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ABSTRACT | | f ! - )
. ' To laentify uhy develcP(EE countries ha ve . inadequatg

ah;l;tzes to establlsh sound firancial g ageaent in the public
sector, a- study of five Latin Américan ccunt:ies in varyiag.
developmental siages vas conducted. The review of U.S. askistance
activities and all other prograss- designed to provide the .countries

" visited with- lndngQQME financ 1l and ma agenent ex;eztmﬁe was’ ‘
planne& and executed as a case study. é yaposiug fclloyed in which & |, -
£1 A

panel of experts revieued results to 4 e- exxstin@ [rcbleas and

. Bake recommendations. Problems centered in four areas: (1) need for
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. Internaticnal, eranzzat;ons* International Programs; ..

- Management; Needs Assessment: Public Adm;nzstratzon s
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-

improvegent in- aud&tzng -and’ accounting practices tc ccrrect a .lack of

integrated financial informatich, .under-utilization of computer --
systeas, and veak, auditing and internal control: (2) a shortage.of
trained fananczal managers due ta low salaries, professional statusg
and lnaffectlve civil service systems: (3) lcw gcvegnment priority
for traxnng rograms: (4) need for additional effort tc strengthen
trainxng in financidl management. Specific recomaendagions included

urging, Congress to amrerd thé foreign assistance act’ gzving attention

to financial management, cooperatlng yith major donors .to strengthen-

‘institutions offering traiming, . Kbterlining needs of develcping ~

'countries,‘strengthen;ng U.S.. capability to plan amd implement
sanagement progrhns and urging AIp (Agéncg for Inta:national 3

PR

v!.Developneng) to increase focus on ttalnin in management and publzé

e

aéninzs:ration. In addition it was® suggested that an internmational-
5ynposzun be convened tc launch a codordinated effort t¢ encourage
deveAOPnent cf a financial -anagenent 1lprovenent program. AFP)
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2 rt To The Congress

QOF THE UNRTED STATES

 Tralning and Related Efforts Needed  ~ *
~Jo Improve Flnoncml Management . -
1nfthe Third World PR

A

te

Devetopmg country governments continue to L~ c N :
experience a shortage of trained financial -t ‘ . y
anagement personnel'whith often results in’ ‘ . oo
“an inability to"produce timely and accurate - . !
+ . financial data fer government’ decisionrhakers. © . .
« . Infact, the Agency for International Develop- ™ - By '
‘ ment and pther farge international domor - . ¢ , S
< oOrganizations pave curtailed their. technical ' ‘ teo o ’
. -assistance.and institutional support programs = - o . : T -
in this field. Improvemenss in financial man-. o o 0 -
‘agement, however, are essential to ensure that - ' ‘
program assistarice resources reach targeted VR
recipients among the poar majority and that , T S
~ these programs are run as eff:c&ent!y and » ' R '
v . effecpyely as possible. GAO makes recom- y " ) , ' ' {
men tions wneermng improvements , that . “
mtght be made ‘ ‘ '
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To the President of-tHe-Senate{enthhé\
Speaker eﬁ/%he House of Representatives

This report*ad esses the need to 1mpreve flnanc1a£
management' in devel8ping countries, and discusses the

shortage of.people trained.in accounting and related fields

who are willing te work for developing-country governments.
The: types of training and other efforts needed to ghange &
this situation are also discussed. Improved acgcountability

for and control over public funds will assist, the- development

_proeess by 1nsur1ng that governpent resourc€s are prdberly
utilized and that programs, reach those, that need them most.

-

» . N

N Ceples of. thiw report are belng sent to the Dlrector,
Office of Management and Budget; the Secretaries of State

.and: the Treasury; fhe Director, International Develépment_’.

Cooperatlon Agency; the Administrato¥, Agency fpr Inter-""
natxenal Develepment- to interested Government agencies;
(.cognizant congressional committees; and to various other

1nterested organlzatqons and andlv;duals. ‘

omptroller General
of the United States.
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f - COMPTROLLER GENERAL'S TRAINING ANEF\EEATED EFFORTS

; " REPORT TO THE CONGRESQ .-' NEEDED TO [MPROVE FINANCIAL‘

i e C : - MANAGEMENT THEL{aIRD WORLD
: . . . ~ S . . ’ - ( C~ ) . ’ -
' - DIrgEsy -~~~ o~

: " & . ~ : .

