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- TERMS OF REFERENCE

The House of Representatives Standing Committee on Expendlture was
appointed to:

(a) consider any papers on public expendiiure preseated to this House and such
of the estimates as it sees fit to examine;

(b) consider how, if at all, policies implied in the ﬁgules of cxpendlture and in
the estimates may be carried out more economically;

{c} examine the relationship between the costs and benefits of implementing
government programs; and

(d) inquire into and report on any question in com;ewmn with pubhc expend;i-
ture which is referred to it by this House. :
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RECOMMENDATIONS

This report advocates an enhanced role for the Parliament in the public expenditure
process. The report therefore deals with the interrelated questions of procea’ures dﬂd
information needs. :

The Committee has concluded that parhamentdry scrutiny and mﬁuencc is limited
because of: .

{a) the fack of specific procedures to mﬁuence EXu,unve thmi{mg pnox to the

formulation of the Budget;

{b} theabsence of appropriate information for Pdrlldmens to

e increase its contribution to the formulation of public cxpendlture pohcy,
and
e improve its teviews of efficiency and effectiveness of pubha e;spendxture

In view of these shortcomings the Committee recommends that:

1.

Its Report, Parliament and Public Expenditure be debated in'the House dur~
ing the 1979 Autumn sittings.
{pardgraph 4)

In the debate referred to in Recommcndauon L, the Parfiament should give
special consideration to the need for further developmem of the forward esti-
mates system 10 enable a shift to occur from annual budgets to integrated
expenditure plans and pro;ecuons as the main fmmework for expendnure de-
cision making.

(paragraph 43

The Government make an early statement setting out:

{a) its deasions on the Royal Commission on Australian Govcrnmcm
Administration recommendations concerning forward estimates; and

(b) the role of the forward estimates as now seen by the Government and
plans for their development. .
' (paragraph 44)

Time be set aside early in the Autumn sittings of the House for a debdtc on
expenditure patterns and pnontles
(paragraph 48}

In the absence of fully developed and published forward estimates of expendi-
ture the Government table, prior o the proposed debates on expenditure pat-
terns and priorities, the following:

“{a) the most recent estimates (on a detailed functional basis) of expected

expenditure out-turn for the current year;

(b) projections, based on existing policies and commitments, of these expen-
ditures for two future years; and ‘

{c} themajor assumptions on which the projections are made.
{paragraph 50)

vi




6. Specific measures which enable the House to influence the estimates of its own
expenditure be considered by the House in the debate of the Comumittee Re-
port referred to in Recommendation 1.

{paragraph 51)

7. {ay The Government encourage the development of program statements by
: all departments;
{b) before preparing such statements departmcnts consult with the Depart-
ment of Finance, which shouid have a co-ordinating role;
{¢y the Department of Finance should confer with the House of Representa-
tives Standing Committee on Expenditure; and
(d) the Government require departments which have prepared such state-
ments (for all or some of the programs they administer) to publish these
statements soon after the Budget is prucnted to the House.
: {paragraph 77)

8. The Government provide Parliament with a paper that outlines the advan-
tages and disadvantages of changing the annual Appropriation Bills from their
present form to one which records the estimates in a program format

' (paragraph 81])
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CHAPTER |
INTRODUCTION!

1. The House of Representatives last revised its Standing Orders in connection
with the Budgetin 1962° and the Joint Commiitee on Public Accounts last reported on
the form of the Budget documents twenty-five years ago.’ Meanwhile the size and
scope of budgets has grown considerably while significant developments have taken
place also in executive processes—for example, the implementation of a system of for-
ward estimates, the more recent development of forward commitment control, and
changes in the format and content of the Budget documents. At the parliamentary
level there has been the establishment of the Senate Estimates Comumittees, the
Senate Standing Committee on Finance and Government Operations and in 1976 the
creation of the House of Representatives Standing Committee on Expenditure. Over-
seas, new methods of budgeting have been devised and sometimes implemented. .

2. Areportthat examines the roles and relationship of the Parliament in general
and the House in particolar to thc public expendxture process, is thus both necessary
and timely. :

3. Itis necessary for at least three reasons. First it is vital for the Parliament to
know the executive processes in the public expenditure cycle and to learn of sig-
nificant developments in these processes 50 that consideration can be given to the
need for the Parliament to adapt its procedures in order to influence Executive
processes. It is of little use for the House to establish procedures for expenditure scru-
tiny which are not linked to the processes of the Executive because, ipso facto, the
House’s influence would be minimal. Second, even if there have been no 31gn1ﬁcant
changes © processes, the Parhamem should review its role in the public expenduure
cycle to ascertain whether it wishes to influence decisions at an earlier stage or in a
different way. For example, is the House satisfied with its lack of influence in the most
important formulative stages of the Budget? Finally, and connected with the first two
points, there is the question of information: the need for the Parliament to assess

whether the information which is provided to it is appropriate and adequate for its
task of scrutiny of financial planning and administration, in the light of the changing
nature and scope of governmenial activity, '

4. The report is also timely. There have been important changes in parliamen-
tary procedures in recent years; for example the establishment of legislation com-
mittees in the House. There 1s now a proposal for the committee stages of the Budget

1. The titte of the Report is different to that of the inquiry which was an inquiry into the Budget Estimates.

2. Australia, Parliamens, Report from the Standing Orders Commitree {Mr Speaker {Sir John McLeay), Chmman] Parl.
Paper H.of R. |, Canberra, 1962,

3. Australia, Parliament, The Form and Content of the Financial Documents Presented to the Parligment: 18th Report
Jrom the Joint Commitiee of Public Accounts, Park Paper 37, Canberra, 1954,




to be conducted by two or more committees sitting concurrently.’ But the House has
not debated either the Report of the Joint Committee on the Parliamentary Com-
mittee System’; or the Report of the Royal Commission on Australian Government
Administration® (RCAGA), which discussed, among other things, the relationship
between the Parliament and the Executive. We believe that this report by the Expen-
diture Committee, because it contains the most comprehensive examination o date of
the role and interests of the Parliament in the public expenditure process, now pro-
vides the best opportunity for such debate, While acknowledging thar guidelines have
been established by the Government for its responses to Commitiee reports wuhm $Ix
months of tabling such reports, the Commtftee recommends that:

Its Report, Parliament and Public Expendlwre be debarted in the House during
the 1979 Autumn sittings. |

5. . :In a previous report cnmled A Year's E xperience’ the Commlttee discussed s
role and functions. Al of its reports presented to the Parliament to date have been re-
lated to the second and third functions identified in A Year’s Experience—namely,
examination of economy and efficiency in the use of funds and evalnation of program
results and effectiveness. This report is associated with the fourth function—the exam-
ination and evaluation of processes used in the planning, management and control of
public expenditure. The Committee sees its area of operation as encompassing Com-
monwealth Government expenditure defined in the broadest way possible. .

6. The title and the diagram on the cover page reflects the main focus of the Re-
port: a discussion of the role of Parliament in general in the public expenditure pro-
cess. A secondary purpose is to commence the examination and evaluation of the
expenditure process. Both aspects of the Report come together in the discussion on in-
formation needs and procedures for the House to influence the pubhc expendlzure
process to a greater extent than the House does at present. :

7. The remainder of thrs report is structured as follows Chapter 2 pmwdes a

summdry description of the pubhr, expenditure process. Appendlx 1 contains a more
detailed description of the Budget process than that provided in the chapter. Together
with Diagram IT the chapter serves to illustrate the limited participation of the Parlia-
ment in the process. Chapter 3 discusses ways for the Parliament to increase its par-
ticipation and therefore its influence. This discussion includes the question of the
House influencing its own estimates. The fourth chapter continues the examination of
information needs commenced in the preceding one and argues the case for the Par-
liament to receive program statements—information whlch collates the objectives of
programs, their costs and their outputs.

8. Details pertaining to the conduct of the inquiry, the witnesses and the evi-
dence are at Appendix 2. The Comumnittee places on record its appreciation of co-
operation gwen by departments and m partlcular the Depdrtmem of Finance

4. Australia, Houscofﬁeprcmmauves Debates, 24 November 1978, p. 3461,

5. Australia, Parliament, A New Parliamentary Commitiec System: Repor}‘ of the Joint Commxr!en on lhe Parhamemary
Commiitee System, Parl. Paper 128, Canberra, 1876, .

6. Royal Commission on Australian Government Administration (RCAGA}, Reporr Parl. Paper 185, Cdnbeua 1976.

7. Australia, Patliament, 4 Year's Experience; Repar!fmm the House of Representatives Slandmg ("omlmfree on !:x_pen
dirure (K. M. Cairns, Chairman), Parl. Paper 244, Canberra, 1977 .




{Finance). We also acknowledge the contribution of staffi—the Clerk to the Com-
mittee, Mr M. Aldons; the General Adviser, Mir C. Walsh, Senior Lecturer in Econ-
omics, Monash University; and Mr M. H. Ives, who was seconded to the Committee
secretariat from the Department of Finance.
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CHAPTER H
THE PUBLIC EXPENDITURE PROCESS

Introduction

9. Inits widest sense the term ‘public expenditure’ includes ail expenditures by
departments, authorities and public organisations at Commonwealth, State and local
government levels. This broad definition is necessary, for example, to calculate the
size of the public sector in Australia and for proper consideration of those areas of
expenditure where the Commonwealth and the States share responsibilities {e.g.
health, education). The Committee is aware of a lack of information on the latter

- matter. OQur immediate concern however is with Commonwealth Govemmem expen-
diture: spcc1ﬁcaiiy expendlture recorded in the Bud get?

The Budget Stage
(a) Objectives _ .
10. Expendrture recorded in the Budget is planned, managed and controlledina

series of stages which; taken together, constitute a public expenditure process. The
first stage in this process is the formulation of the Budget and its presentation to and
approvak by the Parliament. Since the Budger is the expression of the policies and
-priorities of the government of the day the processe% associated with the Budget are
taken to represent a concerted effort to:

(a) articulate the political, social and economic goals or objectives of the govern-
ment.of the day and the policies and priorities attached to them;

(b) identify the resources likely to be available or which it is desirable to make _
available in the light of general economic and social conditions;

~(c) identify the trade-offs between the various policy objeczwes faced by the
government; and

{d) hence establish a pattern of expenditures and use of resources which best

matches the underlying policies and priorities. :

11.  Goals or objectives are often expressed in very general terms—e.g. the de-
fence of Australia. Governments therefore find it necessary to develop more specific
policies to pursue those broader goals. For example, governments have decided that
the defence of Australia should be pursued through a system of all volunteer man-
power. The necessary process of attracting persons to and retaining them in the armed
services can then be approached through the selection and development of a number
of interrelated programs—for example setting of pay levels and working conditions,
retirement benefits, or re-engagement bonuses, and the provision of (subsidised) ac-
commodation. Important judgments are obviously required about the appropriate
emphasis to be placed on each of these programs, an emphasis to be determined at

8. A discussion of overail Commonwealth Government expenditures is included, for example, in Budget Statement No. 6,
E978-79, pp. 194-5. : . .




least in ‘part in terms of their relative effectiveness in attracting and retaining ser-
vicemen. Moreover, within each of the programs furthér choices may be necessary.
For example, the accommodation needs of servicemen, and the desire to provide con-
cessional rents, could be met by the Commonwealth acquiring 2 housing stock and
setting rents at less than market levels, or by giving servicemen a rent allowance and
_assisting them to find accommeodation in the private rental market. Choice of a pai-
- ticufar approach defines the relevant program(s) more explicitly. It also enables the
establishment of a set of operational procedures to 1mplement the chosen programs.

12, Somewhat interrelated with the process of establishing goals defining poli-
cies and the dcvelopment and selection of programs is the budgeting phase. The
available resources have to be appomoned between the various programs and activi-
ties designed to meet the policies and pnormes of the government. The public purse is

~not a bottomless well and decisions on the size and pattern of public expenditure are
made dgamst judgments of the resources available (taxation and borrowings), which
“shape and in turn are shaped by policies that deal with the management of the econ-
omy. Choices on the relative size of programs are made after social, economic and
political factors are considered. After being finalised by the Executive the Budgct is
-prcsented to; considered and finalty approved by the Parlldment ' :

13, The various componénts of the budget process descrlbed in paragraphs 10 to
12 are, of course, an abstraction. While some of them are present in the actual process,
budget formulation is an intensely political activity where the participants are subject
to constraints of time and availability of information. The process does not begin
afresh every year and is called incremental budgeting—that is, the previous year’s
‘expenditure is taken as the base with additions and deletions being made with the
base as the reference pomt Large changes are thus the excepuon rather than the rule.

