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Abstract

The national Courts of Audit are going through a series of developments [Pollitt & Bouckaert 2004: 73-74]. Traditionally their mission is to check the legality of public expenditures. However, with a legality of almost 100 percent, the Dutch Court of Audit shifted its attention to the efficiency of government spending. The pursuit of efficiency in the public sector is at the heart, too, of the VBTB that can be seen as the Dutch interpretation of the international trend into the direction of performance informed budgeting
. Academically tributary to the body of knowledge of policy analysis and evaluation, the VBTB is making a clear cut distinction between the drafting of the budget and accounting for the budget. The latter is the domain of the Court of Audit, scrutinizing the annual reports of ministries, basically raising three questions:

1. Have we achieved what we intended to achieve?

2. Have we done what we should have done?

3. Has it cost what we expected it would cost?

More precisely, the Court of Audit is looking at the availability as well as the quality of the information provided by government. The findings are submitted to parliament on the third Wednesday of May. In this paper we focus on the interaction between the Court of Audit and the standing committee on Public Expenditures in parliament in charge of the VBTB. In addition, attention will be paid to the utilization of the findings of the Court of Audit in next year’s budget.

1. Introduction

The pursuit of budgetary innovation is as old as the PPBS, introducing program budgeting in an effort to deal with the flaws of the traditional line-item budget. Later other efforts like ZBB followed, but with not much success. One of the latest additions is the introduction of performance budgeting. Welcomed as a remedy and supported by empirical evidence mainly taken from the Anglo-Saxon countries, notably New Zealand, the new tool soon spread over the world even though the conditions for a successful application were not met. In the US we featured the so-called PART-system and, for instance, the Netherlands got his VBTB, introducing a completely new budget format as well as an annual report. In addition, it equipped the Court of Audit with a new tool: performance information audit. The findings are presented to parliament on Accounting Day that constitutes another budgetary innovation. The time seems to be ripe for a mid-term review. What is the added value of the budgetary reforms?
The outline is as follows. We start with a short description of the performance movement (section 2). The performance movement brought a number of budgetary innovations. One has to do with the Court of Audit that has gone through a series of developments (section 3). The introduction of performance budgeting equipped the Court of Audit with a new tool called performance information audit (section 4). The findings are laid down in two documents. First, a review is made of the availability of policy information that is provided by the government in its annual report (section 5). Second, the quality and utility of the policy information is scrutinized for a selected number of cases (section 6). The reports are submitted to parliament on Accounting Day that is taking place on the third Wednesday of May (section 7). The paper is completed with a conclusion.

2. The Performance Movement

In the early 90s the Clinton administration launched its National Performance Review (NPR) followed by the Government Performance Results Act (GPRA) to make ‘a government works better and costs less’. The core of the performance movement is the allocation of scarce resources (inputs) on the basis of results (outputs or outcomes): ‘funding outcomes, not inputs’ (Osbourne & Gaebler 1993: 138). Following Bouckaert & Halligan, we distinguish three ideal types of performance management (Bouckaert & Halligan 2008: 38-39)
:

· Performance administration, which is characterized by measurement and is, as such, inclined to be technically oriented. Its main focus is on productivity or technical efficiency;

· Management of performance that leaves the mechanistic paradigm and takes ambiguity on board. It is characterized by a loose coupling inputs and outputs, respectively outcomes;

· Performance management that involves integration of performance integration which goes beyond ad hoc arrangements. The organization is open for external standards (benchmarks).

The situation in the OECD-countries is mixed. The common ground can be described best as a melting pot of inputs, outputs and outcomes. Unfortunately, the policy theory, providing a causal or plausible relation between inputs and outputs or outcomes, keeps often implicit and obscure. The allocation of resources on the basis of outputs, not to say outcomes, is simply a bridge too far. The current budget is, as such, still very much a line-item budget. The best we may get is performance-informed budgeting (Hilton and Joyce, 2003: 403; Van Nispen & Posseth 2006: 58; Curristine 2007: 21). Moreover, the link between outputs and outcomes is often blurred by intervening variables beyond the control of the government (Pollitt 2001: 15). How can the government be hold accountable for these outcomes? What about the role of the Court of Audits and [the budget committee] of national parliaments?

