ANNEX C: COMPOSITE INDEXES FOR HRM, BUDGET PRACTICES AND
REGULATORY MANAGEMEN T

The narrowly defined composite indexes presentéslovernment at a Glanaepresent the best
way of summarising discrete, qualitative information on key aspects of public management practices,
such as theypeof HRM system or flexibility in budgetin
easier to interpret than trying to frd c ommon trend i n manyetsaepar at e
2004).However, their development and use can be controversial. These indexes are easily and often
misinterpreted by users due to a lack of transparency as to how they are generated andirige resul
difficulty to truly unpack what they are actually measuring.

The OECD has taken several steps to avoid and address the common problems associated with
composite indexedhe composites presented in this publication adhere to the steps identified in th
Handbook on Constructing Composite Indicatdidardo et al, 2008) that are necessary for the
meaningful construction of composite or synthetic indexes:

i Each composite index is based on a theoretical framework representing an agreed upon
concept in the r@a it covers. The variables comprising the indexes were selected based on
their relevance to the concept by a group of experts within the QBEQDIin consultation
with country delegates to the relevant working parties.

9 Various statistical tools suchad act or analysis and theil comput
were employed to establish that the variables comprising each index are correlated and
represent the same underlying concept.

1 Different methods for imputing missing values have been explored.
1 All sub-indicators and variables were normalised for comparability.

9 To build the composites, all stibdicators were aggregated using a linear method according
to the accepted methodology.

1 Sensitivity analysis was carried out in order to establish the robssbhéise indicators to
different weighting optionse(g.equal weighting, factor weights and expert weights).

The indexes do not purport to measure the overall quality of human resource, regulatory
management or budgetary systems. To do so would requingch stronger conceptual foundation
and normative assumptions. Rather, the composite indexes prese@@eeimment at a Glancare
descriptive in nature, and have been given titles to reflect this. The survey questions used to create the
indexes are thesame across countries and over time, ensuring that the indexes are comparable.
Additional details about the theoretical framework, construction and weighting for each composite are
provided below including graphs showing the sensitivity of the indexesffieretht weighting
schemes, shedding light on any potential bias resulting from the chosen walgiésthe composite
indexes were developed in-operation with member countries and are based on best practices and/or
theory, both the variables comprigitthe composites and their weights are offered for debate and,
consequently, may evolve over time.
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C.1.HRM Composites: Theoretical framework, construction and weighting

All the data in the composite indexes for HRM practices derive from the OECD 208y Sun
Strategic Human Resource Management. The composites, including the variables comprising each
index and their relative weights, are based on concepts that reflect contemporary developments on
how to best manage human resources in the public sezimpitype of recruitment systems, extent of
decentralisation, use of performadz®sed practicespnd were reviewed by the OECD Working

Party on Public Employment and Management. I n a
underlying conceptwereverified using factor analysisnd by computing a coefficient of reliability,
called Crohbachos al pha.

Missing values were an issue for the Strategic Human Resource Management database. Different
techniques to estimate missing values were appkesgd on the nature of the missing information,
including mean replacement, expert judgment and/or eliminating the country from the calculation of
the composite indicator.

In order to eliminate scale effects, all the variables were naendli bet wee ni i® opmai or
the final computation of the index. After testing several weighting options (including equal weighting
and factor weights), the final indexes were built on equal weights based on pxjmgrtent
Aggregation is based on the linear methad aliernative methodsuch as geometric aggregation
were not technically relevant. Finally, robustness checks based on Monte Carlo simulations were
conducted to test the sensitivity of the indexes to different weighting assumptions.

The figures for edtcomposite present the final score for each member country together with the
results of the sensitivity analysis, which depict the minimum and maximum scores that might prevail
when weights are randomly assigned to the underlying variables.

! Factor analysis is a statistical check that looks at how a set of variables are associated and whether they are ¢brrelated wi
each other. Factor analysis is based on the idea that if there is a significant correlatiora asaboiyariables, then no
essential insight is lost by reducing this large set of variables into a smallerer@ecpomposite)Variables with factor

loadings less than 0.3 are rsitongly positivelycorrelated with other variablgge. do not move in the same directjon

Since the composite indexes presenteavernment at a Glancaggregate varidés that are linearly relatedariables

with factorloadings less than 0.3 were omitted from the final computation of the imdess these variables had theoretical
relevance to the underlying concept.

Cronbachos Al pha is a coefficient of r el atistibis demetalyusechsed on
to investigate the degree of correlation among a set of variables and to check the internal reliability of items in @ model o
survey. A Cronbachoés alpha coefficient e q U a beledtiom isn@r o me an

correlated and therefore is statistically not relevant), while a coefficient equal to one means that the variablestlgre perfec
correlated. In general, a coefficient of 0.6 or 0.7 is considered to be an acceptable indication thabthe ase measuring
the same underlying construct.
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Delegation n HRM in central government

C.1.1 Extent of delegation of HRM practices to line ministries in central government, with sensitivity
analysis (2005)
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Notes: Figure presents the sensitivity of the index to various weighting assumptions, showing the minimum and maximum

scores that might prevail when weights are randomly assigned to the underlying variables. Index ranges from 0 (no delegation)

and 1 (high Il evel of delegation). Cronbachos al pha@aorabbve@8 0 (comput
indicates a high degree of correlation among a set of variables. This index summarises the relative level of authority provided to

line ministries to make HRm decisions. It does not evaluate how well line ministries are using this authority.

