /long-lasting 
constraint on fiscal policy using numerical 
limits on budgetary aggregates



Numerical Fiscal Rules: Acquis (2)

Budgetary Frameworks Directive

 Promote compliance with EU budgetary obligations

 Include specifications about:- target (i.e. 
budgetary aggregate and limit); scope of the rules 
(i.e. coverage), independent monitoring of rules, 
consequences in the event of non-compliance.

 If there are escape clauses, they should be well-
defined and limited. 

Two pack

 All domestic rules to be monitored by independent 
bodies.



Numerical Fiscal Rules: Fiscal Compact

 General government budget shall be balanced or in surplus 

 [if annual structural balance is at medium-term objective 

or is converging to it].

 Deviations allowed under exceptional circumstances and 

shall be corrected automatically.  

 Enforcement: provisions of "binding force and permanent 

character, preferably constitutional…"

 Compliance with the national rule monitored at the national 

level by independent institutions.



27Source: European Commission Fiscal Governance Database

Fiscal rules across Member States



28Source: European Commission Fiscal Governance Database

Fiscal rules across Member States



29Source: European Commission Fiscal Governance Database

Fiscal rules across Member States



Assessment of rule compliance in Austria

•Source: FiskalRat Austria, AUSTRIA’S COMPLIANCE WITH EU FISCAL RULES IN

•THE YEARS 2016 – 2018

•Link: https://fiskalrat.at/en/publications/fiscal-rules-compliance-report.html



Medium-term 
budgetary 
framework



Definition:
Institutional policy instruments that allow the extension of the
horizon for fiscal policy-making beyond the annual budgetary
calendar.

Benefits:
• Enhance transparency budgetary objectives and inform

economic agents

• Improve quality and stability of decision making

• Enhance fiscal discipline

Medium-term budgetary frameworks



Medium-term budgetary framework: 
Acquis (1) 

Statistics and 
accounting

Medium-term
budgetary framework

Budgetary 
Frameworks Directive

Two-Pack

Definition: Institutional policy instruments 
that allow the extension of the horizon for 
fiscal policy-making beyond the annual 
budgetary calendar.



Medium-term budgetary framework: 
Acquis (2)

Budgetary Frameworks Directive



Medium-term budgetary framework: 
Acquis (3)

 Revenue and expenditure projections in the MTBF should be 
the basis for the annual budget.

 Comprehensive and transparent multiannual budgetary 
objectives (GG deficit, debt), consistent with fiscal rules. 

 Projections of major expenditure and revenue item for the 
budget year and beyond, based on unchanged policies. 

 Description of medium-term policies envisaged with their 

impact, also for long-term sustainability.

Budgetary Frameworks Directive (cnt'd)



Medium-term budgetary framework: 
Acquis (4)

 Common budgetary timeline for national medium-term
fiscal plans and annual budgets.

 Independent macroeconomic forecast.

Two-pack



Medium-term budgetary framework: In 
practice (1)

5 years

4 years

3 years
18 Member States (BE BG CY 

CZ ES FR HR IE IT LT LV MT PL PT 
RO SE SI SK)

9 Member States (AT DE DK 
EE EL FI HU LU NL)

UK

Time horizons



Medium-term budgetary framework: In 
practice (2)

Source: Ireland' stability programme:

https://www.finance.gov.ie/wp-content/uploads/2018/04/spu-final-final.pdf

https://www.finance.gov.ie/wp-content/uploads/2018/04/spu-final-final.pdf
https://www.finance.gov.ie/wp-content/uploads/2018/04/spu-final-final.pdf


Independent 
Fiscal 

Institutions



Independent fiscal institutions: 
Rationale

Why do we need independent fiscal institutions?

IFIs an essential ingredient of comprehensive national 
fiscal governance frameworks 

IFIs enhance transparency of public finances and help 
educate the general public on fiscal policy issues



Independent Fiscal Institutions: 

• Statutory regime grounded in law

• Freedom from interference

• Capacity to communicate publicly

• Nomination procedures based on 
experience and competence

• Adequacy of resources

• Appropriate access to information
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Desired features

I
n

d
e
p

e
n

d
e
n

c
e



Independent Fiscal Institutions

 Macroeconomic and budgetary forecasting 
(production/endorsement) 

 Assessment of compliance with fiscal rules

 (Quantitative) Policy costing

 Promotion of fiscal transparency

 Analysis of long-run sustainability of public 
finances

 Normative recommendations on fiscal policy

Typical tasks



Independent fiscal institutions : Acquis (1) 

Statistics and 
accounting

Independent fiscal 
institutions

Budgetary Frameworks 
Directive

Two-Pack

Non-partisan public bodies aimed at 
promoting sustainable public finances 
through various functions, including 
monitoring compliance with fiscal rules, 
production or endorsement of forecasts...



Independent fiscal institutions: Acquis 
(2)

Budgetary Frameworks Directive

 Independent body (or with functional autonomy) to monitor 
compliance with national fiscal rules.

Two pack

 ‘Independent bodies’ : bodies that are structurally independent 
or bodies endowed with functional autonomy vis-à- vis the 
budgetary authorities of the Member State, and which are 
underpinned by national legal provisions ensuring a high degree of 
functional autonomy and accountability

 Monitor compliance with all national fiscal rules. 

 Produce or endorse macroeconomic forecasts (independent 
forecasters: AT, BE, LU, NL, SI).



Independent fiscal institutions: Acquis 
and other provisions

Two pack (cnt'd)

 Desired features:
o Statutory regime grounded in law;
o Freedom from interference;
o Capacity to communicate publicly;
o Nomination procedures based on experience and competence;
o Adequacy of resources;
o Appropriate access to information.

Fiscal Compact

Independent body to monitor compliance with the structural 
balanced budget rule.



Independent Fiscal Institutions: In 
practice (1)

•Source: Jankovics and Sherwood (2017), 'Independent Fiscal Institutions in the EU Member 
States: The Early Years', European Commission, Discussion Paper 067



Independent Fiscal Institutions: In 
practice (2)

The rise of IFIs in the EU

•Source: European Commission Fiscal Governance Database



Independent Fiscal Institutions: Impact



General 
comments



Directive's transposition and 
implementation in Member States

Note: answers range from 1 (not challenging) to 5 (very challenging). 

1 2 3 4 5

Statistics and
Transparency

Forecasts

Fiscal rules

MTBF

1 2 3 4 5

Statistics and
Transparency

Forecasts

Fiscal rules

MTBF

Transposition challenges Implementation challenges
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Thank you
for your attention!
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Numerical Fiscal Rules: In practice
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Fiscal rules in Slovenia 2017 
(debt to GDP 73.6%) 

Source: European Commission Fiscal 
Governance Database

https://ec.europa.eu/info/publications/fi
scal-rules-database_en

https://ec.europa.eu/info/publications/fiscal-rules-database_en

