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Summary
Over recent decades fundamental changes in the management of public finance have been introduced in many EU member states. The most visible changes have been in those countries that joined the EU in 2004 and after. In these countries public budgeting reforms were a key element of the structural reforms linked with both the transition to a market economy and the ‘EU membership’ process. Such reforms included the strengthening of the parliaments’ role in all stages of the budget process.  

This paper explores the role of parliament in the budget process in EU member states and focuses on the two key stages for parliamentary involvement – the approval of budget and the review of the implementation of the budget.  The EU member states have taken different approaches to the extent and nature of the involvement of parliament. The illustrations of different approaches and the specific experience of the transition of Slovenia demonstrate that substantive Parliamentary (specifically, parliamentary committee) involvement in the budgetary process is an objective that is challenging to achieve. The paper identifies some practical issues for further reflection for practitioners and decision makers who are seeking to improve the position of the parliament in the budget process. 
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THE CHANGING ROLE OF PARLIAMENT IN THE BUDGET PROCESS – EXPERIENCES OF THE EU MEMBER STATES

0.0.  INTRODUCTION OF THE THEME

In line with the proposed key theme on The Changing Role of Parliaments in the Budget Process in this paper the author presents some experiences from the European Union (EU) member states. The paper is based on different studies as referred to in literature and references on available information on key networks and initiatives, such as SIGMA
 and World Bank Parliamentary Staff Training programs
 and the author’s own experience.

As in other parts of the world, over recent decades fundamental changes in the management of public finances were introduced in many EU member states. Over the last two decades the most visible changes have been observed in countries that recently became members of the EU and in those countries that went through necessary fiscal stabilisation. In new member states public budgeting reforms were the key element of structural reforms linked with both the transition to a market economy and the “EU membership” process. Such reforms included strengthening parliaments´ role in all stages of the budget process: a) drafting of the budget, b) legislative reading, amendment and adoption of the budget, c) implementation of the budget and legislative approval of adjustment budget, if necessary and, d) independent external audit institutions assessments of budget implementation and performance and review of those audit reports by parliament. 
The diverse experiences of EU member states provide a source on which countries can draw as they seek to improve the manner in which their legislatures deal with budgetary matters. In this context the author provides information on the general trends and role of parliaments with emphasis on EU member states parliaments in the budget process. In a nutshell, the efforts of EU member states parliaments in all stages of the budget process are directed a) to ensure more transparency and increase the accountability of the Government and of agents (departments or ministries or of independent agencies) in implementing the budget, b) to ensure improved performance of the budgets and c) to increase responsibility by EU member states parliaments in the budget process. Since different models exist according to national traditions on the role of the budget authority (Government) versus the parliament and of the role of audit institutions in relation to parliament and the budget authority, the author will provide a brief presentation of different models, illustrated by examples from some EU member states parliaments.

It should be noted that there are a variety of models applied. There is no one model of ‘the best practice’ somewhere against which all countries/parliaments are supposed to align themselves. Even now there are a variety of Parliamentary systems in the EU. They vary from semi-presidential (e.g. France, Romania) to parliamentary constitutional monarchies (e.g. United Kingdom, Spain) and, most commonly, parliamentary republics (unitary or federal) e.g. Slovenia, Germany. However, there are ‘good practices’ of parliamentary scrutiny of the budget which are good in relation to a given national context and tradition. It is important to note that the successful adoption of ‘best experience’ is possible only when sufficient consideration is given to local circumstances. This means the capacity of a country, its traditions as well as the political reality of a relatively newly created democratic Parliament (like it was in Slovenia since 1990) with all of its democratic society rights and obligations of exercising the control function of the executive. 

