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Introduction

Why is financial oversight in the

security sector important?

Financial oversight in the security sector is a key
instrument for ensuring that public funds allocated
by the state for the security of the people are spent
in a transparent and accountable manner.

However, the financial management of security
sector institutions is often characterised by opacity
rather than transparency. Even in established
democracies, the budgets and financial operations
of law-enforcement, military and intelligence
organisations are often concealed from public
scrutiny and sometimes even from formal external
oversight by parliament or audit institutions.
Furthermore, in many developing countries,
disproportionate security expenditures prevent
the use of public funds for socio-economic
development.

Why this Toolkit?

Building the conceptual and technical capacities
of specialized practitioners is a crucial step
towards strengthening financial oversight in the
security sector. This Toolkit is designed for financial
oversight practitioners who wish to:

« Gain access to best international practice in
financial oversight of the security sector

« Improve their professional ability to
financially  oversee  security  sector
institutions

« Acquire a more proactive attitude toward
conducting thorough financial oversight
activities of security sector institutions

« Assert their authority in scrutinizing
budgets and  financial operations
conducted by security sector institutions.

Financial Oversight in the Security Sector:
A Toolkit for Trainers
© DCAF, 2015

How was this Toolkit developed?

The exercises and training material included in
this Toolkit were developed based on four needs
assessment meetings with financial oversight
employees and two trainings of financial oversight
practitioners in the Palestinian territories in 2013-
2014. The Geneva Centre for the Democratic
Control of Armed Forces (DCAF) conducted the
trainings in cooperation with DCAF international
experts and with the financial support of the
European Union.

The tools that are part of this training manual
contain a generic component that can be used
in virtually any country where financial oversight
practitioners in the security sector require capacity
building. The tools also contain a locally adapted
component, which offers examples from the
Palestinian training course and suggestions for
how to adapt activities and materials to suit the
trainer’s own context.

Other DCAF publications on financial
oversight in the security sector

In addition to this Toolkit, DCAF has published
other reference material on financial oversight in
the security sector. These publications include:

1. Guidebook: Strengthening Financial
Oversight in the Security Sector, 2012.

2. A Palestinian Legal Collection: Financial and
Administrative Oversight in the Security
Sector, 2013 [English edition forthcoming]

3. Financial Oversight in the Security Sector: A
Compilation of International Standards, 2015.

To download these or other publications please
visit: www.dcaf.ch/publications
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Using the Training Toolkit

Overview

The training toolkit has been designed to be
used as a whole training course, which covers six
different topics relevant to financial oversight and
security sector governance. The six topics may
also be used individually as ‘stand-alone’ training
sessions.

What does the Toolkit include?

The training Toolkit includes one introductory tool
(Tool 1) and six training tools. Each tool has a three-
hour generic component. The generic material is
applicable internationally and can be used without
adaptation in any training context. In addition,
there are suggestions and example activities for
adapting material to a particular context. They are
designed to be amended by the trainer to engage
with local issues specific to the trainer’s own
context. It is envisaged that the localised session
would take two hours, but it can be as long as the
trainer deems necessary.

The Toolkit contains the following seven tools
(including this one):

Tool 1. Using the Toolkit and Acquiring Trainings
Skills

Tool 2. Concepts and Main Actors of Financial
Oversight in the Security Sector

Tool 3. Medium-term Strategic Financial Planning
for Security Sector Institutions: Tools and
Techniques

Tool 4. The Budget Cycle and the Security Sector

Tool 5. Auditing and Integrity in the Security
Sector

Tool 6. Handling Legal Gaps while Practicing
Financial Oversight in the Security Sector

Tool 7. Financial
Agencies

Oversight of Intelligence

Financial Oversight in the Security Sector:
A Toolkit for Trainers
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These tools may be used for individual training
workshops on each topic or as a comprehensive
training course.

The toolkit user

The training sessions in the Toolkit are intended
to be read and used by trainers with expertise in
financial oversight and security sector governance
and reform.

The target audience

Thetargetaudience for the training course outlined
in the Toolkit is mainly practitioners involved in
financial oversight of public institutions, including
security sector organisations. These practitioners
include specifically, but not exclusively:

« Parliamentarians and their staffers who are
involved in financial oversight and budget
control activities

« Members of Supreme Audit Institutions
(SAls) who provide expertise and support in
financial oversight activities

« Strategic-level members of security and
defence institutions in charge of preparing
and executing budgets

+ Representatives of executive authorities,
including ministries who oversee the
preparation and execution of security and
defence budgets

« Officers and auditors working in core
security and justice institutions whose role
is to perform internal controls and audits.

The ideal number of participants for the course is
around 15 people. However, the course may be
used with more participants.

DCAF
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Tool 4. The budget cycle and the security sector

Using the toolkit in the trainer’s own
context

As mentioned above, the tools in thisToolkit consist
of generic training sessions and locally adapted
training sessions. The generic training sessions
included in the toolkit have been developed
to be used in any context. However, if possible,
the trainer should conduct some form of needs
assessment in his/her own context. Based on the
results of the analysis, the trainer can understand
which training sessions to use, which to prioritise,
and which to adapt. The localised training sessions
give examples and offer suggested objectives for
use in the trainer’s own context.

When choosing which of the sessions in the toolkit
to use, the trainer can choose to use only part of a
session or to rearrange the order of the activities
if desired. However, the trainer should be aware
that some of the activities in a session follow
each other, and one activity may often build on a
previous activity.

The structure of a generic training
session

A generic training session consists of the following
six elements:

1. The introduction lists the learning objectives
and focus questions for the session. It also
gives an overview that lists the handouts and
trainer resources that are used in the session.

2. The session plan gives a full overview of the
training session. It is a guide for the trainer to
get a quick understanding of the session. It
is also used as a quick reference to help the
trainer keep track of activities and timing
during the training.

3. Thedescription of activities explainsin more
detail how to carry out the activities listed in
the session plan.

4. The handouts are given to the participants
during the activities in the sessions. They are
easily photocopied and can include:

«  Worksheets with tasks for the participants
to complete

Financial Oversight in the Security Sector:
A Toolkit for Trainers
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«  Hardcopies of PowerPoint presentations
«  Summaries of key information
«  Extracts of, or references to, publications

5. The trainer resources provide supporting
information for the trainer. They can include:

«  Summaries of international best practices
«  Answer sheets

6. The suggested resources contain references
relevant to the activities

Types of activities

The types of activities in the sessions are designed
to involve and engage the participants. They are
expected to build their own understanding of the
concepts and issues presented. Often this means
encouraging participants to work and provide
feedback in groups rather than ‘teaching’ them
topics in a non-participative way.

Trainers might nevertheless be advised to make
PowerPoint presentations. The training tools do
include handouts with PowerPoint presentations,
which may be adapted by the trainer as required.
However, the trainers are encouraged to use a
minimum number of slides. It is also recommended
that they use images or other types of documents
that are likely to trigger participants’ attention and
active participation. The trainer may provide the
participants with a hardcopy of the presentation
before or after it is shown. The trainer may also
ask the participants to discuss a question in pairs
before asking for feedback.

The structure of a local training session

A local training session contains example materials
and objectives for the local sessions to cover. It is
given as an example for the trainer to draw on in
his or her own context when devising his or her
own localised sessions and materials.

The structure of a local training session is similar
to that of the generic training session (see above).
Suggested example activities are given instead of
a full session plan.
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A local training session consists of the following
five elements:

1. Session objectives: These are objectives that
can be addressed by the trainer in his or her
own context.

2. Suggested content to be covered: This
content addresses the objectives and can be
adapted by the trainer to fit his or her own
context.

3. Example activity(ies): The example
activity(ies) include time, materials and a
description of the activity.

4, Suggested sources: The suggested sources
are references for the trainer to use when
adapting these example activities.

Financial Oversight in the Security Sector:
A Toolkit for Trainers 9
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The budget cycle and the security sector: The
training session

Introduction « Sharing experiences of field practices and
developing solutions to be applied in the

. e s articipants’ work practices.
Learning objectives particip P

This session aims to give participants a working Focus questions

knowledge of the budget cycle in relation to the

security sector and an understanding of who the The following questions are addressed through
main actors in the budget cycle in the security the activities in this session:

sector are. The session allows participants to

. i i ?
understand their role in the security sector How important is the budgetary process?

budget cycle. The specific learning objectives . What are the roles of the main actors in
include: overseeing the budget cycle?
+ Understanding the importance of the - How can the effectiveness of budgeting be
budgetary process measured?
. Recognizing' the roles of the main actors in - What are modern definitions of budgeting
and overseeing the budget cycle and the budget cycle and how can they be

« Measuring the effectiveness of budgeting applied to defence and security?

