Accountability limitations with respect to parliamentary oversight: a case of
Norway and Sri Lanka

By

Chamara Kuruppu

Chamara.kuruppu @uin.no

&

Levi Garseth-Nesbakk
Levi.Garseth-Nesbakk @uin.no

Bodg Graduate School of Business
University of Nordland
8049 Bodg

Norway

+47 75517678 Office Phone
+47 95764796 Mobile Phone

Accountability limitations with respect to parliamentary oversight: a case of
Norway and Sri Lanka



1 Introduction

A lot of reforms have been undertaken in recent years, aiming at making public sector more
efficient and effective so as to provide more value for money (VFM). Many of these reform
endeavors have been coined New Public Management (NPM) or New Public Financial
Management (NPFM) — for a discussion see e.g. Guthrie et al. (1999); Hood (1995).
Following this, many studies have been done on such public sector reforms, focusing on a
variety of issues. Some have taken an analytical or theoretical view; discussing differences
between private and public sector, with respect to objectives as well as activities undertaken.
Others have studied reform implementation and associated difficulties. One stance has been
technical or tool oriented, centering on e.g. accounting and budgeting technicalities and
associated weaknesses, associated with the reforms. Another viewpoint on the reforms, like
that of users (of the new information and/or control systems), can also be found. Some have
reported about a lack of interest in the new systems (Paulsson, 2006), whereas others argue
that they bring about both more costs as well as lead to many unwarranted and unforeseen

changes (Newberry & Pallot, 2005; Olson et al, 2001).

A dimension of these reforms which hitherto has received somewhat less attention is the way
that governments themselves follow up on their reforms. What controls do they have in place,
and in particular; what mechanisms do they rely on so as to follow up on and investigate both
intended as well as unintended consequences of the reforms they have instigated? This
therefore becomes a case of parliamentary oversight, i.e. a question of whether the
Parliament’s will is carried out, and subsequently a case of accountability. Jacobs (2009)
argued that parliamentary oversight in Australia is primarily a symbol of legitimacy because
the role of the committees is taken for granted, despite their results or achievements.
However, there is a possibility that both the content of the matters being reported as well as
the kind of accountability relations and mechanisms that are available to Parliamentary
oversight, may vary in context. Consequently, the purpose of this paper is to investigate the
following research questions: 1) what is the content of the parliamentary oversight issues
being raised with respect to the way in which governments use their resources? That is what is
dominating the discussions concerning challenging accountability relations relating to VFM?
2) What accountability mechanisms are in place to follow up on and rectify misuse of funds

or actions that seem to violate parliament’s decisions? Furthermore, since the topic of



Parliamentary oversight is vast, and hence covers a variety of fields, we limit the focus of this

paper to mostly being about parliamentary oversight with respect to management control.

To investigate contextual differences in the aforementioned area we compare parliamentary
oversight in Norway and Sri Lanka, by relying primarily on document studies. We have
collected documents published by parliaments in both countries and published scholarly
works. Our frame of reference is made up of an accountability perspective, but also decision
making theory concerning the concept of rationality (including work done by Brunsson, 1982,
2002). Following the frame of reference, the case of Norway and Sri Lanka are incorporated
respectively in the empirical section. In section concerned with discussion, similarities and
differences in the two countries are highlighted. Finally concluding remarks and suggestions

for further studies are pointed out.

2 Methods of data collection

This paper is articulated using data collected to examine the development of Sri Lankan
central government accounting from the 1970’s. Four field visits occurring in June 2006,
May 2007, January 2008 and June 2009 were used to do this. The first three filed stages of
work were mainly used to conduct archive search and informal discussions with
administrators in the Treasury. Similarly, an informal discussion took place with a chairman
of one oversight committee at his committee room for one and half hours. It was also
possible to observe the behaviour of administrators called for committee proceedings and
listen to their discussions at the lobby before and after questioning them. Apart from
documents published by ministries, parliament, professional institutions and scholars in the
country, reports of international financial institutions and articles appeared on international
journals were collected. Moreover, twenty Treasury officers and the financial advisor to the
Ministry of Finance were interviewed in June 2009. These interviews lasted approximately
one hour to two hours. As these officers showed hesitation for the use of a tape-recorder,

notes were taken during and after each interview before commencing next interview.

The data underlying the Norwegian case description covers the time period of mid 90s and
until today, with respect to documents. Interviews were also conducted with respect to

accounting and budgeting systems at central government level in Norway. The informants



were from the Ministry of Finance and parliamentary committees. Interview guides were sen
to the interviewees beforehand and a summary of the interview was sent afterwards. The
interviews lasted for about one hour. The search for parliamentary oversight issues (vis-a-vis
the first research question) that involved management control was carried out by relying on
information available at the parliament’s home page. There, it is possible to review historical
and current cases that have been subject to scrutiny by the Committee of constitutional

affairs and scrutiny.

The choice of country cases — Norway and Sri Lanka was based on the authors’ previous
knowledge about similarities between Norway and Sri Lanka in certain parliamentary
oversight matters, despite the apparent differences between the two countries. Such
differences consist of wealth, welfare systems as well as geographical and demographical
differences (to name a few). Since we expected differences between the countries to
materialize into the undertaking of different parliamentary oversight actions and views, we

found this puzzling, and worthy of a separate discussion.

3 A framework for pinpointing limitations of accountability

3.1 Rationality of political decisions and actions
Parliaments in democratic States are empowered through constitutional and legislative

provisions to approve budgets and scrutinize the execution of budgeted programmes and
projects. As a result, parliaments are compelled to deal with a great amount of demands and
expectations. Nevertheless, the legislatures’ endeavours to cater specifically selected demands
and this is often considered to be a conscious act of judgement (Brunsson, 1989). This
envisages that the legislatures and politicians would make judgements based on rationality.
And they are intended to be accountable to the country’s citizens. Accounting systems
including parliamentary oversight committees are used to discharge different forms of
accountability within the Westminster parliamentary tradition. Similarly, accounting and

accounting practices enable to produce financial statements essential for rationality. The



conventional interpretation of rationality refers to an unbiased orientation consisting of
constructive and destructive potential (Dillard and Ruchala, 2005).

Rationality can be discussed in terms of decisions and actions (Brunsson, 1989). In
discharging accountability, both action and decision rationality need to be taken into account.
The former type of rationality appears whilst politicians and the bureaucracy attempt to select
one or few alternatives from a set of available options. The latter is concerned with the
execution of selected activities. As viewed by Brunsson (1989), action rationality is deployed
to coordinate and promote different organizational activities, whereas the form of decision
rationality is likely to be a means of impeding some actions or events. Parliamentary oversight
can be associated with these two forms of rationality. The bureaucracy is testified before
oversight committees in discharging accountability (see Thomas, 1979; 2009). Accordingly,
administrators provide justifications and accept responsibility for administrative decisions and
actions associated with the implementation of governmental programmes.

Control systems are often used as a means of post hoc rationalizations for decisions made
(Ansari and Bell, 1991). Parliamentary scrutiny is mainly concerned about the budget
execution. This implies that action rationality is a main concern of oversight committees’
investigations. As such, proceedings of oversight committees are likely to focus on the norms
of action rationality rather than decision rationality (see Brunsson, 1989). This is done based
on financial statements and other documents. Uddin and Choudhury (2008) show competing
ideas, conflict of interest and institutions influence accounting practices. Rationality
endeavours based on accounting practices can therefore be used to preserve the interest of
powerful dominant groups. Indeed, rationality is employed to exert power and to influence
others to do things in a particular manner (Ansari and Bell, 1991).

The realization of anticipated rationality potential mainly depends on parameters used and the
way of applying rationality process amongst other things (see Dillard and Ruchala, 2005).
Parliamentary oversight committees consist of parliamentarians from different political parties
(see Kuruppu, 2010). These politicians represent different political interests. Hence, political
rationalities need to be embodied in legislations and legislative procedures, and plans
(Radcliffe, 1998). And the rationally articulated outcome criteria are seen to be unquestioned
goals (Uddin and Choudhury, 2008). Nevertheless, parliamentary oversight may not carry out
as expected and may negatively impact on the process of discharging accountability.
Consequently, anticipated forms of accountability may not always transpire through the
established regulations and institutions in the government sector (see Uddin and Choudhury,

2008).



3.2 Linking accountability to parliamentary oversight

3.2.1 Meaning of accountability

Accountability is an important concept under the auspice of democratic governance. It would
be applicable to all the government’s activities. Accountability is “an icon for good
governance” (Bovens, 2005:184) and “not just another political catch word” (Bovens,
2005:184; 2007a: 450). Nobody would oppose the requirement of being accountable (see
Bovens, 2007a; Iyoha and Oyerinde, 2010). It is, however, a multifaceted (Scarpora, 2008)
and a contestable phenomenon (Bovens, 2007b). Accordingly, terms like chameleon are used
in accountability discussions (see Sinclair, 1995). And discussions on this are articulated on
the basis of different point of views (see Koppell, 2005; Scoot, 2000). As such, arguments on
accountability have now been extended far beyond on its original main intention of
providing accounts for one’s conduct (Mulgan, 2000).

