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FOREWORD

This report was prepared by a team led by Giorgia Albertin, comprising Pramod Bhardwaj, Apoorba Mitra,
Mudit Mittal, and Ankit Singh in the IMF South Asia Regional Training and Technical Assistance Center
(SARTTAC).
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EXECUTIVE SUMMARY

The IMF South Asia Training and Technical Assistance Center (SARTTAC) has played a key role in
fostering capacity development (CD) in South Asia. During Phase | of operations (September 2016-
November 2023), SARTTAC delivered close to 300 training courses and workshops to over 8,000 officials
in the region and about 470 technical assistance (TA) missions were conducted to its six member
countries (MCs), including at the sub-national level in India. SARTTAC's CD supported MCs in advancing
their economic policies and reform priorities and strengthening institutions. More than two thirds of
SARTTAC's CD activity was in macroeconomic analysis and training and in fiscal-related areas. This has
been made possible through the financial support of SARTTAC MCs - India (host country), Bangladesh,
Bhutan, Maldives, Nepal, and Sri Lanka, development partners (DPs) - Australia, the European Union (EU),
Korea, and the United Kingdom, and the IMF.

This Program Document lays out the strategy for SARTTAC's Phase Il of operations, started in
December 2023 and expected to run through April 2029. The Program Document (PD) presents
objectives and priorities for Phase Il (December 1, 2023-April 30, 2029), building on the broad strategy for
Phase Il endorsed at the eight SARTTAC Steering Committee (SC) held on July 31, 2024, reflected in the
FY24 Steering Committee Report. Furthermore, it presents SARTTAC's envisaged governance structure,
operations, resource needs and sustainability, and risks and risks management in Phase Il. The main
achievements under SARTTAC's Phase | are also discussed.

SARTTAC MCs face significant macroeconomic challenges. For many economies, growth-supporting
fiscal consolidation is a priority, given high public debt levels and medium-term challenges, such as
climate change. As inflation pressures have subsided preserving domestic monetary stability is needed. As
lagged effects of past monetary tightening pass through to corporate and household balance sheets,
vigilant financial supervision is needed. Implementing reforms to support revenue mobilization and more
efficient public spending, preserving debt sustainability and strengthening public debt management
developing sound macroeconomic frameworks, strengthening monetary management and bolstering
supervisory capacity are key.

In Phase Il of operations, CD will be tailored to support MCs in advancing economic policies and
reform to address key macroeconomic challenges, preserve stability, and foster inclusive growth.
SARTTAC will continue to deliver both training and TA activities, actively integrating and garnering
synergies. CD will be fully integrated with IMF surveillance and lending operations priorities and rooted in
the IMF Asia and Pacific Department (APD) regional CD strategy. Building on the achievements in Phase |,
CD will focus on supporting MCs in strengthening their macroeconomic analysis and forecasting ability
and tools, fiscal and monetary policy frameworks, mobilizing additional revenue and strengthening public
financial management (PFM), fostering financial stability, and improving data quality and reporting.
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Furthermore, a new public debt management workstream — fully financed by the Japan Administered
Account for Selected IMF Activities (JSA) — will support developing strategies on debt issuance,
management, and debt sustainability. Furthermore, engagement at the subnational level with Indian
states will be scaled-up. CD activity in transformational areas such as climate, gender and digitalization
will be fostered. The distribution of CD across SARTTAC's different workstreams will reflect MCs priorities
and demands.

A scaled-up budget will support SARTTAC's Phase Il of operations. A Phase Il budget of US$80
million was endorsed by the eight SARTTAC SC Meeting. This is anchored by India’s scaled-up financial
commitment of US$50 million for Phase II. India is building a new facility for SARTTAC in Delhi (a
training/office building and a hostel wing), to be completed by end-2025. Due to the fitting out costs and
higher operational costs of the new SARTTAC facility, administrative costs will sharply pick-up over Phase
Il In view of these costs, CD spending is budgeted at about US$46.6 million in Phase II, only slightly
higher than in Phase I. This will support the continuation of ongoing CD workstreams, stepping-up activity
in transformational areas such as climate, gender and digitalization, providing tailored CD to program
countries, maintaining strong engagement with surveillance countries, scaling-up tailored national
training, and fostering the engagement at the subnational level with Indian states. Fundraising is ongoing
to mobilize needed financing for the envisaged Phase Il budget.

Mitigating measures will support managing risks to SARTTAC’s Phase Il program. A funding shortfall
could require scaling back SARTTAC's CD delivery to the region. Economic and political shocks in MCs
could lead to an increase in CD demand and changes in MCs CD priorities. Limited absorption capacity
and high staff turnover could constraint CD effectiveness. In view of these risks, financial sustainability has
been incorporated into the strategy for Phase Il and active fundraising is ongoing. A continuous dialogue
will be maintained with MCs and key stakeholders to swiftly identify changes in CD demand. In parallel,
adaptability will be exerted so as to re-prioritize CD activities and regularly re-assess SARTTAC workplan.
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OVERVIEW: STARTING A NEW PHASE OF OPERATIONS

1. The IMF South Asia Regional Training and Technical Assistance Center (SARTTAC) started
its Phase Il of its operations in December 2023, expected to run through April 2029. During Phase |
of operations (September 2016-November 2023), SARTTAC delivered close to 300 training courses and
workshops to over 8,000 officials in the region and about 470 technical assistance (TA) missions to its six
member countries (MCs), including at the sub-national level in India. SARTTAC's Phase Il started on
December 1, 2023, and is expected to run through April 30, 2029. Phase |, originally programmed to end
in April 2022, was extended in view of available financial resources due to lower-than-programmed
spending during the pandemic and Australia’s additional financial support.

2. SARTTAC's Phase Il is anchored by India’s sizable financial commitment of US$50 million —
a significant increase from its Phase | contribution (US$32.8 million). This will be key in supporting the
envisaged Phase Il program budget of US$80 million (141, Table 2). As of end-November 2024, SARTTAC
has secured financial contributions for US$54.6 million to support its Phase Il operations: i) US$50 million
from India; ii) US$0.1 million from Bhutan; iii) US$0.1 million from Maldives; iv) US$1.1 million from
Australia; v) US$3 million from South Korea; and vi) US$ 0.31 million from the IMF (Table 2). Discussions
are being finalized for a US$2.2 million contribution from the EU. Strategic partnerships with new donors
are also under discussion. Draft letters of understandings have been shared with all other SARTTAC MCs.
The contribution of each member country is key to ensure strong commitment and support for SARTTAC
mission and CD delivery to the South-Asia region.

3. This Program Document presents the main achievements under SARTTAC Phase | and lays
out the strategy for SARTTAC's Phase Il of operations. The Program Document (PD) builds on the
broad strategy for Phase Il endorsed at the eight SARTTAC Steering Committee (SC) on July 31, 2024,
reflected in the FY24 Steering Committee Report, and the earlier Strategy note for Phase Il circulated to
the SC in June 2023. Section Il presents main results and CD activities in Phase I. Section Ill focuses on
macroeconomic developments and challenges for the South Asia region. Section IV lays out SARTTAC's
objectives and priorities for Phase Il workplan by workstream. Section V focuses on governance,
operations, accountability, financial management and needs, risks and financial needs.
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SECTION I: KEY ACHIEVEMENTS DURING PHASE |

4. SARTTAC played a key role in fostering CD in South-Asia during Phase | of its operations.
During Phase | of operations (September 2016-November 2023), SARTTAC delivered close to 300 training
courses and workshops to over 8,000 officials in the region and about 470 TA missions were conducted to
its six MCs, including at the sub-national level in India. Originally programmed to end in April 2022, Phase
| was extended to November 2023, in view of available financial resources reflecting lower-than-
programmed spending during the COVID-19 pandemic and Australia’s additional financial support. Total
financial contribution for Phase | reached US$ 64.8 million (Table 2).

