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Economist Intelligence Unit (EIU) - 1 nooa
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X | X | X| x| X

X | X | X| X| X

X | X | X| X]| X

X | X | X | X| X

X | X | X|X]| X

X | X | X|X| X

X | X | X| x| X

X | X | X| X| X

XX | X| X]| X

Government Effectiveness

Quality of bureaucracy / institutional effectiveness

>

>

>

>

>

>

>

>

>

>

>

Excessive bureacucracy / red tape

>

>

>

>

>

>

>

>

>

>

>

>

>

>

>

>

Regulatory Quality

Unfair competitive practices

Price controls

Discriminatory tariffs

Excessive protections

Discriminatory taxes

X | X | X | X| X

X | X | X | X| X

XX | X]| x| X

X X | X | X | X

X | X | X | X | X

X | X | X | X| X

X | X | X | X| X

X | X | X | X | X

X | X | X | X| X

X | X | X | X| X

X | X | X | X| X

X | X | X | X| X

X | X | X | X| X

X | X | X | X | X

X | X | X | X| X

X | X | X | X| X
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Rule of Law

Violent crime X X X X X X X X X X X X X X X X
Organized crime X X X X X X X X X X X X X X X X
Fairness of judicial process X X X X X X X X X X X X X X X X
Enforceability of contracts X X X X X X X X X X X X X X X X
Speediness of judicial process X X X X X X X X X X X X X X X X
Confiscation/expropriation X X X X X X X X X X X X X X X X
Intellectual property rights protection X X X X X X X X X X X X X X X X
Private property protection X X X X X X X X X X X X X X X X
Control of Corruption

Corruption among public officials X X X X X X X X X X X X X X X X
Country Coverage 182 182 183 180 179 177 150 150 152 127 125 120 120 120 120 120
Country Coverage (Democracy Index) 168 168 166 166 167 167 167 167 167 - - . - . - -
Year of Publication 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2000 1998 1996
Data Provider: Economist Intelligence Unit. Data Source: Country Viewswire Service.

Respondents: Network of over 500 correspondents, reviewed for consistency by panels of regional experts.
Frequency: Monthly since 1997 - Democracy Index annually since 2006.

Description: For the Country Viewswire Service we use data from December of each year.
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World Economic Forum Global Competitiveness Survey (GCS) - 2 nooa

2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2000 1998 1996

Voice and Accountability

Transparency of government policymaking

Freedom of the press

Favoritism in decisions of government officials

XX XX
XX XX
XX [X|Xx
XX [X|Xx
XX XX
XX XX
XX XX
XX [X|X
XX [X|Xx
> H
XX [X|Xx
XX [X|Xx
XX [X| X
>

Effectiveness of law-making body

Political Stability and Absence of Violence

Cost of terrorism X X X X X X X X X X X X X

Government Effectiveness

Infrastructure X X X X X X

>
>
pas
>
pas
>
>
>
>
>

Quality of primary education

>
>
>
>
>
>
>
>
>
>
>
>
>
>
>
>

Regulatory Quality

Burden of government regulations

Extent and effect of taxation

>

Prevalence of trade barriers

XXX | X
XXX [
XXX |Xx
XXX |Xx

Intensity of local competition

Ease of starting a new business

>
> |z
>

Effectiveness of antitrust policy

>

XXX XXX [X
XX XXX [X| X
XXX XXX [X|>x
XXX XX [X| X
XXX XXX [X
XXX XXX [X
XXX XXX ([X
XXX XXX [X
XXX XXX [X
XXX XXX [X
XXX XX [X| X

>
>
>
>

Stringency of environmental regulations

Rule of Law
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Business cost of crime and violence

Cost of organized crime

Reliability of police services

Judicial indepdendence

Efficiency of legal framework for challenging
regulations

XX XX [X

IPR protection

XX XXX [>Xx|Xx
XX X XX [X]|X
XX X X [X[X]|Xx
XX | X X [X[Xx]|Xx
XX XXX XX
XX X XX [X]|X
XX [ X XX [X|Xx
XX X XX [X|Xx
XX X X [X[X|Xx
XX X X [X[X]|Xx
XX X X [X[X]|Xx
XX X X [X[X]|Xx
XX X X [X[X|Xx
X X[ X X [X[X

Property rights
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Informal sector X X X X X X X X X X X X X X X X

Control of Corruption

Public trust in politicians X X X X X X X X X X X X X X

Diversion of public funds X X X X X X X X X X X X X

Irregular payments in export and import X X X X X X X X X X X X X X X X
Irregular payments in public utilities X X X X X X X X X X X X X X

Irregular payments in tax collection X X X X X X X X X X X X X X

Irregular payments in public contracts X X X X X X X X X X X X X X

Irregular payments in judicial decisions X X X X X X X X X X X X X X

State capture . . . X X X X X X X X X X X

Country Coverage 144 148 144 136 140 133 134 130 125 117 104 102 86 76 53 58
Year of Publication 2015 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2001 1999 1997
Data Provider: World Economic Forum. Data Source: Global Competitiveness Survey. Respondents: Firms. Frequency: Annual since 1996.

Description: This survey gathers the views of domestic and foreign-owned firms on a range of issues related to the business environment. Most questions are scored on a 7-point scale.
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Institutional Profiles Database (IPD) - 3 nooa

2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2000 1998 1996
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Voice and Accountability

Freedom of elections at national level X X X X X X X X X . . . .
Avre electoral processes flawed? X X X X X X X X X . . . .
Do the representative Institutions (e.g. parliament) operate in

mManMmMwmm@ﬂ%ﬂ_mm*o:w_ﬁmﬁ_cﬂwﬁ_ummm_:m*w%mmﬁmwu.ﬁﬂmﬁnm__ﬂm_ﬂmo:vw X X X X X X X X X " - - -
Freedom of the Press (freedom of access to information, protection

of journalists, etc.) X X X X X X X X X :

Freedom of association X X X X X X X X X i

Freedom of assembly, demonstration X X X X X X X X X y . . .
Respect for the rights and freedoms of minorities (ethnic, religious,

linguistic, immigrants...) X X X X X X X X X :

Is the report produced by the IMF under Article IV published? X X X X X X X X X . .
Reliability of State budget (completeness, credibility, performance...) X X X X X X X X X . .
Reliability of State accounts (completeness, audit, review law...) X X X X X X X X X . .
Reliability of State-owned firms' accounts X X X X X X X X X .

