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Presentation 
In recent years, the Public Finance Management in Peru has 
undergone substantial changes with a more cautious, orderly 
and harmonious handling of the fiscal policy and finance, 
which today ranks us among the countries with greater 
fiscal solvency in the world. Such improvements in the Public 
Finance Management are closely linked to the development 
of an institutional framework that promotes the responsible 
management of resources. 

In 1999, the Fiscal Prudence and Transparency Act, established 
the first fiscal rules in the country, committed to achieve a 
balanced fiscal outcome in the cycle, accumulating fiscal 
surpluses in favorable periods and allowing only the moderate 
fiscal deficits and those that did not resort in periods of slower 
growth, thus overcoming the bias to the fiscal deficit. 

The responsible fiscal management and the implementation of 
the results-based budgeting approach have helped significantly to 
reduce the debt levels, improving the profile of the public debt, and 
increasing the public investment to reduce the infrastructure deficit, 
as well as increasing the social spending for reducing poverty and 
expand the public services coverage and quality.

Then, within the framework of the commitments assumed 
by the Government through various governmental periods, 
the participation of international cooperation takes relevance 
by generating continuity for the reforms and helping the 
Government to institutionalize economic policy priorities. In 
particular, the creation of the Roundtable on PFM and the 
subsequent design of the Continuous Improvement Plan, reflect 
the commitment of the Ministry of Economy and Finance to 
achieve sustained economic growth.

This cooperation model stands out for its simplicity and 
effectiveness according to the priorities of the financial 
management system and the creation of a Study Group 
as a vehicle for the elaboration and implementation of 
the Continuous Improvement Plan of the Public Finance 
Management, which in turn assists in strengthening the 
technical and functional capabilities of the stakeholders and 
decision makers.

The Public Finance Management in Peru has marked the 
difference between the times of economic instability and the 
ongoing process of growth.

Luis Miguel Castilla Rubio, Minister of Economy and Finance
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The Peruvian Experience 
From the hyperinflation to the regional growth leadership, the keys 
to stay on the path of development  

The recent history of Peru is proof that in a small 
economy with limited public resources, Public Finance 
Management makes the difference. In the last half-

century the country has marked continental records at the 
two ends of the spectrum of economic performance: the 
hyperinflation and the fall in GDP in 1985 - 1990 compared 
to the high rates of growth between 2004 and today. One of 
the big differences between one situation and the other has 
been the good management of public finances.

In addition to the reduction of the Government participation 
and intervention in the economic activity, starting from the 
1990s, Peru undertook a series of reforms in the Public 
Finance Management that have favored trust-building, 
promoted investment and contributed to mitigate the impacts of 
external shocks.

Between the main milestones of the past 20 years, the 
establishment of the independence of Central Reserve Bank, in 
1993 stands out. In 1999, the Integrated Financial Management 
System (IFMS), a computer system which aims to standardize the 
registration of the financial movements in public institutions was 
established and has been used fully since 2001. Also in 1999, a 
first Fiscal Transparency and Responsibility Act, which established 
guidelines for public spending and deficit was approved. Although 

the law was not complied in 2000, it would later start its effective 
implementation. In 2001, two Supreme Decrees were issued and 
in 2002, they ultimately became the Law of Transparency and 
Access to Public Information. In 2003, the Framework Law on 
Public Sector Financial Management was enacted, and in 2004, 
the Fiscal Decentralization Act.

However, despite these advances, Peru still needs to improve Public 
Finance Management. Reducing that gap will imply a better use 
of the taxpayers’ resources, a greater governmental capacity to 
provide the services that society needs, as well as a greater fiscal and 
macroeconomic stability.

Facing this clear need, on the initiative of the MEF, the CIP was 
born, a plan that institutionalizes the reform of Public Finance 
Management. The implementation of the CIP in Peru has been 
possible not only thanks to the measures undertaken by the 
MEF, but also to the support received from the International 
Cooperation, which has supported many of the improvement 
proposals contained in the plan. Cooperation agencies consider 
this form of organized participation as a desirable model to 
replicate in other places.

This publication collects this experience: its history, its results, 
the keys to its success and the outstanding challenges.
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other factors, contributed to this. However, the assessment 
also allowed noting some specific weaknesses in fundamental 
aspects of the system. Although the PEFA methodology did not 
go into detail about them, it was a starting point for making a 
deeper analysis of the opportunities for improvement.