_ 14. The Budget is neither the only time at which, nor the only means by which,
_pelicies and priorities are pursued. 1t is not the only time because identification of
“needs and requirements is an ongoing activity, and may give rise to specific legislation

or new policy initiatives requiring expenditure additional to, and quite separate from,

the Budget. It is not the only means because governments may choose to give effect to
their objectives by non-budgetary means such as regulauons quotds or expendlture
substitutes such as financial guarantees.

{ b) The Atmua} Budget Cycle

15, - While the Parliament Is debdtmg thc current Budget prepdranon for the
next Budget commences with the collection of forward estimates of expenditure. The
hasic purpose of forward estimates is to make Ministers collectively aware of the costs

of existing and proposed activities, and.hence to provide a rational framework within .
which Ministers can make decisions affecting both the level and compasition of
~ government spending in the short and medium term. Since 1976-77, the timetable for

forward estimates has becn set so as to make them an zntegra part of the annual
budget process. o : o - - '

16. The place of forward estimates in the budget timetable is illustrated in Dia-
gram I at page 8 On the basis of broad guidelines established by Cabinet, depart-
ments are required to submit Ministerially endorsed forward estimates to Finance in

5




January. During March, a composite forward estimates report is subunuitted to Cabi-
net. Given the inevitable tendency for the total of those estimates to exceed what can
be accepted, (economically and politically), Cabinet then establishes a procedure for
reviewing and reducing the totals. In 1978--79 this procedure involved the joint prep-
aration by the Departments of Finance, Prime Minister and C abmct Treasury and
relevant spending depar{ments of papers setting out options.

17. Since 1975 a system of forward estimates of manpower has been estabhshed
by the Public Service Board somewhat in parallel with the forward estimates of
expenditure. This process encompasses the operation of the interdepartmental com-
mittee on staff ceilings (comprising PM & C (Chairman), the Board, Finance and/or
Treasury) which reports to the Prime Minister. That committee s repori takes account
of government deumons and options identified for the forward expendlture_
estimates. : :

18, Decisions resuiting from M'misterial coneideration of optiens, and pro-
visional staff ceilings based on them, are notified to departments, and must be incor-
porated by them in their formal expenditure bids for the Budget.

19.  The process of submitting estimates { bids) for the ensuing financial year fol-
lows in April-May. The process has two components: initially, departments submit
“first bids’ refating only to existing activities or those for which Cabinet approval has
already been given; and, subsequently new policies and programs are handled in a
parallel process beginning in June. :

26. Departmental first bids are examined by Finance and discussed with depart-
ments. A budget submission is prepared in June showing the cost in the next financial
~year of all existing activities excluding disagreed bids, i.e. bids about which the rel-
evant Minister and the Minister for Finance do not agree. Finance also prepares a
submission on the disagreed bids of each department. Towards the end of June Min-
isters lodge Cabinet submissions on new or extended programs,

B Budget Cabinet meets in early July. Expenditure and revenue decisions are
finalised and the Treasury commences the preparation of the Budget documents. The
Budget is presented to Parliament in mid August.

22, Appendix | contains a more detailed description of the Budget progess.

Implementation and Review Stages

23, With the passage of the Budget through Parliament, implementation—the
second stage of the public expenditure process—begins. In a legal sense, implemen-
tation is the spending of money authorised by Parliament. It Is, however, also much
more than that, for it represents the means by which governments, through the
administration, actually pursue their objectives. The expenditures on inputs author-
ised in Appropriation Bills, or other legislation, are transformed into programs of
action to seek the results, or award the benefits, specified in the Budget plans. Re-
sponstbility for implementation lies, primarily, with the administration. Implemen-
tation does raise a number of important issues for the Executive and the Parliament:

- Is money being spent as authorised (compliance)?

e how efficiently are resources at departments disposal managed (eeonomy and

~ efficiency)? :




‘e how eﬁ’ective are the programs of action in obtammg the desn—ed resu}t

(program effectiveness)?
‘These questlons define the essential elements of the third stage of the expenditure
process—the review stage. This stage is in part concurrent with implementation.
“Moreover, the reviews could affect expenditure either in the current or subsequent

years, when results of reviews are mcorporated in the reconsideration of goals poli-

cies dﬂd pgograms

'E‘he Paruc:panis

'24. There are four major participants in the three stages of the public expendi-
ture process. They are the Executive, departments {administration), Parliament and
the Auditor-General. Others participate at various stages. The State Premiers do so
through the Premiers’ Conference and Loan Council and povernments obtain advice
‘from a variety of sources such as ad hoc inquiry boches or formaﬂy consututed chan-
nels such as the Economic Consultative Group. _

.- 25, . The different stages of the public expenditure process and the involvement
of the major participants are depicted in Diagram 11 at page 9. As stated in paragraph

13, the stages in the process, now illustrated in the diagram, are an abstraction, It =
should be recognised that the processes overldp pdrtlcular]y the review stage. Never-

theiess the dlagram puts the roles of the partmpams into perspect:ve
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CHAPTER Hi

THP ROLE OF PARLIAMENT
(i) INFLUENCING BUDGET FORMULATION

Introduction

26. Diagram 11 ilustrates clearly the limited participation by the Parliament in
the public expcndisure process. Should the level of this participation be increased and
if so how? What are the information needs for more effective parliamentary scrutiny
and are they currently met? These are fundamental questions which need to be asked
periodically by the Parhament This and the followin 'g chapter provide some answers.

27, Dlsaussmn on thie level and extent of parhamentdry participation in the
expendlture process soon leads, in the Committee s opinion, to the question of how 1o
-make the Executive more- accountable to the Parliament. One important aspect con-
cerns Ministerial respons1b1hty This 1s a subject the RCAGA Report dealt with in
some detail’ It is a matter the ‘United Kingdom House of Commons Expenditure
Committee examined in its report on the Civil Service.” It raises the question that if
Ministerial responsibility means dnswerabmty in most cases and if public servants re-
main anonymous, just who is responsible in an actual rather than a formal sense for
the mistakes that occur? Unless one assumes there is no relationship between account-
~ability and efficient administration this is a guestion that has to be canvassed in dis-
cussing parliamentary scrutiny of the administration. A clearer view of this area may
be gained when the Parliament reviews the efficiency audit work of the Audnor-
General {see paragraph 56).

28. The Committee has used, quite dehburaieéy, the word scrutiny’ rather than g
““control’ to describe the work, existing or proposed, of the Parliament. ¥ is true that
section 83 of the Constitution requires that no money shall be drawn from the Com-

monwealth Treasury except under appropriation made by law. This should not be - .

- taken to mean that Parliament controls expenditure. The word ‘control”™ means
power of directing or command and in the context ef expenditure it should be used in
the sense of the ability to determine the size and composition of public expenditure.
This the Parliament does not de. It is restrained by the fact that the Parliament has
not formulated an approach to control or how to exercise it. The governing party is in
a majority which has a vested interest in supporting the proposals of the Executive. It
is thus difficult to see how the House can control a situation when its own majority has
to support the Executive. “As in the fable of the Emperor’s new clothes, parliamentary
control of expenditure is a myth that all concerned have every reason to foster, ™

9. RCAGA Report pp. 11-13, 59-.67.

1. The Civil Service, Eleventh Report from the Expenditure Committee, Session 1976- 77, { Vol I—Report) United King-
dom House of Commons, July 1977,

11, The Concise Oxford Dictionary, sixth edition, Clarendon Press, Oxford.

12. 8ir Heary ¢ "Avigdor-Goldsmid (former Chairman of the Expenditure Commitiee, Westminsier); The House of Com-
mons Expenditure Commitiee, The Pariamenianan, Yol LIV No. 4, October 1973,

10




£ 29, Financial scrutiny of the administration is undertaken by each Chamber act-
ing as a whole or by committees of the House, the Senate, or by joint committees. The
broad objectives of financial scrutiny are to safeguard expenditure of taxpayers
money, to promote and encourage efficiency in administration and to influence priori-
ties and policies. The end purpose of this work of scrutiny is ‘influence, not direct
power; advice, not command; criticismn, not obstruction .. . . .and publicity, not
secrecy’.” For the level of parliamentary participation in the expend;wre process 1o
be increased 1t nee_ds to influence the heart of the process»fbudget formulation.

Influencing the Formuldtlon ﬁf the Budgu

{2) General : : :
30, In Australia, the annual Budget remains the main vehicle through which
expenditure plans and decisions are made, and the Budget speech the primary means
through which those plans and decisions are announced. Formulation of the Budget
is, cffectively, the preserve of the Executive, aided by its administration. Parliament’s
formal role, as Diagram Il illustrates, begins only when the Budget is presented, and
_this formal aspect of its role Is reflected in the Budget debates, the passage of the Ap-
‘propriation Bills, the Senate Estimates Committees, and, at a later stage, review by
the Joint Committee of Public Accounts of the Auditor-Generai’s Report. These par-
Jiamentary procedures may exert influence on budget formulation in atleast two dis-
tinct ways. Firstly, due to its debates and its analysis of expenditure decisions, the Par-
liament’s activities may impose a greater discipline on budget formulation than
would otherwise exist. Secondly, arguments developed in the course of Parliament’s
deliberations may prove influential in shaping future expenditure decisions. -

31. While less formally related to the Budget, other elements of Parliament’s
activities nonétheless also represent means by which it may atiempt to exert influence
-on budget formulation. The everyddy activities of quesnom and general debate, the
debates on the Supply Bills, and the growing range of review work, undertaken par-
ticularly through committees, together represent means through which the Parlia-
ment can attempt to influence the Execuuve s plans In relatlon to the size and pattern
of public expenditure. o

32. Despite the ex1stencc of numerous opportumueq for the Parliament to ph{y
its part, both Parliamentarians and outside observers have claimed that the role and
influence of the Parliament has significantly diminished. The Commictee believes that
there are at least two issues 10 which the Parliament must give careful consideration:

e parliamentary procedures

« information needs of the Parliament

33. While current procedures allow members frequent opportunities to raise
budget-related matters, the twe major debates which are explicitly directed at Budget
strategy and composition may not serve Parllament’s interests i the best possible
way. The debates in the Budget session are in a sense both too late and oo early: too
late to exert influence on the current Budget, and too early in the next year’s budget

13. Bernacd Crick, The Reform of Parliament, 2nd edn, Weiderfeld, London, 1968,




cycle to have an immediate impact on the government’s thinking at the critical mo-
ment when decisions are made. The debate on the Supply Bills, which superficially
appears better timed, may also occur too late in the budget formuiation process, after
most of the major options have been decided. Moreover at leastin recent years the de-
bates have placed relatively little emphasis on the pattern of expenditure priorities,
compared to the emphasis given to overall economic strategy, or 1o the details of par- -
ticular expenditure votes. The Committee helieves that a debate focused specifically
on the pattern of public expenditure, and the relanve priorities implied by it, appro-
priately timed in terms of the budget deusmn-makmg process, is an esqenrrai pre-
reguisite fﬂr the Pdrlzamem to remf()rce its role in the budget process :

34. Changes in procedures or emphasis will not, however overcome ihe seaond

problem the Committee has identified—namely that the informanon which Parlia-
- ment curtently has available is not adequate for the task of exerting influence. The in-
 formation needs of Pariiament_in relation to its review role are the subject of the fol-
lowing chapter. Here concern is about information on the overall pattern of public
expénditure and the time-frame within which that information is provided. In dis-
cussing this matter it will be necessary to consider procedures and information re-
.quirements internal w0 zhe Executive . dnd ddmzmstratmn as well as thc needs of
Pdlhdment

