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Introduction

Many factors influence a country’s fiscal outcomes including the economic
performance, political factors, and budgetary procedures and institutions. This
article concentrates on budgetary procedures and institutions. All budget
systems have three major goals: to maintain aggregate fiscal discipline; to
allocate resources in accordance with government priorities; and to promote
the efficient delivery of services (Schick, 2001). To achieve these three goals,
countries have adopted institutions and procedures which can have both
formal and informal dimensions. The nature and operation of these institutions
and procedures has a profound impact on budgetary and fiscal performance
(Alesina, 1996; Stein, 1998).

Given the importance of budgetary institutions, the OECD has sought
through its questionnaire to obtain comparative data on budget institutions,
procedures, and practices in member and non-member countries. This article
presents the results of the 2006 OECD survey on budgetary institutions,
procedures and practices in Latin American countries.1 In 2006, the OECD sent
this survey to a selection of Latin American and Caribbean countries.2 Thirteen
Latin American countries completed the full questionnaire. This questionnaire
was based on a revised version of the OECD/World Bank 2003 survey on budget
practices and procedures.

This article describes the main findings of the survey by presenting the
responses to a selection of questions on key aspects of budgeting. It does not
aim to test theoretical models or hypotheses. It is divided into four sections.
Section 1 describes the procedures for conducting the questionnaire and its
content. Sections 2-4 present the results of the survey. Section 2 presents the
legal and institutional framework. Section 3 describes budget institutions and
reforms including fiscal rules, medium-term frameworks, and performance
information. Section 4 discusses budget transparency.

1. The OECD questionnaire on budget procedures and practices

1.1. The background

In 2003, the OECD, with financing by a special grant from the World Bank,
invited 60 countries to fill in an online questionnaire on budgetary institutions,
practices and procedures. In total 45 countries responded to the survey: 27 of
the 30 OECD countries and 18 non-member countries from five different regions
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(Africa, Asia, Latin America, Eastern Europe and the Middle East). The resulting
online database on budget practices and procedures has more than
350 questions and examines all aspects of budgeting. It provides a unique,
comprehensive and free resource on budget practices for government
practitioners, academics, researchers and international organisations. The data
collected have been an invaluable resource to users, enabling them to compare
and contrast budget procedures and practices on a national, regional and
international level.

The OECD decided to revise and update the survey in two phases. Phase I
was a pilot phase in selected Latin American and Caribbean countries. This
article presents the result of phase I. Phase II will launch the survey in all
OECD countries and selected non-member countries in early 2007.

1.2. The process

The OECD, in late 2005, in conjunction with the Inter-American
Development Bank and the Public Policy Group of the London School of
Economics, began implementing phase I. The first step in this process was to
revise and streamline the OECD/World Bank 2003 questionnaire based on
feedback received from users and people who had filled in the questionnaire.

One of the main improvements in the 2006 survey relative to the previous
survey was the refinement and revision of questions and response options. This
was done in order to improve the clarity and level of specificity of the responses.
In addition, the number of questions was reduced from 350 to 97. This revised
questionnaire was then reviewed internally within the OECD and by an external
international steering committee. This committee was comprised of officials
from the ministries of finance of member and non-member countries,
academics, and officials from other international organisations including the
IADB and the World Bank. In light of the comments received from this review
process, the survey was further refined and an online version created.

The OECD then wrote to the budget directorates of 17 countries from the
Latin American and Caribbean region inviting them to participate in the
questionnaire and to name a country co-ordinator for the survey. These
countries were Argentina, Barbados, Bolivia, Brazil, Chile, Colombia, Costa
Rica, Ecuador, Guatemala, Jamaica, Mexico, Panama, Paraguay, Peru, Trinidad
and Tobago, Uruguay and Venezuela.

In late December 2005, the survey and a detailed and comprehensive
glossary of terms used in the questionnaire were sent to the appointed
country co-ordinator in the ministry of finance in these countries. Countries
were able to fill out the survey either on line or in a paper format in Spanish or
English over a period of six weeks from late December 2005 through early
February 2006.
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In total 13 out of the 17 countries completed the survey in full: Argentina,
Bolivia, Brazil, Chile, Colombia, Costa Rica, Ecuador, Guatemala, Mexico,
Paraguay, Peru, Uruguay and Venezuela. Panama filled out only the first section
of the survey. The countries that did not fill in the survey are Barbados, Jamaica,
and Trinidad and Tobago. All countries completed the questionnaire in Spanish.

All answers were self-reported. In order to improve the accuracy and
quality of the data, the responses were checked for internal consistency.
Clarifying questions were compiled and sent to countries to double-check any
response that appeared inconsistent or unusual and to follow up on questions
that were omitted. In addition, where possible, the data presented were
double-checked against secondary sources.

Finally, the results were sent to participants in the survey. In an additional
effort to check the accuracy, the results were presented to a selection of Latin
American budget directors and senior budget officials who attended the IADB
regional policy dialogue meeting in May 2006 in Washington DC.

1.3. The content

The 2006 OECD survey for Latin American countries consists of 97 questions
covering four major areas: general information, budget formulation and approval,
budget execution, and performance information. These areas contain questions
on different stages of the budget process and budgetary institutions including
the constitutional and institutional framework, budget laws, the role of the
legislature in the budget process, and flexibility in budget execution. In addition
there are questions on budgetary reforms such as fiscal rules, medium-term
frameworks, modernising financial practices, and performance measures and
evaluations.

2. Legal and institutional framework

During the 1990s, important economic and institutional reforms took
place in most Latin American countries. The last decade has emphasised the
importance of reforming and reinforcing budget institutions to achieve not
only stability but also sustainable economic growth.

Most Latin American countries have reformed their budgetary institutions
and introduced new budget laws. At the same time, countries adopted several
budget reforms to improve fiscal policy and transparency, to control public
sector spending, and to improve public sector performance and efficiency.

The results of this survey provide a summary of the current status of
budgetary institutions and reforms in Latin American countries. Section 2
examines the institutional framework, taking into account the legal framework
and the role of the legislature in the budget formulation and execution processes.
Section 3 describes budget reforms concentrating on fiscal rules, medium-term
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frameworks, other efforts to improve spending controls, and the introduction of
performance information. Section 4 examines budget transparency.

In addition, Section 3.4 on performance information compares the results
of a 2006 survey with those of a separate OECD 2005 questionnaire on the
development and use of performance information in the budget process.3

2.1. Legal framework

This section examines the legal framework which regulates the budget
process and fiscal policy. Nearly all countries possess an organic budget law.
Chile and Mexico were the pioneer Latin American countries. They first
adopted a law in the early 1970s, while most other countries implemented an
organic budget law during the 1990s (Table 1).

The legal framework is established not only by the organic budget law, but
also by the constitution, the annual budget law and other internal regulations.
The legal basis for different fiscal topics varies across Latin American countries
as can be observed in Table 2. For example, provisions on what happens when
the budget is not approved by the beginning of the fiscal year are regulated by
the organic budget law in Argentina, Brazil, Colombia and Venezuela. In all
other countries, the provisions are regulated by the constitution.

Table 1. Name and date of organic budget law

Name Date adopted

Argentina Ley 24.156 de Administración Financiera y de los Sistemas de Control 
del Sector Público Nacional 1992

Bolivia There is no organic budget law. They have presented a project law 
to the legislature n.a.

Brazil Ley 11.178 de 20 de setembro de 2005 (Lei de Diretrizes 
Orçamentárias 2006) 2005

Chile Ley Orgánica de Administración Financiera del Estado, Decreto 
Ley n° 1263, de 1975 1975

Colombia Ley 38 (1989), Ley 179 (1994), Ley 225 de 1995 in the Decret 111 (1996), 
Ley 819 (2003) y Ley 617 (2000) 1989

Costa Rica Ley de la administración financiera de la república y presupuestos públicos, 
n° 8131 de 18 de septiembre de 2001 2001

Ecuador Ley de presupuestos del sector público 1992

Guatemala Ley Orgánica del Presupuesto. Decreto Legislativo 101-97 del año 1997 1997

Mexico Ley de Presupuesto, Contabilidad y Gasto Público Federal 1976

Paraguay Ley 1.535 de Administración Financiera del Estado 1999

Peru Ley 28411, Ley General del Sistema Nacional del Presupuesto publicada 
el 8 de diciembre de 2004 2004

Uruguay It does not exist n.a.