Reliability of basic economic and financial statistics (e.g. national X X X X X X X X X i } B ;
accounts, price indices, foreign trade, currency and credit, etc.).

Reliability of State-owned banks' accounts X X X X X X X X X . .
_nwwﬁ_”gwmmwmngﬂ:oa_n policy (e.g. budgetary, fiscal, etc.)... X X X X X X X X X i } ) ;
wmm%whwﬁm economic policy (e.g. budgetary, fiscal, etc.)... publicly X X X X X X X X X .

Degree of transparency in public procurement X X X X X X X X X @ . . @
Freedom to leave the country (i.e. passports, exit visas, etc.) X X X X X X X X X . . . .
e oty X X X X X X X % X .

Freedom of movement for nationals around the world X X X X X X X X X .

Genuine media pluralism X X X X X X X X X . .
Freedom of access, navigation and publishing on Internet X X X X X X X X X .
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Political Stability and Absence of Violence

Intensity of internal conflicts: ethnic, religious or regional

Intensity of violent activities....of underground political
organizations

Intensity of social conflicts (excluding conflicts relating to land)

Regulatory Quality

Ease of starting a business governed by local law?

Ease of setting up a subsidiary for a foreign firm?

Share of administered prices

Does the State subsidize commodity prices (i.e. food and other
essential goods, excluding oil)?

Does the State subsidize the price of petrol at the pumps?

X | X |IX | XX |X]| X X [X]|X

XX X | XX | X]| X X [X]|X

X[ X [X|X|X|X]| X X |[X]|Xx

X[ X [ X | X|X[|X]| X X |[X]|Xx

X | X |IX | XX |X]| X X [X]|X

XX X | XX | X]| X X [X]|X

X[ X [X|X|X|X]| X X |[X]|Xx

X[ X [ X | X|X[|X]| X X |[X]|Xx

X X |IX | XX |X]| X X [X]|X

Importance, de facto, of barriers to entry for new competitors in
markets for goods and services (excluding the financial sector and
beyond the narrow constraints of the market)... related to the
administration (red tape etc.)

Importance, de facto, of barriers to entry for new competitors in
markets for goods and services (excluding finance and beyond the
narrow constraints of the market)... related to the practices of
already established competitors

Efficiency of compe
financial sector)

n regulation in the market sector (excluding
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2014 2013 2012 2011

2010 2009 2008 2007 2006 2005 200

2003 2002 2000 1998 1996

Rule of Law

X

X

X

X

X

X

X

X

X

Degree of security of goods and persons

by criminal organizations (drug trafficking, weapons, prostitution...)

Degree of judicial independence vis-a-vis the State

Degree of enforcement of court orders

Timeliness of judicial decisions

Equal treatment of foreigners before the law (compared to nationals)

Practical ability of the administration to limit tax evasion

Efficiency of the legal means to protect property rights in the event
of conflict between private stakeholders?

XXX | X[ X X]| X[ >

XXX X X X[ X[ X

XXX X[ X]X]| X[ >

XXX | X[ X X]|X[X>x

XXX XX X< X X[ X[ >

XXX X[ x| X]|X[X>x

XXX XX X X X[ X[ X

XXX X X X[ X[ >

XXX | X[ x| X]| X[ >

Generally speaking, does the State exercise arbitrary pressure on
private property (e.g. red tape...)?

>

>

>

>

>

>

pas

>

>

Does the State pay compensation equal to the loss in cases of
expropriation (by law or fact) when the expropriation concerns land
ownership?

Does the State pay compensation equal to the loss in cases of
expropriation (by law or fact) when the expropriation concerns
production means?

Degree of observance of contractual terms between national private
stakeholders

Degree of observance of contractual terms between national and
foreign private stakeholders

In the past 3 years, has the State withdrawn from contracts without
paying the corresponding compensation... vis-a-vis national
stakeholders?

In the past 3 years, has the State withdrawn from contracts without
paying the corresponding compensation... vis-a-vis foreign
stakeholders?

Respect for intellectual property rights relating to... trade secrets
and industrial patents

Respect for intellectual property rights relating to... industrial
counterfeiting

Does the State recognize formally the diversity of the land tenure
system?
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Control of Corruption X X X X X X X X X ; . . . . ; .
Level of "petty" corruption between administration and citizens X X X X X X X X X

Level of corruption between administrations and local businesses X X X X X X X X X

Level of corruption between administrations and foreign companies X X X X X X X X X

Government Effectiveness***

Coverage area: public school X X X X X X X X X

Coverage area: basic health services X X X X X X X X X . . . . . . .
Coverage area: drinking water and sanitation X X X X X X . . . . . . . . . .
Coverage area: electricity grid X X X X X X . . . . . . . . . .
Coverage area: transport infrastructure X X X X X X " . . " . . . . . .

Coverage area: maintenance and waste disposal

Country Coverage

143 143 143 123 123 123 8 85 85

Year of Publication

2013 2013 2013 2009 2009 2009 2006 2006 2006

* Two indicators in the past or past two rounds (2009, 2006), merged into one in 2012

** One indciator in the past or past two rounds (2009, 2006), split into two in 2012

*** Government Effectiveness was composed of only two indicators in 2006: quality of education and health

Data Provider: French Ministry of the Economy, Industry and Employment and the Agence francaise de développement.

Data Source: Institutional Profiles Database.

Description: The Institutional Profiles database presents a set of indicators on the institutional characteristics of 100+ developed and developing countries. The subject scope covers a broad

spectrum of these institutional characteristics: functioning of political institutions, public security, public governance, markets' operating freedom, stakeholder co-ordination and strategic vision

Respondents: Country office staff of two ministries.