(b) Anﬂual Budgets Jnd Future E. Xpendjture Plans

35, - It is now widely acknowledged that annual: budgctmg is no longer ddequcue
for the efficient management and planning of public -expenditure :priorities. The
“annual Budget is still important both for short-term management of the economy and
for proper Par]iamentary ‘scrutiny” of all government activities. However,
goveraments have not only accepted primary responsi blhty for economic stability,
but also through their spending programs now shape society’s pnormt,s In areas such
-as health, education, welfare, transport and communications. In all of these areas,
- government spendmg programs have created commitments, 1egal and moral, which
severely constrain budget ﬂexlbiluy Substantial modifications to old programs, or the
introduction of pew ones, require advance planning, and gradual implementation, if
waste and dislocation is to be avoided. The UK. Government, in its White Papers on
Public Expenditure, has indicated that it may take at least two years before today’s
plans can be expected to have a significant impact on the Budget. In areas such as
defence the planning horizon may need to be much longer. What can be changed '
most easily in the Budget (e.g. deferment of capital expenditures), whether to
facilitate economic management objectives or changes in priorities, may bear listle
relationship, or even run counter to, the longer term priomles thdl govemmum
would want to establish. : -

, “36. In this connection, Finance told the (,ommmee that perhaps 98-99 per cent
- of the annual Budget is currcntiy accounted for by on-going expenditures (evidence,
. p-89). Given commitments of the size implied by this figure the use of annual budgets

as the main framework for expendlture decision makmg can be a potent source of

frustration and inefficiency in the public expenditure process. New program proposals
“are virtually constrained to compete only with one another for the thin margm of free
- resources left after the r;eeds ofon gomg programs are met. :
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©- 7. From all of this there clearly emerges the message that information which
- projects expenditure requirements forward over a number of years Is now an essential

element in efficiency in decision making. But, as the RCAGA Report recognised,’ the

arguments really lead to a stronger conclusion: namely that there is a need for the
“focal point in the expenditure process to be shifted from the annual Budget to a
" longer term public prendfture plannmg mechanism. : :

38, Forward pIOchtlonS of expenditure requxremems can oceur at d;ﬂ"erent
evels of sophistication. T he simplest projections would show, for several years dhecld

the annval costs of mntmumg existing policies. Such projections would be of little use
for influencing the current annual Budget, but would identify possible future
pmblgms and enable further review work to be commissioned that might lead to
“changes in plans in future years. At a shghtiy more sophisticated level, expenditure
:prOJeulons mlght show, in addition to the costs of existing policies, the future costs of
new proposais. Again this information would do little to change the overall shape of
‘the Budget, though it would assist in selecting from among the néw proposals those
which should be met from the margin of resources available in the current annual
Budget. At the most sophisticated level would be not mere projections, but rolling
plans for expenditure in future years. These plans would be based on projections of
costs of existing and new proposals, shaped by assessments of resources potentially
available in futere years and.the priorities (social, economic and political} that the
Government wishes to see pursued. Annual Budgets would be derived from these
expenditure plans, modifying the first projection year of the plan to take account of
‘new .perceptions and changed circumstances. After presentation of each annual
Budg{_t the process would begm anew with another year added.

39. 'As the RCAGA observed, such an approach o public expendlture decision
muking would not only constitute a rational means for meeting the need for increased
flexibility and awareness of future implications of current decisions, but it might also
~Jead to agreater sense 'of Ministerial responsibility for the overall shape of
_expenditure, and would offer Ministers and departments a more stable environment
~in which o develop and implement their programs. It would, hawever, requxre a
_ %ubsmntui rcdeve opment ofthe present forward csnmatcs system.

{c) The Pres'ent Austmhan F orwam' Esnmd tes S ys(em

40, Porward esnma{es of expendxmre have been prepared in Austraha since the
. mid 19605 shougl the formal I system, ;ncludmg Ministerial endorsement, began in
1971 This forward estimates system is akin to the second sort of expenditure
" projection menn(}ﬁed earlier, involving collection of datd for three future years, on
the expected cost of existing policies and of proposed new or extended activities. It
does not in any sepse re,present a relimg plan from which annual budgets are derived.
“In fact, the opposite is true: the forward estimates have been mtegral:ed into the
annual budget process, extendmg that process by providing an early perspecuve of
‘the lzke]y size of budget bids, together with limited 1;1f01ma{10n on the me xcatlons

~ fortwo, addmonai years(cwdcnc,e p. 95)

14. RCAGA Reporr, Scetion 3.3, pp. 36-42.
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- 41. Finance said that the forward estimates help to overcome inflexibilities and
emphasised that such estimates allow examination of expenditure for the coming year
in greater detail. Finance also admitted that the data for years two and three had not
been very satisfactory, and that little use was made of data collected on new or
expanded programs that might only start in later years since these still had to go
through Cabinet (evidence, p.95 and pp. 626-9). The former Department of
Environment, Housing and Community Development pointed out an important
circufarity in reasoning on this issue—since the data for years two and three are little
used, so departments devoted less effort to their preparation, which in turn means
these data are unsatisfactory (evidence, p. 467). The system has induced departments
to put most of their requests into year ¢ one rather than spreading them over later years
‘(evidence, p. 99). This first year “bulge’is an inevitable, butundemrable consequence
of a less than fully fledged system of forward estimates. . :

42,  Although the forward estimates system has been evolvmg over the yedrs Ehe
evidence collected by the Commlttee strongly suggests that, as a device for fong-term
planning of public expenditure, the estimates are in a state of arrested devel opment.
They have become a captive of the annual budget process, desplte t1e strength of the

' argument that the opposue shouid be the case.,

(d) Partiament’s Interests

43. The Parliament’s interest in all thls is twotold In the first place 1nsofar as
Parliament is concerned to promote efﬁaency in the public sector, it must be
conceriied with the state of the present expenditure decision-making process. The
Cominittee believes that if the shift towards a longer term expenditure planning
mechanism is to be secured in the foreseeable future it may need Parliament to take a
strong interest in the issue of the development of forward estimates. While
recognising that moderation must be shown in pressing the Executive to go further or
faster than it would otherwise choose, the Committee sees this as a crucial issue. The

: P&riidment shouid be prepdred to show a lead. The Commzt!ee zherefore recommends
that:
In the debate referred toin Recomme}zdalzon 1, the Parlzament s‘hould give specaa!
consideration to the need for further development of the forward estimates system
to enable a shift to occur from annual budgets to integrated expenditure plans and
projections as the main framework for expenditure decision making.

44. The Committee has already referred to the importance. p aced on
development of the forward estimates by the RCAGA: indeed, its Report sees “this
development of Forward Estimates as the first and critical step in the achievement of
greater efficiency’” In estdbhshmg the Depcsrtment of Firance, the Prime Minister
laid particular emphasis on rmprovmg capacity to service the Government’s
requirements for forward planning, priority setting and the strategic plannmg of
Government initiatives’, noting the role Finance would have in developing the

forward estimates. When announcing the Government’s initial decisions on a
number of the RCAGA recommendations, the Prime Minister said that the
‘Government had decided that action should be taken’ 1mmedlately to examine and

15. RCAGA Report, p. 41,
6. Press refease, {8 November 1976,
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report on the Royal Commission’s proposals.”” Given the importance that it attaches
to the development of forward estimates, the Commirtee recommends that:

Tke Government make an early statement selting ouf.

“{a) irs decisions on the Rayai ‘Commission on Australzan Governmem
~Administration recommendations concerning forward estimates; and

(b) the role of the farward estimates as now seen b Y the Govemmem and plam‘
- fortheir development.

45 The second matter of interest to the Parhament is its mformauon needs. It is
true that the functional classification of cutlays, first made availablein 1973, has pro-
“vided Parliament with a considerably better perspective to expenditure priorities than
was previously available. The problem is that this information covers only current
and previous spending patterns. Since those who must make public expenditure de-
cislons require information which relates to future years, then those whose respon-
sibilities are to scrutinise and influence those decisions must also have forward-
looking information, though perhaps of a less detailed nature. The effectiveness of
Parliament depends to a considerable extent on its having information which reflects
the basis on which decistons are, or ought to be, made. One example may help to illus-
trate the point. Public expenditure priozities in Australia will be shaped in the future
by Its ageing population, its defence needs, and perhaps the need for society as a
whole to accept responsibility for the costs of adjustment associated with technologi-
«cal and other structural change. Can these emerging needs be accommodated without
significant changes in other expenditure areas, or while granting further tax cuts? The
forward estimates system in Australia may enable the Executive to cope, albeir in an
unduly limited way, with some of these issues. But at present Parliament does not
have the information necessary to enable it to make such assessments orto eﬂ‘ectweiy
influence Executive thinking, ' : .

46. 1f the Exccutive were to redevelop the forward estimates into rollmg expen-
diture plans, then the question immediately arises as to whether these pfans should be
published. The Committee makes two particular points in this connection: firstly, the
question of publication is not crucial to the redevelopment of forward-estimates, and
should not be allowed to hold up any possible changes; but secondly, the Parliament
should, nonetheless, be aware that the more fully developed forward estimates be-
come, the more they shift the decision-making centre from the Budget into an expen-
diture planning mechanism. If such a change were to occur, Pdrhamenz s informauon
needs would shift accordingly. : :

47.  Incontrast to the present Australian situation, the United ngdem House of
Commons has had available to it Public Expenditure White Papers which provide
expenditure estimates for a five-year period, based on medium-term economic,
demographic and other statistical projections. These White Papers are examined by
the General subcommittee of the House of Commons Expenditure Committee, and
since 1971 have also been debated by the Commons as a whole. It has been said that
the debates were at first rather disappointing because few parliamentarians seemed
interested in the expenditure priorities they were invited to consider. The 1976 debate-
was different. It contained references to the need to think carefully about public

17. Press release, 9 December 1976,
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spending; it recognised that higher spending on one item may mean ower spending

-on another; and it accepted that the taxpayer’s pocket is not bottomless. .. -

48. Clearly publication of pubhc expenditure plans is possible ( gwen time for
technical problems to be overcome), and could be expected to add greatly to Parlia-
ment’s potential for meaningful debate and scrutiny. Nothing short of‘deve]opmeht
and publication of medium-term public expenditure plans wouid meet the ideal re-
quirements of public sector efficiency and parliamentary scrutmy However, there is
an urgent need for Parliament to have better information than it now has, and for it to
adopt procedures which will allow it to use what information it has as effectively as
possible. The Committee believes that, during the Autumn sittings of the House, a

specific amount of time should be ser aside for debating the overall patiern of, and -
priorities implied by, public expenditure. The timing and nature of this debate is im- -

portant, because its purpose would be to attow the House an opportunity to influence

Exgcutive thinking in the erucial pre-budget period. The debate would need to take

‘place earlier in the Autumn sittings than the debate on the Supply Bills. It could,
indeed, be seen as parallel to the way in which governments consult with business,

trade unions, and other groups in the lead- up to the Budget The Commmee therefore :

recommends thar

Time be set aszde eafrt'y in the A u!umn s:rfmgv of the House for a debate ont expen

~diture patterns and priorities.

_ 49, To facilitate such a debate it would be necessary for the Govemmem to

" make available appropriate information. The House would, at that stage, already
have available the functional classification from the previous Bud get, but it would
have no information on the future trends of those expenditures. As the Committee’s
arguments have already established, such information would be the minimai basis
from which planning and debate could proceed. Though the absence of this infor-
- mation should not prevent the debates previously recommended, the Committee be-
lieves that the information pmvaded should show,ona detaxicd functumal basis:

(a) the most up-to- -date estlmates of expected expcnduure out-turn for the cur-

rent year; plus ; :
(b} projections for two ﬁzture years on {he basm of ex1&.t1ng pohues and
. commitments. . : . .
It would, moreover, be appropriate for the Parhamcni to be mformed of the major
assumptions used to generate particular future expenditure estimates, whether based
ON MACTO-ECONOMIc pdrameters labour mdrk(:t LOﬂdltiOnS or age structure of the
population. - : S _ :

50. ‘Such 1nf0rmauon woukd reflect the framework within wh1ch expendlturc de-

cisions are now made, without demanding information which would either not be

readily available or would be politically i inopportune to gwe 10 the Parliament. A two-
year projection is suggested because it represents a minimum time-frame within

which current decisions could be expected to have a significant impact. Overall, the -
intention is to give the Parliament the most effective role in the expenditure decision-

mdkmg process thdt itcan have 7 ke Commirtee e‘herefore recommends tka't

18.8. A, Walkland and M. Ryle (eds}, The Commons in the Seventies, Martin Robertson, 1976, pp. F40-1.
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In the absence of fully developed and published forward estimates of expenditure
the Government table, prior Lo the proposed debates on expendzture patierns and
priorities, the following: ' . :
(a) ' the most recent estimates (on_a de!a:led functmnal baszs) of expected
expenditure out-turn for the current year; :
(b) projections, based on existing policies and commitments, of these expendi-
" tures for two future years; and ' '
(<) the major assumptions on which the projections are maa’e

© 81, It would be quite remiss of the Committee to ask for more information from
the Government 1o enable Parliament to inﬂuence'exp&nditure priorities without also
refemng to the inability of Members (not just Committee Members) to influence or .
scrutinise the expenditure estimates of the House of Representatives itself. There is at
. the moment discussion between the Presiding Officers and the Government about the
‘procedures of the estimates of the Parliament (Exhibit 34). The Committee urges the
Government to respond qmckly to the mmatwes of the Presxdmg Officers and rec-
: ommends thai: _ : : _
Speczjic measures whr.ch enable the House fo mﬂuence the esnmares of its own
- wexpenditure be considered by the House in the debate of the Commzttee Report re-
ferred to in Recommendation 1.