Venezuela Ley Orgánica de la Administración Financiera del Sector Público (LOAFSP) 
of 05/09/2000, reformed 31/05/2005 2000
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authorisation 
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The form 
and structure 
of the annual 
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legislation

The timing 
of the annual 
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budge

Argentina C OBL R OBL C, OBL, ABL, R OBL

Bolivia ABL NFB C

Brazil C, OBL C, OBL, ABL, R C, OBL OBL C, OBL, ABL C, OB

Chile C ABL R C C O

Colombia C, OBL, ABL, R C, OBL, R C, OBL, R OBL C, OBL, R C, OB

Costa Rica C, ABL, R ABL, R C, ABL, R C C, ABL, R C, A

Ecuador C C, OBL C, OBL C, OBL C, A

Guatemala C, OBL OBL, R C, OBL, R C C, OBL, R OBL

Mexico C C, OBL OBL, ABL, R NFB C, OBL, ABL OBL

Paraguay C OBL OBL C C, OBL O

Peru C, OBL, ABL C, OBL C, ABL C C C

Uruguay C, ABL C, ABL, R C, R C C, ABL C

Venezuela C, ABL OBL, ABL, R C, OBL, ABL OBL C, OBL OBL

Key:
C = Constitution.
OBL= Organic budget law.
ABL= Annual budget law.
R = Regulations.
NFB = No formal basis.
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2.2. Role of the legislature

The constitution creates the political system and the macro-institutional
framework which sets the parameters of the relationship between the
legislature and the executive. The formal role of the legislature in the budget
process depends on the nature of executive-legislative relationships, which in
turn are influenced by the characteristics of the party and electoral systems.
Latin American countries have a presidential system of government, where
the executive administration tends to have a strong role in the policy-making
process. Despite the existence of several mechanisms through which the
legislature has a role in the budget process, in most countries power tends to
be concentrated in the hands of the executive.

This survey reveals that the role of the legislature during the budget
process varies across Latin American countries. One indicator of legislative
involvement is the level of detail at which the legislature approves the budget.
No country approves budget appropriations at aggregate amounts of outputs
or outcomes. Among the countries surveyed, Brazil and Chile approve the
budget at the highest level of detail. The Brazilian and Chilean legislatures
approve the budget at a sub-programme level.

There is significant variation in the ability of the legislature to alter the
budget (see Table 3). In Guatemala, there are no restrictions on the legislature’s

Table 3. If there are any restrictions on the right of the legislature 
to modify the detailed budget proposed by the executive, 

what form do these restrictions take?

Restriction Countries1

No restrictions. Guatemala

Legislature may not increase 
or propose new expenditure.

Chile, Uruguay

Legislature may reallocate funding 
levels, but only if there is no net change 
in total deficit or surplus.

Brazil, Chile, Colombia, Costa Rica

Legislature may create new spending 
items, but only if it reduces others 
or approves new revenue sources.

Argentina, Brazil, Costa Rica, Paraguay

Number of amendments is capped. Brazil

Other. Colombia: The legislature does not have any power in the budget process. 
It can only reduce variable expenditure which is not regulated by the law.
Ecuador: The legislature can only reassign budget approvals 
without modifying the total budget proposed by the executive.
Mexico: The legislature cannot create new programmes, and when 
it reassigns expenditures it must indicate the new finance sources.
Peru: The legislature cannot increase nor propose new expenditures. 
The legislature can reassign expenditures without modifying the deficit.
Venezuela: The legislature can create or modify specific expenditures 
only if it reduces other ones.

1. Due to an apparent inconsistency in the data from Bolivia, it has been excluded from this answer.
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ability to modify the executive’s budget proposal. In many countries, the
legislature can only make changes in spending if the overall deficit or surplus is
not altered. For example, the Chilean and Uruguayan legislatures may not
propose new spending. In no country surveyed is the legislature restricted to
only approving or rejecting the budget as a whole, with no opportunity to make
any changes.

Of course, while a legislature may be legally entitled to make changes to the
budget, that does not mean that changes are made in practice. Only Brazil (1 000),
Mexico (100) and Venezuela (300-500) have passed more than 50 budget
amendments during either of the past two years. In the case of Venezuela, it
appears that the majority of the amendments are actually proposed by the
executive, reflecting its need to revise its original budget submission. Meanwhile,
Colombia, Costa Rica and Peru had fewer than ten amendments passed by the
legislature in the most recent budget (Figure 1).

However, even in countries such as Brazil with large numbers of legislative
amendments, the proportion of overall spending affected by the amendments is
generally low, with no more than 5.1% of total government spending impacted

Figure 1. Number of amendments to the proposed budget adopted 
by the legislature

Note: The number of amendments for each country: Argentina (current year, 11-20; previous year, 21-30);
Bolivia (current year, 1-10; previous year 1-10); Brazil (current year, 1 000; previous year, 1 000); Chile
(current year, 36; previous year, 48); Colombia (current year, 2; previous year, 3); Costa Rica (current year,
2; previous year, 2); Ecuador (current year, 21; previous year, 15); Guatemala (current year, 15); Mexico
(current year, 100; previous year, more than 100); Peru (current year, 7; previous year, 12); Venezuela
(current year, 301-400; previous year, 401-500). Paraguay and Uruguay did not complete this question.
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(Figure 2). The major exception is Venezuela, where 24.5% and 21% of total
spending has been altered for the most recent and previous fiscal years
respectively.

A constraint on the influence of the legislature is the ability of the executive
to veto legislative amendments. The executive has veto powers in ten countries
(see Table 4). Five countries (Colombia, Guatemala, Paraguay, Peru and Uruguay)
have a total budget package veto. This means that they can only veto the total
budget legislation and not specific items within it. In four countries (Argentina,
Brazil, Chile and Mexico) the executive has the authority to use both a line-item
veto and a total budget package veto for budget legislation.

Despite the prevalence of veto powers, over the past two years, the use of
formal veto powers has been limited. In the last fiscal year (2005), the veto has
been used in only two countries: in Argentina on 14 occasions and in Mexico
once. For the previous fiscal year (2004), only Argentina reported using the veto.
A number of factors could explain the lack of veto use. These include the
composition of the majority in the legislature. If the president’s party or
supporting coalition has the majority, then the government has sufficient
support to defeat unwanted amendments, thus making the use of the veto
unnecessary. Given that in a number of countries the executive has extensive
veto powers, the very existence of the veto and the threat of using it can be a
sufficient weapon in negotiations between the executive and the legislature to
ensure that the executive achieves its aims.

Figure 2. The proportion of total spending affected by changes made 
to the budget by the legislature

Note: Colombia and Paraguay did not respond to this question. Chile’s response is “zero”.
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Box 1. Brazil: the role of budget amendments

In Brazil, there are two types of amendments to the budget proposed by the

government: individual amendments, presented by a representative, and

collective amendments presented by a group of representatives. According to

the Brazilian constitution, amendments may be approved only if they are

compatible with the plan and the budget guidance law. However, in practice

the legislature finances new appropriations through concluding that there are

“errors and omissions” in the economic assumptions used by the executive.

Although there are constitutional restrictions on amending the budget,

Brazil is the country that has the largest number of budget amendments

adopted by the legislature during the past two years (1 000). There are two

possible explanations for this practice of the legislature.

First, this practice of budget amendments has to be seen in the context of

presidential budget implementation decrees, which limits the role of the

legislature regarding decisions on supplementary budgets (Blondal, Goretti and

Kristensen, 2003). Therefore, budget amendments are used by the legislature

as an instrument to participate in the decision on supplementary funds.

Second, another possible explanation may relate to the organisation of the

political party system. Brazil is characterised as an extreme multiparty system,

with more than four political parties that have an effective chance to win

elections. This fragmentation of the political party system induces the formation

of coalitions. In general, there are strong regional alliances and thus most

legislative proposals are viewed in terms of their regional impact. The

combination of a presidential and federal government with powerful regions can

help to equalise the relationships between the executive and the legislature.

