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ADMINISTRATIVE BURDENS MEASUREMENT AND REDUCTION

COSTS WITHIN THE ADMINISTRATIONS

Methodology (v.1)

Introduction:

Like several other European countries, France is engaged in a Better Regulation policy, and is implementing a number of tools, including administrative burden measurement (ABM). The methodology applied to measure costs is a variant of the Standard Cost Model (SCM) originally developed by the Netherlands. However, France has decided to supplement this well establish method by two additional components, in order to improve the simplification process which must deliver practical results, in the shape of burden reduction measures. These two original components are:

- a valuation of the costs arising from “administrative delays”, i.e. the expenses and loss of income generated by the time companies must wait for the mandatory decision by the competent administration before they can conduct their intended operation. This is the “cost of delays” methodology;

- a calculation of the costs arising within the administration itself, i.e. the cost of activities related to the handling of the dossiers filed by business. It is a mirror image of the burdens suffered by the companies. This is the subject of the present document.
Burden reduction through simplification of regulation is the purpose of ABM exercises. To achieve increased efficiency in this venture, France believes that you need a full picture of the costs, including both the costs for businesses and the costs for the administrations. If possible you should also bear in mind the cost of delays. 
Reducing the burden for businesses can only be a relevant goal if it does not entail a massive transfer of the costs to the administrations. It is also useful to estimate the full effect of simplification measures, both at the ex ante stage when investigating the value of simplification proposals, and the ex post stage in reviews of simplification programmes. Having the figures at hand can help simplifiers suggest the most appropriate, economically significant, burden reduction measures, on the basis of the known effects of a set of options.
Just as in the original SCM applied to business, the measurement is applied to the activities and tasks stemming from the information obligations under scrutiny. The main difference is where the activities are investigated, in this case within the administrations, instead of within the companies.
This document does not come back on how to draw up the list of information obligations nor on how to proceed with the measurement of  costs for businesses. Instead, it will investigate two questions:

-how to calculate administrative costs for the administration

-what method should be implemented to proceed to the measurement

Basics of administrative cost calculation

1. Cost parameters

●Tariff: -internal cost=average cost per official of the State administration=wage costs plus overhead for administrative activities done internally

-external cost=hourly cost for external services providers

●Time: amount of time required to complete the administrative activity

●Price: average cost of a given task: Price=Tariff x Time

●Quantity comprises of the size of the population of businesses affected and the frequency that the activity must be completed each year =the total number of requests per year, or the number of cases yearly dealt with 

2. Basic formula for calculating the costs for the administration:  Σ Price . Quantity, bearing in mind that P=Tariff . Time and that Q= total number of requests processed yearly 
From this formula we can infer:

-the average cost of each task related to a specific obligation: P=Tariff . Time
-the average cost of all the tasks related to a specific obligation: Σ P
-the global cost of the obligation for the administration: Σ P . Q
3. Included and excluded costs

●Costs related to tasks required by the procedures and carried out by the officials of the administration are included. Similarly, external costs indirectly required for the completion of the tasks related to the obligation are included too.

Besides, all the tasks taken into account in the measurement are completed by administration services for fulfilling the information obligation. Moreover, extra costs entailed by incomplete files are also taken into account: indeed, a business led to repeat its request because of an incomplete file causes an increased amount  of work for the administration. Hence, from an estimation of the percentage of incomplete files, we can infer the increase of the global cost of the obligation.

●However, administrative costs related to the paperwork necessary for the constitution of the file are excluded, as well as administrative costs related to inspections of the businesses (checking the compliance with the permits granted) and the costs related to tasks completed by the territorial administration.

The steps:

The information obligations and the key actors of the process will be identified prior to any measurement of the costs for the administration.

Prerequisites: 

	actors
	role

	Contact points in the ministries
	1 Contribute to the identification of the obligations

2 Identify one Resource Person (PR) for each obligation

3 Keep the PR and the administration services concerned informed of the work pace

	Resource Person 
	1 Explain the internal processes related to the obligation

2 Help identify elements numbers of companies concerned and frequency of tasks
3 Get services in charge of the regulation and its implementation involved 


Step 1: identification of standard administrative activities required for dealing with a case 

Step 2: identification of administrative services concerned by the measured obligation

Step 3: identification of relevant cost parameters

Step 4: preparation of interview guide

Step 5: Selection of services for interview

Step 6: gathering qualitative and quantitative information according to measurement grids and interviews conducted in the services

Step 7: analysis of results

Step 8: extrapolation of the data to a national level

Step 9: Synthesis of the results and validation

Step 1:

A certain number of obligations consist in handing a file to the administration, in support of  a request or as a means to forward information. The process, as it is seen from the administrative side, may be summed up as follows:

Phase 1: launching the procedure→ phase 2: investigating the case→ phase 3: validation of the file (decision) → phase 4: monitoring/follow up on the file

For each one of these phases, typical tasks can be identified:

Phase 1:- provide forms and other documents to constitute the file

             - receive the file


 - check the conformity of the file and notify the user;

- transmit the file to services co-investigating the case

Phase 2: -study the file


- time spent collecting one or several opinions


- organizing a consultation


- organizing a commission/committee


- organizing a visit/inspection of the site


- give information to the seeker on the progress of his case


- others (to be specified)

Phase 3:- prepare the validation (decision) and validate (agreement, decree…)


- spread information on the validation (notification, publication)

Phase 4: -follow up of the file

Step 2:

The service(s) in charge of the regulation and its implementation will be identified, for instance: services of the central or regional administration, local authorities or public bodies.