CHAPT&R v

THE ROLE OF PARLIAMENT

(i) INFORMATION NEEDS FOR INCREASED SCRUTINY OF
- EXPENDITURE

Types of Reviews

52. As Diagram I Jﬁlustrates it is ar the review swge of the public expenditure
proccqs that parhdmentdry work is greatest. This work is of the after-the-event
_variety, though it should be realised that since the expenditure process is a continuous
one, today’s review may affect tomorrow’s decisions. The diagram identifies different
types of reviews. As one moves along the spectrum of scrutlny from complmmc to
efficiency, then to program effectiveness and finally to policy and priority review the
work becomes more important, relatively speaking, and more political. This latter
factorhas a bearing on the kind of review work that can be undertaken by parliamen-
tary committees. Policy makmg and pelicy review have been a traditional prcserva of
the Executive.

53. Review of compliance is concerned with checking that money has been spent
as authorised by Parltament, and in aceordance with rules which govern spending as
. lald down in the Constitution, the Audir Act 1901, and in regulations and directions

made pursuant o the Audit Act by Finance. It is obvious that this form of review is
crucial in the context of control of public spending. Historically it has been the central
focus of parliament’s financial scrutiny, and today this work is undertaken by the
Joint Parliamentary Commiitee of Public Accounts (PAC). Much of the information
provided to Parliament, particularly in the budget papers, is shaped by the traditional
orientation towards compliance.

54. There has, however, been increasing awareness over recent years that parlia-
mentary review work must extend well beyond the compliance level. Since waste can
oceur even where the rules relating to spending are observed, the need to conduct re-
views of economy and efficiency {focusing on both the way particujar programs are
carried out and the way management systems influence implementation) has been
widely recognised. But the development must also go beyond this, for there seems
little point in having efficiendy run programs which fail to effectively achieve the end
results (outputs) that are desired: hence the need for reviews of program effectiveness.

35. Reviews of economy and efficiency are undertaken in one form or another

- by units within departments, by the Public Service Board, by special ad hoe internal or
external review teams, and by an increasing number of parliamentary commitiees.
More recently, the Audit Amendment Bill 1978 extends the role of the Auditor-
General 10 cover efficiency audirs.

56. Efficiency auditing is still in its infancy in Australia. The Committee proposes
to examine the reports of the Auditor-General on this subject and believes that this
new function should be reviewed by the Parliament in iater years. It is a_function
which should be encouraged if for no other reason than that other reviews conducted
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by the administration remain ‘internal workm g documents’ and so are not avatlable
to the Parliament. :

57. In contrast to the developments occurring in relation to economy and
efficiency, the Expenditure Committee is the only parliamentary committee that
evaluates the effectiveness of programs on a continuing basis. The evaluation work
within the administration is undertaken by departments, (e.g. the priority and evalu-
ation work of the Department of the Prime Minister and Cai)met) or by commissions
of inquiry and task forces established by the Executive. While some, perhaps most, of
the reports of external reviews are publ;shed the internal reports are not and there-
fore cannot constm;te the basis for parliamentary scru tmy of expenditure.

58, Examination of the review work undertaken by Parliament and its financial
comniitiees shows that effort is concentrated at the lower end of the scrutiny spectrum.
Although there is some review of po licy, the Parliament has not established any pro-
cedures to strengthen its activities in relation to effectiveness review, and to extend
those activities to the review of pollucs and priorities.

-89, - Parliament must have a scrutiny role at the upper end of the Teview spec-
trum. There are, however, limitations to the extent to which bipartisan committees
can undertake 'this work due to its essentially political nature and the fact that it is not
possible to undertake such waork except at the level below that of strategic priorities
" decided by Cabinet. Our system of government is parliamentary and not con-
gressional where there is a sepdrdtmn of powers between the executive and the
leglsldture

Informati(m Needs for Effectiveness Reviews
(2} Adequacy of Current information o

60. _An extension of the review work of the Parliament and its committees into
program evaluation requires specific information. This information is not readily
available to the Parliament notwithstanding the functional classification of expendi- .
tures in Statement No. 3 of Budget Paper No. I. Most of the remainder of this chapter
examines the case for the Parliament to receive ‘program statements’. This is done by
examining the available information, considering its relevance for the scrutiny of
‘programs and finally dsscsung the need for dddmondl information and its source dnd
timing. -

61, The budget papers are the principal published source of information on
Commonweaith government expenditure. Currently there are eleven documents,
totalling in excess of 1000 pages. Other documents are also g)rescmcd by Ministers at
budget time. The papers can be divided into three groups:

(a) the Budget Speech and Statements—Statement 1 summarises the Budget in

terms of aggregates (outlays, receipts, deficit); Statement 2 discusses the

Budget in the context of the previous year’s developments and the current

year's outlook; Statement 3 provides a functional classification of outlays;

Budget receipts are contained in Statement 4; the previous year's Budget out-

~come is analysed in Staternent 5 and historical data on receipts and expendi-
ture are given in Statement 6;




(b} the Appropnauon Bills (Nos 1 and 2)and Budget Paper No. 4 Estlmates of
Receipts and Summary of Estimated Expenditure--these prowde most of the
source mformatzon for the other budget documents; o

: (é) other budget papcrs which prowde detailed information on partlcular
aspects of the Budget—for example Clvﬂ Works Progrdm (Pdper ’\Jo 5) In-
“come Tax Statistics (Paper No. }1}

62, Many Members expersenae diﬁi(,uity in coming to grips thh the mass of
matendl and understandmgD ‘the underlymg concepts. Following the presemauon of
the 1978-79 Budget the Committee organised a two-hour briefing session open to all
Members. Officers from the Departments of the Treasury and Finance described the
construction and content of the Budget papers and answered Members’ questions.
The session was appreciated by Members present and the Lomm;tzee beheves thlS
session bhOLKId be a regular oceurrence. : :

" 63. In'addition to the Budget papers the Qenate receives explanatory notes on -
‘the two Appropriation Biils soon after the budget documents are tabled in the House.
These notes, which are published, are used by the Senate Estimates Committees.
Other sources of information include the .Finance Statement and the Auditor-
‘General’s Report, publications of the Australian Bureau of %tdustw; and dnnual re-
ports of departments and stdtutoxy authonues : : :

(b ) The Case for Program Sta rememfs -

"~ 64. Most of the information the Parliament recelves is related to expenditure on
inputs--ie. salaries, overtime, office requisites. Such a presentation of expenditure was
appropriate in an-era when the Commonwealth operated administrative-type depart-
ments, It is less relevant today because of the Increased scope of government expendi-
ture which is directed at assisting individuals or organisatons (e.g. health, education,
social security and industry programs). There are perhaps in excess of 1000 separate.
public sector programs {evidence, p. 594) and in respect of such programs the Paslia- -

“ment should be informed of their objectives {purposes), total casts (how much is
spent) and output/effectiveness (the results}. It is true that many items in the Appro-
pridtion Bills and Budget Paper No. 4 identfy particular programs but this identifica-

tion is partial. There are simifar limitations to the functional Llassiﬁ(,auon of Budget
“outlays in Statement No. 3. _

_ 65_.  The mformauo_n needs identified in the preceding paragraph can be refer_red
to as ‘program statements’. The evidence indicates that there is no generally agreed
definition of the term ‘program’ {evidence, pp. 582, 583). Finance said that the term
can be defined in different ways and at different levels of aggregation but is usually
interpreted as covering a group of activities designed to achieve specific government
objectives (Exhibit 33, p. 286). The Commlttec suggests thdt a program statement has

- four basic features: : : T

et 1der1t1heq qpcciﬁc po icy objectives laid down bv govérnment;
e it specmes alt the activities that conmbute to the objectives; _
o itidentifies the resources and costs required to achieve the objectives; and
® itcontains measurements or assessments of outputs.
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- 66. The information reqﬁired for a program statement can be illustrated from
‘one of the inquiries the Committee has undcrtaken:Aceommoddmon for Mdrned
Servicemen (see page 22). - : :

67. To obtain program costs it may be necessary to draw togethcr information -

from vartous appropriation items and trust accounts. Allocation of overheads (admin-
-istrative costs) Is an important compenent of cost though it may someiimes be difficult
‘to obtain precise figures. Some degree of approximation would be acceptable. As
program statements are developed it should become possible over time to identify the
full costs of a program in order to facilitate a more complete evaluation of effec-
tiveness. Referring to the example on page 22, since rents servicemen pay are below
market levels, it would be necessary to indicate the implicit cost of this concession.
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EXAMPLE OF A PROGRAM STATEMENT

(ACCOMMODATION FOR MARRIED SERVICEMEN)

1. Program Objectives

‘Provision of adequate housing at the right place and right time to servicemen (be-
cause this is) quite fundamental in the retention of a velunteer service.’

. Source: Australia, Parliament, dccommaodation for Married Servicemen: Report

. . from the House of Representatives Standing Committee on Expenditure
(_R. V.Gar_iand,Chairman)Parl. Paper _99,_Canberra 1_9'/'7. o

Pragram Activities

@

Specification of physical standards for servicemen’s housing.

Provision of housing by:

—loans to States o build houses for exclusive use by servicemen;
—Commonwealth construction by Department of Housing and Construction;
—purchase and hiring through Deparunent of Administrative Services.

Rental allowance for those who are pot heused in Commonwealth owned or
controlled dwellings.

Setting of rents (Group Rent Scheme) to cover outlays and to meet equity
objectives in relation to salary and housing quality.

Program Costs (and Revenue)

Year
£m

Costs
l. Purchase
2. Build

—States

—Department of H & C
3. Repairs and Maintenance
4. Rent

~Hirings

—Temporary Rental

Allowance
5. Administration Costs
TOTAL COSTS

Revenue
6. Rents

Explanatory notes: to be added as required

4,

Cutput! Effectiveness Measures

{(forexample)
Proporiion of housing that meets the physical standards
—over a number of years
Proportion of housing unoccupied due to:
~—being unfit for occupation
—inappropriate location




68. The ultimate purpose of program statements is to enable programs to be
evaluated. Indicators of output or assessment of effectiveness are an essential ingredi-
-ent. The development of indicators may take time. In the example given it should be
easy to measure, over time, the percentage of housing which meets the physical stan-
dards specified. It is much more difficult to assess the effect of the lack of adequate
housm gon the attraction and retention of servicemen. K

- 69. The Committee sees srgnrhednt beneﬁis from the developmem preparatron
and publication of program statements. They would give both departments and
‘goveraments a better information system with which to apalyse on a continuous basis

- what has been achieved in the pursuit of policies, and to determine whether corrective

 action is necessczry or how improved p{,rformance can be obtained. Program state-

ments would assist the Parliament as well. They would provrde an information base

* for the Parliament to discuss public expenditure and priorities in a more meaningful

way, and permit systematic scrutiny of programs by committees, such as the Expendi-

ture Committee. Other committees that investigate administrative efficiency might
also be able to assess performance of deépartments, or units within them, in a way not
possible at present. However, development of program statements is not a panacea
for im provmg the effecnveness or efficien cy of the use of resources in the public sector.

