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1.  Two contemporary developments are buffeting legislative work on the budget. One is the drive to discipline public finance by constraining the fiscal aggregates; the other is the effort to enlarge the legislature's role in revenue and spending policy. Whether these trends turn out to be complementary or contradictory will shape the budgetary role of national legislatures in the years ahead . One scenario is for the legislature to reinforce fiscal discipline by taking responsibility for the budget's totals; another is for it to undermine discipline by bombarding the budget submitted by the government with legislative amendments that trim revenues or boost expenditures.

2.  The early signs point to the former course, but the history of budgeting and some 

contemporary research assume the latter. In a number of countries, the national le​gislature now votes the budget totals, in addition to its traditional work on revenue and spending measures. While this role still is exceptional, there is good reason to believe that it will spread to many countries during the next decade. Maastricht‑type rules and other efforts to stabilize public finance may spur national governments and their legislatures to frame budgetary decisions within preset totals. Where this occurs, legislative work on the budget will parallel the Government’s, and may result either in greater cooperation or greater rivalry between the two branches. In some countries, the legislature's new responsibility for the overall budget will buy it greater independence in fiscal policy; in others, the legislature will behave more as a partner than as a adversary. The probability is that adversarial relationships will predominate in presi​dential systems and cooperative relationships in parliamentary regimes. But other variables, such as voting rules the party system, may intervene to induce cooperation in governments where power is formally divided and to generate friction in countries where power is formally shared.

3. Legislative activism may lead in an entirely different direction, however - not to greater fiscal discipline but to budgets in which pressure to spend more and to tax less generate chronic deficits and a progressive rise in the share of national income spent by the government. As unlikely as this may appear to contemporary promoters of legislative activism, it was the predominant view of legislatures throughout the 20th century.  In many countries, the legislature voluntarily yielded budgetary power to the executive because it accepted the view that parliamentarians cannot constrain their political inclination to tax less and spend more. legislatures entrusted budgetary authority to the govern​ment because they could not trust themselves to make responsible financial decisions. This attitude is endorsed by prominent scholars who correlate the legislature's capacity to amend the budget with fiscal outcomes. For example, in an influential paper published by the European Commission, Jorgen von Hagen found strong empirical support for the hypothesis that limits on the amendment power of parliament and other rules strengthen fiscal discipline and result in relatively small deficits and public debt. 
There is good reason to challenge this finding, but its validity is less important than its widespread acceptance.

4. Although there are some notable exceptions, national legislatures generally are now more active on budgetary matters than, they were in the post‑World War II era. A 1998 OECD study reported that legislatures in more than half the countries surveyed had a larger budgetary role than they had a decade earlier. 
  The evidence of legis​lative activism is plentiful: new committees charged with legislative or oversight responsibilities; enlarged budget staffs; a vast increase in the flow of budget‑related from government to legislators; and increased vigilance by independent or legislative auditors in reviewing the propriety and efficiency of expenditures. But adding insti​tutional capacity does not itself ensure that legislators will stake out an independent position on the budget. To do so, the also need the political capacity to reject salient elements of the government's budget.

5.  In dealing with budgets and other matters, legislatures face tension between the self‑interest of' members to promote their careers or to do good for constituents and the collective interest of the institution to produce sound, coherent legislation. As individuals, members tend to favor increased spending on particular items; as institutionalists, they have an imperative to adopt prudent revenue and spending totals. Numerous variables influence the manner in which legislators resolve these cross pressures, including party discipline, the electoral system, budget rules, and relations between the government and the legislature. As these variables differ among countries, so too does legislative treatment of the budget.  Westminister‑style legislatures charac​teristically resolve tensions between the budget's parts and totals by severely restricting the power of legislators to amend the government's budget; Congress‑style legislatures typically allow members broad scope to revise the budget and make their own revenue and spending decisions. European parliaments generally fall between these extremes; they permit legislators to modify the budget, but restrict changes to the totals.

6. Although legislatures differ in their budget roles, we can discern three stages in their evolution: (1) emergence of the legislature's power to tax and spend; (2) de​velopment of government capacity and processes to formulate and implement the budget; and (3) introduction of a legislative budget process. The first two stages coincide in countries that embraced democracy only recently;  they are separated by generations or centuries in countries that have a long history of democracy. In these countries, the first stage evolved in the course of efforts to build an independent national legislature; the second emerged in the course of developing administrative institutions. The third stage is un​derway in some countries, but has not yet started in many other. It may never emerge in countries which assign a passive role to the legislature on budget matters.

7. Each stage is described in the sections that follow. My aim is not to conduct an 

historical tour of budgeting, but to shed light on the contemporary fiscal role of democratic legislatures and to explain why taking a more active and independent posture may be beyond the reach of some. Parliaments are tradition‑steeped institutions; getting them to change is not simply a matter of grafting new practices onto the old, but of rethinking their place.  This certainly is the case with respect to legislative budgeting, for new responsibilities must be accommodated both to long‑standing appropriations processes and to political relations with government.

8. The legislature’s new role in budgeting cannot come from government’s weakness.  If 

the government is incapacitated in managing the nation’s finances, the legislature also will be unable to do so.  This interdependence distinguishes contemporary reform from past efforts to build legislative fiscal capacity.  It means that the legislature’s role must be defined more in terms of policy, accountability and performance and less on terms of control and restriction.  It remains to be seen whether contemporary legislatures and their election-oriented members are willing and able to fulfill this very different role. 

9.   Section 1 surveys the first two stages and explains why national legislatures which 

rose to power on the principal that they should control the purse ceded budget initiative to the government, thereby giving ministers and officials much of the financial prerogative that had once been wrested from the crown. Section 2 analyzes the factors that have enfeebled many contemporary legislatures in tax legislation and appropriations. Section 3 discusses recent efforts in a number of countries to establish legislative budget processes. This development has not yet run its course, and its spread to countries which  presently restrict legislative budget initiative is problematic. The concluding section presents alternative scenarios of the future budget role of national legislatures.