Variables, Weights and Scoring

The following variables have been used in the construction of this index, and were given equal
weights:

3
Government at a Glance 20@9OECD 2009 http://www.oecd.org/gov/indicators/govataglance




C.1.2 Variables and weights used in the delegation index

Q.20: Existence of a central HRM body (16.7%)

Q.21: Delegation of establishment (16.7%)

Delegation

Q.24: Delegation of decision on compensation levels (16.7%)

index

(16.7%)

Q.27: Delegation of decision regarding position classification, recruitment and dismissalﬁ

Q. 30: Delegation of decisions related to other conditions of employment (16.7%) ‘

organizations (16.7%)

Q.36: Impact of delegation for pay/terms and conditions of employment across goverannt

C.1.3 Scores assigned to country responses to questions comprising the delegation index

Question Scoring

20 Is there a central agency/department in charge Yes: 1.000; No: 0.000; Not responsible, but a central
of human resources at central/national/federal agency/department aims to coordinate the HR policies across
government level? departments: 0.500

21 Delegation of the establishment of (see list Each sub-question 21(1) and 21(2) was scored as follows:
below) is primarily determined by: (see options in | Central HRM body (which sets the rules and is closely involved in
scoring section) applying them)/Ministry of Finance: 0.250; Central HRM body, but
(1) Numbers and types of posts within with some latitude for ministries/departments/agencies in applying
organisations the general principles: 0.500; Ministries/departments/agencies,

(2) Allocation of budget envelope between within established legal and budgetary limits: 0.750; Unit/team level:
payroll and other expenses 1.00; Other/varies depending on departments/functions: 0.625
The final score is an average of the scores for 21(1) and 21(2)

24 Delegation of decisions regarding compensation | Each sub-question 24(1) and 24(2) was scored as follows:
levels (see list below) is primarily determined by: | Central HRM body (which sets the rules and is closely involved in
(see options in scoring section) applying them)/Ministry of Finances: 0.250; Central HRM body but
(1) General management of pay systems (fixed with some latitude for ministries/departments/agencies in applying
portion, progressi ons, ¢ thegeneralprinciples: 0.500; Ministries/departments/agencies,

(2) Management of the variable portion of pay within established legal and budgetary limits: 0.750; Unit/team level:
- benefits 1.00; Other/varies depending on departments/functions: 0.625
- performance-related pay The final score is an average of the scores for 24(1) and 24(2)

27 Delegation of decisions regarding position Each sub-question 27(1) - 27(7a-c) was scored as follows:
classification, recruitment and dismissals (see Central HRM body (which sets the rules and is closely involved in
list below) is primarily determined by: (see applying them)/Ministry of Finances: 0.250; Central HRM body but
options in scoring section) with some latitude for ministries/departments/agencies in applying
(1) Post classification system i grades the general principles: 0.500; Ministries/departments/agencies,

(2) Original individual recruitment into the civil within established legal and budgetary limits: 0.750; Unit/team level:
service 1.00; Other/varies depending on departments/functions: 0.625
(3) Individual recruitment of casual staff The final score is an average of the scores for 27(1) - 27(7a-c)
(4) Individual duration of employment contract in
the civil service
(5) Individual duration of contract in specific
posts
(6) Individual career management
(7) Individual dismissal

(7a) following lack of performance

(7b) following organisational restructuring

(7c) following misconduct

30 Delegation of decisions related to other Each sub-question 30(1) - 30(5) was scored as follows:
conditions of employment (see list below) is Central HRM body (which sets the rules and is closely involved in
primarily determined by: (see options in scoring applying them)/Ministry of Finances: 0.250; Central HRM body but
section) with some latitude for ministries/departments/agencies in applying
(1) Flexibility of working conditions (numbers of the general principles: 0.500; Ministries/departments/agencies,
hours, etc.) within established legal and budgetary limits: 0.750; Unit/team level:
(2) Adjustments to working conditions (part-time, | 1.00; Other/varies depending on departments/functions: 0.625
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(3) Performance appraisal systems

(4) Code of conduct

(5) Ethics, equal opportunity, equity issues

The final score is an average of the scores for 30(1) - 30(5)

36

Do the levels of pay/terms and conditions of
employment (see list below) vary significantly
across government organisations for the same
level of posts?

(1) Basic pay

(2) Other types of remuneration/social benefits
(3) Duration of individual contracts in specific
posts (mandates)

(4) General duration of employment in the public
service

(5) Flexibility of working conditions (number of
hours, etc.)

(6) Adjustments to working conditions (part-time,
etc.),

(7) Performance appraisal systems

(8) Code of conduct

(9) Ethics, equal opportunity, equity issues

Countries were asked to respond to each of the items (1) - (9) for:
a) Within central/national/federal government across
ministries/departments/agencies

b) Within the same ministries/departments

Responses were scored as follows:
Yes, significantly: 1.000; Yes, to some degree: 0.500; Not at all:
0.000

The final score is an average of all the sub-scores.

Government at a Glance 20@90OECD 2009
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Central government recruitment systems

C.1.4 Type of recruitment system used in central government, with sensitivity analysis (2005)
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Notes: Figure presents the sensitivity of the index to various weighting assumptions, showing the minimum and maximum

scores that might prevail when weights are randomly assigned to the underlying variables. Index ranges from 0 (career-based

system) and 1 (positioni based system) . Cr onbachdéds alpha: 0.596 (computed with SPSS).
0.6 indicates a high degree of correlation among a set of variables. This index describes a spectrum of recruitment systems in

place in OECD member countries. It does not evaluate the performance of different systems.

Variables, Weights and Scoring

The following variables have been used in the construction of this index, and were given equal
weights:

C.1.5 Variables and weights used in the recruitment system index

Q.37: Becoming a public servant in general (25%)

Q.38: Meritbased appointment at entry in the selection process (25%)

Type of recruitment
system index

Q.39: Allocation of posts (25%)

Q.81: Recruitment of senior civil servants (25%)
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C.1.6 Scores assigned to country responses to questions comprising the type of recruitment system

index
Question Scoring
37 How does one become a public servant in Through a competitive examination that provides for entry into a
general? specific group of the public service: 0.000; Through direct application

to a specific post and interview (with minimum degree requirement) :
0.666; It varies depending on the post: 0.333

38 If your system does not include a competitive Respondents were to select all items that applied. Each item
written examination, how is merit-based receives a score of 0.200 and the final score is a sum of all items
appointment at entry guaranteed in the selection | selected.
process? All vacancies are published; Recruitments are made with panels;

Recruitment firms are used; Shortlist of possible candidates
prepared jointly by the HR department and the recruiting department;

Other
39 How does one individual get a specific All posts are open to internal and external recruitment and applicants
position/post? apply to the different posts: 1.000; Most posts are open to internal

and external recruitment and applicants apply to the different posts:
0.666; Some posts are open to internal and external recruitment and
applicants apply to the different posts: 0.333; No posts open to
external recruitment: 0.000

81 How are the rest of senior managers recruited? Originally selected by competitive examination early on in their
careers and managed as a group thereafter: 0.000; Through career
progression within the public service only: 0.000; All senior
management positions are open to external recruitment: 1.000; A
good proportion of management positions are open to external
recruitment: 0.500
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Useof performancerelated pay

C.1.7 Extent of the use of performance-related pay in central government, with sensitivity analysis (2005)
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Notes: Figure presents the sensitivity of the index to various weighting assumptions, showing the minimum and maximum

scores that might prevail when weights are randomly assigned to the underlying variables. Index ranges from 0 (no use) and 1

(highuse).Cr onbachdés alpha: 0.937 (computed with SPSS). A Cronbachods a
of correlation among a set of variables. This index provides information on the formal use of performance-related pay in central

government, but does not provide any information on its implementation or the quality of work performed by staff.