The author’s contribution is based on different literature as well as on his own experiences from Republic of Slovenia and other countries. The findings presented and views expressed are not linked with his function of the Member of the European Court of Auditors and thus the views presented in the paper and his oral presentation are not necessarily the official views of the European Court of Auditors. The rest of this paper is divided as follows. First, an overview of the Budget Process, including short review of the Stages of the Annual Budget process is provided. In the second section the Parliamentary approval of the Budget is presented with emphasis on how this process evolved in different EU member states. In the third section, the role of Parliament in the audit of public accounts, including the role of Supreme Audit Institutions (SAIs) and Parliamentary Committees is discussed. Examples from different EU member states are provided as illustrations of particular parliamentary activities. At the end of this particular section, issues for further discussion during the Conference are proposed. The paper concludes with author’s message on transition experiences in Slovenia that strengthen the Slovene budget ex-ante approval process by Parliament and ex-post review process and thus set appropriate relations between executive, legislature and supreme audit institutions in case of Slovenia as an EU member state. 
1.0.  an overview of the Budget Process

1.1.  The “budget”

As presented by Allen and Tommasi 
 the word budget comes from “budjet”, a Middle English word which means the king’s bag containing the money necessary for public expenditure.
 Since then Budgets have evolved in two directions. At first, parliaments fought to take control of the budget and make governments accountable for the use of resources. In democratic societies of EU member states, ex-ante approval of the budget (the “power of the purse” or the “budget authority” role) is the main form of parliamentary control of the executive. The budget authorises the executive to spend and collect revenues. In later years the budget became the most important economic tool of the executive, as the scope of government activities expanded considerably, and the role of the government budget became more complex: expenditure is aimed at a variety of objectives, including economic development, and social goals, or redistribution objectives. The latter is the case in all EU member states as well as for the EU Budget.
 
1.2.  Actors in The Budget Process
within the EU member states the most important actors in the budget process are the executive, i.e. government, the legislature, i.e. parliament, the supreme audit institutions as well as civil society and media providing potential contribution to budget process. 

Within the executive the most important role is that of the finance ministry or treasury to coordinate and drive the budget process in accordance with the law and annual schedule. The finance ministry, often in cooperation with independent economic institutions (e.g. Netherlands, Germany, Slovenia etc) or under scrutiny of independent Fiscal Councils (Hungary, Netherlands, recently Slovenia) prepare macroeconomic projections or provide an assessment of the fiscal situation. This is the basis for the assessment of available revenues or amount of taxes and potential borrowing that will be available for spending in a particular budget year. The finance ministry has an important role in formulating fiscal policy, coordinating the drafting of the budget and also in monitoring the execution of the budget. Various line or spending ministries or departments are ultimately responsible for preparation of draft proposals for the inclusion into the budget of their own areas like education, health, economy, infrastructure, agriculture, defence etc. Line ministries would try to extract as many resources as possible from public revenues, but here it is up to the finance ministry to act as the guardian of the public purse. 
Democratic states require taxation and authorisation of public spending to be approved by parliament. Thus the parliament’s role is to first authorise the legal basis for government taxation of economy and to provide the basis for the government programs, including benefits and rights as well as obligation of recipients of government programs. On the basis of a draft budget proposal – presented by the executive in all EU member states – the parliament’s role is to scrutinise and authorise expenditures within the budget. In some other legislatures, like the U.S., the legislature writes the budget, some others approve the executive budget proposals without changes. In EU there is a variety of practices – from the two stage budget preparation model in Sweden (see subsection 2.2.), where parliamentary committees provide important inputs into draft proposals to the U.K. where the budget approval is given without amendments by parliament. That affects also the type of approval process. 
In some of EU member states parliaments like the UK and Ireland most of debate around the budget takes place on the floor of the house. In others, like Sweden and Slovenia the emphasis is on discussion in committees. In these cases the legislature fragments the decision-making power in the budget process across line ministries or program defined committees. Nevertheless a single budget or financial committee ultimately prepare the draft budget for the approval in the house. Important is the role of members of parliament who are very much aware of their constituencies’ priorities and needs and they try to either through cooperation with the executive in drafting process (in case of coalition MPs) or through a vote in committees and in the house get their proposals adopted.
Independent supreme audit institutions (SAIs), such as audit offices or audit courts, carry out an audit of government accounts in order to determine whether government did in fact implement the budget as passed by the legislature – financial and regularity audit. Most EU SAIs also assess whether budget implementation was done efficiently and effectively – performance audit. Whilst the tasks carried out by the EU SAIs are similar, there are some differences in the institutional design of SAIs themselves. Some of them are based on the Napoleonic system where the audit court has both judicial and administrative authority as it is independent of both the legislative and executive branches of the government and an integral part of judiciary
. Some of them are based on the Westminster system, with the office of the auditor general as an independent body that reports to parliament. In some countries of the EU there is a third model with a collegiate structure with no judicial power.
 The role of SAI and interaction with parliaments in EU member states is presented in details in the third section.
Last but not least, important contributing actors to the budget process are civil society organisations and the media. They have been important factors within EU member states in all stages of the budget process, either via providing suggestions to the executive or parliaments or via media scrutiny of the budget proposals.
1.3.  The Budget Process
Whilst there is a variety of practices worldwide, and within the EU member states, on the details of the stages of the budget process there are generally the following key stages: a) drafting of the annual budget, b) legislative discussion and approval, c) budget implementation and d) audit and evaluation of the budget.

