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Abstract:

The aim of this study is to define the governance in the field of public budget, based on
an important index, which is the Open Budget Index. The embodiment of governance in the
financial dimension is only by strengthening the standards of transparency and financial
practices. Financial transparency plays an important role in the assessment and management
of financial risks. We also try to know the Algeria's classification within the principles of
governance in the field of the public budget. And we will analyze the causes of weak
governance indicators in Algeria using an analytical approach to the statistics provided by
the International Budget Partnership. And then we try to make recommendations to improve
the Open Budget Index, whether related to financial transparency, participation, or Oversight
mechanisms.
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Introduction

The concept of governance has been widely recognized globally and in various
fields. However, compliance with governance principles varies from country to
country and sector to sector. One of the most important areas covered by governance
is public finance.

The concept of governance in its economic dimension allows for a kind of
economic and financial stability. As well as formulate future policies more
accurately to avoid risks to public finances. The governance in public finance reflects
the rational and rational management of the public resources of the state and the
efficiency in using them according to certain mechanisms. The governance in public
finance is based on fundamental principles: transparency, participation and oversight.

The financial transparency is one of the most important elements of governance in
the state budget. The concept of transparency is associated with other principles of
governance. Accountability and oversight procedures cannot be neglected as a
mechanism related to transparency in the public budget. This allows for the
arrangement of responsibilities and penalties for violations. The participation
mechanism, on the other hand, is considered as a way to assist in decision-making
and legitimizing government actions.

Financial transparency also requires comprehensive and reliable information on
past, present and future government activities. The provision of such information will
inform and improve the quality of economic policy decisions. It also contributes to
highlighting the potential risks of financial prospects. This leads to an early and
smoother financial policy response to changing economic conditions. And
accordingly reducing the possibility of crises and reducing their severity.

On the basis of international reports, especially the Open Budget Initiative, the
public budget process in Algeria runs counter to the principles of governance.
Especially in the mechanisms of publishing budget documents, public participation
and the effective role of Oversight institutions.

Therefore, in our research we will try to answer the following question:

In light of the open budget index for 2017, Are the principles of governance
of the state budget in Algeria achieved?

The research methodology:

To answer the main question, and to treat the subject of this study. The research
paper focuses on addressing the main problem of the importance of embodying the
principles of governance within the state budget. We will rely on the descriptive
method regarding the theoretical aspect of the governance of the state budget, and the
pillars of governance in accordance with the general budget depending on the Open
Budget Index. Then we try to use the analytical approaches regarding the principles
of governance in the public budget and their reality in Algeria, And we explain in
detail for Algeria in transparency Index as the most important indicator of the Open
Budget Initiative based on the Open Budget Index and official statistics of the
International Partnership for Budgeting.
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The research objectives:

The aim of this research is to introduce the principles of public budget governance
with a focus on financial transparency by explaining the concept of the open budget
index and the classification of Algeria within the principles of governance, especially
its location of financial transparency based on the Open Budget Index. we try to
compare these indicators with Algeria’s information to reach a set of results
formulated in the conclusion and then presented a set of recommendations to
improve the indicators of budgetary governance in Algeria in the report of the Open
Budget Index.

The main axes of research:
. The concept of public budget governance.

» Transparency in the Public Budget.
= Overview of the Open Budget Index.
» Evaluation of the Open Budget Index 2017 in Algeria.

The concept of public budget governance

In this section, we will discuss the definition of the public budget in the light of
Algerian legislation. Then the definition of governance and the most important
principles as well as the foundations of governance in the field of public budget.

Definition of the State Public Budget:

The term budget has been derived from a French word ‘bougette’ which means a
leather bag or purse. The term ’budget’ is commonly understood as a document
presented by a government containing an estimate of proposed expenditure for a
given period and proposed means of financing them for the approval of legislation.
(Sri, 2011, p. 79)

Also, the public budget or the Government’s budget is an annual financial
statement presenting the government's proposed revenues and spending for a
financial year. It allocates public funds to specific tasks, such as improving energy
and electricity supply, education, health, transport, agriculture and forest
conservation, defence or supporting industry and construction.

It was defined in Algerian legislation by Law 84/17 and Law 90 21. According to
the article 06 of Law 84/17 of 07 July 1984 on Financial laws “The public budget of
the State shall consist of the final revenues and expenditures of the State determined
annually by the Law of Finance and distributed in accordance with the applicable
legislative and regulatory provisions.”