Variables, Weights and Scoring

The following variables have been used in the construction of this index, and were given equal
weights:

C.1.8 Variables and weights used in the PRP index

Q.76: The uses of PRP mechanism (25%)

Performancerelated
pay (PRP) index

Q.76b: The use of oreff bonuses and/or merit increments (25%)

Q.76a: PRP and staff categories (25%) }
Q76¢: Maximum proportion of basic salary that PRP represents (25%) }
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Figure C.1.9 Scores assigned to country responses to questions comprising the PRP index

Question Scoring

76 Is performance-related pay in use in your Yes: 1.000; No : 0.000
country?

76a | If PRP is implemented, for which category of For most government employees: 1.000; For senior staff only: 0.666;
staff does it apply? Only in a few central/national/federal government organisations:

0.333

76b | Do organisations mostly use: One-off bonuses: 0.500; Merit increments: 0.500

76¢c | What is the maximum proportion of basic salary 1-5% : 0.250; 1-10%: 0.500; 1-20%: 0.750; 1-40%: 1.000
that PRP can represent?
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Use of performance assessmeint HRM decisions for government employees

C.1.10 Extent of the use of performance assessments in HR decisions in central government, with
sensitivity analysis (2005)
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Notes: Figure presents the sensitivity of the index to various weighting assumptions, showing the minimum and maximum

scores that might prevail when weights are randomly assigned to the underlying variables. Index ranges from 0 (no use) and 1

(high use). Cronbachés al pha: 0.606 (computed with SPSS). A Cronb
of correlation among a set of variables. This index provides information on the formal use of performance assessments in

central government, but does not provide any information on its implementation or the quality of work performed by staff.

Variables, Weights and Scoring

The following variableswere used in theamstruction of this indexand were given equal

weights:
C.1.11 Variables and weights used in the performance assessment index
Q.74.1: Career advancement (25%) }
.74.2: Remuneration (25% }
Performance Q (25%)
assessment index Q.74.3: Contract renewal on the same job/remaining in the same job (25%)}

Q.74.4: Employment contract renewal in the public service (25%)
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C.1.12 Scores assigned to country responses to questions comprising the performance assessment

relation to career advancement

index
Question Scoring
74.1 | Importance of performance assessments in High: 1.000; Medium: 0.666; Low: 0.333

74.2

Importance of performance assessments in
relation to remuneration

High: 1.000; Medium: 0.666; Low: 0.333

74.3

Importance of performance assessments in
relation to contract renewal on the same job

High: 1.000; Medium: 0.666; Low: 0.333

74.4

Importance of performance assessments in
relation to employment contract renewal

High: 1.000; Medium: 0.666; Low: 0.333

Government at a Glance 20@90OECD 2009
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c.2. Budget CompositesTheoretical framework, construction and weighting

The composite indexes for budget practices and procedures, including the variables comprising
each index and their relative weights, are based on polcailomy literature on budget institutions

(e.g. von Hagen, 1992, Alesinat.al, 1999, Hallerberget. al 2007) . I n addition,
statistical relevance to the underlying conseyss verified using factor analy3isnd by computing a
coefficient of reliability, called Cronbachés al

There vere relatively few missing values in the Budget Practices and Procedures Survey
databaseand al | mi ssing dataopornnegweigeconrspdesed.
indefinite fAothero responses i n answer basedroanrey whi
analysis of country comments available in database.

In order to eliminate scale effects, all the variableswere n@endli bet ween #fA00 and f
the final computation of the index. The weights for the underlying variables wentesebased on
the theoretical framework, and variables were aggregated using the linear method. Finally, robustness
checks based on Monte Carlo simulations were conducted to test the sensitivity of the indexes to
different weighting assumptions.

The figues for each composite present the final score for each member country together with the
results of the sensitivity analysis, which depict the minimum and maximum scores that might prevail
when weights are randomly assigned to the underlying variables.

3 Factor analysis is a statistical check that looks at how a set of variables are associated and whether they are ¢brrelated wi
each other. Factor analysis is based on the idea that if there is a significant correlatiora asabofyariables, then no
essential insight is lost by reducing this large set of variables into a smallei.en@ ¢omposite)Variables with factor
loadings less than 0.3 are rsitongly positivelycorrelated with other variablgge. do not move in the same directjon
Sincethe composite indexes presented@overnment at a Glancaggregate varidés that are linearly relatedariables

with factor loadings less than 0.3 were omitted from the final computation of thelintess these variables had theoretical
relevance totte underlying concept.

“Cronbachés Alpha is a coefficient of reliability dased on
to investigate the degree of correlation among a set of variables and to check the internalyrefidteilits in a model or
survey. A Cronbachdds alpha coefficient equal to zero mean

correlated and therefore is statistically not relevant), while a coefficient equal to one means thathtes aadaperfectly
correlated. In general, a coefficient of 0.6 or 0.7 is considered to be an acceptable indication that the variablesiage measu
the same underlying construct.
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Medium-term budget perspective

C.2.1 Use of medium-term perspective in the budget process at the central government, with sensitivity
analysis (2007)
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Notes: Figure presents the sensitivity of the index to various weighting assumptions, showing the minimum and maximum
scores that might prevail when weights are randomly assigned to the underlying variables. Index ranges from 0 (no medium-
term perspective) and 1 (highly developed medium-t er m per spective). Cronbacho6s al pha:

Cronbachds alpha close to or

above 0.6 indicates Thisindéxgkasuke gr e e

the extent to which countries have developed a medium-term perspective in their budget process. However, it does not
evaluate whether this perspective has been effective at achieving budget outcomes such as fiscal discipline and allocative

efficiency.

