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MTBF the Concept:

Medium-term budgetary frameworks (MTBFs) are defined as those fiscal 
arrangements that allow government to extend the horizon for fiscal policy making 
beyond the annual budgetary calendar. Medium Term Budgetary Framework (MTBF) 
is a multi-year approach to budgeting which links the government's policy objectives 
and strategic priorities to its budget and spending plans. MTBF supports three 
important objectives of public financial management, which are: (1) fiscal discipline, 
(2) strategic prioritization, and (3) operational efficiency. It has two complementary 
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“top down”  and “bottom up”  components, and involves a number of complementary 
reforms to ensure that the reforms take root, including coordination with the PIFRA 
reforms to ensure appropriate systems support to the MTBF, review of the legal 
framework for public financial management, and strengthening the capacity of Finance 

3
Division .

 A strategic, 'top-down', component which sets the overall fiscal framework and provides guidance in the form of indicative budget      
preparation ceilings to each line ministry.  This component focuses  on Finance Division.
A 'bottom-up' component, which supports line ministries to allocate resources strategically and  in accordance with their ceilings.  
This component focuses on line ministries.
Government of Pakistan, Medium Term Budgetary Framework (MTBF) Frequently Asked Questions (FAQs) Finance Division, 
Islamabad
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What MTBFs Do

 

How They Do It

 

Who Benefits

 

1. Reinforce aggregate 
fiscal discipline 

 o

 

presenting deferred effects 
of today’s decisions 

 

o

 
imposing restrictions on 
future budgets

  

o

 

Finance Ministers

 

o

 
Taxpayers

 

o

 
Future Generations 

 

2. Facilitate a more 
strategic allocation of 
expenditure  

o
 

early reaction to future 
adverse developments  

o abstracting from annual legal 
and administrative 
constraints 

o
 

provide an additional 
dimension in policy making 

 

o
 

Prime Ministers
 

o  Line Ministers  

o  Parliamentarians  

3. Encourage more efficient 
inter-temporal planning 

 

o

 
providing greater 
transparency and certainty to 
budget holders about their 
likely future resources

  

o

 
Line Ministries

 o

 

Agencies

 o

 

Local Governments 

 

4  Medium Term Budgetary Framework Background Paper, PILDAT, May 2010, pp.8
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Benefits of MTBF
MTBF has the following main benefits:

i. supports predictability in the budget process by ensuring the budget is based on 
a medium term macroeconomic and fiscal forecast;

ii. It ensures that fiscal policy objectives (levels of revenue, expenditure and fiscal 
deficit) provide the overall framework for budgetary management;

iii. It relates budgetary allocations to strategic priorities by focusing the budget 
more clearly on services (i.e. outputs) and providing budgetary ceilings to line 
ministries that reflect these priorities;

iv. It creates a more efficient budget management system based on delegated 
authority to line ministries.
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