The drafting of the budget stage is, in essence, the compilation of a draft budget that can be submitted to the legislature. It starts with setting government priorities, to be integrated into adopted fiscal policy and an estimation of available revenues and potential borrowing capacities at domestic and foreign markets, including the mid-term fiscal and debt projection, all in order to establish the total resource envelope that will be available for spending in a particular budget year. In addition, for participating EU member states, there is an additional aspect to be considered in the preparation of the national budget. EU rules require that a participating member state should not incur an ‘excessive deficit’ (defined as debt of more than 3% GDP). 
Depending on details of particular member states this policy framework could be prepared either bottom-up with the influence of the parliament and line committees and/or line ministries (new member states in initial years) or top-down by the Ministry of Finance and to be approved by the Government in the so-called first stage budget preparation phase (the case of Slovenia since 2000) or by a two stage, bottom-up to be concluded by top-down program based budgeting (case of Sweden since reforms in 1990s). Policy frameworks provide basis for the finance ministry to issue indicative expenditures ceilings for each department or line ministry. What follows are negotiations between spending departments and the finance ministry about the allocation of funds across different institutions, economic expenditures, programs and or functions. Ultimately, the consolidated draft budget has to be reviewed and approved at the highest political level such as the cabinet or even president (like in the US - with its line item veto power). In most EU member states it is the prime minister and the cabinet that ultimately adopts the draft budget and makes the final decisions on the most difficult or contentious issues.
For Slovenia since 1999, when the Public Finance Act was adopted, the process of drafting and negotiations is well defined based on clearly stated procedures:
· The preparation of first assessment of macroeconomic projections and fiscal policies for budget(s) for bi-annual period t+1 and t+2 by April of year t;
· The preparation of top-down apportionment of the Budget by the end of July of year t with defined fiscal policies and elements of accompany legislation; and,
· Negotiations with line ministries up to September of year t, when by October 1st of year t, the bi-annual comprehensive budget (see sub section 2.3. for its structure) had to be presented to National Assembly for adoption in a comprehensive process of three readings.
In the legislative stage the parliament scrutinises the expenditure and revenue proposals of the executive. The draft budget has to be approved by the legislature to become effective. The legislative discussion and approval within EU member states is presented in details in the follow up section. It should be noted that in EU member states the parliament can either approve or reject the budget or amend it, by substituting the draft tabled by the executive with its own proposal of particular programs or part of the budget. Parliaments in some EU member states (Slovenia, other transition countries, Sweden) pass separate legislation for appropriations and changes to the tax code and other accompanying legislation, including a special law on implementation of the budget. In transition countries for example an initial step in public reform was for parliament to adopt a public finance act as an organic budget law defining the rules on preparation, implementation and execution and audit of the budget. Approval of the budget, its reading in committees and in the house, amendment procedure and approval of adjustment budget are usually defined by the standing orders of the parliament. The practice varies among EU member states but, in nearly all countries during the legislative stage, a strong role is assumed by the parliamentary budget committee with approval of the budget by the vote in the house. In the case of Sweden, the line ministry committees (based on program based budget principles) have stronger role than usual. 

