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Introduction

Differences in instrument and institutional seaoverage can have a significant
impact on public deficit and debt data. To enhanternational comparability of general
government data the IMF Statistics Department leagldped a matrix with a cascading
approach for instrument coverage (D1-D4) and legetpovernment (GL1-GL5). The IMF is
adopting this approach in the recently revised tjmi@saire to collect data from member
countries for publication in the Government FinaBtatistics Yearbook, which will also allow
countries or regions to disseminate data using ttaional definitions of debt. Further, the
Task Force on Finance Statistics (TFFS), the ralewvaernational body for debt statistics, has
agreed to adopt the same cascading approach fprekentation of government and public
sector debt statistics in the publicly availablelf@Bank/IMF/OECD Public Sector Debt
Statistics database.
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Executive Summary

International guidelines on the compilation of gahgovernment and public sector debt are
well established and summarized in Eh¢ernal Debt Satistics: Guide for Compilers and

Users (EDSG), 2011Public Sector Debt Statistics: Guide for Compilers and Users andthe
Government Finance Satistics Manual 2014. While the concepts are well defined, in practice,
the coverage of debt data remains highly variabless countries, limiting the comparability
of data.

Differences in instrument and institutional seaoverage can have a significant impact on
recorded debt data. To enhance international caabpiy of general government data, the
IMF’s Statistics Department (STA) has developedadrix format with a cascading approach
for instrument coverage and levels of governmehe IMF is adopting this approach in the
recently updated questionnaire to collect data fre@mber countries for publication in the
Government Finance Satistics Yearbook (GFSY), which will also allow countries or regions to
disseminate data using their national definitiohdebt

Further, theTask Force on Finance Statistics (TEE®)e relevant international body for debt
statistics, is adopting the same cascading approathe presentation of government and
public sector debt statistics in the publicly agbleWorld Bank/IMF/OECD Public Sector
Debt Statistics database

Background

1. “Government debt” as a percentage of GDP remairsobthe most important fiscal
indicators, however consistent and cross countmyparable debt data remains work-in-
progress. Estimates of government or public setgbt data are disseminated by countries
themselves, and by international organizationsuslicg Eurostat, IMF, Organisation for
Economic Co-operation and Development, and the thvBank.

! The paper benefited from inputs provided by Ptiipkoe and Sade Clerck (STA).

2 The TFFS is chaired by the IMF and includes regmestives of: Bank for International Settlements,
Commonwealth Secretariat, European Central Baniqdtat, IMF, Organisation for Economic Co-operatom
Development, United Nations Conference on Tradelevklopment, and the World Bank.



2. International guidelines on the compilation of gahgovernment and public sector
debt data are well established and summarizeceibxternal Debt Satistics: Guide for

Compilers and Users (EDSG), 2011 Public Sector Debt Satistics. Guide for Compilers and

Users (PSDSG), andthe Government Finance Satistics Manual 2014 (GESM 2014). However,
while the concepts are well defined, in practibe, toverage of general government debt data
remains highly variable across countries, limitihg comparability of data.

3. In addition, although most advanced economies tejsint for the general government
sector, data analysis reveals that many countrigsreport the debt of the central government
or budgetary central government sub-sector. In scases countries report debt data for the
public sector but some countries cover only gergmaernment and public nonfinancial
corporations.

4. To enhance international comparability of genemalegnment data, STA has
developed a matrix format with a cascading apprdactisseminating/presenting instrument
coverage and levels of government of debt data.

Cascading Approach to Presenting General Government Debt Data

5. As indicated above, internationally agreed guidedion the concepts, definitions and
compilation practices for general government anaipisector debt data are well established
These guidelines clearly define internationallyesgl concepts and definitions fpioss and

net debt of the general government sector, two headigtal indicators. In addition guidance
is provided on the sector classification of theagahgovernment and public sectors, and the
accounting rules to be followed in the compilatadrgeneral government and public sector
debt data.

6. Gross debt consists of all liabilities that are debt instrurteeNet debt is calculated as
gross debt minus financial assets correspondiigld instruments. A debt instrument is
defined as a financial claim that requires paynsrdf interest and/or principal by the debtor
to the creditor at a date, or dates, in the futlibe following instruments are debt instruments:

. Special drawing rights (SDRS);

. Currency and deposits;

. Debt securities;

. Loans;

. Insurance, pension, and standardized guaranteessh@SGS); and

. Other accounts payable.