3. The Court of Audit

In most OECD countries, the written constitution establishes an independent external audit office (or equivalent). Even if there is no written constitution, external audit offices are usually established by a dedicated law. Such laws differ according to the degree of auditors’ independence (especially from the executive), their governance structures, and whether they have juridical functions. In external audit laws, one can distinguish five models of external audit offices (OECD 2004:80-82).

1. Independent courts with juridical functions, partly serving the executive;

2. Independent courts without juridical functions, partly serving the executive;

3. Independent bodies under the executive;

4. Independent bodies entirely at the disposition of the legislature;

5. Parliamentary auditors with an external audit body serving them.

The Dutch Court of Audit can be characterized best as an independent court without juridical functions. It is partly serving the executive as well as the legislative branch. The performance movement though brought a new role for the Court of Audit as it is making an assessment of the availability of both financial and the non-financial information provided in the annual report. In addition, the quality and utility of policy information is scrutinized in order to enable parliament to play its supervisory role vis-à-vis government.

In retrospect, the Courts of Audit have been gone through a series of developments. Following Pollitt and Bouckaert, we distinguish three stages. The traditional role of the Court of Audit has to do with financial and compliance auditing. The focus is on legality and procedural correctness. Next, an assessment is made of the quality of the data (‘validation’). How reliable are the data? Are they accurate and complete? Last, a full-blown performance audit is made as a distinct activity with a focus on the ‘three Es’, effectiveness, efficiency and economy (Politt & Bouckert 2004: 73-74)
. From the very start, the Court of Audit adopted a broad interpretation of efficiency, i.e. including goal attainment and effectiveness on top of efficiency (in the narrow sense of the term) (Leeuw 1992: 11; De Vries 2000: 35). In that period program evaluation took a high fly (Leeuw 1994). In most countries the law requires now performance (value-for-money) audits, in addition to regularity and compliance audits. Historically, the Court of Audit produced one annual report each year, containing both performance and regularity audits. Since the mid 90s each performance audit is published as a separate report (Waerness 1999: 153). At the moment about 60 percent of the work is dedicated to performance auditing (efficiency) and 40 percent of the work to traditional auditing (regularity).

A traditional auditing involves gathering information about transactions or processes to determine whether they conform to applicable standards. In contrast, performance auditing can be characterized as inspection that connotes an inquiry into any kind of procedure, not just those of financial management. Contrary to traditional auditing is that there is no single, timeless methodology or set of practices (Pollitt 1999: 195)
. They vary from program evaluation which is more research oriented (OECD 1996: 19-20; Barzelay 1997: 240).
Figure 1: Modes of Auditing and Evaluation

	Mode
	Goal
	Method

	Traditional Auditing
	Compliance
	Auditing

	Performance Auditing
	Performance
	Inspection

	Program Evaluation
	Feedback
	Research


Source: OECD 1996: 18 [adapted].

A survey of the method of performance auditing reveals four modes of audit (Barzelay 1977: 243-246).

· Efficiency audit, examining organizational functions, processes and program elements to evaluate whether inputs are being transformed into outputs in an optimal way, especially with regard to costs;

· Performance effectiveness audit, looking at the causal impact of programs upon outcomes;

· Performance management capacity audit assessing the capacity of an organization to manage processes and programs in an efficient and effective way;

· Performance information audit verifying the accuracy of non-financial information generated by reporting entities.

The new role of the Court of Audits can be characterized best as a performance information audit ‘slimmed down’ as the availability rather than the reliability and validity of non-financial information is subject of inquiry

.

4. From Policy Budget to Policy Accounting
In the late 90s the Dutch government launched a performance-oriented budget framework labeled VBTB [‘From Policy Budget to Policy Accountability’]. The basic assumption of VBTB is that linking objectives, performance and resources enables politicians to make better ex ante decisions on the allocation of resources and improves accountability ex post. Primarily geared towards clarity and transparency VBTB changed the budget format from a line-item budget into a more result-oriented budget.