5. The first integrated IMF regional capacity development center (RCDC), SARTTAC's CD
delivery encompassed training and TA, leveraging synergies. During Phase | of operations, SARTTAC
delivered regional courses and workshops, tailored single-country training courses, high-level seminars,
webinars, TA missions, desk review support, and fostered peer-to-peer learning across the region through
attachments. During the COVID-pandemic, SARTTAC swiftly adopted virtual delivery modalities to
continue to provide CD to its MCs. During Phase |, about 54 percent of SARTTAC's CD spending was
allocated to training and 46 percent to TA (Figure 1). Regional training courses and workshops covered a
wide range of topics in macroeconomics and specialized economic and financial issues, with a growing
focus on transformational areas as climate change, gender equality, and digitalization. Tailored single-
country national training was provided to respond to countries specific needs, with India and Bangladesh
being the main recipients. Participation, learning outcomes and female representation in SARTTAC
training courses strengthened after the pandemic. SARTTAC's TA delivery was strong during Phase | and
significantly picked-up once pandemic related travel restrictions were lifted.

6. SARTTAC’s CD supported MCs in advancing their economic policies and reform priorities
and strengthening institutions. SARTTAC's CD focused on macroeconomic and financial areas as well as
emerging and cross-cutting issues and was well-integrated with IMF surveillance and lending operations
priorities and rooted in the APD regional CD strategy. The Macroeconomic Analysis and Training program
supported MCs in strengthening their macroeconomic analysis and forecasting capacity and addressing
key policy challenges, including climate change, gender, and fintech. The Revenue Administration (RA)
program focused on supporting MCs in developing medium-term revenue mobilization strategies and
improving taxpayer compliance particularly in collection and arrears management. The PFM program
focused on strengthening policy frameworks in MCs, notably modernizing cash and debt management,
strengthening commitment controls and public investment management, identifying and managing fiscal
risks, and enhancing budget preparation and fiscal reporting. The Monetary and Foreign Exchange
Operations (MONOPS) program supported strengthening and modernizing monetary policy operations
across the region, developing foreign exchange (FX) markets and strengthening foreign reserve
management. The Financial Sector Supervision and Regulation (FSR) program supported convergence and
harmonization of supervisory practices in the region to international standards and best practices. The
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Real Sector Statistics (RSS) supported strengthening national account statistics, price indexes, and
frequency data and indicators. The Government Finance Statistics and Public Sector Statistics (GFS/PDS)
supported MCs in expanding coverage of GFS to general government, increasing the frequency of
reporting and strengthening data compilation and dissemination.

7. All MCs benefited from SARTTAC CD, with India and Bangladesh being the largest
recipients of single-country CD. During Phase |, the largest share of SARTTAC CD spending was devoted
to regional activities (about 30 percent) - regional training and workshops, high-level seminars and
webinars — that benefitted all SARTTAC members. Furthermore, single-country CD was provided to
respond to MCs targeted needs. In this context, India was the largest recipient of single-country CD (19
percent of total CD spending), on the back of extensive tailored national training. Furthermore, CD aimed
at supporting program countries (Bangladesh, Nepal, Sri Lanka) while providing strong support to
surveillance countries (India, Bhutan and Maldives). CD delivery to Bangladesh, Nepal and Sri Lanka was
geared towards supporting the implementation of the authorities” economic policy and reforms under the
IMF program. In parallel, CD delivery to Bhutan and Maldives was sustained (Figure 2).

8. The distribution of CD across SARTTAC's different workstreams reflected MCs priorities and
demands. During Phase |, more than two thirds of SARTTAC's CD activity was in macroeconomic analysis
and training and in fiscal-related areas—RA and PFM. Notably, CD activity was scaled-up in the areas of
macroeconomics analysis and training, MONOPS and FSR towards the end of the Phase.
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Figure 1: SARTTAC's Phase I: Capacity Development Delivery
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Figure 2: SARTTAC Phase I: Selected Training Indicators
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9. Progress was achieved on about 56 percent of the planned outcomes of SARTTAC's
ongoing CD projects.! About 33 percent of the planned outcomes of SARTTAC's Phase | projects were
achieved (fully or largely achieved) and 23 percent were partially achieved. As most SARTTAC's projects
are multi-year and new activities are progressively added, a large share of outcomes are still in progress.
Furthermore, change in the authorities’ priorities alongside changes and delays in staffing at SARTTAC
contributed to delay some of the activities and the achievement of outcomes. The largest share was
achieved in macroeconomic analysis and training, RA and RSS and the strongest implementation was in
India and Maldives.2 [Over half] of the outcomes were at least partially achieved in all countries.

Figure 3: Status of FY24 Outcomes by Country and by Workstream
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10. The implementation of the recommendations of the 2022 mid-term external evaluation
advanced. An independent mid-term external evaluation of SARTTAC's activities was conducted in 2022
(Annex ll). Significant progress was made in the implementation of high-priority recommendations of the
mid-term external evaluation. Notably, the outcomes and milestones of the Results-Based Management
(RBM) log frame were reviewed and updated in consultation with IMF's Capacity Development
Departments (CDDs). To foster efficiency gains and reducing unit costs, SARTTAC continued leveraging
virtual delivery in selected training activities. Also, a mix of in-person and virtual deliveries was used in TA
missions. SARTTAC collaborated with other multilateral agencies (World Bank, Asian Development Bank
(ADB) and UN bodies) and tapped their relevant expertise and leveraged their resources, with experts of

' This includes all ongoing and completed CD projects funded by SARTTAC that started in Phase .
2 Ratings data are not always comparable across workstreams and countries given the disparate nature of projects and
absorptive capacity of counterpart agencies.
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these agencies delivering lectures in selected SARTTAC training courses. These agencies also participated
in SARTTAC's SC meetings as observers. During missions, SARTTAC Director and long-term experts (LTXs)
held coordination meetings with these agencies and other DPs. Furthermore, SARTTAC's increased its CD
delivery in emerging topics such as climate-related issues, digitalization, and gender.

Highlights by Country

SARTTAC single-country CD activity was targeted to support MCs in addressing key economic policy
challenges and advancing priority reforms, including achieving key structural benchmarks in MCs with an
ongoing IMF program:

¢ In Bangladesh, CD supported preparing a fiscal risk statement, improving cash management,
strengthening budget documentation, designing a commitment management system,
establishing a compliance risk management system, and setting-up a medium-term
macroeconomic framework (MTMF) at the Ministry of Finance (MOF) and the Bangladesh Bank
(BB). Furthermore, it supported the BB in modernizing its monetary policy operational framework
and transitioning towards risk-based supervision for banks. Notably, SARTTAC fostered peer-to-
peer learning by supporting attachments of officials of the BB to the Reserve Bank of India (RBI).
CD also supported developing quarterly GDP estimates and strengthening GFS. Tailored single-
country training strengthened government officials’ skills in macroeconomic analysis and
forecasting and PFM (in collaboration with the Institute of Public Finance).

¢ In Bhutan, CD activity supported developing a unified chart of accounts, improving financial
reporting, establishing medium-term budgeting, modernizing receipt and payment systems,
improving budget documents, and strengthening tax arrears management. Notably, SARTTAC
fostered peer-to-peer learning by supporting attachments of officials at the MOF of India.
Furthermore, it supported the Royal Monetary Authority in strengthening liquidity management,
its FX reserve management framework and supervisory capacity and finalizing and implementing
regulations in insurance, corporate governance and risk management. CD also supported
developing quarterly GDP estimates, rebasing GDP, strengthening price indexes and GFS.