While the exact form of legislature approval varies it is most important that within EU member states the legislative stage is a comprehensive act. A comprehensive procedure ensures that, through legislative authorisation of all rules governing public spending and taxation, the rule of law is ensured in the area of public finance.
The budget implementation is usually in the hands of the executive. The finance ministry or treasury have the leading role in assuring that the funds are apportioned to spending ministries in line with the approved budget. However, a shortage of cash or overestimation of revenues sometimes demands that certain expenditures are cut below those voted. Sometimes, due to unforeseen events other unplanned adjustments are made, including funds being shifted to purposes other than those that were approved. It is up to legislature to ensure, by adjustment rules adopted in advance, that “legislative budget authority” is not undermined through adjustments in implementation and thus the legislature shall scrutinise actual spending during the fiscal year. Since 1999 the Slovene Public Finance Act defines in detail what actions are to be taken by the Ministry of Finance (imposing ex-ante approvals, reduction in appropriations) and the government and ultimately how the amended budget is to be tabled to the Parliament.
Within EU member states the executive reports to the Parliament on execution of the budget within the fiscal year and does so by a report in the first half of the year or by proposing a draft adjustment budget bill if necessary. It is also important that during legislative approval of particular bills, especially with effects during fiscal year, the budget considerations are carefully looked upon, e.g. by increasing entitlements such as social grants or benefits. The process of drafting legislation should thus include a consideration of its implication on the current and future budget.
During the audit and evaluation stage of the budget process, an independent audit institution, such as an audit court or audit office, analyses and provides views on government accounts and financial statements. Details of external audit and evaluation of the budget in EU member states are dealt with in the section on the Parliament and the audit of public accounts below. However, in most EU member states the audit of accounts is followed by discussions of audit findings by the legislature. The main purpose of the discussion of the results of the audit and evaluation is to ensure that any recommendation based on audit findings are reflected in future budgets. Only in such a manner can the issues identified by the audits improve the overall budget process.
Key Issue: Has the Organic Budget Law (or Public Finance Act) defined well all stages during the budget cycle, are the role of actors and their responsibilities and obligations well defined? Have Government Rules of procedure taken into account effects of legislation, measures on current and future budgets?

2.0.  THE PARLIAMENTARY APPROVAL OF THE BUDGET
2.1.  Legal Framework for Legislative Budgeting
Within EU member states the role of parliament in approving the budget does not differ as sharply as across different countries in the world. Globally speaking, some parliaments are powerful players in the budget process and they significantly shape budgets or even draft budgets themselves. Others generally approve the budget as presented by the executive without any changes. Within EU member states there is not such a wide variety. In most countries the parliament approves the budget through comprehensive discussion and a procedure that includes amending the budget, but first of all by ex-ante definition of fiscal rights and obligations to ensure sound public finance management and effective public expenditure management.
Most EU member states parliamentary approval is based on the Westminster model and thus parliament is limited to the introduction of financial or rather fiscal legislature, only the executive can initiate spending and revenue measures and propose a draft budget. But the strict Westminster tradition of the UK, where the parliament cannot introduce financial bills and it has strictly limited powers to amend the government’s financial proposals, is not followed everywhere in the EU. 
As opposed to the classical Westminster model where parliament may only reduce existing items proposed by the government, where it may not include new items or increase existing ones, nor cut funds or shift them to increase spending on a different item elsewhere in the budget, many EU member states parliaments are allowed to amend the draft budget bill as explained below. That could vary from Sweden where the line committees actually define the level of existing subprograms within the overall budget area appropriations to the Slovene case where the amendments proposed must protect the balance between revenues and expenditures suggested by the executive. In this case an amendment requiring an increase in expenditures has to be counterbalanced with a corresponding cut elsewhere to maintain the aggregate total. In Italy the legislature is allowed to amend the budget to reduce particular expenditures, but can only make amendments to increase them - out of the so called government envelope- with the permission of the executive. This actually gives the government a veto over legislative amendments.
It should be noted that strict Westminster model evolved in the early days of the House of Commons, when it met to consider demands for subsidies made by the Crown. Then its task was to decide whether and to what extent it would comply with the demand, rather than to initiate its own spending plan for the monarch. Many countries in the Commonwealth and some in EU have adopted this configuration. Later, with democratic changes further developments and different forms were introduced to ensure parliament and parliamentarians influence over the budget. That could include integration of parliament proposals into drafting of the budget – formally in Sweden and informally in many member states through coalition Government and parliamentarians’ negotiations on the substance of the draft budget bill, before it is actually submitted to the parliament. Thus parliaments ensure their role of the “power of purse” and of the “budget authority”.
Key Issue: Are the Rules of procedure in the National Parliament well defined and assure an appropriate level of scrutiny to be undertaken by Parliament as the ultimate Budget Authority?   

