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Cour des Comptes 

EXCERPT FROM THE 2001 ANNUAL PUBLIC REPORT
BY THE FRENCH COURT OF ACCOUNTS

IMPLEMENTATION OF AN INTERNAL CONTROL 
WITHIN THE STATE UNEMPLOYMENT INSURANCE SCHEME

INTRODUCTION

In the course of the last few years, the Court has called attention on the modernisation of the system used when auditing the organisations in charge of managing the unemployment insurance. Hence, in its 1999 public report (pages 823-832), the Court mentioned reforms in the organisation of the external control and its 2000 public report (pages 569-584), the innovating method implemented to elaborate and certify the consolidated accounts of the state unemployment insurance scheme (RAC Régime d’assurance chômage). The Court then underlined that this method was based on “a system of reinforced internal control”.

With the intention to encourage these reforms, it agrees with, the Court examined in 2001 the conditions of the implementation within the RAC of a system of internal control. The latter can be defined as the various means intended to enable the directors of an institution to control its activity. The implementation of this function, which notably resulted in the introduction of a “system of reference for the internal control and the quality of transactions”. (RCIQT Référentiel du contrôle interne et de la qualité des traitements), has been one of the most important reforms of the scheme for the last period.

The creation of a system of internal control, inspired by methods largely used in the private sector companies, still appears as an innovation in the social field and more generally in the public and semi-public fields. In this respect, it is interesting to study the example of the RAC, both because of its financial importance (€ 20 billion of allowances in 2000) and its precursory nature. Indeed, whereas other public or semi-public institutions, notably in the field of social welfare, are involved in such a move, none seems to have reached yet a level of development similar to the one observed within the state unemployment insurance scheme. 

In the course of its audit, the Court observed the interest and limits of this procedure and identified some of the abuses related to it.

The investigations conducted by the Court within the state unemployment insurance scheme in the course of the last period focused on the external and internal controls it had been subjected to.

In its 1999 public report, the Court thus underscored the interest of a better setting forth of public controls on the state unemployment insurance scheme. While maintaining its efforts to that end (notably before the Directorate General of public accounts), the Court endeavoured in 2001 to analyse the standards of internal control created and implemented from 1999 onwards in the form of a “system of reference for the internal control and the quality of transactions” (RCIQT Référentiel du contrôle interne et de la qualité des traitements), specific to the state unemployment insurance scheme. Indeed, the quality of the internal control of this scheme conditions the reliability of its consolidated accounts, which were worked out and certified by the Court in its 2000 report.

I. Implementation of the internal control 
within the state unemployment insurance scheme.

A Progressive decentralised implementation of an ambitious system.
1. Definition of a national policy in terms of internal control.
a) Origins
The state unemployment insurance scheme, managed with equal representation of both sides, is composed of independent bodies (the Assédic: organisations managing unemployment insurance payments), which are co-ordinated by a central organisation (the Unédic: French national organisation managing unemployment benefit schemes). In the second quarter of 2001, it was the object of a large scale restructuring on the occasion of the implementation of the “Convergence” project, as the number of the Assédic decreased from 52 to 30. As early as the beginning of the nineties, the importance of the financial means involved (about € 20 billion in total) 

and the financial difficulties of the scheme led managers to consider the necessity of a more rigorous financial management, monitored by unified accounting principles and clearly defined procedures. The evolution of the role of financial auditor since 1991 is significant in terms of its new requirements. The Assédic then started to certify their accounts. Financial auditors were in charge of a mission of certification on a contract basis between 1991 and 1993, then on a legal basis from 1994 onwards.

