
Australian Journal of Public Administration, vol. 75, no. 4, pp. 409–423 doi:10.1111/1467-8500.12228

Research and Evaluation

Organization and Reporting of Public Financial
Accounts: Insights and Policy Implications
from the Singapore Budget

Chang Yee Kwan
Xiamen University Malaysia & National Chengchi University

Azad Singh Bali
National University of Singapore & Murdoch University

Mukul G. Asher
National University of Singapore

This paper analyses the Singapore government budget’s organization and reporting struc-
ture, and draws lessons and policy implications for improving public financial management
practices. The paper finds that Singapore’s fiscal marksmanship record has been poor with
consistent underestimates of revenue and overestimates of expenditure. Second, subtle diver-
gences from international reporting standards limit the information available and constrain
the budget’s analytical usefulness in international comparisons. Third, current reporting con-
ventions of the budget fail to provide an adequate representation of the government’s fiscal
position. Fourth, revised estimates of budgetary balances in line with international reporting
standards show a considerable increase in the fiscal space available. The policy implications
of these findings are discussed, as well as some reporting changes which can help improve
the fiscal marksmanship record, increase public sector transparency and accountability, and
facilitate better quality discourse among all stakeholders on public financial management.
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Introduction

A government’s annual budget statement and
the accompanying documents present estimates
of the public sector’s available financial re-
sources, its current and future liabilities, and its
ability to meet expenditure needs in the coming
financial year. Besides a key source of informa-
tion about the government’s fiscal position, the
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peting interests in any way for the work done in this paper.

annual budget also spells out the forthcoming
policy agenda and realization prospects (Kioko
et al. 2011). However, current reporting prac-
tices of most government’s budgetary accounts
often provide too little, or even hinder, under-
standing of public finances (Chan 2003; Prowle
et al. 2012).

This is cause for concern as, besides ensur-
ing the continued functioning of the govern-
ment, the annual budgeting exercise also carries
the potential to influence the economy’s future
allocative and redistributive outcomes. Thus,
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accurate representation and understanding of
the government’s fiscal position is critical for
effective policy discourse and implementation.

This paper examines the organization and
reporting of Singapore’s public budgetary ac-
counts as an illustrative case to better exposit
these issues. Asher et al. (2015) had previously
reviewed the broader historical characteristics
of Singapore’s public financial management.
The focus here is on the accounts presented for
Years of Assessment 2006 to 2016 in the Bud-
get Highlights document – operating revenue
and its components, total expenditure,1 special
transfers, net investment returns contribution,
and the primary and overall budget balances.

Despite the country-specific focus, it should
be stressed that the analytical and policy im-
plications of the paper apply broadly to all
budgetary authorities. In particular, developing
economies need to be mindful of the impor-
tance of greater accuracy and integrity in their
revenue and expenditure estimates, and better
understanding of the implications in what is
being reported.

Analytical focus on the Singapore govern-
ment budget (‘the budget’ henceforth) has
largely been on its role in facilitating economic
development (Huff 1995) and, more recently,
the potential for enhancing social protection,
e.g. Asher et al. (2015). Expenditure on social
protection in the form of social pensions and in-
surance has been historically low in budgetary
spending allocations. However, changes to the
existing ideology and practice of public finan-
cial management will be necessary to meet in-
creasing expectations for better economic se-
curity, lower expected growth prospects, and a
rapidly aging population (Asher et al. 2015).

The Budget Highlights forms the main ba-
sis for the fiscal policy debates which are
conducted subsequent to each budget reading.
Understanding its reporting and informational
limits has direct bearing on the type and qual-
ity of discourse that is possible on public fi-
nancial management. In particular, its report-
ing caveats holds considerable significance as
even (seemingly) minor differences or devia-
tions from internationally accepted guidelines
can raise misleading impressions about the gov-
ernment’s true fiscal position. In turn, this could

lead to the introduction of inappropriate pub-
lic policies, with considerable socioeconomic
effects.

The primary conclusion of this paper is that
the Singapore budget falls considerably short in
being able to facilitate the conduct of a sound
and/or informed policy discourse. In particular,
subtle divergences from international report-
ing standards limit the quantity and quality of
analytically useful information available, and
these possess a strong liability to influence per-
ceptions about the public sector’s actual fiscal
standing. This also undermines perceptions of
transparency and public sector accountability.

Broadly, the current reporting scope and
structure presents an inadequate/incomplete
representation of the Singapore government’s
fiscal position, and need to be reviewed and
remedied. The key findings of this paper are as
follows.