2.2. Parliamentary Committees And Approval Of The Budget
In most of EU member states the standing orders of the parliament define the actual approval process. Usually the budget goes through several stages of readings in the committees and debates in the floor of the house. The debates usually start with general presentation of the budget and have a publicity function for both the government and the opposition, responding to the government proposal. This general debate is on policies, rather than on details and it is often used by the government to advertise its policies and by the opposition to point out mistakes, shortcomings and to present its alternatives. Detailed presentation of budget figures is usually undertaken at committee level without much heavy political language. What is debated are both the figures and programs proposed as well as amendments presented by MPs or party groups. For the legislature to be effective in budget approval it is important to have strong committees. They do the most difficult part of the job and undertake preparatory work for a follow up final discussion and vote on floor of the house. 
In EU member states most of parliaments have strong finance or budget committees to consider budget proposals. In most cases sector or line ministry committees may make recommendations, but with a strong budget committee they are not binding. Actually it is the budget committee that prepares the “revised” budget for final approval. This is a good structure that prevents that line ministry committees increasing overall aggregate expenditures by increasing spending in their own areas. But on the other side the drawback is that without input from line ministry committees, a good proposal might be missed and MPs’ experiences in particular policy areas are not utilised in the scrutiny process. 

An interesting exemption in EU member states is the case of Sweden
 where the so-called new budget approval process had been implemented in early 1990s, following the fiscal crisis, with three key steps. In the first stage of that process the Parliament fixes the aggregate level of expenditures and revenues in the spring through a Spring Fiscal Policy Bill, which is presented in April and approved two months later. Following the presentation of the budget in September, the Finance Committee in the second step, discusses and recommends the allocations for each of the 20 plus expenditure areas (not line ministries). Once the Riksdag approves the division of aggregate expenditures, sector committees allocate funding to individual appropriations (main programs and subprograms) within their expenditure area. The sector committees may move funds between the main program and subprograms but have to remain within the allocated funds for the expenditure area. The budget is then approved in December before the beginning of the fiscal year. Some features of this approach had been implemented recently in Slovenia with amendments to be defined only on the whole programs.

Key Issue: Given the type of the budget structure it is important to consider the respective roles of the budget committee and the sector-line committees in the approval of the budget.
2.3. Availability Of Information And Structure Of Budget Documentation 

In order to ensure a smooth approval process it is important that the information provided should be comprehensive, accurate, appropriate and provided on a timely basis. This is the practice in most EU member states. Thus many countries provide extensive supporting information in addition to actual figures of the budget tables. The extent of information provide varies from a Budget Memorandum documents as in the case of the Netherlands or Slovenia, to the detailed presentation of expenditures areas as in the case of Sweden with indicative funds for main programs and subprograms in a two-stage process. In some other countries (e.g.UK) the information provided is only the budget speech. 
While over time the structure of the documentation has improved within EU member states, many budgets do not sufficiently relate expenditures to budget objectives. Even when the program based structure is provided, objectives and targets and indicators to measure achievements of targets are not sufficiently developed. This makes things difficult for MPs and their staff as well as for SAIs to understand the policy basis and to later evaluate whether the budget implemented adequately reflect stated government policy objectives. Note also that during the implementation additional information is needed for MPs to be able to follow the actual budget development. Thus a comprehensive set of draft budget documentation shall include:
· Overall Budget Memorandum with an explanation of the macroeconomic mid-term environment and projections basis for revenue assessment and the government policy objective with accompanying law on budget implementation and other legislation;
· Actual Budget Revenues and Expenditures Figures and Deficit and Debt Financing;
· Explanation of Budget Expenditures Items, line by line e.g. by institutions, by economic classification and by program structure in order to explain Who, What for and Why revenues are going to be utilized.
Within the budget year additional information should be provided such as:

· Monthly report showing progress in implementing the budget and differences between actual and forecasted amounts;
· A mid-term report providing an comprehensive update on the implementation of the budget;
· A year-end report that should be audited by SAI and release soon after the end of year, but before the budget for year n+1 is discussed a yearend report for year n-1 shall be formally presented.