Variables, Weights and Scoring

The mediurterm budget perspective index is constructed from twoirsddxes of varying
weights. Within eaclsubindex, questions are equally weighted.

Government at a Glance 20@9OECD 2009
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C.2.2 Variables and weights used in the medium-term framework index

Q.16: Level of detail of mulfiear expenditure estimates (16.7%)

Q.17: Period covered by the muj@ar expenditure estimates }

Estimates (16.7%)
(66_7%) Q.18: Frequency with which the multéar expenditure }
estimates are updated (16.7%)
Medium-term Q.19: Basis for extrapolating muytear expenditure estimates
perspective (16.7%)
index Q.20: Existence of muljiear expenditure targets/ceilings }
(11.1%)
Targets/Ceiling
Q.21: Period covered by the targets/ceilings (11.1%) }
(33.3%)
Q.22: Frequency with which the targets/ceilings are revised }
(11.1%)

C.2.3 Scores assigned to country responses to questions comprising the medium-term framework index

ESTIMATES (weight 66.7%)

Question Scoring

16 Does the annual budget documentation No: 0.000; Yes, at the aggregate level: 0.333; Yes, at the ministry
submitted to the Legislature contain multi-year level: 0.666; Yes, at line item level: 1.000
expenditure estimates? Other: Belgium: 1.000; Iceland and Norway: 0.667; Korea and

Portugal: 0.333

17 How many years do the multi-year expenditure 2 years: 0.000; 3 years: 0.200; 4 years: 0.400; 5 years: 0.600; 6
estimates cover (including the upcoming years: 0.800; 7 years: 1.000; 8 years: 0.200; 9 years: 0.200; 10
budget)? years: 0.200

Other: Mexico: 0.000

18 How often are the multi-year estimates updated? | Every 10 years: 0.200; Every 4 years: 0.400; Every 3 years: 0.600;
Every 2 years: 0.800; Annually: 1.000
Other: Australia, Canada and the United States: 1.000

19 If applicable, from what basis do you extrapolate | This is a multiple choice question and respondents were to select all
multi-year expenditure estimates? items that applied. Each item carries a score of 0.167. The final
score is the sum of the scores for the items selected. Items available
for selection are:

a. Expenditures in future years are based on current legislation

b. Expenditures in future years are based on anticipated legislative
changes

c. Expenditures in future years are unchanged in nominal terms

d. Expenditures in future years are unchanged in real terms

e. Expenditures in future years are adjusted for the official
macroeconomic forecast

f. Expenditures in future years are adjusted for demographic

changes
TARGETS/CEILINGS (weight 33.3%)
Question Scoring
20 Are there multi-year expenditure targets or No, there are no such targets or ceilings: 0.000; Yes, there are
ceilings? aggregate targets or ceilings : 0.333; Yes, there are targets or

ceilings for each ministry: 0.667; Yes, there are targets or ceilings for
line items: 1.000
Other: France, Hungary and Turkey:1.000; Denmark and Ireland:

0.500
21 How many years do the targets/ceilings cover 2-5 years: 1.000; 6- 10 years: 0.000
(including the upcoming budget)? Missing answer: Iceland and New Zealand: 0.000
22 How often are the targets/ceilings revised? Every year: 0.200; Every 2 years: 0.400; Every 3 years: 0.600; Every

4 years: 0.800; Every 10 years: 1.000; After each election: 0.800;
Every time a new government is formed: 0.800
Other: Japan: 1.000
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Performance budgeting

C.2.4 Use of performance budgeting system at the central level of government, with sensitivity analysis
(2007)
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Notes: Figure presents the sensitivity of the index to various weighting assumptions, showing the minimum and maximum

scores that might prevail when weights are randomly assigned to the underlying variables. Index ranges from O (no
performance budgeting system) and 1 (highly developed and comprehensive performance budgeting system). Cronba ¢ h 6 s
alpha: 0.861 (computed with SPSS). A Cronbachdés alpha close to
set of variables. This index examines the degree to which OECD member countries have put a performance budgeting system

in place. However, it does not measure how successful these systems operate in practice.

Variables, Weights and Scoring

The performance budgeting index is comprised of the followlidgvariables. Eight of the
variables were considered to be relatively more ingmirand were assigned doulleights. As a
result, six questions received weights of 4.56% (or 1/22), while eight questions received weights of
9.09% (or 2/22).
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C.2.5 Variables and weights used in the performance budgeting index

: Responsibility for setting performance targets (9.1%)

: Responsibility for achieving performance targets (9.1%)

: Bodies to which ministries/government organisations are required to report (9.1%)

: Use of performance information as part of the budget discussions/negotiations (9.1%)

: Consequences if performance targets are not met (9.1%)

: Consequences if evaluations indicate poor performance (9.1%)

index

: Frequency with which performance information is used in budgetary decision making (9.1%)

: Types of information produced to assess the government'dinancial performance (4.6%)

: How performance information is used by the central budget authority and line ministries (9.1%) }
: Types of evaluations commissioned and/or conducted (4.6%) }

: Types of nefinancial performance measures developed for central government (4.6%) }

: Responsibility for achieving performance targets if they cut across organisational boundaries (4.}5%)

: Presentation of information on performance against targets (4.6%) }

: Availability of information on performance against targets (4.6%) }

C.2.6 Scores assigned to country responses to questions comprising the performance budgeting index

Questions with double weights

Question Scoring

77 Who has responsibility for setting performance Countries that answered positively to sub-question 77.a (i.e. that no
targets? one is responsible for setting performance targets) received a final
a. No one; score of 0.000.

b. The Prime Minister;

c. The President;

d. The Cabinet;

e. The relevant minister;

f. The Minister of Finance;

g. The administrative head of the relevant
ministry;

h. The Minister of Finance together with the
relevant minister;

i. The Legislature;

j- International organization

For all other countries, the final score for Question 77 is a weighted
average of the scores for sub questions 77.b 7 77.j. Each sub-
guestion b-j received the following scores based on the response:
Formally: 0.500; In practice: 0.500; Not applicable: 0.000

Weights were assigned as follows:

77.b: 6/28; 77.c: 6/28; 77.d: 5/28; 77.e: 2/28; 77.f: 4/28; 77.9: 1/28;
77.h: 3/28; 77.i: 7/28; 77.j: 7/28.