Nevertheless, despite the large numbers of legislative amendments, the

proportion of overall spending affected by the amendments is generally low

in Brazil, with no more than 5% of total government spending impacted. In

practice the legislature does not assign a high level of expenditure to these

amendments, as the Brazilian budget is characterised by a high degree of

rigidity due to the large amount of expenditures that are mandated by the

constitution (Blondal, Goretti and Kristensen, 2003).

Table 4. Does the executive have a formal veto authority 
for budget legislation?

Yes, the executive has a line-item veto for budget legislation. Bolivia

Yes, the executive has a package veto for budget legislation. Colombia, Guatemala, Paraguay, Peru, Uruguay

Yes, the executive has both line-item and package veto authority 
for budget legislation. Argentina, Brazil, Chile, Mexico

No, the executive does not have any type of veto authority 
for budget legislation. Costa Rica, Ecuador, Venezuela
OECD JOURNAL ON BUDGETING – VOLUME 7 – No. 1 – ISSN 1608-7143 – © OECD 200710
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Countries were asked to assess the power of their legislature to influence
the budget and to compare the legal power to the actual power (Figure 3). The
scale went from 0 to 10 with 10 being a very high degree of power and 0 being no
power. Overall country assessments varied, with Argentina, Bolivia, Brazil,
Ecuador, Guatemala, Paraguay and Venezuela finding that legally the legislature
has significant power to influence the budget. However, 8 out of 13 countries
find the legislature’s actual power to influence the budget is lower than its legal
power. Only in Peru is the actual power perceived to be greater than what is
legally granted, while only in Chile, Guatemala, Paraguay and Uruguay does
actual power equal legal power. This result is related to the presidential system
of government where the executive administration has a strong role in the
budget process, and in practice the actual power of the legislature tends to be
weaker than its legal power.

This section has concentrated on the role of the legislature in budget
preparation and approval; however, the legislature can also have a role once the
budget is passed. The power and flexibility of the executive in executing the
budget is influenced by whether it requires legislative approval to make changes
once the budget has been approved. Table 5 outlines whether the executive is
able to make certain budget reallocations with or without restrictions and, if so,
whether the change requires legislative approval. Chile, Ecuador and Mexico do
not require legislative approval for any type of budget reallocations although they

Figure 3. Legal versus actual power of the legislature to influence the budget
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Table 5. Procedures for reallocation of funds and appropriations

The type 
of budget 
reallocation

Does the executive have the authority to change 
or reallocate expenditures after the budget 

has been approved?*
Is legislative approval needed?

Yes, with 
no restrictions

Yes, with
restrictions

No Yes No
Depends on 
the change

Increased 
expenditure 
in existing 
programmes

Brazil (+50),
Mexico (+50)

Argentina (28),
Bolivia,
Chile,
Colombia,
Costa Rica (2),
Ecuador (+50),
Guatemala (10),
Paraguay,
Peru,
Uruguay,
Venezuela (+50)

Argentina,
Bolivia,
Colombia,
Paraguay,
Peru,
Venezuela

Chile,
Ecuador,
Mexico,
Uruguay

Brazil,
Costa Rica,
Guatemala

Create new 
programmes

Bolivia Brazil (+50),
Chile,
Colombia,
Costa Rica (2),
Ecuador (+50),
Guatemala (none),
Mexico (+50),
Paraguay,
Venezuela

Argentina,
Uruguay

Argentina,
Brazil,
Colombia,
Paraguay,
Uruguay,
Venezuela

Bolivia,
Chile,
Ecuador,
Mexico

Costa Rica,
Guatemala

Reallocate 
expenditures

Mexico (+50) Argentina,
Bolivia,
Brazil (+50),
Chile,
Colombia,
Costa Rica (+50),
Ecuador (+50),
Guatemala (+50),
Paraguay,
Peru,
Venezuela (+40)

Uruguay Bolivia,
Brazil,
Colombia,
Paraguay,
Peru,
Uruguay,
Venezuela

Argentina,
Chile,
Ecuador,
Mexico

Costa Rica,
Guatemala

Cut expenditures Argentina (2),
Colombia,
Ecuador (+50)

Bolivia,
Brazil (+50),
Chile,
Costa Rica (+50),
Guatemala (none),
Mexico (+50),
Paraguay,
Peru,
Uruguay,
Venezuela (none)

Paraguay,
Peru,
Venezuela

Argentina,
Bolivia,
Brazil,
Chile,
Colombia,
Ecuador,
Mexico

Costa Rica,
Guatemala

Note: The numbers in brackets are the average number of times over the past two fiscal years that the
executive has employed these changes.
OECD JOURNAL ON BUDGETING – VOLUME 7 – No. 1 – ISSN 1608-7143 – © OECD 200712
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have some restrictions on the changes the executive can make. At the other end
of the spectrum, Paraguay and Venezuela require legislative approval for all
budget reallocations.

The flexibility of the executive is influenced by whether it can increase
expenditure to existing programmes. In all countries the executive has the
power to increase expenditure but in most countries, with the exception of
Chile, Ecuador, Mexico and Uruguay, it needs legislative approval to do so. In
most countries, the executive also has the right to create new programmes
once the budget has been approved.

Nevertheless, for around 50% of countries the executive requires legislature
approval to create new programmes. In most cases the executive can also
reallocate expenditures, but it needs legislative approval in all countries except
Argentina, Chile, Ecuador and Mexico.

In all Latin American countries the executive has the authority to cut
expenditures and only in Paraguay, Peru and Venezuela does the executive
need the approval of the legislature to do so. Even though legislative approval
is required for some changes, in most countries surveyed the executive has
extensive powers in the execution of the budget.

3. Budget institutions and reforms
Under pressure to improve fiscal balances, many Latin American countries

began reforming budget institutions in the late 1990s and 2000s. These reforms
have taken place within the context of the legal and institutional framework
described in Section 2 above. Reform of budget institutions has focused on
maintaining and/or improving aggregate fiscal discipline through policies
seeking to control spending, reduce debt and improve fiscal balances. To
achieve these objectives, many countries have introduced reforms such as fiscal
rules, medium-term expenditure frameworks and other initiatives and rules to
control expenditure.

There has also been increased emphasis on achieving the other objectives
of budget systems, mainly to allocate resources in accordance with government
priorities and to promote the efficient delivery of services. Efforts to improve
the performance and efficiency of the public sector have incorporated attempts
to introduce performance information into budgeting and management
processes. In this section, each of these reforms will be examined in turn.

3.1. Fiscal rules

Budget institutions and especially fiscal rules are important to achieve
economic targets and stable and sustainable economic growth. Only Costa
Rica and Guatemala reported that their governments do not have fiscal rules.
All the other countries have fiscal rules, although they have adopted different
types of rules.
OECD JOURNAL ON BUDGETING – VOLUME 7 – No. 1 – ISSN 1608-7143 – © OECD 2007 13
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Table 6 shows differences across countries in their fiscal rules. All
countries except Colombia have a limit on the annual deficit or surplus.
Argentina, Chile, Peru and Venezuela do not have a fiscal rule that limits the
debt held by the public sector. Argentina, Bolivia and Uruguay have a limit on
nominal expenditure set by their fiscal rules, whereas Colombia, Ecuador, Peru
and Uruguay have a limit on real expenditure.

Fiscal rules in most of the countries are formal rules defined by formal
legislation. In Bolivia, Chile, Paraguay and Uruguay there are rules which are
not defined by formal legislation but by political commitment. For example, in
Bolivia, Chile, Paraguay and Uruguay the specific rule that limits the annual
deficit or surplus is based on a political commitment.

However, some of these fiscal rules can be waived in practice (see Table 7).
The rule that limits the amount of debt held by the public sector can only be
waived in Brazil, while the limit on expenditure can be waived in Colombia,
Uruguay and Venezuela. The rule that establishes a limit on the annual deficit
or surplus can be waived only in Mexico and Venezuela. In most countries these
fiscal rules have enforcement mechanisms (Table 7).

