SUPPORT FOR A PUBLI C FI NANCE STATI STI CS PROGRAM

BORRONER AND
GUARANTOR

EXECUTI NG ACGENCY!

AMOUNT AND SOURCE:

FI NANCI AL
TERVS AND
CONDI TI ONS

OGBJECTI VES

DESCRI PTI ON:

REVI EW OF
ENVI RONMENT AND
SOC AL | MPACTS:

BENEFI TS

( VE- 0080)

EXECUTI VE SUMVARY

Republ i ¢ of Venezuel a

M nistry of Finance

| DB: Us$2, 200, 000 (OC)

Local counterpart funding: Us$2, 200, 000

Tot al : US$4, 400, 000

Anortization period: 20 years

Di sbursenent peri od: 2.5 years

Interest rate: vari abl e

I nspecti on and supervision: 1%

Credit fee: 0. 75%

Currency: Uni t ed St at es dol | ar
under t he Si ngl e-

Currency Facility

The main objective of the programis to inprove the
CGover nment of Venezuel a's deci si on- maki ng process on
econom c policy matters by enabling the Oicina de
Estadisticas de Finanzas Puablicas [Public Finance
Statistics Ofice] (CEFP), a unit of the Mnistry of
Fi nance, to provide conplete, tinmely and reliable
fiscal statistics.

The specific objectives of the program are to have:
(i) a strengthened Public Finance Statistics Ofice;
(ii) a modern public finance system based on
internationally accepted nethodologies; and (iii) a
revised and appropriate legal framework for the
national statistics system

The project conprises two conponents:
and i nstitutional devel opnent , conpri si ng t he
managenent and administration of the project and the
consolidation of the OEFP within an appropriate |ega
and institutional f r amewor k, and (ii) technical
strengthening of the OEFP, through which the
techni cal advisory services will be provided for the
devel opnment of the public finance statistics system
and the pertinent training.

(i) managenent

The proposed operation does not
soci al or environmental nature.

i nvol ve inpacts of a

Establishnment of a system that wll facilitate
i nfornmed econonic debate. The availability of usefu

information on the public accounts, in conjunction
with other actions by the governnent ained at
st rengt heni ng macr oeconomi ¢ progranm ng and anal ysi s,
will constitute a key resource for discussion of
econom c i ssues.
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THE PROJECT' S
RCLE IN THE BANK' S
COUNTRY STRATEGY:

SPECI AL
CONTRACTUAL
CONDI TI ONS

Conpliance with conmtments to the IM- regarding
production of fiscal statistics. The system to be
est abl i shed, based on I M=  net hodol ogy, will
facilitate the reporting of fiscal data to the Fund.

Promotion of an awareness anong the authorities
concerning the value of the fiscal statistics as a
useful instrument for the fornulation and eval uation
of public policies. The existence of conplete and
reliable fiscal data will raise the debate on public
policies to a nore sophisticated and transparent
| evel .

The main risk facing the operation concerns the
rel uctance shown by certain agencies in furnishing
fiscal information. This problem will be rectified
in part by neans of a presidential decree making it
mandatory to report information regularly to the OEFP
and lifting the requirenent to supply data to other
agencies of the central government and the Central
Bank.

Moreover, it is expected that the support being given
by the Bank wunder the program (1110/CC-VE) to
strengthen financial nanagenent at the State |evel
will facilitate the receipt of information from the
states, which would not be required to observe the
terms of the presidential decree.

Anot her risk confronting the operation is that fisca
statistics may not be used by all of the potenti al
users. This risk has been mninimzed since the
project incorporates various activities that involve
institutional dissemnation and user feedback to
ensure reports conply with requirenents.

The Bank's strategy in Venezuela has three main
obj ecti ves: (i) maintaining of macr oeconomi ¢
stability; (ii) reducing inequality and alleviating
poverty, and (iii) inproving the productivity of
nonoil resources through the developnent of the
private sector. The common denomi nator of these
obj ectives, which also suns up the Bank's operating
strategy, is support for the country in the reform of
policies and the public sector. The program proposed
here will help to acconplish these three objectives
in that it will facilitate availability of
i nformation for deci si on- maki ng and econoni ¢
noni t ori ng.

The following will be conditions precedent to the
signature of the |oan agreenent: (i) signature of
the presidential decree creating the CEFP as an
agency reporting to the Mnistry of Finance, which
decree is to be published in the Oficial CGazette;
(ii) approval of the staff assigned to the OEFP, and
(iii) signature of a cooperation agreenent between
the BCV and the Mnistry of Finance, setting out the
tinmetable for transfer of fiscal statistics functions
to the CEFP and the date on which preparation of said
statistics by the BCV shall cease.

The following will be conditions precedent to the



EXCEPTI ONS TO
BANK POLI CY:
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first disbursenent: (i) evidence that UNDP has been
hired to adnminister the proceeds of the financing
(paragraph 3.21); (ii) the contracting of the CEFP' s
entire managenent staff and at |east one professiona
for each area (paragraph 3.18), and (iii) the
contracting of t he or gani zati on and met hods
consul tant (paragraph 3.19).

Since there is no unit in the Mnistry of Finance
that could assume responsibility for admnistering
the program funds, it 1is proposed that UNDP be
retained to perform this function (paragraphs 3.21,
3.22 and 3.23).



