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What Is Fiscal Sustainability?

• Ability of the government to manage current debt and to finance future 
expenditure

• Intertemporal budget constraint of the general government is satisfied

• If government’s projected outflows are covered by the discounted value of 
all future government revenue





Risks to Public Finances

Source: International Monetary Fund



Long-term Pressures to Fiscal Sustainability

• High Public Debt
• Pension systems and reform
• Demographics - Healthcare 

projections
• Education

Long-run



Source: International Monetary Fund



How is Debt Sustainability Assessed?

Source: International Monetary Fund



Tools Used to Assess Fiscal/Debt 
Sustainability
Debt Sustainability Analysis (DSA) – IMF&WB

DSA’s Goal: To assess risks

DSA’s Methods: 
Debt (and financing needs) projections(scenarios)
Debt composition
Comparison with indicative thresholds

• For advanced and emerging economies with access to financial markets, the IMF 
uses The Framework for Public Debt Sustainability Analysis for Market-Access 
Countries (MAC DSA).

• For low income countries, the IMF uses the LIC Debt Sustainability Framework 
(DSF) to assess debt sustainability. 



Institutions Monitoring Fiscal 
Sustainability

Countries Comparison



Georgia’s Case

State Audit Office (SAO)

• Prepares statutory report on State Budget Execution report 
prepared by the Ministry of Finance and issues 
recommendation on systemic deficiencies. 

In the budget execution report SAO:

 Assesses compliance with the fiscal targets/rules;

 Monitors reliability of the General Government debt data;

 Reviews the fiscal risk assessment and Debt Sustainability 
reports done by the Ministry of Finance.

• Audits performance of general government debt management 
practice.

Parliamentary Budget Office (PBO)

• Publishes an opinion on the draft state budget, which 
includes:

 an overview of the government’s forecasts and other 
indicators included in the state budget;

 an annual fiscal policy review.

Currently, PBO does not have clear mandate of fiscal council, 
however, since 2021 It will be transformed into the Independent 
Fiscal Institution. It aims to: 

 publish a full assessment of each element of the fiscal 
framework

 report on the government’s compliance with the rules.



Finland’s Case
National Audit Office of Finland (NAOF)

Fiscal Policy Audit

NAOF audits:

- The reliability of the information used in fiscal policy decision-

making;

- The functioning and effectiveness of the fiscal policy steering 

instruments;

- The reliability and effectiveness of the information used as a 

basis for the tax policy.

The purpose of fiscal policy audit is:

- To determine whether a true and fair view has been given of 

the central government finances;

- To determine the sustainability of general government 

finances. 

NAOF also audits

NAOF conducts 1-2 fiscal policy audits each year.

Fiscal Policy Evaluation

NAOF evaluates and assesses:

- The drafting and implementation of the General 

Government Fiscal Plan;

- Compliance with the Stability and Growth Pact and 

the applicability of EU rules to Finland;

- Adherence to the medium-term budgetary 

objective (MTO) and its correction mechanism;

- Credibility of the macroeconomic forecasts used as 

a basis for fiscal policy and the reliability of the 

macroeconomic and fiscal forecasts.

NAOF reports on the findings of the fiscal policy 

evaluation twice a year



Finland’s Case

Example of Fiscal Policy Audit reports:

• Contingent liabilities of general 

government;

• Reliability of macroeconomic forecasts;

• National Audit Office's Fiscal Policy Audit 

and Monitoring Report on the 2011–2014 

Parliamentary Term;

• Economic effects of changes in taxation -

tax system;

• Auditing the computation of structural 

balance.

Example of Fiscal Policy evaluation reports:

• Fiscal Policy Monitoring and Audit Report on 

the 2015–2018 Parliamentary Term;

• Fiscal policy evaluation report spring 2018;

• Reliability of macroeconomic forecasts by the 

Ministry of Finance for the years 1976-2016 -

Fiscal policy evaluation;

• Fiscal policy evaluation assessment on the 

management of general government finances.



UK’s Case

The Office for Budget Responsibility(OBR)

• Examines and reports on the sustainability of the public 
finances;

• Conducts longer-term projections/sustainability analysis;

• Prepares five-year fiscal and economic forecasts;

• Assesses progress against fiscal targets; 

• Scrutinise government costings of welfare and tax policies;

• Prepares regular Fiscal Risks report.

National Audit Office (NAO)

• Audits the Whole of Government Accounts (WGA), which 
involves:

 Examination of provisions, contingent liabilities and 
guarantees;

 the risks posed to the UK’s public finances

• Conducts value for money audits on Debt Management issues 
–

For example, PA audit on Managing Debt Owed by Central 
Government 

• Moreover, NAO has a duty to examine and report on 
conventions and assumptions underlying the fiscal projections 
that are submitted by the Treasury for examination

For example, Examination of the forecasts prepared by the Office 
for Budget Responsibility for 29 November 2010



The OBR - Five key publications

• Fiscal Sustainability Report (once every two years): 

• long-run assessment of fiscal sustainability

• 50 year projections and public sector balance sheet analysis

• Economic and Fiscal Outlook (twice-yearly): 

• five-year economic and fiscal forecasts and assessment of fiscal targets

• published alongside Budget/Autumn statement 

• Fiscal risks report (from 2017)

• Discussion paper on coverage published in October 2016

• Forecast Evaluation Report (once-yearly):

• Evaluation of fiscal and economic forecast 

• Welfare Trends Report (once-yearly):

• Detailed examination of trends in welfare spending



Austria’s Case

Fiscal Advisory Council 

• Prepares Annual Public Finance Report on Austria’s 
deficit and debt performance and sustainability of its 
debt management, which covers federal, regional and 
local governments; 

• Prepares Fiscal Rules Compliance Report on compliance 
of federal and local governments with national fiscal 
rules and EU’s fiscal rule framework.

Court of Audit

• President of the ACA confirms that the debts were 
entered into lawfully and recorded in the main ledger 
of government debt.



Canada’s Case

The Parliamentary Budget Officer

• Assesses the fiscal sustainability of the federal, 
provincial and territorial governments, as well as the 
public pension plans (annually);

• Analysis the state of the nation’s finances, which 
depends on the expenditures, revenues, assets and 
liabilities of the federal government (Semi-annually);

• Analysis of trends and developments in the Canadian 
economy (semi-annually). 

Office of the Auditor General of Canada
• Audits of Long-term Fiscal Sustainability

• Conducts Performance Audits on debt management 
issues

For example, PA audit on Interest-Bearing Debt



The Most Common Roles of SAIs 

• Auditing the reliability of the data used in fiscal sustainability assessment

• Monitoring transparency of the information base for decision making 

• Showing the limitation  of the indicators and approaches used by the 
government to assess fiscal sustainability