7. Gross and net debt can be calculated for all leselsstitutional coverage, but are

typically reported for the budgetary central goveemt, consolidated central government,
general government, or the public sector.

8. Analyzing current compilation and reporting praeiceveals that general government
gross debt data, reported to iverld Bank/IMF/OECD Public Sector Debt Statistictabase
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by countries, may be broadly grouped into threennskisses according to the instrument

coverage:

. Countries whose gross debt data cover only loadslaht security data—usually the
developing countries;

. Countries that cover a broader range but not theailnge of instruments set out in the
PSDSG; and

. Countries that cover the full range of instrumesgsout in thé*?SDSG.

9. Several dimensions are essential for understarilenghagnitude of government debt,

but in particular the instrument and institutionalerage’ The coverage of debt data, in terms
of both instrument and institutional coverage,ighly variable across countries. To enhance
the level of transparency and comparability of d&BA has developed a matrix format with a
cascading approach for disseminating/presentirtguim&nt coverage (categories D1 through
D4) and levels of government (sub-sectors GL1 tihoGL3), as indicated in Figures 1 and 2
below.

Figure 1. Levels of Government *

L evels of Government
Budgetary central government
Extra budgetary units

Social security funds

State government

Local government

® What Lies Beneath: Statistical Definitions of Ratidebt, IMF Staff Discussion Note, IMF Staff Dission
Note (SDN/12/09) highlights two additional key dins@ns, valuation of debt instruments and consttidaf
intra-government holdings.

* The concept of different levels of government barextended beyond the general government secicltale
public corporations: GL4 includes general governimepublic nonfinancial corporations, and GL5 irdds GL4
+ public financial corporations.



Figure 2: Aggregations of Debt I nstruments

GFSY
Debt Instrument code
Debt Securities 6303
Loans 6304
SDRs 6301
Currency and Deposits 6302
Other Accounts Payable 6308
IPSGS 6306

Note: SDRs = Special Drawing Rights
IPSGS=Insurance, pensions, and standardized gearachemes.

10.  The IMF is adopting this approach in the recengigated questionnaire to collect data
from member countries for publication in tG€SY, starting with its 2014 editiorin addition,
the updated questionnaire also allows countrigsg@ions to disseminate a debt aggregate
using their national definitions of defdthis aggregate will facilitate comparisons with the
internationally agreed debt data, and be indicaiivibie departure in national definitions from
internationally agreed definitions.

11.  Further, the TFFS is adopting the same cascadipigpaph for the presentation of
government and public sector debt data in the plytdivailableWorld Bank/IMF/OECD
Public Sector Debt Statistics databhase

12.  The cascading approach will help users to bettderstand the debt data and be aware
of the extent to which differences in concepts amm@hods matter. As illustrated in Figure 3,
differences in instrument and institutional sectoverage can have a significant impact on
reported debt data. Figure 3 illustrates five couakamples for Australia, China P.R.,

Hong Kong, Iceland, Sweden, and the United State$shows the significant impact that the
different levels of coverage can have on debt data.
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Figure 3. Government Debt: The Relevance of I nstitutional and Instrument Coverage

Other financial public corporations
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** Insurance, pensions and standardised guarantee schemes

GL1- GL2- GL3- ‘g? GL2- ' GL3- .
Budgetary Consolidated Consolidated % Consolidated  Consolidated
Central Central General ChinaPR-HK Central General
Government Government Government 2012 Government  Government

D1 32.6 31.7 39.0

D2 34.5 33.7 41.0 D2 4.0 4.0

D3 37.5 36.4 46.3 D3 6.7 6.7

D4 37.5 36.4 48.7 D4 41.4 41.4
GL1- GL2- GL3 - GL2- GL3-
Budgetary Consolidated Consolidated Consolidated Consolidated
Central Central General Australia Central General
Government Government Government 2012 Government Government

D1 88.7 88.7 97.0 D1 18.9 26.0

D2 88.7 88.7 97.0 D2 19.4 26.9

D3 93.8 93.8 105.2 D3 24.2 36.1

D4 117.5 117.5 131.9 D4 40.6 62.6




