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Budget reform rationale and objectives

United Arab Emirates

Improvement potentials identified in ... are addressed in budget process
current budgeting process... reform

G Budgeting process should be aligned with Introduce a 3-year budget cycle linked to
Prime Minister Office strategic approach strategy cycle from 2011-2013

9 Activity and cost transparency can be Move to zero-based budgeting
improved to increase transparency

e Budgeting process can be streamlined Streamline the budgeting process and provide
and improved a clear budgeting handbook and new

budgeting IT system

All improvement potentials have been addressed over 10

months period
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Budget reform will result in benefits for all stakeholders

For the UAE

For
government
entities

For Ministry of
Finance
and Prime
Minister Office
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Allocate resources to deliver maximum social impact

Develop international reputation in budgeting

Link long-term objectives seamlessly to budgeting

Provide processes and tools for financial management and prioritization of
activities

Encourage partnership with government entities in achieving strategic,
operational and financial objectives
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Project conducted over 10 months in partnership with Prime

Minister Office and government entities

Jan Feb Mar Apr May Jun

Jul Aug

Sep

Oct

b 4

e \

g )
WINSZ1

S|y, ofl

United Arab Emirates

Dec

Collaboration between Ministry of
Finance and Prime Minister Office to
tie strategy and budgeting seamlessly

Adoption of international best
practices in budgeting

—~————

Revised Federal budgeting process
meeting Ministry of Finance and
Prime Minister Office requirements

UAE Federal Budgeting handbook
designed in conjunction with Ministry
of Finance, Prime Minister Office and
government entities

Activity Program Cost Budget
collection alignment allocation forecast

Hold regular working sessions between Ministry of
Finance, Prime Minister Office and entity

representatives to perform all stages of the zero
based budget process

Complete zero-based 3 year budgets for all entities
in accordance with new budgeting method

Develop state-of-the art IT system that provides
government entities with the means to perform
zero-based budgeting in a structured manner
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Budgeting reform creates a complete alignment
between Strategy and Budgeting

Prime Minister Office Government entities
strategic focus Strategy 2011-2013

2011-2013 development

Government

Strategic objectives entity

and programs \ strategy
development

Monitor strategy
and operational
KPls

: Cost objectives/
Monitor programs to create Government

financial KPIs 3y federal budget entity
Budgeting

Ministry of Finance Approve and spend
budgeting focus money to implement
2011-2013
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Zero based budget starts from a blank sheet and follows a
o-step process

« Collect all government entities key activities by department
Program

structure * Link all activities to joint outputs (programs) and strategic
alignment objectives, agreed with the Prime Minister Office

« Cost all activities bottom-up and aggregate all activity costs to get

Cost allocation to the total Budget of the government entities

* |[dentify major cost drivers on output or outcome level and
challenge using internal best practice or international benchmarks

Benchmarking

Forecasting * Forecast the full three-year budget based on detailed forward
revenue and cost analysis

: Budget _ « Compare actual and budgeted spending levels
implementation « Monitor KPIs
and follow-up
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The program structure is the basic framework for

budgeting

The top-down program
structure...

SO 1: Ensure best educational
standards for

public and private education across
Northern Emirates

Strategic objectives
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‘...is budgeted bottom-up

SO 1: Ensure best educational
standards for

* QOutcomes that address

P 1 P2: P 3:
Develop Enhance Implement
"Schools quality of global

of Future" private academic
schools standards
Al A2 A3 A4 A5 A6

specific public and private education across
needs/interests of UAE Northern Emirates
citizens
43m 95m 20m
P1: P2: P 3:
Programs Develop Enhance Implement
. Outputs/services "Schools quality of global
ided of Future" private academic
p_r(_)w ed to UAE schools standards
citizens
30m 13m 43m  52m 7m 13m
Activities
* Individual acts that Al A2 A3 A4 A5 A6

grouped together
constitute an output
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8) Major cost drivers are challenged using internal best

practice or international benchmarks

Core functions

External: Patient turnover comparison

Inpatients/bed/year
OECD UAE
_ _ _ axe age ave*age_ _ _
0 44 47 90

Internal: Average salary across Hospitals in

UAE
Salaries in AED

200,000 7

100,000 -

0
ABCDEFGH | JKLMN Hospital
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Support functions

Human Resources efficiency

HR/100 staff

100 +

10 A

nt&rnal BM

+ G
0.1 A &{arnal BM
0.01 . . ~ Total entity
100 1,000 10,000 100,000 staff
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@ Budget forecasted on three-year horizon based on detailed
forward revenue and cost analysis

Drivers of budget growth need to be
identified...
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.. and 3 year picture forecasted

Budget forecast built on a baseline by adding
yearly changes
+ Baseline derived from costed and
benchmarked program structure

Yearly changes defined for salaries, good &
services and fixed assets using 3 key drivers:
* Increases in salaries
* Expected inflation
* New initiatives or projects

New hires need to be justified with detailed
hire plan
* No budgeting for general, unjustified
vacancies will be allowed

1,200

1,000

™ Increment for promotions (forecast)

[ Annual salary increment defined by Federal HR authority
[ New employees (forecast)

[ | Salary baseline for 2011 employees

1,085

800

600

2011 2012 2013

Refinements in years 2 and 3 possible following approval

process with Ministry of Finance

United Arab Emirates
Ministry of Finance
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State of the art budget planning and execution IT system

Implemented by 2010

Seamless
workflows
between the
Ministries and
the Ministry of
Finance

Employee
Related
Data- Metadata

Employees
Names

Salaries/
Allowances

Positions
Grades

BUDGET EXECUTION

BUDGET AUTOMATION SYSTEM

ORACLE- HYPERION BUDGET MODELS

Input Models

Zero

Budget Executl on

Strategic Planning Process for
Strategic Objectives / Program/
Activities Structuring
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Detailed monitoring
of budget execution
on a continuous

basis

Budgeting platform

implemented for all

Line Ministries for
T Budget Cycle 2011-
and Financial 2013

Data- Metadata

eGL
ctual Data

Interface with the
Prime Minister
Office performance
management
system



Project impact will be sustained over next budgeting cycles =

Streamlined budgeting process...

ey

/ \!\/ !::ll
Vmy

Sz S

...will ensure lasting effect

Comprehensive budgeting handbook
+ Distributed to all government entities

IT database system
* IT platform allows all Ministries to manage their zero-
based budgets in a structured manner

Hands-on skills development of budgeting staff in all
Line Ministries / Autonomous Agencies
+ 20 government entities received on-the-job training
of zero based budgeting process by BCG
consultants

Training sessions
+ Attendance to theory and practice sessions of
finance, budgeting and strategy personnel in all
government entities

Close cooperation with Prime Minister Office
* Regular meetings with Prime Minister Office to
ensure buy-in and alignment with all key
stakeholders

United Arab Emirates
Ministry of Finance

Clarity and transparency of process
+ Unified procedure for all government entities
* Reduction of negotiation and budgeting iterations

Dissemination of knowledge
« Creation of budgeting experts
+ Virtuous cycle of knowledge transfer reducing
employee turnover impact

Heightened trust in budgeting process
+ Significant reduction of mismanagement and misuse

of budget funds
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