78 Who is responsible for achieving performance No one: 0.000; The President: 1.000; The Prime Minister: 1.000; The
targets? Central Budget Authority: 0.750; The relevant minister: 0.500; The
highest civil servant in the relevant ministry: 0.250
Other: Poland: 1.000; Canada, Finland and Sweden: 0.500; Belgium
and Denmark: 0.333; Switzerland: 0.000
Missing answer: Spain: 0.000
80 If ministries/government organisations are Respondents were to select all items that applied. The final score
required to report on performance against represents the highest score of the items selected.
targets, to which bodies are they required to Not applicable, there are no targets: 0.000; Not required to report:
report? 0.000; Internally within the relevant ministry/government
organization: 0.167; Parent Ministry: 0.333; Central Budget Authority:
0.500; Presidentés Office: 0.83
Cabinet: 0.667; Legislature: 1.000; Supreme Audit Institution: 1.000
Other: Japan: 1.000; New Zealand and Portugal: 0.667
Missing answer: Spain and Switzerland: 0.000
83 Is performance information used as part of the The final score for question 83 is a simple average of the scores for

Government at a Glance 20@90OECD 2009

budget discussions/negotiations between the
Central Budget Authority and line/spending
ministries?

a (1) Evaluation reports

a (2) If yes, could you indicate the proportion of
ministries with whom evaluation reports are used
as a basis for negotiations?

b (1) Performance against targets

the four sub-questions, which were scored as follows:

Yes: 1.000; No: 0.000
None: 0.000; Up to 20%: 0.200; 21-40%: 0.400; 41-60%: 0.600; 61-
80%: 0.800; 81-100%: 1.000

Yes: 1.000; No: 0.000
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b (2) If yes, could you indicate the proportion of
ministries with whom evaluation reports are used
as a basis for negotiations?

None: 0.000; Up to 20%: 0.200; 21-40%: 0.400; 41-60%: 0.600; 61-
80%: 0.800; 81-100%: 1.000

Missing answer to 83.a: Greece, Norway and the United States:
0.500
Missing answer to 83.b: Mexico, Norway and the United States:
0.500

84 How is performance information generally used Countries that answered positively to sub-question 84.a (i.e. that
by the following two actors: the central budget there is no impact on decision making) received a final score of
authority and line ministries? 0.000.

a. No impact on decision making;

b. Allocating resources between For all other countries, the final score for Question 84 is a simple
ministries/agencies; average of the scores for sub questions 84.b i 84.i. Each sub-
c. Allocating resources between programmes; guestion b-i received the following scores based on the response:
d. Allocating resources within programmes; Central Budget Authority: 0.500; Line Ministries: 0.500; Not

e. Justifying existing allocations to specific applicable: 0.000

activities/programmes;

f. Cutting expenditures;

g. Compelling or pushing change in

programmes; h Setting targets for next year;

i. Managing programmes/agencies.

85 If performance targets are not met, how likely is Each sub-question was scored as follows:
it that any of the following consequences are a: Aimost never (0-20%): 1.000; Rarely (21-40%): 0.800; Sometimes
triggered? (41-60%): 0.600; Often (61-80%): 0.400; Almost always (81-100%):
a. The programme is eliminated; 0.200
b. There is more intense monitoring of the
programmes/activities in the future; b1 e: Almost never (0-20%): 0.200; Rarely (21-40%): 0.400;

c. There are negative consequences for the size | Sometimes (41-60%): 0.600; Often (61-80%): 0.800; Almost always
of the budget of the ministry responsible for (81-100%): 1.000

delivering the target (i.e. the budget decreases);

d. There are negative consequences for the pay | The final score for question 85 is a simple average of the scores for
of the head of the ministry/entity responsible for sub-questions 85.a1 85.e.

delivering the target; Missing answer: France: 0.000

e. There are negative consequences for future

career opportunities of the heads of

ministries/entities responsible for delivering the

target.

86 If evaluations indicate poor performance, how Each sub-question was scored as follows:
likely is it that any of the following consequences | a: Almost never (0-20%): 1.000; Rarely (21-40%): 0.800; Sometimes
are triggered? (41-60%): 0.600; Often (61-80%): 0.400; Almost always (81-100%):
a. The programme is eliminated,; 0.200
b. There is more intense monitoring of the
programmes/activities in the future; b i e: Almost never (0-20%): 0.200; Rarely (21-40%): 0.400;

c. There are negative consequences for the size | Sometimes (41-60%): 0.600; Often (61-80%): 0.800; Almost always
of the budget of the ministry responsible for (81-100%): 1.000
delivering the target (i.e. the budget decreases);
d. There are negative consequences for the pay | The final score for question 86 is a simple average of the scores for
of the head of the ministry/entity responsible for sub-questions 86.a 1 86.e.
delivering the target; Missing answer: France: 0.000
e. There are negative consequences for future
career opportunities of the heads of
ministries/entities responsible for delivering the
target.
87 How often do the following actors use Each sub-question was scored as follows:

performance information in budgetary decision
making?

a. The President;

b. The Prime Minister;

c. The Cabinet;

d. The Minister of Finance;

e. The Central Budget Authority;

f. The minister with responsibility for the
ministry/entity which is supposed to deliver a
performance target;

g. Members of the Budget Committee in the
Legislature;

h. Members of sectoral committees in the
Legislature

Almost never (0-20%): 0.200; Rarely (21-40%): 0.400; Sometimes
(41-60%): 0.600; Often (61-80%): 0.800; Almost always (81-100%):
1.000

The final score for question 87 is a simple average of the scores for
sub-questions 87.a1 87.e.

Missing answer: France, Greece and Switzerland: 0.000

Questions with single weights

Question

Scoring

71

What types of performance information are
produced to assess the government's non-
financial performance?

Respondents were to select all items that applied. The final score is
the sum of the scores for the items selected.