- 70. Several departments supported development ofa program type mformdtron
system The Secretary of the Department of Transport said his Department was work-
ing towards a program approach to forward estimates {evidence, p. 320). He saw sev-
eral advantages of this approach and said it allows management ‘to get a measure of
output as opposed to input’, to consider alternatives and to assist in the determination
-of prroritzes{evrdence pp. 330, 346). The Auditor-General said program information
would ‘assist any evaluation by my office of the level of economy and efficiency
achieved by the organisation’ (evidence, p. 559). The Under-Secretary of the Depart-
ment of the Prime Minister and Cabinet said that if more resources were available
and the question was where they could be best devoted then ‘the general thrust of the
Committee’s approach towards greater provision (of information) on a program
basis would be a high priority” (evidence, p. 630) :

7. The Department of Finance gave qualified support for the Comrmttee sidea
for the d_evelo_pment of a program information system. The Department said there
-were a ‘sufficient number of qualifications to make it difficult . . . .to give
unqualified support’ (evidence, p. 580). The major reason for qualified support was
Finance’s view that Statement No. 3 provided outlays classified according to func-
tions (defence, education, health) and that the further developments of this Slate-
ment would satisfy the Committee’s needs. :

- 72, While the development of the functional classification has contributed to a
better discussion of public expenditure, its Emitations have been recognised. It is said
that the functional information dees not, as a rule, ‘purpost t¢ represent detailed
purpose-orientated sub-functions or programs; on the whole it is not possible, for
example, to dissect administrative outlays of departments and to allocate them to par-
ticular sub-functions’.” It is the spending departments which are responsible for the

9. Appendix to the Budget Statements, Budget Paper No. 1, 1978-79,p. 217.
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" implementation of programs designed to contribute to governmenr objectives. There-
fore, the scrutiny function of Parliament, and the review functions of the administra-
tion, requires information which, in the first instance, is identified according to
departmental responsibilities. With some exceptions, it would seem that the develop-

“ment of a program orientation within departments is very limited. The initial effort

. required to obtain a significant movement towards program statement oriented infor-
mation must come from departments rather than from Finance. Departments must be
cmourdged to develop the necessary orientation and they should do the preparatory
work. But it is also necessary for Finance, because of its experience and co-ordinating
Jole to take an interest in the preparation of program statements, and particularly to.
assist in the development of comparabil ity in the information provided. To date,
‘while Fmdme is aware of efforts being made to, mtroduu, program information on a

. _dcpartmenmi basis, it has not been invo tved in. such activities and has not evaludted
success or progress (Exhibit 10, p. E53) o

73, The Commmee does not bel;cvc th.:i{ further reﬁncmcnt of £hc funcuonai
classification by Finance would yield the highest return to effort at this stage. In saying
this, we do not wish to discourage any changes which would improve the available in-
formation. It is recognised that resources available for such tasks are limited, and it is
information from dcpértments that is the crucial element in the first instance. Im-
provements in the functional cldssmcatlon WJI of necessuy f()ll(}w lmprovemcm% in
the underlying information base.

- 74, The Committee reiterates that whal itis scckmiD is not ju>t cost mformdnon
_ but this information linked with objectives and output/effectiveness . measures.
- Finance says that one difficulty with this approach is the lack of a uniform way of
‘marrying together the organisational structures with the expenditure structures of’
programs (evidence, p. 584). This difficulty has not been put to us by the other de-
partments which appeared before the Committee at public hearings or other depart-

- ments which presented submissions. They were asked to comment on the value of

program siatements. The responses indicated that a number of depurtments were
experimenting with such information, others were considering its development, while
still others saw the need or advantages but also recognised pamculdr probiems. One
or two others such as the Department of the Prime Minister and Cabinet and the
Depdftmem of Primary Industry said that bccausc they were pollcy advising’ depart-
_ments, the corcept was inappropriate for them (Exhibits 13-30, pp. 161-263). The
latter Department administers programs that cost over $300m (see Budget Paper No.
4, pp 37 and 38) and the Committee is not convinced that the Department of Pri-
mary Industry or any other depdrtmcnt should be exempted from the prapardtmn ()f
program statements. ' '

.75, 'The former Dcpdrtmcnt of Empioymt_nt and Indusmal Relauons spoke of
“some difficulties of a program approach, but said that pr ogram mformdnon would be
“more useful to the Parliament. The department related program statements to struc-
wred information, without which it said departments and governments are forced to
make decisions more arbltranly than they would wish (Exhibit 35). The strongest
“support for the program approach came from the Secretary of the Department of
Transport. After examining the transcripts of evidence he concluded that ‘to suggest
“that all attempts at using functions, objectives, activities.and programs as a basis for
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improving resource allocation are ineffectual is, however, neither logical nor -sup-
ported by overseas evidence’. ‘He recognised that program presentation of expendi-
ture would need to be an cvoiuuonary process which requires the Support of the co-
ordmdting &uthonties and the Parliament itself (Exhibit 33 ). .

76. Notwithstanding the qualifications of Finance, the Committee sees thc de-
vclepmcnt of program statements as necessary for more effective parliamentary scru-
tiny of public expenditure. Such statements should be prepared by ali departments for
all their activities and should be présented to the Parliament at budget time. Finance
should have an advising and co- -ordinating role. The Committee remgmses that de-

' velopment of these statements may be slow. Tt has been said that ‘there is a very poot
perceptmn throughout the public service of the nature of a program objective””

77. Some departmcnts raised the quest;on of the costs of prowdmg mformauon
' (ewdence p- 548) The Committee’s belief is that the benefits to governments and the
Parliament in the development of program statements would outwelgh the likely
costs associated with them. Difficulties that may be experienced in preparing all
BXPCI’ldlture in program statements should not be a reason for delaying the presen-
tation of this 1nformat10n to thc Parlmmcm Agdmst thlS background fhe Commzttee
iecommends that: _ : o : SR

(a) the Govemmen[ encourage the develo])ment of progmm smtememv by all

departments; .y

{b) before preparing such statements departments consult with the Department of
Finance which should have a co-ordinating role;

{c) the Departmem of Finance should confer with the House of Represematwes
Szandmg Committee on Expenditure; and

- (d) ‘the Government require departments which have prepared such statements
(for all or some of the programs they administer) to pub[zsh these statements
s00n aﬂer the Budger is presented to the House,

Otiu_r Developmem‘;

~78. Finance is considering some changes in budget data (notably in respect of
: Budget Paper No. 4) so as to better assist readers to identify and track particular
transactions through the different budget documents. The Committee was given a
submission which sets out departmental thinking on a possible change in the format
of Budget Paper No. 4. This submission is reproduced at Appendix 3 for the purpose
" of stimulating general discussion. '

79. The RCAGA Report said that the Treasury—presumably now Finance—
should take up with the appropriate parliamentary committee ‘the possibility of revis-
ing the scheduie to the annual Appropriation Bills (the Estimates) to allow presen-
tation of proposed expenditure in a form that will more adequately refiect
. programs . . . This subject has been examined by Treasury/Finance for some
~time but work pressures have restricted progress (evidence, p. 580). The Committee

20. N, V. Walker, *Lfficiency and Eﬁ”eu;lvcncsx Problems of Assessment’, Am{mhan Journal of Public /fdmimmanan
- XXV, 4 December 1977, p. 350.

21, RCAGA, Reperi, p. 374
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believes this work should be brought o a conclusion and placed before the Parlia-

ment as soon as possible. Several departments said that changes in the format of the

appropriations were necessary as a prerequisite for the development of program cost

information or to improve the Scope for more efficient financial management; or for
~ both reasons. :

80. Although a change of emphasis from INpuUts to programs and r_elat_ed outputs

might have a number of advantages, it is therefore not one to be decided lightly. Ap-.

propriations form the basis of the scrutiny of compliance in the use of public funds—a
scrutiny which is facilitated by the present clear relationship between appropriations
and .the transactions to which those appropriations.are devoted. The Auditor-
General, referring to Canadian experience where the broad descriptions of Appropri-
ation Bills make it difficult to determine whether or not funds appropriated by the
Parliament are used for the purposes the Parliament had intended, pointed to prob-

lems in a chdnoeover to the more functionaliy oriented progrdm type dppropmauons o

(e\udencc p- 564). . .
81. Inviewofthe suggesied 1mportdnce of this ldca the Commzrfee reCommendj

that: S :

The Govemment provide Parliament with a paper that outlines the advamage?

‘and disadvantages of changing the annual Appropriation Bills from lheu present

form to one whuh records the estimates in aprogramfor mat.

KEVIN M. CAIRNS
" Chairman
22 February 1979
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APPENDIX 1. A DESCRIPTION OF THE BUDGET

'_-Hls tory

i Although certain of the importdnt elements anderlymg the process may be
“identified as far-back as Federation {e.g. Constitutional provisions for appropriation
. of funds) most of the current process, which is essentially internal to the Executive
. and administration, represents the evolution of practices and conventions over the
years. Thas Appendix does not attempt to irace their history.

2. The 1970s have scen several important developmenis in, or bearing on, the
process. These include the implementation of a formal system of forward estimates of
expenditure (1971); the adoption of the functional classification of outlays and other
changes aimed at improving the presentation of information in the budget papers
(1973); the implementation of a formal system to control forward commitments of
expenditure {1976) and the decisions by the Government to (a) create from the De-
partment of the Treasury a separate Department of Finance 1o review, examine and
e'valuate_public _expendiwre and administer the Public Account, and to (b) place
greater emphasis on priorities review and evaluation work in government { December
1976)‘ Any description and discussion of these processes is, inevitably, in some
d&nger of bemgD outof ddte bcfore Itisfi mshed

3 Dldgram I eutimes the expendliure processes and the months in which they
take place. The dates shown are appmmmate and depend on pamculdr circumstances
at the time (e & electmn year). -

The Fer.ird Esnmates Process

- 4. From Parliament’s point of view the Budget process commences with the
_presentation of the Budget (usually in August) and ends with the presentation of the
Auditor-General’s feport {usually in September the next year) and its subsequent
examination by the PAC. But the process of preparing for the next Budget now starts
within weeks of the presentdtlon of the current Budget to Parliament, wuh the calling
upofthe forward estimates of expenditure : :

5. Finance described the basic purpose of the system of Forward Estimates of
Expenditure as being to make Ministers collectively aware of the future costs of exist-
ing and proposed activities and thus to provide a rational framework within which
Ministers can make decisions affecting both the level and composition of government

1. ThePrime Minister's press statement, December 1976,

2. For the sake of eomple[eness the diagram also mdlcates pmeesses subsequent to the presentation of the Budget to
Parliament. .
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spending in the short and medium term. Implememdtlon ofa system of forward estl-
mates of expenditure has been a common fearure of the efforts by governments 1o im-
prove the formulation and management of expenditure plans in a situation of grow-
ing scope, size and Lomplex;ty of government involvement n the management of
national affairs. : : S
6. The Commonwealth Treasury began co%lecting forward estimat_es in the mid

1960s. At first collection was on an informal basis and the estimates related only to
existing activities. Ministers did not participate in their preparamon and the estimates
‘were not scrutinised in any detail. The forward estimates were, in effect, an attempt to
obtain a rough measure of the cost in future years of contmumg exmung activities,

7. The formai system of forward EStllTld{CS was 1mroduced in 1971 Four fea—
tures of this system were: : '

. {a) estimates were qummd not only for existing activiues, bur dlso for all exten-
sions to existing activities and new. propgsals which 1nd1v1dua£ M;msters
intended bringing forward; e SRR . :

(b) Ministers participated in the prcparanon of the estimates 4nd approvgd the

. estimates finally submitted by their depariments S -

" -(6} Trcasury {now Finance) exer{:lsed hmlted scrutmy of the bids submxttcd and

(d) the estimates related only to those items or activities Whmh formed pdrt of

" the Budget ‘(Statutory authorities and others not covered wholly by the

- Budget were required 1o pmmde esuma&s only in respect of those ztems
“which had directimpact on the Budget.) - : :

