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• Budget credibility is defined as the degree to which 

governments implement their budgets. 

• Why does this matter?

– A budget is a promise — if rarely implemented as planned, it 

loses its significance, and the public may lose faith

– Without a credible budget, citizens are limited in ability to 

have robust, evidence-based conversations with government

• Budget credibility is recognized by the SDGs and critical to their 

achievement

• To be sure, deviations from budget can be a good thing, and 

reflect smart public financial management

What is budget credibility?



Example of Credibility Issues:
Execution rate of the development budget in Afghanistan, by sector

Sector 2014 2015 2016 2017 2018

Infrastructure 46% 52% 64% 70% 90%

Security 99% 75% 80% 108% 83%

Governance 25% 50% 42% 162% 83%

Agriculture 95% 57% 87% 63% 87%

Education 43% 41% 40% 35% 72%

Health 93% 72% 68% 94% 91%

Economic Governance 51% 51% 62% 78% 74%

Social Protection 32% 35% 55% 55% 82%

TOTAL DEVELOPMENT BUDGET 45% 54% 54% 67% 82%
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Do you believe there are credibility problems in your country? 

Source: Ministry of Finance, Afghanistan
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• Deepening our knowledge through research:

– Multi-country investigation with civil society partner on how 

governments justify deviations from budget

– Cross-country quantitative analyses using PEFA and World 

Bank BOOST data

– Country case studies

• Coordinating a global Community of Practice that convenes 

diverse stakeholders to promote joint solutions to credibility 

challenges

• Build global norms on justifications

What is IBP doing on credibility?



• At the core of budgets are choices

• These choices deserve justifications: 

– Prospectively (when the budget is formulated): why will money 

be collected and spent this way?

– Retrospectively (after the budget is executed): why did actual 

revenues or expenditures deviate from the budget?

• Good practice in public finances calls on governments to publish 

reasons — IMF, PEFA, OBS

• Many governments around the world already provide some 

explanation in budget documents

• Budget credibility is concerned with retrospective reasoning. 
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How do justifications relate to credibility?
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Assessing reasons: IBP's approach

Retrospective: reasons for past actions Prospective: reasons for proposed actions

1. Identify a causal link between (A) a set of 

facts and (B) deviations from the budget 

1. Identify a causal link between (A) a 

proposed budget policy and (B) an outcome

2. Explain the mechanism by which (A) a set of 

facts has caused (B) deviations and, where 

possible, (C) the factors that caused (A) in the 

first place

2. Explain the mechanism by which (A) policy 

will lead to (B) outcome

3. Provide sufficient detail to explain any 

variation in outcomes

3. Acknowledge and argue against alternatives

4. Show how explanations are consistent with 

past experience or why conditions have 

changed

4. Show how explanations are consistent with 

past experience or why conditions have 

changed

5. Explain the most important deviations 5. Explain the most important proposals

Budget credibility



Multi-country study on justifications for 

budget deviations

• August 2018: issued an open call to CSOs

• CSOs had to identify an area of the budget 

where the budget deviation:

– Exceeded 5%, on average, over at least 3 

years, 

– Was socially relevant

• 72 organizations applied; 24 organizations 

from 23 countries selected

• Partners looked for reasons to explain budget 

deviations in published government reports 

and interviews or information requests
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Countries represented in the study, by region
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Distribution of budget areas selected for 

research by partners
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Health & Nutrition, 6

Capital, 3

Education, 4Road infrastructure, 
2

Contingency fund, 1

Agriculture and 
other social 

development, 2

Public research, 1

Women's 
programs, 2

Child care, 1
Company tax, 1



Majority of cases involve deviations that 

exceed 20% of the budget
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20% or lower 21-40% 41-60% 61-80% 81% or higher

Average annual absolute deviation (% of approved budget)



What published reasons did we find?