None: 0.000; Performance targets: 0.200; Performance measures:
0.200; Evaluation reports (e.g. programme, sectoral, efficiency, or

Government at a Glance 20@90OECD 2009
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cost effectiveness reviews): 0.200; Benchmarking: 0.200; Other:
0.200

72 What types of evaluations listed below are Respondents were to select all institutions commissioning and/or
commissioned and/or conducted by the following | conducting the evaluations listed in a-e. The score for each sub-
institutions? guestion is a sum of all the individual scores for the institutions
a. Review of ongoing programmes; selected:

b. Ex-post review of programmes; Central Budget Authority: 0.166; Ministry of Finance: 0.166; Line

c. Review of new initiatives or programmes; Ministries: 0.166; Supreme Audit Institution: 0.166; Legislature:

d. Sectoral reviews; 0.166; Other: 0.166

e. Efficiency and/or cost effectiveness reviews The final score for question 72 is a simple average of the scores for
the sub-questions (72.a, 72.b, 72.c, 72.d & 72.e)

73 What types of non-financial performance Each sub-question was scored as follows:
measures have been developed for Central Yes: 1.000; No : 0.000
Government? The final score for question 73 is an average of the scores for sub-
a. Output measures; question 73.a and 73.b.

b. Outcome measures Missing answer to 73.b: Greece: 0.000

79 If performance targets cut across organisational No one: 0.000; One of the relevant ministers: 0.500; All of the
boundaries, who is responsible for achieving relevant ministers: 1.000; The highest ranking civil servant in one of
them? the relevant organizations: 0.500; The highest ranking civil servant in

each of the relevant organizations: 1.000

Other: Belgium, Finland, Ireland and Korea: 1.000; Canada: 0.500;
Switzerland: 0.000

Missing answer: Denmark and Spain: 0.000

81 Is performance against targets routinely No, it is not presented at all: 0.000; No, it is only presented on an ad

presented to the Legislature? hoc basis : 0.166; Yes, it is presented in a government-wide report

not accompanying the budget : 0.333; Yes, it is presented in a
government-wide report accompanying the budget : 0.600; Yes, it is
integrated into the annual financial documents : 0.833; Yes, it is
integrated into the main budget documents : 0.833; Yes, each
ministry prepares performance reports accompanying the budget:
0.500
Other: Canada, Finland, Ireland and the United States: 0.500;
Luxembourg: 0.200; Portugal: 0.167; Mexico: 0.000
Missing answer: Korea and Spain: 0.000

82 Is performance against targets made available to | Respondents were to select all items that applied. The final score is

the public?

a sum of all items selected.

No, it is not made available to the public: 0.000; Yes, a government-
wide report on performance is published: 0.166; Yes, individual
ministries publish reports on their performance: 0.166; Yes, as part
of other government-wide documents: 0.166; Yes, as part of other
ministry-specific documents: 0.166; Yes, there is an internet site for
this information: 0.166; Other: 0.166

Missing answer: Spain: 0.000

Government at a Glance 20@90OECD 2009
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Executive flexibility

Figure C.2.7 Flexibility of the central government executive to make changes during budget execution,
with sensitivity analysis (2007)
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Notes: Figure presents the sensitivity of the index to various weighting assumptions, showing the minimum and maximum
scores that might prevail when weights are randomly assigned to the underlying variables. Index ranges from 0 (no flexibility)
and 1 (high 1level of flexibility). Cronbachoés al pplomaaboved0.6577 ( comp
indicates a high degree of correlation among a set of variables. This index looks at the different levels of flexibility provided to
the executive during budget execution. However, it does not measure whether this flexibility is used effectively or appropriately.

Variables, Weights and Scoring

The index is comprised of the following weighted variables:
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Figure C.2.8 Variables and weights used in the executive flexibility index

Q.38: Numbepf line item appropriations in the budget (6.3%) ’

Q.49: Receipt of lump sum appropriations (6.3%) ’

Q.51: Authority to increase spending after legislature has approved budget (2{5.0%)

Q.52: Authority of gvernment to cut/cancel/rescind spending once the budget has
been approved by the Legislature (6.3%)

Executive

AT £ ——Q.53: Ability to reallocate/vire funds between line items (6.3%
flexibility index Q b ©% ’

Q.54: Ability to carrnpver unused funds or appropriations (18.8%)

Q.55: Ability to borrow against future appropriations (18.8%)

Q.57: Ability to overspend prior to legislative approval of supplementary
appropriations (6.3%)

Q.65: Ability to use savings from efficiency gains to finance other expenditurep
(6.3%)

Figure C.2.9 Scores assigned to country responses to questions comprising the flexibility indexes

Question Scoring

38 How many line item appropriations are contained | 0-200:1.000; 201-500: 0.800; 501-1 000: 0.600; 1 001-1 500: 0.400;
in the budget? 1 501-2 000: 0.200; >2 000: 0.100

49 Do your agencies/executive organisations No, each agency/executive organisation receives an appropriation
receive lump sum appropriations? that specifies expenditures below the agency level: 0.000; Yes, each

agency/executive organisation receives a lump sum appropriation for
operating expenditures only, without sub-limits: 0.500; Yes, each
agency/executive organisation receives a lump sum appropriation for
operating expenditures only, with a sub-limit on wages: 0.250; Yes,
each agency/executive organisation receives a lump sum
appropriation covering both operating and capital expenditures,
without sub-limits: 1.000; Yes, each agency/executive organisation
receives a lump sum appropriation covering both operating and
capital expenditures, with a sub-limit on wages: 0.750

Other: France, Luxembourg, Netherlands, Poland, Portugal, Spain
and United States: 0.500

51 Does the government have the authority to The final score for question 51 is a simple average of the scores for
increase spending once the budget has been sub-questions a(1), a(2), b(1) and b(2).
approved by the Legislature? For each type of Score for fAlssiblapplicabl e/ pos
change please indicate whether: No: 0.000; Yes without restrictions: 1.000; Yes, with restrictions:
(1) it is applicable/possible 0.500
(2) it requires approval Score for fADoes it Couatges ¢oulceselecn y
more than one response. If multiple responses were selected, the
a. Increase mandatory spending; lowest score was used.
b. Increase discretionary spending Approval is not required: 1.000; It requires Central Budget Authority

approval prior to the fact: 0.600; It requires legislative approval prior
to the fact: 0.200; It requires Central Budget Authority approval after
the fact: 0.800; It requires legislative approval after the fact: 0.400
Ot her to 51.a fADoes liceland@2X)Qi r e
Germany: 0.300; Spain: 0.500;