1. Legislative Appropriations and Executive Budgets
10.  Some national legislatures which trace their lineage back hundreds of years had more effective financial powers centuries ago than they have today. This anomaly lies at the heart of debate over the budgetary‑role of contemporary legislatures. Explaining it is facilitated by distinguishing between appropriations and budgets. Before govern​ments prepared budgets, democratic legislatures made appropriations. This historical sequence is important for two reasons: first, it indicates that legislatures had fiscal power before governments had budgets; second, it suggests that budgetary practices emerged because legislative action was deemed to be an inadequate means of fiscal control. The details may differ from one country to another, but the pattern is near‑universal legislatures appropriate, governments budget. This section outlines the story of appropriations and budgets as it unfolded in England and France, two of the earliest countries to impose legislative control of the purse. These countries faced similar struggles in reining in the Crowns appetite to tax and spend, but they resolved the issue differently. England proscribed legislative initiative, France did not. Each country has served as a role model for many others, even for countries which, have never been rules by monarchs.  

11.  England's struggle for legislative preeminence dates back to Magna Carta in 1215 when King John covenanted with the barons not to levy any tax without their assent. But far from settling the issue, this great event set the stage for almost five centuries of conflict between the Crown and the people's representatives. The King had several advantages in this contest: his own income which was commingled with tax revenue, authority to decide when Parliament met, and the asserted right to spend as he wanted. But when his resources were depleted or inadequate, as in time of war, the King had to call upon Parliament to replenish his treasury. Over time, Parliament extracted concessions in exchange for supplying the needed money. One was to separate the Crown's own money from the public's, another was to insist that money be spent only on authorized purposes. To enforce its will, Commons devised the tactic of voting appropriations near the end of the session, after the Crown had already spent some of his own money. Inasmuch as he could not be certain that the appropriations would be forthcoming, he had an incentive to be prudent in managing expenditure and in complying with the dictates of Commons.  However, this means of controlling public spending contributed to the decline of le​gislative power. With appropriations voted after the fiscal year was underway, Parlia​ment came to merely endorse spending that had already been incurred. When.‑government replaced the Crown as the spender, ex post appropriations become mechanical exercises rather than means of financial control.

12.  Commons curtailed its power‑in yet another way by adopting a standing order in 1706 that, with some change in language, persists to this day:


This House shall not accept any petition for any sum of money


relating to the public service, nor shall it pass upon a motion


which would bring about a vote on a subsidy or on a charge


against public revenues...unless upon recommendation of the


Crown.‑‑3
According to Erskine May, the pre‑eminent parliamentary authority, this rule codified “constitutional practice which had become established long before the passing of that order ....it was the natural result of the constitutional relations between the Crown and Parliament at the time when the practice was established."4 Inasmuch as the purpose of tax legislation and appropriations was to restrain the Crown, it made no sense for Commons to vote money that had not been requested. With the transfer of financial authority from the Crown to the government, Commons found itself barred by its standing orders from initiating expenditures and by political realpolitik from denying requested funds. Its vaunted power of the purse was reduced to hollow ritual.





12. The legislature's acquisition of financial power followed approximately the same

     13.  The legislature's acquisition of financial power followed approximately the same path in France as in England, but there were some notable differences between the two countries. The French monarch insisted on unfettered power to tax and spend, while legislative bodies, initially composed of the privileged classes but broadened over centuries to represent the people, asserted authority to control the purse. During long periods in the 15th‑18th centuries, the King had the upper hand because he rarely convened the Etats Generaux, which was the legislative assembly. In fact, this body did not meet at all in the 175 years from 1614 to 1789. Another complicating problem was the practice of the King to commingle public funds with his own. He felt no compunction in doing this because the King claimed an absolute right to use all money as he wanted.5
     14.  In contrast to England, where legislative authority emerged in a gradual, largely peaceful manner,  in France it required a revolution to establish the principle that no tax could be levied without the consent of the National Assembly. In contrast to the House of Commons which limited its fiscal power, the National Assembly did not restrict its power to initiate taxes or appropriations. Moreover, it asserted a more direct role in receiving how appropriated funds were spent.  A 1791 decree proclaimed that "The Assembly shall itself definitely examine and audit the accounts of the Nation."   An accounting bureau, under the direction of the Assembly, was charged with reviewing expenditures.

     15.  In the more than two centuries since its Revolution, France has experienced a number of political upheavals which have affected financial relations between the government and the legislature. A recurring issue has been the competence of the Na​tional Assembly to take an independent position on appropriations. The country has  gone through alternations in legislative‑government relations, with periods of legis​lative dominance followed by changes which have constricted legislative independence.  Thus, in response to the independent, some would say irresponsible, exercise of financial power by the National Assembly during the prewar Third Republic, the Consti​tution of the Fifth Republic constrains legislative independence.

16. The Budget: Aiding and Constraining legislative action.  Thus far, we have avoided using 

the word budget because during the formative period of legislative control of the purse, official budgets did not exist. It is generally agreed that this word was first used to describe government financial practices in England during the 18th century, more than one hundred years after Parliament's authority in taxation and expenditure was finally secured. The word budget was first used in official French documents early in the 19th century; it then spread rapidly to other developed coun​tries. One of the earliest formal definitions appeared in an 1862 French law which described the budget as "a document which forecasts and authorizes the annual receipts and expenditures of the State....” 6 This definition contains the seeds of two rival conceptions of budgetary practice. One views the budget as a plan for a future period, normally the upcoming fiscal year; the other regards it as an authoritative decision on future receipts and expenditures. As a plan, the budget is a set of pro​posals that carry no social weight other than the influence the government has to sway legislative actions; as an authoritative decision, the government may tax and spend, subject to routine legislative approval, on the basis of the revenues and expenditures set forth in the budget.  As a proposal, the budget does not expressly infringe on the legislature's primacy in financial matters; as an authoritative de​cision, it dictates or overrides legislative preferences. 

