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Fiscal management and fiscal sustainability AMRO

Fiscal sustainability

\

« Fiscal management refers to the mechanism of
Q how public finance is being managed.
- . » Effective fiscal management system can help

achieve fiscal sustainability through addressing the
spending bias of fiscal policy resulting from

« Key questions:
< - « Are the institutional arrangements robust to
ensure government decision making properly
considers affordability and sustainability of

program as well as overall fiscal
sustainability?

Source: Author’s illustration and World Bank (2005)



|. Motivation: Fiscal management and social protection
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Demographic transition and rising fiscal costs in ASEAN+3 AMRO
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« Amid population aging, significant fiscal resources are needed to develop systems that facilitate income
smoothing over a lifetime, tackle old-age poverty, and provide adequate healthcare and long-term care

services.
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Source: UN via Haver Analytics

Note: Old-age population refers to people aged 65 and above. An economy is classified as an aging society if the
share of the old-age population in the total population is above 7 percent, an aged society if the share is above
14 percent, and a post-aged (or super-aged) society if the share is above 21 percent.

Additional Fiscal Costs from Social
Protection and Health Expenditure
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Source: AMRO staff estimates
Note: Additional fiscal costs in 2050 are computed by subtracting social protection and health expenditures in
percent of GDP in 2019 from those in 2050.



Interaction between social protection and fiscal management AM‘RO
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Framework Fiscal management of social protection process Good governance of social protection

o Fiscal
Legislative sustainability of

and _ .
regulator Medium-term Budget socna_l
. . fiscal deliberation protection

framework
Fiscal rigidity framework process

National Introducing new Annual Predictability

Plan programs /amending ey B COh:r:Snce

new program treatment coordination

Medium/Long-
Institutional term fiscal cost
structure consideration
and policy Adaptability Participation

nd ol Performan;:ef Reviewing
assessment o sufficiency

the program

Source: author’s illustration and UN (2021) Global research on governance and social protection 5


https://www.un.org/development/desa/dspd/wp-content/uploads/sites/22/2021/08/Global-overview_SP-Governance_June-2021.pdf
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Il. Findings

AMRO
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Procedures to introduce/modify social protection program

A
AMRO
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Central Government Local Government

Social Protection Council/Committee
(JP, KR, MY, PH, TH)
New measures / programs
Assessment and
: : > _

Responsible Agencies for social protection

|

Cabinet Approval

Legislative Approval (if an Act is required)

Source: Author's illustration

Note: CN China; ID: Indonesia; JP: Japan; KR; Korea; MY: Malaysia; PH: Philippines; TH: Thailand; SG: Singapore. All refer to the
ASEAN-5, China, Japan and Korea

The role of fiscal authority in the introduction process

Cost sharing between governments
(all except MY, SG, TH)

Eligibility Criteria
(all)

Benefit Amount

Fiscal Authority in ASEAN+3 [l (all)

Financing requirement

(all)

Financing model
— (all)

Medium and long-term financial
commitment
Sustainable financial source

Absent in the discussion




Budget cycle for social protection program AMRO

None of the eight countries has a separate procedure for the annual budgeting of social protection
program and they follow the same process as other budgetary programs.

Budget Cycle of Social Protection Systems in ASEAN+3

No linking of medium-term
social protection needs in
MTFF (all except KR)

Budgeting

[ Macro/Strategic ]

Fiscal management is part of a
budgetary performance

\ Aligning budget allocation
compliance with legal

assessment, but not Program i t d medi
specifically linked to social Performance Strategic documents Budget request re?:rl::: r:aet?oizln |ar1'r11€(e:|llj)m-
protection program (all) Assessment / Audit P
Legal framework
Contingency funds to allow for Budget Monitoring Budget deliberation l\_lo additional requirements
emergency use, but not process in the budget proposal for
specifically linked to social social protection programs,

protection (all) ’ (all except KR)

[ Budget Execution

Source; author’s compilation and illustration
Note: CN China; ID: Indonesia; JP: Japan; KR; Korea; MY: Malaysia; PH: Philippines; TH: Thailand; SG: Singapore. All refer to the ASEAN-5, China, Japan and Korea 8



Medium-to-long term fiscal needs of social protection 2 |
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Indonesia

Malaysia

Philippines

Singapore

Mechanism to assess medium/long-

term social protection needs

Ad-hoc joint ministry (finance, civil
affairs, human resources and social
security, medical security ministry)

Ad-hoc joint ministry (social affairs,
health, education, Bappenas, Women
and child protection)

Social Security Council

(HEREEES)

Social Security Committee

Malaysia Social Protection Council
(MySPC)

Social Development Committee (SDC),
subcommittee on Social Protection

Ad-hoc joint ministry (finance social and
family development)

National Committee of Social Welfare
Promotion

Thailand

Source; author’s compilation and illustration

Medium-term strategic social
protection documents (1)

14t Five Year Plan for National
Economic and Social Development
and the Vision of 2035 (4 F"#1 %l
12035 Firts)

Medium-Term National Development
Plan (RPJMN)

Reform Agenda by the Headquarters
for Social Security System Oriented
to All Generations £t I SR [E
HBEIH

Basic Plan for Social Services (every
fie years)

12t Malaysia Plan

Philippine Development Plan (PDP)
2023-2028, and the Social
Protection Plan 2023-2028

Forward SG

National Strategy (2018-2037) and
13th National Economic and Social
Development Plan

Medium-term fiscal
documents (2)

Medium-term fiscal
framework

Economic and Fiscal
Projections for Medium to
Long Term Analysis

Medium-Term Expenditure
Framework (National Fiscal
Management Plan)

Medium-term fiscal
framework

Medium-term fiscal program
(Forward estimates)

Medium-term expenditure
framework (Occasional
Paper on Medium-Term
Fiscal Projections)

Medium-term fiscal
framework

How is (1) linked to (2)

No formal mechanism

Law 25, 20024, Article 4 mandating the
linkage between national strategy, medium-
term fiscal plan, and annual budgeting.