Frequency: Every three years since 2006.

of the authorities and agents, security of transactions, market regulations and corporate governance, social dialogue, openness of society and markets, social cohesion.
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Gallup World Poll (GWP) - 4 nooa

2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2000 1998 1996

Voice and Accountability
Confidence in honesty of elections X X X X X X X X X
y and Absence of Violence

Government Effectiveness

Satisfaction with public transportation system X X X X X X X X X
Satisfaction with roads and highways X X X X X X X X X
Satisfaction with education system X X X X X X X X X
Regulatory Quality

NA

Rule of Law

Confidence in the police force X X X X X X X X X
Confidence in judicial system X X X X X X X X X

Have you had money property stolen from you
or another household member?

Have you been assaulted or mugged? X X X X X X X X X

Control of Corruption

Is corruption in governmnent widespread? X X X X X X X X X

Country Coverage* 162 163 161 156 155 153 143 138 129 .. @ - ® .- ® .-
Year of Publication 2014 2013 2012 2011 2010 2009 2008 2007 2006 .. . .- . - @ -

* includes countries carried forward from previous years.
Data Provider: The Gallup Organization. Data Source: Gallup World Poll. Respondents: Households. Frequency: Annual starting in 2006.

Description: The Gallup World Poll is a survey polling representative samples of households in a large sample of countries. The core survey instrument asks a wide range of questions, including some
related to governance. Note that we have carried forward scores for those countries that were covered in previous years but not in current year, up to a maximum of two years.
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Political Risk Services International Country Risk Guide (PRS) - 5 nooa

2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2000 1998 1996
Voice and Accountability
Military in politics X X X X X X X X X X X X X X X X
Democratic accountability X X X X X X X X X X X X X X X X
Political Stability and Absence of Violence
Government sta X X X X X X X X X X X X X X X X
Internal conflict X X X X X X X X X X X X X X X X
External conflict X X X X X X X X X X X X X X X X
Ethnic tensions X X X X X X X X X X X X X X X X
Government Effectiveness
Bureaucratic quality X X X X X X X X X X X X X X X X
Regulatory Quality
Investment profile X X X X X X X X X X X X X X X X
Rule of Law
Law and order X X X X X X X X X X X X X X X X
Control of Corruption
Corruption X X X X X X X X X X X X X X X X
Country Coverage 140 140 140 140 140 140 140 140 140 140 140 140 140 140 140 129
Year of publication 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2000 1998 1996

Data Provider: Political Risk Services. Data Source: International Country Risk Guide. Respondents: Political Risk Services staff. Frequency: Monthly since 1984.

Description: The International Country Risk Guide includes a Political Risk Index, which in turn consists of 12 components measuring various dimensions of the political and business environment
facing firms operating in a country. We use data from December reports of each year.
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Global Insight Business Risk and Conditions (WMO) - 6 nooa

2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2000 1998 1996

Voice and Accountability

Institutional permanence An assessment of how mature and well-established
the political system is. It is also an assessment of how far political opposition
operates within the system or attempts to undermine it from outside.

Representativeness How well the population and organised interests can make
their voices heard in the political system. Provided representation is handled

fairly and effectively, it will ensure greater stability and better designed policies.

Political Stability and Absence of Violence

Civil unrest. How widespread political unrest is and how great a threat it
poses to investors. Demonstrations in themselves may not be cause for
concern, but they will cause major disruption if they escalate into severe
violence. At the extreme, this factor would amount to civil war.

Terrorism. Whether the country suffers from a sustained terrorist threat, and
from how many sources. The degree of localisation of the threat is assessed,
and whether the active groups are likely to target or affect businesses.

Protests and riots. The risk that the nature and impact of protests
and riots (excluding those related to labour) cause damage to assets
or injure or detain people, particularly if these disrupt normal
movement, business operations, and activity.

Terrorism. The risk that the activities of any non-state armed group
or individual cause (or are likely to cause) property damage and/or
death/injury through violence. This risk definition includes terrorism,
which uses violence (or the threat of) to advance a political cause,
and similar tactics used by "for profit" organised crime.

Interstate war. This risk measures resultant impacts (death/property
damage) and means, covering the spectrum from targeted military
strikes against limited targets to full-scale war with the aim of
changing the government and/or occupation.

Civif war. The risk of intra-state military conflict, in the form of an organised
insurgency, separatist conflict, or full-blown civil war, in which
rebels/insurgents attempt to overthrow the government, achieve
independence, or at least heavily influence major government policies.
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Government Effectiveness

Bureaucracy. An assessment of the quality of the country’s
bureaucracy. The better the bureaucracy the quicker decisions are
made and the more easily foreign investors can go about their
business.

Policy consistency and forward planning. How confident businesses
can be of the continuity of economic policy stance - whether a
change of government will entail major policy disruption, and
whether the current government has pursued a coherent strategy.
This factor also looks at the extent to which policy-making is far-
sighted, or conversely aimed at short-term economic advantage.

Infrastructure disruption. This reflects the likelihood of disruption to
and/or inadequacy of infrastructure for transport, including due to
terrorism/insurgency, strikes, politically motivated shutdowns,
natural disasters; infrastructure includes (as relevant) roads,
railways, airports, ports, and customs checkpoints.

State failure. The risk the state is unable to exclusively ensure law
and order, and the supply of basic goods such as food, water,
infrastructure, and energy, or is unable to respond to or manage
current or likely future emergencies, including natural disasters and
financial or economic crises.

Policy instability. The risk the government's broad policy framework
shifts over the next year, making the business environment more
challenging. This might include more onerous employment or
environmental regulation; local content requirements; import/export
barriers, tariffs, or quotas; other protectionist measures; price
controls or caps; more "political" control of monetary policy, or
simply more direct intervention into the operations and decisions of
private companies etc.
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—_—>

2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2000 1998 1996

Regulatory Quality

Tax Effectiveness. How efficient the country’s tax collection system
is. The rules may be clear and transparent, but whether they are
enforced consistently. This factor looks at the relative effectiveness
too of corporate and personal, indirect and direct taxation.

Legis/ation. An assessment of whether the necessary business laws

are in place, and whether there any outstanding gaps. This includes
the extent to which the country's legislation is compatible with, and
respected by, other countries' legal systems.

Regufatory burden. The risk that normal business operations
become more costly due to the regulatory environment. This
includes regulatory compliance and bureaucratic inefficiency and/or
opacity. Regulatory burdens vary across sectors so scoring should

give greater weight to sectors contributing the most to the economy.