The change to legal certification came along with, spurred on by auditors, the implementation of more rigorous and better defined procedures, which must be respected through the internal control system of the scheme. Hence financial auditors have, most of the time, played a key role in the development of internal control within the institutions of the scheme.

b) The “system of reference for the internal control and the quality of transactions” (RCIQT référentiel du contrôle interne et de la qualité des traitements) and implementation tools 

Initiated at the level of the Assédic, the internal control has been the object of a national policy conducted by the Unédic from 1999 onwards. The policy was structured around principles defined by an “ internal control charter”, distributed by the Unédic to all the Assédic.
The details of applicable rules were collected in a “system of reference for the internal control and the quality of transactions”. The document includes, besides the charter mentioned above, a cartography of the transactions realised in the institutions, classified by family (recipients, affiliated members, means and activities of support). It presents all the transactions in forms and offers, for each of them, besides a definition, and a description, an underscoring of major risks and stakes, the objective of the scheme, good practises, as well as controls to be conducted.

The system of reference is complemented by a “ manual for internal control ”, which aims at describing how institutions must work out and implement their annual programme for internal control. The manual is essentially based on an analysis of risks, conducted at the level of institutions, which permits each of them to direct its controls towards activities considered as the most “risky” ones. The methodology intended to set the volume of controlled samples is defined in accordance with statistic rules related to testing.

Both the manual for internal control and the RCIQT are the products of a strong co-operation between the services of the Unécic, the Assédic, and the auditors intervening within the scheme.

2. Implementation of the RCIQT by the institutions involved in the scheme.
While principles are defined at the national level, their implementation depends on the Assédic, which enjoy a large freedom of action both to work out their programme of control and the practical methods of its implementation.

a) Working out the programme of control
Every year, the Assédic must work out a programme of internal control based on a risk-analysis conducted locally. So, in the recipients field, the presence of some categories of people (workers in the entertainment industry without steady employment, people who cross the border every day to work, seasonal workers) may have an impact on the risk factors. The analysis of risk conditions the structure of the programme of internal control. The quality of the programme and its adaptation to the needs of the institution depend on the relevance of the analysis.

The rating of transactions in terms of risks is made, in compliance with the methodology defined by the manual for internal control, according to four factors: the complexity of the operations controlled, the available technical means to do so, the necessary human means and finally the impact, which depends both on the number and the financial stakes of transactions to do. All the controls planned in the RCIQT must be subjected to this analysis. As a matter of fact, in the first year of implementation in 2000, most of the programmes of control only retained controls defined by the Unédic as “compulsory” and postponed at a later date controls that had only been “recommended”.

From the risk analysis, the parameters used to determine the size of samples to control may vary since the higher the risk, the larger the sample. Some institutions actually made official the principle and drew an arithmetic link between the level of risk and the rate of trust expected.

The programme of control results from the aggregation of the risk analysis with the proportioning of samples and must be the object of a great discussion within the Assédic. Besides services and users, the internal audit service and the financial auditor take part to its elaboration. Once it has 

been approved by the director of the institution, the programme of control is conveyed to the Unédic and cannot be modified, so that an objective analysis of results can be made.

b) Administrative organisation of the control

Institutions manage the details of organisation, which must permit the realisation of programmes of control. These details rather largely depend on the size of the institution as well as practises prior to the RCIQT. The investigation conducted by the Court in 6 Assédic
 in the course of June and July 2001 permitted to observe the co-existence of very different types of organisation.

As for the practical implementation of controls, two tendencies appear: either the superior of the staff officer is entrusted with the control, or it is placed under the responsibility of specialised controllers, sometimes called “quality, conformity, security” officers. Both systems have merits, control by a superior makes it easier to send back anomalies to staff officers and specialised control favours greater technical skills on the part of the controller. In some institutions, a “crossed control” – conducted by officers, who do not work in the production unit of files being controlled – is implemented either systematically, or for some controls only. The practise is particularly widely used in the case of files of employers-contributors, for whom officers are organised in groups, as groups leaders work as controllers and exchange their files. Such practises permit to guarantee the consistency of controls, which corresponds to a strong demand on the part of the users of the system.