Firstly, regular budget deficits are forecasted
by typically underestimating expected revenues
for the coming year and overstating expendi-
tures. The realized budget balance however,
exhibits a surplus or, at least, a considerably
smaller deficit than what was initially pre-
sented. This is typically justified by policymak-
ers as a ‘prudent’ fiscal policy practice, but con-
sistent (and persistent) unidirectional forecast
errors cannot be considered to be such. Rather,
this creates fiscal illusions about the true rev-
enue and expenditure capacity of the public
sector to Parliament and other stakeholders.2

As will be discussed later in the paper, this prac-
tice can elicit considerable economic impact.

Secondly, several long-standing reporting
practices for certain transactions further serve
to deflate the reported budget balances. These
include the categorization of income from the
lease of land as capital income when it should
be treated analytically as a complicated excise
tax (this aspect will be further discussed later
in the paper), and labelling budgetary transfers
to endowment and investment funds as expen-
diture. Revising the budget balances in accor-
dance with international reporting classifica-
tions and standards suggests that Singapore’s
fiscal space is considerably larger than what is
reported by the budget. This is notwithstand-
ing the considerable absence of disclosure on
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the (financial) size of activities undertaken by
various ministries and statutory boards, and the
assets and liabilities of the government.

It should also be noted that current report-
ing protocols do not conform to the Interna-
tional Monetary Fund’s (IMF) Global Finan-
cial Statistics Manual (GFSM) 2001 which
Singapore formally subscribes to.3 Subse-
quently, broader implications of these reporting
inconsistencies vis-à-vis international norms
include: (1) compromising the validity of pol-
icy inferences or recommendations from cross-
country studies which use officially reported
data prodigiously; (2) inadequate disclosure
about the availability of resources for social
policies such as the provision of intergenera-
tional transfers and the introduction of social
risk pooling without the need to raise taxes;
and (3) an implicitly higher level of political
risk than what may be perceived on the ba-
sis of broad sociomacroeconomic surveys and
statistics.

Finally, simple amendments and additions to
Singapore’s existing budgetary reporting prac-
tices will serve to raise its informative con-
tent considerably. These include greater dis-
aggregation in the reporting of various stocks
and flows by individual ministries and statutory
boards with their respective uses; disclosure of
the actual size of investment income (or pro-
portion used) from state-affiliated investment
entities; and closer adherence to the reporting
definitions in the GFSM. A tax expenditure
statement will improve the government’s fiscal
marksmanship performance and reduce the po-
tential for disruption to business planning from
(plausibly) unforeseen or unanticipated tax lia-
bilities/reliefs.

The rest of the paper is organized as follows.
Section Fiscal Marksmanship, 2006-2014 eval-
uates the fiscal marksmanship performance be-
tween 2006 and 2014 using the official revenue
and expenditure reports, and discusses some
of the potential effects. A detailed examination
has not been undertaken for the Singapore bud-
get in recent years and this paper fills the gap
in the literature. In Section Fiscal Space, the
budget’s reporting idiosyncrasies are first dis-
cussed, followed by a (limited) revision of the
budgetary estimates in the spirit of the GFSM.

The influence of the budget’s reporting prac-
tices in shaping policy discourse is then illus-
trated by considering the case of providing a so-
cial pension in Singapore. Section Concluding
Observations concludes the paper with a brief
summary of the main findings, recommended
changes to the budget’s current reporting prac-
tices, and key policy lessons.

Fiscal Marksmanship, 2006–2014

Data

Fiscal marksmanship performance is assessed
by the size of the errors between revenue and
expenditure forecasts and the actual realized
amounts. It provides an indication of the gov-
ernment’s accuracy and efficiency in planning
and resource acquisition for its policy objec-
tives. Regular fiscal marksmanship exercises
will serve to ensure that both the forecasting
model and the assumptions used for budgetary
planning remain relevant.

Budget documents from 2002 are publicly
available on the Singapore government bud-
get website at http://www.singaporebudget.
gov.sg/. Since 2005, the documentation for each
edition consists of the budget speech, the Bud-
get Highlights which reports the key policy ini-
tiatives and revenue and expenditure data, and
the Budget Book – Revenue and Expenditure
Estimates which reports the breakdown of rev-
enues by source and expenditures by depart-
ment or aggregate purpose.