     17.  Governments budgeted their revenues and expenditures before they had formal budget systems. That is, they compiled revenue and spending in a single document that was transmitted to the legislature at regular intervals. But as governments expanded during the 19th century, it became increasingly desirable to coordinate the claims on their finances by preparing comprehensive budgets. Rather than propose or decide revenues and expenditures in bits and pieces, the budget enabled the government to present the legislature a complete picture of public finance. The formalization of budgeting coincided with other major reforms in public administration, such as professionalization of the civil service, standardization of accounts, and the bureau​cratization of government operations.

     18. The formalization of budgeting did more than rationalize public administration; it also 

altered the balance of financial power between governments and legislatures.  With government decisions on the‑budget preceding legislative action, tax legislation and appropriations were either constrained or strongly influenced by the government's preferences. Even those parliaments which retained legal authority to deviate from the government's budget were politically subordinated to its dictates. It became com​mon in developed countries to assess legislative revenue and spending decisions in the light of the executive's budget

recommendations. The budget became the universal metric for measuring legislative action. The budget impelled a Copernican revolution in public finance. The legislative supremacy which had been hard earned in centuries of struggle was surrendered on the battlefield of executive budgets.

     19. It was taken for granted in all countries that budgeting is an executive function carried out by the executive, not by the legislature. Only the executive had the or​ganization and capacity to coordinate the spending bids of its various departments and agencies; only it could implement actual spending by these entities. In fact, efforts by some legislatures to bolster their capacity to review the government's spending plans met with strong opposition in some countries on the ground that they were tres​passing on executive responsibilities.  Stourm reports that the eminent French econo​mist Leon Say opposed efforts by the National Assembly to establish a permanent commit​tee to review the government's budget:

The Committee on Budget wants to put itself in the place of the

administration and to prepare the budget itself instead of being

      satisfied with receiving it for the purpose of control. The Chairman

    of the Committee on Budget has become to some extent the First 

    Lord of the Treasury……The opponents of ministerial power see 

    at once the benefits they could derive from this new institution. 7
Say’s view, which expressed the sentiments of the times, was that the legislature's job is, to control public finance, that is, to vote appropriations that limit the amount to be spent.  Its job is not to plan and coordinate public finance.  

     20.  In most developed countries, legislators welcomed the new budget practices, for they brought order and coherence to tax legislation and appropriations. Legislators now had a fairly comprehensive view of how the parts fitted together and of total revenue and expenditure. Moreover, standards of good budget practice were codified in a set of principles which gained acceptance in most countries. These principles included annuality in budget decisions, comprehensiveness of budget accounts, and specification of the objects of expenditure.   Only a few national legislatures resisted the rapid spread of the budget idea. The strongest objections came from the United States Congress, which sensed that entrusting the executive with budgetary power would weaken its authority on taxes and appropriations. Congress acceded to an executive budget process in 1921, later than all major European countries, and only after the costs of world war had demonstrated the need to discipline public finance. When Congress acted, some political experts predicted ​that the president's new budget power would spell the end of legislative supremacy. 8
     21.  Why did budgeting, which was seen as strengthening legislative fiscal control, turn into a means of subordinating the legislature? The answers lie less in the realm of legal authority and more in politics. The budget submitted to the legislature is the end product of a lengthy process of organizing , monitoring and controlling public finances. Putting together the budget and overseeing its implementation engages a vast enterprise of specialists centered in the finance ministry or a similar organization at the top of government. This ministry's reach extends to all government departments and agencies, and entails sifting through vast amounts of financial and operational data. To do its job well, the finance ministry must also assess political demands and interests, as well as the efficiency of expenditure. When the budget is submitted, the finance ministry knows a great deal about public finance, and the legislature knows very little other than what the government wants of it. This information asymmetry places the legislature at an enormous disadvantage. Even with standing committees and modest staff resources of its own, the legislature is no match for the government. While they can compensate somewhat through the hard work of sifting through the estimates, legislators rarely acquire a deep understanding of how public money is spend or of the implications of appropriating more or less than was budgeted by the government.  

     22.  The vast growth of government, beginning in the last decades of the 19th century and 

accelerating  through most of the 20th century, further diminished the legislature’s influence.  With growth, the budget’s line items were consolidated into broader categories.  For example, rather than specifying each position in the public service, the budget estimates the amounts to be spent in each job classification or in a group of classifications.  In some countries, consolidation was taken further, so that a single sum was entered for all personnel expenditures.  Consolidation made the budget less unwieldy, but also reduced legislative control over individual line items.  Another byproduct of government expansion was that the budget came to be seen more as a statement of public programs and objectives and less as an instrument of financial control.  The budget also matured into a means of guiding and stabilizing the economy, and its totals acquired a fiscal salience that transcended the individual items of expenditure.  In some countries, the budget also gained status as the means by which government managed its administrative entities and operations and prodded them to improve efficiency.  As laudable as these transformations were, they subordinated financial control to larger budget purposes.  In a legal sense, little had changed, politically hardly anything was the same. 