«  How can budgeting knowledge be applied

« Becoming aware of modern definitions of : e
in the participants’ work context?

the budget cycle and budgeting practices

« Applying modern budgeting concepts to
defence and security

Overview
Session Plan The budget cycle and the security sector

Description of Activities
Handout 4.1 Pre-session test: The budget cycle and the security sector
Handout 4.2 PowerPoint presentation hardcopy: The budget cycle and the security sector

Handout 4.3 Extract of European Commission document on Mobility, Transport and Road Safety:
Performance, Outcome and Output Measures

Handout 4.4 Worksheet on European Commission document on Performance, Outcome and Output
Measures

Handout 4.5 Extract of US Government document containing Examples of Performance Measures in the
Departments of the Interior and Justice

Handout 4.6 Worksheet on US Government document containing Examples of Performance Measures in
the Departments of the Interior and Justice

Handout 4.7 Open Budget Report 2012: Key Documents for Open Budget Index and Country Rankings
Handout 4.8 Worksheet on the Open Budget Report 2012
Trainer Resources 4.1 Answers to the pre-test

Financial Oversight in the Security Sector: 1 0

A Toolkit for Trainers
© DCAF, 2015

DCAF

DCAF. a cent urity,
_— development and

the rule of law



*(SUOIIN}IASUI 10323s A1IND3s *6°9) suonesiuebio dijgnd ui si03oe 3[2A>
196pnq jo 301 3y} suje|dxa os|e Jaujes} ay] ‘yoeoisdde Hupebpng pajuUSLIO-S} NS B
40 pue 126pnq 10123s dijgnd e jo uolHuYap ay) syuasald Jauiel) ay] 9|24 19bpnqg

(01-1
Sapl|s) 10333s A31inas ay} pup
31242 126pnq ay3 03 uonINPoIIU|

93 ul (sswweiboid sy jo uonejuswaldwi) bunsbpng pue (s|aA3] Juswabeuew :Adodpipy uonpiuasaid
pue [eonijod a3 wouy sismod Jo uonebaep pue sioledipul sduewloiad ‘quswasibe I041amM0d Z*p Inopupy | (01 O1 | S3pI[s) 101035 A)indas
souewlopiad) butwwesboad Jo syusuoduwiod pue sydsduod 3L} 3INPOoIUL SIPI|S 3SaY | ay1 pup 3j242 1ab6pnq ay1 03
‘(' 3InopupbH) uoneyuasaid JUI04Iamod Sl Jo 0L 0} | SIpIIs sjuasald Jsulesy ay| z'Lslqo dnoub sjoym o0y Jaures| Uo1I2NPOIIUJ JO JUIOGIBMO4 |  UIW G| T
401235
A11ndas ay1 pup 31243 126pnq
'1593-a4d 9y} lamsue a1 U0 1531-21 | *p JNOPUDH
syuedidijied syl (1w InopupH) 1s91-24d a1 saINquUISIp Jaulely sy “(buiwn pue
SIUAIIDR ‘PISSIIPPE SUOIISIND SNDOJ ‘9DURAS|I) UOISSIS S SMIIAISAO Jaules) ay| [ (eTe} dnoub sjoym o0y Jaures| 1531-24d pup uoidnpoUl | UIW G| ‘1

s91nuiw 081l swil
ssadoud 9243 396pnq ay3 ul ybisiano bujuayibuang .
SS9UDAIIIRYD SH pue 3]24d 19bpnqg ay | .
91242 196pnq ay;3 Jo si103oe 3y} :bunabpng 03 buiwweiboid woi4 .
sawo0d1no pue syndino ‘synduj :bunsbpng pajusiio-syNsay . 0315105

uoIHUYSp UISpow e :326png .

3Q 0} JUAUOD

924> 196pnq ay3 Jo ad130eId pue UOIHUYSP UISPOW JO IBME dW0d3g

3242 196pNnq 2y} HUISISIDAO SI03DR UleW dY} JO S9]04 Y} 9zIubodaY

sod13oeud siom syuedidinied syy ul Ajdde oy suonnjos Buidojaasp pue sadiioesd piay Jo saduaLIRdxa aieys

A111n23s pue 3duayap 03 s3daduod Hbuebpng uispow A|ddy

Oc_uwm_u:n JO SSaULAIIdaYL 9] ainseawl 0} MOY uJesT

N M B o

9[2A>/sse001d Kierebpnq ay) jo souepodwi ayy sziuboday  °|

10} 3|ge 3¢ ||Im spuedidiiied

uejd uoissas

SaA1309(qo buluiea

DCAF

a centre for security,
development and
the rule of law

g/ ?
DCAF
_—

11

Financial Oversight in the Security Sector:

A Toolkit for Trainers
© DCAF, 2015



‘(L' S924n0say Jauip.]) 1ou Jo syuedidipied ay) 03 199Ys sIamsue ay)
3INQUISIP 01 SJUBM 3YsS/3Y Jaylaym apIdap 03 Jaulel} ayy 03 dn s;3| ‘syuedipipied ayy
Y3IM SI9MSUER D|CeHNS 1SOW DY) SISSNISIP UBY) dYS/dH "slamsue 1sa3-2.d 419y} peas 0}

suoinjos
1591-21d | *{ S93AN0S3Y IdUIDI]

pue [ i JnopupH e} 0} syuedidiyied ayy bupjse Ag uoissas ayr dn sdeam Jsutenn syl | '€’z slqo dnoub sjoym o1 sautes| uoIsnjpuo) ulw Q1 ‘L
*dnoJb sjoym ayy 03 sdnoub |jews sy
Aq uanIb s1 3degPa34 *(8 INOPUBH) JUSWND0P 3y} JO SI0jedIpul dduewloylad pue
So|qeJaAllep ‘sswwelpoid ‘S9w0d1n0 Jo Ch@HHmQ 9Y3 UO paseq si siy] “ulejuod pjnom 122YS)I0/\ 8°F INOPUDH
IX9JUOD pue YIOM JI3Y} 0} paje|al jusawaleys Adijod 196png paseq-aduewiopad
e Jeym Ssndsip pue suonsanb ayy Jamsue 0} g nopupp ssn syuedpipied sy z10Z faning
12bpng uadQ £k INOpubH
"Jybisiano pue Aoualedsuely spipbpupis 322 1bpnq
uo spiepuejs [euoljeulalul buimoljoy syuswndop buipioddns sy pue 3@6png e dijgnd (sdnoib /puonbuiUl pup ssadoid
93} 0} JWQNS P|NOYSs JuUsWuIdA0b e moy sjuasaid Jsulely ay] “(£'# INOPUPH) 7107 |lews) sdnoub noxeaiq ui 3}Jom 3J2/2 39bpnq ay1 o 1ybisiano
Aanins 1o6png uadp ‘yuswindop ay3 Jo s3diadxd ay} sedNpoJUl Agalq Jaulesy Yl | ¥’ ‘2 s[qo uay} dnoib sjoym oy Jaules] buiuayibuauis :uoissnosig ulw 0§ ‘9
101235 A111n23s ay3 pup
'saulpwi 119y} pue saseyd Juasayip sy3 yonoiy) 32/2 12bpnq ay1 03 uoidNPo.IU|
sjuedidipied ay)y speaj pue 3242 196pnq 103095 A114nd3s e Jo sjdwexa ue syuasaid os|e :Adodpipy uonpiuasaid
JauleJ} 3] "painsesw aq ued A3y3 moy pue 3)24> 196pnq e jo syuawaiinbai,2dioeid 1UI0419MOd 2 INOPUDH (91-1 | Sapl[s) 101235 A31in3as
-poob, sadnpoujul Jaulel) Y] ‘(g Inopupp) uoireiuadsaid juiod-1amod sy} jo yed ay1 pup 31243 1abpnq ay3 01
puodas ay3 ul saseyd sy pue 3|43 396png ay3 Jo uoIUYIP Sy} syuasaid Jsulely ay| ¥ (90 dnoub ajoym o} Jaules) uoI12npo.3U| JO JUI04I2MOd ulw 0§ 'S
'sdnoJb J1ay3o woiy buiwod syiewsal 10 suonsanb Aue ayey pue S'y
(€ AuAdY) ANADe snoiaaid ay3 Jo synsal ay) Jussaid s19a3un|oa dnoib omy o suQ ‘e 'z slqo uolssndsip dnoib SJoYpn | UoISSnISIp Ja1iq pub ¥20qpadH ulw G| b
123YS)I0/ 9" INOPUDH
$2INSD3J\ 22UDWII0JId]
Jo sajdwpx3 buiuipjuod
JUWNI0P JUBWIUIIAOD) §)
JO 1oD1IX3 §°t INOPUDH
122YS)IOM ¥ InOpuDH
sainspapy indino
pUD 3W02INQ “@IUDWI0JI
:A1940S ppoy pup iodsupi|
*1X91U02 JI19Y} 0} SI0}edIpul 959Y) ‘Aj1gowy uo Juawndop
bundepe se ||am se ‘syoedwil pue sswod3no ‘syndino ‘syndul aesoqe pue askjeue 0} uolssiwwo) uvadoing
sdnoub 112y ulyiom syuedidipied ay] 's199YsH40Mm 3y} UO suolisanb ayy 03 spulod pue JO 10DJ1XF €' INOPUDH
(S§° INOpUBH pue *€°F INOPUBH) SJUSWNDOP OM) 3y} S9dNPOoUL AJa1iq Jaulely ay | 103225 A)indas
(sdnoub ay3 u1 bunabpnq pajuatio
‘9°k pUD §* SINOPUDH 319334 SANoJIb Y3 JO jey J2Y3o 3yl ‘b Sy | |jews) sdnolb ynoyeaiq ui sJom -S3Jnsai 03 paibjaJ JUawnI0p
pue g°p spnopubH 3119334 sdnolb ay) Jo jieH "sdnoib |jews ui iom syuedpined sy ‘€z slqo uay} dnoib sjoym o3 Jaurel| D JO sisA|puy :uoissnasig ulw Gy €
sanndafgo
sjusawwo) uolIssas sjels91ew pue fuidnoin £fy1ande jo uondusaqg awip Ay