The introduction of performance budgeting in the Netherlands not only brought a new budget format, but also a new design of the annual report in which the government accounts for its performance. Building upon the report Jaarverslag in de politieke arena (Annual report in the political arena), the government has come up with all kind of proposals to improve the accessibility of accounts in order to enable parliament to perform its controlling duties
. Since accounting is done on the basis of the so called ‘hhh-questions’ that are the mirror image of the ‘www-questions’ that should be answered during the preparation of the budget:

1. Have we achieved what we intended to achieve?

2. Have we done what we should have done?

3. Has it cost what we expected it would cost?

In addition, the Court of Audit issues two interrelated documents. First, a review is made of the availability of both financial and non-financial information (Rijk verantwoord) provided by the government in its annual report. Second, a report is submitted on state of the policy information (Staat van de Beleidsinformatie), paying attention to the quality and utility of policy information. The findings are submitted to parliament on Accounting Day – a budgetary innovation – that is taking place on the third Wednesday of May
.

5. The VBTB-conformity

The annual reports are scrutinized by the national Court of Audits on the availability of tangible information about objectives and performance. To be more precisely, information about objectives and performance should be specific, measurable and limited in time. Besides, information about resources should be linked to specific goals
.

The availability of information in the annual report shows a growing trend, though departments invoke more and more the ‘comply or explain-clause’
. A closer look reveals that the coverage of the objectives is still low. In less than 50 percent of the objectives enough information is provided is meeting the requirements. The score for the instruments to attain before-mentioned goals is slightly better. In about two-third of the cases information is available. Not surprisingly, departments score best at the last question regarding the availability of information about resources. 

Figure 2: The VBTB conformity*
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* The dotted line refers to the ‘comply or explain clause’. Source: AR 2007: 41

The findings should be interpreted with care. The coverage of performance indicators is overestimated and underestimated at the same time. On the one hand, a positive score is only given if all criteria are met. The objectives, for instance, are considered to be VBTB-conform only if the outcome is specified in an ‘effect indicator’ containing a target value that is measurable and that is limited in time (AR, 2005a). A negative score is given if one of these criteria is not met even though the departments are doing well on the other two. On the other hand, the score only reflects the availability of performance information. It does not say much about the quality and, therefore, reliability and validity of the performance indicators. In fact, the number of performance indicators that make sense is probably substantially lower than assessed by the Court of Audit in its annual report. Unfortunately, the ratio of specific goals and performance indicators that have both met the test is unclear because the raw data are not made public (Posseth & Van Nispen 2006, 13-14). Consequently, the results might not give an accurate account of the state of affairs.
Even more important is that the link between inputs and outputs, not to say outcomes is often weak. Consequently, it is difficult to draw conclusion regarding effectiveness, efficiency and economy.
6. The State of the Policy Information

The availability of information does not say much about the quality and, therefore, the utility of the information. In order to get insight in the utility of the information for both government and parliament, the Court of Audit is carrying out a review of the policy information for a selected number of cases. The outcomes and outputs should be SMART + C which stands for:

	· Specific
	What are the outcomes and outputs? What is the target group?

	· Measurable
	The objectives should be quantified in order to assess goal-attainment

	· Aligned
	Are all relevant actors and stakeholders consulted about the objectives

	· Realistic
	The achievement of objectives should be plausible in normal circumstances

	· Time horizon
	The achievement of objectives should be bound to a deadline;

	· Consistent
	The objectives should not be conflicting


The utility of policy information is assessed on the basis of six criteria such as reliability, validity and relevance (up-to-date, complete and on time). Policy information is considered to be useful if it complies with these six criteria. However, no information is provided about the method of assessment, not to say about the score of a specific policy. The reader should do with a statement that policy information is useful or not useful in which case recommendations are issued to improve the usefulness of the policy information.

Even if the information is reliable and valid there is no guarantee that information will be used. As such, there is no difference with the utilization of policy analysis and program evaluation. It is more or less taken for granted that the results of policy research are hardly used in a direct instrumental way, i.e. for the solution of problem in society:
‘The impact of professional policy analysis is limited, and adds only modest increments to the ordinary knowledge of politicians and public officials. Policy analysts are condemned to provide argumentative ammunition for the rhetorical struggles of politicians (policy analysis as argument or data, Weiss, 1991); only occasionally they discover a nugget of enlightenment (policy analysis as idea)’ (Hoppe 1999: 206).
The utilization of the results of policy research is mostly, if any, indirect and at the long run. The same applies for the conclusions of a performance information audit. The time is simply too short to have impact at the short run, i.e. next year’s budget. However, anecdotic information indicates that ministers anticipate on the conclusions of the Court of Audit as these are subject of a hearing before that are made public. In addition, members of parliament refer to findings of the Court of Audit in their meetings – general or legislative consultation – with the minister being responsible for that policy. However, the utilization has very much the character of cherry picking 