Some other reports such as pre-election or long-term reports on budget implementation and trends could be prepared. EU member states prepare a comprehensive set of budget documentation and mid-term and end-year debates. Long-term reports are discussed within the EU reporting framework on policy coordination.
 

Key issue: It is important to ensure that an appropriate level of documentation is provided to the Parliament and at the same time ensured that support is provided to the MPs in order to carry out the review of the budget effectively?
3.0.  the ParliamentARY REVIEW OF BUDGET IMPLEMENTATION
3.1.  Types Of Supreme Audit Institution In EU Member States
Within EU member states there are three (even four) different types of SAIs. In addition to two basic types of SAIs, the court model and the audit office model, there are two other models.
 The court model is based in the Napoleonic system where the audit court has both the judicial and administrative authority as it is independent of both the legislative and executive branches of the government and is an integral part of the judiciary and they are present in France, Belgium, Portugal, Spain, Italy and Greece. The audit office model is based on the Westminster system, with the office of the auditor general as an independent body that reports and works closely with the parliament. These models are present in the United Kingdom, Hungary, Malta, Poland, the Republic of Ireland, Latvia, Lithuania, Sweden, Finland, Denmark, Bulgaria and Estonia. In some EU member countries there is a third model with a collegiate structure with no judicial power and this is the case of the Netherlands, Germany, Slovakia, the Czech Republic, Luxembourg, Romania and the European Court of Auditors. Distinct exemptions are Austria and Slovenia, with a court, headed by the President and auditing central, regional and local level. It is difficult to judge this as a fourth model, it is more a variant of a collegiate body with audit powers like the Westminster system, at least in case of Slovenia.
It is important for SAIs in EU member states that principles from the Lima Declaration of Guidelines on Auditing are fully implemented. That is due to long-standing traditions in older member states and to an extensive institutional development programs through institutional developmental “twinning programs” among SAIs for newer member states. These programs provide the best source of information on good practice and provide appropriate peer advice. Depending on the type of SAIs, more emphasis is placed either on its “judicial”, legal role in the case of the court model or their audit function in reviewing public expenditures management. Given the different status and differing arrangements in the individual SAI more direct or indirect cooperation is assured with the parliaments. However that depends on the type of audits performed by SAIs within EU member states.

3.2.  Types Of Audit That SAIs In EU Member States Perform
In general there are two types of audit:  the audit of financial transactions and the audit of performance or “value for money” audit. In the auditor office model, financial audit focuses on the accounts of government departments in order to present a judgment about the accuracy and fairness of an organization’s financial statements. To review transactions auditors use strategies such as sampling techniques or examination of the auditee’s financial system to arrive at their judgment based on their knowledge of accountancy. In the audit court model the emphasis of financial audit is on certifying the legality of spending to see whether government revenues and spending have been authorised and used for approved purposes and whether departments and agencies have conformed to all pertinent laws and regulations and auditors arrived to conclusions based on their legal skills. 

All SAIs in the EU member states undertake financial audit in some form. Where a priori audit is undertaken (in the cases of Belgium, Germany, Greece, Italy, Portugal) the SAI uses this work as a basis for the examination of government accounts. In Estonia financial audit verifies whether the accounts of institutions truly and fairly reflect their financial situation. The UK SAI examines each department’s accounts, in Denmark the accounts of the whole government are examined by test samples and materiality and risk. The European Court of Auditors produces an annual Statement of Assurances on the reliability of the accounts of the EU and reports on the legality and regularity of the underlying transactions. The approach to, as well as the focus of, financial audit varies between SAIs. The Danish and Swedish SAIs rely heavily on their assessment of the adequacy of the financial system. In the UK the level of substantive testing by the SAI varies according to its assessment of the integrity of the underlying systems, including the work of internal audit. A similar approach is taken in Lithuania. In Slovenia financial audit covers both – sampling of all the transactions and reviewing of the systems.
Practically all SAIs in EU member states carry out performance audits, although for some of them this is a relatively new development (such as Portugal or Slovenia) while in other countries performance audit has a long tradition (the German SAI’s remit extended to efficiency issues as far back as the nineteenth century. Nevertheless, performance audit is a relatively new development that has emerged in most countries over the last twenty to thirty years. It is also names as value for money that captures the “Three Es”, or economy, efficiency and effectiveness. Economy is concerned with minimizing the monetary cost of input (such as staff, wages and other input economic costs), efficiency is concerned with the output (of a particular goods, investment or particular services), effectiveness considers whether outputs deliver the desired outcome (assess impact on the society).