Data for this paper are obtained primar-
ily from the Budget Highlights and, because
of some organizational restructuring, supple-
mented by the Budget Book. For international
comparisons, data from the IMF’s Fiscal Moni-
tor and the Statistical Database System (SDBS)
of the Asian Development Bank (ADB), which
follow the budget’s fiscal year reporting of
April to March, are used. Data from IMF Ar-
ticle IV consultations are not included here as
these are reported on a calendar year basis. The
analysis begins from 2006 to align with the re-
porting period in the Fiscal Monitor.

The reporting structure for each edition of the
budget presents the anticipated fiscal position
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for the forthcoming year of assessment, revised
estimates for the current year, and the revenue
and expenditure outturns of the previous. Cash
accounting is used in presentation of the budget
to the Parliament and all revenues and expen-
ditures are reported in nominal terms.4

Budget Aggregates – Macro Implications

From the accounts reported in the Budget High-
lights, the following errors: (1) the difference
between the budget outturn and initial fore-
casts; and (2) the difference of the outturn with
the revised estimates, can be calculated for
operating revenue, total expenditure, the pri-
mary balance, special transfers, net investment
returns contribution, and the overall budget
balance.

The first validates the structural and behav-
ioral assumptions underpinning the forecast
model. As revised estimates incorporate all new
and available data and information since the
budget’s initial preparation, the second set of
errors provides inference as to the extent that
all relevant information is included in the esti-
mation process. A priori, errors of the revised
estimates-outturn are likely to be smaller than
from the initial forecasts. However, systemic
forecast biases may be inferred if there is per-
sistence in the signs and/or sizes of the errors.

Table 1 reports the estimation errors of the
main budget aggregates in absolute terms and
as a share of GDP for 2006 to 2014.

The classification of these aggregates ad-
heres to the official organization and reporting
in the Budget Highlights. The general trend in
Table 1 indicates that preliminary forecasts of
the budget balances were consistently underes-
timated by up to almost 3.1% of nominal GDP.
Revised estimates were more accurate but with
a systemic bias towards the reporting of budget
surpluses.5

Analytically, assuming that public spending
leads to a Keynesian-type expansion in output
and public and private consumption are
substitutes, a higher level of public sector
consumption raises aggregate output and
welfare. Subsequently, a smaller realized
expenditure suggests lower consumption of
final goods and services by the public sector,

and both the short-run expansionary effects
and welfare gains of public spending are likely
to be smaller than anticipated.6

Furthermore, the composition of operating
revenue can be broadly classified into: in-
come tax, the Goods and Services Tax (GST),
asset and other taxes, and nontax revenue.
Between 2006 and 2014, taxes contributed
approximately 89% of operating revenue. By it-
self, taxation necessarily imposes welfare costs
from a reduction in disposable income (con-
sumption) and a deadweight loss to society
(Browning and Liu 1998). Together with lower-
than-planned public expenditure, the substan-
tial proportion of taxes to operating revenue
and higher outturn suggests that any postulated
short-run Pareto improvements of the budget
will be considerably muted.

A note of caution is needed here. Forecast er-
rors as reported in Table 1 are often indiscreetly
referred to the budget as having been more
expansionary (contractionary) than planned.
However, such inferences are underpinned by
an implicit (and stringent) ceteris paribus as-
sumption. Failing which, conclusions about the
budget’s effects on economic activity are po-
tentially spurious.

Instead, the extent of the budget’s influence
on economic activity can only be determined
by an appropriate functional specification of
the economy and its overall impact – the fiscal
impulse – depends on the simultaneous interac-
tions of public expenditure with various factors
such as the elasticity of substitution between
goods, the income elasticity of demand, the
source, and/or the focus of the stimulus, etc.
Assessment also needs to be done relative to
a benchmark, such as the previous year’s eco-
nomic performance.7

Operating Revenue Forecasts – Distributive
Implications

Claus et al. (2014) review the distributional im-
pacts of various government expenditures by
purpose but considerable aggregation in the
composition of public spending in the bud-
get – reported as just operating expenditure
and development expenditure – prevents any
useful analysis about the optimality and overall
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impact of current spending practices on dis-
tributive outcomes.

In comparison, greater disaggregation in the
reporting of revenue sources offers some scope
for intuition of the budget’s distributive impact.
Table 2 reports the forecast errors for the four
broad revenue groups. Unlike the budgetary ag-
gregates, no clear indications of systemic fore-
cast errors emerge from any revenue source.
But income tax and the sum of asset and other
taxes appear the most pertinent in the forecast
errors of operating revenue.