8. At first, the collection and processing of the forward estimates was qmze scp~
arate from the budget process. However, the necessity to collect only a truncated one-
year round m January 1976 marked a major change, in that the forward estimates
_pr0v1ded a first view of the Budget prospects for 1976-77 and facilitated the commis-
- sioning of further detailed work on spending options leading up to the 1976~77
Budget. Since then, the timetable has been arranged so that the forward estimates
‘form an integral part of the budget formulation process. In October 1978 it was de-
cided to restrict forward estimates to approved and on-going programs and activities,
Separate arrangements were made to deal with new proposals, thus avoiding the
:overlap and duplication which is said to have occurred in the past when some new
~ proposals were conmdered in the forward esumates context and dgam in Budget
'Labmetproper ' DR SRRETR -

.+ 8. The preparation of forward estunates commences in October when, on the
basis of broad guidelines laid down by Cabinet, Finance circularises all departments
-and specified statutory authorities about the information required. In January, this in-
formation, endorsed by Ministers, is supplied to Finance, which in February~March
processes the information by, for example, converting it to a functional format and re-
‘ducing it to a commeon price base. This adjustment is needed to reveal more clearly
the underlying trends in resource requirements. The report which Finance gives its
Minister is essentially statistical, :

16.  In mid March the Treasurer and the Mmmer for Fmdnce submit the report
to Cabinet together with proposals for action. Since the forward estimates add up in-
variably to too much for the next financial year, Cabinet establishes a process by
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which it can obtain advice on how 10 reduce the totals in the forward estimates. In
1977-78 Cabinet appointed an ‘officials committee” comprising representatives from
PM & C and Finance. The task of this committee was to look at every item ofexpendi-
ture 1n which it seemed there were poss;bﬁmes for the government to make savings.
The committee was to make no recommendations but listed options for Ministers to
- look at (evidence, pp. 21 and 22) after discussions with departments. In 1978-79 the
options for reducing the forward estimates were prcsented to Cabinet in a serigs of
papers prepared. Jomtly by PM & C, Finance, Treasury and the relevant spendmg
depdrtments :
11. Decisions resul ting from Mmlstenal COH‘QldErdthﬂ of options are incorpor-
- ated by departmerits in the “first bids’ for the Budget. Thus forward csmmdtes as they
- are used at present, are little more than early first bids. S
12, - The Committee took evidence from two spendmg departments (}“mnsport
_and hHCD) on their participation in the forward estimates. In formulating the for-
ward estimates, both departments co- -ordinate the preparation of draft forward esti-
‘mates, inc udmg options, through formal committee systems. These draft forward es-
limates ar¢ then discussed with the Minister and, as necessary, further options

'pu;suud or the estimates refined. In response to Committee questions on the formu-

lation of options and priorities, both departments were clear that this is not amenable
10 mechanical rules, but rather was a subjective matter requiring consideration of out-
* standing commitments, operational needs, actual and potential effectiveness of acrivi-
ties and interpretation of government policies. More particularly, both departments
_“believe that the process can be improved by a program presentation which focuses on
particular output or end objectives, rather than through a simple aggregation of re-
source inputs under the present system. Both-departments were critical of the previous
officials committee process and saw the 1978 arrangements as a potential improve-
ment because of their more direct involvement in the advice on options. The depart-
ments did, of course, have oppo:{{um{y to brief thelr Mmzst(.rs on opﬂom dlrectly
' aﬁ"ectm g té}em . :

'T he Budget eqlmates

13, ~Departmenis are reqmred 0 submit thelr estimates for the ensumg ﬁndnmal
-year by end April or early May. The main rules covering preparation of these esti-
mates are contained in Estimates Memoranda and Instructions issued peniodically by

Finance, supplemented by the Finance Directions (see Exhibit 3). The government

“may also give specific guidance—in the form of provisional staff ceilings or limits on

~real increases In specified categortes of expenditure. These co-calted ‘first bids’ relate

to existing activities or items for which Cabinet approval already exists. New policies

- and programs are excluded at this stage dnd handled ina pam[lel process begmnmg
atend June. T L
14, "i he main activities and timing of the budget estimates are:

.March Finance issues Estimates Memoranda ca lmg for hrsi bids and mdlc_atmg {he
timetable of events leading up to the Budget. :
End April (up te mid May): Departments prepare and submit Munstenaliy endor;cd
first bids. The information is submitted in appropriation item formdt and 18 supportcd
_ 'by detazled explanations. . : -
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May-mid June: Bids are examined by Finance officers and discussed with depart-
ments. Where agreement cannot be reached between officers,the matter may be
raised for consideration by the Permanent Heads or ultimately the Ministers. If dis-
agreement persists, the item will become a ‘disagreed bid’, Towards the end of June,
Finance prepares a budget submission showing the cost in the next financial year of
all existing activities (excluding disagreed bids). Finance also prepares a submission
on the disdgreed bids of each department. Premiers’ Conference and Loan Council
meetings are also held in this period as are pre- budget d15w<;510ns between Mm;sters
industry representatives and others.

End June: Ministers lodge Cabinet submissions on new or cxtended pmgrams
Finance prepares briefing notes for its Minister on all submissions. :

July: Budget Cabinet meets over several days in the first half of July. Departments
adjust bids to incorporate Cabinet decisions and salary/price variations agreed w1th
Finance up to carly July. Treasury prepares Budget documents

Mid Augu st: Budget presented to Parliamem

August-November: Budget Debate Appropnanon Bli}s considez‘ed by the House of
' Representatives and Senate. :

- 15. Individual departments are responsibie foz preparing their budget b;ds for
existing activities; discussing and reaching agreement with Finance on those bids;
preparing Cabinet submissions for and advising the Minister on proposals for new or
-extended programs and revising their budget estimates in accordance with executive
decisions. Departments prepare their “first bids” generally on the basis of prices ruling
at the time of preparation and in conformity with guidelines and decisions emanating
from the Executive. A particularly important guideline in recent times is the pro-
visional staff ceilings, for which the forward estimates of staff provide an input. The
processes in Transport and EHCD are similar to their forward estimates of expendi-
ture, but somewhai simpler because of the existence of decisions and guidance arising
from the forward estimates process. The discussion of these bids with Finance gener-
ally takes place in two phases-preliminary discussion aimed at clarifying particular
aspects of the bids followed by subsequent more concentrated face-to-face dis-
cussions. This latter phase may invelve hard bargaining with the referraj of some
items to higher echelons and ultimatety to Ministers. If agreement is not reached the
item will become a ‘disagreed bid® on which Finance makes a Cabinet submissiorn.
Depariments do not participate in the preparation of that submission but, being
aware of the items and nature of the disagreement, brief their Minister for the dis-
cussion in Budget Cabinet. Again Transport and EHCD both commented -on the
value of the program approach and the difficulties of properly considering needs and
implications under the conventional approach based on conmdemtmn of
departmentai-wide, input-type appropriations. -

16. Because of their roles as primary advisers for matters coming within thmr
Minister’s portfolios, departments are responsible for the drafling of Cabinet sub-
missions for new or extended activities. All submissions are subject to overriding re-
qairefnenis for consultation with other departments affected {e.g. Finance, for sub-
missions needing expenditure) and they have a right for their views to he
incorporated in the submission. : :
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17. - Finance described its examination of the first bids as requiring, firstly, the
identification of authority for the activities (items which do not have proper authority
are excluded and must be agreed at ministerial level); secondly, conformity with the
guidelines for preparation of the estimates; and thirdly, the testing of the ‘realism’ of
the bids in relation to the assumptions made and tasks to he performed. The whole
process has been characterised as ‘pragmatic’ (evidence, pp. 33-4). In the case of
special appropriations, it is necessary to estimate how much might be s'pent the
amount that will be spent is determined by the relevant legislation. In other cases, the
- Executive may set overall limits on particular classes of expenditure, and these limits
may be expressed in simple dollar terms or as ‘real” dollar movements compared with
“the previous year (eg furniture and fittings, evidence, p. 53). In yet other cases
judgments—Finance vis-a-vis the spending department—may differ. Here Finance
recognises the better appreciation by departments of their own internal requirements
‘but noted the need to take an overall view across all departments, There are attempts
on both sides to keep disagreed bids to a minimum. In 197778 there were fifteen
items totalling some $8 million (out of a Budget of some $25 thousand million), sub-
mitted to Cabinet (evidence, pp. 52-3). Despite the relatively small amounts, the de-
vice (referral to Cabinet) is seen by Finance to be imporiant in promoting de-
* partmental co- operdtmn in an area (esamatmg} where judgmen{s defcr (evxdence

pp. 53-4).

18, Because of the reqmremcm for Finance 0 be consulted on Cabmet sub—
missions with an expenditure content the Department receives proposals for new
activities or extensions of old ones, The amount of consultation is subject to time con-

'_ stramts (ev1dence p 7). The M1n15ter for Finance is br1efed on ali such submissions.

19 In the overall pe]u,y sense¢ Treasury retains a significant interest in. the
'expendnure side of the Budget. In those cases where Treasury considers that some
aspect of expenditure should receive ministerial attention, it advises the Treasurer ac-

cordingly (evidence, p. 181). Treasury’s advice is related to, firstly, the need for
expenditure restraint or expansion; secondly, the assessment of the economic impli-
cations of new or existing policies; and thirdly, the analysis of treads in the economy
that may affect public expenditure—prices, employment and other general economic
factors such as the demand for housing (evidence, pp. 144-9). Advice is given to
Tinance on such things as prices and employment to be used in the guidelines for the
forward and budget estimates. In all this work, Treasury makes use of expenditure
data provided by Finance and its own access to Cabinet submissions and decisions.
Arrangements exist for co-ordination between Treasury and Finance—particularly in
the budget process—as well as in joint advice to their respectwe Ministers, as for
.example throtgh a system of jointly signed minutes. :

©20. “The Department of Prime Minister and Cabinet said that since it advises the
Prime Minister on all matters he seeks advice on, the Depariment would participate
in the budget process at various points in time. The extent of departmental work de-
pends on the nature of the budgetary problems faced by the government and the de-
gree of consensus about how thesé might be resoived. As the strategy evolves so does
‘the Prime Minister’s interest increase, with a corresponding increase in the Depart-
ment’s work In this area (evidence, pp. 196 and [97). The Department has an Econ-
omic Division which co-ordinates advice on economic conditions and policy and until
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recently a Pr1or1£1es and Evaluauon Division which advised on forward planmng dnd
strategy, evaluated programs and identified priority pohcy and programs.’

S N Dll‘ect participation by 1 the Public Service Board in the budget proceqs is
limited to manpower aspects arising from the staff ceil m gs or other requests for advice
by the Prime Minister or Cabinet. In the Board’s view, manpower needs largely flow
from decisions on policy rather than determine the policy. Much of the Board’s work
is in the organising of staff resources in response to those decisions (evidence, pp. 257,
258). In recent years the Board has had ‘observes’ status at Finance- depdrtmentdl
discussions of the budget bids, allowing the Bocud 0 beuame more aware ofdevelop
ments in and detaiks of depdrtmentdi dctmues S

_ Forward Lshmate% of ‘\fianpower

°22. The system, of forward esumates of mManpower was cstabhshcd by the Board
in 1975, with the aim of improving the planning for manpower needs both at.a de-
partmental and service-wide level. The process, which somewhat paraﬂeis that for the
forward estimates of expenditure, starts in late October and ends in February- March
_ when the Board reports o the Prime Minister. ;
: 23. . The processes, subsequent to the Board’s report hdve vamd f)ul generdlly
have encompdssed the operauon of an interdepartmental committee (the Staff Ceil-,
ings Committee) compnsmg PM&C (chairman), the Board, Finance dnd/or the

“ Treasury, to examine and report to. the Prime Minister on what they saw as the sta-

fiing needs of departments in the next financial year. That examination takes account
of relevant government decisions and the xmphcauons of options. Following consider-
ation of that report, prowsmndi staff ceilings have been decided upon and advised to
' -depdrtmems to form the basis of departmental “first bids’. Those provisional staff ceil-

ings have then been revised as a result of Budget Cabinet decisions and the re]evant
expcndnurc estimates adjueted in thc Llosmg stagec, of th(, bud get proc,ess

C{)nlrol of Perward Commltments

24. In April 1976 the Government announced new arrangements for the control
of commitments to expenditure.’ This action stemmed from the recognition that the
“critical stage in expenditure control was not the payment stage but rather at that point
where the decision was made to commit the Government to expenditare, Commii-
ments from prior years can largely predetermine the requirements for expenditure in
any year with a consequent loss of ﬁemblhty for. governmeat action, pfmu,uiariy In
times of financial restraint. : : : s

‘25, Despite the importance of controllmg commitments there had up o that

* time, been no comprehensive, on-going system and thus no clear pictare of the extent

to which prier commitunents would lmut ﬁndnual options in future years. As a result,
the Government decided that: : - : :

- for budget planning purposes and to assist it in the task of expenditure coniml it should
have available 10 it, when it is considering its budget options, comprehensive information

3. Commonwegith Gavemmcm Directory 1978, Amtrdlzdn GovemmemPub ishing Service, (,anherra 1978, p 223
4. Press release by the Freasurer, l9ApriI 1576— Exhjan pp.41- 3. :
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"on both existing and proposed commitments and should be enabled to regulate, in a sys-
- tematic way and consistently with its overail budget strategy, the extent 10 which commit-
. ments that would reguire future budget allocations might be made ~. . " The central
‘feature of the new procedures is the application across the broad range of buéget expendi-
tures of a forward programming system, similar.in broad concept to systematic arrange-
. ments which have been built up over the years in respect of the Civil Works Program and
.certain other categories of expenditure . . . . (This system will apply) . . . not
“only to commitments of expenditures financed 'Dy means of annual appropriations but alse
.+ to comitments for expenditure from special appropriations, other than in cases where the
" -amounts ‘and ummg . oelare ﬁrmly predetermined by Lo the relevant
- Jegislation.® . - : g .