Tax inconsistency. Tax inconsistency also captures the risk that
fines and penalties will be levied for non-compliance with a tax

code that appears disproportionate or manipulated for political ends.

Rule of Law

Judicial Independence. An assessment of how far the state and
other outside actors can influence and distort the legal system. This
will determine the level of legal impartiality investors can expect.

Crime. How much of a threat businesses face from crime such as
kidnapping, extortion, street violence, burglary and so on. These
problems can cause major inconvenience for foreign investors and
require them to take expensive security precautions.

Expropriation. The risk that the state or other sovereign political
authority will deprive, expropriate, nationalise, or confiscate the
assets of private businesses, whether domestic or foreign.

State contract afteration. The risk that a government or state body
alters the terms of, cancels outright, or frustrates (usually through
delay) contracts it has with private parties without due process.

Contract enforcement. The risk that the judicial system will not
enforce contractual agreements between private-sector entities,
whether domestic or foreign, due to inefficiency, corruption, bias, or
an inability to enforce rulings promptly and firmly.
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Control of Corruption

Corruption. An assessment of the intrusiveness of the country’s
bureaucracy. The amount of red tape likely to countered is assessed,
as is the likelihood of encountering corrupt officials and other
groups.

Corruption. The risk that individuals/companies will face bribery or

other corrupt practices to carry out business, from securing major

contracts to being allowed to import/export a small product or X
obtain everyday paperwork. This threatens a company's ability to

operate in a country, or opens it up to legal or regulatory penalties

and reputational damage.

Country Coverage 204 203 203 203 203 203 203 202 202 201 202 186 186 181 181 181

Year of Publication 2015 2014 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2000 1998 1998

* Same as 1998.
Data Provider: Global Insight. Data Source: Global Insight Global Risk Service. Respondents: Global Insight staff, subject to regional reviews for comparability.
Frequency: Annual assessments with daily online updates.

Description: This rating reflects Global Insight's analysts' assessments of the quality and stability of various dimensions of the business environment. As of the WGI2014 update, the old IHS series has
been discontinued and replaced by a new system consisting of revised questions and scorings. These changes are reflected in the WGI2014 update. The table below shows the questions from both
the previous and the current version of the Global Risk Service Ratings, that are used through 2013, and from 2014 onwards, respectively. Users should be cautious in interpreting changes over time
in the data from this source that cross this break in the IHS Global Insight methodology.

99



NHWD 'DINDI VINI INIWI NOWUDDA NIP'OPOR 114 NINITHD IPND

Global Insight Business Risk and Conditions (WMO) - 7 nooa

2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2000 1998 1996

Voice and Accountability

Transparency of government policv

X X X X X X X X X X X X X X X X

Political Stability and Absence of Violence

Government Effectiveness

Government economic policies do not adapt quickly to
changes in the economy

The public service is not independent from political

generally inefficient

. . X X X X X X X X X

interference

Government decisions are not effectively implemented X X X X X X X X X X X X X X X

Bureaucracy hinders business activity X X X X X X X X X X X X X X X X

The distribution infrastructure of goods and services is X X X X X X X X X X X X X X X
. X X X X X

Policy direction is not consistent

Regulatory Quality

Protectionism in the country negatively affects the
conduct of business

Competition legislation in your country does not prevent
unfair competition

Price controls affect pricing of products in most industries

Access to capital markets (foreign and domestic) is easily
available

Ease of doing business is not a competitive advantage for
your country

Financial institutions' transparency is not widely
developed in your country
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Customs' authorities do not facilitate the efficient transit

X X X X X X X X X X X X X X X
of goods
The _mm.m._ framework is detrimental to your country's X X X X X X X X X X X X X X X
competitiveness
Foreign ._=<mm§m are free to acquire control in domestic X X X X X X X X X X X X X X X X
companies
Mﬂa_unn_mnammﬂoﬂ contracts are sufficiently open to foreign X X X X X X X X X X X X X X X X
Real personal taxes are non distortionary X X X X X X X X X X X X X X X X
Real corporate taxes are non distortionary X X X X X X X X X X X X X X X
Banking regulation does not hinder competitiveness X X X X X X X X X X X X X
Labor regulations hinder business activities X X X X X X X X X X X
Subsidies impair economic development X X X X X X X X X X X
Easy to start a business X X X X X X X X X X X
Rule of Law
Tax evasion is a common practice in your country X X X X X X X X X X X X X X X .
Justice is not fairly administered in society X X X X X X X X X X X X X X X X
Personal security and private property are not adequately X X X X X X X X X X X X X X X X
protected
Parallel economy impairs economic development in your X X X X X X X X X X X X X X X X
country
Patent m.:n_ copyright protection is not adequately X X X X X X X X X X X X X X X
enforced in your country
Control of Corruption
Bribing and corruption exist in the economy X X X X X X X X X X X X X X X X
Country Coverage 60 60 59 59 58 57 57 55 55 51 51 51 49 47 46 46

Year of Publication

2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2000 1998 1996

Data Provider: Institute for Management Development.

Frequency: Annual since 1987.

Data Source: World Competitiveness Yearbook.

Respondents: Businesspeople working in countries being assessed.

Description: The World Competitiveness Yearbook ranks countries on a large number of factual and subjective indicators relating to the business environment. We use indicators drawn from their

Executive Opinion Survey capturing the views of approximately 4000 respondents.
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2.1.a.1: In developing the budget, are there fiscal rules
placing limits on Executive fiscal policy discretion?

Q.14 : In developing the budget, are there any fiscal
rules that place limits on fiscal policy?

18. : Does the government have in place any fiscal rules
that place limits on fiscal policy?