DCAF

e
DCAF
=

a centre for security,
development and
the rule of law

12

Financial Oversight in the Security Sector:

A Toolkit for Trainers
© DCAF, 2015



Tool 4. The budget cycle and the security sector

Description of activities

This section describes in more detail the
activities listed above in the Session Plan. It also
provides alternatives to several activities.

Activity 1. Introduction

The trainer explains to the whole group why
awareness of modern budgeting principles
and tools is relevant to the stakeholders in the
security sector and as such to the participants
themselves. An understanding of the concept
of budgeting is important for those security
sector actors who conduct financial oversight
and are in charge of managerial accountability
processes.

Next, the trainer gives an overview of the
activities of this session and the timing for the
day.

The trainer then gives each participant a copy
of the pre-session test (Handout 4.1) and
asks them to do the test. This short baseline
test serves to assess the participants’ pre-
existing awareness of principles and standards
of budgeting and to introduce them to the
contents of the session. The trainer will stress
that for some of the questions there might not
be only one correct answer and that participants
have to choose the one they feel is most
appropriate.

Once completed, the trainer collects the tests
from the participants. The trainer does not
discuss the answers to the test at this time.
Instead, the trainer explains that the answers
will be given at the end of the session, when
the participants are able to assess the new
information acquired during the training.

Materials:

e Handout 4.1 Pre-session test: the

budget cycle and the security sector

Financial Oversight in the Security Sector:
A Toolkit for Trainers
© DCAF, 2015
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.Y‘ Alternative: The trainer can prepare an
agenda of the day based on the session plan,
give this as a handout and talk it through with
the participants.

Activity 2. PowerPoint presentation:
Introduction to the budget cycle and the
security sector (Slides 1 to 10)

This activity consists of presenting a PowerPoint
presentation that introduces the key principles
and tools of modern, results-oriented budgeting
and their relation to the financial management
of security sector institutions. Activity 2 covers
Slides 1 to 10 and addresses in particular the
following concepts:

e the Planning, Programming and
Budgeting System (PPB)

* modern definitions of a budget

e the milestones of performance-
based budgeting: inputs, outputs and
outcomes

* the linkage between programming and
budgeting

The trainer may choose to distribute hardcopies
of the presentation (Handout 4.2) to the
participants at the beginning or at the end of the
presentation.

Materials:

*  Handout 4.2 PowerPoint presentation
hardcopy: The budget cycle and the
security sector (Slides 1-10)

e Computer, projector

DCAF
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Tool 4. The budget cycle and the security sector

Activity 3. Discussion: Analysis of a
document relevant to results-oriented
and performance-based budgeting in
the security sector

This session allows the participants to be
exposed to real-life examples of the concepts
presented in the previous activity, and to work
out what may be most relevant to their context
and their own work.

The participants are divided into small groups.
Half of the groups receive copies of Handout 4.3
(European Commission: ‘Performance, Outcome
and Output Measures’) as well as the worksheet
in Handout 4.4, the other half receive copies
of Handout 4.5 (US Government: ‘Examples of
Performance Measures’) as well as the worksheet
in Handout 4.6.

The small groups should first familiarise
themselves with input, output, outcome and
impact indicators, taking those that appear in
the document as a starting point to consolidate
their understanding. They are then invited to
come up with at least three indicators of each
type (input, output and outcome) that might
be most relevant to the strategic and security
environment where they live and work.

’Y’ Alternative: Similar documents from other
countries may be proposed, as long as they
allow the participants to focus on the key areas
of interest for performance-based budgeting
and the different types of indicators.

Materials:

* Handout 4.3 Extract of European
Commission document on Mobility,
Transport and Road Safety: Performance,
Outcome and Output Measures

*  Handout 4.4 Worksheet on European
Commission document on Performance,
Output and Outcome Measures

e Handout 4.5 Extract of US Government
Document containing Examples of
Performance Measures

Financial Oversight in the Security Sector:
A Toolkit for Trainers
© DCAF, 2015

* Handout 4.6 Worksheet on US
Government document containing
Examples of Performance Measures

*  Flip-chart sheets

Activity 4. Feedback and short
discussion

This activity allows participants to exchange
views on what performance measures from
among those introduced are most suitable for
their work context, and to ask the trainer, if they
so wish, for more information or resources to
deepen their knowledge.

One or two of the breakout groups formed
during Activity 3 volunteer(s) to present their
answers to the whole group. The answers are
taken from the worksheet, which they also noted
on flip chart sheets.

Materials:

* Flip chart sheets with answers to
questions from Handout 4.4 and
Handout 4.6 already used in Activity 3.

* The trainer will be projecting again,
when required, the relevant slides of the
PowerPoint presentation (Handout 4.2).

* Alternative: If more time is available, the
trainer can ask all the groups formed during
Activity 3 to present their answers.

All the groups can then be asked to pin the flip
charts onto a wall, or a board, so they can be
seen by the other groups.

Activity 5. PowerPoint presentation:
Introduction to the budget cycle and the
security sector (Slides 11 to 16)

This activity continues Activity 2, by completing
the PowerPoint presentation. It introduces key
principles and tools of modern, results-oriented
and performance-based budgeting and their
relation to the financial management of security
sector institutions. This covers Slides 11 to
the end of the presentation and addresses in
particular the following concepts:
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Tool 4. The budget cycle and the security sector

e definition of the budget cycle
e the budget cycle and its time frame

¢  how to measure the effectiveness of the
budget cycle

* timeline of the budget cycle

e strengthening oversight of the budget
cycle

Materials:

*  Handout 4.2 PowerPoint presentation
hardcopy: The budget cycle and the
security sector

e Computer, projector

Activity 6. Discussion: Strengthening
oversight of the budget cycle process
and international budget cycle
standards

This session allows the participants to be
exposed to real-life examples of the concepts
presented in the previous activity, and to work
out what may be most relevant to their context
and their own work.

While performance-based budgeting is not
a simple technique to master within the
timeframe of one training session, and a real-life
budget cycle process is particularly difficult to
simulate, it is important that participants gain at
least a‘flavour’ of what a real performance-based
budget looks like. This session aims to make
them start thinking of how results-oriented and
performance-based budgeting might look like
in their specific strategic environments and work
contexts.

The participants are divided into small groups.
Each participant receives copies of Handout
4.7 Open Budget Survey 2012: Key Documents
for Open Budget Index and Country Rankings
and the corresponding worksheet (Handout
4.8). The trainer takes the participants through
the document, highlighting the relevant
documents listed and reading the questions on
the worksheet. In small groups, the participants
then discuss their answers and try to come up
with ideas on how to strengthen oversight in the

Financial Oversight in the Security Sector:
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budget cycle process in their own work context.

The participants are also asked to identify a few
policy objectives for their own work context
and to develop a performance-based budget
policy statement for one of these objectives.
The policy statement could include the selected
policy objective, one or two related performance
objectives, one or two indicators for measuring
progress for achieving these objectives, and
estimated costing.

'Y. Alternative: The session could also take
the form of a brainstorming. A volunteer could
note on a flipchart, in succinct form, the ideas
brought up by the participants. There is no need
to refine ideas, but the trainer may well guide
the participants when the need arises.

Materials:

*  Handout 4.7 Open Budget Index 2012:
Key Documents for Open Budget Index
and Country Rankings

*  Handout 4.8 Worksheet on the Open
Budget Report 2012

*  Flip-chart sheets

Activity 7. Wrap-up of the session

The participants go back to the pre-test
(Handout 4.1) filled in at the beginning of the
session. The trainer either distributes Handout
4.9 to the participants or orally reviews
the correct, or most appropriate, answers
and answers potential questions from the
participants.