According to the article 3 of Law 90/21 of 15 August 1990 on public accounting
states, “the budget is the document which, for the civil year, estimates and authorizes
the total revenues and expenditures related to management and investment, including
capital processing expenses.”. It can be said that the state budget as a document
approved by the legislature, which sets the expenses and revenues of the state for a
specific period. It is also defined as an estimate and authorization of public revenues
and expenditures of the State for a future period, usually a year.
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The definition of the term "state budget" can vary depending upon the user and
the context in which the phrase is used. However, a generally-accepted definition of
the state budget is that it is the legislative document that sets the level of authorized
state expenditures for a certain period of time and the corresponding level of
revenues projected to be available to finance those expenditures. (Lang & Swain,
2015, p. 01)

Definition of Public Budget Governance:

The Governance of the budget means the various processes, rules and procedures
through which the budget is prepared, approved, implemented and controlled. It
represents the manner in which the Government applies its political, social and
administrative philosophy in the management of its financial and economic affairs
through the transparency of the public budget process and the extent to which it can
participate and contribute to its preparation and discussion for approval,
implementation and control.

So, the budgetary governance refers to the processes, laws, structures and
institutions in place for ensuring that the budgeting system meets these objectives in
a sustainable, enduring manner. (OECD, Public Governance And Territorial
Development, 2014, p. 01)

The budgetary governance is a basis for reforming and improving public sector
performance, which requires a transparent budget system that allows for participation
and accountability.

It means also the good budgeting which characterized by efficiency, effectiveness,

integrity, discipline, accessibility or transparency and accountability as well as
stability. (Ben Caleb & Godwyns Ade, 2012, p. 51)

Principles of Public Budget Governance:
We will present these principles in the following figure:

Figure (01): OECD Principles of Budgetary Governance
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Source: (OECD, Public Governance And Territorial Development, 2014, p. 09)
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The OECD Budget Governance Recommendation sets out ten principles that
provide a brief overview of good practices across the entire range of budget activity
and aim to provide practical guidance to execute and improve budget systems to have
a positive impact on citizens' lives. These principles can be mentioned as follows:
(OECD, 2019, p. 01)

- Manage budgets within clear, credible and predictable limits for financial
policy;

- Closely align budgets with the medium-term strategic priorities of
government;

- Design the capital budgeting framework in order to meet national
development needs in a cost-effective and coherent manner;

— Ensure that budget documents and data are open, transparent and accessible;

- Provide for an inclusive, participative and realistic debate on budgetary
choices;

- Present a comprehensive, accurate and reliable account of the public finances;

- Actively plan, manage and monitor budget execution;

- Ensure that performance, evaluation and value for money are integral to the
budget process;

- Identify, assess and manage prudently longer-term sustainability and other
financial risks;

- Promote the integrity and quality of budgetary forecasts, financial plans and
budgetary implementation through rigorous quality assurance including
independent audit.

Public Budget Governance Objectives:

The objectives of governance have been multiplied according to the multiple
definitions associated with them. However, the main objectives of public budget
governance can be explained as follows:

- Transparency in the various phases of the budget cycle and the strengthening of
mechanisms to control public finances;

- Strengthening confidence among members of the community regarding the
management of public budget and activating their participation in it;

- optimal and rational management of public resources of the State;

- Combating corruption in all its forms.

Foundations of Public Budget Governance

Public budget governance is based on three pillars: transparency, participation and
accountability.

- Transparency: Transparency in budget management means the disclosure of
information and measuring the extent to which this information is clear,
understandable and easily accessible at any time. This information can also include
various financial plans for government activity, economic and social policies and
financial policy, whether related to the present, past or future. (Heald, 2003, p. 731)

- Participation: Participation in the budget means the political responsibility of
the individual in determining the trends of public spending and the distribution of
public revenues in accordance with the methods of preparing the budget and meeting
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the needs of society. All of this requires the provision of legal means for the
participation of civil society in the preparation of the budget properly. (Tanaka,
2007, p. 148) The existence of mechanisms of participation and transparency allows
to promote social awareness about the state budget. They also fight against all forms
of corruption and the optimal use of public resources.

- Accountability: Accountability is a citizen's right to power as one of the
fundamental guarantees for the promotion of democracy in society. It also means the
ability of competent institutions to hold accountable persons who have violated their
functions.

Accountability is the result of transparency and participation. Because it expresses
the ability to clarify how public funds are allocated, as well as to bear the results of
decisions by decision makers at the budget level. (Sharp, 2003, p. 46)

Transparency in the Public Budget

In this section, we will discuss the definition of transparency in public finance and
its importance. As well as the most important principles underlying it.

Definition of financial transparency:

The Financial or the budget transparency has been adopted as an important
principle by a number of other influential actors, including the World Bank, financial
regulators, private-sector investment analysts, the Organization for Economic
Cooperation and Development, foreign aid donors and international NGOs. (Carlitz,
2013, p. 550)

Transparency is defined by the United Nations as the free flow of information in
its broadest sense. Providing information and working in an open manner allows the
persons concerned to obtain the information necessary to safeguard their interests,
make appropriate decisions and detect errors.

It is considered as a visible decision making process that is opened to public input,
allows the public maximal choice, and is conducted in cooperation with
organizations working together for common public purposes. (Ben Caleb &
Godwyns Ade, 2012, p. 52) There are those who interpret transparency as having two
main aspects:

The first aspect concerns the clarity of the procedures and the validity of the
presentation of information and data on private and public political, economic and
social units and institutions. Clarity of relations among them in terms of planning,
funding and implementation to reach the previously announced objectives.