Second stage controls or ‘control of controls’, formally planned by the RCIQT, also constitute a guarantee of the consistent implementation of the system. They are currently and gradually being put in place. Only a few Assédic have already completed its organisation in all fields. Once again, several conceptions co-exist: either controls –organised in a fragmented way- are conducted, within each function (recipients, affiliated members, means and activities of support), by specialised controllers, or they are centralised at the level of the manager of the internal control in the institution.

c) Unédic monitoring the system

The Unédic plays the role of leader and co-ordinator of the system through several tools. “Regional RCIQT meetings”, held quarterly, gather managers of the internal control of Assédic, divided in this respect into four regional groups. These meetings constitute an opportunity to exchange experience and good practises. The “club of the national users of the RCIQT” should also constitute a privileged opportunity to convey information. The delegated directorate of the Unédic network, in charge of the periodical consolidation data related to internal control, regularly conducts audits related to its implementation. The results of a first national audit were published at the end of 2000 and a second one was launched at the same time as the Court’s investigation, at the end of the first quarter in 2001. The biannual investigations aim at permitting to assess the degree of improvement of programme of internal controls and to check that planned volumes are respected.

II. Observed results

A Cover rate of the system of reference.

The RCIQT has been progressively implemented within the scheme. For 1999, control programmes concerned 9 months, from April to December.

For the great majority of Assédic, 1999 control programmes were partial in their object and only covered a part of compulsory controls in the recipients’ field. They were also limited in their implementation, since volumes to be respected had been determined without taking sufficiently into account means available. 1999 Results, considered as not very significant, cannot therefore be exploited. 

As for 2000, the RCIQT planned 201 control points in the “recipients’ field”, 135 for the “employers field” and 59 for the “support field”. The examination of consolidated results shows that institutions then only used 26% of the RCIQT’s forms in the recipients’ field, 19% in the contribution collection field and 29% in the support field.

B Execution of the programmes of control
It seems much more pertinent to compare controls that were conducted with the programme of internal control of each Assédic rather than with the total of RCIQT forms, which are not meant to be simultaneously implemented in the same Assédic. The Court’s investigation permitted to observe that the cover rate ranges from 24% to more than 100% for the most successful Assédic. When one thinks in terms of volumes, one observes that the average realisation is 61% with very pronounced extremes: from 6% to 163%. You must bear in mind the fact that the execution of programme of internal controls was hampered at the end of the year 2000 by the instalment of new software (Aladin).

As for 2001, complete programmes, extending to support actions (human resources, accountability, purchasing) were, most of the time, established. Only a few institutions had to postpone the establishing of complete programmes of internal control until the year 2002 or even 2003. However, on 30 June 2001, in a large number of Assédic, controls related to the support function had not effectively started yet.

C “Quality rate” of transactions

The average quality rate of institutions, which relates the number of files with no anomaly to the number of files controlled, reached 90% in 2000. This average rate is less favourable when observing some particular transactions. For the most important of them – related to the payment of all degressive allowances (allocation unique dégressive), the average quality rate is only 72%. Results largely differ and vary, according to the Assédic, between 45% and 86%. It is however important to stress that these quality rates result from an analysis, which considers files that did not respect all the criteria of the RCIQT, as faulty, whether anomalies have financial consequences or not.

Besides, it is not worth comparing the results from the different Assédic, unless the volumes planned in the programme of control have been respected. When controlled volumes are inferior to the sample initially defined, as it was the case in numerous Assédic, then results cannot be considered as reliable, which is still the case for numerous controls conducted in 2000.

The lack of both quantitative and qualitative results and, above all, their heterogeneous nature, permit to measure the efforts that are still needed to generalise internal control. The grouping of the Assédic within the framework of the “Convergence” project should largely facilitate this objective, since before that some Assédic did not enjoy the size and the necessary resources to implement such a complex system.

D
Taking results into account in daily management

The interest of the internal control system particularly lies in the possibility to identify sources of error so that corrective actions can be implemented.

The methods used to return controls to officers, implement corrective actions and distribute results are different from one Assédic to another. In principle, the officer who dealt with the basic transaction corrects the anomaly observed. The procedure may nonetheless be more or less formalised. As regards corrective actions, the stress may be either put on individual actions (personalised follow-up, tutorial system) or on collective actions (distribution of prescribed information). In all cases, experience proves that the more formalised corrective actions, the greater their efficiency.