Material:

e Trainer Resources 4.1 Answers to the
pre-test.
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Handout 4.1

Pre-Session Test: The budget cycle and the security sector

The purpose of this pre-test is to assess your existing knowledge and understanding of the budget
cycle in relation to the security sector.

We will discuss the answers to the test at the end of this training session. This will help you better
assess what you have learned in the course of the training.

1. Suppose a financial officer in a security force says: “Budgeting is only about costing the inputs that
are required for my organisation to do its work (salaries, equipment, travel, stocks of ammunitions
and components, etc.). The objectives of this work are not relevant to the budget”. True or false?

a) True
b) False

2. You are the chief financial officer of the Police. You find out that fines for traffic violations are not
reported to you. What do you think? (Choose the best option from a financial management point of
view)

a) Youtell your colleagues that this revenue is to be reported and handed over to you. You cannot
write a proper Police budget if you do not take account of this revenue. Of course, this money
will still be available for use by the Police, according to the law.

b) Why bother, the law does allow revenue from fines to be used by the Police for its operational
necessities.

¢) You tell your colleagues that this revenue is to be reported and handed over to you, although
it is not supposed to be part of the Police budget. However, it does have to be accounted for in
separate books. Of course, this money will still be available for use by the Police, according to
the law.

3. Youassist the Chief of Police in the elaboration of a performance monitoring system for road safety,
which will help the Police review next year’s budget proposal. Tick as appropriate.

Performance indicator Output Outcome Impact

Average number of hours of
speed limit enforcement ensured
by the Police in a month

Average number of staff required
to enforce speed limit in a month

Average number of casualties
in a month as a result of road
accidents

Percentage of vehicles exceeding
the speed limit in a month on
the total estimated number of
vehicles circulating

Financial Oversight in the Security Sector: DCAF
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4. Again on the example above. Which indicator would be directly used to evaluate the funding
required by the Road Traffic Department in the Police?

a) The number of hours

b) The number of staff

¢) The number of casualties
d) The number of vehicles

5.  You are the adviser to the Permanent Secretary on budget and finance of a Ministry. (S)he asks you
what is the deadline to submit the budget proposal of your Ministry to the Ministry of Finance. The
fiscal year is January to December. What is the best answer?

a) February
b) March

¢ May

d) October

Financial Oversight in the Security Sector:
A Toolkit for Trainers 1 7
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Handout 4.2

PowerPoint Presentation Hardcopy: The Budget Cycle and the Security Sector

The Budget Cycle
and the Security Sector

Tool 4

The PPB(EA)S Flow

PPB = Planning, Programming & Budgeting
(EA) = Execution & Assessment

Policy —*| Planning Programming —»| Budgeting
National MTEF Perf Budget
Security (medium- | rertormance formulation
Strategy — term agreements and approval
expenditure — —
framework)
Or: White — Budget
Performance :
Paper.on A Jevel — indicators execution (the
Security gency-leve E in PPBEAS)
plans, T
— e.g. Ministry
of Defence
Plan authory and Results
— assessment
resource (the A in
allocation PPBEAS)
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Definitions

* Programming = Translation of plans into actual multi-year

programmes.

In a results-oriented and performance-based budget, a programme

has 3 key components:

1) A performance agreement between the political authority and
the top management;

2) Aset of performance indicators that help keep track of how
the goals of public expenditure are being achieved;

3) Adelegation of powers from the political level to the

management, together with an appropriate resource
allocation.

* Budgeting = Implementation of the programmes on an annual
basis. This contains the actual budget cycle, consisting of
preparation and approval, execution and assessment of the budget.

What is a Public Sector Budget?

The Government’s key policy document
(not only a line-item costing document), it outlines what funds are spent

Annual
(unlike plans or programmes that can be multi-annual)

Based on macroeconomic assumptions (fiscal risk)
(How much tax and non-tax income will be available to the public sector?)

Encompassing all government revenue and expenditure
(no item, not even confidential items, should appear in a separate document)

Classified by agreed criteria

h government programme is accounted for on the basis of

non-financial performanceelements, i.e. achievement of policy goals

asopposed to financial compliance)

Financial Oversight in the Security Sector: 1 9 ‘ ‘
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Performance-Based Budgeting

Conditions indicating progress toward achievement of the
purposes of a policy

Products/ services directly produced by
programme/ activity

Resources to

Outcomes produce outputs
(still under control of Outputs
public policy)

Inputs

Impact: wider societal change
(results from many factors, not just the public policy)

Differences and Complementarity of
Programming and Budgeting

1) First, there must be a plan over a few years, stating the
desired outcomes of a public policy. Generally, this is a
whole-of-Government plan, for instance at the Cabinet
level.

2) Second, there must be programmes over a few years,
often at the sector level (e.g. air force, infantry, navy,
customs etc.), that state how each sector is going to
achieve the policy goals.

3) Third, a programme must be costed every year, ideally
starting again from zero (i.e. not merely repeating past
expenditures), in terms of which inputs are needed at the
unit level to achieve the programme. This costing of
inputs is actually the budget.

Financial Oversight in the Security Sector:
A Toolkit for Trainers 2 0
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From Programming to Budgeting

Plan Policy-level MTEE
(multiannual) outcomes
Programme Sector-level
) (force-level) MTEF
(multiannual) outputs
; Section-level
Business plan (unit-level) Budget (zero-
(annual) activities based)

\

Budget Cycle Actors in Public Sector
Organisations

* The next slide is devoted to the budget cycle
actors in large organisations of the public sector,
as security sector agencies typically are:

— Policy is set by Government and Parliament,

depending on the prevailing Constitutional
arrangements;

— Plans are set by the chief executive officer under the
responsibility of the top political officer;

— Programmes are identified by programme managers
under the authority of the chief executive officer,

— Budgets (business plans) are written by the
programme manager.

Financial Oversight in the Security Sector:
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Budget Cycle Actors in Public Sector
Organisations (continued)
-> means ACCOUNTABLE TO

e top political officer = HoS/HoG/Parliament

Policy (depends on Constitutional arrangements)

\

_s-cfilef executive officer — top politicalofficer
Pla e.g. Permanent Secretary to Minister

N\

mmes e.g. Chief of Staff for the Navy to Permanent Secretary

oga © Programme manager — chief executive office

e head of section — programme manager
™\.e.9. Unit Commander to his / her Chief of Staff

Budgets

/

lllustration of the Role of Budget Cycle Actors

Policy-level objective

Undertaking a complete defence review for

presentation to Parliament Responsibility: Ministry of Defence

Sector-level (force-level) obiective

JnzeriElina strategic Mllltary ligelfete Responsibility: Chief of Staff for Intelligence
appreciation

A4

Section-level (unit-level) activity

Responsibility: Head of the IT section in the

Technical evaluation of the IT equipment of ~ Military Intelligence

the Military Intelligence « Budget for activity: Specialist consultancy
services

Financial Oversight in the Security Sector:
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Definition of the Budget Cycle

® Process by which private sector enterprises, but
most typically governments, allocate their
resources over a specified period, typically one
The Budget = year,
Cycle
e 1. Preparation and requests
2. legislative approval
) 3. Implementation and execution
4 Primary 4. Audit and review
Phases

Budget Cycle — Division of Responsibilities

Preparation

(Executive)

Assessment

Approval

(Parliament, Auditors,

CSOs) (Parliament)

Execution

(Executive)

Financial Oversight in the Security Sector:
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Good Practices in the Budget Cycle

* Good practices allow measuring effectiveness (next
slide).
* Good practice requirements include:
— regular review of Government priorities,
— clarity in the budgetary ceilings,
— bottom-up budgeting process within each department,

— transparent trade-offs between Government departments
under the political orientation of the Head of Government,

— adequate information of Parliament,

— delegation of authority and resources to the top
management during budget execution.

Measuring Budget Cycle Effectiveness

1. Does the budget cycle allow time for a review and adjustment of the
Government’s strategies or policies?

2. Does the budget cycle allow time for a review and adjustment of the
agency-level plans?

3. Does the Ministry of Finance set annual budget ceilings and does the
Ministry communicate them to the departments?

4. Does the budget cycle within a department allow time to consolidate
unit-level costing of inputs into a number of programme budgets with
their own performance indicators?

5. Is the review of departmental budgets done in a transparent way,
based on the overall Government priorities and steered by the
Cabinet?

6. Does the Executive submit its Budget Proposal sufficiently early to
Parliament and with enough information to allow for an in-depth
discussion of the proposal?