Despite this general linkage of performance audit with the “Three Es”, different countries interpret this in different ways. In France, the focus is on the achievement or otherwise of desired objectives which it undertakes through programme evaluation. In Portugal, performance audit tends to focus on development versus past performance, rather than benchmarks of good practices. In addition, differences within EU member states also appear in the time at which the performance audit can be started. In the UK, performance audit work takes place during and after the implementation of particular program. The Dutch SAI interprets its audit remit as permitting an examination of a subject as soon as a decision to start a project is taken. In Germany, the performance audit may start once a policy decision has been made. To conclude, clearly is there is not just one model within EU member states. Practices vary depending on the tradition and constitutional environment. Each country should thus find its own model based on tradition and legal framework and established capacities.

3.3.  Use of SAI Reports by Parliament in EU Member States 
The main role of the SAI in this context is to provide the Parliament with information on how budget money was spent. It is usually a constitutional or legal provision that the SAI reports should be sent to Parliament.  As we have seen in the paragraphs above there are a variety of different types of audit performed by the SAIs. In addition there are a variety of different ways that the member state Parliaments make use of the information that they are given by the SAIs.   

For some countries, such as France, Italy, Germany and Slovenia the SAI report on the audit of the budget is used by the Parliament as an input for the discharge procedure, though in the case of Slovenia it is formally a vote on end-accounts with no effects on actual “discharge of responsibility”. This is a procedure whereby the Parliament approves the budget expenditure for the year made by the accounting officer. Effectively the vote (or discharge) is the formal closure of the responsibility of the accounting officer for the payments for the relevant budget year. The Parliament uses the budget report of the SAI as one of the main source of information on which to base their decision. 
In most member states the reports from SAIs are used by the Parliament to improve future public spending decisions. The way in which the Parliaments do this varies slightly but the most common procedure is for the committee dealing with the budget or a specific policy area to review the report by the SAI and to make recommendations. For instance, in the UK the Public Accounts Committee scrutinise audit reports from the UK National Audit Office and then produce their own report including recommendations for the executive. In general, Parliamentary committees review only some, not all, of the reports from the SAIs. The outcome of the review of by the parliamentary committee may have a range of impacts on future depending on how much authority the committee has and the scope of its role. If it is a committee with authority that is empowered to make recommendations (e.g. as in Latvia) then it is much more likely to have an impact on future spending decisions by the executive.
Key issue: What is the role of the public accounts committee (PAC) within parliamentary committee and relations with executive and SAI? Is it appropriate for the committee to receive assistance from a technical secretariat or the SAI in reviewing reports and interviewing the executive?  

3.4.  The Types of Parliamentary Committees Reviewing SAI Reports 

As mentioned above the reports from SAIs are usually scrutinised by parliamentary committees. There are two main types of committee for such scrutiny. The first is the budget committee – that is the same committee that was active in approving the budget in the first place. In the Czech Republic (also Germany in the past) the reports are reviewed by a sub-committee of the budget committee. 
Another option adopted by some legislatures is the creation of a dedicated committee for reviewing audit reports (e.g. UK public accounts committee, Hungarian State audit committee). It is a tradition that the chairperson of such a committee comes from the opposition. The reason for this is to promote a non-partisan approach to the review and recommendations on the audit reports. Such recommendations are perceived to be more objective and therefore more likely to be implemented by the executive. In both types of committee the ministers and civil servants responsible as well as the auditors can be interviewed. At the end of the review, in most cases, the committees provide a report and/or recommendations to Parliament and, again in most cases, the executive is require to respond to the committees’ recommendations. Committee reports are also generally available to the public. In case of Slovenia there is a separate budget control committee that during the mandate 2004-08 through a twinning project with the UK NAO
 strengthened its role of Public Accounts Committee by:

· Reviewing good practices of other Public Accounts Committees and reaching a bipartisan  agreement on need to change the past work in order to clear the bottleneck of almost 100 unread SAI reports by parliament;
· Refocusing a political general debate to a structured questions and answers session directed towards an auditee while a particular Slovenia SAI report is discussed in public;
· Establishing New Rules of Procedures for PAC redefining the role of PAC to be chaired by opposition MP and having opposition majority and thus turn into a parliamentary key scrutiny tool on reviewing audit reports on executive public expenditure management, and

· Improved cooperation between Slovene independent SAI in Slovene new Public Accounts Committee. 

Key issue: How do the results of the committees work effect future budget and policy decisions and how to ensure appropriate respect of audit report findings in the changed executive policies? 
4.0.  CONCLUSION and general experience 
The theme of this paper and of the Symposium – the Changing Role of Parliaments in the Budget Process - is extremely important for a reform process worldwide, especially in the view of recent financial crisis. Public budgets cannot be scrutinised without a stronger and more effective role of Parliaments in that process. This is very much confirmed by transition experiences of Slovenia in the last 20 years from a republic of former Yugoslavia with a socialist market economy to a full market based economy and member of the European Union.
 This experience gives to an author a good perspective from which to reflect on issues of transition and the enhancement of the role of parliaments in the budgetary process. In this context it should be noted that without the strong role of parliament in the whole transition period Slovenia would not be where the country is today as a member of the EU. 
Free elections that resulted in 1990 in the first democratically elected parliament enabled Slovenia to undertake difficult market reform with an increased fiscal burden that was, due to legitimacy provided by parliament, ultimately accepted by the public. Thus the key was ensured importance of participation and engagement of parliament. Parliament was given a clear role in the budget process. That ensures legality of reforms that were financed by the budget while open discussion enables the budget to have greater legitimacy and more public acceptance of fiscal ‘burden’. A good example was the up-front decision of fiscal burden needed to rescue the banking sector in the early 1990s due to a crisis resulting from the collapse of Yugoslavia.

There was a clear recognition and formalisation of roles. Roles of the executive, i.e. of the Slovene Government, of the National Assembly, or of the Parliament as the legislature and Slovene Court of Auditors audit function were all recognised and that needed to be undertaken to have a complete budget cycle. But it should be acknowledged that it is not always easy to manage an economy with the involvement of parliament (and others) in the budget. For example, in Slovenia it was important to achieve all Maastricht criteria, especially as Slovenia wanted to enter the euro-zone as early as possible in order to ensure the additional macroeconomic stability needed for a smaller, but open economy. 
In this context the key was that, through the involvement of the Parliament, the full implementation of the two main stages of intervention was ensured - ex-ante approval and ex-post review by the Parliament in the budget. For ex-ante approval – it was a key to encourage the executive to budget and account for complete government expenditure. The latter was not the case during Yugoslav time and thus (hyper)inflation had to be reduced first. As part of this process it was important to ensure that there was sufficient time allowed for Parliamentary review of the budget. It was also important that the Parliament was given the right to amend the budget, but, as in many countries, taking into account the overall envelope of expenditures provided.

For ex-post review it was important that first the Constitution and then the law on SAI and public finance laws required the external audit institution to provide a report on the regularity of budget outcome as soon as possible after the end of the financial year. Following that, Slovenia ensured that the parliamentary committee reviewing the outturn of the budget had the power to make recommendations to the parliament. And ultimately the discussion on annual report and special reports provided the executive with recommendations of how to improve the budget in next cycle. Together with direct set of recommendations by SAI that had to be respected by the executive Slovenia got an appropriate set of relations between the executive, legislature and audit institutions. 
Without similar roles of strengthened parliament and its budget and public accounts committees, appropriate relations with executive and strong audit institutions also in other EU (new) member states it would not have been possible to undertake difficult public finance reforms. Experiences are wide and they differ, however they can only be transferred with caution and taking into account the whole spectrum of individual countries political, legal and economic circumstances.[image: image8]
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