2. The Decline of National Legislatures 


23.  Contemporary scholars speak routinely of the decline of national legislatures, not only on budgetary matters but on the full range of legislative responsibilities.  Decline has occurred, they agree, despite the fact the modern legislatures are better organized and resourced than before.  In their view, the decline has little to do with internal legislative operations, but to three external developments that have stripped parliaments of independence and control:  (1)  the rise of disciplined political parties which set the legislative agenda and compel legislators to defer to vote the party line; (2)  the enormous escalation in public spending, and the concomitant shift away from spending on housekeeping and security functions to spending on entitlements and income support; and (3) the rise in interest groups and corporatist political arrangements. In combina​tion, these trends reduced many parliaments to debating clubs which have ample freedom to deliberate but not to decide. Although it is a sweeping generalization which brushes aside important differences in political culture and structure, the "decline of par​liaments" hypothesis appears to fit most OECD countries.9
24. During the past 100‑150 years, party lines have stabilized in many countries and solidaristic parties, organized to enforce political discipline, have become the norm. In quite a few parliaments, the only scope members have to express independence is on private bills which the government takes little interest in.  Budget deals are made outside parliament, within government or by party functionaries, and then ratified within it. Extra‑parliamentary budgetary arrangements prevail in majoritarian regimes where the budget is imposed on parliament by government diktat, and in coalition regimes where the parties to the coalition hammer out  agreements that frame parliament's work for the life of the government. In some countries, the budget is negotiated through formal party channels which parallel the government's budget process. In Japan, the dominant Liberal Democratic Party has standing committees which review the Ministry of Finance's budget and make final decisions which are then transmitted to the Diet. The role of parties is especially prominent when the government takes significant policy initiates or prepares a budget package which is adopted in a single vote. One insightful observer of Nordic parliaments concludes that

... the penetration of the internal machinery of assemblies by 

solidaristic political parties has significantly limited the efficacy 

of parliamentary activity.  Briefly stated, party con​trol has tended 

to mean that the legislative function of assemblies i.e. the successful 

initiation of proposals, has been subordinated .....10
     25.  A second driver of parliamentary decline has been the vast expansion in the scale of government. In the OECD community, the growth in public spending during the 1960‑1980 period averaged more than one-half of a percentage point relative to GDP a year. At the start of this period, government spending in OECD countries totaled 29 percent of GDP.  Two decades later it was 40%. 11  Most of the rise was in spending on entitlements, which must be paid regardless of the government's financial condition or other de​mands on the budget.  Social security transfers were 6.8% of GDP in 1960 and 16.2% in 1980.  As government expanded beyond its watchman responsibility to maintain domestic order and protect citizens against external threats to one whose main financial effort is to sustain the economic wellbeing of its people, the traditional role of legis​latures in restraining the exercise of power no longer fitted well. Expansionary government needs empowerment, not restraint, and empowerment depends on a stable supply of money to govern​ment. An expanded state needs secure financing, which is not impeded by legislative whim or impasse. While expanded entitlements weaken executives, who also are beholden to commit​ments made by their predecessors, that do even more damage to legislative capacity, for parliaments typically finance income transfer schemes in permanent legislation which, unlike conventional budget expenditures, do not require periodic legislative approval.

26.  Expansion of the state strains legislative capacity to oversee the executive, not only because there is so much more to review but also because effective power shifts from elected ministers to non‑elected officials who work in massive bureaucracies that are shielded from public view and are difficult to penetrate. Despite innovations such as the ombudsman and enlargement of legislative staffs, it is not an easy task for legislators to control a state that has grown so large and active. More importantly, enlargement of the state has stirred interest in performance and results rather than with legality and pro​priety in public expenditure. Citizens want government to do more for them, not to be held back by stingy legislators.

27. Growth of the state has affected legislative power in yet another way. Although it is conventionally assumed that legislators add to the budget, government executives have been the prime movers in stretching the programmatic boundaries. For decades, the budget tabled by governments regularly proposed program initiatives and spending increases in excess of the rate of increase in prices or in economic activity. Governments also regularly proposed, and parliaments adopted, tax increases to finance incessant program expansions. As noted earlier, the legislative contribution to spending increases was typically marginal. Thus expansion itself connoted a shift in the balance of power between parliament and government.   

28. The third blow to legislative capacity has been delivered by the multiplication and activism of interest groups.  All democratic countries have many more politically ​active groups than they had a generation ago, but a vital distinction must be drawn between pluralist and corporatist versions of the relationship between groups and government. The pluralist model, which is most evident in the United States, narrows group interests; the corporatist model broadens these interests. In pluralist societies, the sheer number of groups impels them to take a narrow view of their interests; con​sequently, the demands they make on legislators (and other political actors) typically deal with marginal matters which can be satisfied with a little more or less taxing or spending. The budget impact of pluralism is to discourage legislators from focusing on the big picture.  The marginalized legislature is busy with a large number of amend​ments that may attract much political notice but barely make a dent in the govern​ment's budget plans. In corporatist societies, major government policies are made in consultation with conglomerations of groups which represent a broad swath of inte​rests. There may be one such conglomeration speaking for industry, another for workers, another for municipalities, etc. In some cases, the government maintains formal, continuing relations with these "social partners" and acts only after it has discussed policy initiatives with them. But once government and corporatist interests have reached agreement, the legislature either has no role or must go along. 

29. Decline in the legislature's budget role.  The foregoing paragraphs deal with the overall place of modern legislatures and governing institutions; it does not single out their budget powers. But a legislature cannot be influential in financial policy if it has been marginalized as a policy institution.  The 1998 OECD survey of referred to earlier confirms that contemporary legislatures are perceived to have a weak budget role. Table I summarizes country responses in that survey to the following set of ques​tions:

Does the legislature typically enact the budget a pro​posed 

by the government? How many amendments to the budget 

(in number and amount) are typically proposed by the 

government and opposition members of the legislature 

respectively?  

Most countries responded that they make no changes or only minor adjustments in the budget proposed by the government. Among the countries that have numerous legislative amendments, most reported that these do not significantly change the government's budget.


     30. In some countries, the bulk of the adopted amendments come from the government it​self or from legislators affiliated with it. This pattern indicates that working with the government rather than against it may be the most productive route to legislative influence. After it submits the budget, the government may accept or offer amendments, either to thwart opposition or to reward loyal members by embracing their proposals.  In some countries, robust, behind‑the‑scenes negotiations between the government and legislative leaders give parliament some opportunity to influence the budget at the margins.