¢ InIndia, integrated training and TA at the subnational level in the states of Odisha, Tamil Nadu
and Assam supported strengthening medium-term fiscal frameworks, cash management,
commitment controls, managing fiscal risks and public investment management. Furthermore,
training and desk review engagement supported improving the quality of RSS, compiling the
Producer Price Index (PPI), and GFS to reach compliance with the G-20 Data Gap Initiative.
Tailored training to the Indian Economic Service (IES), India Administrative Service (IAS), the RBI,
supported strengthening macroeconomic analysis and forecasting. Furthermore, training to the
Central Board of Direct Taxes supported strengthening revenue administration and gap analysis.
Customized training on supervisory issues was provided to the RBI in collaboration with the
College of Supervisors and Training Academy.
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In Maldives: CD activity supported formulating a medium-term revenue strategy (MTRS), setting-
up taxpayer compliance controls, and managing fiscal risks from SOEs. Furthermore, SARTTAC CD
TA supported the Maldives Monetary Authority in the implementation of an interest rate corridor
and strengthening supervision in the banking and insurance. Furthermore, it supported
developing quarterly national accounts and monthly index of economic growth.

In Nepal, single-country CD activity supported developing a domestic revenue mobilization
strategy, establishing a fiscal risk register (a structural benchmark under the IMF Extended Credit
Facility (ECF), improving fiscal reporting, strengthening customs management, improving cash
management and publics investment management, including conducting a Public Investment
Management Assessment (PIMA) and formulating an action plan for implementing the PIMA
recommendations. Furthermore, SARTTAC CD supported the Nepal Rastra Bank (NRB) in
strengthening monetary policy operations and liquidity management, reserve management and
strengthening off-site banking supervision. It also supported improving GDP compilation,
updating the PPI, external sector statistics (ESS) and strengthening GFS.

In Sri Lanka, single country CD activity supported improving fiscal reporting and cash
management, managing fiscal risks and developing a revenue mobilization strategy. Furthermore,
it supported the Central Bank of Sri Lanka (CBSL) in enhancing the effectiveness of monetary
policy implementation, setting-up liquidity monitoring and forecasting tools, developing the FX
market, strengthening its risk assessment, implementing consolidated supervision, and developing
a MTMF and integrating it in the decision-making. Furthermore, it supported updating the
consumer price index (CPI), rebasing GDP and strengthening GFS. Tailored single-country training
strengthened government officials’ skills in macroeconomic diagnostics.
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Figure 4: Phase I: Capacity Development by Country
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Key Results by Workstream

Macroeconomic Analysis and Training

The Macroeconomic Analysis and Training program supported MCs in strengthening their
macroeconomic analysis and forecasting capacity and addressing key policy challenges. Regional training
courses covered a wide range of topics, with a growing focus on transformational areas. These covered
fiscal analysis and debt sustainability, exchange rate and monetary policy, financial sector policies,
inclusive growth as well as advanced technical courses like nowcasting and emerging topics like
macroeconomics of climate change, fintech market development and gender. Furthermore, tailored
training tailored cohort training was developed for Indian government officials - the IES, IAS and the RBI
to support strengthening macroeconomic analysis and forecasting. Furthermore, macroeconomic
frameworks TA projects were conducted to fostering synergies with regional training and other CD
programs. This supported developing macroeconomic frameworks at the MOF of Bangladesh, BB and the
CBSL. Discussions were started to for a new TA project at the NRB.

Revenue Administration

The Revenue Administration (RA) program focused on supporting MCs in implementing reforms to
mobilize additional revenue. The RA work program was anchored by earlier TADATs conducted in several
MCs, which were the basis for country-centric CD support. Thus, CD supported the development of a
MTRS, improving audit and compliance risk management (Bangladesh and Maldives); improving
collection and arrears management and implementing a new Goods and Services Tax regime (Bhutan);
identifying short-term and medium-term reform areas, strengthening risk-based auditing and guiding the
development of a domestic revenue mobilization strategy (Nepal); domestic revenue mobilization and a
customs and excise diagnostic (Sri Lanka).? Several specialized trainings were delivered under the RA
workstream, including courses on effective leadership for revenue administration, international tax
administration, and an integrated risk management course in customs.

Public Financial Management

The PFM program focused on strengthening policy frameworks in MCs notably strengthening budget
preparation; improving the coverage and quality of financial reporting; modernizing cash and debt
management; strengthening commitment controls and public investment management; and managing
fiscal risks. Thus, CD supported strengthening fiscal risk management (FRM) by developing a fiscal risk
statement and enhancing coverage of the treasury single account (Bangladesh); developing a unified
chart of accounts and strategic budgeting (Bhutan); strengthening budget credibility, improving state-
owned enterprise financial data and risk management, and supporting PFM legislation implementation

3 The domestic revenue mobilization and a customs and excise diagnostic activities were primarily funded by the
Government of Japan (JSA)
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(Maldives); improving fiscal reporting and cash management (Sri Lanka); strengthening cash management
developing a fiscal risk register and statement and developing a PIMA Action Plan. For India, CD was
concentrated at the sub-national level in selected states (Odisha, Assam and Tamil Nadu). This focused on
strengthening cash management, budget preparation, FRM, public investment management, including in
the context of a planned subnational PIMA (Odisha and Tamil Nadu), commitment controls (Odisha), and
strategic budgeting and fiscal frameworks (Assam, Odisha and Tamil Nadu). These activities at the
subnational level were integrated with training to foster the impact of CD. Several specialized regional
training events were also delivered under the PFM workstream, including on budget management, cash
management, fiscal transparency, fiscal risk management, public investment management and
digitalization of PFM practices (jointly with the IMF Capacity Development Office in Thailand (CDOT)).

Government Finance Statistics and Public Sector Debt Statistics

The GFS/PSDS work program supported MCs in improving the scope and quality of coverage of GFS,
moving from budgetary central government (BCG) to general government to include subnational
reporting, and increasing the frequency of reporting. Thus, CD supported strengthening analytical
capacity to prepare GFS (Bangladesh), improving the quality and sectoral coverage of source data
(Bhutan), and producing GFS data in line with the Government Finance Statistics Manual 2014 (GFSM 2014)
and expanding coverage to subnational government (Sri Lanka); expanding coverage to include extra
budgetary units, increasing the frequency of dissemination to quarterly (Bhutan); reaching compliance
with the G-20 Data Gap Initiative on GFS and PSDS (India). Specialized regional courses were delivered
under the GFS/PSDS program on strengthening the quality of fiscal and debt statistics and broadening
their coverage under the G20 Data Gaps Initiative.

Real Sector Statistics

The RSS work program supported MCs in strengthening compilation and dissemination of GDP and prices
data according to international statistical standards and improving their periodicity. SARTTAC CD
supported developing quarterly gross domestic product (GDP) statistics (Bangladesh and Bhutan) and
monthly indicators of economic growth (Maldives); developing GDP rebasing (Bhutan and Maldives) and
improving of the quality and consistency of national accounts (Nepal); strengthening institutional sectoral
accounts (Sri Lanka); and improving PPI (India). Furthermore, regional courses were delivered under the
RSS program, including on the compilation of national accounts, inputs and output tables, monthly
indicators of economic growth and property price indexes, and on international trade goods and services.

Monetary and Foreign Exchange Operations

The MONOPS program supported MCs in strengthening and modernizing monetary policy operations
across, developing FX markets and strengthening foreign reserve management. Thus, SARTTAC CD
supported strengthening the monetary policy framework towards the adoption of an interest corridor
system (Bangladesh); strengthening liquidity management (Sri Lanka); collateral framework and FX market
development and strengthening reserve management in (Nepal and in Bhutan). Regional specialized
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training courses were also delivered under the MONOPs program, including on monetary policy
implementation and liquidity forecasting were delivered (jointly with CDOT).