Disaggregated, underestimation of corporate
income tax accounts for the largest share of
income tax revenue errors while stamp duty
shows the largest fluctuations in asset and other
taxes.

Following Das-Gupta (2015, Table 6.1), per-
sonal and corporate income taxes are typically
progressive while stamp duty and nontax rev-
enues are assessed to have no direct effects
on income distribution. However, the latter can
still affect income inequality if they impinge on
allocative efficiency. In this case, the choice of
revenue instruments suggests (some) progres-
sivity by design in resource acquisition. This
impression is enhanced by the higher resulting
corporate income tax collection. However, reg-
ular higher corporate tax outturns potentially
disrupt business and investment planning and
affect allocative efficiency. The latter is exac-
erbated by the lower-than-planned expenditure
of the public sector (Table 1), with (indirect)
consequences to inequality.

Asher et al. (2015) argue that, as a whole,
the tax system is (implicitly) regressive due to:
(1) tax exemptions to capital gains and divi-
dend and interest income; and (2) wealth ef-
fects, particularly on retired households, from
the erosion in real asset and savings values fol-
lowing the introduction of the GST in 1993.
Furthermore, while personal (labor) income tax
rates are progressively structured,8 the number
of personal income tax payers is approximately
37% of the total labor force in 2013, a signif-
icant number of whom are not resident Singa-
poreans – referring specifically to Singapore
citizens and permanent residents.

Thus, the majority of the resident Singa-
porean workforce is unaffected by the progres-

sively designed tax treatment of personal labor
income.

Next, despite the higher corporate income
tax revenue collection, the tax incidence is un-
clear. Clausing (2012) reviews the literature on
corporate tax incidence and, despite some in-
conclusiveness, suggests that capital owners are
more likely to bear the tax burden than labor.9

However, capital income – capital gains and
dividends – which typically accrues more to
higher income groups is tax exempt in Singa-
pore. The absence of corresponding increases
in government expenditure with higher cor-
porate tax revenues implies that the overall
distributive impact of the budget is arguably
regressive.

Instead, progressivity is likely to be better
achieved by (regular) budgetary transfers to
households (Heijdra and Ligthart 2002) – an
expenditure feature that is conspicuously ab-
sent in the budget – than from the design of
revenue instruments. However, greater disag-
gregation of revenue and expenditure by source
and purpose, and a longer time span of data than
what is presently available are required for a
more conclusive analysis.

Fiscal Space

Accounting Caveats

Classification idiosyncrasies of a budget may
be argued to reflect country-specific nuances,
but they can compromise the informational in-
tegrity and comparability of the data vis-à-
vis international standards. Reasons of polit-
ical economy and cross-country comparability
also compel the need for the reported data to
adhere to international standards such as the
GFSM.10

Nomenclatural differences of the budget
include the labeling of the (GFSM’s) overall
fiscal balance as the primary balance by the
budget, while the overall balance is the (ap-
proximate) equivalent of the GFSM’s primary
balance. A third balance – the basic balance –
does not appear to have an international
equivalent and its functional purpose for in-
clusion is unclear. For the rest of the paper, the
terminology used follows that of the budget.
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Conceptual definitions of several key bud-
getary accounts also differ from the GFSM.
Among others, the composition of operating
revenue does not include investment and capi-
tal income. Net lending is also excluded in de-
termining the budget balances.11 Adding to the
inaccuracy and misperception about the gov-
ernment’s fiscal position, debt servicing (in-
terest receipts and expense) is reported in the
Budget Book but not included in determination
of the overall balance.

Land Revenues
A long-standing reporting practice in the bud-
get is to classify revenue from land sales as
capital income12 (and excluded from operat-
ing revenue). In line with the GFSM, proceeds
from land sales are categorized as capital in-
come only if there was a permanent transfer in
ownership or depreciation in value. Otherwise,
these are classified as rents and included as a
component of operating revenue.

Constitutional arrangements in Singapore re-
strict transfers of land ownership. The sale of
land refers primarily to the sale of land use
rights in the form of long-term leases than ac-
tual ownership. These are de facto land rental
payments which form a part of a cost of produc-
tion, and potentially shifted to intermediaries
and final consumers. As such, land revenue is
better regarded (analytically) as a complicated
excise tax (Asher et al. 2015). Furthermore,
if there was transfer in land ownership, this
should be reflected by a change in assets in the
government’s balance sheet.