     31. The OECD survey indicates that constraints on legislative influence arise more out of political considerations than from formal restrictions on its power to amend the budget. Table 2 drawn from the survey compiles country self‑assessments on the restrictions faced by their legislatures. In pointing to political rather than legal factors, the data suggest that even if budget rules were changed to accommodate a broader legislative role, underlying political conditions may preclude significant change in legislative behavior. A corollary of this conclusion is that the impact of efforts to empower the legislature will vary among countries. Depending on political variables, changes that induce the legislature to take a more active role on the budget in some countries may induce continuing passivity in others.

     32. The OECD survey invited each country to offer a brief response, without supporting analysis or explanation. Some of the details can be filled in by revisiting an insightful study published a quarter of a century ago on the budget role of six European parlia​ments. In The Power of the Purse: A Symposium on the Role of European Parliaments in Budget Decisions, David Coombes and his colleagues generally concluded that parliament had become marginalized on budget policy.  The following paragraphs, adopted from this study, assess the legislature's budget role in four of the countries.

33. In Germany, K.H. Friauf notes, the government and its parliamentary majority are not regarded as politically identical. There is some separation of power between the two which allows the Bundestag to express its own will.  The Bundestag can amend the government's budget without raising a question of confidence. But Friauf concludes that although the government frequently accepts additions to the budget offered by the Bundestag, "the total amounts involved in additional expenditures voted by parliament are usually insignificant when set against the total volume of the budget." 12  Inasmuch as Friauf's conclusions were drawn mostly from the Adenauer years, it may be appropriate to reconsider them in the light of more recent developments, especially those since unification of Germany, a period during which the Bundestag was called upon to vote tax increases and cuts in some social programs.  The distaste of these actions and the weakening of the government’s ruling coalition may have enlarged le​gislative budgetary influence.

     33.  Alain  Dupas begins his article on parliamentary control of the budget in France by noting that in "France, as in many other representative democracies, the decline of parliament has become a favorite theme for political theorists ... The belief that parliament's examination of the budget must now be considered an unimportant ritual is one which many experts and politicians of all shades will support .... Today, all real power has passed to the executive; the debate on the budget is no more than conversational and the parliamentary role is limited to the registration of govern​mental decisions.”13  Later in his analysis, Dupas softens this harsh conclusion by arguing that the National Assembly can modify the budget. He describes the Assembly’s distinction between credits votes, which are the expenditures authorized for the current year, services votes, which are the costs of carrying out approved activities in the next year, and measures nouvelles,  which are proposed initiatives for the next year This arrangement institutionalizes a form of incrementalism, for it invites the legis​lature to concentrate on changes to the base of au​thorized expenditures.  Incrementalism is a fact of budgetary life, whether or not it is formalized in procedural rules.  The relevant question is whether in behaving incrementally, parliament rubber stamps or revises the proposed budget. One feature of the French system suggests a limited parliamentary influence: the service votes in the general budget are approved en bloc rather than by individual item or budget chapter. Despite this practice, Dupas concludes "it would be the opposite of the truth to maintain that the French parliament is no more than a register for budgetary deci​sions. Constructively or otherwise, voting on the budget gives parliament an opportu​nity to make its mark."14
     35.  This surprising conclusion is openly challenged by P. Lalumiere, another contributor to the symposium who notes that the 1958 Constitution of the Fifth Republic "reaffirms parliament's power of decision in budgetary matters while multiplying the legal restric​tions on exercising this power… In fact, the actual working of the budgetary institu​tions betrays an important decline in parliamentary influence."15   According to Lalu​miere, "budgetary debates no longer provide the parliamentary assemblies with an oppor​tunity to exercise real influence over the choices proposed and thereby over government activity. The majority of observers now admit that the institution of parliament has been effaced in this way…”16
     36.  Nowhere is the budgetary decline of parliament more noticeable than in Britain. J. Molinier sums up the process by which the House of Commons, the cradle of budgetary democracy, lost all formal influence over revenues and expenditures:

The emergence of two large mass, coherent and disciplined parties with

national support and alternating in power led in effect to a transfer to the

Cabinet of what was essential in the financial and other powers exercised 

previously by the House of Commons, Having stripped the monarchy of its 

finan​cial prerogatives, parliament was in turn stripped of its financial competencies  by the Cabinet .... Today the House of Commons is hardly 

able to participate effectively in the determination of the budget.17
The British parliament is distinguished from other national legislatures in that both its budgetary success and decline occurred much earlier than in other countries, and its loss of budgetary role has been greater.  As an outlier, it is a model that few legislatures have emulated but most have rejected..   Nevertheless, there are ele​ments of the British experience in the many countries which have sought to avoid the fate that has befallen the House of Commons. 

     37.  In Italy, the frequent turnover in government and the constant bargaining and bicke​ring among coalition partners gives the legislature abundant opportunity to shape bud​getary outcomes. But in Italy the problem is not that parliament is weak vis-a-vis government, but that both have been undermined by political instability and financial rigidity Valerio Onida describes the reality of Italian budgeting in these words:

The budgetary system is dominated by the concept of strict par​liamentary 

control. It is designed to place tight restrictions on government expenditure

and to ensure that these are respec​ted. In reality, however, parliamentary

control is emptied of all significance. The root of this apparent contradiction is most likely to be found in the fact that the type of parlia​mentary control  for which this system is designed ... is quite different from the control which the assemblies really want.18
Onida points to a significant change in legislative practice that has been underway in many OECD countries; "the increasing tendency for the locus of decisions re​garding both  the overall amount and the particular use of expenditure to move out of the annual budget altogether into the procedure for passing ordinary laws which require and provide expenditure in particular sectors for a fixed number of years, often for many years.”19  This observation is endorsed by other participants in the symposium who finds that a large part of the national budget, consolidated in fixed expenditures or flowing from laws passed many years earlier, for practical purposes evades all con​trol.  While not mentioned, most of these laws are entitlements which weaken not only legislative control of the purse but the government's capacity to regulate short ​term fiscal outcomes.  Arguably, legislatures cannot regain financial control if the budget itself is out of control.