3.2. Medium-term expenditure framework

The medium-term expenditure framework (MTEF) is an important means
of laying out plans for future government spending. The MTEF should be
based on medium-term projections that are updated regularly. Most Latin
American countries have introduced medium-term frameworks in their

Table 6. The nature of fiscal rules

Limit on 
debt held 

by the public 
sector

Limit on 
debt held by 
the general 
government 

sector

Limit on 
expenditure

Limit on 
the annual 
deficit or 
surplus

A golden
rule

Limit 
on nominal 
expenditure

Limit
on real 

expenditure

Another
rule

Argentina No No Yes Yes No Yes No –

Bolivia Yes Yes Yes Yes No Yes No No

Brazil Yes Yes No Yes Yes No No –

Chile No No No Yes No No No Yes

Colombia Yes No Yes No No No Yes –

Ecuador Yes Yes Yes Yes Yes – Yes –

Mexico Yes No No Yes Yes No No Yes

Paraguay – – Yes Yes – – – –

Peru No No Yes Yes No No Yes No

Uruguay Yes Yes Yes Yes Yes Yes Yes No

Venezuela No No Yes Yes No – No Yes

Note: Costa Rica and Guatemala do not have fiscal rules.
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budget process over the past few years. The potential benefits of an MTEF are
that it can reduce uncertainties about future funding and policy orientation
and allow the public debate to focus on longer-term policy priorities.

Seven countries have an MTEF: Argentina, Brazil, Chile, Guatemala, Peru,
Uruguay and Venezuela. Additionally, Bolivia is currently in the process of
approving a law that will create an MTEF and Costa Rica has a law calling for
MTEFs but it has yet to be implemented. They expect to begin implementation
within two years.

The MTEF generally covers three years beyond the next fiscal year although
it covers four in Brazil and five in Uruguay (Table 8). Nearly all countries include
all central government expenditures in their MTEF while several also include
other information that will affect future spending.

Of the countries that took part in both the 2003 and 2006 surveys4 some have
taken steps towards further development of the MTEF. Chile has instituted a legal
requirement for an MTEF. Mexico enacted a law in 2006 introducing an MTEF.

In general, the MTEF is the executive’s planning document. In most
countries, medium-term expenditure estimates do not require legislative
authorisation. Ten out of thirteen countries make medium-term fiscal policy
objectives publicly available.

Table 7. Enforcement of rules

Fiscal rule
Can the rule be waived? Is there an enforcement mechanism?

Yes No Yes No

Limit on debt held by the public sector 
(per cent of GDP)

Brazil Bolivia,
Colombia,
Ecuador,
Mexico,
Uruguay

Brazil,
Ecuador,
Mexico,
Uruguay

Colombia

Limit on debt held by the general 
government sector (per cent of GDP)

Brazil Bolivia,
Uruguay

Bolivia,
Brazil,
Uruguay

Limit on expenditure (per cent of GDP) Colombia,
Uruguay,
Venezuela

Ecuador,
Peru

Ecuador,
Peru,
Venezuela

Colombia,
Uruguay

Limit on annual deficit/surplus 
as percentage of GDP

Mexico,
Venezuela

Argentina,
Brazil,
Chile,
Ecuador,
Peru

Argentina,
Brazil,
Chile,
Ecuador,
Peru,
Venezuela

Mexico

Golden rule Mexico Brazil Brazil Mexico

Limit on nominal expenditure – Argentina,
Colombia

Argentina,
Colombia

–

Limit on real expenditure – Peru Peru –
OECD JOURNAL ON BUDGETING – VOLUME 7 – No. 1 – ISSN 1608-7143 – © OECD 2007 15



BUDGETING IN LATIN AMERICA: RESULTS OF THE 2006 OECD SURVEY
Table 8. Medium-term expenditure frameworks

MTEF
Legal

requirement

Number 
of years 

beyond next 
fiscal year

Frequency 
of revision

Do medium-term 
expenditure estimates 
require authorisation 
by the legislature?

Does the government 
make its medium-term 
fiscal policy objectives 

publicly available?

Argentina Yes Yes 3 Annually No, they are 
for information 
purposes only.

Yes, legal requirement.

Bolivia No – – – Not applicable; 
medium-term 

expenditure levels 
are not presented.

Yes, but not a legal 
requirement.

Brazil Yes Yes 4 Annually Yes, but apart from 
the appropriation bill 
for the budget year.

Yes, but not a legal 
requirement.

Chile Yes Yes 3 Annually No, they are 
for information 
purposes only.

Yes, but not a legal 
requirement.

Colombia Other1 No – – No, they are 
for information 
purposes only.

Yes, legal requirement.

Costa Rica No – – – Not applicable; 
medium-term 

expenditure levels 
are not presented.

No.

Ecuador No – – – Not applicable; 
medium-term 

expenditure levels 
are not presented.

No.

Guatemala Yes Yes 3 Annually No, they are 
for information 
purposes only.

Yes, but not a legal 
requirement.

Mexico2 No – – – No, they are 
for information 
purposes only.

Yes, but not a legal 
requirement.

Paraguay No – – – Not applicable; 
medium-term 

expenditure levels 
are not presented.

No.

Peru Yes Yes 3 Annually No, they are 
for information 
purposes only.

Yes, legal requirement.

Uruguay Yes Yes 5 Annually Other. Yes, but not a legal 
requirement.

Venezuela Yes Yes 3 Annually Not applicable; 
medium-term 

expenditure levels 
are not presented.

Yes, legal requirement.

1. Decree law 4730 (2005).
2. Mexico introduced an MTEF as part of its 2006 Federal Law of Budget and Fiscal Responsibility.

However, this law was introduced after the survey had been completed. Therefore the answers in
the survey pre-date the introduction of the new law.
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3.3. Controlling expenditure in budget formulation

The central budget authority has the leading role in maintaining
aggregate fiscal discipline, ensuring compliance with the budget laws and
enforcing effective control of budgetary expenditure. In most countries, there
is some form of top-down budgeting in which there are fixed limits for initial
ministry spending plans (see Table 9). These are set by the ministry of finance
or the central budget authority. In Colombia they are set by the National
Department of Planning. Only in Guatemala and Uruguay are the fixed limits
for the initial ministry spending plans based on the MTEF.

In Argentina, Bolivia, Chile, Costa Rica, Paraguay and Peru there are formal
rules to guide the negotiations between the central budget authority (CBA) and
the ministries (Table 9). In the rest of the countries, although there are no formal
rules, there are established practices which regulate these negotiations.

Figure 4 shows the timeframe for executive negotiations between the
CBA and the ministries. In Brazil these negotiations last only fifteen days,
while in Colombia they can last five months. Only Bolivia and Ecuador do not
establish a timeframe for these negotiations.

Table 9. Fixed limits for spending plans and formal rules for negotiations

Are there fixed limits for the initial ministry 
spending plans?

Are there formal rules or procedures 
to guide central budget authority negotiations 
with line ministries?

Argentina Yes, they are set by the ministry of finance 
or the central budget authority.

Yes.

Bolivia Yes, they are set by the ministry of finance 
or the central budget authority.

Yes.

Brazil Yes, they are set by the ministry of finance 
or the central budget authority.

No, but there are established practices.

Chile Yes, they are set by the ministry of finance 
or the central budget authority.

Yes.

Colombia Other. No, but there are established practices.

Costa Rica Yes, they are set by the ministry of finance 
or the central budget authority.

Yes.

Ecuador Yes, they are set by the ministry of finance 
or the central budget authority.

No, but there are established practices.

Guatemala Yes, they are based on the MTEF. No, but there are established practices.

Mexico Yes, they are set by the ministry of finance 
or the central budget authority.

No, but there are established practices.

Paraguay Yes, they are set by the ministry of finance 
or the central budget authority.

Yes.

Peru Other. Yes.

Uruguay Yes, they are based on the MTEF. No, but there are established practices.

Venezuela Yes, they are set by the ministry of finance 
or the central budget authority.