One or several services may be involved in the implementation of each obligation under scrutiny.

The Resource Person provides the following information:

If the obligation is implemented by central services, the Resource Person will identify the Department on charge of its implementation and , more precisely, the service in charge of it, as well as the contact person for filling up the grid with the information on the times.
If the obligation is implemented by non-central services, the Resource Person will provide the name of the Regional/ Local Departments in charge of its implementation

Step 3:

Reminder: The relevant cost factors are: the internal cost (average cost per official) and the external cost (hourly cost for external services providers)

Internal cost
● working assumptions:
The average cost per staff has been calculated on the basis of the Civil Service Department and the INSEE (National Bureau for Statistics) publication on the wage bill in 2004.

It has been calculated according to the 4 categories identified by the DGAFP: C, B, A, A+:

for each category, one average cost per staff was established, whatever their ministry or administration.

In cases when the staff in charge of the task was not a full civil servant (contract employee…), his was given the civil servant category corresponding to his contract and wages.

The average cost per official falls into two types: the billed cost and the full cost:

The billed cost comprehends grade-related salaries, indemnities, contributions, pensions and other social allowances.

The full cost includes real estate costs, running costs (energy, telecommunications, furniture, subscriptions, maintenance costs…), IT equipment, Human Resources costs, mobility costs, others (healthcare, food…)

● Assessing the average yearly billed cost per official:

The following rubrics have been identified:

- gross salary: - gross grade-related salary



 - residential indemnity


 - family allowances


- bonuses and ancillary remunerations



- pension deductions 

- contributions: -"wage earners'" social contributions, as defined by the Statistical Office;


- other social contributions (in France : CSG and CRDS).
- employers' contributions:- social contributions




       - social allowances




       - pensions

	rubric
	Calculation method

	Gross salary
	

	Gross grade-related salary
	Average basic gross salary 2004

	Residential indemnity
	The indemnity may be 0%, 1% or 3% of salary, depending on the duty station. The highest rate was used in the study.

	Family income supplement
	1% of the main income (gross grade-related salary+ social contributions)

	Bonuses
	Average of the 2004 figure

	Pension deductions
	The deduction rate is 7, 85% of the gross salary, bonuses excluded

	contributions
	

	“Social contributions for wage earners 2”
	They represent 9,7% of the gross grade-related salary. The figure is supplied by the National Statistical Office.

	Other social contributions
	Their rates are set by the regulation: respectively 7,5 and 0,5% of the gross salary including premiums

	Employers' contributions
	

	Social contributions
	They represent 21% of the main income (gross grade-related salary + social contributions of the wage-earned)

	Social allowances
	They represent 4% of the main income

	pensions
	The rate is set by regulation: 49, 9% of the 


	
	Central government officials

	
	Categories

	Gross salary (a)
      Gross grade-related salary

      Rent rebate (max 3%)

      Family income supplement

      Premiums and annex remunerations

      Pension deductions

Contributions (b)

        Social security on salaries 

         Other social contributions (0,5%)

Net salary = (a)-(b)

Employers' contributions (c)

            Social contributions (21%)

            Social allowances (4%)

            Pensions (49,9%)


	A+ (super-visory)
	A (graduate)
	B
	C (clerical)

	
	57912
	49177
	26775
	20771

	
	40274
	36397
	22514
	17120

	
	1208
	1092
	675
	514

	
	442
	399
	247
	188

	
	19150
	14146
	5106
	4294

	
	-3161
	-2857
	-1767
	-1344

	
	
	
	
	

	
	-3911
	-3534
	-2186
	-1662

	
	-4754
	-4043
	-2210
	-1713

	
	
	
	
	

	
	49248
	41599
	22379
	17396

	
	
	
	
	

	
	9279
	8385
	5187
	3944

	
	1767
	1597
	988
	751

	
	20087
	18162
	11235
	8543

	Billed cost= a+b+c
	89055
	77321
	44185
	34009


Hence, the average billed cost per official, per year and per category is:

Category A+: 89 055 euros

Category A: 77 321 euros

Category B: 44 185 euros

Category C: 34 009 euros

Assessing the average yearly full cost per staff
The rate for grossing up from billed cost to full cost (including office accommodation and maintenance and other costs) was calculated on the basis of a sample of three typical situations in the public and private sectors.