726, Certain cdtcgones of expendlture are exduded from the commltments
'syslem —salaries and ‘allowances; overtime; travelling and sub51stence and postdgc
telegrams and telephone expenses— —while special arrangements may “apply to com-
“mitments to be funded wholly out of Supply or items in Appropriation Bills Nos 1 and

2. The umetabie and process are broadly similar to that for the Budget estxmates '

27. The process is, however, entirely internal to the governmcnt and the com-
mitment levels approved in Budget C abinet are not advised to Parliament. The ques-
tion of whether Parliament should receive this mformauon 1s relevant 1o any dis-
cussion ofits role in budget formuIatmn I - :

: Supply . S . .
28, Because the Budget is not passed before the start of the ﬁnanczal year itis
riecessary to seek authority of the Partiament for expendlture 50 that the on-going
- administration and activities may continue until the Budget is passed. Estimates of re-

qmrements in the Supply perlod (customarﬂy fwe months) are sought from depart~
‘ments in March each year. .

29, A convenuona! rule of thumb is to aiiow ﬁvc tweiﬂhs of the Iates{ rewsed es-
timates for the current year. However acijustmez}ts are made to exclude extraordinary
items affecting only the current year, while extraordinary items (not of a new policy
nature) to be met in the Supply period are included. The Suppty Bills are submitted to
~ Parliament, after cons1derat1on by Cabmet for passage before the Parhament nses in

edrly June. :

" 5. ibid,, pp. 45, 46.
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APPENDIX 2. THE CONDUCT OF THE lNQUIRY
WITNESSE‘S AND EVIDFNCE e

Conduct of the Inquiry

- L The Committee resolved on 2 J une 1977 to mqmre mto the Budget Estimates.
The inquiry divided into a number of phases. It commenced by the Committee direct-
ing its attengion to four aspects of the budget process’, taking evidence in the last haif
of 1977 from the so-called central or co-ordinating authorities—the Departments of
Finance (Finance), Treasury, Prime Minister and Cabinet (PM&C) and the Public
Service Board (the PSB). In early 1978, after the Comumittee was reconstituted in the
3ist Parliament, evidence was taken from two spending or operational departments—
the Departments of Transpori (Transport) and Environment, Housmg and ( om-
mumty Deveiopment (EHCD). :

~ 2. After considering the evidence obtained the Commmee deuded to restrict its
mqu[ry to those processes leading up to the presentation of the Budget to Parliament.
It wrote to all Members and Senators inviting their views on the ddequacy of the in-
formation provided to Parliament for its purposes of financial scrutiny. Letters were
also written to several departments seeking material on the presentation of infor-
mation by programs. During the third phase, in the second half of 1978, the Com-
mittee evolved certain propositions, and put them to Finance, the PSB, PM&C and
the Auditor-General. These propositions were subsequently discussed with them at
public hearings. The Committee also had private discussions with the Rt Hon. Sir
William McMahon, MLP., the Hon. C. Cameron, M.P., the Hon. G. Bryant, M.P. and
thL Hon. F. Crean, who was a member of the Commiitec in the 30th Parliament.

o 3, In the final phése the Commutee dellberated on the report. Unlike prc\nous
reports, this one goes considerably beyond the evidence taken. This is reflected in the
title of the report, which is considerably wider than the original inquiry title. .
Witnesses
Birch, MrG.A. . . . . First Assistant Secretary

Finance and Commercial Division
Department of Transport
Carmody, Mr A. T. (later Sir '

Alan),CBE. . . . . Seceretary
Department of the Prime Minister and Cabinet
Castles, MrL . . . . . Under-Secretary
Department of the Prime Minister and Cabinet
Codd, MrM.H. . . . . First Assistant Secretary

Priorities and Evaluation Division
Department of the Prime Minister and Cabinet

L. These were: the processes by which the Estimates were formulated, including the roles of the Public Service and the
Cabinet; the processes by which Finaace controls actual spending during the financial year, the role of the lorward est-
mates; and the natre of the information provided in the Budget documents {evidence, pr. 3),
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“Cole, MrR. W.

Cushing, Mr w. L.

Daniel, Mr R., O.B.E.

' Fisher, Me N. W. F.
.Fr_ase{, M:rB. W,
Gawan-Taylor, Mr M.

Glean, Mr G. G.

G_us_tér, MrAE

Halton, Mr C. C.

Hig.gir}s, DrCI '
- _.H.unt'er,Mr.J. '
Lagsdown_, MrR.B.

_Sainsbury, D. 1.,

| Sha_nr:_, MrK.C.O,CB.E.

‘Steele Craik, Mr D. R,

. OBE.

Secretary -
Depariment of Fmance
Assistant Secretary

" Evaluation Branch
'"Departmeni of Environment, Housing and Com— :
- munity Development

Deputy Secretary (General )

' Department of the Treasury

First Assistant Secretary
Development Division

Department of Environment, Housing and Com-

- munity Development

- First Assistant Secretary
- General Expenditure Division

Department of Finance

First Assistant Sccretary

Strategic Planning and Resource Allocation Division
Department of Transport

Depury Commissioner

Public Service Board

" First Assisiant Commissioner
- Development Division
Public Service Board

Secretrary

- Depariment of Transport

‘Assistant Secretary

* - Fiscal and Monetary Policy Brdnch
“Department of the Treasury
- First Assistant Secretary -
:Accounting and Supply Division

Department of Finance

- Acting First Assistant Secretary
“Social Security Division

Department of Finance

Secretary

Department of -Environment, Housing and Com-
- muaity Development

- Assistant Secretary ..

Expenditure Policy Branch
General Expenditure Division
Department of Finance

-Chairman

Pub]_xc. Service Board

“Auditor-General
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Taylor, Mr1.C. . . . . Commissioner -
- Public Service Board
Thompson, Mr R. H. J. . First Assistant Secretary
Management Services Division
Depaftmem of Transport
Twige, MrG.E. . . . . Director of Audit
' Auditor-General s Office

Wheeler, Sir Frederick,- o
CB.E « « e« . . Secretary

Department of the Treasury
Woodward, Mr L. B. . . First Assistant Commissioner
Departmental Operations Division
Public Service Board
Young, MrR.J. . . . .. Commissioner
Public Service Board

Evidence :

- 4. Evidence was taken by the Committee appointed during the 30th Parliament
at an in camera hearing with the Department of Finance on 19 August 1977 (the evi-
dence taken at this in camera hearing was authorised for publication on 5 October
1977} and at public hearings with the Department of the Treasury on 16 September
1977, the Department of the Prime Minister and Cabinet and the Public Service
~ Board on 7 October 1977. Evidence was taken by the Committee appointed during

the 31st Parliament at public hearings with the Department of Transport on 7 April
1978, the Departments of Transport and Environment, Housing and Community De-
velopment on 19 April 1978, the Public Service Board and the Auditor-General’s
Office on 25 August 1978 and the Departments of Finance and Prime Minister and
Cabineton 31 August 1978,

5.  Altogether the committees appointed during the 36th and 31st Parliaments
held one in camera hearing (evidence subsequently published ), seven public hearings
and twenty-six private meetings.

6. The Committee also received submissions which were treated as Exhibits and
has authorised publication of these, as follows:

INDEX OF PUBLISHED EXHIBITS

Exhibit
Number Page
1 Submission from Department of Finance dated 22 August
1977 e e e 1-3
2 Submission from Department of Finance dated 23 August

1977 and Budget Circulars Nos 1-9 inclusive’ . . . . . 4-6
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Exhibnt :
Number Page
3 Submission from Department of Finance dated 26 August

1977, ‘Estimates Memoranda® (1977) 1-17 inclusive,

Treasurer press release No. 78 dated 19 April 1976, Treasury

Circulars Nos 1976-8 and 1976-14 and Finance Circular No.

1977-7 and document .entitled Finance Directions—

Guidelines for the Preparation of Estimates . . oo 7-55
4 Submission from Department of Finance dated 29 August

1977, attachments and Organisation Chart from the Depart-

ment of Finance> . . . . . . . . . . . . . L. 56-94
5 Submission frem Department of Finance dated 1 September

1977 and paper entitled ‘Financial Arrangements for

Commonwealth Statutory Authorities” . . o 95-99
6 Submission from Department of Finance dated September

1977 and Tables I to Vinclusive .. . . . . . . . . . 100-]128
7 Submission from Department of Finance dated 2 September :

1977 and paper on Forward Estimates . . . . . ... . 129-145
8 Submission from Department of Finance dated 2 September

1977 an training courses/seminars on financial management 146147

9 Submission from Department of Finance dated 5 September
1977 and paper on Procedures for Advice on Reductions in
Expenditure Proposals’ e
10 . Submission from Department of Finance dated 1”’ September
' 1977 and paper on Zero-Based Budgeting, Planning,
Programming, Budgeting and Associated Matters and four

journal articles on the above subject’ .o S L 148-154

11 . Submission from Department of Finance daled 22 September
' 1977 and a journal article on the U.K. Public Expenditure
Survey Committee (PESC)

12 Letter dated 14 July 1978 from Chairman of Committee to

o several departments . . 155-160

13 © Submission dated 26 July 1978 from the Departmcnt of Pn—
mary industry® . . 161-179

14 . Submission dated 28 July 1978 from the Departmem of Vet»
erans’ Affairs - 180-201

15 Submission dated 28 July 1978 from the Department of the
Capital Territory . . . . e Co. L 202-206

16 Submission dated I August 1978 from the Departmem of
Health . . . . 207-208

17 Submission dated 28 ju]y 1978 from the Dcpartmcnt of -

o Trade and Resources . . . 209

18 Submission dated 2 August 1978 from the Depdrtment of
Construction . . . . . . . . . . . . . . . . . 210212
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Exhibit
Number
_ 19

20
"
22

23

24

25

26

27

28
29
30
31

32

‘33

) 3

35

. Confidential; not published.

Submission dated 21 Juiy 1978 from the Attorney General s
Department ; C
Submission dated 31 JuEy 1978 from the Depdrtment of In—
dustry and Commierce® - . . S
Submission dated 4 August 1978 from the Department of
Science : N Do . R . -
Subrmission dated 4 Auuust 1978 from the Dcpartment of

- Defence

Submission daled 2 August 1978 from the Departmem af
Business and Consumer Affairs S
Submission dated 28 July E978 from the Dcpdrtmcnt of
Aboriginal Affairs’ ' - : ‘
Submission dated 3 Augﬂst 1978 from thc Dcpartment of
Immigration and Ethnic Affairs . :
Submission dated 7 Augjust 1978 from {he Department_of
Social Security ) o
Submission dated 28 July 1978 from tiuz Departmem of
Foreign Affairs ‘

Submission dated 1 August 1978 from the Depdrtment of

Education S Coe Co
Submission dated 1 August. 1978 from ihe Deparlmentlof
National Dwelopmem . ‘
Submission dated 2 August 19?8 fmm zhe Depd;{ment of
Productivity .