Reply Ranking Standardized Reply Ranking Standardized Reply Ranking Standardized
Yes L 10 No 0 0=0 No 0 0=0
No 0 0 Yes, expenditure rule 1 cumulative 1=2.5 expenditure rule 1 cumulative 1=2.5
2.1.a.4: Is your country subject to any fiscal rules by a Y | 1 lati 2=5
supra-national organisation? (e.g Maastricht treaty) €. revenue rule cumulative = revenue rule 1 cumulative 2=5
Yes, budget balance . .
Reply Ranking  Standardized (surplus/deficit) rule 1 cumulative 3=7.5 budget balance 1 cumulative 3=7.5
Yes, please specify 1 10 Yes, debt rule 1 cumulative 4=10 debt 1 cumulative 4=10
No 0 0 Other 1 cumulative

2.4.e : Who has the last word? How are disputes

Q.26 : In practice how are disputes between line
ministries and the Central Budget Authority in the

33. : During the budget negotiation process, who has the

between Ministries and the central budget authority . . final/ultimate decision ing power to resolve/settle
budget preparation process generally resolved i.e. issues .
resolved? g disputes?
not resolved at civil servant level?
Reply Ranking Standardized Reply Ranking Standardized Reply Ranking Standardized

The issue is sent to parliament 0 0 The issue is resolved by the 3 10 )
for decision Minister of Finance a. President (33_A) 3 10
The minister o finance makes 3 10 The issue is resolved by the 3 10 b. Prime Minister (33_B) 3 10
all final decisions
The issues are resolved by the The issue is resolved by the . Minister of Finance (33_C) 3 10
President/Prime 3 10 . 3 10
Minister/Princinal E i President

inister/Principal Executive o d. Cabinet (33.D) 1 25

. The issue is resolved by the
Cabinet 1 25 Cabi 1 25
abinet 2 5

The issues are sent to a ) 5 o
ministerial committee The issue is sent to a 2 5

Other, please specify

ministerial committee

f. Other, please explain: (33_F)
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2.4.d: Are there established rules or procedures to

guide central budget authority negotiations with line Q.23 : Does the Central Budget Authority impose limits 31.: Does the government impose budget ceilings on the

ministries? (ceilings) for each ministry’s initial spending request? initial spending requests of each line ministry?
Reply Ranking Standardized Reply Ranking Standardized Reply Ranking Standardized
Yes 1 0 No, there are no such limits 0 0=0 a. Yes *.oq §m_\o<mﬁ__ -
expenditure of the line ministry 1 0=0
No, there are only 0 1210 614
No 0 10 suggested/indicative limits b. Yes for other aggregate levels
(e.g by program or sector) 1 1=10
2.4.f : What percentage of the initial executive branch Yes, but only for some types of 31.8)

budget is decided by the President/Prime expenditure (e.g. salaries) on a 1
Minister/Principal Executive (i.e. not worked out chapter level
between Ministries)?

c. Yes for agency level or other

Yes, but only for some types of organisational level (31_C)

expenditure (e.g. salaries) at a 1 o
Reply Ranking  Standardized ne item level M&w.ﬂzwv%ma are no such limits 0

Yes, for all types of expenditure 1 h

0t015% 1 1 at a chapter level

16 t0 30% 2 Yes, for m.__ types of expenditure 1
at a line item level

31 t0 50% 3

More than 50% 4 10
Q.1: Where is the function of the Central Budget 1a.: Where is the function of the Central Budget Authority
Authority located? (CBA) located in your government?
Reply Ranking Standardized Reply Ranking Standardized
Ministry of Finance/Economy 1 1=10 E—_mqm" Ministry of 1 1=10
Finance/Economy

otherwise 0 0=0 Where: otherwise 0 0=0
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2.7.b : How far in advance of the beginning of the fiscal
year does the executive present its budget to the

Q.39 : In practice what is the timeframe for the following
stages of the budget approval?- The budget is presented

6h : When is the Executive Budget Proposal and supporting
documentation submitted to the Legislature?

legislature? to the Legislature
Reply Ranking Standardized Reply Ranking Standardized Reply Ranking  Standardized
Up to two months 3 10 Up to two months 3 10 up to 2 months 3 10
Two to four months 2 6.67 Two to four months 2 6.67 2-4 months 2 6.67
Four to six months 1 333 Four to six months 1 333 4-6 months 1 333
More than six months 0 0 More than six months 0 0 more than 6 months 0 0

2.7.c: If the budget is not approved by the legislature
before the start of the fiscal year, which of the following
describes the consequences:

Q.43 : If the budget is not approved by the Legislature
before the start of the fiscal year which of the following
describes the consequences?

67 : If the budget is not approved by the Legislature before
the start of the fiscal year, which of the following describes
the consequences?

Reply Ranking Standardized
The executive’s budget proposal takes
. 5 833

effect in any case
The executive’s budget proposal takes
effect on an interim basis in a

- N o 4 6.67
constitutional or legislative specified
period of time
Last year's budget takes effect on an 3 5
interim basis
Last years' budget concerning ) 333

continuing expenditures takes effect

Other interim measures are
constitutionally/legislatively required 1 1.67
and voted on by the legislature

Other interim measures are voted on by
the legislature

elections would be called

Reply Ranking Standardized
The Executive’s budget proposal takes 5 833
effect
The Executive's budget proposal takes
effect on an interim basis, i.e. for a 4 6.67
imited period
Last year's budget takes effect on an
s o L . 3 5
interim basis, i.e. for a limited period
Other interim measures are voted on 2 333
by the Legislature
Expenditure without legislative 0 0
approval are not allowed
Other - The executive would resign
and new elections would be called 6 10
(2003 equivalent)
Other - Other interim measures are
constitutionally/legislatively required 1 167

and voted on by the legislature (2003
equivalent)

Reply Ranking  Standardized
a. The Executive's budget proposal takes 5 833
effect
b. The Executive's budget proposal takes
effect on an interim basis, i.e. for a 4 6.67
ited period

c. Last year's budget takes effect on an

- C S . 3 5

terim basis, i.e. for a limited period
d. Other interim measures are voted on
2 3.33

by the Legislature
e. Government shuts down, emergency
budget applies until (interim) agreement 6 10
is reached
f. Expenditure without legislative 0 0
approval are not allowed
Other - Other interim measures are
constitutionally/legislatively required and 1 167

voted on by the legislature (2003
equivalent)
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2.7.d : Are there any restrictions on the right of the
legislature to modify the detailed budget proposed by the

Q.40 : What are the formal powers of the Legislature to
amend the budget proposed by the Executive?