No, but there are established practices.
OECD JOURNAL ON BUDGETING – VOLUME 7 – No. 1 – ISSN 1608-7143 – © OECD 2007 17



BUDGETING IN LATIN AMERICA: RESULTS OF THE 2006 OECD SURVEY
3.3.1. Controlling expenditure in budget execution

As discussed in Section 2, the executive is authorised to reallocate,
adjust or modify expenditures within limits during execution of the budget.
Depending on the type of transfer, the approval of either the CBA or the
legislature may be required to transfer funds between accounts. This section
details the characteristics of budget execution and the conditions under
which the executive can modify expenditures or use supplementary budgets.

Most Latin American countries have special measures to modify
budget expenditures depending on changes in economic conditions (Table 10).
In Costa Rica, Guatemala, Mexico and Venezuela there are automatic
expenditure reductions during worse economic conditions. In some countries
there are specific laws regulating the modification of budget expenditures in
light of a mid-year change in economic or fiscal forecasts: Brazil (fiscal
responsibility law), Costa Rica (law of extraordinary budget) and Mexico
(decree of budget related to the excess of petrol revenues).

Figures 5 and 6 show the amount of supplementary budgets and the
gross effect as a percentage of total planned expenditure over the past two
years. Most countries have submitted less than five supplementary budgets
in the past two years. Peru has submitted more than five in the last fiscal
year and more than ten in the past two years, while Venezuela has had
20 supplementary budgets in the past two years (Figure 5). The total gross
effect of supplementary budgets as a percentage of total planned expenditure

Figure 4. What is the timeframe for executive negotiations 
between the central budget authority and line ministries?

Note: Uruguay did not specify the timeframe.
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Table 10. What measures are taken in light of a mid-budget cycle change 
in economic or fiscal forecasts?

With worse economic conditions With better economic conditions

No changes legally required. Argentina, Costa Rica, Guatemala, 
Venezuela.

Argentina, Costa Rica, Guatemala, Paraguay, 
Peru, Uruguay.

Automatic expenditure 
reductions.

Costa Rica, Guatemala, Mexico, 
Venezuela.

None.

Automatic tax/fee increases. Venezuela. None.

Reserve funds are used. Mexico, Paraguay, Venezuela. None.

Other. Brazil: fiscal responsibility law.
Chile: reductions of the budget.
Colombia: the executive can modify 
the budget.
Ecuador: reductions of the budget.
Peru: modify the budget to achieve 
the fiscal goal.

Brazil: rise in fiscal expenditure and credits.
Chile: increase of spending subject 
to the fiscal law.
Colombia: the executive can modify 
the budget.
Costa Rica: law of extraordinary budget.
Ecuador: modification of the budget.
Mexico: decree of budget related 
to the excess of petrol revenues.
Venezuela: increase of expenditure 
and reduction of taxes.

Note: Due to an apparent inconsistency in the data from Bolivia, it has been excluded from this answer.

Figure 5. How many supplementary budgets have been submitted annually 
in the past two years?

Note: Brazil, Ecuador and Paraguay did not reply to this question. Chile, Guatemala, Mexico and
Uruguay report zero supplementary budgets. Colombia reported zero supplementary budgets for the
last fiscal year.
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is less than 5% in most countries. Exceptions are Paraguay with nearly 10% in
the previous fiscal year and Venezuela with almost 30% in the last fiscal year.
For the last two fiscal years, Argentina has had over 15%.

The major factors requiring supplementary budgets include changing
economic forecasts resulting in lower revenue or higher expenditure as shown
in Table 11. In Bolivia, Brazil, Colombia and Venezuela the main causes included
natural disaster.

While budget execution stresses controlling the expenditure of ministries
and agencies, it also seeks to provide flexibility in the use of funds and to
promote the efficient delivery of public services. According to this survey, in
most cases government organisations are allowed to transfer funds from one
programme to another but the approval of the ministry of finance or the CBA
is needed (Table 12). In Colombia and Costa Rica the approval of the legislature
is required to make these transfers.

Only in Venezuela can government organisations transfer funds between
operating expenditures and investments without restrictions, whereas in Bolivia,
Ecuador, Guatemala, Mexico, Paraguay and Peru, these transfers require the
approval of the ministry of finance or the CBA. In most other countries, these
transfers need the approval of the legislature.

Figure 6. What has been the total gross effect of supplementary budgets 
as a percentage of total planned expenditure in the original budget 

over the past two years?

Note: Ecuador, Mexico and Uruguay did not reply to this question. Chile and Guatemala reported
“zero”.

0

5

10

15

20

25

30

35
%

Last fiscal year Previous to the last fiscal year

Chil
e

Gua
tem

ala

Cos
ta 

Rica

Colo
mbia

Braz
il

Boli
via

Para
gu

ay
Peru

Arg
en

tin
a

Ven
ez

ue
la
OECD JOURNAL ON BUDGETING – VOLUME 7 – No. 1 – ISSN 1608-7143 – © OECD 200720



BUDGETING IN LATIN AMERICA: RESULTS OF THE 2006 OECD SURVEY
3.4. Performance information in the budget process

Over the past five to ten years, as part of efforts to improve public sector
performance and accountability, many Latin American countries have sought
to introduce performance information into their management and budgeting
systems. Countries are at different stages of developing their performance
systems. Argentina, Chile and Mexico have been working on developing
performance measures for around ten years. In contrast, Ecuador’s reform is
in its pilot phase and Venezuela has yet to implement its reforms.

Performance measures (outputs or outcome measures) and evaluations
are the methods most commonly used to assess the performance of agencies
and programmes (Table 13).

In most Latin American countries these reforms are enacted in legislation.
For example, 77% of countries surveyed reported that it is a legal requirement to
carry out evaluations for all or most programmes. In 54% of cases it is a legal
requirement to include performance measures in the budget for all or most
programmes.

However, the experience of OECD countries has shown that the enactment
of legislation does not mean that reforms are actually implemented in practice
(OECD, 2005). In a few of the countries surveyed, the implementation of these
reforms has been not been systematic. There appears to be a gap between the
formal requirements to adopt performance management and budgeting
frameworks and the actual practice. For example, there are legal requirements to
development performance measures for all or most programmes in Guatemala
and Venezuela but Guatemala has developed performance measures for only
some programmes, while Venezuela has not developed any performance
measures.

Table 11. What have been the major factors requiring 
supplementary budgets?

Factors

Legal requirement for supplementary budget Bolivia, Brazil, Venezuela

Changing economic forecasts resulting in lower revenue 
or higher expenditure

Argentina, Bolivia, Brazil, Colombia, Costa Rica, Ecuador, 
Venezuela

Natural disaster Bolivia, Brazil, Colombia, Venezuela

Ad hoc emergency needs Brazil, Colombia, Ecuador, Venezuela

New policy initiatives Bolivia, Brazil, Colombia, Paraguay, Venezuela

Transfer of funds from one appropriation to another 
(no net increase)

Brazil, Colombia, Costa Rica, Venezuela

Formal approval of appropriations carried forward 
from one fiscal year to the next

Brazil, Ecuador, Venezuela

Rescinding planned spending Costa Rica, Ecuador, Venezuela

Note: Chile, Guatemala, Mexico, Peru and Uruguay did not reply to this question.
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As can be seen from Table 14, countries have diverse experiences with
developing performance measures. Brazil and Chile have developed the highest
number of performance measures including both output and outcomes
measures.

In seven out of the thirteen countries surveyed, ministries are required
to report to the central budget authority or to the ministry of finance on
performance against targets. In three countries (Costa Rica, Ecuador and Mexico),
ministries report on performance to the president. In Guatemala, ministries are
not required to report on performance to any government organisation.

Table 12. Are government organisations allowed to transfer funds?

From one 
programme 
to another

Between operating 
expenditures 
and investments

Between 
different 
operating 
expenditures

Between 
operating 
expenditures 
and 
programme 
funds

Between 
investments 
and programme 
funds

There are no 
restrictions 
on such transfers.

Bolivia,
Venezuela.

Venezuela. Bolivia,
Mexico,
Uruguay,
Venezuela.

Venezuela. –

There can be 
transfers, but only 
with the approval 
of the ministry 
of finance/central 
budget authority.

Argentina,
Chile,
Colombia,
Ecuador,
Guatemala,
Mexico,
Paraguay,
Peru,
Uruguay,
Venezuela.

Bolivia,
Ecuador,
Guatemala,
Mexico,
Paraguay,
Peru.