Financial Sector Supervision and Regulation

The FSR program supported MCs in strengthening regulation and supervision of their banking and non-
banking sectors. The overarching goal was to foster the convergence and harmonization of regulations
and supervisory practices with international standards and best practices, using a country-tailored
approach. CD supported refining, strengthening, and implementing regulations relating to asset
classification, corporate governance, liquidity and International Financial Reporting Standards (IFRS) 9,
notably on the expected credit loss regime of provisioning. CD supported the implementation of Risk-
Based Supervision (Bangladesh); strengthening supervisory capacity (Bhutan) and on-site supervision
(Maldives). Regional training courses on selected banking supervision topics was delivered under the FSR
program and customized training on supervisory issues was provided to the RBI in collaboration with the
College of Supervisors and Training Academy.
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Figure 5: Macroeconomic Analysis and Training: Phase | Performance Indicators
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Figure 6 : Revenue Administration: Phase | Performance Indicators
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Figure 7: Public Financial Management: Phase | Performance Indicators
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Figure 8: Government Finance Statistics and Public Sector Debt Statistics: Phase | Performance
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Figure 9: Real Sector Statistics: Phase | Performance Indicators
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Figure 10: Monetary and Foreign Exchange Operations: Phase | Performance Indicators
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Figure 11: Financial Sector Supervision and Regulation: Phase | Performance Indicators
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SECTION II: SOUTH ASIA: RECENT MACROECONOMIC DEVELOPMENTS AND OUTLOOK

11. South Asia, home to over 1.7 billion people, is one of the world’s most economically
dynamic regions. Over the past three decades, countries in the region have implemented a range of
economic reforms to foster private sector development, embracing trade and taking advantage of
economic integration, and attracting foreign direct investment (FDI). Fast economic growth in the region,
led by India, has contributed to significantly reduce poverty and increase the region’s share of global
GDP. Countries in the region are moving towards reaching middle- and high-income status.

Macroeconomic Developments, Outlook, and Challenges

12. The near-term growth outlook for the region is favorable, led by India’s strong economic
performance. After contracting in most SARTTAC countries during the pandemic, real GDP has recovered
to pre-pandemic levels in most South Asian economies. Real GDP growth in the region is expected to
remain strong at 4.6 percent in 2024, supported by domestic and external demand, and on the back of
India’s favorable growth outlook. India is expected to remain the fastest growing economy in the world,
with real growth at 7.0 percent in 2024. Inflation has declined in most of the region and is expected to
remain on the low side. Following the fiscal response to address the socio-economic impact of the
COVID-19 pandemic, fiscal space remains limited for many countries and public debt and debt servicing
ratios remain well above pre -pandemic levels. Several SARTTAC MCs - Bangladesh, Nepal and Sri Lanka -
are currently implementing IMF-supported programs.

13. Nimble policy management will be needed to steer South Asia’s economies in the period
ahead and to address key challenges. For many economies, growth-supporting fiscal consolidation is a
priority, given high public debt levels and medium-term challenges that will require to create additional
fiscal space, such as addressing climate change-related risks and mitigation. As inflation pressures have
subsided, room has emerged to reduce interest rates and move to a more neutral monetary policy stance.
In this context, preserving domestic monetary stability will be needed—including delaying policy easing if
inflation remains above target, but also providing monetary support where core inflation is undesirably
low. As lagged effects of past monetary tightening pass through to corporate and household balance
sheets, vigilant financial supervision will be important. Against this backdrop, implementing reforms to
support revenue mobilization and more efficient public spending, preserving debt sustainability and
strengthening public debt management developing sound macroeconomic frameworks, strengthening
monetary management and bolstering supervisory capacity are key.

14. Risks to the outlook are tilted to the downside. The main risks for the region include a weaker-
than-anticipated external environment, owing to the lagged impact of global monetary tightening,
fragmentation of the global economy and escalation of trade tension, increase in food prices due to
extreme weather events.
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SECTION I1i: PRIORITIES AND OBJECTIVES FOR PHASE Il

A. SARTTAC PHASE Il STRATEGY: KEY ELEMENTS

15. SARTTAC's CD activity in Phase Il will support MCs in advancing their economic policies and
reform priorities and strengthening institutions to preserve macroeconomic stability and foster
inclusive growth. CD will be fully integrated with IMF surveillance and lending operations priorities and
rooted in the IMF APD regional CD strategy. CD will be tailored to support MCs with on ongoing IMF
program while preserving strong support to surveillance countries. SARTTAC will continue to deliver both
training and TA activities, actively integrating and garnering synergies. CD to the region will be provided
through training — regional training courses and tailored single-country national training courses - TA
missions, desk review support, high-level seminars, webinars and peer-to peer learning through
workshops and attachments.

16. CD workstreams will be tailored to address key challenges faced by the region. CD priorities
for SARTTAC Phase Il, encompassing TA and training, were defined in close consultations with MCs -
including through SARTTAC Management country missions to engage with country authorities - APD, and
CDDs. Building on the achievements in Phase I, CD will focus on supporting MCs in strengthening their
macroeconomic analysis and forecasting ability and tools, fiscal and monetary policy frameworks,
mobilizing additional revenue and strengthening PFM, fostering financial stability, and improving data
quality and reporting. Furthermore, a new public debt management workstream — fully financed by JSA -
will support developing strategies on debt issuance, management, and debt sustainability in selected
countries. Engagement at the subnational level with Indian states will be scaled-up. CD activity in
transformational areas such as climate, gender and digitalization will be fostered. GFS/PSDS workstream
was concluded in April 2024, in view of lower-than-anticipated demand in the region.

17. The distribution of CD across SARTTAC's different workstreams will reflect MCs priorities
and demands (Figure 14). In view of the macroeconomic challenges faced by the region (114), the
largest share of CD spending will be devoted to fiscal-related areas - PFM and RA, followed by
macroeconomics analysis and training, and the monetary and financial areas - MONOPS and FSR.
Notably, CD spending in macroeconomic analysis and training, MONOPS and FSR will be scaled-up to
respond to MCs' growing demand. CD spending on RSS will be strong in view of the need to strengthen
data quality in the region to support macroeconomic management.

18. SARTTAC's training curriculum will be revamped to respond evolving MCs needs. New
regional training courses on more advanced topics will be delivered. Furthermore, tailored single-country
courses will be stepped up to respond to MCs specific needs. In parallel, regional courses deliveries in
MCs will be leveraged to foster ownership and peer-to peer learning. Training activities will leverage
Fund'’s online courses and efforts will continue to foster women’s participation. Notably:
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. An extensive set of new regional courses will complement existing courses. Under
the macroeconomic analysis and training project, new courses on sovereign risk and debt
sustainability for market access countries and climate in macroeconomic frameworks will
complement courses on fiscal policy analysis, central bank digital currencies (CBDCs), and
monetary policy. Under the RA workstream, a first-time workshop on strengthening revenue
administration for gender equality will complement courses on collection and arrears
management, and on effective leadership for revenue administration. Under the PFM program, a
new course on cash management and TSA and on FRM will complement training on fiscal risks
and cash management, fiscal transparency, and public investment management. Regional training
will be stepped-up under the MONOPs program, with new courses (jointly with CDOT) on central
bank communication and transparency, emergency liquidity assistance and FX operations will
complement courses on monetary policy implementation and liquidity forecasting. Under the FSR
program, a first-time regional workshop on IFRS9 and new courses in cyber supervision and
climate related prudential risks will complement training on selected supervisory issues. Under the
RSS, a first-time regional workshop on compilation of national accounts in Nepal and a new
course in and big data/machine learning, complementing training on consumer prices indexes
(CPI, institutional sector accounts, ESS.

. Single-country national training will be scaled-up to respond to MCs demand and
new delivery modalities will be implemented to reach a larger number of officials. New
tailored courses on macroeconomic foundations will be delivered to the staff of the Central Bank
(CB) and the MOF in Bangladesh, Bhutan, Maldives and Sri Lanka. This will build synergies with
ongoing microframework TA projects. Tailored training to India will be scaled-up through: i) a
dedicated seminar series for the government officials of the MOF on topical macroeconomic
issues; ii) a dedicated seminar series will be delivered to the Ministry of Statistics and Program
Implementation (MOSPI); iii) a dedicated macroeconomics module for the RBI and cohorts in the
IES and the IAS; iv) training to the Central Board of Direct Taxes of India and the Central Board of
Indirect Taxes on selected revenue administration issues; iii) a new customized training on
selected fintech issues will be delivered to the RBI; iv) training will be delivered at the sub-national
state level in India on selected PFM issues, including a new Green PFM. Bangladesh will continue
to benefit from tailored national training on PFM issues.