Missinganswerto51. a fADoes it r edppanr e
Korea and Turkey: 0.000

Other to 51.b fiDoes Gérmanye®200; r e
Portugal and Spain: 0.800

Missinganswert o 51. b fDoes it (Fielandi r g
Japan, Korea, Luxembourg, Poland and Turkey: 0.000

52 Does the Government have the authority to Sc or elsifpossible®d
cut/cancel/rescind spending once the budget No: 0.000; Yes without restrictions: 1.000; Yes, with restrictions :
has been approved by the Legislature? 0.500

53 Are ministers allowed to reallocate/vire funds No: 0.000; Yes, without restrictions: 1.000; Yes, with restrictions: see
between line items within their responsibility? note
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The survey asked countries sele
restricionsO t o cl ari fy their answeefs
over of funds required approval of the Legislature or the Finance
Minister. Countries responding that it required the approval of the
Finance Minister received a score of 0.666. Countries responding
that it required the approval of the Legislature received a score of
0333'. | f a country replied AYes,
further clarification, the question received a score of 0.500 (the
average of the scores for the r
Legislatureo and AWith the appr

54 Can ministers carry-over unused funds or The final score for question 54 is an average of the scores for sub-
appropriations from one year to another? question 54.a, 54.b and 54.c. Each sub-question was scored as
a. Operating expenditures; follows:
b. Investments; No: 0.000; Yes, without restrictions: 1.000; Yes, with restrictions: see
c. Transfers/subsidies note
The survey asked countries sele
restrictiono to clarify their a
over of funds required approval of the Legislature and/or the Finance
Minister. Countries responding that it required the approval of the
Finance Minister received a score of 0.666. Countries responding
that it required the approval of the Legislature received a score of
033" I f a country replied AYes,
providing further clarification, the question received a score of 0.500
(the average of the scores for
the Legislatureo and fAWith the
55 Is it possible for ministries/government The final score for question 55 is an average of the scores for sub-
organisations to borrow against future question 55.a, 55.b and 55.c. Each sub-question was scored as
appropriations? follows:
a. Operating expenditures; No: 0.000; Yes, without approval: 1.000; Yes, without approval if
b. Investments; within a specified sub-limit: 0.667; Yes, with approval of the
c. Transfers/subsidies Legislature: 0.333; Yes, with approval of the Central Budget
Authority: 0.500
Other to 55.a: Belgium: 0.500
Missing answer to 55.a: Japan: 0.000
Other to 55.b: Belgium: 0.500
Missing answer to 55.b: Spain: 0.000
Other to 55.c: Belgium: 1.000
Missing answer to 55.c: Japan and Spain: 0.000
57 Can overspending occur before a supplementary | No: 0.000; Yes, and there are no limits on overspending without
appropriation law/budget is approved by the legislative approval: 1.000; Yes, but only up to a certain limit: 0.500;
Legislature? Yes, but only for mandatory spending: 0.500
Other: Finland, Netherland, Norway, Portugal and Sweden: 0.500;
Mexico: 0.000
65 In general, are managers of government No: 0.000; Yes, without restrictions: 1.000; Yes, with some
organisations able to keep any savings from restrictions: 0.500
efficiency gains that they have realised, and use | Other: Netherlands: 1.000
these savings to finance other expenditures?
Note:

! According to the theoretical framework, the-exte approval of the Legislature reduces the margin of agency manoeuvres and thus

diminishesexecutiveflexibility.
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C.3. Regulatory Management SystemsComposites: Theoretical framework, construction
and weighting

The composite indexes for regulatory management systems, including the variables comprising
each index and their relative weights, are based on standards reflectedsindimg Principles for
Regulatory Quality and Performanandorsed by the OECD 2005, and were developed in-co
ordination with the OECD Working Party on Regulatory Management and Reform. The data derive

from the OECD Regul atory Indicators Survey carrtr
statistical relevance to the underlyiognceps was verified using factamnalysi$ and by computing a
coefficient of reliability, call ed Cronbachoés al

There were relatively few missing values in the Regulatory ManageSystémsindicators
database and all missing data points were censie d ba©rfithegati ve responses.

The weights for the underlying variables were selected based on the theoretical framework, and
variables were aggregated using the linear method. Alternative aggregation nietholdsas
geometric aggregatidnwere na relevant because some suldexes received a score of 0. Finally,
robustness checks based on Monte Carlo simulations were conducted to test the sensitivity of the
indexes to different weighting assumptions.

The figures for each composite present thel ficare for each member country together with the
results of the sensitivity analysis, which depict the minimum and maximum scores that might prevail
when weights are randomly assigned to the underlying variables.

5 Factor analysis is a statistical check that looks at how a set of eariatal associated and whether they are correlated with
each other. Factor analysis is based on the idea that if there is a significant correlatiora asabofyariables, then no
essential insight is lost by reducing this large set of variables intcablesrane {;e. a composite)Variables with factor
loadings less than 0.3 are rsitongly positivelycorrelated with other variablgge. do not move in the same directjon
Since the composite indexes presenteavernment at a Glancaggregate varkdes that are linearly relatedariables

with factor loadings less than 0.3 were omitted from the final computation of thelintess these variables had theoretical
relevance to the underlying concept.

SCronbachdés Al pha i s basedomteefcdrrelationdetvieendntiicators. Thissstatistic is generally used
to investigate the degree of correlation among a set of variables and to check the internal reliability of items in @ model o
survey. A Cronbachos ewlnmednathat theevarfables iare imdeperdent (ae. thet selection is not
correlated and therefore is statistically not relevant), while a coefficient equal to one means that the variablestlgre perfec
correlated. In general, a coefficient of 0.6 or 0.Zdssidered to be an acceptable indication that the variables are measuring
the same underlying construct.
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Requirements for Regulatory Impact Anais (RIA) processes

C.3.1 Requirements for RIA processes used by central governments, with sensitivity analysis (2005 and
2008)
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Notes: Figure presents the sensitivity of the index to various weighting assumptions, showing the minimum and maximum

scores that might prevail when weights are randomly assigned to the underlying variables. Index ranges from O (low level) and

1 (high 1l evel ). (J66dar P088cahdi0827d lop h 2 006 @Gcomputed with SPSS). A Cront
above 0.6 indicates a high degree of correlation among a set of variables. This figure summarises information about the

existence of key elements of RIA processes in OECD countries, but does not offer information on the quality of specific RIAs.

