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Aligning strategic planning and PFM

Analysis of global PEFA scores shows that the alignment of strategic plans and medium-term

budgets (which are effectively the base/first phase of all PFM processes) is a weak area of PFM.

Regional Average Score for Most Recent Assessments of PEFA Indicator on
Alignment of Strategic Plans and Mid-term Budgets
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SCORES:
Medium-term strategic plans are prepared and costed for most

ministries. Most expenditure policy proposals in the approved
medium-term budget estimates align with the strategic plans.

Medium-term strategic plans are prepared for the majority of
ministries, and include cost information. The majority of
expenditure policy proposals in the approved medium-term
budget estimates align with the strategic plans.

Medium-term strategic plans are prepared for some ministries.

Some expenditure policy proposals in the annual budget
estimates align with the strategic plans.

Performance is less than required for a C score.
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International guidance on good practice

OECD Principles of Budgetary Governance

Strong medium-term perspective in the budget

Structure the budget allocations in a way that corresponds
with national objectives

MTEF has a real force in setting boundaries for the
development of budget

Close working relationships between MoF, center of
government (e.g. prime minister’s office, cabinet office, or
planning ministry)

Processes for reviewing existing expenditure policies,
including tax expenditures

OECD Good Practices for Performance Budgeting

O Budget proposals are systematically linked to relevant
development plans, government program commitments,
and other statements of strategic direction and priority

PEFA (PI 16)

O Strategic plans identify resources required to achieve
medium- to long-term objectives and planned outputs and
outcomes

O The plans identify the cost implications of current policy
commitments, including any funding gaps, and prioritize
new expenditure policy proposals consistent with
government policy objectives.

Recognizing that this weak link is a key problem affecting the adequate implementation of PPB and noting the lack of detailed
international guidelines, BCOP recently developed General Guidance on Linking Strategic Planning and Budgeting (which has
been referenced internationally, incl. by the OECD) and is currently working on a KP on better use of performance information.



https://www.pempal.org/knowledge-product/general-guidance-linking-strategic-planning-and-budgeting

I Planning vs. budgeting - contrasting perspectives

Roadmap from Strategy Objectives to Actions
Monitored and Measured Initiatives, Targets Dependencies Flowchart
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Institutional responsibilities for strategic planning

O Institutional separation for strategic
planning and PFM responsibilities contributes
to the challenges of alighment.

O Institutional roles and responsibilities for
strategic planning are diverse

> there are at least six models in OECD
countries

> In PEMPAL countries, the strategic
planning function is most commonly in a
ministry of planning/economy or attached
to the center of government/president

Other institutions at
ESP the Centre of
government

Central Budget
Authority KOR

(8)

Lux SVN cHE

government /
cabinet

(4)

Ministry of Planning /
National Development

(1)

Coalition political

parties / leaders in
government

(11)

Source: OECD




I Strategic budgeting tools

» Medium-term fiscal frameworks — that support the government’s overall economic development
strategy.

» Medium-term expenditure frameworks (MTEFs) — that provide budget estimates for future years that
allow ministries to make spending plans in support that help them achieve strategic goals.

> Program and performance budgeting (PPB) — that systematically links resource allocations to
government goals through programs with indicators and targets.

> Spending reviews — that free up resources to align with strategic priorities of the government.
» Capital budgeting — that costs long-term strategic investments in infrastructure etc.

> Ex-ante evaluation — that typically includes a filter for new spending proposals based on their
contributions to national priority objectives.



IGood practice example: MoF provides framework/guidance in South
Africa

e -
Framework content

O The location of the framework within the
constitutional, legal and political arrangements that  Year 0

govern planning and budgeting.
Informs Annual
v Performance Plan for
. Year +2
Annual Review

O Description of the key strategic documents of the
planning and budgeting cycles, information flows Three -year & Oversight 3
.y . . . Annual kel L ke
and critical inter-relationships. Performance Plan Expenditure Framework gl
of Year 0

O Provide standard formats, content descriptions and o t
Annual Report
and annual
financial statements
of Year 0

AA

Performance
Agreements
of Year 0

timelines for the preparation of the key documents.