64 : What are the formal powers of the Legislature to amend
the budget proposed by the Executive?

executive?
Reply Ranking Standardized Reply Reply Ranking  Standardized
Yes 1 10 The Legislature has unrestricted a. The Legislature has unrestricted
1 25 1 25
powers to amend the budget powers to amend the budget
No 0 0
The Legislature may make b. The Legislature may make
2.7. : If applicable, what form do these restrictions take? amendments but only if it does not ; 5 amendments but only if it does not 2 5
change the total deficit/surplus change the total deficit/surplus proposed
Reply Ranking Standardized | proposed by the Executive by the Executive
May not make any n:m.smmm. _.mm_m_m::.m The Legislature may only decrease c. The Legislature may only decrease
can only approve or reject the budget in 10 10 existing expenditures/revenues (i.e. existing expenditures/revenues (i.e. the
whole. 3 15 3 75

May not increase or propose new
expenditures, i.e., legislature can only 9 9
decrease funding levels.

May only make changes to aggregate

’ 8 8
levels of spending or revenue
May reallocate and increase funding 7 7
Jevels
May reallocate or increase funding
|evels, but only if it reduces others or 6 6
approves new revenue sources, i.e., o
net change in total deficit/surplus.
May reallocate and increase funding 5 5

|evels for only certain programmes

May reallocate or increase funding

levels for only certain programmes, but

only if it reduces others or approves new 4 4
revenue sources, i.e., no net change in
total deficit/surplus,

May create new spending items,
reallocate and increase funding levels
May create new spending items,
reallocate or increase funding levels, but
only if it reduces others or approves new 2 2
revenue sources, i.e., no net change in

total deficit/surplus

The Executive must approve any
changes proposed by legislature.

the Legislature cannot increase
existing items nor create new ones)

The Legislature may not make any
changes; it can only approve or reject 4 10
the budget as a whole

Legislature cannot increase existing
items nor create new ones)

d. The Legislature may not make any
changes; it can only approve or reject the 4 10
budget as a whole

123



NHWD 'DINDI VINI INIWI NOWUDDA NIP'OPOR 114 NINITHD IPND

2003

2007

2012

: In practice, does the legislature generally approve

Q.41 : What has been the total size of changes made by
the Legislature as a perc ge of the budget pr ed

65b : If possible, please estimate and write the size of the

h d bud

ive? C 'C
the budget as presented by the executive? by the Executive? (Current & Previous Fiscal Year) ges as a per: ge of the prop g
Reply Ranking Standardized Reply Ranking  Standardized Reply Ranking  Standardized
Ascending Ascending
order of
average order of
. By decile where average By decile where
W:mﬂzmm“m_z approves the budget with no 3 10 % uMﬂM”ﬁ“mm 0%=10 and % percentage 0%=10 and
g . g Max(%)=0 changeinthe  Max(%)=0
in the last
last two
fiscal years

It generally approves the budget with

or changes only (affecting less than 2 6.7
3% of total spending)
It generally approves the budget with
major changes (affecting more than 3% 1 33
but less than 20% of total spending)
It generally approves a budget
significantly different from the executive 0 0

(affecting more than 20% of total
spending)
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2.10.a : What best describes the committee structure for
dealing with the budget?

Q.33 : Thinking about the following types of committee
structures for dealing with the budget, please indicate

59 : Thinking about the foll

ing types of committee

structures for dealing with the budget, please indicate which

which arrang pplies to each chamber. a g pplies to each ch .
Reply Ranking Standardized Reply Ranking Standardized Reply Standardized
A single budget committee deals with A single budget committee formally a. A single Budget/Finance
all budget-related matters with no considers all budget-related matters. Committeecoordinates a process in
formal input from other committees. 3 10 Sectoral committees may make 3 10 which sectoralcommittees make
Sectoral committees may make recommendations, but the budget recommendations tothe Budget/Finance
recommendations, but budget committee does not have to follow Committee.The Budget/Finance 10
committee does not have to follow them. them Committee then reviews and accepts or
) i . . rejects theserecommendations and
A single budget committee deals with Assingle budget committee formally formallyconsiders all budget-related
the budget, but members from other considers the budget, but members matters.
sectoral committees attend meetings of from sectoral committees attend 2 6.67
the budget committee when meetings of the budget committee b. A single Budget/Finance Committee
expenditures in their specific areas are when expenditures in their specif formally considers the budget, but
being dealt with. For example, members 2 6.67 areas are discussed members from sectoral
of the education committee would f ;
. . committeesattend meetings of 6.67
attend meetings of the budget A m_:.w_m u“mmmﬁ Mogs_nmw SM:W _< theBudget/Finance Committee when
committee when expenditures for the considers budget aggregates {tota expenditures in their specific areas are
ministry of education were being _m<w_ of revenue and spending and discussed
discussed. their allocation to each sector) and 1 333 .
sectoral committees formally consider . . .
A single budget committee deals with mvmz%:m @ sector specific Mmpwdm_wommmwwwﬁﬁwzmﬂm mnoﬂawmww
budget aggregates (total level of appropriations y get aggreg
. . (total level of revenue and spending and
revenue and spending and their . . .
N Sectoral committees formally con: their allocation to each sector) and 3.33
allocation to each sector) and sectoral . X X X
. gy appropriations for each respective sectoral committees formallyconsider
committees deal with spending at the . N
o sector. No budget committee is in 0 0 spending for sector specific
level of each appropriation. For X ) .
] 1 333 place or it provides technical appropriations.
example, the budget committee would -
X 3 assistance only
establish the total level of expenditure )
for education, but member of the No formal committee involvement, d. meo.a_.SBB_smmm formal _« consider
education committee would allocate the but committees may choose to 0 0 appropriations for mm%amwmnz«m.mmﬂor 0
total among each appropriation within consider aspects of the budget No Budget/Finance Committee is in place
the education sector. or it provides technical assistance only.
) ) Other - A single budget committee
Sectoral committees deal with reviews the budget without 3 10 e. Other - A single budget committee
appropriations for each respective 0 0 nvolvement from other committees reviews the budget without involvement 10
sector. No budget committee is in place from other committees
or offers only technical assistance. Other 0 0
f. Other - else 0
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3.2.a.1: Do government organizations generally
receive one appropriation for all of their
operating expenditures?

