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Slowing economy with uncertain prospects ....

WBG Global Economic Prospects December 2025

2022 2023 2024 2025 2026 2027

Europe and Central Asia 33 35 34 33 33 37

Central Asia 43 56 57 59 50 46

Central Europe 50 10 24 25 26 2.7

Eastern Europe -20.0 46 3.1 1.9 18 34

South Caucasus 73 38 57 37 33 31

Western Balkans 35 35 36 3.0 31 3.6
- Geopolitical Tensions - Technological Change

- Trade and Market Volatility - Demographic Shifts
« Cost of Living Pressures - Climate and Environmental Change
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... with fiscal pressures

« Many governments planning
fiscal consolidation and
structural changes in spending
to meet new challenges

Average Fiscal Deficit in ECA Countries

« Deficits will remain higher
than before 2010-19

« Key drivers social programs
and benefits, rising defense
outlays, public investment,
and higher interest costs

Percent of GDP

« Government debt will O 00 A0 22 A I N 9> (200
continue to increase.

Europe and Central Asia Economic Update, Fall 2025, World Bank
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Managing fiscal pressures in uncertain times

Expenditure control and aggregate fiscal discipline
Allocative efficiency and effectiveness in the use of resources.

Expenditure Analysis Expenditure Planning Risk Management
Using expenditure Using medium-term fiscal Using risk assessment
analysis and stakeholder planning horizons to and forecasting
consultation to improve manage structural scenarios to identify

the quality of spending changes in spending fiscalrisksand
decisions, guiding across multiple years, contingent liabilities and
resources to the highest- improve predictability in using risk layering to
priority programs and resource allocations for manage and mitigate
investments, improving spending agencies and fiscal risks.

efficiency and ensure fiscal and debt

effectiveness in spending. sustainability.
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Taking Stock of PFM Capabilities

Area s M OSt I n N eed Of PEFA INDICATORS: BEST, AVERAGE, AND WORST SCORES FOR 12 ECA COUNTRIES
Deve I (0 p ment (on a scale of 1 to 4, where 4 is the best)

. . . 1 Aggregate expenditure out-turn
° F | R k R t 31 Legislative scrutiny of audit reports 2 Expenditure composition outturn
I S Ca I S e p O r I ng 30 External audit 3 Revenue outturn

29 Annual financial reports 4 Budget classification
.
b P u b | I C AS S et M a n age m e nt 28 In-year budget reports 7 - \ 5 Budget documentation

27 Financial data integrity 6 Operations outside financial reports

« Medium-Term Budgeting

26 Internal audit effectiveness 7 Transfers to subnational governments

 Fiscal Strategy

8 Service delivery performance

25 Nonsalary expenditure controls - . !
information

9 Public access to information

« Public Investment —
Management

23 Payroll controls 10 Fiscal risk reporting

11 Public investment management

« Service Delivery STR——
P e rfo r m a n C e 21 Predictability of in-year allocations

12 Public asset management

20 Accounting for revenues 13 Debt management
L] L]
 Fiscal Forecast
I r I n 19 Revenue administration 14 Macroeconomic and fiscal forecasting
18 Legislative scrutiny of budgets 15 Fiscal strategy
17 Budget preparation process 16 Medium term perspective in budgeting

e Fiscal Transfers to SNGs

Best Performer Score = |Vorst Performer Score - Average Score
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Program and Performance Budgeting

2016

Implemented as of 2016

3 =

Bulgaria, Croatia, Serbia

PEMEPAL B&D:=--

Use of Performance Information

in the Budget for Evidence-Based

Decision Making: Learning from
International Experience

2023

Implemented as of 2023

11

Albania, Armenia, Azerbaijan,

Bulgaria, Croatia, Georgia,

Moldova, Montenegro, Serbia,

Turkiye, Ukraine

2024

In the preparation phase (or
expanding from pilot phases) as
of 2024

8

Bosnia and Herzegovina,
Kazakhstan, Kosovo, Kyrgyz
Republic, North Macedonia,

Romania, Tajikistan, Uzbekistan

PEMEPAL B&D:--

Budgeting, Budget Openness,

Trends in Program ing, p g
Climate Change Responsive PFM, and Health Sector PFM
Key Takeaways from the
PEMPAL BCOP 2023

Plenary Meeting

= S\~
PEMEPAL
SUCCESS STORIES

Budgeting

Sper
Stra

Streamline program structure and
align with strategic plans, functions
and services

Build a hierarchy of key
performance indicators that links
strategic objectives to operations

Assign accountability for
implementation and results within
the administration

Use horizontal / administrative
programs to capture support
functions

Educate stakeholders in legislature,
political leadership and senior
management as well as staff
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Spending and Expenditure Reviews

Undertake periodic Spending Spending Reviews in OECD Countries

Reviews to assess policy |
alignment, effectiveness and :
|

effICIenCy In Spendlng across lSpendingreviewsare underconsideration]
government or in key sectors

Secure commitment from

center of government and

collaboration of sector

ministries PEMEPAL B&3=-

Use Spending Review results in
budget process, synchronize
timing, prepare simple reports
that communicate to
stakeholders