The second aspect: relates to the relationship of the beneficiaries of services
provided by the first side and their right to get the right information and access the
truth in a timely manner.

According to the IMF, the financial transparency or transparency in the public
budget expresses a commitment to openness with the public about the government's
financial activities. As well as on the structure and functions of the government,
which determine the financial policies and its consequences. The financial
transparency also refers to the clarity, reliability, periodicity, timeliness and
importance of public finance in reporting and opening to the public for the
government's financial policy-making process. The clarity refers to the ease with
which these reports can be understood by users. The reliability refers to the extent to
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which these reports reflect the Government's real financial situation. The periodicity
means the regularity of the publication of reports. The timing indicates the time delay
in the publication of these reports. In terms of importance, it indicates the availability
of these reports to users and the information they need to make effective decisions.
The openness also reflects the ease with which the public understands, influences and
holds governments accountable for their financial policy decisions. (Cottarelli, 2012,
p. 05)

According to the Organization for Economic Cooperation and Development,
budget transparency reflects the systematic and timely disclosure of all budget
information. (OECD, Best Practices for Budget Transparency, 2002, p. 07)

The budget transparency is also defined as the mechanism by which all

individuals have access to all information and statistics related to expenditures and
revenues. So, the transparency in all phases of the preparation of the public budget is
a necessary element that enables parliament and citizens to monitor and hold the
government accountable. The level of transparency of the public budget has become
one of the most important criteria to judge the good management and soundness of
public finances. Providing information is one of the most important steps to be taken
as it fosters participation and accountability and thus leads to good governance.

The importance of public budget transparency:

It is necessary to pay more attention to the fundamentals of achieving
transparency in preparation of public budget. This has been advocated by many
international institutions and organizations and many countries have adopted
different mechanisms to achieve transparency within their budget. This is within the
framework of the principles of good governance. Among the main objectives of
financial transparency are:

- Strengthening the capacity to hold the government accountable and activating
the role of oversight institutions on the public budget;

- Embodying the participatory budget by activating community participation in
budget preparation;

- Achieving financial discipline, rationalizing public spending and improving
local and national development;

- Combating corruption in all its forms.

-The transparency and the accountability are essential for effective and responsive
government and for efficient and prosperous economic activity.

The financial information must be dual relevance and reliability. However, the
quality of information on the transparency, more appropriate and timely disclosure of
information. And with regard to the importance of transparency in the private sector,
the most important roles can be mentioned below: (Mohammadi & Nezhad, 2015,
pp. 60-61)

- Disclosure to the dissemination of information:

- Transparency is one of the most important factors affecting the company's
attractiveness to investors and corporate governance is one of the key elements
within the system;

- Measure the quality of reporting, including the size of the assessment, timely
and reliability of corporate disclosures;
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- Analysis and common tables from the combined investment domestic and
commercial activities;

- Measure the quality of the information provided and owned by private or
public, including the media (with the aim of informing and engaging in public).

Also, Strengthening the role of business associations and creating a national
business agenda.

Regarding for the private sector, business associations play a vital role in
encouraging good governance and sound policymaking in industrialized nations.
(D.Sullivan, p. 03)

Principles of Public Budget Transparency

The public budget transparency corresponds to the term of fiscal transparency
which adopted by the IMF in its interpretation. In the following figure we will show
the most important principles or pillars of financial transparency according to the
International Monetary Fund

Figure (02): Pillars of the Fiscal Transparency Code
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Diisclosure

Source: (IMF, 2019, p. 01)

N.B: The first three pillars were finalized and approved by the IMF Executive Board
in 2014.

The role of these principles can be explained as follows: (IMF, The Fiscal
Transparency Code, 2019, pp. 01-04)

- Fiscal reporting: The fiscal reports should include an overview of the
government's financial position, characterized by:

e Coverage: Fiscal reports should provide a comprehensive overview of the fiscal
activities of the public sector and its sub-sectors, according to international standards.
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- Coverage of Institutions: Fiscal reports cover all entities engaged in public
activity according to international standards

- Coverage of Stocks: Fiscal reports include a balance sheet of public assets,
liabilities, and net worth

- Coverage of Flows: Fiscal reports cover all public revenues, expenditures,
and financing.

- Coverage of Tax Expenditures: The government regularly discloses and
manages revenue loss from tax expenditure
¢ Frequency and timeliness: Fiscal reports should be published in a frequent,

regular, and timely manner.

- Frequency of In-Year Reporting: In-year fiscal reports are published on a
frequent and regular basis.

- Timeliness of Annual Financial Statements: Audited or final annual financial
statements are published in a timely manner.
¢ Quality: Information in fiscal reports should be relevant, internationally

comparable, and internally and historically consistent.

- Classification: Fiscal reports classify information in ways that make clear the
use of public resources and facilitate international comparisons.