This is how Peru decided to continue the discussion on the 
Public Finance Management reform further than this diagnosis, 
becoming one of the first countries to take further steps to 
deepen in the evaluation of this reform. Discussions took place 
in the MEF, the International Cooperation participated in some 
of them. In parallel, within the Ministry, and with the support of 
a group of experts provided by the International Cooperation, 
called Study Group, a Plan of action for the improvement of 
Public Finance Management began to be developed.

This interaction allowed further advancements of the 
improvement measures and its consolidation. It also allowed 
identify three key elements for its success:

• It institutionalized the reform through a plan of action 
designed within the MEF. This plan clearly communicated 
the short and medium-term horizon of the Public Finance 

Starting point: Public Finance 
Management Assessment in Peru 
An independent diagnosis on the Public Finance Management at 
the Peruvian Central Government level

In 2008, the Government of Peru began a diagnosis of the 
Public Finance Management of the Central Government, 
which consisted of a comparison of the management status in 

the past three years with respect to international best practices 
in this field. For this purpose the Public Expenditure and Financial 
Accountability methodology (PEFA) was used.

Peru was one of the first middle-income countries in carrying 
out a PEFA assessment, that is, the diagnosis of the budget 
management of the Central Government to ensure fiscal 
discipline, strategic allocation of resources and efficiency in 
its use for the provision of services, three key points for good 
Public Finance Management.
 
“[The PEFA] is a good initial diagnosis, like a blood test, useful 
for identifying basic weaknesses with reference to Public 
Finance Management.” 

José Valderrama, Member of the Study Group.

The assessment concluded that, in general, the Peruvian system 
of Public Finance Management showed a good performance 
with respect to international best practices. The absence of 
arrears and the absence of extra budgetary expenditures, among 

Management reform and identified the Government Institutions 
that should be part of this effort. Thus, in addition to the MEF, 
the Comptroller, the Congress of the Republic, subnational 
governments and agencies as the National Superintendency 
of Tax Administration (SUNAT), the Supervisory Body of State 
Contracting (OSCE), the National Civil Service Authority 
(SERVIR) and the national Superintendency of National Assets 
(SBN) were included. This plan was called Plan of Continuous 
Improvement for Public Finance Management in Peru.

“[The PEFA assessment] served as a base line. We hope to use 
it again for assessing the progress”. 

Mónica Rubiolo, Director of the Macroeconomic Support 
Division of the State Secretariat for Economic Affairs of 

Switzerland (SECO).

• It allowed a better interaction with the International 
Cooperation interested in supporting the improvement 
of Public Finance Management. On one hand, the outlook 
became clear about the path the reform should follow for 
a proper coordination between contributors and a better 
programming of their help.  On the other hand, a space for 
dialogue called Roundtable on PFM Follow-up was created, 

budget credibility, (ii) budget universality and transparency, 
(iii) budgeting policies, (iv) predictability and control 
of budget execution, (v) accounting, registration and 
information, and (vi) external review and audit.
Since its launch in 2005, until July 2013, the PEFA 
Secretariat records that the assessment has been applied 
in 143 countries and 117 subnational Governments. 
Satisfaction is high: as at October 2012, 90% of the 
evaluated countries had requested the monitoring of the 
reforms progress by means of a new evaluation after five 
years from the first.

in which contributors received first-hand information on the 
implementation of the improvement and the outstanding 
challenges, data from which they aligned their interventions.

“In Peru there were a number of important initiatives that were 
having impact, but it was necessary to unite them and shape 
them. The PEFA was key for this process”.
Andrew Lawson, Co-Director of Fiscus Limited, a consulting firm 

specialized in Public Finance.

• It emphasized the importance of having a team of 
specialists to deal exclusively with the implementation of 
the Public Finance Management improvement. This team was 
called Study Group and was financed by the Swiss Cooperation 
- State Secretariat for Economic Affairs (SECO), together 
with German Cooperation implemented by GIZ, the German 
Financial Cooperation (KfW) and the cooperation of the Belgium 
Embassy. This team of consultants, former high-level officials 
aware of day to day Public Finance Management, was given 
the task of mapping the activities the contributors were already 
carrying out and proposed a strategy for the coordination and 
continuity of these efforts as an exclusive and full time task 
within the Ministry. 

Created in 2001, the PEFA program is an initiative 
of cooperation agencies and international financial 
institutions. It has two objectives: strengthen the capacity 
of States - and own cooperation organizations - to 
evaluate the quality of the Public Finances Management, 
and establish measures to strengthen the capacities of the 
institutions involved in that management.

The analysis is both quantitative (has 28 performance 
indicators) and qualitative, and aims to identify the 
weaknesses in basic elements of the management: (i) 

      What is PEFA?