Based on principal agent relationship, accountability is generally discussed. Several elusive
terms are used interchangeably with this concept (see Bovens, 2007a; 2007b; Kim, 2009;
Koppell, 2005). Amongst such terms, responsibility, controllability, equity, responsiveness,
answerability, transparency, blameworthiness, democracy, liability, efficiency, integrity and
obligation are just a few to point. The reason for this is the inability of finding a term
providing similar meaning to this concept in some countries. For example, in Norway the
term “ansvarlihet” is used to denote accountability. The direct translation of this means
responsibility in English. Scholarly arguments distinguish responsibility and accountability
(see Barberis, 1998; Bovens, 2007b).The main concerns of accountability remain: who, for
what, how and to whom is accountable (see Barberis, 1998; Haque, 2007; Mulgan, 2008)?
The forging discussions witness that accountability is a context dependent phenomenon. The
way this term is defined envisages the perception of the ideal relationship between parties
involved. As quoted by Carnegie and West (2005: 915), Public Sector Accounting Standard
Board refers accountability as “the responsibility to provide information to enable users to
make informed judgement about the performance, financial position, financing and investing
and compliance of reporting entity”. Bovens (2007a: 450; 2007b: 107) views accountability
as “a relationship between an actor and a forum, in which the actor has an obligation to

explain and justify his or her conduct, the forum can pose questions and pass judgement, and
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the actor may face consequences”. Stemming from these arguments and the purpose of this
paper, accountability is considered as the obligation of furnishing accounts, acceptable
explanations and justifications to parliament or its oversight committees to assure that
resources and authority have been used for legitimate activities and purposes. Similarly, the

executive and public administrators are obliged to execute recommendations of parliament.

3.2.2 The expectation of parliamentary oversight

It is obvious that no country would possess unlimited amount of resources to satisfy its
public needs and wants. This requires members of parliament to oversee and control ways of
deploying public resources by the political executive. The legislature is, hence, empowered
to control public finance of the country. Arising from this, parliament prevails as an
institution of exercising checks and balances on the executive and government (see for
example Degeling et al., 1996). Thus, the legislature forms committees to scrutinize
functions and activities of a democratic government. This enables to wield some forms of
control over governments (see Degeling et al., 1996) and to hold the executive answerable to
parliament (see Thomas, 2009). Fundamental sense of accountability means being
answerable to another person (see Roberts and Scapens, 1985; Romzek and Ingraham, 2000)
or to a forum (Bovens, 2007a; 2007b).

It is a function of parliament to scrutinize at least most important issues stated in the reports
of the Auditor General calling the executive to account for misuse of public funds and
authority. This does not imply that accountability entails just ‘police-patrol oversight’. ‘Fire-
alarm oversight’ would also take place due to this obligation (see McCubbins, and Schwartz,
1984). Parliamentary oversight committees contribute to pursuing accountability of the
executive to parliament (Aldons, 1985) and take their obligation for the improvement of
management in the government sector seriously (Funnell, 2003). And proposals for
upgrading reporting systems are also provided. This would enable monitoring actions and
redefining system and procedures (Rockman, 1984). Conversely, parliaments in Westminster
are accused for being a servant of the executive in financial matters and for legitimating
things rather than controlling (Hume, 1963).

The parliamentary oversight committees would be the eyes and ears of the legislature
(Broadbent and Laughlin, 2003). Accountability of public sector operations must be assured
by avoiding possibilities for ministers and governments to abuse them (Barton, 2006). The

nature of parliamentary scrutiny and timing are generally assumed as institutional



preconditions exerting effective pressure on the government (Auel, 2007). And this induces
the executive remained accountable and responsive to the legislature (see Liddle, 2007; Ogul
and Rockman, 1990). It also prevents the executive’s pressure on elected representatives
(Holland, 2004). In odder to do this, a minister should not chair oversight committees in a
parliament (Aggarwala, 1966). In contrast to the Westminster tradition, the chairmen of
these committees can be members of government (see Burnell, 2001; Funnell, 2003). This
can impair the ability of parliament to hold the executive accountable to the public, as
parliamentarians of the ruling political party often hesitate to express views that may annoy

their superiors.

3.3 Contingency theory

Different inventory and management accounting systems (MAS) exist. This invites questions
and discussions concerning whether some systems or models are generally better than others.
Some researchers have argued against this viewpoint and pointed out that there is no universal
and one preferred management accounting and control system. This viewpoints is at the core
of contingency theory, as discussed e.g. by Otley (1980) and Chenall (2003). They argued that
the question of finding as well as implementing different management accounting and control
systems is mostly about considering certain factors that form the particular organization in
question. They present different factors which have been found in different studies to be
important when considering the design of management accounting and control systems.
Frequently discussed contingency factors or contingent variables include organizational
structure, strategy, technology, culture and the particular environment faced by the

organization.

4 Empirical section

We start by describing the case of Sri Lanka with respect to parliamentary oversight
mechanisms — relating especially to management control matters. Thereafter certain
cases/episodes are introduced, illuminating challenging parliamentary oversight matters.

This is followed by a description of similar matters in Norway.



4.1 The Case of Sri Lanka

The island has inherited a cash-based management control system from its colonial master,
namely Britain. The country’s constitutional provisions, acts passed by parliament, financial
regulations, and other circulars issued by the Ministry of Finance provide a regulatory
framework to present annual budgets and financial statements. The Treasury does this task
based on documents provided by ministries and other government institutions. The section

below describes reforms concerned with the government’s management control system.

4.1.1 Parliamentary oversight mechanisms relating to management control system
The section below describes reforms concerned with budgeting, accounting and oversight

committees

Budget and its developments

Planning programming budgeting: The country used planning programming budgeting (PPB)
as from the 1970’s. Some politicians and secretaries considered this budgeting model as an
unnecessary burden and a bottleneck in implementing the government’s plans (see Dean,
1986). Nevertheless, the government strived to use PPB with necessary refinements. And
endeavours were taken to incorporate performance measures in the budget estimates (see
Budget Estimates, 1978). Workload and results need to be accomplished under each project
during the year were mentioned. Similarly, all the ministries were asked to present this
information for three years, i.e. two past years and the budget year in 1979 (see Budget
Estimates, 1979; 1980). Ministries were further asked to disclose backlog of work under a
project, number of employees involved, average productivity, and the unit cost per unit of

performance achieved from 1980 (see Budget Estimates, 1980).

In 1980, it was observed that inadequate attention is given whilst estimating total cost of
projects (see Treasury circular No. 845). This contributed to revising estimates and to
distorting the overall budgetary process. Consequently, the execution of projects was
handicapped. Spending entities were, therefore, advised to give due care in this respect and
were allowed to add a margin for contingencies and price escalation. Likewise, a Circular
issued by the Treasury’s Budget division in 1980(see BD. 965/1/260) requested all ministries
and independent departments to furnish tentative estimates of capital expenditure projects for
following two years together with the estimates of the year concerned from 1981 (see also

Budget Estimates, 1981). One of the oversight committees of parliament revealed that budget
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estimates were unrealistic in the 1980’s despite endeavours had been taken to forecast them
accurately (see PAC, 1989). Nevertheless, PPB format was used in the 1990’s without making
further changes until the end of 2002 (see Budget Estimates, 1990-2002).

Appearance of ZBB: All political parties holding the power of government in Sri Lanka
experienced numerous problems and criticisms as a result of budgetary imperfectness. The
increasing budget deficit and its impact proved to be a debacle for citizens from the 1980’s.
For example, the total amount of government expenditure was far higher than the revenues,
i.e. the total revenue as a percentage of GDP was 16.7 and recurrent expenditure represented
21 percent in 2002 (see Budget Estimates, 2004). And ministry and department secretaries
generally attempted to justify the amount they sought above the previous year. Thus, the
government was compelled to adopt a budgetary model not enabling this strategy. A senior
politician was appointed as the Secretary to the Ministry of Finance (MoF). This secretary
issued National Budget Circular No. 97 and laid the foundation for applying some elements of

7ZBB from 2003.

Ministries and public sector institutions were requested to review their missions, institutional
objectives and activities, and to assess their roles (see National Budget Circular No. 97). This
was done to ascertain whether their activities and functions were in accordance with the
government’s policy objectives. Similarly, the identification of irrelevant activities,
duplication and gaps, assessing the effectiveness of plans in achieving objectives were asked
for. Reviewing organizational structure in relation to objectives and activities, and making
recommendations to streamline organizational arrangements were also demanded. All
institutions were advised to review their expenditure programmes and activities. This process
focused on the identification of specific objectives and activities of each project and the
assessment of appropriateness between a ministry’s strategy and the objectives, and the
corresponding outputs. In the case of selected activities, the estimated output of the
programme or projects, cost estimate, human resources requirement and agreed performance

indicators must be presented.

A Cabinet subcommittee on economic development specified the maximum expenditure
ceilings for each ministry from 2003. Spending agencies were given the freedom to forecast
their expenditure estimates for the year within their expenditure limits (see National Budget

Circular No. 97). The MoF however, reserved the right to reallocate funds according to the
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policy priority. It was prohibited to submit supplementary estimates to the Cabinet of
Ministers without the Treasury’s approval. Supplementary estimates were entertained only in
unforeseen circumstances. Spending agencies were not allowed to transfer funds between
projects in the same programme. Nevertheless, they were permitted to utilize saving from
personal emoluments in any projects. The government decided to impose a reduction on the
total budgetary provisions of spending agencies failing to furnish their performance reports on
or before 31* May (see National Budget Circular No. 109). This began from June, 2003 and

the reduction was one percent per a month.