- Internal Consistency: Fiscal reports are internally consistent and include
reconciliations between alternative measures of summary fiscal aggregates.

- Historical Revisions: Major revisions to historical fiscal statistics are
disclosed and explained
o Integrity: Fiscal statistics and financial statements should be reliable, subject to

external scrutiny, and facilitate accountability.

- Statistical Integrity: Fiscal statistics are compiled and disseminated in
accordance with international standards.

- External Audit: Annual financial statements are subject to a published audit
by an independent supreme audit institution which validates their reliability.

- Comparability of Fiscal Data: Fiscal forecasts, budgets, and fiscal reports are
presented on a comparable basis, with any deviations explained.

- Fiscal Forecasting and Budgeting

The budgets and financial forecasts on which they are based should include a
clear statement of the government's budget objectives and policy intentions, and
expectations on the development of public finance in a comprehensive, modern and
reliable manner.

e Comprehensiveness: Fiscal forecasts and budgets should provide a
comprehensive overview of fiscal prospects.

- Budget Unity: Revenues, expenditures, and financing of all central
government entities are presented on a gross basis in budget documentation and
authorized by the legislature.

- Macroeconomic Forecasts: The budget projections are based on
comprehensive macroeconomic forecasts, which are disclosed and explained.

- Medium-term Budget Framework: Budget documentation includes outturns
and projections of revenues, expenditures, and financing over the medium term on
the same basis as the annual budget.
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- Investment Projects: The government regularly discloses its financial
obligations under multi-annual investment projects, and subjects all major projects
to cost-benefit analysis and open and competitive tender
e Orderliness: The powers and responsibilities of the executive and legislative

branches of government in the budget process should be defined in law, and the
budget should be presented, debated, and approved in a timely manner.

-Fiscal Legislation: The legal framework clearly defines the time table for
budget preparation and approval, key contents of the budget documentation, and
the powers and responsibilities of the executive and legislature in the budget
process.

—-Timeliness of Budget Documents: The legislature and the public are
consistently given adequate time to scrutinize and approve the annual budget.
¢ Policy orientation: Fiscal forecasts and budgets should be presented in a way

that facilitates policy analysis and accountability.

- Fiscal Policy Objectives: The government states and reports on clear and
measurable objectives for the public finances.

— Performance Information: Budget documentation provides information
regarding the objectives and results achieved under each major government policy
area.

- Public Participation: The government provides citizens with an accessible
summary of the implications of budget policies and an opportunity to participate
in budget deliberations.
¢ Credibility: Economic and fiscal forecasts and budgets should be credible.

- Independent Evaluation: The government’s economic and fiscal forecasts
and performance are subject to independent evaluation.

- Supplementary Budget: Any material changes to the approved budget are
authorized by the legislature.

- Forecast Reconciliation: Budget documentation and any subsequent updates
explain any material changes to the government’s previous fiscal forecasts,
distinguishing the fiscal impact of new policy measures from the baseline.

- Fiscal risk analysis and management

The Governments should disclose, analyze, and manage risks to the public
finances and ensure effective coordination of fiscal decision-making across the
public sector.

e Risk Disclosure and Analysis: Governments should publish regular summary
reports on risks to their fiscal prospects.

- Macroeconomic Risks: The government reports on how fiscal outcomes
might differ from baseline forecasts as a result of different macroeconomic
assumptions.

- Specific Fiscal Risks: The government provides a regular summary report on
the main specific risks to its fiscal forecasts.

- Long-Term Fiscal Sustainability Analysis: The government regularly
publishes projections of the evolution of the public finances over the long term.

e Risk Management: Specific risks to the public finances should be regularly
monitored, disclosed, and managed.
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- Budgetary Contingencies: The budget has adequate and transparent
allocations for contingencies that arise during budget execution.

- Asset and Liability Management: Risks relating to major assets and liabilities
are disclosed and managed.

- Guarantees: The government’s guarantee exposure is regularly disclosed and
authorized by law.

— Public Private Partnerships: Obligations under public-private partnerships are
regularly disclosed and actively managed.

- Financial Sector Exposure: The government’s potential fiscal exposure to the
financial sector is analyzed, disclosed, and managed.

- Natural Resources: The government’s interest in exhaustible natural resource
assets and their exploitation is valued, disclosed, and managed.

- Environmental Risks: The potential fiscal exposure to natural disasters and
other major environmental risks are analyzed, disclosed, and managed.
¢ Fiscal Coordination: Fiscal relations and performance across the public sector

should be analyzed, disclosed, and coordinated.

- Sub-National Governments: Comprehensive information on the financial
condition and performance of sub-national governments, individually and as a
consolidated sector, are collected and published.

- Public Corporations: The government regularly publishes comprehensive
information on the financial performance of public corporations, including any
quasi-fiscal activity undertaken by them.