11



12 13

The PEFA assessment was carried out in Peru between 2008 
and 2009. It was by the MEF initiative and received funding 
from the European Commission and had the participation of 
the World Bank and the Inter-American Development Bank.

The management of the Central Government in the years 
2005, 2006 and 2007 was assessed and considered more 
than 60 %of the total public budget. The work was given 
under a scheme of collaboration between the MEF and 
international cooperating agencies. This interaction was 
more fluent and gave rise to the future conformation of the 
Roundtable for monitoring the PFM.

Below is a brief summary of the conclusions of the PEFA 
report on each evaluated aspect.

Budget Access (universality) and Transparency
Peru has a good level of budgetary transparency. The 
information that is presented to the Congress for supporting 
the proposed budget is complete and citizens have access to 
that information.

Budget Credibility 
The budget of the Central Government of Peru is reliable. 
We did not found systemic problems related to arrears, 
and revenue conservative forecasts are made. Despite this, 
there are some significant differences between the effective 
expenditure and initially budgeted expenditure.

Policy-based Budget
Budgetary limits are approved by the Council of Ministers 
and budget bill is submitted to the competent authorities 
and approved by them. The Central Government regularly 
performs an analysis of debt sustainability, and the 
Multiannual Macroeconomic Framework includes three 
years fiscal forecasts.

However, there is a problem of time for the preparation 
of the budgets of the public institutions, due to gaps in 
the issuance of budgetary guidelines with respect to the 
established by law. Additionally, investments in execution 
not always incorporate estimates of the resources they 
require for the future.

Predictability and control of the budgetary execution
The obligations and liabilities of taxpayers are recorded in a 
transparent manner. However, the tax appeals system does 
not work properly and tax arrears are still high.

Accounting, registration and information
The budget execution is well documented. It counts with 
financial statements with complete information on income, 
expenditure, assets and liabilities. The State is subject to 
audits in accordance with time limits established in the 
Constitution. However, the budget allocated to basic 
services (health centres and primary schools) is not specified.

External review and audit
The annual audit of the public entities covers 75% of the 
total expenditures, approximately. This is done in compliance 
with the regulations and within the time limits. The analysis 
of the bill by the Congress of the Republic is exhaustive. 
However, recommendations proposed to the Congress not 
always are implemented.

The PEFA assessment in Peru (2005-2007 period)

Initiators
The driving 

organizations of 
the PEFA 

methodology 

• European Commission 
• State Secretariat for Economic 
   Affairs of Switzerland - SECO 
• Department for International 
   Development of United Kingdom
• Ministry of Foreign Affairs of 
   France
• Ministry of Foreign Affairs of 
   Norway
• World Bank
• International Monetary Fund
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One of the main features is that this space is headed by the 
MEF and receives support from the Peruvian International 
Cooperation Agency (APCI), which facilitates the receipt of 
the cooperation.

According to the contributors, this Board is an unusual 
figure in the world, but highly valued due to the interaction 
it allows. In Peru, before the existence of the Board, each 
cooperation agency used its own mode of identification of 
reform initiatives. The report commissioned by the Swiss 
Cooperation – SECO, in November 2009, indicates that under 
this scheme, even though there were sufficient resources to 
meet the identified needs of reform for the management 
of identified public finances, not all priorities had financing. 
Following the dissemination of the report results, contributors 
agreed that although each agency should continue with his 
own scheme of cooperation, it was convenient to communicate 
the status and outcome of their efforts in a joint space and in 
the framework of a common plan led by the MEF.

Thus, the Roundtable became, for the international 
cooperation, the main instance of coordination with the 
MEF on the reform of the Public Finance Management. It’s 
the framework of the presentation of reform initiatives which 
allows the cooperating partners to know what each agency is 
doing to support this process.

Roundtable on 
PFM Follow-up 
Instrument of coordination that optimizes the use of resources 

In 2009, after the results of the diagnosis of Public Finance 
Management with respect to the best international 
standards, the MEF focused on the development of an 

action plan that would give guidelines to improvement. For 
this purpose a Committee of Coordination and Guidance 
was created, chaired by the Deputy Minister of Revenue of 
the MEF and composed by representatives of all the entities 
that are committed to the improvement of Public Finance 
Management. This Committee was named the Roundtable 
on PFM Follow-up (hereinafter, the Roundtable), whose first 
meeting was held in September 2009.