However, reporting of the government’s as-
sets and liabilities comprises of a single sheet
where assets consist of cash and four aggre-
gated investment components – value of land is
not reported – totaling (as of 2013) over 220%
of GDP. Such ‘parsimony’ prevents verifica-
tion of any land ownership transfers. It also
raises considerable concern about accountabil-
ity and transparency in the use and management
of public finances and assets.

Budgetary Transfers
Classifying budgetary transfers to endowment
and investment funds as expenditure is simi-
larly discrepant with the GFSM. Such transfers

are considered as additions to national savings
and, such as budget surpluses, accrue to the
government’s assets and liabilities and not be
treated as expenditures. Unless part of such a
sum, or the income generated, is used to procure
final goods and services or other general gov-
ernment operating expenses, budgetary trans-
fers to endowment and similar funds should
not be reflected as an expense in the current ac-
count nor included in determining the budget
balances.13

Transfers in the budget (‘Special transfers’
which do not include transfers endowment and
trust funds) are excluded from the primary bal-
ance and only considered in the overall budget
balance. These typically comprise of various
rebates and one-off grants to households and
firms. Transfers of resources from the govern-
ment enlarge consumption opportunities and
raise national income in the short-run (Chapter
4, IMF 2001). Thus, excluding the allocations
to endowment and investment funds, transfers
should be considered as a current expense and
a determinant of the primary balance.

Budget Balance Revisions

Adjustments to the data and/or the analytical
interpretations are necessary if the budget is
to be used as a basis for policy debates. For
some comparability with international report-
ing standards, revisions to the officially re-
ported budget balances require: (1) the inclu-
sion of income from land sales to operating
revenue; (2) adding special transfers to total
expenditure; (3) including investment income
(NIRC) in operating revenue; and (4) deducting
transfers to endowment and investment funds
from total expenditure.

Figure 1 presents the revised primary balance
(revised measure) as a percentage of GDP, the
officially reported balance in the budget (of-
ficial measure), and the balances reported in
the Fiscal Monitor (IMF 2015) and the ADB’s
SDBS for 2006 to 2013. Data for the interna-
tional comparators for 2014 were unavailable
at the time of writing.

The primary balance offers a measure of
the government’s ability to meet its imme-
diate expenditure needs. Unsurprisingly, the
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Figure 1. Primary Balances, 2006–2013 (as a Percentage of GDP)
Sources: Authors’ calculations, Budget Highlights, IMF – Fiscal Monitor, ADB – SDBS.

revised measure which includes revenue from
the sale of land and the exclusion of endow-
ment/investment fund transfers suggests a con-
siderably larger primary surplus than what was
officially reported.

Overall balances, which provide a prelimi-
nary assessment of the government’s ability to
service its medium- to long-term obligations,
exhibit similar (Figure 2). Note that the revised
primary and overall balances are identical in
this case. This is not unusual, e.g. Das-Gupta
(2015), and is largely, but not only, due to the
lack of disaggregation in reporting.

Adjusting for operating revenue and expendi-
ture with respect to income from land sales and
various transfers, the revised measures were an
average of approximately 6% of GDP over the
period. This suggests a more optimistic fiscal
position than what is reported by the official
measures. Enhanced by the fact that net pub-
lic debt in Singapore is a surplus (Asher et al.
2015), it is clear that the government has lit-
tle difficulty in meeting both immediate and
longer term fiscal obligations. This is in con-
trast to the implications of the near-balanced
budgets as measured by the official measure.

The revised measures are also in closer ad-
herence to those reported by the IMF and ADB,

suggesting that the revisions undertaken are
both plausibly appropriate and consistent with
international reporting norms. However, some
caution needs to be exercised when interpret-
ing Figures 1 and 2 for policy discussions.
Firstly, some incorrect inclusions/exclusions
were unavoidable in the absence of a more de-
tailed breakdown of revenue and expenditure.
As mentioned, net lending, debt servicing, and
capital income are not reported in the Bud-
get Highlights and were not included in the
revised measure. However, these transactions
are small relative to the sizes of land sales in-
come and transfers. In the broader scope of this
paper, noninclusion has little impact on either
the overall budget balance or the implications
arising from the prevailing reporting practices.

