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PURPOSE
1.0
This paper attempts to briefly examine the level of readiness/preparedness of Pacific Island countries (PICs) to advance the process of incorporating gender-responsive budget initiatives into national policies and public expenditure management systems. The paper touches on the ‘how to’ mechanisms for progress based on the recommendations of the Ninth Triennial Conference of Pacific Women in 2004.
GENDER BUDGETING OVERVIEW – WHAT HAS BEEN DONE?
2.0
Gender budget initiatives at varying degrees are currently being attempted in 60 countries in the world.
 Australia was the first country to develop a gender-sensitive budget. The Australia Women’s Budget (1984–1996), which was a government-led initiative, brought about a significant increase in spending in areas of importance to women. For example, between 1985 and 1996 federal assistance to families with children rose 27% while assistance to the aged rose 24%. Australia was able to do this as it already had proper budgeting processes and other supporting prerequisites to enable or complement the increased allocation of funds over the years. This contrasts with PICs, which are still at various stages of developing and installing good and reliable public finance management systems.
2.1 
An International Monetary Fund (IMF) working paper on gender budgeting by Janet Stotsky (October 2006)
 focuses on the recent development, concepts and framework of gender budgeting and states that ‘Gender budgeting has gained prominence in recent years, and was given additional impetus by the Fourth World Conference on Women, held in Beijing in 1995, which called for ensuring the integration of a gender perspective in budgetary policies and programs’. The paper mentions that gender budgeting seeks to mainstream gender analysis of issues within government policies; promote greater accountability for the commitment of governments to gender equality; and influence budgets and policies. Gender budgeting is not intended to analyse only programmes that are specifically targeted to females or to produce a separate ‘women’s’ budget, but rather to examine the gender effects of all government programmes and policies, their effects on resource allocation and outcomes, and how to improve them. It draws upon the literature on the measurement of inequality in that it tries to improve the allocation of resources within the government budget to reduce those inequalities, with consequent benefits to economic and social well-being.
2.2
Beyond these common goals, gender budgeting means something different in each of its applications. For instance, the Asia Foundation’s motivation in supporting this initiative in the Philippines, Stotsky says, is summarised as follows: to promote more efficient, equitable and effective government policy-making; to promote accountability and transparency and to minimise corruption in government; to inform and enhance citizen participation and advocacy, especially for women; to encourage citizens’ budget literacy; and to contribute to effective decentralisation.

2.3
The South African initiative, in contrast, aims to: develop an alternative set of values and principles for prioritising the socioeconomic needs of poor women; provide a tool to monitor spending and empower the institutions of government to do so; empower the government to draw up gender-sensitive budgets; and empower civil society to engage in discussion of issues from which they have been excluded. Both the Philippine and South African initiatives seek to benefit women, but the first has a more general emphasis on good government and effective decentralisation and the latter is more focused on empowering the government to benefit poor women.
2.4
The paper notes that although gender budgeting seems straightforward, ‘in practice, integrating gender considerations in an economically meaningful way in the budget process is a difficult analytical task’. Therefore several ideals need to guide the process, and a fundamental issue is the measurement of impact of resources and the results achieved. The present stage of development of public financial management (PFM) systems in several PICs would seem to indicate a need to, first and foremost, assess the existing stage of PFM systems and make improvements where needed so that a proper analysis can be made to feed into the decision-making process.
GENDER BUDGETING IN THE PACIFIC CONTEXT
3.0
Gender budgeting is a relatively new process in the Pacific, and thus developing tools for its implementation seems to pose a number of challenges. There is no single blueprint for such initiatives in the region and even if they are attempted, the number of prerequisite processes is expected to vary by country. Some PICs have made references in their national plans to the broader concept of gender equality, but these are yet to be reflected in their respective action plans and budgets.
3.1
As a budget is such a powerful tool for change, it is important to understand better how the macroeconomic strategy, the composition of revenues and expenditures and the delivery of services impact on cross-cutting issues such as gender. It is equally important to understand the mechanisms available for measuring the impact of services, and this is generally done through the accounting and reporting framework.
PUBLIC FINANCICAL MANAGEMENT IN THE PACIFIC
4.0
Despite the substantial financial and technical assistance rendered, the economic performance of most PICs still falls short of the fundamentals needed to strengthen economic growth and improve living conditions on a broad and sustainable basis. The main concern has been the sustainability of public finances in general and of public expenditure levels in particular. Attention to PFM has been sparked by concerns about governance, accountability and transparency, as well as efficiency in the execution of government policies and use of public funds.
4.1
The regional conference Fiscal Policy and Reform: Prioritisation and Sequencing in Small Pacific Island Countries held in Samoa in 1999 concluded that the essential elements for effective expenditure management and control are:
· an open budget preparation, execution and reporting process;