19. High-level seminars and webinars will be scaled-up to foster training, peer learning and
exchange of experiences in the region. During Phase Il, high-level seminars and webinars will be
conducted on cross-cutting topics, including climate change, digitalization, gender, and selected Anti-
Money Laundering and Combating the Financing of Terrorism (AML/CFT) topics. A new webinar series on
macroeconomics and gender (organized jointly with the African Training Institute (ATIl) and the Middle
East Technical Assistance Center (METAC)) will be delivered. Furthermore, a hybrid regional workshop on
strengthening the AML/CFT framework, focusing on the India experience, is planned. High-level seminars
on climate change issues, digital money and fiscal operations, and risk-based supervision were conducted.
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20. SARTTAC will collaborate with other IMF RCDCs and CD providers to leverage resources,
garner synergies and promote cross-regional learning. SARTTAC will cooperate with other IMF RCDCs,
in particular CDOT, Singapore Training Center (STI), ATl, and METAC. Furthermore, SARTTAC will maintain
close interactions with other CD providers in South Asia, notably the EU, World Bank, and ADB, with a
common focus on PFM, RA, and financial sector. These will foster synergies and avoid CD duplication.

B. PHASE Il PRIORITIES BY WORKSTREAM

21. CD priorities under the different workstreams will address MCs’ new emerging demands
while continuing the engagement on ongoing projects.

Macroeconomic Analysis and Training

The macroeconomic analysis and training program will be anchored by a mix of current and new regional
courses aimed at supporting MCs in policy design and implementation and addressing challenges,
including in climate, gender, and fintech. Furthermore, national courses tailored to country-specific needs
will be scaled-up. Notably, new emerging demands for single-country tailored training courses on
macroeconomic foundations will be delivered in Bangladesh, Bhutan, Maldives, Nepal and Sri Lanka to
respond to the request of country authorities, supported by APD country teams. In parallel, tailored
training to India will continue —a macroeconomics module for the RBI, macroeconomic training to
cohorts in the IES and IAS, including for the latter through the Lal Bahadur Shastri National Academy of
Administration (LBSNAA). On TA, the hands-on advice and support will continue to focus on development
and use of macroeconomic frameworks building on ongoing at the MOF of Bangladesh, the BB and the
CBSL.

Revenue Administration

The RA work program will focus on supporting domestic revenue mobilization in MCs, anchored by the
country-centric CD plans based on earlier diagnostic missions and TADAT assessments and closely
coordinated with CD provided by IMF RA from other CD funding programs and DPs working in each
country. Tailored CD will provide support to achieve selected structural benchmarks in program countries.
Thus, planned CD will support: i) the development of a compliance improvement plan and the
implementation of a Medium and Long-term Revenue Strategy (MLTRS) in Bangladesh; ii) strengthening
risk management capacity and developing a change management plan in Bhutan; iii) improving internal
audit, revenue mobilization and a taxpayer service strategy to support the MTRS in Maldives; iv) the
implementation of a recently-developed domestic RMS in Nepal; and v) strengthening compliance risk
management and taxpayer registration in Sri Lanka. Regional workshops and training courses have been
planned to respond to MCs reform priorities and emerging areas of CD support. Thus, regional courses
on collection and arrears management and on leading and effectively implementing change management
are planned, along with a first-time course on revenue administration for gender equality. The training
curriculum will also include single-country courses for India on topics suggested by the Central Board of
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Direct Taxes and the Central Board of Indirect Taxes on revenue forecasting and analysis, collection and
arrears management, and risk-based audit techniques.

Public Financial Management

The PFM work program will support MCs in strengthening their budgetary frameworks and PIM,
managing fiscal risks and modernizing cash and commitment controls. In Phase I, planned CD will focus
on: i) strengthening PIM, enhancing cash management and the TSA, and setting-up of a public asset
registry in Bangladesh, as key element of the IMF-supported program; ii) refining the CoA and developing
a manual to strengthen financial reporting and support enhanced budget credibility and the medium-
term budget framework in Bhutan; iii) supporting the reform of SOEs and strengthening budget execution
in Maldives; and iv) strengthening commitment controls, fiscal reporting and cash management in Sri
Lanka; v) further supporting the preparation of a fiscal risks statement, improving cash forecasting and
capital spending execution in Nepal. For India, SARTTAC engagement at the sub-national level with
selected Indian states will be scaled-up. Notably, planned CD will support the state of Odisha in
conducting a PIMA and Climate-PIMA, implementing key PIMA recommendations, developing a Green
PFM reform plan, and strengthening commitment control. Furthermore, it will support the state of Assam
in strengthening its MTFF and enhancing fiscal risks management. Further discussions with the India
authorities are expected to take place to identify one or two new states for CD engagement. A
Green/Climate PFM course is planned to be delivered to India State Governments. National training on
key PFM issues will continue to be provided to Bangladesh in collaboration with the IPF. At the regional
level, a high-level seminar on digital money and fiscal operations (in collaboration with the IMF Fiscal
Affairs Department (FAD)) will be delivered and new courses on cash management and TSA and on FRM
are planned.

Real Sector Statistics

The RSS work program will be geared towards supporting MCs in further strengthening compilation and
dissemination of GDP data according to international statistical standards and improving their periodicity
and updating price indexes. In Phase I, planned CD will focus on supporting: i) strengthening national
accounts and developing seasonal adjusted estimates in Bangladesh; ii) developing QGDP estimates and
input-output tables in Bhutan; iii) updating PPl and developing a new construction index, developing
MIEG and institutional sector accounts in Maldives; iv) updating the PPI, and developing institutional
sector accounts in Nepal; and v) developing input output tables, updating CPIs and developing
institutional sector accounts in Sri Lanka. For India, targeted training will support strengthening national
accounts at the subnational level and TA is planned to strengthen the compilation of financial sector
accounts and balance sheets. Furthermore, a dedicated seminar series on selected topic will be delivered
to the MOSPI. A wide range of regional workshops and training courses are planned, including new
deliveries. A first-time regional workshop on compilation of national accounts will be held in Nepal. In
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addition, courses on CPI, institutional sector accounts, ESS and a new course in big data/machine learning
are planned.

Monetary and Foreign Exchange Operations

The MONOPS work program will continue to focus on supporting CBs in the region in modernizing their
MONOPS framework. Planned CD will support: i) strengthening FX reserve management and monetary
policy implementation in Bhutan; ii) enhancing liquidity management in Maldives; and iii) developing the
FX market and establishing a strategic communications framework in Sri Lanka. Furthermore, a wide set of
regional courses are planned, including several new course deliveries, jointly with CDOT. This includes new
courses on central bank communication and transparency, emergency liquidity assistance and FX
operations as well on monetary policy implementation and liquidity forecasting.

Financial Sector Supervision and Regulation

The FSR work program will be geared towards strengthening supervisory capacity as well as supervisory
and regulatory frameworks in the region and to achieve international standards and best practices.
Planned CD will focus on: i) continuing the ongoing engagement to support the implementation of Risk-
Based Supervision at the BB, a key element of IMF-supported program; ii) strengthening banking
supervision in Bhutan and Maldives, with a focus on expected credit loss-based provisioning and
corporate governance; iii) strengthening banking supervision capacity in Sri Lanka, Maldives and Nepal.
For India, a new customized training on selected fintech issues for the RBI is planned. Furthermore, a first-
time regional workshop will focus on IFRS9 will be held in Bhutan and a new regional workshop on
climate prudential risks will be conducted in Sri Lanka. This will be complemented by a new regional
course on cyber supervision. A webinar on climate-related prudential risks is also planned.