7. ls the budget execution based on performance agreements between
the political level and the top management in each public sector

department?
Financial Oversight in the Security Sector: 24 = DC'AF‘y
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Example of a Security Sector Budget Cycle
(Y=beginning of the fiscal year) — Slide 1 of 2

Time frame Action Responsibility
Ongoing Review of national security strategy Government / Parliament
Y-11 Review of Defence Plan / Policing Plan / Chief executive officer

Intelligence Plan, etc.

Y-11to Y-10 | Drafting of top-level performance agreements | Chief executive officer

Y-9 Communication of annual budget ceilings to Minister of Finance
the Ministry

Y-9 to Y-8 Preparation of lower-level business plans Programme manager

Y-8 Full costing of the business plans Heads of unit

Y-8 to Y-7 Submission of unit-level business plans to Heads of unit /
Programme Managers for consolidation into Programme manager
one single budget per programme

Y-7 to Y-6 Consolidation of budgets per programme into | Chief executive officer /
one budget for the Ministry Programme managers /

Budget board

Example of a Security Sector Budget Cycle
(Y=beginning of the fiscal year) — Slide 2 of 2

Time frame Action Responsibility
Y-6 Submission of the Ministry budget to the Minister
Finance Ministry
Y-6 to Y-3 Evaluation of the Ministry’s budget against Ministry of Finance staff
Government guidelines, priorities and
available funds, and identification of required
amendments
Y-3 Submission to Parliament of the final budget Prime Minister / Finance
proposal (appropriations bill) Minister
Y-3toY Budget proposal examination, amendments Parliament’s specialised
and approval of the appropriations law Committees /
(budget law) Parliament’s House
Y Finalisation of the performance agreements Programme Managers
Y to Y+11 Budget execution All concerned Ministries
Financial Oversight in the Security Sector: DCAF
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Handout 4.3

Extract of European Commission document on Mobility, Transport and Road
Safety: Performance, Outcome and Output Measures'

Performance, outcome and output measures

Police organizations have their own administrative recording system for policing activities. These
days, increasing pressure is put upon police managers to justify the use of policing resources.
Ideally, the monitoring system of policing activities provides data and arguments for this. For traffic
enforcement and speed enforcement, a monitoring system should be aimed at showing relationships
between policing resources (performance), effects on traffic behaviour, speed, (outcome) and,
ultimately, effects on road safety (outcome).

We can distinguish between performance measures and outcome measures.? Performance measures
define what the police actually do on the streets, i.e.: how often, for how long and on which locations
do they check speeding behaviour? Outcome measures should reflect the effects of enforcement on
behaviour and on the consequences of behaviour, in the case of traffic enforcement, such as traffic
crashes.

A further distinction can be made between outcome and output measures (Footnote; Swadley &
Mclnerney do not make this distinction and list a number of infringements as an outcome measure).

- Outcome measures refer to intended outcomes, i.e. safer behaviour.

- 'Output’ measures refer to administrative outcomes generated by policing activities such as
for instance the number of tickets or the number of court cases that are a result of policing
activities, but are not the main aim of these activities.

Goldenbeld® argues that output measures such as the number of speed fines cannot be seen as a
good indicator of the effectiveness or quality of police enforcement. Although there may be good
administrative reasons to keep track of these data, the data is not very informative as to the quality
of speed enforcement. Tables 2 and 3 provide the performance measures for speed cameras and non-
camera operations as proposed by Swadley and McInerney.*

' Source: http://ec.europa.eu/transport/road_safety/specialist/knowledge/speed_enforcement/organization_of_speed_
enforcement/performance_outcome_and_output_measures_en.htm (accessed on 8 November 2013)

2 Swadling, D. & Mclnerney, R. (1999) Consistent performance and outcome measures for speed enforcement: The road to
reduced road trauma. In: Proceedings of the 1999 Insurance Commission of Western Australia Conference on Road Safety,
26 November 1999, Perth, Australia. Perth: Insurance Commission of Western Australia, 1, 46-64.

3 Goldenbeld, Ch. (1997) Politietoezicht in verkeer: garantie voor meer veiligheid? Report D-97-5. Institute for Road Safety
Research SWOV, Leidschendam.
4 Swadling, D. & Mclnerney, R. (1999) Consistent performance and outcome measures for speed enforcement: The road to

reduced road trauma. In: Proceedings of the 1999 Insurance Commission of Western Australia Conference on Road Safety,
26 November 1999, Perth, Australia. Perth: Insurance Commission of Western Australia, 1, 46-64.
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Table Speed camera performance measures

(Source: Swadley & Mclnerney, 1999)

Speed camera activity ‘ Exposure measure

Number of vehicles checked - Per 10.000 registered vehicles
- Per 100.000 population in the area
- Per 100 million vehicle kilometres travelled

- Per traffic count data at location

Total hours of enforcement - Per 10.000 registered vehicles
- Per 100.000 population in the area

- Per 100 million vehicle kilometres travelled

Percentage of vehicles exceeding the speed limit | - Against traffic count data at location

or the enforcement limit - Against speed monitor data for location

The number of separate speed checks - Per 10.000 registered vehicles

(note: a speed check refers to camera operation - Per 100.000 population in the area
for a certain time on a certain location; during

- Per 100 million vehicle kilometres travelled
one speed check several vehicles are checked)

The number of locations for speed checks - Per 10.000 registered vehicles
- Per 100.000 population in the area

- Per 100 million vehicle kilometres travelled

Hours per camera and total hours all cameras 160

Table Non-speed camera performance measures

(Source: Swadley & Mclnerney, 1999)

Non-camera activity ‘ Exposure measure

The number of personnel and hours of general - Per 10.000 registered vehicles
traffic duty (including speed enforcement) - Per 100.000 population in the area
- Per 100 million vehicle kilometres travelled

- Per traffic count data at location

Kilometres travelled by marked police vehicles - Per 10.000 registered vehicles
- Per 100.000 population in the area

- Per 100 million vehicle kilometres travelled

Kilometres travelled by unmarked police vehicles | - Per 10.000 registered vehicles

engaged in speeding enforcement activity - Per 100.000 population in the area

- Per 100 million vehicle kilometres travelled

Financial Oversight in the Security Sector:
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The most direct form of outcome measurement is speed itself. Data from speed cameras is of limited
use to evaluate effects on speed behaviour since it can be assumed that drivers will become familiar
with camera sites and will alter their normal speed behaviour. Covert speed monitoring which is not
connected with enforcement activities is necessary to obtain true and valid data on speed behaviour
when enforcement activities are not present.

The SafetyNet report Safety Performance Indicators Theory provides further detail on the method to
set up reliable speed measurement: Rule 8: Speed enforcement operations gain in effectiveness if they
have specified objectives and success criteria, and are monitored in terms of both process and product.
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Handout 4.4

Worksheet on European Commission document on Performance, Output and
Outcome Measures

Worksheet: Analyse the document in Handout 4.3 Extract of European Commission Document on
Mobility, Transport and Road Safety: Performance, Outcome and Output Measures in your group and
write down your group’s answers to the questions listed below.

The answers to questions 2, 3 and 4 should be noted on one or more flip chart sheets, in order to be
pinned onto the wall and be available to the other participants at the end of this session.

1. As a first step, let us identify, and duly distinguish, the input, output, outcome and impact
indicators that appear in the document. We have already filled in the following table to help you
focus on the contents of each indicator, but you are welcome to refer back to the document for
more in-depth understanding:

Input indicators Output indicators Outcome indicators Impact indicators
« number of police - total hours of speed | « percentage of « number of traffic
officers on traffic duty | enforcement by the vehicles exceeding crashes
traffic police the speed limit

« kilometres travelled
by marked traffic hours of speed check
police vehicles camera activity

« kilometres travelled number of separate
by unmarked traffic camera speed checks

police vehicles )
number of locations

of camera speed
checks

number of vehicles
checked by the traffic
police

number of speed
fines (tickets) given
by traffic police
officers

number of court
cases resulting
from road policing
activities

2. In the real-life context of your own work, what are the easiest indicators to measure? Are they
input, output or outcome indicators?

Financial Oversight in the Security Sector: DCAF
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3.  What would be the ideal outcome indicators for your area of work in this country and what might
be needed to measure them that is currently not available?

4. To achieve the outcomes proposed under point 3, which inputs should be needed to be made
available and how would they be costed?

Financial Oversight in the Security Sector:
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Handout 4.5

Extract of US Government document: Examples of Performance Measures in the
Departments of the Interior and Justice®

Examples of Performance Measures of the Departments of the Interior and Justice

Table 1: Department of the Interior

Program ‘ Performance measure ‘ Explanation
National Park Service | OUTCOME The purpose of the program is to maintain
(NPS): facilities, roads and trails so that Americans

Facilities Condition:
Facility Management | Condition of priority NPS
buildings as measured by
the Facilities Condition
Index (FCI)

now and into the future can enjoy the National
Park System. This measure is based on an
existing industry standard for tracking facility
conditions.

