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i 1 - Performance budgeting in France:

General Framework



General context

m Deep underlying constraints

(1) Demographic challenge: = papy boom " and PF sustainabililty
(2) Limited economic policy tools: EU integration, euro, SGP

Focus on : public productivity (efficiency), PF imp act on growth
(effectiveness), fiscal allocation (decision making )

Focus on fiscal consolidation: Fiscal rule (zero vo lume)

m Presentation focus on State budget, not “general go vernment”
(excludes Soc. Sec., Local authorities budget)

m Budget reform was followed by structural reforms, a spending
review process, a multi-year budget reform



Challenges to performance budgeting

Limited financial power of the Parliament
Rigidities in public finances management

m  Administrative-based budgeting: ministerial struct.
m  Administrative bargaining: spending incentive

m Fragmentation of public accounts (848 chap.)

m Fragmentation of management information (eg HR)



Constitutional politics

Mix const. regime: Presidential/Parliamentarian

Directly elected Pdt + PM & Majority MP
Always a Majority MP for PM’s Budget Act

m The crisis
m Conseguence of the crisis: new MF, new dynamic

m Global consensus: Multi-partisan, Inter-institutions, political
leadership (mature/pragmatic individuals)

m Writing the new constitutional Bylaw on budget acts
Voted in August 2001 for implementation in 2006



Budget structured by public policy

Discussion and vote M |SS | on
in Parliament
Programme Programme Programme

Action Action Action Action
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Missions/Programmes

Rebalancing budget powers

Greater appropriation role for Parliament
Greater implementation responsibility for Governmen t

m The Mission is the voting unit for Parliament appropri ations

Parliament may reallocate appropriations between Pr  ogrammes, within a
Mission. The Mission may be ministerial / inter-min isterial

m The Programme is the implementation unit for Government

Under a single ministry. Tied with explicit perform ance goals and
indicators. A dedicated Programme Manager in charge of implementation
with individualized responsibility. Fungible credit lines within a
Programme for a more flexible management



A ‘first-euro’ appropriation process

Up to 2005 Since 2006

New measures for

Current each ministry:

services 97 passed in 2003 47 missions,
appropriation: 47 votes
single vote

s

100% of the appropriations are
debated in Parliament, for each
mission .

94% of appropriations are renewed
virtually automatically from one year to
the next (current services appropriation)
without being brought into question.
Most of the debates focus on just 6% of
the general budget.
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Incentive: asymetric fungibility

Programme Class Class Class Class
“National police” Personnel | Current services Investment Subsidies

Actions:

Public order and protection
of sovereignty

Public security

Road safety

Immigration administration
and international transport
safety

Criminal investigation
police and assistance to
the judicial system

| Command, training and
logistics
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Parliament involvement in performance

m Enhanced appropriation process
> Appropriations on a “first euro” basis.

» Increased appropriations powers (between Programs, within
Missions)

» Performance-based appropriations: assessment of previous
spending achievements (with goals and target indicators: PAPS)

> A new moment in the budget cycle: the spring performance
assessment (RAPS)

m Improved control over government action
» Greater investigative and hearing powers

» Stronger links between budget execution and parliamentary
authorisation
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2 — Synthesis:

Key Institutional Factors
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Key Institutional Factors - 1

m A Constitutional Law with strong support and
leadership
» Highly institutionalised and mandatory for all actors.
» High political appropriation: Unanimous multi-partisan support
» Strong leadership: within Parliament and the Executive

m A new power balance between the Executive and
the Legislative — with clearer responsabillities
» Greater appropriation power for Parliament (first-euro based)

» Greater expenditure management autonomy by Ministries
(fungibility)

> A new budget structure to set the power balance
(Mission/Programme/Action) and clarify responsabilities
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Key Institutional Factors - 2

m Priority to transparency and accountability

> A budget structure centred on transparency: Expenditure
presented by public policies (*Missions”) and not by
Institutions (ministries).

» Simple budget documents, easily readable by the public.

» Focus on accountability: public identification of the individuals
iIn charge (Programs) and hearings

» Certification of budget by Court of Auditor

m A new Budget cycle: A focus on performance
» Performance information built in budget documents.

» A new budget cycle: a performance review phase (spring) with
dedicated performance review documents. Used later for
following year budget debate.

» Public Performance hearings by parliament (accountability)
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Key Institutional Factors - 3

m New roles for Ministry of Finances and Line
Ministries
» A shift from ‘expenditure-focused’ to ‘goal-focused’ budget
+ Performance measurement + Cost analysis (analytic. acc.)

» Line ministries set goals and propose indicators. They engage
their responsibility. Autonomy for spending management
under ceilings (fungibility).

» Ministry of Finances provides methodological supervision and
allows for progressive adaptation (pragmatic approach).

m Within the Ministry of Finances, enhanced inter-
Department coordination
» Contents of Budget documents are more integrated.

» This leads to higher coordination between departments of the
ministry of Finances: Budget Dpt, Government Reforms Dpt,
Public Accounting Dpt, Human Ressources Management Dpt
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