3. Restoring Legislative Budget Capacity

     38.  In the distant past, legislatures leveraged their power of the purse to gain independence as
governing institutions. The competence of legislatures to decide taxes and spending and to enforce their dictates on monarchs and executives opened the door to an active role in establishing government programs and policies. Can the budget once again be the wedge that enables resurgent legislatures to reclaim the budget powers yielded in the past century?  This international meeting has been convened on the expectation that parliamentary bodies are tooling up to once again take center stage in budgeting. But recapturing legislative hegemony in public finance cannot be achieved by reverting to the control posture that served legisla​tures so well in the past. While citizens may welcome more control of government, they also want more programs and benefits from government. They want the schools to be well staffed and the social security checks and other payments to arrive on time. If fiscal control gets in the way of these widely shared objectives, it will be brushed aside by legislators and executives alike bent on giving citizens what they want. 

     39. The problem for contemporary legislatures is that in the past they fought for a foothold in budgeting in order to represent the people. Today, the people do not want them to serve as controllers, for doing so would limit the flow of money and programs. Accordingly, legislators have to define a new role, that of promoting fiscal discipline, improving allocation of public money, and stimulating administra​tive entities to manage their operations more efficiently. Fulfilling these new roles requires (a) enhancement of legislative capacity and resources to deal with budget issues, (b) changes in both executive and legislative budgeting to promote fiscal discipline,  allocative efficiency and operational efficiency, (c) new tools for reconciling long‑term commitments such as entitlements and other "sticky" expen​ditures with short and medium‑term budget objectives, and (d) redefinition of relation​ships with the government that recognizes the strong influence of political parties and interest groups on legislative behavior. 

     40.  Resourcing the legislature for a renewed budget role is the easiest of the required changes, though it may stir up conflict both within parliament and between it and the government.  One move has been to expand the role of standing committees to deal with the budget.  These committees are authorized to review the estimates, take evidence, demand information on the budget, and recommend legislative action. In countries where the legislature may amend the budget, its committees also recommend changes in the fiscal plans submitted by the government. There are, however, signi​ficant differences in the way committees are structured to deal with the budget. One pattern is to assign full responsibility to a finance or budget committee; ano​ther is to disperse jurisdiction among sectoral committees. The first eases the task of coordination and promotes consistency in legislative budget action; the second allows wider scope for sectoral interests to influence the budget. The first encourages examining the budget in fiscal terms, the second encourages a program orientation. The centralized model facilitates fiscal discipline, the dispersed model may complicate the task of maintaining discipline.

     41. A well‑balanced legislature needs both a program and fiscal outlook; both con​siderations must be welded together in producing a legislative position on the budget. Accordingly, a third version has gained popularity in recent years: it empowers sectoral committees to review relevant portions of the budget and recommend legislature action within an overall fiscal framework maintained by the finance committee. As will be discussed below, some countries have formalized this arrange​ment in a two step process, in which the legislature first votes budget totals, and sectoral committees then make recommendations consistent with the agreed totals. 

     42. Responsible and effective legislative action on the budget depends on adequate information concerning the activities financed with public funds and the results ensuing from government programs. It also requires information on how changes to the budget submitted by the government may affect activities and program results. Getting these types of information has not always been easy because budgeting in many countries is still wedded to inputs, with detailed estimates of the amounts allocated for personnel, equipment, supplies, travel, and other items. In the past, efforts to shift budgeting to a more programmatic orientation have not been successful. The well‑known failures include planning‑programming budgeting systems (United States),  public expenditure management (Canada), program budgeting (Sweden) rationalization des choix budgetaires (France), and program analysis and review (Britain). It is highly unlikely that the legislature will take a programmatic orienta​tion if the government does not.

     43. The failed reforms all involved efforts to rationalize budget practices within go​vernment. The legislature was not directly affected, though advocates of the reforms typically argued that it too would benefit from an enriched supply of budget infor​mation. Contemporary reforms concentrate explicitly on the information given to legis​latures, and even more importantly on the form and content of estimates and appropria​tions. Led by New Zealand, which has shifted both estimates and appropriations from inputs to outputs, a number of countries have drawn the conclusion that successful implementation of budget reform within government is contingent on changing the way the legislature makes fiscal decisions. While this thesis appears sound, it opens up a critical question: will the legislature be better able to influence the budget and maintain accountability for expenditures and results if it is supplied program and output information, along with a flow of analytic and evaluative reports? On the surface, the answer appears obvious: the legislature is always better off with this type of information than with line item data. But the verdict is not in yet, for legis​lators inured by generations of practice to review input detail may be disadvantaged by the complexities of program‑oriented budget and overwhelmed by the volume of information given them. In this regard, it bears mentioning that most developed countries have not joined the performance budgeting bandwagon. Most have settled for injecting more data on performance into their budgets, but have stopped short of removing the input data and fundamentally restructuring the estimates and appropriations.

     44. One of the frontiers of changes in budgetary information and structure entails a shift from cash‑based accounting and budgeting to an accrual basis. More than half a dozen countries are in the vanguard of this movement including Australia, Britain, the Netherlands, New Zealand, Iceland and Sweden.  The shift to an accrual basis has  been given momentum by the Maastricht accords whose enforcement depends on appli​cation of internationally accepted accounting standards, and IMF's conversion of its government financial statistics to an accrual basis. In terms of prospective impact on legislative behavior, a distinction must be drawn between accrual accounting and accrual budgeting. If only the accounting basis were changed, the effect on legisla​tive action would be modest. The legislature would have cost‑based information to supplement the conventional cash‑based estimates. But if government were to budget on an accrual basis, the impact might be truly significant, for the form and content of the estimates and appropriations would also be changed.

     45. The supply of information has also been enriched in some countries by building the capacity of audit offices to assist the legislature. While the relationship of the audit office to the legislature varies among countries in some the audit office is directly responsible to the legislature, in others it is an entirely independent entity, and in a few it is responsible to government - these organizations have become more active over the past decade in reviewing the financial and program performance of government departments and agencies. The list of countries requiring audited finan​cial statements is growing from year to year, and though‑lagging behind, so too, is the list of countries expanding the audit function to cover substantive results.