No formal mechanism.

The development of the national fiscal
management plan is led by KMOEF and
submitted to Natoinal Assembly’s Planning
and Finance Committee as mandated by
Framework Act on Social Security.

No formal mechanism.

Executive order 232 requiring Development
Budget Coordination Committee (DBCC) to
formulate MTFF in line with PDP targets.

No formal mechanism.

Annual budgeting guideline and budgetary
process stipulates the need to formulate
budget based on the medium-term
framework which is based on the national
strategy .

Note: CN China; ID: Indonesia; JP: Japan; KR; Korea; MY: Malaysia; PH: Philippines; TH: Thailand; SG: Singapore. All refer to the ASEAN-5, China, Japan and Korea

Mechanism to long-term sustainability of social
protection

Actuarial assessment for certain social insurance
schemes but no other regular platforms to discuss the
long-term resource needs of social protection

Actuarial assessment for certain social insurance
schemes but no other regular platforms to discuss the
long-term resource needs of social protection

Actuarial assessment for certain some social
insurance schemes but no other regular platforms to
discuss the long-term resource needs of social
protection

The Basic Plan must include medium- and long-term
fiscal projections based on the Natoinal Finance Act. A
long-term fiscal projection for a period exceeding 40
fiscal years every five years must be undertaken by
KMOEF.

Actuarial assessment for certain social insurance
schemes but no other regular platforms to discuss the
long-term resource needs of social protection

Actuarial assessment for certain social insurance
schemes but no other regular platforms to discuss the
long-term resource needs of social protection

Actuarial assessment for certain social insurance
schemes but no other regular platforms to discuss the
long-term resource needs of social protection

Actuarial assessment for certain social insurance
schemes but no other regular platforms to discuss
long-term resource needs of social protection



Thank you

ASEAN+3 Macroeconomic
Research Office (AMRO)

10 Shenton Way, #15-08 MAS
‘! M RO Building, Singapore 079117

ASEAN +3 MACROECONOMIC RESEARCH OFFICE




Appendix

11



Old-age pension institutional arrangement in ASEAN+3 AM’\RO
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Old-age pension schemes anchored in national legislations*
14 member economies

— Types of Schemes

Universal scheme Means-tested scheme. Pension-tested
Tiero  — (BR, JP. MM, TH) (KH, CN, HK, ID, KR, MY, PH, SG) ) Not available
(LA)
Benefits Financing Mix of contributory and tax-financed Tax-financed
(CN, JP) (remaining member economies)
Defined contribution , ._
_ _ _ e Defined contribution
Types of Schemes Defined benefit pension P
provident fund
(CN, JP, KH, KR, PH, TH, VN) (BR, 1D, LA) o o
Tier 1 (HK, MY, SG) implemented
ier (MM)
Benefit Financing JREUG NI EGLITEREVE T A(O Contributions only
(remaining member economies)
Tier 2 Occupational schemes and private pension Not available
and (BR, CN, HK, ID, JP, KR, MY, PH, SG, TH, VN,) (KH, LA, MM)
Tier 3**

AMRO (2024) ASEAN+3 Macroeconomic Regional Outlook
Note: CN China; ID: Indonesia; JP: Japan; KR; Korea; MY: Malaysia; PH: Philippines; TH: Thailand; SG: Singapore. All refer to the ASEAN-5, China, Japan and Korea
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Legal framework of Old-Age Social Protection Program AM%,O

in ASEAN+3

Member economies

Old-age pension Universal Health Coverage Long-term care
gep (UHC) Insurance

Note:

Hong Kong, China v o None ) . . ) )
v: Program is anchored in national legislation.
m: Program is yet to be fully implemented.

. .
o: Backed by a national plan instead of
legislation.

Lao PDR v ) None ) ) )
0: Program is under pilot trial.
*. Existence of a UHC law.

Philippines ‘/ v — Nope. No stgtutgry programme is anchored in
national legislation

Thailand v v None

AMRO (2024) ASEAN+3 Macroeconomic Regional Outlook
Note: CN China; ID: Indonesia; JP: Japan; KR; Korea; MY: Malaysia; PH: Philippines; TH: Thailand; SG: Singapore. All refer to the ASEAN-5, China, Japan and Korea 13
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Types and legal foundation of fiscal rules in ASEAN+3 AMRO

Table D.1. Types and Legal Foundation of Fiscal Rules in Selected ASEAN+3
Types and legal foundation of fiscal rules, 2024
deficit/surplus
Cambodia P
Hong Kong C
Indonesia L L C
Japan L
Korea (L) (L) L
Malaysia L L L
Philippines P P
Singapore C C
Thailand L L
Vietnam P P P P
ASEAN+3 Total 7 6 6 1
C: constitution
L: primary/secondary legislation
P: medium-term (fiscal) plan/ political commitment
(L): to be implemented
AMRO (2024) ASEAN+3 Fiscal Policy Report (AFPR) 14

Note: CN China; ID: Indonesia; JP: Japan; KR; Korea; MY: Malaysia; PH: Philippines; TH: Thailand; SG: Singapore. All refer to the ASEAN-5, China, Japan and Korea
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