A dynamic policy in terms of distributing the results of the control may also contribute to the mobilisation of officers. Some Assédic conceived, in this respect, simple and attractive instruments. One observes that, generally, Assédic with the best organisation of internal communication will also obtain better results.

Practise is not uniform either, when using the results of internal control in the evolution of the officers’ career. Although individual results may be known, some Assédic refuse to use them officially, whereas other set the principle according to which no claim for promotion can be examined without the compulsory analysis of internal control results. Some even take more ambitious actions when setting each year for officers personalised objectives in terms of quality of transactions.

III
Future prospects for the system

A The dynamic dimension of the system must be maintained and developed.

The charter of the internal control of the 1999 RAC recalls the principle, which presided over its implementation: “Control should not be suffered: it must be part of our daily practises”. However, the risk remains to see internal control get bogged down in a monotonous routine, opposed to its vocation and source of excessive expenses.

1. Reinforcing the monitoring function of internal control at the level of institutions
The monitoring function of internal control, which was not generalised in the Assédic before the implementation of the “Convergence” started, is organised in a different way according to institutions. However, at the time of the Court’s investigation, very few institutions had an officer actually in charge of such a monitoring function, in a transversal way, under the responsibility of the institution’s director. 

At the Unédic, the definition of this function of “person in charge of monitoring internal control” is being thought about. The creation of specific training for officers in charge of these functions, which corresponds to a demand from the Assédic, has been considered. Work in progress should lead to the description of the guiding principles of “assistance to monitoring”, placed in the RCIQT manual, and on the development of these principles in a practical guidebook on the “assistance for monitoring support functions”.

2. Making sure the RCIQT is maintained

The adaptation of the system of reference to the needs of institutions requires a process of regular actualisation of its component forms. Indeed, while the institutions of the state unemployment insurance scheme generally agree to recognise the pertinence of the RCIQT as regards the “recipients” and “employers” functions, the system of reference related to support functions is subjected, in its present state, to more qualified assessments. Beyond these problems of development, the statutory and organisational evolution of the RAC proves the necessity of a periodical adjustment of the system of reference.

The “club of the national users of the RCIQT” was entrusted with this task. This group is composed of representatives of the Unédic as well as officers from the Assédic, who are generally in charge of monitoring the internal control within their institution. The current composition of the “club” is frequently perceived in the network as not representative enough: in 2000, only 11 officers, from 7 Assédic, took part to the working on the RCIQT maintenance. An enlargement of this working-group, combined with a reduction in the number of the Assédic, will improve the situation in this respect.

3. Knowing and keeping under control the cost of internal control
The institutions of the RAC have not implemented yet tools permitting to monitor the costs of internal control. However, it cannot evade the efficiency requirement, which is imposed on all the functions of institutions. This is the reason why the Court tried and assessed the human means devoted to internal control. The results were very heterogeneous, as it appears on the following chart:

Human means required by the internal control in 6 institutions 
of the scheme (in % of total staff)

	
	Valen-ciennes
	Créteil
	Metz
	Rennes
	GARP
	Montpellier

	Means devoted to CI

(ETP) A
	7,5
	5,5
	3,1
	6,5
	6
	11,3

	Total staff

(ETP) B
	146
	224
	155
	518
	300
	408

	A/B (%)
	5,1
	2,5
	2,1
	1,2
	2
	2,7


The means involved in internal control by the Assédic visited by the Court hence vary between 1.2 and 5.1 % of their total staff, the average of the 6 institutions examined reaching 2.6%. This strong dispersal is characteristic of a period of growing importance for the system, since institutions are not all at the same level of development in internal control. The situation should progressively become more homogeneous in this respect, due to the double effect of the implementation of the “Convergence” project, which brings closer the size of the different Assédic and the development of the system of internal control.

One way to improve the system will consist, in the future, in identifying and closely monitoring the resulting costs.

B Performance indicators need refining and specifying

In order to monitor the results of institutions, and later, compare them, the Unédic selected five “programme indicators”. They permit to follow, notably, the rate of remainders to be collected as well as the quality rate of files related to all degressive allowances (allocation unique dégressive) managed by each institution. 