ZBB plus MTEF to overcome the economic crisis: In 2004, Medium Term Expenditure
Framework (MTEF) was introduced to strengthen the expenditure rationalization endeavour.
The MOoF ordered all ministries to present their budget estimates for 2005 and 2006, in
addition to the year 2004 (see National Budget Circular No. 111). The MTEF was supposed to
give confidence to investors and citizens with respect to the continuation of government
policies and its efforts to tackle the budget deficit. The figures in the budget were revised
when these did not conform to the macro projections. The MoF was concerned about the
objectives and performance indicators of each individual project for the time span 2004 -
2006. The spending agencies were instructed to measure their performance in terms of input,
output, efficiency and outcome. The objectives and performance indicators were formulated

in identifying the specific results to be achieved in 2004, 2005 and 2006.

The estimates of expenditure were predicted on the basis of cash (see Budget Estimates,
2004). From 2004, a new internet-based application system was introduced. This new system
let the users view the budget ceilings and the historical budgetary allocation information. It
allowed creating new sub-projects and object items, and submitting all attachments online.
The government was not able to control the budget deficit as intended at the end of 2004 (see
Budget Estimates, 2006). The MoF instructed spending agencies to submit their budget
estimates and performance measures for the years 2005, 2006 and 2007 on the basis of ZBB
(see National Budget Circular No. 117). And the secretary to each ministry was ordered to
establish a Budget Steering Committee. This committee was expected to plan, manage and
monitor expenditures and to accomplish the objectives of the MTEF from 2005 to 2007 (see
National Budget Circular No. 120). It was chaired by the secretary of each ministry and

consisted of senior officers such as the Project Director, the Chief Accountant, the Planning
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Director and representatives from the Treasury. Despite such measures, the budget deficit

continued to increase and the existence of ZBB was terminated at the end of 2005.

The MTEF in a new direction: The MoF introduced performance budgeting in 2006 (see
National Budget Circular No. 123). The need of accomplishing and maintaining good
governance was also highlighted in the budget circular. In the budget drafting guidelines, each
spending agency was offered a recurrent and a capital expenditure ceiling. The secretary of
each ministry was allowed to allocate capital expenditure to the projects under his or her
purview within the ceiling of capital expenditure. Such appropriation must be implemented by
giving high priority to the projects that complied with the policy priority of government. In
case of inadequate expenditure allocation to high priority activity, the MoF reserved the right
to reallocate funds within the ceiling given, in consultation with the secretary of the ministry

concerned.

Development projects were financed using foreign aid and domestic borrowing. In 2007, the
MoF emphasized the importance of prudent financial management and efficient resources
planning within the MTEF. All non-performing projects were required to be presented on a
separate list in order to propose suitable alternatives in the estimates for 2007 (see National
Budget Circular No. 131). Likewise, any request for additional funding and funds transfer
except in special circumstances was not permitted. The budget estimates for 2008 were a
continuation of the MTEF and performance budgeting. The ministries and departments were
advised to submit a self-assessed performance report for 2006 and 2007, together with
estimates for 2008 (see National Budget Circular No. 136). In this year, the tight control
exercised over additional funds and funds transfer requests was softened up. Hence, spending
agencies were allowed to seek additional funds and also to transfer funds between projects in
consultation with the Treasury. At present, the country continues to rely upon performance

budgeting and the MTEF.

Financial reporting and developments

The State Accounts Department (SAD) attempted to prepare the consolidated financial
statements of the central government for the year 2002 in accordance with the IPSAS cash
basis. This department stated that this as a partial shift to modified accrual accounting. The
WB (2007) admitted that the financial statements of the government for the year 2002 are in

accordance with the IPSAS cash basis. This was the first endeavour to deviate from the
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conventional format of preparing financial statements, which had been followed since
independence (see SAD, 2003). The consolidated financial statements prepared in accordance
with the IPSAS cash basis, included a consolidated statement of cash receipt and payments
and notes to financial statements. The notes furnished with these financial statements
comprised notes on accounting policies, financial position, budget outturn, and the report of

the Auditor General.

The consolidated statement of cash receipts and payments envisages six types of receipts, i.e.
taxation, grants and aid, borrowings, capital receipts, receipts from trading activities and non-
tax revenue. The payments were made up of operational expenditures, transfers, capital
expenditures and loan and interest repayments (see SAD, 2003, 2004, 2005). In the notes on
accounting policies, the reporting entity was defined. It revealed that the financial statements
of central government exhibit transactions in ministries and departments excluding the public
corporations, state-owned enterprises and statutory boards. The expenditure outflows from the
national budget to these entities were identified and included in the consolidated accounts
except any other transaction in these entities. Likewise, it was stated that in the preparation of
financial statements, generally accepted accounting principles for cash basis accounting were
taken into account (see SAD, 2003, 2004, 2005). Moreover, the consolidated financial

statements for the years 2003 and 2004 were prepared using the same structure.

A senior administrator and member of the Institute of Chartered Accountants became the
Director General of the SAD in 2005. This department took further initiatives to provide a
comprehensive overview of the financial position, financial performance, cash inflows and
outflows including accounting policies in 2006. As stated in the financial statements for the
year ending in 2005, these were articulated in compliance with GAAPs (see SAD, 2006).
Apart from this, the financial statements were prepared following the guidance, given in the
Sri Lanka accounting standards and IPSASs. This department highlighted their move as an
initiative taken in the transitional stage of drafting and presenting the financial statements pa
per accrual accounting. The WB (2007) appreciated the disclosure of additional information
and views the move as a step towards the accrual basis. Some information, previously
disclosed in the notes, was given as main statements by changing the format of the general
purpose financial statements. These were the cash flow statement, the statement of financial
position, the analysis of total expenses in the statement of financial performance for the year,

and the statement of accounting policies.
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The statement of financial performance is divided into three main sections namely revenues,
expenditures and financing budget deficit (see SAD, 2006, 2007, 2008). The revenues consist
of tax and non-tax revenue, whilst the expenditures are recognized as recurrent and public
investment related expenditures. Domestic borrowings and foreign borrowings, taken to
finance the budget deficit, are indicated separately under the title of financing budget deficit.
In the statement of financial position, financial assets and liabilities were not initially
separated as current and non-current. The SAD indicated that the department is in the process
of collecting information relating to asset management, commitments and liabilities (SAD,
2007). As a result of this effort, information pertaining to noncurrent assets is disclosed in the
financial statements, published for the year 2007 (see SAD, 2008). The Auditor General (AG)
is of the view that a new format is in accordance with IPSASs (see SAD, 2006; 2007; 2008).

Parliamentary oversight and public finance

Parliamentary control over public funds in Sri Lanka is anticipated to enhance
accountability and to ensure executive responsiveness to legal requirements and to society’s
demand. The Constitution of the country provides provisions for parliament to have full
control of public finance (see Article 148 to 154 in the Constitution of 1978). Accordingly,
the legislature establishes oversight committees to investigate the matters pinpointed by the
AG. Two committees, namely Public Accounts Committee (PAC) and Committee on Public
Enterprises (COPE) are expected to review the accounts of ministries and government’s
institutions. The AG and the Treasury officers provide the expert knowledge to these two

committees.

The PAC and COPE are empowered to summon any officer and call for documents,
necessary in discharging their duties except ministers and deputy ministers. Likewise, they
can examine any property, office and storage facility. Their proceedings take place behind
closed-doors. These committee’s proceedings should be non-party based and resembled a
judiciary process (see Keuneman, 1964; Warnapala, 2004). Nevertheless, in contrast to the
Westminster tradition, a minister is often appointed as the chairman of these committees
from the 1980’s and inexperienced parliamentarians of ruling party are also appointed.
There have been fifty- six ministries in 2009. Every ministry is under the political authority
of a minister and a deputy minister. At least one hundred and twelve parliamentarians would
become members of the Executive. Accordingly, most of the parliamentarians, appointed to

these committees to represent the ruling political party or alliance are likely to be either
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ministers or deputy ministers. At present, both committees consist of thirty-one

parliamentarians, selected in proportion to different political parties in parliament.

The PAC and parliamentary oversight: Parliamentary Standing Order 125 provides
guidelines to carry out this committee’s investigations (see Financial Regulations, 1992;
Parliamentary Secretariat, 1998; Parliamentary Standing Orders, 1995). The PAC is the
institutional mechanism in parliament for a comprehensive oversight of financial
administration in ministries, department and local governments. This committee examines
the financial activities and procedures, performance, and management. Its investigations
enable the legislature to ascertain whether the budgetary appropriations were spent as
intended. The committee’s investigations should be conducted before the end of the

following financial year from the date of the accounts was finalized.

The PAC first orders secretaries of ministries to provide written explanations for issues
stated in the audit report before demanding verbal explanations. These written justifications
have often been incomplete and full of mistakes (see PAC, 1980; 1989a; 1992; Warnapala,
2004). Similarly, the administrators tend to attend the committee’s hearing unprepared or
inadequately prepared to provide justifications for deficiencies, irregularities and shortfalls
(see PAC, 1980; 1989; 1995; 1996; 2007). Their answers are often incomplete, inadequate,
inaccurate or inconsistent (see PAC, 1980; 1989a; 1989b; 1995; 1996; 2007). They do this
in order to avoid giving any opportunity for the members of the committee to ask further
questions (see Perera, 1964; Warnapala, 1973; 2004). Consequently, the committee has
repeatedly ordered them to present fresh explanations (see PAC 1980; 1984; 1989a; 1995;
2007; Warnapala, 2004). Despite this impediment, the committee submits its reports
proposing improvements to avoid the occurrence of similar incidents. These reports are
often not taken into parliamentary discussions and do not get due attention (Warnapala,
2004). This committee’s investigations envisage that similar malpractices and errors

continue to occur (see PAC, 1980; 1989a; 1989b; 1995; 1996; 2007).