Variables, Weights an8icoring

The RIA index is comprised of the followirigl variables, which were assigned weights ranging
from 1-3 based on expejadgment One variable was considered to be relatively more important and
was assigned a weight of 3, while two variables weresidered to be relatively less important and
received weights of 1. The remaining\driablesreceived weights of’

" The weights given to the 14 variables sum to 27. Thus, the percentages shown in the figure are calculated by
dividing the weight given to the valike (1, 2 or 3) by 27.
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C.3.2 Variables and weights used in the RIA processes index

Q.10c: Outside government body responsible for reviewing the quality of RIA (11.1%)

Q.10a: RIA carried out before new regulation is adopted (7.4%)

Q.10e: Existence of a clear "threshold" for applying RIA to new regulatory proposals (7.4%)

Q.10h.i: RIA required by law or by similarly strictly binding administrative instrument (7.4%)

Q.10h.ii: RIA required for draft primary laws (7.4%)

Q.10h.iii: RIA required for draft subordinate regulations (7.4%)

Q.10h.iv(1): Regulators required to identify the costs of new regulation (7.4%
RIA processes (- Reg a v 9 (7.4%)

index

Q.10h.iv(2): RIA required to include quantification of costs (7.4%)

Q.10h.v(1): Regulators required to identify the benefits of new regulation (7.4%)

Q.10h.v(2): RIA required to include guantification of benefits (7.4%)

Q.10h.vi: RIA required to demonstrate that the benefits of new regulation justify the costs (7.4%)

Q.10h.vii: RIA documents publicly released for consultation (7.4%)

>

Q.10k: Existence of gpost comparisons of the actual vs. predicted impacts of regulations (3.7

)

Q.10I: Assesment of the effectiveness of RIA in leading to modifications of initial regulatory
proposals conducted (3.7%)

Figure C.3.3 Scores assigned to country responses to questions comprising the RIA processes index

Variable with weight of 3/27 or 11.1%

Question Scoring

10c Is a government body outside the ministry No: 0.000; Yes: 1.000
sponsoring the regulation responsible for
reviewing the quality of the RIA?

Variables with weight of 2/27 or 7.4%

Question Scoring

10.a Is RIA carried out before new regulation is No: 0.000; In some cases: 0.500; Always: 1.000
adopted?

10e Il's there a clear "t hr e No:0.000;Yes: 1.000
new regulatory proposals?

10h.i Is RIA required by law or by a similarly strictly No: 0.000; Only for major regulation: 0.500; In other selected
binding administrative instrument? cases: 0.500; Always: 1.000

10h.ii Is RIA required for draft primary laws? No: 0.000; Only for major regulation: 0.500; In other selected

cases: 0.500; Always: 1.000

10h.iii Is RIA required for draft subordinate No: 0.000; Only for major regulation: 0.500; In other selected
regulations? cases: 0.500; Always: 1.000

10h.iv(1) | Are regulators required to identify the costs of No: 0.000; Only for major regulation: 0.500; In other selected
new regulation? cases: 0.500; Always: 1.000
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10h.iv(2)

If yes to Q.10h.iv(1): Is the impact analysis
required to include the quantification of the
costs?

Countiesanswering ANoO to questi of
of 0.000. All other countries were scored as follows:

No: 0.000; Only for major regulation: 0.500; In other selected
cases: 0.500; Always: 1.000

10h.v(1) | Are regulators required to identify the benefits No: 0.000; Only for major regulation: 0.500; In other selected
of new regulation? cases: 0.500; Always: 1.000

10h.v(2) | If yesto Q.10h.v(1): Is the impact analysis Countri es an saquestion 0lgv(1jrsceived a soore of
required to include quantification of the 0.000. All other countries were scored as follows:
benefits? No: 0.000; Only for major regulation: 0.500; In other selected

cases: 0.500; Always: 1.000

10h.vi Does RIA require regulators to demonstrate No: 0.000; Only for major regulation: 0.500; In other selected
that the benefits of new regulation justify the cases: 0.500; Always: 1.000
costs?

10h.vii Are RIA documents required to be publicly No: 0.000; Only for major regulation: 0.500; In other selected
released for consultation? cases: 0.500; Always: 1.000

Variables with weight of 1/27 or 3.70%

Question Scoring

10k Are ex post comparisons of the actual vs. No: 0.000; Yes: 1.000
predicted impacts of regulations made?

10l Is there an assessment of the effectiveness of No: 0.000; Yes: 1.000

RIA in leading to modifications of initial

regulatory proposals undertaken?
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Programmefor reducing administrative burdens

Figure C.3.4 Extent of programme for reducing administrative burdens at the central level of government,
with sensitivity analysis (1998)
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Notes: Figure presents the sensitivity of the index to various weighting assumptions, showing the minimum and maximum
scores that might prevail when weights are randomly assigned to the underlying variables. Index ranges from O (low level) and
1 (high level). &G¢tpoonbaghtted awipthla: SPSS) . A Cronbachos

al pha close
degree of correlation among a set of variables. Thi s fi gur e summarises information about the
the comprehensiveness of countriesd6 administrative burden progr
programmes have been effective.
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C.3.5 Extent of programme for reducing administrative burdens at the central level of government, with
sensitivity analysis (2005)
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Notes: Figure presents the sensitivity of the index to various weighting assumptions, showing the minimum and maximum
scores that might prevail when weights are randomly assigned to the underlying variables. Index ranges from O (low level) and
1 (high level). 87Toobmaghtted awipthla: SPSS) . A Cronbachdés alpha <cl ose
degree of correlation among a set of variables. Thi s fi gure summari ses information about the

t he comprehensiveness of countriesbd administrative burden progr
programmes have been effective.
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