O Define consultation processes (e.g. cabinet

Monthly
Financial Reports
of Year 0

committee), including institutional roles and

Quarterly

responsibilities, information flows and o B S
stakeholders, to ensure effective consultation and = Year 1
information exchange. uartor Financla .
and Performance » Performance Plan for
O Define a timetable for strategic planning and et =

budgeting that allows for the necessary exchanges.
Source: National Treasury South Africa



Good practice example: Integration of planning and budgeting in

Estonia
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[Government Action Plan (4y)}

|

ESTONIA 2035
Long-term strategy
~ >

[ Performance Area Development Plans (7-10y) J

~ > ~ > <

Programme 1 Programme 2 Programme

(4y) (4y) (4y)

~ > ~ > <5
[ State Budget & State Budget Strategy (1+3y) J

Source: Ministry of Finance of Estonia

Parliament




Conceptual Framework developed by PEMPAL BCOP
for alignment of strategic planning and budget processes
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Information flows
PLANNING BUDGETING

O A model framework for how strategic planning DROCESSES OROCESSES

(identifying the key strategic documents) and

Long-term national

budget processes should inform each other, with development plan
(5+ years)

Economic development strategy Macroeconomic and
fiscal forecasts/plan

the information flows.

Fiscal objectives

Medium-term fiscal
framework

ﬂ Comprehensive
ioriti spending review
Plan priorities Medium-term p 8

O The government sets the timetable and content 3.5 year government/

Fiscal parameters for the plan
administration plan

of the documents. The Centre of Government or
MoF leads and oversees the process.

Sector development

. . Sector expenditure ceilings i
O Not all of these elements exist in every country, e i & efxpendlturke
ramewor
but a recommendation is that the Government Sector spending
. Plan priorities review
adopts a conceptual framework for alignment, Annual institutional ————

performance/work Program/activity allocations (performance)

describing the information flows, content, timing,
plan budget

etc., and that this is incorporated into guidance
on the preparation of both strategic planning
documents and budget/PFM documents.

Annual budget

Source: PEMPAL BCOP General Guidance on Linking Strategic Planning and Budgeting



https://www.pempal.org/knowledge-product/general-guidance-linking-strategic-planning-and-budgeting

Spending reviews as a tool for alignment I

COComprehensive spending review process - feeds into a new government’s policy program, identifies
savings, and reprioritizes spending in line with government objectives (e.g., UK, Ireland).

OThematic reviews — again linked to the incoming government program, dependent on government
strategic policy priorities, such as digital innovation or climate (e.g. Netherlands).

OSectoral and program reviews — provide fiscal space for new strategic priorities within the sector and/or
for reallocation to other sectors (e.g. Denmark).

ODepending on the fiscal situation and government objectives the spending review may also allow
ministries to make limited use of savings for reinvestment consistent with strategic priorities (e.g., Canada).



Good practice example: Performance management and impact assessments in
Austria

12

O Integration of strategic Lead ministry designs new law, regulation or major project

plan objectives into ex-

Lead ministry conducts an impact assessment (key objectives, indicators,
ante assessment implementation measures, expected impacts...)

Support and quality assurance by Federal Performance Management Office and
experts for specific impacts from other ministries

Revision of RIA by lead ministry (In case of non-compliance: Mandatory
explanation - ,comply or explain®

RIA additional document for consultation phase and parliamentary discussions

Ex-post evaluation within 5 years

Federal Performance Management Office compiles a report to Parliament

Source: Austrian Federal Ministry for Arts, Culture, Civil Service and Sports



Good practice example: Communicating strategic shifts in budget in

ANNEX C: Statement of strategic budget shifts Sweden
2023 2024 2025 2023 2024 2025
A stronger economy with more peaple in work Abolishefj carbon tq in_ combined heat and power (CHP) plants 13
and heating plants within the EU ETS 0.10 0.10 0.10
Temporarily reduced tax on petrol and diesel 6.73 6.86 6.86
) ) Increased subsidy rate for solar cells 0.28 0.28 0.28
Extension of housing allowance supplement 0.52
Ad d . t . I Tax cut for people over 65 years of age in work 0.77 077 077 Support for energy efficiency in single-family dwellings 0.38 0.40 0.40
I I O n a Strengthened adult vocational education (yrkesvux) and more Abolished tax relief for data centres -0.14 0.28 -0.28
. . work experience placements 0.45 International climate investments 0.06 0.10 0.10
d ISC I osures in t h e Maintain the current level of unemployment insurance 5.82 6.35 664 The Industrial Leap 0.60 0.60 0.60
A higher commuting deduction 1.81 1.81 181 Expanded charging infrastructure and workplace charging
b u d g et d 0 C u m e n t Increased funds for completion of European Spallation Source 0.36 0.57 0.53 stations 0.54 1.61 1.12
Increased R&D deductions 0.10 0.20 0.20  Abolished climate bonus 2.99 -2.97 -2.97
Better aquatic environment 0.25 0.25 0.25
Increased secunfy and equify Restoration of wetlands 0.20 0.20 0.20
Increased funding for the Swedish Police 0.90 1.21 117 Remediation of contaminated sites 0.34 0.34 0.34
Strengthened judicial system 0.31 0.46 0.66
Increased funds to Swedish Security Service 0.16 0.30 0.36 i
Life for the whole country
Preventive initiatives 0.91 1.02 0.59
— i - Broadband expansion 0.60 0.60 0.60
Better opportunities for recovering proceeds of crime 0.06 0.12 0.12
Greater possibilities for covert and preventive coercive Increased road maintenance 1.00
measures 0.27 0.27  Temporary tax cut on diesel in agriculture, forestry and
Increased capacity in the Swedish Prison and Probation aquaculture 0.38
Service 116 strengthened rural health care 0.30 0.30 0.30
Stricter rules for parole 120 |hvestment in new infrastructure 1.00
A reliabl Ife i . L . ] ’
feuadle woare system A sustainable migration and integration policy
Better textbooks 0.69 0.56 0.56
Reduced number of quote refugees -0.39 -0.94 -1.28
Greater access to special needs teachers, special needs - - - -
education initiatives and special classes 0.60 0.90 1.00 |“§"93_59d funding to Swedish Migration Agency and the
Timeout and behavioural intervention schools 0.05 0.10 0.10 Migration Courts 067 036 0.14
Social services teams 0.08 0.25 0.25
More treatment places and strengthened health care 2.00 0.50 2.00 Better control of government expenditure
Obstetrics care 0.20 150 150 Improved population registration through a new census 0.08 0.17 0.17
Extension of sickness allowance exemption due to deferred
treatment 0.21 Other reforms and inevitabilities 382 6.58 450
Support for combating ill health and loneliness in older people 0.30 0.30 0.30 Effect on general government finances 40.43 39.88 38.03
Sport and recreational activities card for children (Fritidskort) 0.05 0.73 0.79