- Resource revenue management:

The newly completed FTC (Fiscal Transparency Code) integrates transparency
principles for natural resource revenue management in a unified four-pillar
framework. Pillar IV addresses issues specific to resource-rich countries across the
entire resource revenue management chain, from the ownership and allocation of
resource rights, to resource revenue mobilization, it’s budgeting and utilization. This
structure complements Pillars [-1II, which were published in 2014, focusing more
generally on fiscal reporting, fiscal forecasting and budgeting, and fiscal risk analysis
and management.

The pillar IV aims to reflect both established transparency practices in the
extractive industries, and emerging norms such as the publication of resource
payments and contracts, and the disclosure of beneficial owners of resource
rights. (IMF, Fiscal Transparency Initiative: Integration of Natural Resource
Management Issues, 2019, p. 01)

This element is based on the following axes:

e Resource ownership and rights

e Resource revenue mobilization

e Resource revenue utilization

e Resource activity disclosure

Mechanisms to enhance the transparency of the public budget:

For good financial transparency practices, the International Monetary Fund (IMF)
has developed core themes within a single charter in 2007. These themes or
mechanisms are: (IMF, Manual on Fiscal Transparency , 2007, pp. 04-07)
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- Clarity of roles and responsibilities:

e The government sector should be distinguished from the rest of the public
sector and from the rest of the economy, and policy and management roles
within the public sector should be clear and publicly disclosed.

e There should be a clear and open legal, regulatory, and administrative
framework for financial management.

- Open Budget Processes:

e Budget preparation should follow an established timetable and be guided by

well-defined macroeconomic and financial policy objectives.

e There should be clear procedures for budget execution, monitoring, and

reporting.

- Public Availability of Information:

e The public should be provided with comprehensive information on past, current,
and projected financial activity and on major financial risks.

¢ Financial information should be presented in a way that facilitates policy
analysis and promotes accountability.

e A commitment should be made to the timely publication of financial
information.
- Assurances of Integrity:

¢ Financial data should meet accepted data quality standards.

e Financial activities should be subject to effective internal oversight and
safeguards.

¢ Financial information should be externally scrutinized.

Overview of the Open Budget Index

In this theme, we will focus on the Open Budget Initiative and its main objectives.
In addition to the transparency index as the main pillars of the open budget.

Definition of open budget:

The Open Budget Index is a global indicator that measures the transparency of the
state budget and assesses the amount of information available to the public regarding
the state budget. The open budget is based on the principles adopted by the
International Budget Partnership. (IBP, Values Statement, 2019, p. 01)

The Open Budget Index assigns each country a score from 0 to 100 based on the
simple average of the numerical value of each of the responses to the 109 questions
in the questionnaire that assess the public availability of budget information.

A country’s OBI score measures the extent to which it makes the eight key budget
documents available to the public on the relevant government website in a timely
manner and the comprehensiveness of publicly available budget information.

Objectives of the Open Budget Initiative:

The OBI was Adopted by more than 100 countries, the initiative seeks to achieve
the following objectives: (IBP, 2011, p. 01)

- Assessments on transparency and budget sharing at the national and local levels
of governments;
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- Providing information on public finances by preparing manuals on budget
transparency and publishing research studies on budget transparency and its impact;

- Establish alliances and support the adoption of international practices and
standards in the preparation of a transparent and participatory public budget.

Open Budget Initiative Transparency Index:

The Open Budget Survey uses internationally accepted standards developed by
several international organizations such as the International Monetary Fund, the
Organization for Economic Cooperation and Development, the International
Organization of Supreme Audit Institutions and the Global Financial Transparency
Initiative. It is a research tool designed to easily evaluate observable phenomena.

For the Open Budget Index 2017, which is the latest indicator as it is issued every
two years, it evaluated events, activities and developments until 31 December 2016,
in order to clarify information regarding financial transparency, public participation
and budgetary oversight of the various participating countries.

The Open Budget Survey uses 109 indicators to measure budget transparency, and
these indicators are used to assess whether the central government has provided the
public with key budget documents in a timely manner. And whether the data
contained in those documents comprehensive and useful. Each country is awarded a
score of 100. On that basis, the ranking is determined in the Open Budget Index.

Table (1): Ranking of the categories of countries according to the degree of
transparency of the open budget index

BUDGET TRANSPARENCY BUDGET TRANSPARENCY IS
IS SUFFICIENT INSUFFICIENT
Extensive Substantial Limited Minimal Scant or No
Information Information Information Information Information
Available Available Available Available Available
(81-100) (61-80) (41-60) (21-40) (0-20)

Source: (IBP, 2017, p. 01)

The table shows the description of the state's performance with respect to the
Open Budget Index. A country that achieves 0% to 20% means that it has not
provided information on its budget. A country that achieves 21% to 40% means that
it provides little information on its budget. A country that achieves 41% to 60%
means that its government provides some information about its budget to citizens. A
country that achieves 61% to 80% means it provides important information to
citizens about its budget. A country that achieves 81% to 100% means that the
government provides sufficient and substantial information regarding its public
finances, a strong indicator of its open budget.