Argentina,
Bolivia,
Chile,
Colombia,
Costa Rica,
Ecuador,
Guatemala,
Paraguay,
Peru,
Uruguay,
Venezuela.

Argentina,
Bolivia,
Chile,
Ecuador,
Guatemala,
Mexico,
Paraguay.

Bolivia,
Ecuador,
Guatemala,
Mexico,
Paraguay.

There can be 
transfers, but only 
with the approval 
of the legislature.

Colombia,
Costa Rica.

Argentina,
Bolivia,
Brazil,
Colombia,
Costa Rica,
Peru,
Venezuela.

Brazil,
Colombia,
Peru.

Brazil,
Colombia.

Argentina,
Bolivia,
Brazil,
Colombia.

There can be 
transfers, 
but the legislature 
must be notified.

Brazil,
Colombia,
Venezuela.

Colombia,
Peru.

Colombia,
Peru,
Venezuela.

Other Chile.
Guatemala: There can 
be transfers from 
operating expenditures 
to investments but not 
the other way around.

Chile: There are 
no restrictions 
to transfer funds 
from capital 
expenditure 
to current 
expenditure.
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Five out of the thirteen countries surveyed do not display results against
performance targets in budget documents presented to the legislature. In
contrast, Argentina, Brazil, Chile and Uruguay routinely display performance
results in their main budget documents given to the legislature. Not all
monitoring and reporting on performance takes place as part of the budget
process. For example, in Mexico there are presidential goals and outcome
targets that are not set or reported on as part of the budget process.

Table 13. Country approaches to assessing performance: 
types of measures in place

Performance measures Evaluation Benchmarking Other

Argentina ✓

Bolivia ✓

Brazil ✓ ✓

Chile ✓ ✓ ✓ ✓

Colombia ✓ ✓

Costa Rica ✓ ✓

Ecuador ✓

Guatemala ✓

Mexico ✓ ✓

Paraguay ✓

Peru ✓ ✓

Uruguay ✓ ✓

Note: Venezuela has not yet implemented this reform.

Figure 7. Are there legal requirements to include performance measures 
(outputs and outcomes) in the budget and to conduct evaluations?
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While most countries surveyed have a legal requirement to conduct
evaluations, the institution responsible for carrying out evaluations and the
type of evaluations conducted vary across countries. Table 15 outlines the
types of evaluations and the institutions that carry out these reviews. In many
countries responsibilities for conducting evaluations are shared between the
central budget authority, line ministries and/or the supreme audit institution.
In Guatemala and Venezuela, neither the line ministry nor the supreme audit
institution nor the central budget authority conducts any evaluations.

The independent auditing of performance information and/or performance
systems is seen as an important factor in improving the validity and quality of the
information. Three countries (Brazil, Mexico and Paraguay) require ministries to
report their performance against targets to the supreme audit institution. In six
countries (Bolivia, Colombia, Costa Rica, Ecuador, Peru and Venezuela), 90% of
central government spending can be subject to performance or value-for-money
audits by the supreme audit institution. However, the estimated number of
performance or value-for-money audits conducted by the supreme audit
institution (SAI) varied from one in Colombia and Ecuador, to 15 in Costa Rica,
and 66 in Paraguay.

Information on the performance of agencies and programmes is provided in
order to support better decision making, leading to improved performance and/or
accountability. If this information is to bring these benefits, it has to be used in
the decision-making process. While all countries surveyed except Venezuela
monitor performance in some manner, this information is rarely used for
political decision making. In a ranking of the frequency of consideration of
performance information in political decisions, average scores were consistently
low. The scale went from 0 to 10 with 10 being very frequently and 0 being never.
Average scores were 2.6 (standard deviation 2.7) for the minister with the relevant
portfolio, 2.3 (2.8) for the president or prime minister, 1.6 (2.7) for the cabinet,

Table 14. What types of non-financial performance measures 
have been developed?

Output
Estimated per cent 

of expenditure
Outcome

Estimated per cent 
of expenditure

Argentina 763 60 – –

Bolivia – 60 – –

Brazil 1 162 100 674 98

Chile 974 – 275 –

Costa Rica 500 48 25 2

Guatemala 300 35 – –

Mexico More than 300 30 0 0

Paraguay 24 37 10 30

Peru 264 – 259 –
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0.8 (1.3) for members of budget committees in the legislature, and 1.6 (2.5) for
members of the relevant sectoral committee of the legislature. Performance
information is most commonly used by the minister with the relevant portfolio.
No country surveyed except Colombia gave a ranking above 6. In fact, five
countries (Costa Rica, Ecuador, Guatemala, Mexico and Uruguay) do not use
performance information in any type of decision making.

This result is not surprising given that many Latin American countries,
with the exception of Argentina, Brazil and Chile, are still in the early stages of
developing performance management and budgeting systems. It takes time to
develop these systems and to obtain data of sufficient quality to be useful to
decision makers. In addition, it is challenging to obtain and maintain the
interest of politicians in these initiatives. Many OECD countries continue to
struggle with getting politicians to use performance information in decision
making. This is especially the case for politicians in the legislature.

Table 15. The type of evaluations commissioned or conducted 
by the following institutions

Central budget authority Line ministries
Supreme audit 
institution

Other institution

Review of ongoing 
programmes

Argentina, Bolivia, Brazil, 
Chile, Uruguay.

Brazil, Chile, 
Colombia, Mexico, 
Peru.

Brazil, Colombia, 
Costa Rica, 
Mexico.

Colombia, Mexico.

Ex post review 
of programmes

Argentina, Bolivia, Brazil, 
Chile, Costa Rica, 
Paraguay, Uruguay.

Brazil, Colombia, 
Costa Rica, Ecuador, 
Mexico, Paraguay, 
Peru.

Brazil, Colombia, 
Costa Rica, 
Ecuador, Mexico.

Colombia, Mexico.

Review of new initiatives 
or programmes

Bolivia, Brazil, Chile, 
Costa Rica, Mexico, 
Paraguay, Uruguay.

Brazil, Chile, 
Colombia, Costa Rica, 
Mexico, Paraguay, 
Uruguay.

Mexico. Mexico.

Sectoral reviews Bolivia, Brazil, Chile, 
Colombia, Ecuador, 
Paraguay.

Bolivia, Brazil, Chile, 
Colombia, Costa Rica, 
Peru.

Bolivia, Colombia, 
Costa Rica, 
Mexico, Peru.

Colombia, Mexico.

Efficiency and/or cost 
effectiveness reviews

Chile, Mexico. Chile, Mexico, 
Paraguay.

Mexico. Colombia.

Other Ecuador: Reviews over 
three months of sectoral 
budget execution.
Peru: Financial evaluations 
and evaluations 
of administration 
for results agreements.

None. None. Chile: The Ministry 
of Planning has to give 
technical and economic 
approvals to all public 
investment projects 
based on ex ante project 
evaluations.

Note: Guatemala and Venezuela do not use evaluations.
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3.4.1. Comparison with OECD countries

Some questions in the 2006 survey on budgeting are the same as some
questions in the 2005 OECD survey on performance information5 and can be
used to compare the development of performance information in the two
groups of countries. Data from Mexico and Chile, as both a member (Mexico)
and observer (Chile) to the OECD and participants in the Latin American
survey, have been included in both groups.

In general, OECD countries have been developing performance measures
for longer than most Latin American countries. Over 40% of OECD countries
introduced output measures more than ten years ago while only 8% of the
Latin American countries did so, and many Latin American countries have
introduced performance measures only within the last five to ten years
(Figure 8).

The majority of OECD countries develop both performance measures
and evaluations; to a lesser extent the same is the case for Latin American
countries that responded to this survey (see Figure 9).

In terms of performance measures, 21 out of 30 OECD countries have
developed a combination of outcomes and outputs (although not for all
programmes) while to date only 4 out of 13 Latin American countries work on
outcomes. This difference can be explained by the fact that many Latin
American countries are still in the early stages of developing measures.