Parliamentary oversight and the government-owned entities: The Parliamentary Standing
Order 126 provides guidelines to conduct this committee’s investigations. This committee is
concerned with the management of the government-owned entities. It endeavours to ensure
that the State-owned institutions are managed in accordance with sound business practice

and prudent commercial practices. Akin to the PAC, the chairman of the committee is the
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key to the success of its committee proceedings and findings. This committee discovered in
1981 that internal audit departments in the public corporations are barely functioning (see
COPE, 1981). The present findings of this committee do mean that the similar situation
exists (see 2007b). The COPE has observed in the 1980’s, 1990’s and 2000’s that the
administrators do not furnish acceptable justifications for questions both in writing and oral
forms (see COPE, 1981; 1994; 2002; 2007a). Accordingly, the same administrators have

been called for interrogations several times.

The provisions made in the Finance Act, No.38 of 1971 emphasises that public
corporations are bound to present printed copies of annual reports in parliament before the
expiry of ten months from the closing date of the financial year. In contrast, there is a long
delay in the presentation of annual reports to parliament (see COPE, 2002; 2007b). This
committee’s examinations, therefore, resemble ‘an autopsy’ as it scrutinizes accounts
prepared a few years ago. For instance, in 2005, the committee examined the financial
reports of public corporations from 1990 (see COPE, 2005a; 2005b). Similarly, in the year
2007 it investigated accounts between 2000 and 2006 (see COPE, 2007a; 2007b). It delivers
its reports to parliament stating recommendations to improving financial management and
administration in the State-owned institutions. Nevertheless, these reports would not always

be discussed in Parliament.

4.1.2 Accountability concerned cases

Ministerial malpractices

The PAC emphasised that accountability cannot be accomplished without accounting in
1980. This committee acknowledged that the island’s accounting system doesn’t provide
necessary information on time (see PAC, 1980). For example, ministries and departments
comprehended overspending after the Treasury had found and inquired about this. Similarly,
ministries attempted to transfer appropriations to deposit accounts in order to withhold
funds, provided for a particular financial year. The Treasury was unable to ascertain such
events until they are pointed out by the AG. The cash-based accounting system was blamed
for this. Similarly, the committee argued in 1984 that accounts should be created in a way
that would disclose economics and financial results. Furthermore, it pinpointed that the
accounting system should produce financial information essential for development planning,

and “the review and appraisal of performance in physical and financial terms” (PAC,
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1984:13p). This committee further observed that accounting must be based on accrual basis

where operational results have to be determined (see PAC, 1984).

The PAC concluded in 1984 that the Treasury had failed to provide an effective financial
control system contributing in the negation of parliamentary control over public finance.
This committee revealed a tax fraud believed to amount to the highest loss to the
government of Sri Lanka in 2007. This loss incurred between 2002 and 2004. The
businessmen who believed to be the master mind in this tax racket had escaped to a foreign
country before it was disclosed. The committee revealed that the ignorant behaviour of
senior officers in the Inland Revenue Department had deliberately permitted this fraud to
take place and proposed to initiate an inquiry regarding this. The government was asked not
to grant promotion to officers who were responsible for this loss. The government neither
accepted nor executed the suggestions in the report. One of the accused officers was
promoted to a high ranking position. The chairman of this committee, a minister and leader
of a coalition party, crossed over to the opposition by denouncing the government’s

hesitancy in this regard.

Government-owned enterprises and malpractices

The COPE views that financial statements of government-owned enterprises do not
represent real situation in these institutions (see COPE, 2002; 2007a; 2007b). Its report
revealed irregularities and corruptions, and specifically accused the Secretary to the
Treasury and two ministers of the government existed from 2001 to 2004. It was stated that
“a mere presentation of a report before parliament might not make any impact on the wrong
doing in public enterprises” (COPE, 2007a: 4). This committee blamed the Treasury for
weak management in government institutions and some ministers were also accused of
failing to observe institutions under their purview. The Secretary to the Treasury was
blamed for selling a government land to a multinational company far less than its market
value as the Chairman of the Public Enterprises Reform Commission. Moreover, two
internationally known audit firms in the island were also accused for unprofessional
behaviour (see COPE, 2007b). The reports of 2007 were generated under the chairmanship

of a ruling party’s parliamentarian.

In accordance with the Constitution, the secretary to a ministry should exercise supervision

over the departments and institutions attached to the ministry concerned. The secretaries in
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ministries and chairmen of state-owned enterprises are appointed by the President of the
country. The government did not take any disciplinary action over the accused officer or
politicians in 2007. The blamed two opposition politicians crossed over to the ruling
alliance and became ministers. One of them became a member of this committee and
participated only three committee meetings. Consequently, the chairman of this committee
refrained from supporting the budget for 2008. This politician criticised the government for
safeguarding the accused officers and the politicians. In 2008, it was intended to table this
committee’s report in the last parliamentary session. The President prorogued parliament. In

this way, the government avoided discussing this report and its findings.

4.2 The case of Norway
The formal government system in Norway is monarchy. However, in practice the royal family

has outplayed its role in the practical running and decision making. They are still in place, and
formally in charge of different tasks, but that this ceremonial. The central government is de
facto taking care of the various duties and tasks performed at central government level. The
Parliament in Norway is called the Storting, and holds the highest decision making authority

in Norway. The Parliamentary system is based on different mechanisms.

The description of the way in which Parliamentary oversight is tackled in Norway is divided
into three sections. The first section presents formal Parliament oversight and control
mechanisms. Having covered the formalities, the description then turns to elaborate on certain
problematic areas with respect to management control and parliamentary oversight, namely

accounting, budgeting and performance measurement.

4.2.1 Formal Parliamentary oversight and control mechanisms

Three formal forms of Parliamentary oversight and control mechanisms are presented below,
including the parliaments privilege to discharge/replace the central government, the role held
by the Office of the auditor general of Norway, and finally, the role held by The Standing

Committee on Scrutiny and Constitutional Affairs.
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Discharging/replacing the central gsovernment

In accordance with the Westminster model, the Norwegian Parliament is reserved the power
to dissolve the government. In Norway this “threat” has been very much “alive” by means of
the long Norwegian history of minority governments and multi-party system. The latter
frequently implies the need to form coalitions, rendering it possible to obtain majority for the
coalition of political parties. In extreme cases, this will have to be negotiated on a case to case
basis. However, coalitions make it sometimes tough to stand united, and it may happen that
controversies arise between the Parliament and the central government. This does not happen
very often, but it has happened from time to time. Last time was around 2001, ending with the
central government at that time stepping down as a result. Nevertheless, there are other
Parliamentary oversight functions which are smoother and working more frequent, if not to

say non-stop. One is carried out by the Office of the auditor general of Norway.

The Office of the auditor general in Norway

The office is independent of the central government and carries out its audit according to
predefined auditing standards (which correspond more and more to similar international
auditing standards). The Office of the auditor general in Norway holds an important position
with respect to parliamentary oversight, via its auditing function, and perhaps more and more
so in recent years. Frequently, the auditor general presents critical remarks about various
practices at the central government level, many of which relate to inappropriate and flawed

management control practices. Some examples are given below.

In the year of 1999, the Office of the Auditor General in Norway (i.e. the auditor of the state
accounts) criticized the accounts disclosed by some state agencies, including two universities
and four university colleges and found some of them to be materially misstated (The Office of
the Auditor General, 1999). The following comments were e.g. made:

“The Parliament has changed the organizing of a number of state agencies into
becoming state agencies with special authorizations. This means that these state
agencies are granted autonomy and responsibilities in regards to management
control matters. The audit conducted has revealed great variation and uncertainty in
how the special authorizations have been practiced and handled. This includes the
annual accounts’ content, and structure, which principles to apply, which reporting
requirements that apply. Development of instructions and guidance material, which
clarify the premises for the accounting practice and reporting are regarded as a
necessity in relation to the special authorizations given. ...several of the accounting
disclosures are marked by, at times, substantial failure in routines related to
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bookkeeping and management control. It may seem as though accounting errors and
faulty reporting can mainly be related to the accounting systems that are
implemented and a lack of sufficient accounting competence in the state agencies.
(The Office of the Auditor General, 1999)

The severity of the matter was deemed to have reached a level that necessitated that the Office

of the Prime Minister and the Ministry of Finance was informed about the matter. This event
was also discussed in Parliament where e.g. the leader of the Standing Committee on Scrutiny
and Constitutional Affairs made the following statement (parentheses added by the author):

“It is obvious that something has to be done. If there is a lack of competence in the
agencies, then immediate action needs to be taken to improve the competence. If this
is not taken seriously enough, then the ministries have to, via their ministers,
instruct their agency/public servants and tell them that by the time of the next
accounting reporting (disclosure), then things shall be in order! ...I must say that |
think — to put it mildly — that Parliament will be very dissatisfied if also the next Dok.
nr. 1 (a report by the Office of the Auditor General) contains the same critical
comments addressed to the same ministries and the same agencies as was the case
this year. I therefore ask, as strongly as I can, to the Minister of Finance to deal with
this problem, and that the necessary resources are allocated for this cause.”
(Kosmo, 2000)