     46. To make effective use of the avalanche of information, modern legislatures have added staff, invested in IT, and professionalized their operations. There is a marked trend to expand the staffs of standing committees, so that they can sift through the voluminous information and assist legislators in reviewing executive proposals, devise alternatives and amendments, and review performance. The up-staffing of legislatures is not limited to budget work, but it is in this area that some of the most dramatic changes are likely to occur. While still few in number, a growing number of legisla​tures are inching to the view that they cannot truly exercise independent judgement on the budget if they do not have expert staff to help them do the job. The question for these legislatures is not whether to add a position here or there,  but to establish a separate legislative budget organization. Although it rarely is a model for other legislatures, the U.S. Congress may be so in this area. The Congressional Budget Office established 25 years ago has garnered considerable acclaim for its objective analysis and forthright budget projections. Staffed by more than 200 professionals selected on a nonpartisan basis, this office has exerted considerable influence on U.S. budget policy.  Other national legislatures may follow its lead, but their budget organizations are likely to be more modestly sized.

     47. Resourcing the legislature does not itself ensure that it will assume a larger or more effective role. The legislature must also define how it fits into overall governance. The three trends identified in the previous section that account for the decline of legislatures are not going to be reversed. Public spending is not likely to decline as a proportion of GDP, nor will the fraction of the budget allocated to entitlements shrink. Political parties will not disappear, though their ability to enforce discipline may be weakened, and the number of interest groups is likely to climb in the years ahead, though corporatist arrangements may give way to more pluralistic patterns. How, then, can a legislature stake out a truly independent position when it is, beholden to entitlements, whipped into line by party leaders, and pressured by groups bent on protecting their interests? The answer is, not easily. But perhaps the best way to address this question is by considering the specific budget tasks that legislatures may participate in. Three of these tasks - fiscal discipline, allocative improvement, and operational efficiency  - were briefly mentioned earlier. Discussing each in turn sheds light on the niche contemporary legislatures may carve for themselves.

48. Before doing so, it would be appropriate to discuss the traditional role of the legislature as a restraint on the exercise of government power. Clearly, this role survive in most countries, though not as robustly as before. In a legal sense, the doctrine of control has not been impaired. Stripped to its essentials, it means that government may not spend more than authorized in law or for other than authorized purposes.  De facto however, control does not mean the same today as it once did. Nowadays, appropriations tend to be lump sum, and are intended as much to authorize as to limit spending.  Moreover, entitlements generally are established in permanent legislation which does not specify or limit the amount to be spent. 

49.  Currently, legislative budget work has as much to do with making policy as with controlling  executive action.  This entails a more integrated examination of the budget than many legislatures are prepared to undertake, as well as capacity to specify in law or by other means the performance required of those who spend public funds.  Some legislatures have sought to hold on to a control orientation by shifting from ex-ante control of expenditure to ex post  accountability for expenditures and results.  But in view of the fact that reporting and auditing of performance are still underdeveloped in most countries, one cannot be certain that legislatures are prepared for this new assignment.


50.  To maintain fiscal discipline a responsible legislature must give precedence in its decisions to budget totals before it takes up the various parts.  Sweden, the Czech Republic, and a few other countries have introduced a two-stage budget process involving both governmental and legislative decisions.  In the first stage, decisions are taken on the aggregates as well as on the amounts allocated to major sectors.  The aggregates are prepared by the government and transmitted to the legislature for review and, in a few countries, approval.  Some months after the first stage has been completed, the government tables estimates and these are voted under the rule that the sum of all the voted amounts may not exceed the aggregates agreed in the first stage.  Enforcing the totals is dependent on adequate information concerning the cost of programs and the prospective impact of policy changes.  It also requires controllers in both the executive and legislature to maintain discipline in the face of spending pressures.  In legislatures which parcel the budget among sectoral committees, this watchman role falls to the budget committee which monitors what each of the other committees is doing.  The price of enforcing discipline in this matter is to generate friction among legislative committees as they fight for budget shares. 


51.  Contributing to improved allocation of public money requires that the legislature take a program perspective, and that it be prepared to shift money from lower priority and less effective activities to higher priorities and more productive uses. Realistically, however, this is a momentous task, especially for legisla​tors schooled in the politics of distribution. Redistribution does not come easily to legislatures , if at all. But in light of the determination of many countries to reduce or stabilize public expenditure, the only way to find resources for new priorities will be to take them from older ones. Redistribution may be most diffi​cult in the case of entitlements, where citizens have been programmed to expect benefits from government as a legal right. Nevertheless, quite a few OECD countries have been compelled by budgetary force majeure to trim these payments, though typically only at the margins. As aging populations add to budget pressures one may see even more vigorous efforts to curtail entitlements in the future.


52.  Efforts to reduce the budgetary burdens imposed by permanent law may be difficult for yet another reason. Quite a few countries draw a distinction between legislation and the budget or appropriations. The former establish law and policy, the latter provide money. Changing the amounts spent on entitlements means that in addition to budgeting fewer resources for these programs, underlying laws must be modified. There is a need to link legislative action on the budget with actions affecting such laws. Some governments have taken to produce budget packages which combine revenues, spending, and changes in standing law. The United States has had a reconciliation process since 1980 which enables Congress to use its budget to initiate changes in revenue and entitlement legislation. Reconciliation is not used every year, only in those where major changes in budget policy are undertaken.


53.  Finally, legislatures may participate in the contemporary movement to improve the quality and efficiency of public services by appropriating funds on the basis of expected or actual performance. A legislature which rewards or ignores poor results will get poor results. Legislatures should be in the vanguard of demanding better information on performance, relying on performance measures in appropriating money, and specifying in advance the performance expected of government agencies.  