The Open Budget Index survey is based on a range of scores associated with
points for public budget documents. These scores are calculated based on survey
questions that measure the availability of these documents and information to the
public.
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The open budget questionnaire usually covers the method by which the budget is
distributed. And it is composed of five sections: (IBP, Guide to the Open Budget
Questionnaire, 2016, p. 06)

- The first section: Public Availability of Key Budget Documents;

- The second section: Comprehensiveness of the Executive’s Budget Proposal;

- The third section: Comprehensiveness of Other Key Budget Documents;

- The fourth section: Role and Effectiveness of the Oversight Institutions in the
Budget Process;

- The fifth section: Public Engagement in the Budget Process.

The following table shows the main documents of the public budget on which the
open budget index is calculated.

Table (02) Main Budget Documents for the Open Budget Index

N° | Budget Document Release Deadlines for “Publicly Available” Documents
01 Pre-Budget Must be released at least one month before the Executive’s
Statement Budget Proposal is submitted to the legislature for
consideration
02 | Executive’s Budget | Must be publicly released while the legislature is still
Proposal and considering it and before it is approved. In no case would a
Supporting proposal released after the legislature has approved it be
Documents for the | considered “publicly available.”
Executive’s Budget
Proposal
03 Enacted Budget Must be released no later than three months after the budget is
approved by the legislature.
04 Citizens Budget Must be released within the same timeframe as the underlying
Executive’s Budget Proposal or Enacted Budget. For example,
a Citizens Budget for the Executive’s Budget Proposal must be
released while the legislature is still considering the
Executive’s Budget Proposal and before it is approved.
05 In-Year Reports Must be released no later than three months after the reporting
period ends.
06 Mid-Year Review | Must be released no later than three months after the reporting
period ends
07 Year-End Report Must be released no later than 12 months after the end of the
financial year (the reporting period).
08 Audit Report Must be released no later than 18 months after the end of the
financial year (the reporting period).

Source: (IBP, Open Budget Survey 2017 Methodology, 2017, p. 02)

N.B: The Open Budget Survey considers a document to be “publicly available” if it
is published on the relevant government website within the given timeframe and is
available free of charge.

The number of questions raised in the Open Budget Survey reached 149 in 2017, up
from 125 at the start of the index in 2006.
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Evaluation of the Open Budget Index 2017 in Algeria

The Open Budget Survey uses 109 indicators to measure budget transparency.
These indicators are used to evaluate whether the government makes key budget
documents available to the public, online and in a timely manner, and whether the
data and information contained in these documents are comprehensive and
significant. Each country is then given a certain score of 100.

As many countries, Algeria has experienced a marked decline in financial
transparency. The open budget survey over the past years showed that Algeria did
not exceed 20 degrees, which means that budget documents do not appear to citizens,
which is contrary to the principle of financial transparency. It also reflects the
weakness of legislation and mechanisms of control and the lack of opportunities for
citizen participation. This may contribute to the lack of effectiveness in public funds
management.

Table (03): OBI scores from 2006 to 2017
(Degree /100)

Country | OBI2006 | OBI2008 | OBI 2010 | OBI 2012 | OBI 2015 | OBI 2017

Algeria 28 02 01 13 19 03

Source: (IBP, Open Budget Survey 2017, 2018, p. 54)

Algeria scored the highest in 2006 with 28. However, the index fell to one degree
in 2010, which indicates the absence of budgetary information and not making it
available to citizens. Despite the improvement in the Open Budget Index in 2015 by
19 degrees, it declined again in 2017 to reach only 03 degrees. This score is very low
compared to the global average score of 43 degrees, which indicates the absence of
the right orientation towards financial transparency. Since 2015, Algeria has reduced
the availability of budget information by producing the budget proposal to the
executive for internal use only, as well as not producing periodic reports.

Budget transparency and public participation in the budget process and
oversight institutions:

The participation of citizens in the public budget, whether through access to
budget documents or making their proposals to reflect their needs is an important
element in the transparency of the public budget. This participation is among the
elements adopted in the classification of countries in terms of financial transparency.

The results of the open budget index regarding participation and oversight are as
follows:
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Table (4): Open Budget Survey in Algeria 2017
(Degree/100)
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Source: (IBP, Open Budget Survey 2017, 2018, p. 56)

The table shows the absence of public participation in budget preparation. In
Algeria, the budget is prepared according to annual estimates, which are based
largely on the estimates of the previous year. Public participation in budgets is
essential for better management and positive results regarding increased budget
transparency.

According to the same table, we find that the control system scores poorly. The

verification and internal audit system relies on a certain number of supervisory
entities: financial controllers, government accounting officers, in-house auditors, and
inspectorates of specific services in the government’s financial departments.