In addition, as of the 1% of January 2001 the state universities changed budgeting principles,
by which net budgeting replaced the old gross budgeting principle. At the same time, the
universities were told by their head ministry to comply with private sector accounting
solutions and practice. According to an interviewee, this led to each of the four universities
presenting their own translated version of private sector accounting rules. The results were
accounts that were largely incomparable. The Office of the Auditor General found this to be
an unacceptable accounting practice. The Ministry of Education and Research in cooperation
with involved subordinated agencies started therefore to develop a set of rules to standardize
accounting practice in the net- budgeted agencies. The goal was to contribute to more uniform
accounting and to improve accounting quality, with private sector accounting rules and
practice providing the basis, yet taking sector specific frames of constrictions into
consideration (see also The Office of the Auditor General, 2003: 63). As part of this process,
there were, according to one interviewee, quite a lot of discussions as to what constitutes
equity in the universities. E.g., one solution was first selected, but later reversed. This process
of making rules and standardizing practice emerged into what was called “best practice” and

was made official as of 17.12.02.
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The Standing Committee on Scrutiny and Constitutional Affairs
The Norwegian parliament is organized into twelve fixed committees. One of them is called

the Standing Committee on Scrutiny and Constitutional Affairs. The following description
can be found of the Standing Committee on Scrutiny and Constitutional Affairs on the

homepage' of the Norwegian parliament:

“The Storting has organised its supervisory work in different ways over the years.
From 1814 to 1972 it was the responsibility of the Protocol Committee. From 1972 to
1981 it was dealt with by the various standing committees. A separate Standing
Committee on Scrutiny was established in 1981. Its areas of responsibility were
limited initially and its members also sat on other standing committees. Since1993 the
Storting has had a separate supervisory committee: the Standing Committee on
Scrutiny and Constitutional Affairs. The creation of this new committee represented a
strengthening of the Storting’s supervisory role. Today’s committee has wider powers
than its predecessors. ”’

The Standing Committee on Scrutiny and Constitutional Affairs deals with two key areas;
matters relating to the Storting’s supervisory authority and constitutional matters

(www.stortinget .no)1

Furthermore, the main tasks of the Standing Committee on Scrutiny and Constitutional
Affairs relate to reviewing and submitting recommendations to the Parliament in the
following (see § 12, paragraph 9 of the Rules of Procedure) ' areas:

“a. records of proceedings etc. of the Council of State, cf. Section 75, subparagraph f,
of the Constitution,

b. the annual report from the Government concerning the follow-up of resolutions of
the Storting containing requests to the Government and concerning Private
Member’s Motions submitted by the Storting to the Government for consideration and
comments,

c. documents from the Olffice of the Auditor General, and other matters
concerning the Auditor General’s activities,

d. reports from the Parliamentary Ombudsman for Public Administration and other
matters concerning the Ombudsman’s activities,

e. reports from the Storting’s Committee for the Monitoring of Intelligence,
Surveillance and Security Services and other matters concerning the committee’s
activities,
f. reports from the Storting's Accountability Select Commitee and commissions of
inquiry appointed by the Storting.

g. reports from the Parliamentary Ombudsman’s Committee for the Armed Forces and
the Parliamentary Ombudsman’s Committee for the Civilian National Service.

! http://www.stortinget.no/en/In-English/Standing-Commitees/The-Standing-Committee-on-Scrutiny-and-
Constitutional-Affairs/
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The Committee on Scrutiny and Constitutional Affairs decides in each case whether a
draft recommendation shall be submitted to the appropriate standing committee for
comment before the recommendation is presented.

Furthermore the committee deals with constitutional matters, legislation relating to
elections, and allocations to the Storting and to the Royal Household.

The committee also deals with matters in which the Storting shall consider the extent
to which constitutional responsibility shall be asserted, including whether the
Storting’s Accountability Select Committee shall be requested to make the necessary
enquiries to determine the basis for such responsibility, cf. the Act of 5th February
1932 no. 2 relating to the Legal Procedure for Offences Indicted before the Court of
Impeachment. One-third of the committee’s members may require that the committee
shall deal with such a matter on its own initiative. The committee shall make
recommendations on the matters it deals with. Should the committee find that
circumstances in an external request regarding breach of constitutional duties cannot
be prosecuted through the Court of Impeachment, the request shall be referred to the
appropriate prosecuting authority. Furthermore, the committee may decide that a
request shall not be put before the Storting when it is evident that the circumstances in
question will not result in further action. The request shall be put before the Storting
in a recommendation if one-third of the committee’s members require this. The party
that has put forward the request shall be notified of the result of the matter once it has
been dealt with. When a decision has been made to prosecute through the Court of
Impeachment, the committee acts on behalf of the Storting during the preparation and
implementation of the case.

Before committees other than the Standing Committee on Scrutiny and Constitutional
Affairs submit a recommendation that puts forward a proposal that constitutional
responsibility shall be asserted or a proposal to implement enquiries as mentioned in
Section 45 a, a draft recommendation from the committee concerned shall be
submitted to the Standing Committee on Scrutiny and Constitutional Affairs for
comment.

The committee may also make any further inquiries within the administration deemed
necessary for the Storting’s scrutiny of the public administration. Such a decision
shall be made by one-third of the committee’s members. Before the committee itself
makes such inquiries, the minister concerned shall be notified and requested to
procure the information required. The committee shall make recommendations on the
matters it deals with.

One-third of the committee’s members may require a committee hearing to be held on
a scrutiny issue pursuant to section 18.

The committee may lay down further rules for its secretariat, including the duties of
the secretariat and the use of the secretariat that may be made by individual

committee members.”

Supervisory matters

22



The Storting’s supervisory authority is there to ensure that the Government and public
administration implement decisions taken in the Storting. The Storting has established
three independent supervisory bodies to assist in this work:

The Office of the Auditor General is the Storting’s auditory and control body. The
Office of the Auditor General is independent of government administration. It is
responsible for auditing the central government accounts, monitoring administration
of the government’s interests in companies and banks (corporate control) and
ensuring that the State’s revenues are paid as intended and that the State’s resources
and assets are used and administered in a sound financial manner and in keeping with
the decisions and intentions of the Storting (performance audits). The Office of the
Auditor General reports to the Storting on these areas. In addition, it issues an annual
report.

The Storting’s Ombudsman for Public Administration (Parliamentary Ombudsman)
ensures that individuals do not suffer injustice at the hands of public administration,
and that human rights are respected. This work is carried out first and foremost by
investigating complaints brought by private individuals. The Ombudsman also takes
up issues on his own initiative and carries out inspections and visits to the civil
service, prisons, psychiatric hospitals and other closed institutions. In addition to
endeavouring to prevent injustice, the Office of the Ombudsman also aims to improve
administrative agencies in general and strengthen confidence in public administration.
The Ombudsman submits an annual report to the Storting.

The Committee for the Monitoring of Intelligence, Surveillance and Security Services
is a permanent seven-member committee who monitor the Police Security Service, the
Defence Security Service and Military Intelligence. The committee is responsible for
continuous supervision of the work of these services, and investigates complaints. It
also takes up issues on its own initiative where appropriate. The main aim is to protect
the security of the individual. The committee reports annually to the Storting.

The Standing Committee on Scrutiny and Constitutional Affairs makes
recommendations to the Storting on issues arising from the Storting’s independent
supervisory bodies. These most commonly involve documents from the office of the
Auditor General, of which reports on performance audits are the most frequent.

In addition to dealing with supervisory issues arising from one of the independent
bodies, the committee reviews other matters which come under the Storting’s
monitoring of the Government and public administration. The committee
reviews:

The Records of the Council of State. These include decisions taken by the King in the
Council of State. The records are submitted by the Government twice a year and the
committee makes recommendations twice annually, in the spring and autumn.

The Government’s annual report on the follow-up of decisions of the Storting that
contain requests to the Government and on consideration of private member's bills
submitted by the Storting to the Government for investigation and comment.

The Standing Committee on Scrutiny and Constitutional Affairs is distinguished from
other committees by the fact that it can take its own initiatives. This means that the
committee can instigate investigations into public administration which it finds
necessary in order to fulfil the Storting’s supervisory function. The other committees
can only deal with issues thar have been referred to them by the Storting in plenary.
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At least one-third of the members must vote in favour to allow the committee to open a
case on its own initiative. Once such an agreement has been reached the committee
must make recommendations to the Storting.

The committee may decide to subject a scrutiny matter to a public scrutiny hearing.
Separate rules apply for these hearings. The minister responsible is requested to
attend together with other parties whom the committee believes may be able to shed
light on the matter. Official reports are kept of public scrutiny hearings.

Constitutional Issues
The Standing Committee on Scrutiny and Constitutional Affairs reviews and makes
recommendations to the Storting on constitutional bills.

A bill to amend the Constitution may be put forward by a member of the Storting or a
member of the Government. Article 112 provides that proposed amendments to the
Constitution must be submitted during the first three sessions of an electoral term and
must be considered during the first, second or third session of the following term.
There will therefore always be a general election between the submission of a
proposed amendment and the decision whether or not to adopt it. This allows the
electorate to make its opinions known.

A two-thirds majority is required to adopt an amendment to the Constitution and at
least two-thirds of the members must be present in the Chamber to vote on any
constitutional matter.

The committee also deals with electoral legislation issues.”’