Increased government grants to municipalities and regions 6.00 6.00 6.00 Source: Swedish Ministry of Finance




Alignment with capital investment I

O Standardized evaluation and filtering process that includes strategic alignment with government
priorities, contribution towards the achievement of measurable results (KPIs), and cost-benefit/value
for money, leading to a ranking within a consolidated list or Public Investment Program (PIP), e.g. Chile.

O PIP includes ongoing projects and new projects to align with MTEF and respects capital allocation
within MTEF.

O Ministry project selection/PIP timetable aligned with the timetable for general budget preparation.
Recurrent cost implications (operations, maintenance, staffing, etc.) need to be reconciled with/
incorporated into the recurrent budget.

O Include a list of capital investments and funding sources in the sector plan and budget (or combined
budget strategy).



Good practice example: Use of performance information for
evidence-based policymaking in the US

O USA - Foundations for Evidence-
Based Policymaking Act (2018).
The legislation mandates the use
of evidence and the steps needed
to make this a reality.

O The Act promotes a culture of
data-driven decision-making and
seeks to improve transparency,
accountability, and the overall
efficiency and effectiveness of
government programs.

= Federal Level

* Data Strategy

* Office of Management and Budget (OMB) to create a comprehensive Federal
Data Strategy to improve the management and use of data across the
government.

* The strategy promotes cross-agency collaboration and the integration of data
to support decision-making.

* Evidence-Building Plans

e Data Inventories

* Agencies are required to create comprehensive data inventories to catalog
their data assets.

* These inventories must be listed in a public catalog, making information about
the data assets available for use by the public and other government entities.

* Key Roles
* A Chief Data Officer (CDO) to oversee data governance and strategy.

¢ An Evaluation Officer to coordinate program evaluations and ensure their rigor
and relevance.

A Statistical Official ensure the integrity and quality of statistical data
* Program Evaluation
» Strengthens the role of program evaluations in policy and program decisions.

e Agencies must conduct evaluations that are methodologically rigorous and
relevant to their missions.




Data quality in performance management

Data Quality Issues

Clear program objectives.

Consistency and completeness.

Relevance.

Attribution

Data Quality Enhancements Examples

Using data from independent Office of National Statistics (UK) and working
with ONS as a source of expertise and of high- quality data.

SAls monitor and comment on the quality of performance indicators
contributing to improvement (e.g. GAO in the USA).

Use of internationally standardized indicators e.g. from OECD or UN.

Actions to improve data governance such as those mandated by the US
Foundations for Evidence-Based Policy Making Act.

Systematic review and evaluation of performance metrics including
assessment in relation to national policy objectives. (Korea — National
Performance Management Act)




Performance data in budget execution/reporting

_”

FMIS - new systems prioritize data analysis capabilities.

Improvements in
system technical performance

Improved data analysis capability
for central budget authority

Enhanced integration
of financial management functions

Improvements in the operation
of financial controls

Improved financial reporting capabilities

Improved data analysis capability
for line ministries and agencies

Expansion in institutional coverage

— 3.1

_ 2.1

0.0 0.5 1.0 1.5 2.0 25 3.0 35

0 = not at all important 1 = slightly important 2 = somewhat important 3 = very important 4 = extremely important

OECD Survey of FMIS, 2023



Performance Audit
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O Performance audits -
drawing on financial and
non-financial data

[ effectiveness,
[J economy and
[ efficiency.
O Improving relevance,

reliability, accuracy, etc. of
performance information.