D raW O n eXte rn a I expe rti Se Trends in PEMPAL Countries / | ‘ ll""‘.,‘
(World Bank Public Expenditure el /s |y | PRT \POleg

Reviews)
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Public Investment Management

Summary Results of IMF PIM Assessments

Focus on Ministry of Finance’s
gatekeeper role

Enforce a single project pipeline,
approved at cross-government
level, to discipline PIM process and
align with strategies

Apply screening and appraisal
methodologies that are
proportionate to cost and risks

Program implementation and
operating costs in medium-term
fiscal framework

Track and report on
implementation of major
investments, question time and
cost overruns

1. Fiscal
15. Monitoring Targets and
14. of Public Assets Rules
Management 3.00 2. National
Project and Sectoral
Implementation Planning
. 3.
13. Portfolio Coordinating
Management Between
and Oversight Entities
12. \ .
Availability of 4A- P“’J.eclt
Funding ppraisa
1. 5. Alternative
Procurement In.frastrlucture
Financing
10. Project 6. Multiyear
Selection Budgeting

9.
Maintenance

and Funding 8. Budgeting

for Investment

[ S MCD

7. Budget
Comprehensiv
eness and
Unity
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PFM Digital Readiness

World Bank GTMI Survey December 2025

GTMI Key Indicators Pts O 1 2 Tot
® Public Investment Mgmt System [-14 -14 10 2 18 30
Debt Management System 1-13 1-13 O 0 30 30
e-Procurement Portal 1-12 -12 1 0 29 30
® (Payroll System 1-10 -10 4 1 25 30
@® Human Resources MIS [-9 -9 2 3 25 30
Customs Mgmt Information System I-8 1-8 O 0 30 30
Tax Mgmt Information System |-7 -7 O 0 30 30
Treasury Single Account 1-6 -6 O 1 29 30
Financial Mgmt Information System I-5 -5 O 1 29 30
@® Government Service Bus [|-4 -4 2 3 25 30
® |Gov Interoperability Framework 1-3 -3 2 2 26 30
® \Gov Enterprise Architecture 1-2 -2 8 7 15 30
® Government Cloud I-1 -1 5 4 21 30

Invest in core management
systems for PIM, Payroll and HR

Upgrade legacy IFMIS to
support analysis and
automation of PFM processes

Integrate IFMIS and PFM core
systems

Adopt Al analytics and agents
(forecasting, automation)

Invest in digital infrastructure
for whole-of-government
interoperability

Strengthen data governance
and cybersecurity

Invest in staff analytical and
technical capacity
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Climate and Disaster Readiness

Disaster Resilient and Responsive
Public Financial Management (DRR-PFM)

Pillar 1 DRR-PFM Institutional Arrangements

Pillar 3 Pillar 4 Pillar 5 Pillar 6 Pillar 7

Planning Disaster- Budget Disaster- Disaster-
and Informed Management, Responsive Responsive
Budgeting Public Control, and Public Audit and
for Disaster Investment Reporting Procurement Oversight
Risk and Asset during
Management Management Disasters

@ Pillar 8 Social Inclusion

Undertake climate expenditure
reviews to assess climate fiscal impacts
and risks

Undertake PFM system assessments to
assess climate and disaster readiness

Prepare integrated short, medium and
long-term risk assessments that
identify and quantify fiscal impacts

Integrate climate considerations in
public investment screening and
appraisal

Align PFM system with disaster-
resilient and responsive requirements
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Citizen Engagement

PEMEPAL Ba&=-

« Publish the eight key
budget documents across
the budget cycle

Open Budget Index: Transparency 2015 and 2023

100

80

« Publish a Citizens’ Budget

- Engage and educate key ¢

stakeholders and media _ AR
. . 4
« Undertake periodic o A il
consultations on PEMSEPAL BES=- 20
budgetary policy, |
implementation and |
o

=

=

iImpacts & & & & & &S
p "?SG @qﬂg dz‘ha @Qﬂ F \b \3"'% ‘\‘ﬁ\g {(ﬁ 'CDIZ’G fﬁg\\% @Q\} Q& ‘2\*{_\{?
. ] ' @fz} S < ?:V‘?-— A «‘{VQH A S
 Investin third-party T
'

monitoring for high risk,

distributed investments 2015 w2023

IMPROVING CLARITY AND
ACCESSIBILITY OF BUDGET
DOCUMENTATION
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World Bank Support for PFM Reforms

« Analytics: system diagnostics (PEFA, PEFA, DRR-PFM, Pulse,
PIM) and expenditure analysis (PER)

- Technical Assistance: advise on design and implementation
of PFM reform strategies and technical reforms across budget
cycle

« Investment Projects: financing for IT infrastructure and .
systems, technical assistance and capacity building Adrian Fozzard

Practice Manager

- Program for Results: financing disbursed when government World Bank Governance
achieves milestones in the implementation of reforms and © onarsouoriabarior
quantifiable improvements in service performance - link core
reforms to service delivery © rzozsevoe

° . . . . worldbank.org

- Development Policy Operations: financing disbursed as o

governments approve changes in the regulatory framework
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