Secondly, the budget per se is not a reli-
able indicator of the size of the public sector
(Asher et al. 2015). Total (officially) reported
expenditure has been below 15% of GDP be-
tween 2006 and 2013 but various ministries
and statutory boards regularly hold mandates
to undertake financially significant projects
such the provision of public housing, infras-
tructural capacity building, and as investment
vehicles for the government’s surplus funds.
These possess considerable autonomy in their
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Figure 2. Overall Balances, 2006–2013 (as a Percentage of GDP)
Sources: Authors’ calculations, Budget Highlights, IMF – Fiscal Monitor, ADB – SDBS.

(budget-financed) operations (Blöndal 2006).
But current aggregation in reporting limits dis-
closure of their respective financial stocks and
flows as there are no details corroborating ex-
penditure by the source and its corresponding
purpose in the budget.

The inaccuracy of reporting is enhanced by
an ambiguity about the size of investment in-
come. As neither total returns nor the specific
percentage which is transferred are disclosed,
the lack of disclosure also carries implica-
tions for governance, particularly as the NIR
and related frameworks’ portfolio of funds in-
cludes mandatory contributions for retirement
savings14.

The lack of information with respect to how
the revenue and expenditure estimates are com-
puted presents a further source of error. This is
unlike other developed economies such as the
UK (Mosley 1985) where the forecast model
is publicly available, or accessible on request
from the relevant authorities. Thus, there is no
possibility of verifying the appropriateness of
the estimation methodology and validity of the
base assumptions used.

Essentially, revisions as done here remove
some inconsistency in reporting, but discrep-
ancies between the reported and the true fis-
cal position should not, and cannot, be dis-

missed in any policy discussion predicated on
the budget.15

Policy Significance

The budget’s influence of in molding policy
discourse is better illustrated by considering
the capacity of the public sector to enhance
retirement financing.

Retirement financing in Singapore is based
on the premise that sufficient savings can be
accumulated over the course of one’s working
life with a state-micromanaged provident fund
– the Central Provident Fund (CPF). Asher and
Bali (2014) assess and contend that the present
reliance on mandatory savings is unlikely to be
adequate for retirement needs and, in particular,
to alleviate relative poverty. These are exacer-
bated by the absence of social risk pooling.16

There is a historical emphasis on reliance
away from the state in retirement financing and
little demonstrated willingness by the public
sector to enhance retirement security by, for
example, the provision of a budget-financed
social pension. The analyses in Sections Fis-
cal Marksmanship, 2006-2014 and Budget Bal-
ance Revisions strongly suggest that official
statements asserting the need for higher in-
come taxes, which are a drag on economic
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growth, to finance the additional expenditure
are erroneous,17 e.g. Shanmugaratnam (2015).

Notwithstanding the ambiguity of tax in-
creases on growth, e.g. Myles (2000) and Gale
and Samwick (2014), static estimates for a uni-
versal social pension at 20% of the median
wage suggest that a fiscal cost of approxi-
mately 0.78% of nominal GDP in 2012 (Asher
and Bali 2014, Table 12.1). For a (more gener-
ous) benefit of 20% of per capita GDP, this in-
creases to nearly 3.5% of GDP in 2030.18 From
Figures 1 and 2, it is clear that, with closer
reporting adherence of the official measure to
international standards, there is sufficient fis-
cal space to finance the social pension without
the need to make adjustments to existing tax
rates.

Broadly, affordability assessments of a so-
cial pension (in this case) or other expenditure
assessments are construed on the information
available in the budget. This is dependent on
the budget’s organization and reporting, and
the degree of understanding of the limitations
imposed by the reporting structure. These im-
pinge on the factual and perceptual validity of
any policy analysis or discussion that is made
on the basis of the budget’s reporting. In partic-
ular, cross-country comparisons which fail to
take differences in reporting practices into ac-
count are potentially misleading and unlikely
to be valid.

In essence, the conduct of sound public fi-
nancial management and administration re-
quires, firstly, awareness of the unintended con-
sequences arising from budgetary reporting
practices such as over- or underestimating of
budget forecasts. Secondly, the conduct of reg-
ular fiscal marksmanship exercises to assess the
accuracy and efficacy of the underpinning bud-
geting processes. And thirdly, ready accessibil-
ity to better quality data, information about the
budgeting practices, and its divergences from
internationally accepted accounting standards
to various stakeholders.

Concluding Observations

The annual budget plays an important role in
establishing the policy intents and objectives of

the fiscal year. An examination of the documen-
tation and reporting practices of Singapore’s
publicly available budgetary documents from
2006 to 2016 strongly suggests that the budget’s
current scope of reporting significantly misdi-
rects and inhibits the quality of public policy
debate and research.