Public Debt Management

A new public debt management workstream will start at SARTTAC (March 2024) fully financed by the JSA
- covering Sri Lanka and Maldives. Planned CD will support strengthening debt management, developing
comprehensive debt management strategies, and establishing effective institutional frameworks and legal
structures. It will also focus on improving debt recording, reporting, and monitoring practices, as well as
enhancing the functioning and liquidity of local currency bond markets. The focus will be on enhancing
transparency and improving the governance of debt management in Sri Lanka and strengthening the
legal framework in Maldives for debt management. Furthermore, regional training on medium-term debt
management strategy will be provided to all SARTTAC MCs and other regional workshops are envisaged,
with funding support from other DPs.
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SECTION IV: GOVERNANCE, RISKS AND RISK MANAGEMENT, OPERATIONS, FINANCIAL
MANAGEMENT AND FINANCIAL NEEDS

A. GOVERNANCE

22, The Center is guided by a SC composed of representatives from SARTTAC MCs, DPs and the
IMF (Figure 1). The SC provides strategic guidance and helps set SARTTAC's priorities, including
endorsing annual workplans and budget and is a vehicle for feedback on CD quality. This model of
governance helps in promoting member country ownership, DPs" involvement and ensuring the Center’s
accountability. The SC meets annually and is chaired by the principal SC representative of the country
where the SC takes place. Observers from neighboring countries, regional organizations, interested DPs,
or other CD providers may join the SC meeting. Before the COVID-19 pandemic, the SC meetings were
held in-person. SARTTAC will continue to capitalize on the hybrid model of the SC meetings during Phase
Il to facilitate attendance of MCs representatives, IMF and DPs’ field offices and senior staff from the IMF
headquarters (HQ). An external evaluation of the work of SARTTAC will be carried out by independent
experts, mid-way through Phase Il (135).

23. The Center comprises a Director, a Deputy Director, resident advisors, and support staff.
The Center Director is responsible for the overall management of the Center, with strategic guidance from
the SC and general oversight from the IMF, including managing day-to-day operations. The Director
manages a team of resident advisors, and local staff, oversees delivery of projects, and administers the
Center's budget in coordination with CDDs. The Director, in consultation with APD and CDDs, leads the
preparation of SARTTAC annual workplan and budget, which is then submitted to the SC for
endorsement. The Director oversees the execution of the work program and he/she is in regular contact
with country authorities, DPs, and other CD providers in the region to keep them informed about the
Center’s activities and to facilitate coordination.

24. IMF CDDs are responsible for the training and TA delivered by SARTTAC in the different
workstreams. Working in conjunction with Director and resident advisors, they design, approve and
direct the CD programs delivered by the resident advisors and short-term experts (STXs) and provide
quality control, monitoring, backstopping, and supervision (139).# They lead the drafting of the sectoral
workplans in conjunction with the Director and supervise the technical content of the work. In addition,
CDDs prepare related Results-based Management (RBM) framework and log frames and monitor activities
execution in the Fund'’s Capacity Development Management and Administration Program (CDMAP).

4 Backstopping involves the provision of strategic advice and guidance, including on the annual workplan and CD activities
content, implementation support and quality control to resident advisors by designated staff of IMF CDDs based at
headquarters.
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25. Financial controls and safeguards, technology and quality control are all done at IMF HQ,
while work program implementation risks are managed at the level of the Center. SARTTAC is
governed by, and administered in accordance with, the provisions of the IMF's Framework Administered
Account for Selected Fund Activities (the “SFA Instrument”), the Essential Terms and Conditions for the
administration of the SARTTAC subaccount, and the SARTTAC Program Document. The Center follows the
policies, principles, and procedures outlined in the IMF's Regional Technical Assistance Centers’ (RTAC)
Handbook that sets governance, program management, fundraising, communication, human resource
issues, administration, finance, and evaluation of RCDCs.

Figure 12: SARTTAC Governance Structure
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B. OPERATIONS

DIRECTOR

26. SARTTAC is headed and managed by a Director who is staff member of APD. The Director is
selected by APD and IMF Institute for Capacity Development (ICD), in consultation with CDDs. He/she
reports to APD and strives to ensure that the work of the Center is consistent with the overall strategy of
APD and the IMF and CDD's CD strategies. The Director maintains regular contacts with APD, all relevant
CDDs and MCs to identify strategic priorities and country needs. He/she manages day-to-day
administrative, travel, budget, reporting, procurement, and accounting operations and ensures that the
Center complies with all Fund administrative rules and HR policies.

STAFF

27. SARTTAC staff comprises resident advisors and locally recruited support staff. CDDs, in
consultation with the Director, select and hire SARTTAC resident advisors through external international
advertisements and provide them with the required support and backstopping to ensure quality and
consistency in their advice and activities. The transparency of the recruitment process is ensured by
regular reports to the SC. Resident advisors are responsible for hiring STXs for peripatetic assignments,
who are backstopped by the resident advisors. In all recruitment of experts, due consideration is given to
qualified candidates from the region. Support staff positions are filled regionally. They are selected and
managed by APD and the Center director, with the support of HRD.

WORKPLAN

28. The Director leads SARTTAC's annual workplan, in consultation with MCs and within the
context of the IMF’s CD prioritization processes set in APD Regional Strategy note and broader IMF
CD resource allocation. The annual workplan is rooted in each MC's economic policies and reforms
strategy and CD priority needs, identified through the continuous dialogue between the IMF and MCs. On
this basis, a detailed country-tailored CD programs is formulated jointly by SARTTAC and IMF HQ. This
ensures that CD activities are integrated with each other and with each country’s reform agenda. The
development of the annual work plan is also coordinated with the IMF budget cycle and resource
allocation process to ensure timely and predictable delivery of planned CD. The draft annual workplan is
presented at the annual SC meeting for endorsement to ensure members’ buy-in as well as accountability.
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29. SARTTAC ‘s workplan consists of training and TA activities to MCs. This includes regional
training courses and workshops, tailored single country national training, high-level seminars, webinars,
attachments, TA missions, and desk review support. The Center Director seeks strategic guidance from SC
members on the workplan including by asking them to send their requests for CD needs, prior to seeking
their formal endorsement. At each SC meeting, the Director presents a monitoring report on the progress
of the activities outlined in the workplan and lays out, in consultation with the chairperson of the SC,
selected issues for discussion.

30. It is a core objective of SARTTAC that the activities of the Center reflect the ownership and
commitment of its members. The IMF's CD activities are driven by demand from its MCs. Their planning
and implementation require the full involvement and buy-in of beneficiary countries to ensure
effectiveness and sustainability of the CD delivered. Inputs from beneficiary countries will be sought at
various stages of work planning and operations of SARTTAC: during surveillance (“Article IV
Consultations”) programs and diagnostic CD missions that inform the CD planning process by APD and
CDC departments in their preparation of CD strategies, and through the input and oversight of SARTTAC's
SC.

31. The delivery of CD is carefully coordinated with other IMF multi-partner vehicles. These
include the IMF Data for Decisions Fund (D4D), the Financial Sector Stability Fund (FSSF), Thematic Trust
Fund on AML/CFT, and the Tax Administration Diagnostic Assessment Tool (TADAT). In addition,
collaboration with external (non-Fund) facilities is also pursued to bring complementarity and synergies
with SARTTAC's activities and help avoid overlap of CD provided.

INTEGRATION OF SARTTAC CD WITH IMF SURVEILLANCE AND PROGRAM PRIORITIES

32. SARTTAC workplans are demand-driven and reflect the surveillance or program priorities
that are identified by APD country teams. APD country teams and SARTTAC LTXs identify CD priorities
arising from their respective interactions with MCs. To foster the integration of SARTTAC CD with the IMF
program and surveillance priorities, the LTXs and all the relevant APD country teams meet to discuss
countries’ priority needs and reach agreement on SARTTAC work plan. In addition, APD country teams
and SARTTAC LTXs debrief each other on each program mission.