7. Accounting Day

The establishment of Accounting Day constitutes a budgetary innovation. In order to avoid that the accounting for last year’s budget would collide with (the debate about) next year’s budget, parliament called for an acceleration of the process of accounting. The annual report is now presented much earlier now, giving members of parliament more time to exercise their supervisory task. It would enable cabinet, at least in principle, to incorporate the opinion of the members of parliament about the annual report in the new budget
. Unfortunately, the annual report of FY 2007 has to compete for attention with the mid-term review of the budget of FY 2008 and the preparation of the budget of FY 2009.

Being a more or less ‘ritual dance’ in the first years, blamed for ‘figure fetishism’, the coalition in office decided to change the format recently in an effort to make the outcome more political relevant at the cost of the more technical dimension. It came up with four alternatives that can be summarized as follows:

Figure 3: Four Models for Public Accounting
	
	A
	B
	C
	D

	Integrated
	May
	September
	September
	September

	Political
	May
	May
	September
	September

	Financial
	May
	May
	May
	September


Source: MvF 2007a

In the end, the cabinet decided in consultation with the Committee on Public Expenditures and the Court of Audits to focus on the political, i.e. non-financial dimension of accounting that transcends figures. Instead of a debate across-the-board, the debate is now centered on a letter of the prime-ministers, the Accountability Letter, in which he mainly accounts for the coalition agreement and subsequent policy program which is structured around of six pillars
. Each is built up of 5 to 6 objectives and a couple of projects, 84 all together (74 objectives and 10 projects). Following a motion issued by a member of parliament for the Green Party conclusions are drawn with regard to the existing policies. However, these conclusions come often too late for the talks about next year’s budget. Moreover, there is a risk that the findings interfere with ongoing negotiations and jeopardize frail agreements and compromises. Consequently, the first change to make adjustments is during the debate about next year’s in parliament. Empirical evidence indicates that the impact of amendments, if any, is mostly less than 1 or 2 percent of the budget [Hallerberg 2001: …].

The accounting of the remaining objectives, i.e. those that are no part of the policy program, is referred to the standing committees. The same applies for the financial information that has been cut-off from the non-financial information
. In most cases a ‘rapporteur’, assisted by a staff-member of the Committee on Public Expenditures, is assigned with the surveillance of the quality of the information of both financial and non-financial information provided in the annual report.
In addition, the cabinet decided to start an experiment with three departments – Agriculture, Nature and Food Quality, Foreign Affairs and Health, Welfare and Sport
 – in which the ‘hhh-questions’ are let loose in order to create room for the priorities in these policy areas. It is far too early to review the experiment, but we see two drawbacks. First, financial and non-financial information are decoupled though financial information will be provided for each policy article. Second, budget and annual report are decoupled which makes it difficult for parliament to get insight is the realization of all outcomes and outputs (AR 2008a: 44-45).

Finally, we feature a revival of program evaluations as the VBTB is more appropriate for the increase of transparency than effectiveness and efficiency. Ironically, the mid-term review of the VBTB presented a rather devastating picture of the quality and impartiality of these program evaluations, giving birth to a new instrument called policy review (beleidsdoorlichting). Building on a long standing tradition of policy analysis and program evaluation
, a policy review is geared to the utility and necessity of a policy. Typical questions to be addressed in a policy review are (TwK 29949: 41: RPE 2006: 11):

1. What is the problem and is that still up to date?

2. What is the cause of the problem?

3. Why is it the task of the government to solve the problem?

4. What is the appropriate level of government?

5. What the main objectives?

6. What instruments are applied to solve the problem? Is there any information about efficiency?

7. What is the effect of these instruments on the objectives or the solution of the problems? What are the side-effects?

8. How is decided about the size of the budget

At least one policy review will be conducted for each department per year. At the moment 18 policy reviews – 2 in 2006 and 16 in 2007 – are submitted to parliament covering 10 percent of all policy articles (FY 2008). In the course of the years all policy articles will be subject of a policy review.
8. Conclusion

The performance movement in the Netherlands induced a number of budgetary innovations. On top of new budget format, it equipped the Court of Audit with a new tool, i.e. performance information audit. The findings are submitted to parliament on Accounting Day that constitutes another budgetary innovation. What is the added value?