Figure 8. When was the first government-wide initiative 
to introduce performance measures?
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Over two-thirds of Latin American countries that conduct evaluations
have some sort of legal requirement to do so for all or most programmes. In
contrast, although nearly all OECD countries conduct evaluations, only 27%
have a legal requirement to do so for all or most programmes. This difference
reflects in part the more legalistic tradition of public administration systems
in Latin American countries and the more legal nature of their reforms.

The process through which programmes are selected for evaluation is
very similar across OECD and Latin American countries. In both cases it is the
line ministry or agency responsible for the programme that most commonly
selects activities or programmes for evaluation; 43% of OECD countries and
35% of Latin American countries. The supreme audit institution decides in
20% of cases for OECD countries and 12% for Latin American countries.

The most common type of evaluation conducted by OECD country
ministries of finance is reviews of ongoing programmes, while for Latin American
countries the main types of evaluation are an ex post review of programmes and a
review of new initiatives.

It is also important to see if performance information is used in budgetary
decision making. Over three-quarters of OECD countries use performance
measures in negotiations between the ministry of finance and all, most, or some
line ministries. In contrast, 60% of Latin American countries do not use this
information in budget negotiations (Figure 10).

Figure 9. What types of performance information are produced 
to assess government performance?
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It is important to note how OECD country ministries of finance use
performance information in the budget process. In the majority of cases, they
engage in performance-informed budgeting – that is, they use performance
information in budget negotiations along with other information on fiscal
factors and political priorities. It is one factor in the decision-making process;
and it is generally used to inform, but not determine, budget allocations
(OECD, 2006). The current practice, on a government-wide scale, in OECD
countries is not to automatically or mechanically link funding to results. It is
questionable if such an approach is even desirable at this level given the
technical issues and questions of incentive that are involved with adopting it.

OECD country experiences have shown that having a procedure to integrate
performance information into the budget process is a necessary but not sufficient
condition to ensure its use in budgetary decision making. Other factors that also
influence use include: the institutional capacity of the ministries of finance and
spending ministries; the quality of the performance information; and the political
and economic environment. These factors can also impact on the use of
performance information in budgetary decision making in Latin American
countries (OECD, 2006).

Over the past five to ten years, Latin American countries have made
progress in developing performance management and budgeting frameworks.
They are however at different stages of development. Despite not having a legal
requirement to develop performance measures, Chile appears to have the most
sophisticated performance framework. This framework has high coverage and
development of both outputs and outcome measures, systematic monitoring of

Figure 10. Are performance measures used in negotiations 
between the ministry of finance and line ministries?
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performance and its subsequent use in budgetary decision making. Some of the
countries surveyed continue to face challenges with increasing the quantity of
performance measures and evaluations and with developing measures for
many activities. Similar to OECD countries, all Latin American countries are
struggling with improving the quality and use of performance information.

4. Budget transparency
Budget transparency is an increasingly important issue throughout OECD

countries. According to the “OECD Best Practices for Budget Transparency” (OECD,
2002), transparency – namely openness about policy intentions, formulation and
implementation – is a key element of good governance. Transparency is also seen
as a vital ingredient in ensuring the health of public finances and macroeconomic
stability over the medium and long term. Achieving budget transparency is an
important and central goal for Latin American countries. In most of these
countries, while several improvements have been made, enhancing transparency
and confidence in fiscal policy making over the longer term remains an
important challenge.

The “OECD Best Practices for Budget Transparency” define budget
transparency as the full disclosure of all relevant fiscal information in a
timely and systematic manner. Budget transparency consists of many
different components, including independent economic assumptions,
comprehensiveness of budget documentation, and timely and clear
processes and procedures for reporting information. Selected aspects of each
of these topics will be examined in turn in the remainder of this section.

4.1. Macroeconomic forecasting: transparency of economic 
assumptions

The guidelines state that all key economic assumptions should be
disclosed explicitly, including the forecast for GDP growth, the composition of
GDP growth, the rate of employment and unemployment, the current account,
inflation and interest rates (monetary policy). A sensitivity analysis should be
made of the impact that changes in the key economic assumptions would have
on the budget. It is also important to have independent economic assumptions
in fiscal policy making. Deviations from the forecast of the key economic
assumptions underlying the budget are the government’s key fiscal risk.

In 56% of Latin American countries it is the ministry of finance that has
primary responsibility for the formulation of economic assumptions. Almost all
responding countries (86%) reported regularly publishing economic assumptions
in budget documents, the exceptions being Costa Rica and Paraguay. While most
of the countries surveyed publish economic assumptions, however, only about
half conduct an independent review of the economic assumptions used in the
budget (Table 16) and only in Bolivia is this review a legal requirement.
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4.2. Comprehensiveness of government reporting: transparent 
reporting of government liabilities

A key aim of budget transparency is to ensure that governments are
open about their expenditures and all existing and future liabilities. In order to
get a true picture of government expenditure and total public spending, it is
important that information on government liabilities be presented in budget
documentation. The OECD best practices state that a comprehensive budget
document should, inter alia, include information on financial liabilities and assets,
non-financial assets, employee pension obligations and contingent liabilities.

The 2006 questionnaire asked six questions about off-budget expenditure
and contingent liabilities. This section received a low response rate (on average
6 of the 13 countries answered the questions in this section), partly due to the
sensitivity of the subject matter and the lack of available information. There are
different types of off-budget expenditure: public-private partnerships, funds for
higher education, public health care funds, social security funds, and public
sector pensions.

Ten of the countries surveyed have some sort of off-budget fund or
expenditure. Costa Rica, Guatemala and Paraguay do not allow any off-budget
expenditures either by law or regulation. Figure 11 details by country the size
of off-budget expenditure in relation to total expenditure in the central
government budget over the last two fiscal years. The size varies from over
12% in Mexico to less than 2% in Uruguay. It is important that this expenditure
be presented in a transparent manner and be included in budget documents.

Table 16. Is there any independent review of the economic assumptions 
used in the budget?

Yes, independent 
panel; not a legal 

requirement

Yes, legislative 
body; legal 

requirement

Yes, legislative 
body; not a legal 

requirement
Yes, other No

Argentina ✓

Bolivia ✓

Brazil ✓

Chile ✓

Colombia ✓

Costa Rica ✓

Ecuador ✓

Guatemala ✓

Mexico ✓

Peru ✓

Uruguay ✓

Venezuela ✓

Note: Paraguay did not respond to this question.
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The following tables describe the types of off-budget expenditures
(Table 17), funds (Table 18) and loans or entitlements (Table 19) that exist in
particular countries, and whether countries with off-budget items include
information on them in budget documentation.

There is wide variation in the prevalence of off-budget items between
countries, ranging from the countries without any (e.g. Costa Rica) to Colombia
with two types of off-budget expenditure, five types of off-budget funds and
two types of off-budget loans or entitlements. Brazil is a leader in including
off-budget expenditure in budget documentation. The only other country to
do so is Chile.

4.3. Reporting to the legislature: timing

Another aspect of budget transparency is the extent to which the executive
provides access to fiscal reports to both the legislature and the public. The OECD
recommends that the legislature have access to any fiscal report it deems
necessary and that all reports should be available free to the public, including
on line.

Most countries surveyed make information on their economic
assumptions publicly available, either within budget documents or separately.
Ten of the countries surveyed make their medium-term fiscal policy objectives
available to the public; the exceptions are Costa Rica, Ecuador and Paraguay.

Figure 11. Approximately how large is off-budget expenditure in relation 
to total expenditure in the central government budget?1

1. Only 7 of the 13 countries replied to this question.
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Budget transparency is also concerned with the provision of information in
a timely manner, providing sufficient time to enable effective scrutiny. As
demonstrated in Figure 12, most countries present the budget proposal to the
legislature between three and five months before the beginning of the fiscal
year. This is in line with OECD best practices guidelines, which state that the
legislature should receive the budget proposal at least three months before the
beginning of the fiscal year in order to have adequate time to review it properly.
The exception here is Venezuela where the budget is submitted only one month
before the beginning of the fiscal year. Also, in Mexico the budget was submitted
one month before the beginning of the fiscal year in the previous to last fiscal
year; it was increased to 3.5 months in the most recent year.