Q.49 : Do your agencies/executive organisations receive
lump sum appropriations?

70a : Generally speaking, do agencies receive lump
sum appropriations for their operating expenditure?
+ 70b : As you selected option b above, please indicate
which sub-limits are in place (70B)

Reply Ranking  Standardized Reply Ranking Standardized Reply Ranking Standardized
No, each agency/executive
organisation receives an
Yes 0 0 appropriation that specifies 5 10 NO (70a) 5 1=2
expenditures below the agency
level

Yes, appropriations are at
the outcome level

No, separate appropriations
for salaries and other 2 6.67
operating expenditures

No, more than two
appropriations lines for 3 10

Yes, each agency/executive

organisation receives a lump

sum appropriation for operating 2 4
expenditures only, without sub-

limits

Yes, each agency/executive

organisation receives a lump

sum appropriation for operating 4 8
expenditures only, with a sub-

limit on wages

Yes, each agency/executive

organisation receives a lump

sum appropriation covering both 1 2
operating and capital

expenditures, without sub-limits

Yes, each agency/executive
organisation receives a lump
sum appropriation covering both
operating and capital
expenditures, with a sub-limit on
wages

a. Yes, they receive a lump-

sum with no limits (70a) ! 2=4
b. Yes, they receive a lump-

sum but with sub-limits 3=6
(70a)

2a. Limits on wages (70B) 3 4=8
2b. Limits on capital ) 5210

spending (70B)

2aand 2b 4
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3.2.a.2: If government organisations generally
receive more than one appropriation for operating
expenditures, are transfers or virements permitted
between different appropriation lines (e.g. between
salary and other expenditures)?

Q.53 : Are ministers allowed to reallocate/vire funds
between line items within their responsibility?

72a: Can line ministers re-allocate funds within th
own budget envelope? + 72b : Please indicate what
institution(s) must grant approval for line ministers to re-
allocate funds in their budget envelope

Reply Ranking  Standardized Reply Ranking Standardized Reply Ranking Standardized

There are no restrictions on 0 0 No 5 1=2 a. No, not permitted 10 cumulative 3=3

such transfers

There can be transfers, but

only with the approval of the . - _ b. Yes up to certain . _

Ministry of Finance/Central 4 8 Yes, without restrictions 1 2=4 threshold 2 cumulative 4=4

Budget Authority

;.mﬂm can be transfers, but oq_< 3 6 Yes, with restrictions 2 36 n <.mm without any 1 cumulative 5-5

with the approval of the Legislature limit/threshold

There can be transfers, but ) Ministry of

only if the change alters the 2 4 NM_% _Mdﬁmwnuaé_ of the 1 cumulative 4=8 inance/Economy : No 1 cumulative 6=6

structure of appropriations 9 approval needed

There can be transfers, but ) ] Ministry of

the legislature must be 1 2 <<_E the approval of the Finance 1 cumulative 5=10 Finance/Economy : Ex-post 2 cumulative 7=7

Minister

notified of the transfer approval

There can be no such s 10 Ministry of Finance/ 3 cumulative 8=8

transfers Economy : Ex-ante approval

3.2.a.3 : Are government organisations allowed to .
. . Legislature : No approval .
transfer funds between operating expenditures, 1 cumulative 9=9
. needed
investments and programme funds?
Reply Ranking  Standardized Legislature : Ex-post 2 cumulative 10=10

approval

There are no restrictions on 0 0 .

such transfers Legislature : Ex-ante 3 cumulative
approval

There can be transfers, but

only with the approval of the 3 75

Ministry of Finance/Central :

Budget Authority

There can be transfers, but only 2 5

with the approval of the Legislature

There can be transfers, but
the legislature must be 1 25
notified of the transfer

There can be no such transfers 4 10
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3.2.b.7 : Is it possible for managers of
ministries/government organisation to borrow against
future appropriations for operating costs (salaries, etc.)?

Q.55 : Is it possible for ministries/Government organisations to
borrow against future appropriations? - Operating expenditures

73 : For operating expenditures, can the line ministries or
agencies overspend in one year and compensate by
underspending in the following year (e.g. borrow against
future appropriations)?

Reply Ranking Standardized Reply Ranking Standardized Reply Ranking Standardized

Yes, without limit 0 0 No 4 10 i. No, not permitted 2 10
. Yes, without approval 0 0
Yes, up to a maximum percentage 1 3.33 : pp o - Yes up to certain threshold 1 5
Yes, as approved on a case-by- Yes, ,.z:.__oE approval if within a specified 1 25 . . o
case basis by the Ministry of 2 6.67 sub-limit iii. Yes without any limit/threshold 0 0
Finance/Central Budget Authority Yes, with approval of the Le 2 5
No 3 10 Yes, with approval of the Central Budget Authority 3 7.5
3.2.b.1: Is it possible to carry-over unused appropriations| Q.54 : Can ministers carry-over d funds or appropriations 78a: For discreti y spending, can line ministers carry
for operating costs (salaries, etc.) from one year to from one year to another? (Average of the 3 Section) over unused funds or appropriations from one year to
another? a - Operating expenditures another?

Reply Ranking  Standardized Reply Standardized Reply Ranking Standardized
Yes, without limit 0 0 No 4 10 a. No, not permitted 4 10
Yes, up to a maximum percentage 2 333 Yes, without restrictions 0 0 c..<mm E_ﬁroﬁ.m threshold and 0 0

Yes, with restrictions 1 or the highest 2.5 without requiring any approval

Yes, as approved on a case-by- .
case basis by the Ministry of 5 8.33 With the approval of the Legislature 2 or the highest 5 M<mm %_ﬁ”ozwoﬂ_ﬂam:o_n but 1 25
Finance/Central Budget Authority With the approval of the Finance Minister 3 75 quiring app

Yes, on a case by case basis

according to underlying statute 3 5
Yes, with notification of the 1 167
legislature

<mm., with the approval of the 4 6.67
legislature

No 6 10

b - Investments

Reply Ranking Standardized
No 4 10
Yes, without restrictions 0 0
Yes, with restrictions 1 or the highest 2.5
With the approval of the Legislature 2 or the highest 5
With the approval of the Finance Minister 3 75

¢ - Transfers/subsidi

Reply Ranking Standardized
No 4 10
Yes, without restrictions 0 0
Yes, with restrictions 1 or the highest 2.5
With the approval of the Legislature 2 or the highest 5

With the approval of the Finance Minister 3 75

d. Yes up to a certain threshold
without approval, but above this 2 5
threshold approval is required

e. Yes up to a certain threshold and
also requiring approval
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3.2.c.1: Does the annual budget include any central
reserve funds to meet unforeseen expenditures?