COORDINATION WITH DEVELOPMENT PARTNERS AND OTHER CD PROVIDERS

33. Close coordination and consultation with all DPs and CD providers will continue during
Phase Il. The DPs will continue to play a pivotal role in the Centre’s contribution to CD in the region. They
work with the Centre to ensure that its priorities are aligned to support the broad objective of economic
growth, poverty reduction, and climate resilience in South Asia. They participate in Centre's SC meetings
when they review its work program and results and endorse the work plans and budgets. They provide
feedback on strategic CD issues such as strengthening collaboration with CD recipients and improving
RBM. The Centre will continue to engage with them on a regular basis to discuss topical issues such as
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climate resilience, incorporating gender equality in CD, financial innovation, and digitalization.

ACCOUNTABILITY, MONITORING AND EVALUATION

34. SARTTAC is designed and operated to ensure that CD is delivered in a responsive and
accountable manner to the recipient countries. SARTTAC maintains the high-quality standards that are
expected of IMF CD. Monitoring against pre-set objectives and outputs will contribute to timely and
effective CD. SARTTAC will use the RBM framework to monitor and track the progress of CD projects and
activities in each country against pre-set objectives and outputs. The RBM provides consistency,
coherence and predictability in the planning and execution of SARTTAC CD and contributes to strengthen
CD effectiveness. Furthermore, SARTTAC will continue to use the Capacity Development and
Administration Program (CDMAP) to monitor and report on project progress and status of outcomes
through verifiable indicators and milestones.

35. As in the previous phase, a mid-term external evaluation of SARTTAC's activities will be
carried out by independent experts during Phase Il. This external evaluation will focus on the
effectiveness and impact of SARTTAC's CD activities and sustainability. The external evaluation will be
based on the IMF's RBM catalog, which sets out the objectives and expected results and allows for better
monitoring of activities in the medium term.

36. The SC provides a key forum for accountability. MCs can provide immediate feedback and
recommendations on the planned workplan as well as the quality and effectiveness of CD deliver. All SC
members receive the required information that allows them to guide SARTTAC's work.

37. The IMF provides internal institutional support to ensure accountability and consistency in
CD delivery. The combined responsibilities of the IMF Committee on Capacity Building, APD and the
CDDs provide the institutional framework for CD project delivery in the field. All projects, whether
internally or externally financed, whether delivered by IMF HQ or by the IMF regional centers, are
supported by this framework.

38. The IMF’s CD information dissemination policy® will guide SARTTAC in sharing TA reports to
foster accountability and coordination. Under the policy, TA reports may be shared with the SC
members with consent of the TA recipient on a no-objection basis (after 30 days from initial request), and
on the understanding that such information shall be kept confidential. Sharing of TA reports with non-SC
DPs will be determined on a case-by-case based on whether the requesting institution has a legitimate
interest in the TA report, for example through its engagement in related activities in the beneficiary country.
TA reports will be published with the explicit consent of the TA recipient, which is encouraged to
maximize transparency. High-level summaries of strategic CD output will be published unless the
recipient authorities expressly object within 30 days from the initial transmittal. Recipient consent is

5 See https://www.imf.org/en/Publications/Policy-Papers/Issues/2022/04/25/Staff-Operational-Guidance-on-The-
Dissemination-of-Capacity-Development-Information-517227



https://www.imf.org/en/Publications/Policy-Papers/Issues/2022/04/25/Staff-Operational-Guidance-on-The-Dissemination-of-Capacity-Development-Information-517227
https://www.imf.org/en/Publications/Policy-Papers/Issues/2022/04/25/Staff-Operational-Guidance-on-The-Dissemination-of-Capacity-Development-Information-517227

IMF SARTTAC PROGRAM DOCUMENT PHASE I

assumed for sharing country specific RBM data with financing partners and the Board, unless otherwise
stated by the recipient. Explicit recipient consent will be obtained before country specific RBM data are
published.

QUALITY CONTROL

39. Maintaining the quality of CD delivered by SARTTAC is the responsibility of the IMF HQ and
SARTTAC. The IMF HQ backstops SARTTAC resident advisors. CDDs discuss with resident advisors the
objectives and outcomes of each mission with a view to ensuring CD effectiveness and proper sequencing
in building capacity in beneficiary countries. CDDs provide supervision and support throughout the
assignments of resident advisors. In addition, STXs are backstopped by resident advisors. CD departments
review and authorize the TA reports produced by resident advisors and STXs.

VISIBILITY OF DEVELOPMENT PARTNERS

40. DPs will be systematically recognized, with acknowledgement in publications and featured
outreach outlets (145). To ensure partner visibility, SARTTAC uses the standardized logos of DPs in all
communication materials, including published reports and the certificates of course completion. The
support of SARTTAC partners will also be featured in virtual meeting backgrounds featuring the flags/logos
of its members and partners.

C. FINANCIAL MANAGEMENT

41. Contributions from DPs and beneficiary countries will be made into the SARTTAC
Subaccount under the IMF's Framework Administered Account for SFA.® The Subaccount will be used
to receive and disburse financial contributions for the Center's activities. All resources contributed to the
Subaccount will be for the sole use of SARTTAC. The IMF provides DPs and MCs with reports on the
Subaccount’s expenditures, liquidity and commitments through a secure external gateway
(PartnersConnect). Financial reporting on the execution of the Center’s budget will be provided at each SC
meeting. Costs will be on an actual basis’. The operations and transactions conducted through the
Subaccount during the financial year of the IMF will be audited as part of the IMF's Framework
Administered Account for SFA. SARTTAC is also subject to audits by the IMF’s internal audit office. As an
IMF office, SARTTAC complies with IMF procurement practices and other applicable IMF policies, practices,
and procedures.

42. The basis for the financial arrangements between the IMF and SARTTAC MCs and the IMF and
SARTTAC DPs will be Letters of Understanding. These will establish the purposes of the contributions
related to this program document and subject to the terms and conditions of the Subaccount and the SFA
Framework Instrument.

6 See http://www.imf.org/external/np/pp/eng/2009/030409.pdf
7 See http://www.imf.org/external/np/pp/eng/2008/040308a.pdf
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D. RESOURCE NEEDS AND FINANCIAL STABILITY

43. A scaled-up budget will support SARTTAC's Phase Il of operations. A Phase Il budget of
US$80 million was endorsed at the Eight SC Meeting held on July 31, 2024. This represents a significant
increase from financial contributions of US$64.8 million received in Phase | (Table 1) and it is anchored by
India’s financial commitment of US$50 million for Phase Il (from US$32.8 million in Phase I). India is
building a new facility for SARTTAC in Delhi (a training/office building and a hostel wing), to be
completed by end-2025. Due to the one-off fitting out costs (estimated at about US$10 million over
FY24-26) and higher operational costs of the new SARTTAC facility — which were not anticipated when the
strategy note for Phase Il was circulated — administrative costs will sharply pick-up over Phase Il, currently
budgeted at US$25.3 million. The envisaged relocation of the IMF Resident Representative Office for India
to the new facility will reinforce synergies and help reduce some of the fitting out costs and operational
costs. In view of the need to cover these costs, CD spending is budgeted at about US$46.6 million in
Phase I, just slightly higher than in Phase | (US$45.6 million), which will allow to maintain CD delivery to
the region broadly in line with Phase I. This will support the implementation of Phase Il priorities (121), the
continuation of SARTTAC's current CD workstreams, stepping-up activity in emerging and
transformational areas such as climate, gender and digitalization, providing tailored CD to program
countries while ensuring to maintain strong engagement with surveillance countries in the region,
scaling-up tailored national training, and scaling-up the engagement at the subnational level with Indian
states.® Furthermore, a strategic budget reserve of about US$2.4 million is budgeted to provide a buffer
for additional new CD demands from MCs. The distribution of resources across CD programs will be
broadly similar to Phase I. A strategic budget reserve of about US$2.4 million is set to provide a buffer for
additional new CD demands from MCs as well as the implementation of selected CD activities outside
SARTTAC established workstreams.