The findings of this paper are broadly as fol-
low. Firstly, fiscal marksmanship of the Singa-
pore Budget has been poor with systemic un-
derestimates of revenues and overestimation of
expenditures. These impose implicit opportu-
nity costs to society including, but not only,
the welfare costs forgone from a reduction
in consumption and investment and disruption
to business planning. Besides focusing on the
sizes of the budget balances, there is also need
to pay attention to the signs and sizes of the dif-
ference between budget forecasts and outturns
at both aggregative and disaggregated levels.

Secondly, there are clear inconsistencies in
the classification of budgetary transactions
from the GFSM, which Singapore officially
subscribes to. This can impede discourse and
the introduction of relevant policies to man-
age changing socioeconomic conditions, e.g.
Singapore’s demographic changes to an aged
society. Budget balance revisions in line with
the GFSM suggest there is potentially greater
fiscal space available for reform initiatives,
such as the provision of a budget-financed so-
cial pension, that were previously (and consis-
tently) impeded by fiscal illusions of the public
sector’s resource availability.

Subsequently, using budgetary data as is
without giving sufficient consideration to the
specific reporting nuances and discrepancies
from, for example, the GSFM potentially gives
rise to misleading analyses. This is especially
the case in the use of cross-country compar-
isons which make liberal (and indiscriminate)
use of data without understanding the specific
contexts and origins by which the data were
obtained.

The idiosyncratic classifications of revenue
and expenditure and insufficient disclosure of
how Singapore’s budgetary data have been con-
structed is particularly dysfunctional. Asher
et al. (2015) contend that the shortfall in re-
porting, particularly about the actual size of
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investment returns contributes to a higher (im-
plicit) level of political risk than what may (of-
ten) be inferred from various economic and po-
litical assessment rankings such as the World
Bank’s Ease of Doing Business Index and
the Global City Competitiveness Index by the
Economist Intelligence Unit. In this case, risk
arises from the perceived credibility of the bud-
get’s reporting as a result of the fiscal marks-
manship performance, and variation in the size
of the budget balances between sources.

An analysis of reporting reforms is beyond
the scope of this paper but essentially, in any
organization, transparency and accountability
of allocations and transactions is necessary to
ensure good governance. In this case, poor
marksmanship and the lack of disaggregation
and consistency in reporting by internationally
recognized standards impact on the perceived
transparency of the public sector.

Diminished confidence in the global macroe-
conomic environment following the 2008 eco-
nomic crisis and global macroeconomic and
capital market developments in late 2015 and
early 2016 has renewed the importance of
sound public financial management practices
and in understanding the basis on which such
discussions are made, e.g. Tanzi (2015). Pub-
lic trust and credibility have become signif-
icantly more important for consensus-driven
policy implementation. This emphasis is even
greater for developing economies, where lapses
in confidence of the public sector’s credibility
(perceived or otherwise) can have considerable
socioeconomic effects.

What is needed is the general demonstrable
commitment towards facilitating high-quality
public debate and research on public financial
management issues. As budgetary aggregates
are typically used as the basis for policy dis-
course, a conscious awareness of the errors aris-
ing from aggregation (e.g. Morgenstern 1951)
and the manner by which such public data are
compiled is also necessary.

Greater disclosure of the various stocks and
flows of the various ministries and statutory
boards and of investment income, closer ad-
herence to the GFSM and the reporting of a
tax expenditure statement19 will serve to raise
confidence and the analytical usefulness of the

budget. These are not necessarily difficult re-
quirements to meet and can serve to raise the
budget’s informational content. They also serve
to orchestrate and display effort towards greater
transparency and disclosure.

Budgetary authorities will need to assess and
adapt the necessary changes accordingly but it
is clearly conceivable that a number of changes
brought up in this paper can be incorporated
easily into most existing reporting practices and
structures, without needing substantial modifi-
cations.
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Endnotes

1. Total expenditure differs from total outlays
in that the latter includes spending on land de-
velopment and investment which accrue to the
capital account. See Jacobs (2009) for a discus-
sion of budgeting for the capital account.

2. Fiscal illusions typically refer to where gov-
ernments impress on voters that the costs of
government expenditure – taxation – is small
and the government is able to raise taxes and
spending with minimal increases in voter dis-
content. The reverse is the case here where the
public sector consistently reports greater ex-
penditure costs to discourage demands for in-
creases in spending on public services.