8 (33%)

3 (13%)

13 (54%)

No published reason

Reasons not specific to budget area (general)

Reasons specific to budget area

• In cases where reasons 

specific to the budget 

area were identified, 

many of them were 

insufficient to fully 

explain performance 

(generic)

• Reasons from 

interviews or 

information requests 

often lacked detail as 

well
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Examples of specific, published justifications 

for budget deviations
Country Area of low credibility Example of Published Justification

Australia Under-estimation of 

company tax receipts 

Results were consistent with higher-than-expected 

growth in corporate profits and stronger-than-expected 

results from ATO compliance activity. (2018)

Bangladesh Under-execution of 

Ministry of Women and 

Children Affairs budget

Failure to appoint project director and necessary human 

resources on time, and reduction in the grants promised 

by the donor agencies (2017)

Benin Over-execution of 

Ministry of Health budget

Expenditure overruns authorized by the Ministry of 

Economy and Finance to make payments of outstanding 

arrears for operational costs out of wages or electricity 

and water bills (2013-2015)

India (SATHI) Under-execution of 

National Health Mission

Structuring of NHM budget into more than a 1000 budget 

lines, and limited flexibility in the use of funds across 

different flexible pools poses a hurdle in utilization (2017)

Zimbabwe Basic education 

assistance 

underspending

10% of administrative funds were diverted to pay for food 

hampers for the ministry’s staff (2015).
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Types of reasons and their incidence

Type of reason
Number of 

cases (of 24)

Bureaucratic/administrative procedures that slow down implementation, including 

procurement
12

Poor planning and project design 7

Cash flow challenges and late disbursements 7

Lack of technical or leadership capacity in ministries to implement 7

External shocks (security, weather, economic, labor unrest) 6

Delays or other challenges pertaining to external/donor funds 5

Poor forecasting 5

Subnational unit delays, or lack of coordination among levels of government 5

Change in program or program rules and regulations 5

Shift of funds to other areas of the budget 5

Lack of demand or other challenges associated with program beneficiaries 4

Poor monitoring and oversight 3

Poor data collection, including cases where the under-performance may not actually 

be real but simply due to poor data on actual spending
2



Applying our retrospective criteria

1. Do the explanations clearly provide a causal link for 

the deviation? We consider this a minimally 

acceptable condition

2. Are they specific enough about the causes?

3. Do they provide sufficient detail to explain variation 

in outcomes?

4. Are they consistent with past experience or do they 

describe how conditions have changed?

5. Do they address the most important deviations?
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Criteria 1: Is there a causal link? 

Most explanations found did meet the most basic condition. Example:
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Country Budget issue Explanation Comment

Australia Under-collection 

of Company Tax 

in 2016/-17

“This is primarily driven by the 

fall in commodity prices in 

recent years, lowering 

profitability in the mining 

sector.”

This is a concise causal 

statement that links falling 

commodity prices to lower 

profits, and therefore lower 

tax payments / collection

But there were several instances where this was not the case…

Country Budget issue Explanation Challenge

Argentina Underspending on 

Child Development 

Centers in 2012

Unfavorable deviation

according to 

the estimate

A deviation is just a 

description of the problem



Criteria 2: Are they specific enough? 

However, there were exceptions… 
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Country Budget issue Explanation Challenge with reason:

Afghanistan Underspending of 

capital budget

Late disbursement of 

funds

What is the cause of late 

disbursement?

Few reasons went into detail on what specific aspects disrupted 
budget execution or explained how the issue arose in the first place. 

Country Budget issue Explanation

Paraguay Under-spending on school 

meals program in region 

of Itapua

Under-spending caused by school closure 

due to low enrollment and school dropouts



Criteria 3 and 4: Variation in performance

Many of the explanations found failed to meet these criteria because 

the execution rates of budget areas under study varied considerably 

across their components (criteria 3) or from year to year (criteria 4), 

but explanations were too generic to account for this. Examples: 
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Country Budget issue Reason(s) Challenge

Guatemala Under-execution 

of road 

infrastructure 

program between 

2014-2017 

Challenges with 

external funding, 

delays due to 2017 

corruption 

investigations, and 

other legal and 

administrative 

controls

These explanations cannot 

explain the variation over 

time or between the three 

agencies under this program.  



What we learned

• Many governments did not provide explanations, and those that 

did often provided inadequate explanations

• But the fact that reasons are published reflects a willingness to 

engage, and some regions presented good practices to learn from:

– Latin America: explanations at very disaggregated level

– Bangladesh: Explanations given on a consistent basis

• Improving reasons can be as simple as publishing reports that are 

already produced, but not available publicly, as seen in Ukraine

• Limitations:

– Budget deviations can have many causes

– Criteria doesn’t evaluate the veracity of reasons
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• Establish norms on justifications

• Global level: Community of Practice

• National level: support in-country advocacy

19

Building Consensus and Joint Solutions on 
Budget Credibility