“A single action funded by three contributors [at a time] 
notes the harmonization between them, which is not very 
common”.
Patrick Gallard, Civil Attaché of the Development Cooperation 

Section of the European Union delegation in Peru.

The Roundtable is a place of constant dialogue between 
the MEF and the institutions involved in Public Finance 
Management that seeks to follow up the implementation 
of the improvement initiatives as well as to harmonize and 
coordinate the interventions of the international technical 
cooperation involved in the issue. Among other benefits, this 
space avoids duplicating efforts and attempts that all of the 
reform initiatives prioritized by the MEF obtain timely funding. 

Chair by chair
Who are the members of the Roundtable?

The Roundtable is composed by active international cooperation 
agencies in the reform of Public Finances Management in Peru, 
both for reforms at the national level (Central Government) 
and Subnational level (Regional and Municipal Governments). 
It includes multilateral organizations such as the International 
Monetary Fund, the World Bank, the Inter-American Development 
Bank, Development Bank of Latin America (CAF), and bilateral 
cooperation agencies, as the Swiss Cooperation - SECO, the 
European Commission, the German Cooperation implemented by 
GIZ and KfW of Germany, the Embassy of Germany, the Belgian 
Technical Cooperation Agency of the United States for International 
Development (USAID), the Spanish Agency for International 
Development Cooperation (AECID) and the Canadian International 
Development Agency (CIDA), but there is always the possibility for 
other cooperating partners to be integrated. On the Peruvian side, 
the Board is also integrated by the APCI.

The success of the mechanism is reflected in the gradual increase of 
cooperation agencies interested in integrating this Board.

“The Roundtable allows that we gather efforts for initiatives that, 
if is addressed by a single agency, would have a limited impact”. 

Hartmut Paulsen, Director of the Good Governance and State 
Reform of the German Cooperation implemented by GIZ

SECO-MEF. Agreement to Support the 
Continuous Improvement Program in the 
Public Finances Management of Peru (2011)

Support commitments for the 
initiatives of the CIP by the 
international cooperation.

GIZ. Good Governance and State Reform 
Program (2013)

CAF-MEF. Agreement on Non-reimbursable 
Technical Cooperation (2012)

USAID-MEF. Memorandum of Understanding 
between USAID and MEF (2012)

The Roundtable holds regular meetings in which the 
MEF, represented by the Deputy Minister of Finance 
and accompanied by the Study Group; the agencies 
of international cooperation, APCI and occasionally 
other relevant institutions involved in the Public Finance 
Management participate. At the meeting, the MEF reports 
the progress of the supported initiatives according to each 
objective of reform and presents new identified needs. This 
framework has sought an effective, efficient, timely and 
coordinated response by the State and the International 
Cooperation.

“Unlike other assistance programs, this has a fairly close 
cooperation presence, which allows greater coordination 
both in the identification of needs and the channeling of 
support”. 
Carlos Linares, General Manager of Public Debt and Treasury 

of the Deputy Minister of Finance.

The parties involved in the process highlight that this 
Roundtable is a novel mechanism in accordance with the 
most modern principles of international cooperation, such 
as the Paris Declaration on Aid Effectiveness to Development 
(2005), which aims to the ownership of policies by the 
recipient countries of cooperation, harmonization of efforts, 
focus on results and mutual accountability.

1
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Role and functions
The main objective of the Study Group is to provide technical assistance 
to the MEF in the development, implementation and monitoring 
of the Public Finance Management reform. In order to accomplish 
this, it must identify specific and practical problems, prioritize actions, 
propose solutions, and help the MEF, and other entities related to 
Public Finance Management, to implement them.

The members of the Study Group participate in regular meetings with 
the Deputy Ministers and Directors-General to discuss the reform, 
and at the same time, they provide ideas and opinions about specific 
requirements.

The functions of the Study Group are:

• Support Directorates-General of the MEF in the identification and 
implementation of reform initiatives that will improve the Public 
Finance Management. 
• Support the monitoring of the actions underway. 
• Map and systematize new initiatives. 
• Ensure the consistency of initiatives with the international best 
practices in Public Finance Management and the objectives of the CIP. 
• Promote actions to improve the coordination between the actors in 
Public Finance Management. 

The Study Group supported the MEF authorities in the design of a 
general framework for the reform, the CIP, in whose implementation 
is currently helping, something that has strengthened the sustainability 
of the reform.

“It’s good to have an independent, objective support that does not 
necessarily result from a study done by the MEF, where one is judge 
and defendant. This mechanism is very good. It complements what is 
done in every direction”.