Q.61: Did the budget for the last fiscal year include any
central reserve funds to meet unforeseen expenditures?

87 : What has been the total size of reserve funds for the
following fiscal years

Reply Ranking Standardized Reply Ranking Standardized Reply Ranking Standardized
No 0 0 Yes 1 10 2009, 2010 & 2011 Ascending order By decile where
of average 0%=0 and
average % o
A small central reserve fund No 0 0 percentage Max(%)=10

is operated to meet general 1 1.67
unforeseen expenditures.

A small central reserve fund
is operated for only limited 2 333
contingent purposes.

A small central reserve fund
is operated for new policy 3 5
initiatives.

A large central reserve fund
is operated to meet general 4 6.67
unforeseen expenditures.

A large central reserve fund

is operated to meet major

forecasting errors in the

economic and other 5 833
assumptions underlying the

budget. The fund is only

used if such errors occur.

A large central reserve fund
is operated for new policy 6 10
initiatives.
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Abstract

According to the World Bank’s index of government effectiveness, Israel
is ranked 21st among the 34 OECD countries. The disparity between
Israel and the OECD average began to narrow in 1996, and the gap
actually closed in 2008. However, between 2012 and 2014, Israel fell
behind again. Relative to its level of GDP per capita, though, Israel’s
government effectiveness ranking is not exceptional, for better or worse.
In fact, Israel is located squarely on the statistical line connecting the

level of per capita income and government effectiveness.

This study shows that government effectiveness is higher in states with
high public expenditure relative to GDP, though this positive relation is
only marginally significant and wanes at a certain level of expenditure.
The low level of public expenditure in Israel in comparison to OECD

countries might drive down the effectiveness of government in Israel.

Governments that pay higher wages to civil servants show a higher level
of effectiveness, but this relation disappears when we take into account
differences in GDP per capita. Therefore, we cannot claim with certainty

that the level of wages to civil servants is a causal factor in this relation.

It is interesting that wage inequality in the civil service (as measured by the
disparity between the salaries of top-level management and employees of
administrative rank) has a detrimental impact on government effectiveness.
This impact remains even when we take into account differences in per-
capita GDP. This finding is particularly relevant for Israel in light of the
wide salary gaps in the civil service relative to developed countries.

Contrary to the prevalent belief, this study does not find a connection
between a safety net for civil service employees and government
effectiveness. It is noteworthy that according to the OECD index, the
extent of protection for civil service employees in Israel is not significantly
different from the OECD average.

This policy paper is a product of research conducted at the Israel Democracy Institute. I would like to
thank Ariel Goldstein for his help in preparing this paper. I also wish to thank Saar Alon-Barkat, Avi
Ben-Bassat, Sharon Gilad, Moshe Maor, Raanan Sulitzeanu-Kenan, and Michel Strawczynski for their
helpful comments.
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This study also finds a strong negative relation between government effectiveness
and the index of political appointments, which was calculated based on a survey
of experts conducted by the Quality of Government Institute, affiliated with the
University of Gothenburg in Sweden. This relation remains even after accounting
for the differences in per-capita GDP. Israel ranks 16th out of 34 OECD countries
in its frequency of political appointments, slightly higher than the average.

States with a skills-based mechanism for hiring employees tend to display higher
effectiveness. This is one of the most solid findings in this research paper. The
relation between a skills-based mechanism for hiring employees and government
effectiveness also remains after taking into account the differences in per- capita
GDP. If this relation also expresses a causal link, we can say that a greater focus on
hiring employees according to their qualifications could boost the government’s
effectiveness.

Government effectiveness was found to be higher in countries where the
mechanism for hiring civil service employees is characterized by a position-based
recruitment system (greater degree of open competition). The OECD provides
information on the method of hiring civil servants, on a scale ranging from career-
based hiring (granting clear priority to internal candidates in competing for civil
service jobs) to a position-based hiring mechanism, which opens the competition
for civil service jobs at all levels to everyone. According to this index, based
on a survey of experts conducted by the OECD, Israel is closer to the method
system of career-based recruitment, lying 23rd out of 34 OECD countries. On
the other hand, research indicates that countries that choose candidates from
within the civil service to fill senior management positions demonstrate a higher
level of effectiveness (based on a survey of experts conducted by the Quality
of Government Institute). However, once we take into account the disparities
in per-capita GDP, the relation between hiring mechanisms and government
effectiveness disappears (this is true for both the relations described here).

Surprisingly, no significant relation was found between the ages of civil service
personnel and the government’s effectiveness. In Israel, civil servants are
relatively older than in other OECD states, especially considering the young
demographic composition of the Israeli population. However, this characteristic
does not adversely affect government effectiveness in Israel. The number of work
hours of civil servants, which is high compared to the OECD average, also has no

impact on the government’s effectiveness.



Abstract

10. Centralization in the budgeting process adversely affects government
effectiveness, and the high level of budget centralization in Israel harms the
effectiveness of its government. Dahan and Strawczynski (2016) conducted a
study focusing on the impact of the budgeting process, based on a panel of
OECD countries at four points in time (1991, 2003, 2007, and 2012). The
study found this relation to be even more salient regarding centralization of
budget implementation. This finding encourages those who seek more effective
government to consider a thorough examination of Israel’s excessive budget

centralization in comparison to other developed states.

A positive relation was found between the extent of outsourcing of public services
and government effectiveness. To illustrate: Holland and Germany, which are
characterized by extensive outsourcing, exhibit greater effectiveness in comparison
to Greece and Italy, which rely more on public employees to provide government
services. It is noteworthy that the government in Isracl makes extensive use of
outsourcing in the process of producing public services in comparison to the OECD

average.
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