O Validating performance
figures in annual reports.

Good practice example: Performance Audits in
Australia

From 2001 ANAO began assessing the appropriateness of the
performance information in the Portfolio Budget Statements, the
reporting of performance information in annual reports, and agency
arrangements to identify and collect this information.

Audits have identified that outcome indicators did not measure outcomes,
and the targets that were provided were often vague and/or ambiguous.

ANAO recommended the minimum data quality standards should be
established and monitored to ensure that the data supplied to Parliament
in the budget staterferres sl Mhtiredialsieofired accurate.



Good practice example: Cross-Government expert resource center i
the UK

_1"’

A centralized center of
expertise supports the

use of evidence on What Works: Some of our findings...

performance.

UK — What
Works Network

W oucE | E

/

‘Hot spot’ policing

- patrelling in small
areas whera crime has
been concentrated

- reduces crime and
does not simply move
it round the corner.

Peer tutoring
a[mmar.l‘-:.‘s where
learners work in small
groups to provide each
other with explicit
teaching support, have,
on average, a high
impact on attainment
at a low cost

Whilst they have
intrinsic social value
the local economic
impacts of major
sporting and cultural
projects tend not to
be large and are more
often zero

More lives would be
saved or improved if
people with acute heart
failure were routinely
treated by specialist
heart failure teams.

The Family Nurse
Partnership programme
has been shown to be
effective in the US for
improving children’s
health and development,
with the benefits
outweighing the costs
by around four to one



I Good practice example: MoF expert resource center in France
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Minigtry of Finance has 1. Data science: team in charge of doing the projects, very specific
. T . competences needed, challenge is how to grow the

Its own speCIallzed unit competencies internally (trainings, internal sessions, seminars
using performance with external researchers)

data to inform policy.
P y 2. Data analytics: responsible for proper data governance

programme. Data governance refers to 1. data knowledge (data

_ catalogue and harmonisation across applications and database),
France: MoF Data Lab 2. data quality, 3. compliance (mostly personal data protection
and secrecy) and 4. data exchange management.
3. Data engineering: mostly work on data preparation for use in
analytics

4. Data strategy: accompany also other projects that want to use
our data knowledge

Examples of projects initiated by France include detection of tax
avoidance schemes, an early warning system for companies at risk
of failure helping to target counselling and or financial aid



I Linking the Strategic Planning Framework with PFM in Bulgaria (1) l
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Governments usually produce a large number of strategic documents.
The budget should reference a consistent and limited set of strategic planning documents.

Multi-annual Financial Framework 2021-2027 Partnership Agreement 2021-2027

EU Strategies — SDG 2030 National Reform Program anc
Convergence Program (Medium-Term

Fiscal Structural Plan 2025)

National Strategies
2030 National Development Program

for Bulgaria Action plans

National Programs

NATIONAL LEVEL

Source: Ministry of Finance, Bulgaria



Linking the Strategic Planning Framework with PFM in Bulgaria

(2)
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O To further improve the quality and
effectiveness of PPB, the overall PPB design has
recently been streamlined and key
performance indicators developed (using, inter
alia, the knowledge gained through PEMPAL
BCOP).

O A draft Law on Strategic Planning developed to:

> prescribe the hierarchy of strategic
documents and their development and
decrease their number;

> regulate the single national development
program as the highest-level strategic
document;

> prescribe standards for strategic document
content and structure, including

RESULTS

BUDGETARY
PRIORITIES

performance indicators; and

> introduce mandatory impact assessments.



Trends in PEMPAL countries for better alignment with strategic I
planning
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O Initial PBB efforts in PEMPAL countries were overall insufficiently connected to strategic planning, partl
due to previously weak and/or unstandardized strategic planning in many cases.

O Most PEMPAL countries (as well as many OECD countries) are currently undergoing or planning reforms

to improve performance focus and management and its use:

> establishing formal and targeted alignment of PPB with strategic planning

> streamlining the PPB structure - simplicity fosters accountability and transparency; decreasing
volume and increasing the quality of performance indicators and defragmenting program scope

> introducing/increasing focus on the whole-of-government cross/institutional performance,
including strategic budgeting initiatives (such as gender, green, SDGs, and equality budgeting)

> increasing the responsibilities and accountability of line ministries (as is done in OECD countries)

> improving IT systems for performance data management

O Going forward, PEMPAL BCOP plans to establish a Budgeting for Development working group.



THANK YOU!
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