Brigitt Bencich, Director of Fiscal Decentralization and Social Affairs, 
Deputy Minister of Economy.

Study Group
The importance of having a team specialized in the reform

During the first meeting of the Roundtable, in September 
2009, the MEF raised the general guidelines for a plan of 
action. The Swiss Cooperation - SECO, for its part, agreed 

to fund a team of consultants to make a report in order to identify 
the priority actions and their need for funding with respect to the 
decision of the MEF. The report also needed to map the activities that 
the cooperating partners were already carrying out and propose a 
strategy for the coordination of these efforts.

“We have a group of thematic experts in the Study Group. People 
who know about budgets, systems, macroeconomics, among others. 
It is a team that accompanies the processes”. 

Rodolfo Acuña, Director-General of the Directorate-General of Public 
Budget (DGPP), Deputy Minister of Finance.

 
The report concluded that there were sufficient resources to meet 
the identified needs of the Public Finance Management reform, 
but that not all of the identified priorities had funds. The reform 
process needed a framework of coordination and more efficient 
communication. In addition, the use of resources could be optimized 
if spaces for reflection are developed and if a mechanism is established 
to overcome the limitations that the daily life of the MEF imposed to 
the efforts focused on medium and long terms.

The report proposal was to create a team composed of high-level 
experts who assist the MEF to implement medium and long-term 
reforms. This group would build new coordination mechanisms, 
establish priorities for improvement, and help to overcome the 
limitations imposed by the daily work.

This team of experts received the name of Study Group and was 
created by the MEF in May 2010, with the support of the Swiss 
Cooperation - SECO, the German Cooperation (GIZ and KfW) and 
the Belgian Cooperation.

Throughout these years, the Study Group has had consultants such as 
Bruno Giussani, Bruno Barletti and Giancarlo Gasha. José Valderrama 
currently serves as a member of the group and is in charge of issues 
related to the multiannual fiscal perspective, as well as to the policy and 
tax administration. On the other hand, Franklin Huaita specializes in issues 
related to the strengthening of results-oriented budgeting approach, 
while Zoila Navarro specializes in supporting the reform of Public Finances 
Management at subnational level. Laura Calderón is currently the 
Coordinator of the Study Group.
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Continuous Improvement Program 
A comprehensive and flexible framework for the reform of Public Finance Management

The Roundtable commissioned the Study Group to support 
the MEF authorities in the preparation of a medium-term 
action plan that serve as a guide to the reform of the 

Public Finance Management framework. The result was the 
Continuous Improvement Program (CIP) of the 2011-2015 Public 
Finance Management of Peru, communicated by the MEF to the 
cooperating partners in January 2011. 

“We have a purpose embodied in the CIP, which is a reform plan, 
a flexible map; not a preset sequence of reforms”. 

José Valderrama, Member of the Study Group.

The CIP is the action plan of the national authorities for the 
reform of the Public Finance Management. It comprises the needs 
of improving Public Finance Management in a strategic, orderly 
and comprehensive manner. It identifies the main objectives, the 
specific needs and orders the priorities.

This general framework also facilitates the coordination of 
the support from international cooperation agencies to the 
reform process. This coordination allows the orientation of 
cooperation resources so that the identified priorities have the 
necessary financing.

With the establishment of the Roundtable and the CIP, the Swiss 
Cooperation - SECO headed the initiative of putting the resources 
for the reform of the Peruvian Public Finance Management at 
the CIP disposal, by means of a Support Agreement for the CIP. 
In this agreement a funding format was planned, which will 
ensure immediate support to identified improvement initiatives. 
Eventually, other donors discovered the advantages of adhering to 
such support schemes.

“The Public Finance Management is a dynamic process, requiring 
permanent settings. CIP seeks to help the MEF in this challenge”. 

Bruno Giussani, Ex-member of the Study Group.

In order for the CIP to have fast and flexible availability of cooperation agencies resources, it 
has two separate funds to which the Directorates-General of the MEF and other institutions 
that have an impact on the health of the Public Finances Management (Congress, Comptroller, 
OSCE, SUNAT) apply.

The use of this scheme by international cooperation agencies has increased gradually. In order 
to have financing of immediate availability for reform initiatives included in the CIP, there are 
two types of funding:

Short-term reform initiative (ICP, by its initials in Spanish). This is a flexible fund which 
finances specific initiatives. The financing is approved in short-terms and with simple procedures. 
It applies to consultancies, short internships, preparation of projects for medium-term reform 
initiatives and training, among others.

