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Budgetary Governance in Practice: Luxembourg 

Economic context  

Growth in Luxembourg is projected to strengthen significantly to 4% by 2019, boosted by 

dynamic domestic demand and growth in the domestic financial sector, which will foster 

exports. Wage growth, which is projected to pick up following automatic wage indexation 

at the beginning of the year, is a factor behind higher inflation. The unemployment rate is 

declining slowly, but, at around 6%, remains high, at least by Luxembourg standards. 

Fiscal policy plans 

The government has limited the debt to GDP ratio below 30% of GDP and structural 

balance must not be below MTO. MTO was 0.5% in 2014 and 2015 and is now -0.5% of 

GDP.  

 
  

A: Fiscal Balance and Public Debt

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

Source : OECD National Accounts Statistics (database).

Note : The graph is referring to general government fiscal balance 

and general government gross debt as defined in the OECD 

National Accounts Statistics.

Source: OECD National Accounts Statistics (database); 

Eurostat Government finance statistics (database).

Note: The graph is referring to government investment as a 

percentage of GDP and as a share of total government 

expenditures.

Source:  OECD National Accounts Statistics (database); Eurostat 

Government finance statistics (database).
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Developments in budgetary governance 

Recent developments in budgetary governance include the conduct of a comprehensive 

spending review in 2014, which generated significant savings through around 250 “savings 

measures” reported to Parliament.  

Luxembourg also adopted new legislation in 2014 that established so-called multi-annual 

Laws for the programming of public finances (“Lois de programmation financière 

pluriannuelle”, or LPFP) and an independent fiscal council, the National Council of Public 

Finance (“Conseil National des Finances Publiques”, or CNFP). Laws for the 

programming of public finances have profoundly modified the budgetary framework by 

setting multi-annual objectives in terms of nominal and structural deficits and public debts. 

 
 

Central Budget Authority 

Finance Inspectorate (Inspection Générale des Finances, 
or IGF). 

 

Weblink: https://igf.gouvernement.lu/en.html 

Legal Framework 

Five principles for budgeting are set in the Constitution. 
They are follows: annuality; unity; universality; non-
earmarking; and specificity. 

 
 

Budget coverage 

Constitution (Basic Law) includes foundational The federal budget 
applies to the federal level of government. A National Stability Pact 
between the federal government and the highly-autonomous regions 
(Länder), and associated Stability Council, manages multi-level fiscal 
co-ordination. 

Budget cycle 

Budget circular to line ministries April 

Budget proposals by line ministries Spring 
Discussion of budget proposals by Finance 
Inspectorate and line ministries 

June 

Discussion by Government Summer 

Finalisation of budget proposal September 

Executive budget proposal October 

Parliamentary vote on budget December 

 Start of financial year   1 Jan. 

In-year budget execution reports monthly 

Mid-year implementation report  July 
 End of financial year   31 Dec. 

Publication of year-end financial statements (Loi 
portant règlement du compte général de l’exercice)  

July 

Audited financial report  October 

Parliamentary accounting October 

 

  

https://igf.gouvernement.lu/en.html
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Luxembourg’s application of OECD budget principles “at a glance” 

 

1. Fiscal policy 
objectives 

Political convention that the each new government sets out its fiscal policy objectives and targets at the start of its 
mandate. All governments have complied so far with the political convention of keeping public debt is expected to be 
below 30% of GDP. In addition, all governments comply with rules of the European Stability and Growth Pact (SGP), 
which requires a budget close to balance in the medium term and no deficit larger than 3% of GDP from year to year.  

2a. Strategic 
alignment  

The medium-term strategy is set out in three documents, the government programme, national development 
plan and the MTEF. The Finance Inspectorate insures alignment between these documents and the budget, 
which is also regularly discussed by the Cabinet. 

2b. MTEF  Indicative spending targets are set in multi-annual laws for the programming of public finances covering a 
four-year period. On this basis, ceilings for each ministry are defined internally, with which annual budget 
request are expected to be in line. 

3. Capital and 
infrastructure  

The process for deciding upon capital and operating budget requests are distinct, but capital expenditure is provided 
for in the annual budget and in the multiannual financial programming law, under a separate chapter entitled “capital 
expenditure”.  

4. Transparency and 
accessibility 

For all budget documents, official summaries are prepared for decision makers. Budget data is available in a 
downloadable form. 

5a. Parliamentary 
engagement 

All budget documents prepared thorough the budget cycle are submitted to Parliament either for approval (e.g. the 
budget proposal) or for discussion (e.g. the long-term sustainability report). Budget documentation includes, among 
other information, comprehensive information on tax expenditures. Parliament has unrestricted powers to amend the 
budget. 

5b. Inclusive public / 
civic debate 

Luxembourg’s professional chambers are required to provide a written opinion on the budget annually, which is around 
100 pages long. 

6. Budget accounting 
and financial 
reporting 

The budget is prepared on a commitment (expenses and non-tax revenue) and cash (tax revenue) bases. The budget 
and financial report are established with a different coverage. The budget and year-end financial report cover the 
ministries and entities operating under their auspices. 

7. Budget execution Budget execution is monitored in monthly outturns prepared on commitment and cash bases. Limited 
flexibility exists (e.g. transfers between budget lines), hence very few supplementary budgets. A treasury 
single account is operated by the Treasury. 

8a. Performance 
budgeting 

Luxembourg does not implement performance budgeting. 

8b. Evaluation and VFM Realisation of a comprehensive spending review in 2014, which generated significant savings thorough around 250 
“savings measures” reported to Parliament. 

9. Fiscal risk and long-
term sustainability 

Sustainability of public finances is assessed as part of the European Commission’s Aging Report to the preparation 
of which Luxembourg’s Social Security contributes. Fiscal risks are monitored by the Finance Inspectorate and 
independent fiscal institution. 

10. Quality assurance 
and audit 

The Court of Accounts reviews the internal control systems and performs compliance controls on a sample of revenue 
and expenditure operations. The CNFP assesses the public finances of Luxembourg (see new developments for more 
details). 

Note: Rows in bold represent notable international practice. 

  




