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Budgetary Governance in Practice: Germany 

Economic context 

Growth in Germany is projected to ease somewhat but still remain solid and employment 

is set to expand further. Stronger activity in the euro area is boosting exports and business 

investment, but euro appreciation and higher wages may dent competitiveness. Low 

unemployment and wage gains underpin private consumption, but are also raising 

consumer price inflation. Low interest rates and strong housing demand, partly due to 

immigration, sustain residential investment. The current account surplus will fall 

somewhat, but will still remain high. 

Fiscal policy plans  

The fiscal policy objective is to adopt a balanced budget containing no new debt to 

contribute to bringing Germany’s debt-to-GDP ratio below 60% by 2020. Fiscal policy 

priorities are forward-looking investment, education and research and security. 

 
  

A: Fiscal Balance and Public Debt B: Fiscal Policy Plans

C: Public Investment D: Expenditure by function (2016)

Source : OECD National Accounts Statistics (database).

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Note: The graph is referring to government investment as a 

percentage of GDP and as a share of total government 

expenditures.

Source:  OECD National Accounts Statistics (database); Eurostat 

Government finance statistics (database).

Note : The graph is referring to general government fiscal balance 

and general government gross debt as defined in the OECD 

National Accounts Statistics.

Note: The graph is referring to Fiscal Policy Plans that are 

implemented and/or officially announced as of November 2017 

and as indicated by the country. Actual results in graph A may 

differ as the Fiscal Policy Plans are prepared by the country 

beforehand and as the Debt and Balance Plan reported by the 

country are based on the country’s own definition; Data are 

referring to general government. 

Source: OECD National Accounts Statistics (database); 

Eurostat Government finance statistics (database).

Source: 2018 OECD Fiscal Plans and Budgeting Framework 
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Developments in budgetary governance   

Germany’s top-down approach to budgeting, introduced in 2010 to help ensure compliance 

with the debt-brake fiscal rule, involves a structured annual cycle.  

Parliamentary engagement is particularly strong: the Budget Committee actively 

scrutinises the executive budget proposal, including through rapporteurs who lead the 

examination of ministry-specific allocations, and the power to revise allocations or ‘block’ 

(i.e. set conditions to) particular budget lines.   

Performance budgeting is not a feature of budgeting in Germany although measures have 

been taken to clarify the broader strategic context of budget allocations. Since 2014/15, a 

spending review mechanism has been introduced to improve flexibility and responsiveness 

in the budget system, in line with recommendations from the 2014 OECD Budget Review 

of Germany. 

Germany still uses a cash-centric system of financial reporting and budgeting at the federal 

level, although some Länder12 (and almost all municipalities13) now use an accruals basis 

for financial reporting.  

 

 

 

 

Central Budget Authority 

Federal Ministry of Finance 

 

Weblink: www.bundesfinanzministerium.de 

Legal Framework 

Constitution (Basic Law) includes foundational principles 
for public financial management; a Budgetary Principles 
Act and Federal Budget Code further specify the 
comprehensive budgeting framework. 

 

Budget coverage 

The federal budget applies to the federal level of government. A National 
Stability Pact between the federal government and the highly-
autonomous regions (Länder), and associated Stability Council, 
manages multi-level fiscal coordination. 

Budget cycle 

Budget circular March14 

Pre-budget fiscal policy statement15 April 

Negotiations with line ministries spring 

Executive budget proposal Summer 

 Start of financial year   1 Jan. 

In-year budget execution reports monthly 

Mid-year implementation report  - 

 End of financial year   31 Dec. 

Year-end financial statement April 

Audited financial report  November 

Parliamentary accounting December 

  

 
12 3 out of 16 

13 75% 

14 The “benchmark figures decision” of government is notified to line ministries as a basis for budget 

preparation 

15 The EU-related Stability Programme Update (SPU) serves as the main pre-budget fiscal report.  

http://www.bundesfinanzministerium.de/
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Germany’s application of OECD budget principles “at a glance” 

 

1. Fiscal policy objectives Debt brake (cyclical balance rule with corrective mechanism) in constitutional Basic Law; 
supplemented by EU fiscal rules. 

2a. Strategic alignment  No formal, structured link to Coalition Agreement or to SDGs 

2b. MTEF  Elements of a MTEF, although budgeting is managed in a “top down” manner within medium term 
fiscal constraints, while also allowing opportunities for political re-prioritisation. 

3. Capital and infrastructure  Financially integrated with general budget and MTEF; also subject to distinct planning and reporting 
mechanisms; 

Grounding in economic and infrastructure needs appraisal;  

Well-developed appraisal and evaluation mechanisms; 

Targeted use of PPPs using well-developed methodologies 

4. Transparency and accessibility All core budget reports; 4 of 12 ancillary reports;  

Limited impact assessments showing incidence of budget measures; Basic online accessibility 
tools; no citizen’s budget. 

5a. Parliamentary engagement Strong engagement by Budget Committee of parliament, including rapporteur-led scrutiny 
of ministry allocations and right to revise proposed allocations.  

No specific administrative support for parliamentary scrutiny.  

5b. Inclusive public / civic debate Limited engagement of policy stakeholders in budget cycle. Line ministries include consultative 
mechanisms in policy development. 

6. Budget accounting and financial 
reporting 

Cash budgeting; comprehensive coverage; cash reporting; all based on accounting standards on 
federal level and for the Länder from a dedicated standard setting body. General government 
reporting (EU-related); no whole-of-government reporting 

7. Budget execution Single treasury fund covers 74% of public spending; also health and social security fund. Sound 
budget execution is primarily the responsibility of line ministries, who receive their full budgetary 
allocation on 1 January. IT system facilitates ongoing monitoring and management against monthly 
cash profiles.   

Limited budget carry-over from year to year; mainly for capital; 

Well-specified virement rules; MOF authorisation only by exception;  

Supplementary budgets require advance parliamentary approval 

8a. Performance budgeting No performance-related budgeting; budget chapters include some narrative information to provide 
a policy context for allocations. 

8b. Evaluation and VFM Monitoring and evaluation within line ministries; 

Targeted spending review introduced in 2014. 

9. Fiscal risk and long-term 
sustainability 

No overall report on fiscal risk; multiple sectoral reports; 

Long-term sustainability report prepared every 3 years; 

No contingency or reserve funds 

10. Quality assurance and audit Extensive use of independent institutes in preparing economic forecasts. No national Independent 
Fiscal Institution, although technical body provides support to Stability Council (for multi-level fiscal 
co-ordination).  

Constitutionally-independent SAI provides financial audit and gives additional advice; limited role 
in performance audit or governance systems audit. 

Note: Rows in bold represent notable international practice. 

  