Medium-term reform initiative (IMP, by its initials in Spanish). This fund finances initiatives 
committed to medium-term reforms. Their presentation implies a superior planning effort, 
which includes designs of impact and monitoring mechanisms. It applies to large studies, joint 
consulting and support to major reforms.

Piece by piece
Components of 
the Continuous 
Improvement 

Program

Priority actions: 

Seven, framed in a 
strategic vision

Financing 
mechanisms

Build the multi-annual perspective of Public Finances Management. Fiscal sustainability 
needs to be assured and the risks of arrears must be reduced In order to ensure the 
availability of public resources and improve the forecast capacity of the public institutions 
in the medium term. 

Strengthen the results-oriented budget. The objective is to improve the strategic allocation 
of public resources, using performance and impact information in the process of decision-
making on budget allocation.

Modernize the IFMS. The IFMS is the computer system used mandatorily by every public 
institution. Its purpose is to standardize the registration of financial movements and integrate the 
processes of administrative systems. It requires updating, especially in the technological aspect.

Strengthen the performance evaluation and accountability systems. The management of 
public institutions must be improved through continuous assessment and accountability exercises. 
That includes the implementation of internal control mechanisms using objective and timely 
information to guide the allocation of public resources.

Improve the integrated management of assets and public liabilities. Seeks to modernize 
the management of financial assets and improve the registration of liabilities and tax contingencies.

Improve tax compliance and increase its base. Its objective is to increase the tax burden, 
that is, improve the system for collection of taxes to economic activities that must pay them.
 
Modernize the management of public servants. The aim is to reform the career schemes in 
the State to improve the management of human resources in the public sector.
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Subnational Agenda 
Towards the decentralization of the reform 

In 2012, the subnational governments of Peru (26 Regional 
Governments and 1,834 Local Governments) accounted 
for around 45% of the total public expenditure. These 

Governments are central stakeholders in the provision of 
public essential services, such as education, health and 
sanitation, among others. The efficiency in the provision of 
such services requires the strengthening of Public Finance 
Management to be at the level of these Governments.

“The PEFA showed us that performance on evaluated subnational 
governments is very similar. This offers the opportunity to work 
in common solutions with more than one government and 
share best practices among the involved peers”. 

Christian Robin, Head of the Swiss Cooperation - SECO in Peru.

Given the success of the CIP, some subnational governments 
had the initiative to commit to the reform of Public Finance 
Management, as they observed that it was a replicable 
model that could be used to support a process of reform at 
the level of subnational governments.

In this order of ideas, and in order to make a diagnosis of 
the situation of the Public Finance Management systems 
in these Governments, several cooperation agencies have 
supported the implementation of diagnostics to assess its 
current status with respect to international best practices. 
Using the PEFA methodology is the first step of the reform 
process. The Swiss Cooperation - SECO was a pioneer in these 

efforts of diagnosis, financing in 2011 PEFA assessments 
for the Regional Governments of Cuzco, Apurimac and 
San Martin, as well as those of the Governments of the 
Provincial Municipalities of Chiclayo, Cuzco and Trujillo. 
Subsequently, other cooperation agencies have joined this 
effort, and were conducting the PEFA assessment for the 
Regional Governments of Amazonas (GIZ), Huancavelica 
(GIZ/AECI) and Ayacucho (European Union).

“Extending the improvement work of Public Finance Management 
at a subnational level is to strengthen the foundations of 
economic growth and generate more sustainable development. 
There cannot be a divorce between the progress of the Central 
Government and the Subnational Governments”.  

Zoila Navarro, Member of the Study Group.

The results of the evaluations of the Public Finance Management 
status at the regional level show that systems of the evaluated 
Governments have major weaknesses than those from the Central 
Government, which justifies the need of reforms at the level of 
these Governments. In order to accomplish this,  action plans are 
being developed looking forward to strengthening management 
of public finances at a subnational level, plans that prioritize 
improvement activities according to the weaknesses identified by 
the PEFA methodology and additional diagnostics carried out by 
Subnational Governments with the support of the international 
cooperation. Also the coordination system between cooperating 
partners is being replicated.

Central 
Government 
Diagnostic

Regional 
Government 

Diagnosis

Local 
Government 
Diagnostic

PFM 
reform 

action plan

PFM 
reform 

action plan

PFM 
reform 

action plan

New 
Diagnosis

2008

Central 
Government

Regional
Government

Local
Government

2009 2010 2011 2012 2013 2014 2015

SEQUENCES OF REFORMS BASED ON THE CIP IN PERU

>

>

>>

>

FO
TO

:  
An

to
ni

o 
Es

ca
la

nt
e



22 23

technical institutionalism is accompanied by continuity in 
the agenda and priorities. This involves regulation in the 
investment plans, operating plans and development plans. If 
the institutionalism – that is, officials of all levels - internalize 
the need of the reform process, then that increases the 
likelihood that the efforts can last over time.