44. Fundraising is ongoing to mobilize needed financing for the envisaged US$80 million Phase
Il budget. A multi-pronged approach to manage SARTTAC's financial sustainability over Phase Il. This is
anchored by requests to MCs to provide financial contributions (as done in Phase ) and seeking strategic
partnerships with new donors while maintain strong partnership with existing donors. As of end-
November 2024, SARTTAC has secured financial contributions and commitments for US$54.6 million: i)
US$50 million from India; i) US$0.1 million from Bhutan; iii) US$0.1 million from Maldives,; iv) US$1.1
million (AU$ 1.5 million) from Australia; v) U$3 million from Korea; and vi) US$ 0.31 million from the IMF
(Table 2). Draft letters of understanding are being discussed with other SARTTAC members. Discussions
are advanced with the EU and USAID for a possible financial contribution and avenues with new DPs are
being explored.

8 The new Public Debt Management workstream is fully financed by the JSA and, as such, not included in Phase Il budget of
US$80 million.
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As developing human and institutional capacity is a long-term process, SARTTAC's activities
and resource needs are expected to continue beyond Phase Il and address MCs evolving needs. CD
delivery in Phase Il, outcomes and lessons will inform SARTTAC's successive phases of operations.

Table 1: SARTTAC Phase Il Budget: December 1, 2023-April 30, 2029’

Activity (Mi?l?:r? thsn)
Macroeconomics Analysis and Training 16.3
Revenue Administration 7.1
Public Financial Management 11.1
Real Sector Statistics 43
Monetary and Foreign Exchange Operations 3.2
Financial Sector Supervision and Regulation 4.1
Government Finance Statistics and Public Sector Debt Statistics? 0.2
Legal Frameworks and Financial Integrity? 0.1
CD Total 46.6
Administrative Project* 25.7
Governance and Evaluation 0.1
Strategic Budget Reserve 24
Sub Total 74.8
Trust Fund Management fee (7 %)° 5.2
Total 80.0

"Phase Il budget as approved by the SC during IMF SARTTAC's Eight Annual SC Meeting held on July 31,

2024.

2Government Finance Statistics and Public Sector Debt Statistics program was discontinued at end-FY24.
3This represents the budget allocation for the delivery of a standalone training on AML/CFT issues during
January 8-12, 2024. SARTTAC does not have a workstream on Legal Frameworks and Financial Integrity.

4 The Administrative Project budgetary allocation covers the Center's operational costs over Phase II. This
includes local staff personnel costs, utilities, sundries, leasing and facilities costs, and fitting-out costs of the

new SARTTAC facility in New Delhi.

5> Trust Fund Management budgetary allocation covers the anticipated costs incurred by the IMF in
managing and overseeing external funds. This is calculated as 7 percent of the overall expenses.
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Figure 13: Phase Il Capacity Development Budget by Workstreams
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Partners/Members

Partners
Australia

European Union

Korea

United Kingdom
Members
Bangladesh
Bhutan

Maldives

Nepal

Sri Lanka
Partners and Members
Total

Internal Transfers?
COVID19 Initiative

Internal Transfers Total

Host Country and IMF
Host Country (India)

IMF
Host Country and IMF
Total

Grand Total
Program Document
Budget

Table 2: SARTTAC Financial Contributions—Baseline

Phase Il Phase |
Agreement/Amendment Contribution Contributions
Information' Received Received
Currency Amount U.S. Dollars | Amount U.S. U.S. Dollars
Dollars
6,305,833 3,653,850 21,759,256
AUD 1,500,000 1,073,192 | 500,000 653,850 2,522,165
EUR 2,000,000 2,232,641 - - 11,112,511
usbD 3,000,000 3,000,000 3,000,000 5,000,000
usD 3,124,580
200,000 75,000 10,200,000
usb 3,000,000
usD 100,000 100,000 50,000 50,000 100,000
usb 100,000 100,000 25,000 25,000 100,000
usb 2,000,000
usbD 5,000,000
6,505,833 3,728,850 31,959,256
usb 45,000
45,000
UsD 50,000,000 50,000,000 25,000,000 32,800,000
usbD 318,884
50,318,884 25,000,000 32,800,000
56,824,717 28,728,850 64,804,256
80,000,000
-23,175,283

' May also refer to agreements that are under negotiation and approval date for Capacity Development Partnership agreements (e.g.

flexible/umbrella agreements)

2 Refers to a transfer from the IMF COVID-19 Crisis Capacity Development Initiative (CCCDI) to SARTTAC.
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E. OUTREACH AND VISIBILITY

46. The Director leads the planning and execution of SARTTAC outreach activities. Under Phase
Il outreach activities to key stakeholders will be scaled-up to increase the visibility of SARTTAC's CD and
related outcomes and highlight the support of its DPs. Notably, debriefs to DPs will be increased and
communication on upcoming country mission will be scaled-up. Collaboration with IMF headquarters
communications services will be enhanced. In addition, existing outreach tools will be further leveraged:

e SARTTAC Website. The website will be revamped to feature upcoming CD activities and key events,
published TA reports, program documents, annual reports, quarterly newsletters, and independent
evaluations. All DPs and members are acknowledged on the home page.

¢ The quarterly newsletter. It is posted on the website and its dissemination via email will be scaled-
up, including to country representatives, the SC and key stakeholders. The Centre uses this
publication to provide stakeholders with updates on TA and training activities, highlight key CD
activities and outcomes, and upcoming events.

¢ The annual report. The annual report will be published on the website and disseminated via email
to all members and DPs.

e Social Media. Posting on SARTTAC X (former Twitter) and Facebook pages will be scaled-up,
featuring highlights of TA missions, trainings, and meetings with DPs. A linked in account will also
be established to increase visibility. SARTTAC-related content will also be cross-promoted via IMF
HQ-led accounts such as the Twitter and Facebook accounts of ICD for greater outreach.

F. RISKS AND RISK MANAGEMENT
47. Potential risks to SARTTAC Phase Il program rest on:

¢ Financing risks. Several MCs are currently facing financial strains which are likely to impair their
ability to provide financial contributions in Phase Il. Some DPs have also reduced their contributions
for Phase Il (compared to Phase ). Risks exists of a funding shortfall for Phase II, which could lead
to the need to scale back SARTTAC CD activities delivery to the region and increase the use of virtual
modalities for CD delivery.

e Economic and political risks. Economic and political shocks in MCs could lead to increased CD
demand and rapid changes in MCs CD priorities. This could also lead to higher turnover of senior
policymakers, limiting countries’ ownership on CD recommendations.

¢ Implementation risks. Constraints in CD absorption capacity and high staff turnover could reduce
the effectiveness of SARTTAC's CD to the region.
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48.

Mitigating factors are being put in place to manage these risks:

Active fundraising. Financial sustainability considerations have been incorporated into the
strategy for Phase Il. Active fundraising is ongoing, anchored by a constructive dialogue with MCs,

maintaining strong partnership with existing donors, and seeking strategic partnerships with new
donors.

Continuous dialogue with main stakeholders. Maintaining an ongoing dialogue with MCs, APD
country teams, resident representatives, CDDs, and DPs will allow to identify changes in CD
demand and prioritize and allocate resources.

Adaptability. Remaining attuned to MCs needs and regularly re-assessing the workplan will
support addressing changing priorities. In this context, the planned strategic budget reserve in
Phase Il budget will provide some buffers and resources to respond to new or changed CD
demands.
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