· efficient and transparent treasury operations, including an effective cash management system and rational government banking arrangements;

· efficient accounting and reporting systems, including the systematic registration of expenditure and commitments; 
· strong mechanisms for evaluation and audit as well as effective institutions that enforce accountability;
· fostering of an environment that supports and demands performance before introducing performance or outcomes budgeting;

· control of inputs before seeking control of outputs;

· establishing internal control before introducing managerial accountability;

· operation of a reliable accounting system before installing an integrated financial management system; and
· adoption and implementation of predictable budgets before insisting that managers efficiently use the resources entrusted to them.
4.2
PICs are lacking in several of the above areas in a form appropriate to enable an assessment and consequent feedback to enable a change of policy direction, if needed.
4.3
Based on the 2006 Forum Economic Ministers Meeting (FEMM) stocktake, it is clear that PICs are still lagging in terms of implementation for reasons related to lack of technical capacity and human resources – issues that also apply to areas of financial management. For instance, a base situation of restricted human resources was considered to be exacerbated by high levels of staff turnover, including as a result of migration.
4.4
These issues are also linked to, say, resource endowments and ability to get the basics right. All these re-emphasise the need to address the fundamental public financial management needs of PICs, as a priority. Countries in the region will also require significant capacity and institutional strengthening in policy planning, development, evaluation and monitoring to enable the implementation of commitments made.
SEQUENCING PUBLIC FINANCIAL MANAGEMENT REFORM – GETTING THE BASICS RIGHT
5.0
Setting up a good PFM system would be seen as the first step towards getting the basics right. Key components of this are setting realistic budgets and cash plans, then executing the budget as formulated both in broad terms and in detail; timely and accurate reporting; ensuring transparency in the whole process; and the ability to measure the results.
5.1
Ensuring that a realistic budget is formulated annually depends on realistic assessment of revenue and expenditure estimates and an accurate assessment of the need to borrow, should there be a shortfall in revenue. Revenue estimation methods need to take into account relevant parameters and all information available at the time of estimation. For all these, it is important to ensure not only realistic budgets but also that deviations between projections and actuals are minimised.
5.2
Similarly, expenditure estimates should not just be an incremental exercise at budget preparation time. Rather, a serious effort needs to be made to cover all known expenditure items and these should be set at realistic levels, i.e. levels at which the goods and services can be provided efficiently and effectively and to avoid wastage and unproductive spending. Having a realistic idea of all inflows and outflows, including donor funds where countries are largely dependent on such inflows, is important.