3. Legislative Budget Futures:  Alternative Scenarios


54.  Future legislatures will have more resources to carry out budget responsibilities.  They will have staff, committees, and information. But will they have an effective role? The answer will  differ in each country which tools up for budget work.  But for ease of analysis, let us draw four different scenarios and the implications of each.  The four scenarios are arrayed from the least to the most effective budget role. 

55. The first scenario leaves the legislature with better informed but no real power to alter 

the budget, either because they are barred by law or their own rules or because political realities foreclose significant alteration to the budget. Such legislatures may persist with the habits of the past and tinker with minor adjustments, while taking credit for helping constituents and promoting their political careers.  This role is similar to that played by many legislatures in the recent past.  Perhaps having staff and budget responsibility will broaden legislative perspective and ambition and thereby generate bigger changes to the budget.  But the more likely outcome all dressed up with additional capacity, but little opportunity to shape budget policy. 

     56.  The second scenario has the legislature transforming itself to challenge the government’s policies and priorities by preparing a full-fledged budget.  Rather than adjusting revenue and spending plans at the margins, the newly-empowered legislature deploys added resources to act independently of the government.  This scenario leaves one with several important questions:  Will an independent legislature have the requisite political support to sustain its ambitions?  Will the political system be able to bear the elevated conflict and tension that would certainly arise when the legislature charts its own course on the budget?  Which will give way first, party discipline or the legislature’s drive to forge ahead?  

     57.  The third scenario has elements of the first two.  The legislature has more resources and is more active, but rather than using its resources to act independently, it holds the government to account for its financial and substantive results.  In playing this role, the legislature may target performance ex ante and review results ex post.  To succeed in this role, the legislature’s attentiveness to performance cannot be sporadic:  it must be sustained and it must be informed.  The best model for this role is the Public Accounts Committee in the House of Commons.  But there is one important difference:  rather than focusing only on how public money was spent, a modern legislature would have to expand accountability to what was accomplished with the money.  

58. The final scenario has the legislature participating with the government in developing 

budget policy.  It would still vote estimates, but its larger role would be to work with government in setting out a medium-term framework, along with sectoral policies, and statements of policy.  Partnering with government can proceed through the party system, through coalition agreements, and other instruments of budget policy.  It is hard to quite define this emerging role because no contemporary legislature fulfills it, though a few, such as Sweden, come close.  The task in budgetary partnership, as in other cooperative relationships, is for each party to have its own say, but for both to work together toward a resolution of differences.  This may be a difficult undertaking, both in governmental systems where separation of powers pulls the executive and the legislature apart and in parliamentary regimes where party discipline welds them together.  

59. Throughout this paper we have considered how modern legislatures can change 

budgeting.  It may be appropriate to conclude by reversing the question and considering how modern budgeting may change parliaments.  One undertone of the paper has been that budgeting would empower parliaments.  But perhaps the opposite is closer to reality:  under the pretext of empowering legislatures, might it be that budget responsibility would weaken them?  This possibility arises out of three characteristics of legislative budgeting:  (1)  budgets limit what the legislature may do with public money; (2)  budgets intrude on other legislative functions, such as law-making, and (3)  budgets have the potential to turn legislative work into a technocratic exercise.  Each of these possibilities warrants reflection.  

60. Budgeting introduces limits into legislative work:  some of these may be externally-

imposed, others are market driven, and still others are self-imposed.  External constraints come from many sources:  convergence criteria, such as those introduced via Maastricht, accounting standards, and transparency codes.  The market also constrains by exacting penalties (such as lower growth or higher interest rates) from countries which manage their finances imprudently.  But the constraints which provoke the most concern are those imposed on itself by a legislature when it shift from just making appropriations to also adopting budgets.  Some of these limitations are procedural:  they govern when and how the budget is to be considered or amended, how the budgetary effects of policy changes are to be measured, whether or how multiyear decisions taken one year may be reconsidered in a future year, and so on.  There also are formidable substantive rules, the most important of which is that legislative actions must be consistent with the budget framework. 

61. In promoting an enlarged role for legislatures in budget policy, it must be recognized that 

budgeting is inherently a confining process.  To budget is to routinize financial choice in accord with – set of rules and procedures, to bar action outside the boundaries of the budget, to rule out certain actions and to rule in others.  Budgets bring discipline to legislatures, just as they do to governments.  In the absence of budget rules and procedures, decisions can be taken whenever there is the will to do so; with budgets, decisions must be orderly and consistent, and framed in both time and amount within preset boundaries.  A legislature behaves in a more disciplined manner when it budgets than when it doesn’t. 

62. The second concern about enlarging the scope of budgeting is that decisions on revenues 

and spending may sprawl to other legislative work as well.  Rather than legislation being walled off from the budget, it is defined in budgetary terms and the fate of substantive law often depends on budgetary decisions.  In countries where the legislature has been most active on the budget front, much of the session is devoted to financial matters.  This has happened both in the U.S. Congress and in Italian Chamber of Deputies.  In some congressional sessions, two thirds or more of the recorded votes have been budget related.  In Italy, efforts to have separate budget and legislative sessions have broken down under pressure to consider substantive laws under the expedited rules provided for budget actions.  

63. To some parliamentarians, the greatest risk of expanded responsibility for the budget is 

that their work will become more technocratic and therefore will be based less on political judgement and more on technical expertise.  Where legislative budgeting flourishes, legislative budgets staffs grows, as does the business of measuring fiscal impacts, use of accrual rather than cash methods, and reliance on assumptions rather than actual numbers.  In  some countries, one can detect the emergence of “yes, legislator” behavior, in which elected parliamentarians do the bidding of permanent staff. 

     64.  How should one respond to these legitimate concerns?  Not be denying them but by suggesting that the spreading influence of budgeting occurs even if legislatures are beholden to their old ways and unprepared for enlarged responsibilities.  A capacity to budget does not transform politicians into managers; it enables them to exercise political power in a disciplined manner.  In this writer’s view, only legislative luddites will oppose this new role.  
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