3. A newer edition, GFSM 2014, was released
at the time of writing. This paper follows GSFM
2001 in line with its use in the period examined.
Also, migrating to the new edition requires a
considerable transition period and evaluating
current reporting practices against the GFSM
2014 is inappropriate.

4. A modified accrual accounting system was
used since 1999, but reporting remains on a
cash basis. See Blöndal (2006) and Asher et al.
(2015) for discussions of the differences be-
tween cash and accrual accounting and also the
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operational aspects of expenditure in the public
sector.

5. International evidence suggests that sys-
temic underestimation or overestimation is a
regular occurrence in practice. Mosley (1985)
and Rodgers and Joyce (1996) discuss some
rationales for the practice. For empirical evi-
dence, see Asher (1978) who examines India’s
budget estimates, Mosley (1985) for the United
Kingdom, and Rodgers and Joyce (1996) who
provide state-level evidence of the practice in
the United States. Beetsma et al. (2013) de-
compose the budget balance forecast errors for
the members of the European Union and, sim-
ilarly, find the presence of systemic biases in
budgetary estimates across the bloc.

6. Note that this deduction further rests on
several other underpinning assumptions. See
Heijdra and van der Ploeg (1996) for details. In
contrast, Tan (2004) considers the case where
a reduction in government spending is ex-
pansionary. The latter is left at the reader’s
discretion.

7. See de Castro et al. (2010) and Das-Gupta
(2015).

8. In 2006, personal (labor) income tax rates
start from 0% to the top marginal rate of 22%.
The latter was subsequently lowered to 20%
in 2007. The 2015 budget announced that the
highest marginal rate will be raised to 22% from
2017. Corporate income tax rate was at 20% in
2006 and lowered to 17% over two stages in
2009 and 2011. GST was raised from 5 to 7%
in 2009. Capital gains, dividends, and interest
income are tax exempt.

9. Like the fiscal impulse, analyzing the tax
incidence requires a fully specified macroeco-
nomic model. See Fullerton and Metcalf (2002)
for an in-depth discussion.

10. Political economy and policy-based argu-
ments for internationally consistent and com-
parable reporting are covered by Smith (2001)
and Chander (2014). They will not be discussed
here.

11. See Box 4.1 of IMF (2001) in conjunction
with the budget accounts in the Budget High-
lights.

12. Before 2008, income from these transac-
tions was reported in the Budget Highlights.
Since then, these were consolidated into the
Budget Book.

13. Claims (liabilities) against the government
in the form of endowment funds increased from
SGD 49.1 billion in 2012 to SGD 53.7 billion
in 2013, close to the reported SGD 5.6 bil-
lion of transfers reported in the budget. While
beyond the immediate scope of this paper, it
is also worth noting that substantial cash is
held by the government. For 2013, this was
SGD123.4 billion, about 33% of GDP. This is
more than twice the government expenditure
of 13.7% of GDP. Lack of sound treasury man-
agement reflected by such a large cash holding
is not a recommended international practice.

14. A discussion is out of the immediate scope
here. Some governance implications of the cur-
rent reporting practices for investment income
were covered in Asher et al. (2015). The is-
sues raised are likely to warrant even greater
attention with the inclusion of returns from
Temasek Holdings Private Limited in the 2016
budget.

15. Morgenstern (1951) made a similar point
emphasizing the need for better understanding
the manner in which observations and data are
collected for sound policy analysis. Also see
Chander (2014).

16. Existing arrangements compromise inter-
generational equity and the longer-term liveli-
hood sustainability of the current elderly who,
on average, had shorter earnings lifecycles and
lower incomes. Women are disproportionately
affected as they are further subjected to greater
longevity risk.

17. Some intent for change was symbolized by
the introduction of the Silver Support Scheme
in the 2015 budget. The benefits prescribed
are between 2.65 and 6.63% of the 2014 me-
dian wage. Approximately 35% of the resident
population aged 65 and over are eligible with
a budgeted fiscal cost of the scheme is SGD
350 million, or just under 0.1% of GDP. How-
ever, the scheme’s focus appears embedded in
mitigating absolute than relative poverty, the
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latter of which should be the focus of concern
for high-income, developed economies.

18. Using data for 2014, a universal pension at
20% of median wage costs approximately 1%
of nominal GDP, and 1.58% for a benefit at
20% of per capita GDP. However, fiscal costs
are likely to be lower with means testing.

19. For instance, Australia is a high income
country which regularly reports a tax expen-
diture statement. See Australian Government
Treasury (2016).
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