4.2.2 The Parliament’'s Budget-Reform-Commission of 1996 and its
evaluation

A “Parliament’s Budget-Reform-Commission™ was established by The Parliament's
Presidium of 21% of March 1996 (henceforth termed the Parliamentary Commission of 1996).
The commission presented its recommendations and assessments as of 20™ of March 1997. It
had been asked to explore the need for reforming the Parliament’s budgetary process.
Specifically, it was given (see The Storting's Presidium, 1997: 1) the following mandate
(author’s translation):

“Describe the budgetary process’ purpose and role. Consider the budgetary process;
in light of maintaining key economic matters and long-term economic matters and in
relation to the amount of resources devoted to this. Propose, based on
aforementioned requests, amendments perceived to be needed in order to simplify the
budgetary process as well as making it more efficient. This should in particular

2 See http://www.stortinget.no/en/In-English/Standing-Commitees/The-Standing-Committee-on-Scrutiny-and-
Constitutional-Affairs/Scrutiny-and-Constitunional-affairs-Responsibilities/
? Author’s translation. The Norwegian term is “Stortingets budsjettreformutvalg”.
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emphasize steps needed to ensure that the focus on the budgetary process becomes
more long term oriented, and that it is treated more as a whole.”

As part of its analysis, the commission considered what overall principles could be applied to
the state budget and accounts. One of the conclusions reached by the commission was that, as
a principal rule, the use of the cash principle in the state budget and accounts should continue.
The main argument for upholding the cash principle is founded on the role the state budget
plays as an important macro-economic steering and stabilizing tool in the field of fiscal
policy. To serve this purpose, the commission perceived the cash principle to be better suited
than accrual accounting. It is nevertheless stated that one ought to consider which adjustments
can be made (to the cash accounting principle) without weakening the function of the state
budget as a fiscal policy-stabilizing tool. Furthermore, it was said that other considerations,
than that of stabilizing the fiscal economy, could result in the conclusion that capital
expenditures ought to be considered as a long-term investment, as opposed to treating them
merely as expenditures. For this reason, the commission recommended that the central
government should consider, whether one ought to change the way that the administrative
business units of the state as well as the state’s petroleum activities & involvement are treated

in the state budget (The Storting's Presidium, 1997: Section 3.4.1).

Based on the commission’s recommendations it was decided to temporarily test proposed
changes to the budgetary process during 1997-2001 and to assess the new temporarily
budgetary process in 2001. To follow up the new preliminary solutions enforced based on the
recommendations given by the Parliamentary Commission of 1996; the Parliament’s
presidium established a commission, which evaluated the experiences with the new solutions.
It presented its recommendations in 2001. It suggested (see The Storting's Presidium, 2001)
that the preliminary system in force that was introduced on a trial basis in 1997 ought to be
established permanently. Of importance is also that the commission considered (though
briefly) in their report the need for modifying the cash principle. It recommended that;

“...the question of a more long-term orientation in the budgetary process and
treatment ought to be considered more closely and that the central government
should take the initiative to conduct such an evaluation. To the extent that a
modification of the cash principle in the state budget would be a natural part of an
increased focus towards a long-term horizon that too should be discussed in the
(suggested future commission’s) report.” (The Storting's Presidium, 2001)
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In different interviews with employees in the Ministry of Finance and with other people, 1
asked about the initiation of the Commission of 2001 which was given the task of exploring
the usefulness of accrual accounting at state level (see the beginning of this chapter and the
next chapter for more details). In the interviews, the respondents said that the advice given by
the Parliamentary Commission of 2000 (which evaluated the Commission of 1996) was a
main predecessor for the establishment of the Commission of 2001. Thus, the referred text
above is seen to be a request for a more detailed consideration of alternative principal
principles to apply in the state budget and accounts, and as being interrelated to a more long-

term planning horizon.

4.2.3 Concerns over performance measurement

In recent years, several changes have been made to strengthen management control and
accountability at central government level in Norway. A recent example includes a project
endevauoring to experiment with accrual accounting in central government subordinated
agencies. However, already back in the 80s (Eide & Nagell-Erichsen, 2007) the Parliament
shifted its orientation towards management by objectives and results. This was picked up and
readdressed in 1996, when a new regulation was put in place, seeking to strengthen and
structure management control and reporting structure at central government level in Norway.
More or less since then, it has been said that management by objectives (and results) is the
key steering principle and focus at central government level. To facilitate this steering
principle and focus, different guidance material has been development. (Senter for statlig
gkonomistyring, 2005), (Senter for statlig @konomistyring, 2006), (Senter for statlig
gkonomistyring, 2008)

This embarked the task to not only setting goals, but also measuring achievements and results.
Such performance measurement has, however, not been easy. A centre subordinated the
Minstry of Finance — called SS@ — has since its establishment in 2004 been working to
promote this system of enabling objectives and holding agencies accountable for them. Still,
as recent as in 2008 the SS@ acknowledged in one of its reports (SS@, 2008) that although

progress has been made there is a long way to go in this area.

26



4.2.4 Accountability concerned cases

The Standing Committee on Scrutiny and Constitutional Affairs deals with various cases
related to parliamentary oversight. These are divided into two categories, namely cases under
scrutiny (in process) and cases that have been handled (finalized cases). Moreover, the cases
are divided into three types, dealing with: budget, judicial matters and other/general matters.
The budgetary cases are related to periodical/annum budgets and related questions. Cases
about judicial matters concern a variety of different issues and are beyond the scope of this
paper. The third group about ordinary, general cases contains quite a lot of cases about
management control, the majority of which concerns issues related to efficiency and
effectiveness. Examples of raised and discussed issues are: concerns over the results and
effects of foreign aid/bilateral support, pinpointed matters by the Auditor general concerning
last years accounts — as disclosed by some central government agencies, the way in which the
central government exercise its ownership positions/financial investments, and planning and

follow-up investigations of big infrastructure (herein road-related) projects.

5 Discussion

The subsequent discussion is structured according to the defined research questions in the
paper. We start by readdressing accountability issues raised in the two countries, before
continuing with discussing accountability mechanisms in place and the extent to which they

facilitate parliamentary oversight.

5.1.1 Accountability issues raised in the two countries

Brunsson (1989) discussed the rather disparate relation between talk and action in decision
making and practical organizational conduct. The struggle witnessed in the Norwegian case
regarding performance measurement illuminates the way in which it sometimes become
difficult to convert reform ideas, talk and decisions made by the parliamentary into (concrete)
action. This creates problems in discharging accountability, but should not necessarily be seen
as only reflecting a pursuit of legitimacy. It seems just as much, or more, to be a case of
performance measurement difficulties in practice. Albeit there are difficulties in measuring

and following up on performance targets and measurement, it is still possible to do it. There
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are many cases of balanced scorecard implementations in the public sector, internationally,
but also in Norway (both in municipalities and central government agencies. The Balanced
scorecard reflects many of the same challenges, and when some cases show that this could

work, it becomes a question also about steering traditions and culture.

5.1.2 Do accountability mechanisms in place facilitate parliamentary
oversight?

Parliament of a democratic State is anticipated to exercise control over governments and
remain as an institution of exercising checks and balances over the executive and
government (see Degeling et al., 1996). This is no exception in the context of Sri Lanka.
The PAC and COPE have been established to do this task. As a result of these two
committees’ investigations, public administrators are forced to appear before their
proceedings and to provide justifications. Therefore, the PAC and COPE seem to hold the
bureaucracy accountable to parliament. Similarly, they propose recommendations based on
their findings. Indeed, accountability is seen as a relationship between the agent and the
principal, and the agent has to provide justifications and explain his or her conduct and to

accept consequences (see Bovens, 2007a; 2007b).

Parliamentary oversight entails both police-patrol oversight and fire-alarm oversight (see
McCubbins and Schwartz, 1984). Oversight committees of Sri Lankan parliament initiate
their investigations having received the Auditor General’s report. As such, the intention of
these committees’ investigations is to pinpoint malpractices occurred and to make
recommendations in order to avoid happening such events in the future. In order to do this,
it is essential to obtain necessary information and conduct investigations as early as
possible. Likewise, the committees’ members need to be free of political interest (see
Aggarwala, 1966; Burnell, 2001; Funnell, 2003). Parliamentary scrutiny should exert
effective pressure on the government (see Auel, 2007) and to hold the Cabinet of Ministers
accountable to Parliament (see Liddle, 2007; Ogul and Rockman, 1990). However, ministers
can be members of oversight committees in Sri Lanka and can even become the chairman of

these committees. Indeed, this is in contrast to the Westminster parliamentary tradition.
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Brunsson (1989) views that rationality is concerned about decisions and actions. Sri Lankan
parliamentary oversight committees have been established to deal with both decision
making process and execution process. Accordingly, these committees’ investigations
would contribute to hindering taking illegitimate decisions and illegitimate actions.
However, the conflict of interest can negatively affect on accounting practices (see Uddin
and Choudhury, 2008). The Executive President of the country can intervene into the
parliamentary activities by suspending its sessions. It is not surprising to comprehend that
the executive endeavours to take the control over the legislature to the maximum possible

level (see Funnell, 2003).

Another point is also worthwhile to mention: The UNP obtained a five-sixth parliamentary
majority and enacted a new Constitution in 1978. This facilitated to inaugurate an Executive

President with a Westminster-type parliament (see Parliamentary Secretariat, 1998).

Some of the former colonies have often attempted to inaugurate new political models by
replacing the parliamentary system inaugurated in the dawn of independence. This is done in
accordance with the interest of political leadership in the government. A political model
consisting of an executive president has been seen as the choice in many instances (see Stepan
and Skach, 1993). This kind (semi-presidential) of model is being selected to strengthen the

executive.