FClis the ratio of the cost of deferred
maintenance over the current replacement
value for an asset. The lower the ratio, the
better the condition of the asset. Each
category of assets (e.g., buildings, roads, trails)
will have different benchmarks for what FCl
level represents good, fair, or poor condition.

The measure is exemplary because it is easy to
understand, reproducible, and can be applied
to many types of assets at many levels of
aggregation. It focuses on an important issue
- the maintenance of park assets — and can be
used over time to track changes in condition.
For buildings and certain other asset

types, results can be compared to existing
benchmarks in the private sector.

®  Source: US Government: Expect More Programme: Examples of Performance Measures: Department of the Interior and Depart-
ment of Justice, pp. 18-19.

—
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Table 2: Department of Justice (DOJ)

Program ‘ Performance measure ‘ Explanation
State Marshals OUTCOME The primary mission of the United States
Service - Fugitive Marshals Service is to protect the Federal

Percent of total Federal
fugitives apprehended or
cleared

Apprehension
Program

courts and ensure the effective operation of
the judicial system.

The fugitive apprehension program works

to locate and apprehend fugitives as quickly
and safely as possible in order to maintain the
integrity of the judicial system and enhance
public safety by ensuring that the public is not
exposed to further risk of crime from these
individuals.

This measure includes: physical arrest, directed
arrest, surrender, dismissal, arrest by other
agency, or when a detainment order is lodged
and the fugitive is taken into custody.

Data from this measure is obtained from
Warrant Information Network (WIN)

and verified through the National Crime
Information Center (NCIC). Information is
accessible by all 94 districts and continuously
updated.

Bureau of Alcohol, OUTCOME The purpose of the program is to address
Tobacco, Firearms . . violent firearms crime by using ATF’s statutory
and Explosives (ATF): P.e.rcent Of hlgh-crmje jurisdiction and expertise to remove violent
Firearms Programs — cities na’.clon.vwd.e with offenders from communities around the
Integrated Violence a reductlor) in violent country and prevent prohibited persons from
Reduction Strategy firearms crime possessing firearms.

The key indicator of program effectiveness

is whether or not violent firearms crimes are
reduced in the cities with the highest crime
levels per capita in which ATF has a presence.

Further analysis is used to understand the

link between changes in the incidence of
violent crime and ATF measures taken utilizing
their Integrated Violence Reduction Strategy
Program.

Data for this measure is obtained from the
FBI's Uniform Crime Reports database, and is
collected annually, with a 2-year delay.

—
DCAF
_—
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National Park Service
Facility Management

Handout 4.6

Worksheet on US Government Document Containing Examples of Performance
Measures in the Departments of the Interior and Justice

Name of the programme | Outcome indicators

Condition of priority National Park
Service facilities (lodges, roads
and trails in the American national
parks), as measured by the
Facilities Condition Index (FCI)

Worksheet: Analyse the document in Handout 4.5 Extract of US Government document Containing
Examples of Performance Measures in the Departments of the Interior and Justice in your group and write
down your group’s answers to the questions below.

The answers to questions 2, 3 and 4 should be noted on one or more flip chart sheets, in order to be
pinned onto the wall and be available to the other participants at the end of the session.

1. As a first step, let us identify the outcome indicators that appear in the document and the
source of each indicator, which allows it to be continuously tracked. We have already filled in the
following table to help you focus on the contents of each indicator, but you are welcome to refer
back to the document for more in-depth understanding.

Source of the indicators

FCl is the ratio of the cost of
deferred maintenance over the
current replacement value for

an asset. The lower the ratio, the
better the condition of the asset. It
is an American industry standard.

Fugitive Apprehension
Program

Percentage of total Federal
fugitives, i.e. offenders under the
US federal law who escaped from
prison or court

Warrant Information Network
(WIN) and verified through the
National Crime Information Center
(NCIC)

Firearms Programs -
Integrated Violence
Reduction Strategy

Percentage of high-crime cities
nationwide with a reduction in
violent firearms crime

FBI's Uniform Crime Report
database

2. In the real-life context of your own work, what are the programmes where outcome indicators are
the easiest indicators to identify?

3. What would be the source to track and document the outcome indicators you have found in the
previous question? What other information system or database might be needed to measure
them if none is currently available?

4. To achieve the outcomes proposed under point 3, which inputs should be needed to be made
available and how would they be costed?

Financial Oversight in the Security Sector:
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Handout 4.7

Open Budget Survey 2012: Key Documents for the Open Budget Index and
Country Rankings®

Open Budget Index 2012

.
if
i
g

W
ias it

. f
Thigteanantbilee pebataadats

g
E

T T o

fsfsls

Il Extensive Informaticn (0B Scones B1-100}
Sigrificant (08 Scoees 61-B0)
Some (0B 5c
Miréimal (D81

es 4160

Scoees F1-40)

e
L]
Limpla
oe
e
L)
LT
L
Wora
law

Il Scant or Mo Information (O8] Scoess 0-20)

:ziéa%}hi:m&
& olOgXAaNILA9aNg NAO AHYL T

5 International Budget Partnership. Open Budget Survey 2012. Washington: International Budget Partnership, 2012, pp.7,
14-15 and 48: http://internationalbudget.org/wp-content/uploads/OBI2012-Report-English.pdf (accessed on 13 February

2015).
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“Many Key Documents Are Not Released At All”

International standards and practices identify eight key documents that all governments should
publish at different moments of the budget cycle. The OBl measures whether governments make
these documents available to the public in a timely way and assesses the level of detail in the
information in each document.

During the budget formulation stage, governments should publish:

* aPre-Budget Statement, which includes the assumptions used to develop the budget, such
as total expected revenue, expenditure, and debt levels, and broad sector allocations; and

* the Executive’s Budget Proposal, which presents the government’s detailed plans, in terms
of policy priorities and budgets for each ministry and agency, for the coming budget year.

During the budget approval stage, the government should publish:

* the Enacted Budget, which is the legal document that authorizes the executive to
implement the policy measures the budget contains. The Enacted Budget is issued by the
legislature after it approves (sometimes with amendments) the budget proposal presented
to it by the executive.

During the budget execution stage, the government should publish:

* In-Year Reports, which include information on revenues collected, actual expenditures
made, and debt incurred at a given point in time, generally through monthly or quarterly
publications;

* a Mid-Year Review, which summarizes the actual budget data for the first six months of the
year (revenues, expenditures, and debt), reassesses the economic assumptions upon which
the budget was initially drafted, and adjusts the budget figures for the remaining six months
accordingly; and

* an End-Year Report, which shows the situation of the government’s accounts at the end of
the fiscal year and ideally includes an evaluation of the progress made toward achieving the
policy goals spelled out in the Enacted Budget.

During the audit stage, governments should publish:

* an Audit Report, in which the supreme audit institution evaluates the financial performance
of the government in the previous budget year; audits can also cover specific agencies and
nonfinancial aspects of the executive’s performance.

In addition to these documents, governments should publish a Citizens Budget, a simplified version
of a budget document that uses nontechnical language and accessible formats in order to facilitate
citizens’ understanding of, and engagement with, the government’s plans and actions during the
budget year. While this document has been produced mostly in relation to the Executive’s Budget
Proposal or the Enacted Budget, accessible nontechnical versions should be produced for any or all of
the above-mentioned documents.

The good news emerging from the Open Budget Survey 2012 is that more than two-thirds of
governments publish five of the eight key budget documents. These include the most essential
document, the Executive’s Budget Proposal, which was published in 79 of the 100 countries
examined. They also include the Enacted Budget (92 countries), In-Year Reports (78 countries), a
Year-End Report (72 countries), and the Audit Report (68 countries). Although most countries release
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these documents, it is essential to remember that all countries should. This is particularly true for the
Executive's Budget Proposal, which 21 countries still fail to publish.

Less than half of the countries surveyed publish the other three key documents - the Pre-Budget
Statement (47 countries), Mid-Year Review (29 countries), and Citizens Budget (26 countries). The
most critical impact of this is that citizens in most countries are blocked from understanding certain
of their government’s budget policy intentions and actions, such as those related to mid-year
corrections.