In sum, the institutionalism and technical continuity are a 
requirement to establish medium- and long-term objectives.

Political Commitment 
As a technical continuity is required, it is also necessary to 
have continuity in the political decision of the reform and the 
use of the proposed model.

This senior management, as well as technical capacity and 
clear objectives of reform in both short and medium-term 
horizon, must show its commitment to lead and empower 
the reform managers.

Cooperation with own mechanisms
One of the great benefits of the Roundtable is that it allows 
the cooperation agencies to coordinate their actions without 
having to renounce the schemes of work in which they have 
developed experience and capabilities.

This plays in favor of the efficient operation of international 
cooperation agencies. Using the mechanisms in which 
they already have expertise means more fluid and faster 
operations.

“The CIP has been extremely useful for the MEF in the 
management of policies related to public finances. The Study 
Group has allowed us to think about reforms and also has a 
direct relationship with the bodies of the Ministry line”.  

Carlos Oliva, Deputy Minister of Finance.

Keys to success
What is needed to replicate the model?

The experience of the MEF could be replicated in other 
institutions, especially in Subnational Governments, 
respecting their organization and scope of action. 

Therefore, it is convenient to emphasize the factors which, 
according to the stakeholders, explain the success of the 
mechanism implementation. It is relevant to point out that 
these factors match the requirements posed by international 
cooperation agencies when working with a public institution.

Support and institutional capacity to identify needs 
The first point that the stakeholders highlight in the process is 
that the MEF supported the process of reform from the senior 
management, and has the ability to identify and prioritize 
its needs clearly, a necessary condition for the success of a 
process of reform of Public Finance Management.

The use of a broad international recognition diagnostic 
methodology can be useful as a starting point. However, 
acting on the basis of a specific diagnosis - PEFA, for example 
- is not sufficient for identifying the needs and priorities of 
the reform, but this diagnosis should be complemented by 
the efforts of a team of specialists focused on supporting the 
senior management of the institution in the identification, 
prioritization and implementation of improvements.

In addition, it should be noted that for such work to be 
properly implemented, it is convenient to have a very practical 
and institution-specific identification of needs.

Institutionalism and technical continuity 
The MEF has a high level of institutionalism, that is, technical 
continuity and a line of career between its officials. This 
means that, even if the political authorities of the senior 
management change, there is enough support in the technical 
team which remains so that the experience and knowledge 
can be used - and accumulated - continuously. Likewise, 
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scheme to continue showing the flexibility that it displays today, to 
adapt to changes in the needs of the involved institutions.
On the other hand, the Public Finance Management reform must 
aim to emphasize the process of State decentralization, understood 
as a generalization in a country of public services of comparable 
quality. This requires a high level of coordination between the three 
levels of Government.

The outstanding issues
It’s expected that the CIP intensifies the use of financing mechanisms 
and takes possession of these modalities. This includes the 
existence of more ambitious and sophisticated reform initiatives, 
with greater deadlines and financing needs. It would also reflect 
the implementation of the principle of graduality, that is, attending 
the basic needs before making more sophisticated reforms.
 
On the other hand, even though the involved agents are satisfied 
with the progress in the MEF, they feel that the mechanism 
of reform through the CIP has the challenge of consolidating 
advances in other institutions of the national system of Public 
Finance Management, that is, the OSCE, SUNAT, the Congress of 
the Republic and the Comptroller.

“The results that this mechanism has shown so far are very 
encouraging. There is much work to be done, and there are 
high expectations about for how long it can continue to help 
us in the future”. 

Luis Miguel Castilla, Minister of Economy and Finance.

The CIP Future
Perspectives, outstanding issues and risks

International experience indicates that the processes of structural 
reform of Public Finance Management systems are long-term 
efforts, because the implementation of changes and their 

institutional internalization take some time.

Concerning international cooperation agencies, it should be noted 
that the political decisions according to which the recipient countries 
of cooperation are chosen, are taken also for long periods. The 
recent policy decision of Switzerland of prioritizing to Peru as the 
recipient of its international cooperation covers a period that will last 
at least until 2016. In the case of other participating cooperations of 
the Roundtable, periods are similar.

“There is a lot to do. We are looking for changes constantly.”. 
Oscar Pajuelo, General Director of Public Accounting.