According to the “OECD Best Practices for Budget Transparency”, the
year-end report is the government’s key accountability document. The year-end
report should be audited by the supreme audit institution and released within
six months of the end of the fiscal year. While all respondents to this survey
publish final audited accounts, the timing of their release varies considerably
(Figure 13). Over half of the countries (Brazil, Chile, Costa Rica, Guatemala, Peru,
Uruguay and Venezuela) meet the OECD recommendation that the report be
released within six months of the end of the fiscal year.

While only seven of the countries that completed the 2006 survey also
participated in the 2003 survey, among those that did, these are positive trends
in the transparency of documentation provided to the legislature. During this

Table 17. Inclusion of off-budget expenditures in budget documents

Type of off-budget expenditure Countries with this off-budget expenditure
Those that include the expenditure 
in budget documentation

Public-private partnerships Bolivia, Brazil, Ecuador, Mexico, Peru. Brazil, Mexico, Peru.

Funds for higher education Bolivia, Brazil, Colombia. Bolivia, Brazil.

Public health care funds Bolivia, Brazil, Uruguay. Bolivia, Brazil.

Social security funds Bolivia, Brazil, Colombia, Peru. Bolivia, Brazil.

Public sector pensions Brazil. Brazil.

Private finance initiative Mexico, Peru. Mexico.

Other Argentina: decentralised organisms, 
fiduciary funds, and funds to public firms.
Brazil: to produce money.
Chile: petrol price stabilisation funds, 
expenditures in interest rates and consumption 
goods and services generated with 
the resources of the Ley Reservada del Cobre.
Guatemala: off-budget expenditures 
are not allowed.
Mexico: there are investment projects 
in infrastructures with a different impact 
on public expenditures (PIDIREGAS).
Venezuela.

Brazil, Chile.
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time period, both Chile and Colombia have started to link appropriations to the
appropriate administrative unit, and Colombia now includes fiscal policy
objectives in the budget. Additionally, Mexico now includes budget plans for off-
budget expenditures.

Table 18. Inclusion of off-budget funds in budget documents

Type of off-budget fund Countries with this off-budget fund
Those that include the fund 
in budget documentation

Revolving funds Argentina, Ecuador, Uruguay. Argentina.

Trading funds (for business activities 
and commercial services carried out 
by the government)

Argentina, Colombia. None.

Emergency or contingency funds Brazil, Ecuador. Brazil.

Donor funds Brazil, Ecuador, Uruguay. Brazil.

Stabilisation funds Chile, Colombia, Ecuador, Peru, Venezuela. Chile, Venezuela.

Expenditure financed by external 
loans

Brazil, Mexico, Uruguay. Brazil, Mexico, Uruguay.

Budgets of autonomous 
or decentralised agencies

Argentina, Brazil, Colombia, Uruguay. Brazil, Colombia, Uruguay.

Military expenditure Brazil, Chile, Colombia, Ecuador, Uruguay. Brazil, Chile, Uruguay.

Special accounts managed 
by the central budget authority

Ecuador, Venezuela. None.

Special funds for the judiciary 
or justice programmes

Argentina, Ecuador. None.

Special funds for specific one-year 
expenditure

Argentina, Brazil. Brazil.

Other Colombia: fiscal funds of primary sector 
(agriculture).
Mexico: there are two funds for financial rescue, 
one for the banking system (IPAB) and one 
for the privatisation of routes (FARAC), 
which are not taken into account 
in the traditional budget deficit.

Mexico.

Table 19. Inclusion of off-budget loans or entitlements in budget documents

Type of off-budget loan or entitlement
Countries with this off-budget loan 
or entitlement

Those that include the loan 
or entitlement in budget 
documentation

Direct loans (i.e. loans financed from taxes 
or levies)

Brazil, Mexico, Uruguay Brazil, Mexico

Loan guarantees (guarantees by the 
government to non-governmental lenders)

Argentina, Brazil, Colombia, 
Mexico

Argentina, Brazil

Tax expenditures (exemptions, allowances, 
credits, rate relief or deferrals)

Argentina, Brazil, Colombia, 
Ecuador, Mexico, Peru, Venezuela

Argentina, Brazil, Colombia, 
Mexico, Venezuela
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5. Conclusion

Since the 1990s most Latin American countries experienced pressure to
improve fiscal discipline and transparency. In response, many governments
sought to reform the structure of their economy and their budgetary institutions

Figure 12. In practice how far in advance of the beginning of the fiscal year 
has the executive presented its budget to the legislature?

Figure 13. Number of months after the end of the budget year 
that final audited accounts are published
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and processes. This article provides a snapshot of the status of budget
institutions, procedures and practices in Latin American countries based on the
results of the OECD 2006 budget survey. It offers an overview of several important
aspects and changes in budgeting, including the introduction of budget laws,
the role of the legislature, the development of fiscal rules and medium-term
expenditure frameworks, the development of performance information, and
changes in budget transparency.

There are several significant findings. The majority of countries now have
an organic budget law. Most countries introduced these laws in the late 1990s
and 2000s. In general, the form and the structure of the annual budget are
regulated by the organic budget law or by the annual budget law.

The role of the legislature in the budget process is heterogeneous across
Latin American countries. In all the countries surveyed, the legislature can
modify the executive’s budget proposal; however, there is a wide variation in the
degree to which they can alter the budget. Despite the legislature’s formal right
to amend the budget, in practice there are few actual budget amendments. A
common feature in Latin American countries, which is corroborated by this
survey, is the concentration of power in the hands of the executive in the policy-
making process in general and in the budget process. This is highlighted by the
fact that the executive has formal veto authority over budgets approved by the
legislature in 10 out of the 13 countries.

Most countries introduced reforms which sought to improve aggregate fiscal
discipline and the efficiency and effectiveness of the public sector. The majority
of countries have a fiscal rule (11 out of 13) although there is wide variation in the
type of rule. Seven Latin American countries have introduced medium-term
expenditure frameworks. Countries have also adopted other reforms to control
expenditure in the budget formulation and execution processes.

Another recent budgetary reform is the development of performance
measures (outputs and outcomes) and evaluations. Within the last five years, a
number of Latin American countries have introduced performance measurement
systems for at least some programmes. In the majority of countries, these
reforms are enacted in legislation. While progress has been made with the initial
development of performance information frameworks, many countries are
struggling with improving the quantity and quality of performance information.
Similar to OECD countries, they are also facing the challenge of improving the
use of performance information by politicians and managers in decision-making
processes.

Finally, a key challenge for Latin American countries is to foster and
achieve budget transparency. Most of the countries have made many
improvements in this field, enhancing transparency and boosting confidence in
the budget process. In nearly all countries, the executive presents the budget
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proposal to the legislature between three and five months before the beginning
of the fiscal year. Most countries regularly publish economic assumptions in
budget documents, but only around half of the countries conduct an
independent review of these assumptions. Many countries have off-budget
expenditures and there is an extensive variation in the type of off-budget items.
More importantly for transparency, there is also a wide variation in the extent to
which these expenditures are reported in budget documentation.

In summary, in most Latin American countries pressure to obtain and
maintain healthy fiscal outcomes remains high, as does the need for budgetary
institutions which support this objective. While the majority of countries have
introduced several reforms, including fiscal rules, a medium-term expenditure
framework and performance information frameworks, in some countries these
reforms are still under development.

The results of the survey provide a unique source of comparative data on
budget institutions and procedures in Latin American countries. The OECD
will continue to collect these data, and in 2007 a revised version of this survey
will be issued. The results presented here and the survey data available on line
are intended to contribute to and stimulate future research, debate and
discussion on budgetary institutions and reforms in general and specifically in
the Latin American context.

Notes

1. The OECD would like to thank all the government officials who filled in the
questionnaire.

2. This survey was conducted in co-operation with the Inter-American Development
Bank (IADB) and the Public Policy Group of the London School of Economics. The
IADB provided financial support to assist with carrying out this survey.

3. For the results of this survey, see Curristine (2005).

4. The countries that participated in both the 2003 and 2006 surveys are Argentina,
Bolivia, Chile, Colombia, Mexico, Peru and Uruguay.

5. In total 28 countries completed the 2005 OECD survey on performance
information in the budget process: 26 of the 30 OECD countries and two observer
countries (Chile and Israel).
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