Table 2. Many budget documents are not published by countries even though a significant
number of these documents are produced for internal use

Not Produced

Internal Use Only

Pre-Budget Statement Executive’s Budget Proposal

In-Year Reports

Enacted Budget

Audit Report

Mid-Year Review Year-End Report
Financial Oversight in the Security Sector: 36 = DQAFW
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All Eight Budget Documents in the 100 Countries Surveyed

Table: The Open Budget Index Measures the Timely Release of Information throughout the
Budget Process

Budget Document ‘ Release Deadlines for “Publicly Available” Documents

Pre-Budget Statement | Must be released at least one month before the Executive’s Budget

(PBS) Proposal is submitted to the legislature for consideration.
Executive’s Budget Ideally should be released at the same time as it is presented to the
Proposal (EBP) legislature. At a minimum, it must be released while the legislature

is still considering it and before it is approved. In no case would a
proposal released after the legislature has approved it be considered
“publicly available”

Supporting document | Must be released at or about the same time as the Executive’s Budget
for the EBP Proposal (see above).

Enacted Budget (EB) Must be released no later than three months after the budget is
approved by the legislature.

Citizens Budget (CB) If it is a simplified version of the Executive’s Budget Proposal, it must be
released at the same time as a “publicly available” Executive’s Budget
Proposal. If it is a simplified version of the Enacted Budget, it must be
released at the same time as a “publicly available” Enacted Budget.

In-Year Reports (IYRs) Must be released no later than three months after the reporting period
ends.

Mid-Year Review (MYR) | Must be released no later than three months after the reporting period
ends.

Year-End Report (YER) Must be released no later than two years after the end of the fiscal year
(the reporting period).

Audit Report (AR) Must be released no later than two years after the end of the fiscal year
(the reporting period).
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Handout 4.8

Worksheet on the Open Budget Survey 2012

Look at the Open Budget Index table in Handout 4.7 Open Budget Survey 2012: Key Documents for
Open Budget Index and Country Rankings contained at the end of the handout. This table contains
the documents that the government should make public, according to international standards on
budget transparency and oversight.

Consider each of the documents listed in the table, if necessary referring back to the first two pages
of the handout for a definition of the documents. Discuss with the other members of your group
whether these documents are prepared and released in your current work context:

*  Who s responsible for preparing and releasing them?
e Are the deadlines proposed in the document met in your context?
* Ifthese documents do not exist, what would be required to prepare them?

* And in their absence, what can be done in the meantime to increase public oversight of the
budget cycle?

*  How well would your country score in the Open Budget initiative?

Publicly Recommendedrelease Does the Ifit does exist, what is the deadline for its
available deadline document  release?
budget exist in your

Ifit does not exist, what could be done
alternatively to increase public oversight
on the budget cycle?

document current
context?

Pre-budget | One month before
statement submission of the
executive’s budget
proposal to the
legislature

Executive’s | Released to the public
budget at the same time as it is
proposal submitted to Parliament

Supporting | At or about the same
documents | time as the Executive’s

for the budget proposal

executive’s

budget

proposal

Enacted At the latest, three

budget months after legislative

approval
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Citizens’ The citizens' budget is
budget a simplified version of
the Executive’s budget
proposal or the Enacted
budget, for ease of
consultation by the
population. Released

at the same time as

the main document
itis supposed to

summarize.
In-year At the latest three
reports months after the end of

the reporting period.

Mid-year At the latest three
review months after the end of
the reporting period.

Year-end At the latest, two years
report after the end of the
fiscal year.

Audit report | At the latest, two years
after the end of the
fiscal year.
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Trainer Resource 4.1

Answers to the test: The budget cycle and the security sector

1. “Budgeting is only about costing the inputs that are required for my organisation to do its work
(salaries, equipment, travel, stocks of ammunitions and components, etc.). The objectives of this work
are not relevant to the budget”. True or false?

a. True
b. False

The correct answer is ‘b’ False indeed. A budget is a key policy document, which expresses trade-
offs between competing political priorities in a context of (usually) scarce resources. It is not only an
accounting device. As a result, the objectives of public sector action are substantial foundations of the
process of drawing up a Government budget.

2. You are the chief financial officer of the Police. You find out that fines for traffic violations are not
reported to you. What do you think? (Choose the best option from a financial management point of
view)

a) You tell your colleagues that this revenue is to be reported and handed over to you. You cannot
write a proper Police budget if you do not take account of this revenue. Of course, this money will
still be available for use by the Police, according to the law.

b) Why bother, the law does allow revenue from fines to be used by the Police for its operational
necessities.

c) You tell your colleagues that this revenue is to be reported and handed over to you, although
it is not supposed to be part of the Police budget. However, it does have to be accounted for in
separate books. Of course, this money will still be available for use by the Police, according to the
law.

The correct answer is ‘a. A budget is a comprehensive document, which encompasses all revenue
and all expenditure, including the revenue that is raised by a department and then used by the same
department. Failure to mention this revenue in a budget would be an accountability failure: approval
and oversight authorities, like Parliament or a Court of Auditors, would be led to believe, wrongly, that
a department could perform its work with less funding than it actually had. Some countries do have
budget annexes or special accounts separate from the budget, but which are accounted for together
with the main budget. It is better to avoid this practice as it is either a relic of history or likely to be
conducive to abuse. We will see in a future session how to deal with issues for which secrecy matters,
but even in such cases the use of separate budgets or off-budget accounts is not recommended.

3. You assist the Chief of Police in the elaboration of a performance monitoring system for road safety,
which will help the Police review next year’s budget proposal. Tick as appropriate.

Performance indicator Input Output Outcome Impact

Average number of hours of Vv
speed limit enforcement ensured
by the Police in a month

Average number of staff required | v/
to enforce speed limit in a month
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Average number of casualties V
in a month as a result of road
accidents

Percentage of vehicles exceeding \
the speed limit in a month on
the total estimated number of
vehicles circulating

4.  Again on the example above. Which indicator would be directly used to evaluate the funding required
by the Road Traffic Department in the Police?

a) Thenumber of hours

b) The number of staff

¢) Thenumber of casualties
d) The number of vehicles

The correct answer is‘b; i.e. the number of staff (input). The envisioned outcome, in terms of reducing
infringements on the speed limit by a given percentage, would be part of a policy document, such as
a road safety strategy. The output required to achieve that rate of reduction, for instance in terms of
hours of police presence on the roads, would be in a multi-annual road-policing plan. Every year, the
number of police staff required to ensure the desired number of hours is determined, and its costing
is made, for instance in terms of salaries, means of transport, speed cameras and other equipment,
stationery to write the fines, etc.

5. You are the adviser to the Permanent Secretary on budget and finance in a Ministry. (S)he asks you
what is the deadline to submit the budget proposal of your Ministry to the Ministry of Finance. The
fiscal year is January to December. What is the best answer?

a) February
b) March

¢) May

d) October

The best choice is ‘d’ October, as this would be the deadline for the Government to table the
appropriations bill in Parliament. February and March are early months in the current year’s budget
execution, and the new budget proposal presented to Parliament must contain at least a tentative
evaluation of how the current year’s budget is being executed.

Financial Oversight in the Security Sector:
A Toolkit for Trainers 4 1
© DCAF, 2015




Tool 4. The budget cycle and the security sector

Additional resources

« Andersson, Lena, Nicolas Masson and Mohammad Salah Aldin, Guidebook: Strengthening
Financial Oversight in the Security Sector. Geneva: DCAF, 2011, Section 2.

- Ball, Nicole, and Dylan Hendrickson. Off-Budget Military Expenditure and Revenue, London: King's
College, January 2002

+  Le Roux (Gen), Len. “The Military Budgeting Process. An Overview.” Paper presented at the SIPRI/
ADSR Workshop on the Military Expenditure Budgeting Process, Accra, Ghana, 25-26 February
2002

«  NATO PA-DCAF. Building Integrity and Reducing Corruption in Defence. A Compendium of Best
Practices. Brussels & Geneva: NATO PA-DCAF, 2010, Part ll, Chapter 6 and Part lll, Chapter 17.

«  OECD. Best Practices for Budget Transparency. OECD Publishing, Paris, 2002.

«  Rose, Aidan. Results-Orientated Budget Practice in OECD Countries, Working Paper 209. London:
Overseas Development Institute, 2003.

«  UNDRP. Public Oversight of the Security Sector. 2008, Part Il, chapter 8
«  The World Bank. Public Expenditure Management Handbook. June 1998, Chapters 1-3
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Annex A.Tool 4.

The budget cycle and the security sector: The

local training session

Introduction

The following objectives, suggested content,
example activities and suggested sources are
designed to give suggestions and examples of
how materials can be developed by the trainer to
suit their own particular local context.

Learning objectives
Participants will be able to:

+ Analyze the budget cycle steps in the local
context

+ Learn how the budget of the security sector
is implemented in the local context

Suggested content to be covered

« Budget in the security sector in the local
context

+ Application of the general budget in the
local context

Overview

Basics of the general budget

Budget and the local context’s financial
system

Control of the budget in the local context

Spending in the security sector in the local
context

Focus questions

Handout L.4.1 Set of statements to guide the discussion

What is the security sector budget in the
local context?

What are the basic steps of the budget
cycle and how is it applied in the local
context?

