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Abstract

Fiscal transparency is essential for macroeconomic growth and stability.
It is well recognized that fiscal transparency would make a major
contribution to the cause of good governance. Fiscal transparency should
lead to better-informed public debate about the design and results of
fiscal policy, make governments more accountable for the implementation
of fiscal policy, and thereby strengthen credibility and public understanding
of macroeconomic policies and choices.

In these contexts, it seems that the IMF’s the Code of Good Practices
on Fiscal Transparency and its Manual could help improve Korea’s fiscal
soundness and transparency. The four general principles of the Code are
as follow: (1) Clarity of Roles and Responsibilities; (2) Public Availability
of Information; (3) Open Budget Preparation, Execution, and Reporting;
and (4) Assurances of Integrity.

Korean governments have efforted to improve fiscal soundness and
transparency since the currency crisis of the late 1990s. Indeed, the
National Fiscal Act, which is expected to enter into force January 1,
2007, well reflects some parts of the IMF code. However, especially with
regard to government-guaranteed loan, there is still room for improvement
of fiscal transparency. Because guarantees can create moral hazard of the
beneficiaries of guarantees, a mechanism to solve the problem of moral
hazard should be introduced in the Presidential Decree of the National

Fiscal Law.

Key Words: IMF, fiscal transparency, National Fiscal Act, government-

guaranteed loan.
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