 
Over these deadlines, the purpose of a continuous improvement 
process is that the identification of needs and the production and 
implementation of initiatives do not stop. And that is because, even 
in the most institutionally developed countries, there are reforms that 
are still being conducted order to get structural improvements that 
increase the efficiency of Public Finance Management. Eventually, 
the mechanism of the CIP will evolve, the use of resources of 
international cooperation will diminish, leaving more space for the 
more efficient use of national resources; objectives will change and 
the work schedule must be adjusted to new needs.

According to the stakeholders, it is very important for the reform 

The immediate risks
A system risk is that we cannot comply with the principle of gradual reforms, that is, 
to carry out ambitious reforms without having previously implemented the intermediate 
steps. This can lead to resources loss and can create false expectations.

According to the experience, the period of end of a government can generate pressures 
to achieve ambitious results. This can have as a consequence a second risk identified 
by some of the involved parts: the implementation of small modifications that do not 
attack the underlying problem, even when they give the impression of an implemented 
improvement.

A third risk is not to do what you need to do: to lend continuity to the reform, go in-depth 
with the reform in both the MEF and the other institutions of the National System of Public 
Finances Management (OSCE, SUNAT, Congress of the Republic and Comptroller) and 
extend it to subnational governments. In the effort of gain efficiency in Public Finances 
Management, stopping means going back.

Achievements
Progress two years after having 
launched the CIP

Some of the most relevant results obtained in the priority 
actions of the CIP are:

Build the multiannual vision
Some highlights are: the inclusion of a fiscal goal of 
structural result of the public sector, the development of 
a methodology for the estimation of the structural result 
and the realization of the projections for the upcoming 
years. Documents with a multiannual budgetary view have 
also been prepared, which concludes with a medium term 
expenditure framework, along with what has been already 
advanced in the multiannual budget of public investment.

The multiannual budget institutionalizes the budgetary 
process with greater fiscal discipline and optimizes the use 
of resources by improving the allocation of expenditure 
according to the policy priorities and real availability of 
financing. The final balance is that, thanks to these efforts, 
it has decreased the risk of lack of financing and the 
consequential problems in the provision of public services.

Strengthen the results-based budget
The CIP has various lines of action related to the 
programming of the result-based budgets. In the past 
two years, it has assisted the public sector entities 
in improving the methodology and the indicators 
development, as well as in the dissemination and 
training of all public entities in the implementation 
of the budget by results. This work included the 
creation and dissemination of budgetary programs 
and capacity-building, as well as improvements in the 
methodologies used for independent evaluations, 
among others.

In addition, since the change in the methodology requires 
a major training effort, an investment in technical 
assistance for the budget managements of the three levels 
of government was made.

Modernization of the IFMS
The implementation team was designed and launched 
to reinforce the design and development of the 

technological updating of the IFMS. This team has worked with 
the winning Consortium of the new system formulation module 
contest, aiming to have ready the mechanism for the preparation 
of the next budgets. So far, there have been significant advances in 
the development.

Strengthen performance evaluation and accountability systems
The assessment directive was reviewed in order to have a more 
flexible and faster performance assessment tool, to improve decision-
making.

Introduce an integrated management of the administration of 
public assets and liabilities
In 2008, the MEF had two areas, independent one of the other, 
the management of assets and liabilities, which hampered the 
coordination of the management. In line with the priorities of the CIP, 
the MEF carried out a restructuration to integrate these two areas, 
with the purpose of making the management of assets and liabilities 
more efficient.

Thus, efforts to improve the identification of possible obligations 
(tax contingencies) were performed and created the Risk Directorate 
within the General Directorate of Indebtedness and Public Treasury, as 
well as the General Directorate of Public Resources Management. In 
this effort the financial strategy for the risks management of natural 
disasters was initiated and established a Commission to order the 
information of State Court Decisions and its permanent updating, 
among others.

Improve the tax compliance and increase its base
In order to improve the tax burden, the Congress granted legislative 
powers to the Executive Branch to dictate measures that reduce 
tax evasion and avoidance, at the same time that they increased 
revenue. On that direction, rules, regulations and decrees with the 
status of law were adopted, which provided control instruments to 
tax administration authorities.

Modernizing the public employment management
In addition to installing the Multisectoral Commission for the 
comprehensive reform of the civil service, a proposal was drafted 
and the Executive presented it as a bill to the Congress, where it was 
approved. Regulatory proposals for teachers and members of the 
armed forces and police were also developed and approved.
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