Parliamentary censorship in Algeria is a formality by asking oral and written
questions to government representatives. The oversight of the Accounting Board
does not carry criminal penalties. It limited to issuing annual reports only. The
legislature also provides limited oversight during the budget cycle. Legislative
oversight scores 62 degrees during the voting and ratification phase and 13 degrees
during the implementation phase. This means that the legislature provides adequate
supervision during the planning phase of the budget cycle and weak control during
the implementation of the budget cycle.

The external auditors are guaranteed independence, but their findings are no
longer published. This is why the audit capacity needs to be strengthened.

It can be said that the independent evaluation of financial projections is hampered
by the weakness of the data furnished by the different administration.

Publish budget documents to the public:

Making public budget documents available is one of the most important elements
of the Open Budget Index and financial transparency in general
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Table (05): Open Budget Survey in Algeria (2006-2017)
< O f’;’ O o )
£ %8 |o& | B 2. 5 2) 3 g
) < @ = a o & R Q M
3 S 5 8 B 8 S > i3 5 5
L = < 2D 2 p . & = N
a =5 a| -g = | =l 8 < =
e i3 = p= — O

2006
@)
@)

2008

2012 2010
@
@ o o o o
O

2015

Source: (IBP, Open Budget Survey 2017 (SUMMARY), 2018, p. 01)

2017

@ Available to the public
Published Late or Not Published Online or Produced for Internal Use Only
@ Not produced.

We note from the previous table that the degrees of availability of budget documents
specified in the table varied from one document to another and from year to year.
The preliminary statement of the budget has not been published to the public, but is
available for internal use, (the government as well as the parliament) for review and
discussion. We note that the national budget in common with the budget review law
which brings the financial year to a close, must be adopted by both houses of
Parliament: the National People’s Assembly and the National Council. It is known
that this statement shows the main axes of the general policy of the State and
specifies estimates and future expectations regarding public expenditure and
revenues as well as various economic indicators. And the statements of contingent
liabilities are not included in the budget documents presented to Parliament.
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Nevertheless, internal government documents on the external public debt include
guarantees and identify them separately. Also, the information on gross public debt is
partially published, on an annual basis and for a limited audience. Information on
financial assets is not published. As for the budget proposed by the government,
although it was available according to the 2012 and 2015 index, the 2017 index
showed that it was an internal document only. It is a document that shows the
sources of revenue and the allocation of appropriations in some detail and the state's
financial position. The approved budget is available to all as it is published in the
official journal after its approval.

As for the citizens' budget, it was not issued according to the indicators of
different years. The various reports are not published to the public, but they are
subject to internal use. Recently, however, the publication of the report of the
Accounting Council regarding the reconciliation of the 2016 budget has been
recorded. It is one of the reports that are supposed to be published in the Official
Journal.

Conclusion

The budgetary governance is an important mechanism to avoid many public
finances risks. It is based on: transparency, participation and accountability, and
effective oversight. Some of the most important results are:

- The budget documents cover most central government financial activities,

except for the special Treasury accounts, but do not provide information on fiscal
activities for the whole of general government in Algeria;

- The financial rules adopted in Algeria are not spelled out and the information
provided in the annual budget law is limited and not widely disseminated;

- The timely public reports on financial developments help to ensure that
financial projections are based on an understanding of the latest financial situation to
avoid potential risks;

- Financial transparency benefits citizens by giving them the information they
need to hold their governments accountable.

Despite Algeria's financial reforms, these reforms have not largely resonated with the
fundamental principles of governance. So, we take the following observations:

- Mechanisms for the coordination and management of budgeted and extra
budgetary activities are not sufficiently well defined or observed;

- No commitment of the Algerian government to the principles of public finance
governance;

- The decline in the transparency index of the public budget in Algeria;

- The reporting of data to Parliament and to the general public is largely
inadequate;

- Weakness in oversight of governance in Algeria, leading to widespread
administrative and financial corruption. The accounting system would allow for the
preparation of reports on the fiscal and financial execution of government operations,
based on current classifications, but these statements are not disclosed in most cases.
Also, the National Audit Court has great difficulty doing what it is supposed to do. It
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has thousands of government accounts to oversee (each public institution is involved)
and it lacks the wherewithal for such a task;

- Absence of good governance laws in Algeria.

Recommendations:

In order to improve the Algeria’s Open Budget Index and to bring about swift
improvement in financial transparency, we suggest adopting these recommendations
from the Open Budget Survey for a group of countries:

- Contemplate urgent measures, aimed at increasing communication among the
different stakeholders in execution of government financial operations;

- Disseminating data among the public and civil society;

- Publication of the pre-budget prepared by the Government;

- Publication of periodic, semi-annual and annual reports on the implementation
of the public budget. In this context, the budget execution data should be published
and posted on the website of the Ministry of Finance each month;

- The participation of citizens to exchange views on matters of the public budget
and in decision-making;

- Ensure that the budget is examined by the legislature and that periodic reports
on budget implementation are published,

- Giving wide powers to parliamentarians to submit budget proposals before
their approval and regarding to the budget documents presented to Parliament it must
be revised, with a view to making the data easier to understand;

- Strengthening the relationship between the oversight institutions and the
judicial authorities in the field of reporting on the commitment to financial
transparency in the implementation of the public budget.