-Case 1 showed that the full cost for businesses was found between 30 and 40% of the billed cost.

-Case 2 assessed the factor, after investigating the running costs for a department of the Ministry of Finance, at 23% of the average gross salary in 2005, pensions included.

-Case 3 investigated the cost of a recently recruited official in a préfecture, and found it to amount to 4000 euros.

The SCM method advocates the use of a single percentage for assessing running costs. In this context, the EU countries which have applied this process assess the running costs at 25-30%.

Conclusions: The results of the 3 cases, combined with the SCM recommendations point towards a reasonable definition of a unique percentage of 20%, corresponding to the ratio of the full costs and the billed costs.

Assessing the average hourly cost per official
Work hypothesis: According to a recent yearly report of the French "Public sector-facts and figures", the average number of working hours a month is 151, 67.

Calculating the yearly average cost per official
Yearly average cost= billed cost+ full cost = billed cost+ 20% of full cost

	
	                       State officials

	
	                        Categories

	
	A+ (super-visory)
	A
	B
	C

	Net salary (in euros)
	50 741
	42 695
	22 766
	17 723

	Yearly average billed cost per official
	89 055
	77 321
	44 185
	34 009

	Average yearly full cost (20% billed cost)
	17 811
	15 464
	8 837
	6 802

	
	
	
	
	

	Global average cost per official and per year
	106 866
	92 785
	53 022
	40 811


Calculating the average hourly cost per official:

Average hourly cost= average yearly cost/ 1 600

	
	                          State Officials

	
	                          Categories

	
	A+
	A
	B
	C

	Yearly global average cost per official
	106 866
	92 785
	53 022
	40 811

	Average numbers of working hours per year
	1 600
	1 600
	1 600
	1 600

	
	
	
	
	

	Global hourly cost per official
	67
	58
	33
	26


External tariff

The external tariff is transmitted by the administration that asked an external institution to complete a task or complete part of it (expertise or subcontracting). Both the duration of the service and the hourly cost are defined beforehand, as well as the global cost of the service, comprehending the totality of the cases investigated.

Step 4: Preparation of interview guide

The interview grid aims at collecting quantitative information on the time spent on various tasks by the administration services, as well as obtaining qualitative information:

1) Quantitative information:

The various typical phases and tasks related to a request to the administration are reported 

here. For each obligation, the administration services mention:

-which tasks must be completed in relation to the obligation (reported in chronological order)

-the number of persons of each category (A+, A, B,C) involved in the completion of each task

- the time required for the completion of these tasks

2) Qualitative information

The administrative services specify the difficulties encountered and suggest means for improving users' services, administration efficiency and increasing the standing of officials on such missions. A guidebook stands at the disposal of administration services, in order to help them fill in the grids.

Step 5: Selection of services

In the case of obligations implemented by central services, it is their duty to keep a record of the time spent on the various tasks. For obligations implemented otherwise, a range of "départements"/geographical units must be defined, and the various responsibilities related to the obligations dispatched. The geographical zones may be defined along a rural/urban/industrial/ homogeneity for example.

Step 6: gathering qualitative and quantitative information according to measurement grids and interviews conducted in the services

●For obligations implemented by central services, contact must be made with the Resource Person, and an interview organized unless he/she is unable to provide the necessary information, in which case he/she must indicate the sought department, where the interview shall then take place.

●For obligations not implemented by central services, the RP must help identify the most relevant departments as well as the geographical/administrative units where the obligations are to be measured; these units must enable at least 90% of the obligations to be dealt with.

Meetings with non-central services must be planned for each selected geographical unit.

Presentation of the process, as well as data collection will be organized, while the non-central services are kept informed of the whole process by the correspondent in the ministry. The grids are finalized and filled in by the team in charge of administrative burden measurement, then sent to the non-central services for validation. A rigorous supervision of the data collecting process is of course advocated.

Step 7: Results analysis

The result analysis aims at making sure that the amount of data collected globally accounts for the time spent working on it. Besides, it serves to identify possible discrepancies between various measurements made at non-central levels, and try and explain them. Finally, it aims at establishing the average cost of a request for a given obligation. An extra critical review of the data collected at a non-central level may be added onto the process, and a database then centralises the results and draws global costs from the national frequency figures.

Step 8: extrapolation of the data to a national level

The global cost of the various obligations for the administration can be drawn from the data related to the number of requests per year and the average cost of an obligation.

Step 9: Synthesis of the results and validation

The final synthesis of the results includes a synthetic and analytical presentation of the results shedding light on the factors responsible for raising the cost of an obligation for the administration and underlining the most costly obligations (because of their number or their average cost). Specific difficulties encountered and suggestions for improvement are also part of the synthesis. Besides, a presentation of every obligation must be included, giving detail on the process entailed by the obligation as well as its cost.

Eventually, the data is validated by the DGME and the results are presented to the ministries, where they will serve as a basis for defining the measures for reducing administrative burdens.
DGME/SQS
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