How does the budget relate to the local
context’s financial system?

Who has control of the budget in the local
context and how is spending allocated in
the security sector?

Trainer Resource L4.1 PowerPoint: The budget cycle in the Palestinian Security Sector
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Description of example activities

The following example activities are taken from
the localised content that was created for use in
trainings conducted in the occupied Palestinian
territories. They are given here as a model or
example for the trainer to adapt if desired.

Activity 1. Discussion: Examining the
cost analysis and revenue analysis of
the local budget

Time 50 min

The trainer divides the participants into two
working group(s). Both groups look at different
aspects of the most recently available budget.
The first group examines the cost analysis for
the budget. The second group examines the
revenue analysis for the budget. Each group
selects a spokesperson to give feedback to
the whole group. The PowerPoint in Trainer
Resource L.4.1 is an example taken from the
Palestinian training and can be used for the
trainer's own awareness, as a template for
developing a PowerPoint in the trainer’s own
context.

Materials

e Handout L.4.1 Set of statements to
guide the discussion

*  Trainer Resource L.4.1 PowerPoint: The
budget cycle in the Palestinian Security
Sector

Activity 2. Case-based open discussion
Time 50 min

Following on from the previous exercise, the two
groups bring their findings to the plenary. The
trainer guides them through a discussion around
the following two questions:
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To what extent are the four aspects that
you discussed in the two groups previously
implemented in your context? The four
aspects are:

a. centralised financial planning for the
security sector;

b. transparent organisational structure
of the Ministry of Defence and/or the
Ministry of Interior;

¢. Existence of a security sector strategy or
a plocy paper for the sector; and

d. Presentation of periodic financial
reports to the competent management
and oversight bodies.

Do you support more transparency
and accountability in budgeting for the
security sector in your local context?
Can you propose two practical measures
(each participant in the discussion is
asked to make two suggestions in his/her
intervention) how this could be achieved?
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Handout L.4.1

Set of statements to guide discussion

The following statements are used to guide the two groups to analyse the most recent security
sector budget of the local context either from a cost analysis point of view or from a revenue analysis
perspective:

The following steps, if undertaken in an inclusive and participatory manner, can help achieve more
transparency and accountability in the administrative and financial performance of the security sector:

1. Organising the administrative and financial aspects of the security sector, all its branches and
components according to centralised financial planning; and respecting different competences in
a comprehensive manner.

2. Interconnecting all district offices, directorates, branches and departments of the Ministry of
Defence/ Ministry of Interior in a transparent way that warrants a unified and clear reference for
all the agencies of the security sector, both administratively and financially.

3. Developing a policy paper for the security sector and a sectoral strategy that includes all existing
and necessary programmes and projects of this sector.

4. Preparing periodical financial reports and making such reports available to internal and external
oversight bodies.

As a reference, and in order to avoid conflict between transparency and confidentiality, security costs
can be classified into two groups as follows:

. First group to include public costs allocated to the security sector which are submitted to the
parliament and other competent bodies in a fully transparent manner.

. Second group to include classified appropriations which can be reviewed by a security-
specialized subcommittee.
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Trainer resources

Trainer resource L4.1 PowerPoint: The budget cycle in the Palestinian Security
Sector

» =

The Budget of the Palestinian
Security Sector

Dr. Nasser Abdelkarim

March 2014

P

1. Particularities of the Palestinian Case

v Palestine allocates a large part of its budget to the
security sector.

v Palestine is in a unique situation as it is subject to an
ongoing occupation.

v The Palestinian experience in formal security
expenditure is still recent and not yet fully developed.
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2. The legal and institutional framework governing the
finances of the Palestinian security sector

* Before 2005, there was no legal basis to regulate the
powers of the security forces, except for the Civil Defence.

* After 2005, three statutory laws containing provisions on
financial matters were promulgated:

* Law of Service in the Palestinian Security Forces No. 8
of 2005,

 General Intelligence Law No. 17 of 2005,
* Decree Law of 2007 Concerning the Preventive Security.

¢ Since 2005, a number of laws and regulations have been
adopted to regulate financial affairs in the Palestinian
security sector both directly and indirectly, including:

Relevant legislation adopted since 2005:

-Decision No. 4 of 2007 Concerning the Promulgation of
the Regulation on Supplies and Purchase of the General
Intelligence.

‘Decision No. 5 of 2007 Concerning the Promulgation of
the Financial Regulation of the General Intelligence.
-Cabinet Decision No. 11 of 2007 on the separation of the
Financial General Directorate of the Ministry of Interior
from the Financial Central Directorate of the National
Security Forces.

‘Decree No. 33 of 2007 on the Reorganization of the
Finances and Paychecks of Security Forces Personnel.
‘The Palestinian Financial Bylaw of 2005 and its 2010
amendments, which concern also the security sector.
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3. Expenditure of the Palestinian Security Sector

* Spending of the Palestinian security sector saw a
significant increase in the year 2007 (from 24% of the total
budget in 2005 to 39% in 2007). This share remained in
the following years equivalent to roughly 1/3 of the budget.

* The Palestinian security sector lacks a detailed, officially
announced and approved budget for the security forces.

* As a result of this, the heads of security agencies spend by
means of periodical payments. Incidental expenses
amount to 50% of all non-labor cost expenses.

+ Directors of these agencies have the power to spend without any
restrictions and in the absence of clearly defined terms of reference
that would warrant accountability and oversight.

4. Preparing the Palestinian security sector budget

1. The Ministry of Finance sends the budget notice to the
Ministry of Interior which then forwards it to the security
agencies.

>. The security sector strategic plan is drafted at the same
time as the mid-term financial framework. The Ministry of
Interior approves the strategic plan.

5. Each security agency develops a preliminary budget draft
and submits it to the General Budget Department of the
Central Financial Administration.

4. The General Budget Department in the Central Financial
Administration conducts consultations with each budget
director of the security agencies.
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5. The budget department of Central Financial
Administration submits an overall budget of all security
agencies to the head of the budget team, for review,
audit and consultation.

6. Approval of budget by the Director-General of the
Central Financial Administration.

7. Approval of the budget by the Minister of Interior.

8. Submission of completed budget forms to the Ministries
of Finance and Planning.

0. Approval of draft current and capital budgets by the
Cabinet.

10. Submission of draft budget to Parliament (PLC) and
then to the president for approval and promulgation.

5. Implementation of the Security Sector Budget

v The budget department of the Military Central
Financial Administration uses checks as a spending
tools => this allows for more accountability than cash
spending.

v Other operational expenses (daily expenses) are spent
by the Military Central Financial Administration
directly, based on specific payment requests.
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6. Financial Oversight in the Palestinian Security
Sector

I. Internal Financial Oversight through:
a. The Ministry of Finance’ s oversight and audit
directorate;
b. The internal financial audit unit of each agency;
c. The Directorate-General of Military Financial
Oversight was established as the financial oversight

and audit body to be responsible for overseeing the
accounts of all security agencies.

I1. External Oversight

A. The State Audit and Administrative Control
Bureau (SAACB) is the supreme external oversight and
audit body established under the Law of the Bureau of
Financial and Administrative Control No. 15 of 2004.

+»SAACB seeks to ensure effective and efficient use of
public funds. It does so through applying international
audit standards, such as the standards of the
International Organisation of Supreme Audit
Institutions (INTOSAI).
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B. Legislative Oversight: There are two types of
parliamentary oversight according to the Law of the
Organisation of the General Budget and Public Finances
No.7 of 1998:

1) Oversight exercised by Parliament (the PLC) while
implementing the budget through reviewing and
analysing quarterly reports which should be
produced and disseminated by the Ministry of
Finance in accordance with applicable laws.

2) Post-implementation oversight: discussion and
approval of the final statement of account of the
Palestinian National Authority.

Observations:

v'Palestinian parliamentary oversight of the security
budget or other budgets is weak.
v'Reasons for that include:
v Insufficient information available to the finance and
budget committee on security expenditure;

v A lack of sufficient specialised expertise of the
members of this or other committees to review the
available financial information even if scarce.
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Suggested resources

1. Lienert, lan. “Role of the Legislature in Budget Processes”. International Monetary Fund Technical
Notes and Manuals 10/04 (April 2010), p.5. http://www.imf.org/external/pubs/ft/tnm/2010/
tnm1004.pdf (accessed 13 February 2015).

2. Nasser Abdel Karim, and Sanaa Alfugha. Financial Management in the Security Sector in Palestine.
Ramallah: University of Birzeit’s Institute of Law, 2010

3. Palestinian Ministry of Local Government & UNDP Programme of Assistance to the Palestinian
People (PAPP). The Unified Budgeting and Accounting System for Local Governments, Ramallah:
Ministry of Local Government & UNDP-PAPP, 2005.
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