6 Conclusions

We have studied and discussed parliamentary oversight. To conclude our findings, we found
that Parliament oversight is to some extent taken care of by parliamentary committees.
However, we also find that other mechanisms are in place, like the threat to replace minority
governments as found in Norway and the scrutinizing carried out by both the office of the
auditor general and, in the Norwegian case, the (special) Standing Committee on Scrutiny and
Constitutional Affairs. As for changes being made to Parliament oversight, our empirical
evidence points to the importance of inadequate or ill-functioning management control

practices and tools, like accounting, and budgeting, not to mention performance measurement.
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Suggestions for further research include e.g. a more detailed overview of the cases dealt with
by the parliaments. Relevant questions include e.g.: How were the formalities handled? How
long did it take to clarify certain matters in the committees? How many voted for or against

certain cases — made subject to parliamentary oversight and scrutiny?

References

Aggarwala, R. N. (1966) Financial Committees of the Indian Parliament, New Delhi: S.
Chand and Company.

Ahmed, N. (2001) “Parliamentary Committees and Parliamentary Government in
Bangladesh”, Contemporary South Asia, 10(1):11-36.

Aldons, M. E. (1985) “Classification of Parliamentary Committees”, Australian Journal of
Public Administration, 41(4):333-351.

Andeweg, R. B. (2000) “Ministres as Double Agents? the delegation process between
cabinet and ministers”, European Journal of Political Research, 37(3-4): 377-395.
Ansari, S. L. and Bell, J. (1991) “Symbolism, Collectivism and Rationality in Organizational

Control”, Accounting, Auditing and Accountability Journal, 4 (2): 4-27.

Auel, K. (2007) “Democartic Accountability and National Parliaments: redefining the impact
of parliamentary scrutiny in EU affairs”, European Law Journal, 13(4):487-504.

Barberis, P. (1998) “The New Management and a New Accountability”, Public
Administration, 76 (3):451-470.

Barton, A. D. (2006) “Public Sector Accountability and Commercial-in-Confidence
Outsourcing Contracts”, Accounting Auditing and Accountability Journal, 19(2):256-
271.

Blackton, J. S. (1983) “The Private Sector in Sri Lanka since 19777, Asian Survey,
23(6):736-751.

Bovens, M. (2005) “The Concept of Public Accountability”, in Management, Ferlie, e.,
Lynne, L. and Politt, C. (eds.), The Handbook of Public, Oxford: Oxford University
Press.

Bovens, M. (2007a) “Analysing and Assessing Accountability: a conceptual framework”,

European Law Journal, 13(4):447-468.

30



Bovens, M. (2007b) “New Forms of Accountability and EU-Governance”, Comparative
European Politics, 5 (1):104-120.

Broadbent, J. and Laughlin, R. (2003) “Control and Legitimating in Government
Accountability Processes: the private finance initiative in the UK”, Critical
Perspectives on Accounting, 14(1-2):23-48.

Brunsson, N. (1989) The Organization of Hypocrisy: Talk, decision and actions in
organizations, England: John Wiley and Sons.

Burnell, P. (2001) “Financial Indiscipline in Zambia’s Third republic: the role of
parliamentary scrutiny”, The Journal of Legislative Studies, 7(3):34-64.

Carmona, S. and Ezzamel, M. (2007) “Accounting and Accountability in Ancient
Civilizations: Mesopotamia and ancient Egypt’, Accounting, Auditing and
Accountability Journal, 20(2):177-209.

Carnegie, G. D. and West, B. P. (2005) “Making Accounting Accountable in the Public
Sector”, Critical Perspectives on Accounting, 16(7):905-928.

Cooray, J. A. L. (1964) “Some Aspects of the Constitution of Ceylon”, in Weerasinghe, L.
A. (ed.), the Constitution and Public Finance in Ceylon, Maharagama: Saman Press.

COPE (Committee on Public Enterprises) (1981) Seventh Report from the Committee on
Public Enterprises, Sri Lanka: Department of Government Printing.

COPE (1994) Fifth Report From the Committee on Public Accounts, Sri Lanka: Department
of Government Printing.

COPE (1983) Parliament and Public Corporations: a report by the COPE, Sri Lanka: State
Printing Corporation.

COPE (2002) First Report from the Committee on Public Enterprises, Sri Lanka:
Department of Government Printing.

COPE (2005a) Second Report from the Committee on Public Enterprises, Sri Lanka:
Department of Government Printing.

COPE (2005b) Third Report from the Committee on Public Enterprises, Sri Lanka:
Department of Government Printing.

COPE (2007a) First Report from the Committee on Public Enterprises, Sri Lanka:
Department of Government Printing.

COPE (2007b) Second Report from the Committee on Public Enterprises, Sri Lanka:
Department of Government Printing.

Degeling, P., Anderson, J. and Guthrie, J. (1996) “Accounting for Public Accounts
Committees”, Accounting, Auditing and Accountability Journal, 9(2):30-48.

31



Deleon, L. (1998) “Accountability in a ‘Reinvented’ Government”, Public Administration,
76(3):539-558

de Silva, D. S. (1964) “Financial Provisions of our Constitution”, in the Constitution and
Public Finance in Ceylon, Weerasinghe, L. A. (ed.), Maharagama: Saman Press.

Dillard, J. F. and Ruchala, L. (2005) “The Rules are no Game: From instrumental rationality
to administrative evil”, Accounting, Auditing and Accountability Journal, 18 (5): 608-
630.

Duverger, M. (1980) “A New Political System Model: semi-presidential government”,
European Journal of Political Research, 8(2):165-187.

Eide, H. P., & Nagell-Erichsen, H. (2007). Status for risikostyring i staten, sett fra Senter for statlig
gkonomistyring. Internrevisoren(1): 20-22.

Fernando, D. J. G. (1991) Financial Reforms in Sri Lanka: a study 1977-1987, Colombo:
Central Bank of Sri Lanka.

Financial Regulations of Ceylon-1966, Ceylon: Department of Government Printing.

Financial Regulations of Democratic Socialist Republic of Sri Lanka-1992, Sri Lanka:
Department of Government Printing.

Fowles, A. J. (1993) “Changing Notion of Accountability: a social policy view”, Accounting
Auditing and Accountability Journal, 6(3):97-108.

Funnell (2003) “Enduring Fundamentals: constitutional accountability and auditors-general
in the reluctant state”, Critical Perspectives on Accounting, 14(1):107-132.

Guthrie, J., Olson, O., & Humphrey, C. (1999). Debating developments in new public financial
management: The limits of global theorising and some new ways forward. Financial
Accountability & Management, 15(3/4): 209-228.

Gray, A. and Jenkins, B. (1993) “Codes of Accountability in the New Public Sector”,
Accounting, Auditing and Accountability Journal, 6(3):52-67.

Haque, M. S. (2007) “Limits of Public Accountability Under the Reinvented State in
Developing Nations”, Public Administration Quarterly, 31(4):430-452.

Holland, 1. (2004) “Reforming the Conventions Regarding Parliamentary Scrutiny of
Ministerial Actions”, Australian Journal of Public Administration, 63(2):3-15.

Hood, C. (1995) “The New Public Management in the 1980s: the variation on a theme”,
Accounting Organizations and Society, 20(2\3):287-305.

Hopwood, A. G. (1983) “On Trying to Study Accounting in the Contexts in which it
operates”, Accounting Organizations and Society, 8(2\3):287-305.

32



Hopwood, A. G. (2000) “Understanding Financial Accounting Practice”, Accounting
Organizations and Society, 25(8):763-766.

Hume, L. J. (1963) “Parliamentary Scrutiny and the Financial Documents”, Journal of the
Australian Regional Groups of the Royal Institute of Public Administration, 22(2):165-
177.

Hyndman, N. (2008) “Accounting and Democratic Accountability in Northern Ireland”, in
Ezzamel, M., Hyndman, N., Johnsen, A. and Lapsley, L., (eds.), Accounting in Politics:
devolution and democratic accountability, Abingdon: Taylor and Francis Group.

Iyoha, F. O. and Oyerinde, D. (2010) “Accounting Infrastructure and Accountability in the
Management of Public Expenditure in Developing Countries: a focus on Nigeria”,
Critical Perspectives on Accounting, 21(5):361-373.

Jacobs, K. and Jones, K. (2009) “Legitimacy and Parliamentary Oversight in Australia: the
rise and fall of two public accounts committees”, Accounting Auditing and
Accountability Journal, 22(1):13-34.

Kashyap, S. C. (1990) “A New Parliamentary Initiative: subject-based standing committees
of parliament”, Economic and Political Weekly, 25(40):2273-2279.

Kearney, R. N. (1983) “The Political Party System in Sri Lanka”, Political Science
Quarterly, 98(1):17-33.

Keuneman, P. G. B. (1964) “Comment on the Brains Trust”, in Weerasinghe, L. A. (ed.) the
Constitution and Public Finance in Ceylon, Maharagama: Saman Press.

Kim, P. S. (2009) “Enhancing Public Accountability for Developing Countries: major
constraints and strategies”, The Australian Journal of Public Administration, 68(1):89-
100.

Koppell, J. G. S. (2005) “Pathologies of Accountability: ICANN and the challenge of
multiple accountability disorder”, Public Administration Review, 65(1):94-108.

Lewis, C. and Coghill, K. (2005) “Surveying Research on Parliament and Parliamentary
Oversight of the Public Sector”, Australian Journal of Public administration, 64(1):62-
67.

Liddle, J. (2007) “Challenges to Democratic Legitimacy, Scrutiny, Accountability in the UK
National and Local State”, Public Administration Quarterly, 31(4):397-428.