The indicators constitute a tool for managing and mobilising the network. While asking all the Assédic to give information elaborated according to the same methods, this tool favours a competitive spirit between them and heightens their awareness of stakes considered as determining. In fact, the evolution observed between 1999 and 2000 on the first three of these indicators shows a small improvement in results observed. However, it seems important to stress that indicators, some of which are based on testing, cannot be considered as pertinent unless the size of the samples observed strictly corresponds to the application of statistic rules.

C Internal control and quality of service

Internal control must be combined with a procedure aiming at improving the quality of the service.

The RCIQT permits to measure, for each category of operation done within the scheme, a rate of “quality”, assessed according to criteria listed in the system of reference. On this account, the system implemented by the Unédic gives indications on the “quality delivered”, as assessed by the providers of the service. This procedure should not be confused with the one intended to implement a system of reference for the “quality of service”. Indeed, the latter notion refers to the “quality perceived” by the beneficiary of the service.

Therefore, while the first procedure essentially aims at keeping risks under control, the second one intends to measure the degree of satisfaction of customers. These two approaches have similarities:

· They are both based on a formalised description of the activity of the institution;

· They imply the implementation of measuring tools;

· They aim at identifying and monitoring corrective actions;

· The quality of the service relies, in the first place, on the reliability of transactions.

The state unemployment insurance scheme has only had a limited and internal perception of the quality of its production so far and is not able to assess the impact of the RCIQT on the quality perceived by the public. However, the similitude between the procedures related to the quality of transactions and the quality of service encouraged some institutions to implement a few elements to measure the “quality perceived”.

The knowledge of the “quality perceived” remains quite heterogeneous. Indeed, while the institutions of the scheme have implemented, from 1995 onwards, a procedure of “quality contract” based on the public display and monitoring of objectives on the quality of service, the system is based on norms defined by the scheme (time limit for dealing with files, conditions of reception…) and does not make provisions in relation to the quality perceived by users. Local initiatives have nonetheless been launched in this respect. On this account, the Assédic from Moselle measured, between 1999 and 2000, the degree of satisfaction of its recipients. The questionnaire was distributed to a representative sample of 635 people receiving benefits from the RAC, and was structured around three themes: the quality of reception, the efficiency of officers, the personalisation of the relation. This survey showed that 89.7% of the recipients interviewed were satisfied with the services of the Assédic in 2000, against 95.1% in 1999. It is important to note that the “quality perceived” as assessed in this survey has not evolved in the same way as the “quality delivered” from the RCIQT, which evolved positively in the same period.

The Assédic from the Val de Marne also got involved in a procedure aiming at improving its knowledge of the expectations of users. In this respect, it created a “departmental
 research institute on the expectations of the users of the Val de Marne Assédic”, which has conducted four surveys on satisfaction since the end of 1998. The other institutions visited by the Court have, on the contrary, a more limited knowledge about how the quality of their service is perceived.

CONCLUSIONS

In the course of the last few years, the quality-related intervention of the scheme has been based on the reliability of transactions and concern over the improvement of the quality delivered. Complementary to this procedure, the tools for monitoring the “quality perceived”-both by recipients and employers- still need developing. As recommended by the Court, the management of the Unédic has already made arrangements in this respect.

Abuses will also have to be avoided: the development of some routine in control, which may become a technique with no implementation guideline, lack of rigour in the constitution and monitoring of programmes of control, progressive disassociation of internal control and production.

However, one must bear in mind the pioneer nature of the procedure in the field of social welfare. Indeed, while the Social Security system initiated a system of internal control in some of its services, it is yet only beginning. So, while illustrating the advantages and difficulties met when implementing such a system, the experience of the state unemployment insurance scheme is really interesting.

� Assédic of Créteil, Metz, Montpellier, Rennes, Valenciennes and grouping of the Assédic of Paris area (GARP: groupement des Assédic de la région parisienne).


� Since 1790, France has been divided into 95 metropolitan départments and four overseas départments.