References:

* Ben Caleb, E., & Godwyns Ade, A. (2012). Good Budgeting and Good
Governance: A comparative discourse. The Public Administration and Social
Policies Review(09).

= (Carlitz, R. (2013). Improving Transparency and Accountability in the Budget
Process; An Assessment of Recent Initiatives. Development policy Review(31).

= Cottarelli, C. (2012). Fiscal Transparency, Accountability and Risk. IMF, The
fiscal department in collaboration with the statistics department.

= D.Sullivan, J. (n.d.). Democracy, Governance and the Market. Retrieved 08 28,
2019, from https://www.cipe.org/legacy/publication-docs/democracymarkets.pdf

= Heald, D. (2003). Fiscal transparency: Concept measurement and uk practice,.
Public Administration, 8§1(04).

= [BP. (2016). Guide to the Open Budget Questionnaire. Retrieved 08 27, 2019,
from International Budget Partnership: https://www.internationalbudget.org/wp-
content/uploads/open-budget-survey-2017-guide-and-questionnaire-english.pdf

= [BP. (2017). Open Budget Index Rankings. Retrieved 08 26, 2019, from
International Budget Partnership: https://www.internationalbudget.org/open-
budget-survey/open-budget-index-rankings/

= IBP. (2017). Open Budget Survey 2017 Methodology. Retrieved 07 31, 2019,
from:
https://www.internationalbudget.org/wp-content/uploads/open-budget-survey-
2017-methodology-english.pdf

DIRASSAT Journal Economic Issue (ISSN: 2676-2013) — Vol 11. N0 01 - January 2020 .
Laghouat University

505



Budgetary Governance in light of the Open Budget Index (OBI 2017)- Case Study Of Algeria-
Tahar Chelihi

= [BP. (2018). Open Budget Survey 2017. Retrieved from International Budget
Partnership:
https://www.internationalbudget.org/wp-content/uploads/open-budget-survey-
2017-report-english.pdf

= [BP. (2018). Open Budget Survey 2017 (SUMMARY). Retrieved 08 27, 2019,
from International Budget Partnership: https://www.internationalbudget.org/wp-
content/uploads/algeria-open-budget-survey-2017-summary-english.pdf

= IBP. (2019). Values Statement. Retrieved 07 31, 2019, from International Budet
Paretnership: https://www.internationalbudget.org/who-we-are/value-statement/

= IMF. (2007). Manual on Fiscal Transparency . Retrieved 08 26, 2019, from
International Monetary Fund:
https://www.imf.org/external/np/pp/2007/eng/051507m.pdf

= [MF. (2019). Fiscal Transparency. Retrieved 08 26, 2019, from International
Monetary Fund: https://www.imf.org/external/np/fad/trans/index.htm

= IMF. (2019). Fiscal Transparency Initiative: Integration of Natural Resource
Management Issues. Retrieved 08 26, 2019, from International Monetary Fund:
https://www.imf.org/en/Publications/Policy-
Papers/Issues/2019/01/29/pp122818fiscal-transparency-initiative-integration-of-
natural-resource-management-issues

» IMF. (2019). The Fiscal Transparency Code. Retrieved 08 30, 2019, from
International Monetary Fund: https://blog-pfm.imf.org/files/ft-code.pdf.

» Lang, B., & Swain, S. (2015). State Budget Process (Informational Paper 74 ed.).
Madison, USA: Wisconsin Legislative Fiscal Bureau.

» Mohammadi, S., & Nezhad, B. M. (2015). The role of disclosure and transparency
in financial reporting. International Journal of Accounting and Economics
Studies(03).

= OECD. (2002). Best Practices for Budget Transparency. Paris: OECD
Publications Service.

= OECD. (2014). Public Governance And Territorial Development. Paris: OECD
Publications Service.

= OECD. (2019). Principles of Budgetary Governance. Retrieved 07 31, 2019,
from  Organisation for Economic Cooperation and Development:
https://www.oecd.org/gov/budgeting/principles-budgetary-governance.htm

» Sharp, R. (2003). Budgeting for equity: Gender Budget Initiatives within a

framework of performance oriented budgeting. New York: UNIFEM.

Sri, A. K. (2011). Public fincance. India: School of Distance Education,

University of Calicut.

Tanaka, S. (2007). Engaging the public in national budgeting: A Non-

Governmental  Perspective. OECD  Journal on  Budgeting, 07(02).

How to cite this article:

Chelihi. T. (2020). Budgetary Governance in light of the Open Budget Index
(OBI 2017)- Case Study Of Algeria-, Dirassat Journal Economic Issue, 11(1).

pp. 487-506.

DIRASSAT Journal Economic Issue (ISSN: 2676-2013) — Vol 11. N0 01 - January 2020 .
Laghouat University

506



