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Overview of Presentation

1) Designing and Implementing PB systems

2) Integrating Performance Information (PI) 
into the budget process

3) Using PI in decision making

4) Benefits and Challenges

5) OECD Guidelines
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Part 1: Designing and Implementing 
Performance Budgeting systems

• Types of Performance Information 
(PI) developed by OECD countries 

• Different implementation 
approaches

• Institutional roles
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Assessment of the Government's non-financial performance in 
2007
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What types of non-financial performance measures have been developed for 
Central Government?

Output measures Outcome measures Other non-financial 
performance measures

Australia X X ...
Austria X X
Belgium
Canada X X X
Czech republic
Denmark X X X
Finland X X
France X
Germany X X X
Greece X ... ...
Hungary
Iceland X
Ireland X X X
Italy X X
Japan X X
Korea X X X
Luxembourg X
Mexico X X X
Netherlands X X
New Zealand X X X
Norway X X
Poland X X
Portugal X X
Slovak Republic X X X
Spain X X
Sweden X X X
Switzerland
Turkey ... ... ...
United Kingdom X X ...
United States X X
… : Data non available



Country
Most recently 
implemented 

Reform
Year Main Purpose

Australia Strategic Reviews 2007
To improve programs efficiency and 
effectiveness by taking holistic look 
at major clusters of programs

Canada Strategic Reviews 2007

To review overall departmental spending (or 
strategic horizontal issues). To be used to 
inform the budget planning process 

Denmark Accrual Accounting 2007
Accrual accounting and budgeting are being 
implemented for the central government 
sector. 

Korea Strategic Plans 2006 Development of strategic plans which will be 
updated every 3 years. 

Sweden Reform budget 
information 2009

Goals for expenditure areas are approved by 
Parliament. The standing committees and 
ministries agree the performance information 
presented in the Budget Bill

UK

Comprehensive 
Spending Reviews 2000- Reallocate money to key priorities and to 

i h ffi i d d li f bli
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Different implementation strategies 
for PB

• Top-down versus bottom-up
• Incremental versus big band
• Comprehensive coverage versus partial 
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Strategies Coverage Timescale
Top-
down

Bottom-
up

Comprehensive Partial Big bang Incremental

Australia X X X

Canada X X X

Denmark X X X

Korea X X X

Netherlands X X X

Sweden X X X

United Kingdom X X X

United States X X X

Summary of country implementation strategies
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Index of degree of involvement of MOF’s in Government Wide 
Performance Measures Initiatives
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Potential benefits and risks of top 
down approach

Promotes
• Stronger pressure for reform
• Uniformity in approach and 

framework across government
• More information at the 

centre to make decisions
• Better coordination and 

monitoring 

Risks 
• Limiting flexibility to achieve 

results
• Too rule bound and 

performance becoming 
compliance

• Becoming an expensive paper 
exercise

• Failing to gain the support of 
agencies 

• Creating perverse incentives 
and distorting behaviour
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Part 2: Integrating 
Performance Information (PI) 

into the budget process
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Integrating PI into government-
wide budget process

• Changing the budget structure (e.g Australia, 
the Netherlands, New Zealand and the United 
Kingdom)

• Using PI in budget negotiations between 
Ministry of Finance (MOF) and spending 
ministries

• Using PI in budget negotiations between 
spending ministries and their agencies
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Changing budget structures

• Budget structures more conducive to integration of PI –
program structure or  outputs/outcomes structure

• Countries change structure as part of efforts to introduce 
accrual- based budgeting e.g Australia, NZ, and UK

• Does not necessarily change budgetary decision making 
needs also to alter the budget process and incentives of 
actors in process
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Budget negotiations between MOF and spending 
ministries

• Presentational Performance budgeting – No formal 
mechanism incorporating PI into budget process at this 
stage e.g. Denmark and Sweden

• Performance Informed Budgeting- PI informs budget 
allocation along with other information – loosely linking 
planned performance  to funding e.g. NZ , UK, and 
Canada.

• Direct Performance Budgeting - directly and explicitly 
links performance results to funding. Limited use mostly 
in certain sectors and countries (e.g  education and Health 
and Nordic countries) 
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PI in budget negotiations between 
ministries and their agencies

• PI more often used by spending ministries 
• Agency performance agreements and contracts e.g. 

Australia,  Netherlands, NZ and Nordic countries
• Depending on flexibility in wider budget structure 

used to manage programs and redistribute resources 
• Across and within countries wide variation in use of PI 

in decision making. 
• Depended on quality of PI, political pressure, and 

strong organisational leadership
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PART 3: Using Performance 
Information in decision making 

to improve performance
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Potential mechanisms available to motivate 
performance
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Mechanism Rewards Sanctions
Funding Increase funding to the agency. Reduce or restrict agency funding.

Maintain status quo on agency 
funding.

Eliminate agency funding.

Provide management and/or 
employee bonuses.

Cut the salary of management and/or 
employees.

Increase the staff budget. Cut the staff budget.

Flexibility Allow the agency to retain and carry 
over efficiency gains.

Return all funding to the centre.

Allow flexibility to transfer funds 
between different programmes and/or 
operating expenditures.

Restrict the ability to transfer funds.

Exempt the agency from certain 
reporting requirements.

Increase the reporting requirements.

Order a management audit of the 
agency.

Public recognition Publicly recognise the agency’s 
achievements.

Publicly criticise the agency’s 
performance.



Incentives to motivate agencies to improve 
efficiency and performance

• Financial rewards and sanctions
• Increase or decrease financial and managerial 

flexibility
• Public recognition
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% of Ministry of Finance that eliminate programmes, if performance targets are 
not met
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Consequences if performance targets are not met in OECD countries
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Financial rewards and 
sanctions

• MOFs do not automatically reward or punish agencies 
based on performance results

• Exception Korea- announced a  10% budget cut for 
ineffective programs

• Most MOF use PI as a signaling device and serves as a 
trigger to more closely monitor poor performing agencies

• With poor performing agencies most common course of 
action to hold resources constant and review during the 
year
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PART 4: Benefits and 
Challenges
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Reported benefits

• Greater focus on achieving results
• Improves planning, especially when used in 

conjunction with Medium Term Expenditure 
Frameworks

• More information on
– Government goals/priorities 
– How national programs fit in with goals
– Actual results and performance

• Improves transparency 
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Reported benefits (Continued)

• Signalling device highlights policies and 
programs that work and those that do not 
work 

• Improves management
• Improving efficiency
• Used to inform budget decisions in certain 

contexts
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The Challenges

Countries continuing to struggle with 
• Integrating PI into the budget process in a 

systematic manner
• Measurement of outputs & outcomes 
• Improving the quality, credibility, relevance and 

timeliness of PI
• Perverse incentives (e.g. manipulate of data)
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The Challenges (continued)

• Developing the capacity of MOF and spending 
ministries

• Overcoming resistance to change from public 
servants

• Convincing politicians to use PI in decision making
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PART 5: OECD General 
Guidelines 
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OECD General Guidelines for Developing 
and Improving the Use of PI in the Budget 

Process
• Contextual variables – No one “best” model.
• A common whole of government planning and reporting 

framework
• PI should be integrated into the budget  
• Avoiding government wide systems that tightly or 

directly link performance results to resource allocation
• Independence assessment of PI should be carried out
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OECD Guidelines (Continued)

• Support of political and administrative leaders 
is vital

• Reform approaches need to be adapted to 
evolving circumstances

• Develop incentives to motivate civil servants 
and politicians to change behavior
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Thank You
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