Liyanarachchi, G. A. (2009) “Accounting in Ancient Sri Lanka: some evidence of the
accounting and auditing practices of Buddhist monasteries during 815-10177,

Accounting History, 14(1\2):101-120.

33



Maor, M. (1999), “Electoral Competition and the Oversight Game: a transaction cost
approach and the Norwegian experience”, European Journal of Political Research,
35(3): 371-388.

McCubbins, D. and Schwartz, T. (1984) “Congressional Oversight Overlooked: Police patrol
versus fire alarms”, American Journal of Political science, 28(1):165-179.

Ministry of Finance and Planning (1999) Financial Management Code, Sri Lanka: State
Printing Corporation.

Ministry of Finance and Planning (2005) National Budget Circular No. 123: Budget Call
2006, Sri Lanka: Department of National Budget.

Ministry of Finance and Planning (2008) National Budget Circular No. 139: Budget Call
2009, Sri Lanka: Department of National Budget.

Mulgan, R. (2000) “Accountability: an ever-expanding concept?”’, Public Administration,
78(3):555-573.

Mulgan, R. (2008) “Public Sector Reform in New Zealand: issues of public accountability”,
Public Administration Quarterly, 32(1):1-32.

Newberry, S. and Pallot, J. (2005) “A Wolf in Sheep’s Clothing? wider consequences of the
financial management system of the New Zealand central government”, Financial
Accountability and Management, 21(3):263- 277.

Oberst, R. (1985) “Democracy and the Persistence of Westernized Elite Dominance in Sri
Lanka”, Asian Survey, 25(7):760-772.

Oberst, R. (1986) “Administrative Conflict and Decentralization: the case of Sri Lanka”,
Public Administration and Development, 6(2):163-174.

Ogul, M. S. and Rockman, B. A. (1990) “Overseeing Oversight: new departures and old
problems”, Legislative Studies Quarterly, 15(1):5-24.

Olson, O., Humphrey, C., & Guthrie, J. (2001). Caught in an evaluatory trap: a dilemma for public
services under NPFM. The European Accounting Review, 10(3): 505-522.

PAC (Public Accounts Committee) (1980) Sixth Report from the Committee on Public
Accounts, Sri Lanka: Department of Government Printing.

PAC (1984) Twelfth Report the Committee on Public Accounts, Sri Lanka: Department of
Government Printing.

PAC (1989a) Fourth Report from the Committee on Public Accounts, Sri Lanka: Department
of Government Printing.

PAC (1989b) Eleventh Report from the Committee on Public Accounts, Sri Lanka:

Department of Government Printing.

34



PAC (1992) Ninth Report from the Committee on Public Accounts, Sri Lanka: Department of
Government Printing.

PAC (1995) Third Report from the Committee on Public Accounts, Sri Lanka: Department of
Government Printing.

PAC (1996) Fourth Report from the Committee on Public Accounts, Sri Lanka: Department
of Government Printing.

PAC (2007) Interim Report: the management of government tax revenue, Sri Lanka:
Department of Government Printing.

Parliamentary Standing Orders of the Democratic Socialist Republic of Sri Lanka-1993, Sri
Lanka: Department of Government Printing.

Parliament Secretariat (1998) Golden Jubilee of Sri Lanka’s Independence: 50 years of
parliament, Sti Lanka: Parliament Secretariat.

Paulsson, G. (2006). Accrual accounting in the public sector: Experiences from the central government
in Sweden. Financial Accountability & Management, 22(1): 47-62.

Public Administration Circular No. 135 in April, 1979.

Public Administration Circular No. 136 in April, 1979.

Public Administration Circular No. 137 in April, 1979.

Public Administration Circular No. 140 in May, 1979.

Public Administration Circular No. 181 in October, 1980.

Public Administration Circular No. 221 in July, 1983.

Patton, J. M, (1992) “Accountability and Governmental Financial reporting”, Financial
Accountability and Management, 3(3):165-180.

Perera, K. J. L. B. (1998) “Political Environment of Public Administration in Sri Lanka: fifty
years of change”, Sri Lankan Journal of Management, 3(1/2):1-15.

Perera, N. M. (1964) “Comments of the Brains Trust: some aspects of the Constitution of
Ceylon” in Weerasinghe, L. A. (ed.) the Constitution and Public Finance in Ceylon,
Maharagama: Saman Press.

Radcliffe, V. (1998) “Efficiency Audit: An assembly of rationalities and programmes”,
Accounting, Organizations and Society, 23 (4): 377-410.

Roberts, J. and Scapens, R. (1985) “Accounting System and System of Accountability:
understanding accounting practices in their organizational contexts”, Accounting
Organizations and Society, 10(4):443-456.

Rockman, B. A. (1984) “Legislative-Executive Relations and Legislative Oversight”,
Legislative Studies Quarterly, 9(3):387-440.

35



Romzek, B. S. and Dubnick, M. J. (1987) “Accountability in the Public Sector: lessons from
the challenger tragedy”, Public Administration Review, 47(3):227-238.

Romzek, B. S. and Ingraham, P. W. (2000) “Cross Pressures of Accountability: initiative,
command and failure in the Ron Brown plane crash”, Public Administration Review,
60(3):240-253.

SAD (State Accounts Department) (2003) Consolidated Financial Statements for the year
ended 31°' December 2002, Sri Lanka: Department of Government Printing.

SAD (2008) Consolidated Financial Statements for the year ended 31" December 2007, Sri
Lanka: Department of Government Printing.

Sanderatne, N. (1998) “Reflection on Accountability of Public Expenditure”, IPFDA
Newsletter, 2(1):12-19.

Scarparo, S. (2008) “Accountability in the UK Devolved Parliament and Assemblies”, in
Ezzamel, M., Hyndman, N., Johnsen, A. and Lapsley, 1., (eds.), Accounting in Politics:
devolution and democratic accountability, Abingdon: Taylor and Francis Group.

Scott, M. B. and Lyman, S. M. (1968) “Accounts”, American Sociological Review, 33(1):46-
62.

Scott, C. (2000) “Accountability in the Regulatory State”, Journal of Law and Society,
27(1):38-60.

Senter for statlig gkonomistyring. (2005). Bakgrunnsnotat om mal- og resultatstyring (No. 1.9). Oslo.

Senter for statlig gkonomistyring. (2006). Mdl- og resultatstyring i staten - en veileder i resultatmdling
(No. 29.11.06). Oslo.

Senter for statlig gkonomistyring. (2008). Mdl- og resultatstyring i St.prp. nr. 1 (2007-2008): En
casestudie (No. 8/2008). Oslo.

Sinclair, A. (1995) “The Chameloen of Accountability: forms and discourses”, Accounting
Organizations and Society, 20(2/3):219-237.

Singleton-Salmon, R. (1964) “Comment on the Brains Trust: government budgeting and
accounting in Ceylon”, in Weerasinghe, L. A. (ed.), the Constitution and Public
Finance in Ceylon, Maharagama: Saman Press.

Stepan, A. and Skach, C. (1993) “Constitutional Framework and Democratic Consolidation:
parliamentarianism versus presidentialism”, Worlds Politics, 46(1):1-22.

The Asian Development Bank (ADB) (2000) Sri Lankan Development Forum: Statement by
the ADB, Paris: the Asian Development Bank.

36



The ADB (2002) Diagnostic Study of Accounting and auditing Practices in Selected
Developing Members Countries: Azerbaijan, Fiji Islands, Philippines and Sri Lanka,
Manila: the Asian Development Bank.

The Constitution of the Democratic Socialist Republic of Sri Lanka-1978, Sri Lanka: The
Department of Government Printing.

The World Bank (WB) (2000) Sri Lanka: Recapturing Missed Opportunities, Washington
DC: the World Bank.

The WB (2007) Sri Lanka Public Sector Accounting and Auditing: a comparison to
international standards: country report, Washington: the World Bank.

Thomas, P. G. (1979) “The Lambert Report: parliament and accountability”, Canadian Public
Administration, 22(4):557-577.

Thomas, P. G. (2009) “Parliamentary Scrutiny of Government Performance in Australia”, The
Australian Journal of Public Administration, 68(4):373-398.

Uddin, S. and Choudhury, J. (2008) “Rationality, Traditionalism and the State of Corporate
Governance Mechanisms: Illustrations from a less-developed country”, Accounting,
Auditing and Accountability Journal, 21 (7): 1026-1051.

Warnapala W. A. W. (1980) “Sri Lanka’s New Constitution”, Asian Survey, 20(9):914-930.

Warnapala W. A. W. (2004) Parliament and Public Accountability in Sri Lanka, Sri Lanka:
Godage International Publishers (pvt) Ltd.

Whitemore, S. (2010) “Parliamentary Oversight in Putin’s Neo-patrimonial State: watchdogs
or show-dogs?”, Europe-Asia Studies, 62(6):999-1025.

Wilson, A. J. (1968) “The Public Service Commission and Ministerial Responsibility: the
Ceylonese experience”, Public Administration, 46(1):81-94.

Wilson, A. J. (1971) “Ceylon: a new government takes office”, Asian Survey, 11(2):177-184.

Wilson, A. J. (1972) “Ceylon: a time of trouble”, Asian Survey, 12(2):109-115.

Wilson, A. J. (1999) “Ceylon’s (Sri Lanka’s) Passage to Independence: a documentary
source on colonial demission, proconsuls and proto-nationalists”, The Round Table,
34(1): 97-108.

Woodward, A. (1975) “Sri Lanka’s electoral Experience: from personal to party politics”,

Pacific affairs, 47(4):455-471.

37