Submission dated 29 gf,ptember £978 from thc Pﬂb%ic Se;’vzce
Board - SR
Submission dated 17 Oc:tebes 1978 ﬁom ihe Departmem of
Finance . .
Submission dated 8 December 1978 from the Department Of
‘Transport _

Submission dated 13 Dccember 1978 from th{: Speakcr of 1he
House of Representaiives

Submission dated 24 August 1978 from the DLpartment of
Employment and Industrial Relations

Submission dated 24 May 1978 from mee%or (J S Rc1d
Department of Pelitics, University of WA PR

214
215-226
227240

241
242-243
244-245
246-247
248-250
251-255
256-259
260-263
264w274
275-282
283284
285-295
296-313

314-315

i
2. Organisation chart; not published:

3. Journal articles; aot pubiéshed.

4. Excluding publication Lovmmg the Department’s 1977.78 Estimages.
4. Lxclsding publication covering the Deparument’s 19?7 78 Esumates.
5. Excluding atiachments.




APP}LNDIX 3

Submissmn dated 17 October 1978 by the Depdrtme,m of Finance on possxble
-chdnaes inthe prescmatlon of bud get data, notably in respeu of Bud gct Pdper No.4

’_Pre%ntdtmn of the Budget E‘;nmdtes '

A n ewdcnce to the House of Reprascntdtwes Standing Committee on Expen-
diture on 31 August we undertook to outline some possible changes in the presen-
tation of appropriation data in Budget Paper No. 4--Estimates of Receipts and Sum-
mary of Estimated Expcndzture which were under c01151derat1on in the Department of

- hnance 'I}ns pdper 15 m respome to that undertdkmg

' Background

2. Ovcr the years eﬁ"orts have been made to improve 1he aval dblllty of data on
the Government’s expenditure proposals. Adequate information is necessary to help
-Parliamentarians determine not only whether funds approved by the Parliament are
: spent f or the purposcs mtended but also whether they are spcm wisely.

3, Of particular impor[ance in this connection is 1he emphasis on the functional
_or output approach, as distinct from the appropriation or input approach, in State-
ment No. 3 attached to the Budget Speech, which provides the most informative
account of the Government’s expenditure programs. Statement No. 3 is heavily orien-
tated towards functional groupings and major blocks of expenditure serving a com-
mon, purpose. Reflecting the additional information that has been added, this State-
—ment has almost doubled in size since it was first presented in 1973-74. Detailed
information on programs oi assistance to f)tdt{) dnd locad dUthOI’lthS is also prowdud
in BudgetPaer No. 7. : :

4. _Feedback from the Standing Committee on Expenditure and from other
quarters confirms that there is scope for further improvements in the presentation of
expenditure data. In parncular we are very conscious of the difficulties which arise at
~present because a department’s estimates are scatiered throughout several budget

papers in different {lLe. functional and appropiiation) formats. It is with a view to
overcoming these difficulties that we have been considering t_he possibility of changes
to Budget Paper No. 4 designed to bring together, for each department. all special
and annual approprmuom cross classif 1ed Au,ordmg to zhc fumuonal formdt in State- .
ment No. 3. :

5. By way of background also it should be noted that the general style of the
‘present Budget papers is based largely on the 62nd Report of the Joint Committee of
Public Accounts (JCPA) and subsequent discussions with that Committee. Two ob-
“servations of the JCPA in its 62nd Report (August E963) are pamw arly pertmem 80
far as reform ()fBUdéel Paper \Io 4 is concerned;
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8. . . . successive Committees have favoured the principle of financiat documents
being complementary to one another, rather than setf-contained. The l“redsury has now
agr eed with your Qommzttee s point of view in th;s matter
and o :

83. Having In mind our earlier comments regarding the reasonable effort that must be
made to examine and comprehend the somewhat complex, but nevertheless properly
delineated, facets of Commonwealth finance, your Committee consider that the data rela-
tive to this matter should be presented fully but in basic or factual form. This accords with
the principie we have noted in Chapter 1} concerning the desirability of persons reaching
their own conclusions from a given set of facts. Indeed, it would be an jmpossible task for
the Treasury or other departments to attempt to tabulate figures to meet the special re-

“quirements of each or every person interested in the public accounts or sections thereof,

6. The last-mentioned point is important. No manageable classification or tabu-
lation of Budget figures will satisfy the requirements of everyene who is interested in
them: different people are interested in different information, or at least the same in-
formation arranged in a different way. Moreover, as mentioned alréady, additional
information is being added continually to the Budget Papers. There are real limits,
however, to continuing to do this without both further perplexing the would-be user
and creating insupemb)c practical problems for those whose task it is 1o prepare the
documemanon In fact, it would appear that we are fast approaching these limits.

7. There is also a query here about the extent to which itis practical or desxrdble
for a central co-ordinating department like Finance to attempi to set out ail the details
of departmental expenditures. Individual departments should probably be looked to
to provide details of their ‘programs’, either in departmental annual reports or other
publications, or in response to specific questions addressed to them by bodies such as
the Standing Committee on Expenditure. (‘Program’ can be defined in different ways
and at different levels of aggregation but is usually interpreted as covering a group of
st]Vltles dc51gned to achieve specific government ObjCLUVLS )

Proposed changes

8. The changes we are contemplating would’ bring together in Budget Paper No.
4, for each department, all special and annual appropriations classified by broad
functional categories, and provide a link between that data and the functionally clas-
sified datain Statement No. 3 attached to the Budget Speech. An illustrative example
of the kind of presentation envisaged in respect of the Department of Health is
attached; in the case of a couple of departments {e.g. Administrative Services and
Construction) expenditures are spread across practically all functions. '

9. At present the only departmental summary of appropriations of the Con-
solidated Revenue Fund is the highly aggregated summary shown at Table 6 of

Budget Paper No. 4; Tabie 7 of that Paper provides details of all special appropri-

ation items while annual appropriation items are detailed in Appropriation Bills 1
and 2. The proposed changes envisage:
= bringing together special and annual appropriations o produce a 1otal CRF
dppropr;dtson plciure for each department )
® categorising—to the extent practicable—these appropriation data by broad
functional headings and providing a cross reference to the sub-functional blocks
within which the appropriation is recorded and described (in the case of the
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- more significant expenditures) in Statement No. 3—the major sub-functional
blocks in that Statement will be labelled a, b, cete;

¢ adjusting the appropriation totals (where appropriate) for other items to equate
to the outlay estimates reflected in Statement No. 3—these other Items include
certain receipts which are netted off expenditures, transactions of the Loan
Fund and Trust Fund, and other transactions which are treated as financing
ttems; and

e providing a functional summary of each department’s contribution to total
outlays.

10.  These changes should ease significantly the problems which those interested
in the budget estimates encounter at present in trying to track particular transactions
through the ditferent budget documents. They will not, however, eliminate these
kinds of problems altogether; as mentioned above, no classification system can expect
to anticipate or satisfy all needs—more detailed information on partdcular ‘programs’
will often have to be sought on a *one-off* basis.

"~ 11.  Subject to the views of the Minister for Finance, we believe it would be poss-
ible to issue a revamped Budget Paper No. 4 which included changes along these lines
on the occasion of the 1979-80 Budget. The further development of these proposals
would have due regard to, infer alia, the reactions of the Joint Commiitee of Public
Accounts and the House of Repre‘;entatwcs §tdndmg Commiitee on Expenditure.

Department of Finance

17 October 1978 DEPARTMENT OF HEALTH

Estimate Expenditure

1978-79 1977-78
SPECIAL APPROPRIATIONS . ¥7000 stoe.
*3.  HEALTH

1 First Division Officer—( Remuneration Tribunals Act 1973) . 36 47

[ ‘Holders of Public Office—{ Remuneration Tribunals Act 1973) 2 !

i Health Insurance Commission Act 1973 e 12 1

National Welfare Fund (Act 1943)

a Medical Benefits . . L e 100 180

b Hospital benefits and payments . . . .-, . . . . . 300 2949

e Nursing homes assistance . . Lo 67450 68612

e Nursing home benefits (mcludmg supplementary benehts) . 209 400 185 558

e Domiciliary carebenefic . . . . . . . . . . . 8 306 7929

"~ d Pharmaceutical bepefits . . . . . . . . . . . .. 134 400 128 136

d Pharmaceutical benefits for pensioners ., . . . . . | 147 600 127 912

g Tuberculosis medical services and allowances e 989 3190

k Aids and appliances . . . . . . . . . . L L 4330 3 768

.a Pathologylaboratories . . . . . . . . . . . .. 870D B 668

€ Home nursing service . e 11 8¢0 10 700

k Isolated patients travel and c\u(}mmodanon assistance scheme 5200 ..

ak Miscellaneous . . . . . . . . . . L L oL 4300 5297

602 923 552 948

* Cross-reference 1o Funcion and Sub-functional block in Statement Neo. 3 attached o Budgei Speech.
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4.

&OCIAL SECURlTY AND WELFARE

A Srates Gmmv(Pwamedicm‘Servmes)Acf 1969

: TOTAL SPECIAL AFPPROPRIATIONS

ANNUAL AFPPROPRIATIONS

2.

8C.

SC.

42

d ' 125/3/04—International

EDUCATION _

a - ¢+ Division 325—Administrative (School of Tropical Medicine )
a0 i 855 —Capital Works and %ervxu:s (Sc hool of Trop~

: zca} Medicmc} . Do -
HEALTH
a, d, f, h,
k1 . Division 325 —Administrative .

S T : " 326—Hospitals and Health, SE:J‘VILCS (‘omm;ssmn

a,b, ¢l 327--Health Insurance . '

i o 332 —Capital Territory Health Cemzmsszon

i Division 334 Northern TcrrﬂOF}’HO&pltdE&

L : 335—Northern Territory Health Services

a. ik, 855—Capital Works and Services (a,xcludmg School

. ofTropu.dl Medicine)

b, f,hk 856—Payments to or for the States

SOCIAL SECURITY AND WELFARE

e . Division 325/3/07-Family Planning .
' ' £56/0/10—Paramedical Services .

INDUSTRY ASSISTANCE AND DEVELOPMENT
g Division §56/0/ {2—Waurehouse Bcetie.Eradicatio_n
FOREIGN AFFAIRS AND QVERSEAS AlD

d Division 325/3/01-World Health Organisation-—
Contribution Lo
Cancer Reséarch

R Agency--Contribution oo
d : 325/3/0%-Burcau Hygiene and Troplw
Diseases—Contribution o

TOTAL ANNUAL APPROPRIATIONS

TOTAL APPROPRIATIONS
Less Receipts Offset against Qutlays
NET CONTRIBUTION TO OQOUTLAYS-—
DEPARTMENT OF HEALTH

1978-79
8000

' 603063

212
;1§9

2301

103 083

. 1748430

35 389
v 14787
2619

G010
85525

2004 843

84

2612

C 2011 264

2614 327
16 337

2 557 694

- Estimate Expenditure

1977-78

L 00

104

553082

2078
196
2274

83019
806

1153949

36870
276143

.16 804

12737
145 742

[ 837639

7453
478

1223

156

2423
{ 843715

2396767
23066

2373701




Estimate Expenditure
1478-79 1977-78

S . $°000 '$°000
 SUMMARY OF NET CONTRIBUTIONS TO OUTLAYS BY FUNCTIONS

2 Education . . . . . . . . . . . .. .. 231 2274

3.  Health NN C e e e o oL e .. 2591485 2367530

4. Social Security and We!fare . e e e 1528 1327

8C. Industry Assistance and Development e - 84 . 156

.9C. . Foreign Affairs and OverscasA;d e e e e e e 2612 Co243
CUTOTAL ... L. ... .. 2597990 2373708

(R78/709)Cat. No. 788492 X . . o _ o 2a29/79-1