The performance movement has clearly accelerated the process of accountability
. The annual report is due within six months after the end of fiscal year. Procedures are streamlined, transparency has been increased. The findings with regard to performance information are somewhat mixed. The availability of performance information is still growing, though departments are more and more invoking the ‘comply or explain clause’. It seems that we are reaching the limits of the system as only a small portion of the outputs is homogeneous. What can be done? How should we deal with heterogeneous outputs? One option is to fill the gap with program evaluations. The introduction of program evaluations in the form of policy reviews is pointing in that direction, but how are the findings channeled into next year’s budget?
The improvement of the process of accounting is of course not a goal of its own, but should enable parliament to perform its supervisory role. Drowning in data, but starving for information (Naisbitt 1984) parliament is now provided with more relevant information. However, accounting for policy is not a one way street. The redesign of Accounting Day has improved the political dimension, but there is risk that relevant information gets lost because it referred to one of the standing committees which seems to be especially true for financial information. The establishment of the institute of ‘rapporteurs’ is promising, but is no guarantee that conclusions will be drawn with regard to next year’s budget. The proof of the pudding is in the eating. It remains to be seen what the government will do with the consequences of both financial and non-financial information.

Last but not least, there is a risk that the Court of Audit will become subject of discussion. The methods of inquiry are not always clear, which makes it difficult to judge the reliability and validity of its findings. Transparency matters as the Court of Audit easily becomes responsible for a policy under scrutiny as a performance information audit as utilization-focused research is not only looking backwards but also forwards, which is raising the question Quis custodet ipsos custodes?
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�.	Frans van Nispen is Associate Professor at the Erasmus University Rotterdam. He owes mr Harry Kramer for his ‘input’.


�.	The acronym VBTB stands for Van Beleidsbegroting tot Beleidsverantwoording [From Policy Budget to Accounting for Policy].


�.	In addition, it is possible to extrapolate towards performance governance that suggests greater complexity and less direct control by governments (Bouckaert & Halligan 2008: 181).


�.	Note that Montague is referring in his book to the ‘three Rs’ of performance: reach, results and resources (Montague 1997).


�.	In addition, performance auditing is almost entirely carried out within the public sector.


�.	A performance information audit is alike a traditional audit, expect for the fact that the information audited is mainly non-financial in character. Auditees submit performance information to the government and/or legislature and the role of the reviewer is to validate or attest to its accuracy or reliability (OECD 1996: 25).


�.	At the time of the survey (1996) the Netherlands scored on the first three modes of audit. There was no such thing yet as a performance information audit.


�.	The more integral account regarding policy, performance and money is expressed in the new title of the financial account: the departmental annual report.


�.	Accounting Day is, as such, the equivalent of the submission of next year’s budget on Budget Day, the third Tuesday in September.


�.	At the moment there are 344 specific goals (operationele doelstellingen) in the budget.


�.	The test of the availability of financial and non-financial information in the annual report [ex post] is applied only to specific goals that have met the test in the budget [ex ante]. 


�.	The debate on Accounting Day is prepared by the standing Committee on Public Expenditures (Commissie voor de Rijksuitgaven) that, inter alia, provides advice and support in financial matters to the standing committees in parliament. In addition, it serves as the in-between parliament and the Court of Audit.


�.	The pillars are respectively (1) an active international and European role, (2) an innovative, competing and enterprising economy, (3) a sustainable living environment, (4) social cohesion, (5) safety, stability and respect and (6) the government and public services.


�.	The financial information is provided at the same time, but no subject of discussion. Besides, the financial information is subject to exception clause, i.e. information is provided only in case of a substantial gap between estimates and realization


�.	The ministers of the Environment and Spatial Planning and minister for Housing, Communities and Integration will join next year.


�.	The policy reviews are preceded by the Reconsideration of Public Expenditures in the 80s and the Interdepartmental Policy Research of 90s.


�.	In the past the annual report lagged behind for more than even year. Not surprisingly, attention was almost null.
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