5.3
These need to be backed up by a good cash plan and a borrowing plan. Moreover, it has become evident that budgeting as an annual exercise only, without regard for future years, has been part of the problems faced by PICs. To ensure continuity of good policy proposals and to ensure results, annual budgets need to be undertaken in the context of medium-term frameworks. This, of course, also indicates a need for accurate and timely reporting of expenditures under the relevant budget classifications.
5.4
The execution of the budget as formulated is also an important feature. Changing the targets or planned programmes several times in a year results in not achieving the intended outcomes. Constantly diverting funds to unplanned activities could be interpreted at the execution level as lack of any real direction or aim. This again points to a need to ensure that the budget outcomes are achieved with minimal deviation.
5.5
Regular and timely provision of reports on how the budget is being executed are vital to allow well-informed decisions to be made. This is also critical for purposes of transparency and accountability. It informs the population at large, decision-makers, donors and international financial institutions of progress made in important areas that may concern them and help direct their resources better. This indicates a need for systems to track expenditures to ensure reconciliation and to report on a regular and timely basis.
5.6
Measuring performance through regular monitoring and evaluation allows for the flexibility to take corrective measures, if required, within the year. Although measuring performance is sometimes difficult, for instance in the areas of education and health, a monitoring and evaluation process is also a way of keeping on track against the budget. It is therefore extremely important to ensure that adequate systems of monitoring and evaluation are in place. This means adequate systems of audit and control should be in place to ensure that systems work as intended.
5.7
All these features form the basic requirements of a good PFM system and should be in place before any targeted budgeting is envisaged.
THE WAY FORWARD
6.0
Once the basic systems are in place and have been embedded in the public service, the next step is to contemplate targeted spending, including gender budgeting. It takes considerable effort, resources and time to systematically implement a gender perspective in national policies and processes. It is therefore even more important to put in place a framework that allows measurement of results.
6.1
As a first step, therefore, each PIC may advisedly undertake a self-assessment of its policies, procedures and reporting mechanisms to assess its readiness for embarking on a gender budgeting exercise.
6.2
Annex 1 is a list of questions and statements to assist this process. If a country assesses itself as having the fundamentals in place, then it could be ready to move towards gender budgeting. However, if most of the answers are in the negative or even doubtful, it would be more appropriate that the country puts in place these fundamental systems before attempting gender budgeting.
RECOMMENDATIONS

7.0 The meeting is invited to:

(i) Consider the information provided in the paper in relation to national-level plans and efforts to implement gender budgeting initiatives;

(ii) Take special note of the Country Self-assessment tool attached as Annex 1 as a way forward for assessing readiness for gender budgeting; and

(iii) Identify gaps and ways in which countries can be assisted in their efforts to implement gender budgeting.
ANNEX I

Gender Budgeting in Pacific Island Countries

Country Self-assessment

[NAME OF COUNTRY]

The following questions/statements are intended to allow countries to assess whether they are ready to undertake gender budgeting.

1. 
Has actual expenditure, excluding debt service payments and donor-funded project expenditures, deviated from budget expenditure by more than 5%? Has this happened in more than one out of three years over the last three years?

2. 
Budget reporting follows the IMF Government Finance Statistics (GFS) definition of consolidated general goods.

3. 
Government expenditures are funded through extra budgetary sources to a significant degree.
4. 
Is the budget classified on an Administrative, Economic and Functional classification basis?

(a)
Are expenditures reported on this basis also?

5. 
The expenditure arrears are less than 20% of the previous year’s budget expenditure.
6. 
Regular internal audit and control mechanisms exist, and are effective.

7. 
Fiscal and banking data reconciliation is undertaken routinely.

8. 
Internal reports from spending ministries/units/agencies are received within 4–6 weeks of the end of the period.
9. 
Audited accounts are presented to the legislature within 12 months of the end of the fiscal year.

10. 
Donor funds:

(a)
Are the funds within 5% of the forecast made for inflows for the year as a whole?


(b)
Have in-year disbursements been significantly delayed (by more than 25%)?


(c)
Are expenditure reports available in a timely manner and do they cover 75% of donor expenditures?


(d)
Are 75% or more of donor funds channelled using national (local) procedures?
� � HYPERLINK "http://www.unpac.ca/gender/whatis.html" ��http://www.unpac.ca/gender/whatis.html�


� � HYPERLINK "http://www.imf.org/external/pubs/cat/longres.cfm?sk=19889.0" ��http://www.imf.org/external/pubs/cat/longres.cfm?sk=19889.0�


� Several of these indicators have been taken from the Heavily Indebted Poor Countries (HIPC), Africa Action Plan (AAP) and Public Expenditure and Financial Accountability (PEFA) indicators.
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