; N \ . The absence of efiective financtal management

: )" " in deqeloplng countries is a major obstacle

X r ‘o the optlmum use Of‘resources, both inter-  *. -

o nal and_external, that are—gvailable’ tgs

: ' rmprov he standard of living 'in Third World.
‘countrigs. . Effective flnancxal management I
: ‘ is essential because anything less ‘dissipates -4 1
X N available resources and thwarts development. )
‘ ~ To. lmprOVe financial management, developlng .

. S countrles must ‘ o
: . 3 /_/ o~

——develop effective accountlng and audltlng .
practices, = = { v ‘

_ ~-insure the presence‘of skilled pe%sonnel ‘

o SRR to effectively run thelr flnanc1al manage—~'

ment systems,_“ .

-
rd

. - --develop a comprehensiVe and up-to-date N
. training program at both the national
‘ and regional level of .the developlng
countrles, and
4 .
--inctease their ‘commitment to the realiza-
tion. of an effective training development
- program and work more closely Wlth the
' .international donor communxty in thls
' effort. ~ : - € S

¥
‘ -

.

~

;// pEYELOPING COUNTRY AUDITING AND
ACCOUNTING PRACTICES NEED IMPROVEMENT .

The major weakness in government accouuflng
in most of the five cduntries GAO visited is
a lack of 1ﬁtegrated financial information,
S produced in a timely manner, that can be '
'~ used' as _.a management tool in decisionmaking.
*  In many cases finapcial information devel-
y - oped by government ministries is 1ncomplete,
< s | ‘unreliable, -and subject to extended report—
' 'ing delays. What financial management
" information is deweloped may, ‘therefore,

/
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ﬁ%t be very useful. Quite often,- central
government budget ‘information is not tied
ir with past and present‘accounting data,

- so’ that past performance is not-used to

project -future requirements and-no real
coppariscon of planned and actual’ flnanc1al - ,
perfcrmance can.be made." - ‘

Tradltlonhlly, Camptroller General offlces

-ifi developing countries have empha$1zed pre-
control (approval of disbursement requests)
or postcontrol voucher audits. . These auﬁlts

. are primarily concerned with the legality -

of transactions with little or no emphasls

on financiai controls, mapagement systems,
program evaluations, or the economy and _
effldlency of operations. Most Comptroller -
Geheral offices GAD visited are interested /
in condutting professional financial audits
similar to those by certified public account-
ing firms as well as economy adﬁ_effi iency
reviews of government programs. Legislative
‘requirements for detailed voucher, audits, N
and lack of trained manpower,\however, '

restrict thelr éfforts. . A
S . RN

) SHORTAGE OF;TRAINED FINANCIAL o

MANAGERS AND LACK OF; GOVERNMENT g
DEDICATION HINDERS IMPROVEMENT . |
'OF FINANCIAL MANAGEMENT SYSTEMS -~ = = —

A severe shortage of tralned flnanc1al man-
gerSHZXLStS in the public sector of Third
ﬁorld countries. The GAO study showed -that
the relatively small number of trained and
experienced peop in developing countries
are coften reluctapt to work for ‘the govern-
ment.  Reasons for\l 1nclude low pay and
ineffective civil serylce systems which
neither protect career empl es from polit-
ical actions nor provide for'metit pramotions.

i

Governments of devqlopﬁhg countries need
.skilled personnel who can plan and budget
public programs, develop and ‘operate man- .
agement information systems ,(e.g., data '
Processing), account for expended funds,

ahd evaluate program results and relate

this factual information to future budgets s
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o Co * and plans. Few qovernmenf officidls cur- .
co nently have such skills;  those that do
‘ . gre often frustrated\by lack' of intérest
l . on the part of ‘the government in applying
T < 7 " modern managemen@'procedures and the short- -
. 7"5’. age of skilled pedple needed to lmplement

. - ‘them. .

& . ot . ‘

. ' Tralnlng of skllleﬁ personnel_ alone, how—

N : ) ever, will not overcome. these def1c1enc1es
v in financial management systems. The host
: - gogernment must be dedicated to improving.
' - the 3ystems and must be willing to devote
b . "a reasonable part of available resources

| - to this 'end. 1In the absence of such dedi-
R tion, substantial resodurces could:be

‘ ‘ ' eiﬁen&ed without any real 1mprovemeﬁts in .

o financial manag@ment. Moreover, - 1n 51tua— .

tions where governments have accorded a

' low priority to imgroving government ‘capa-
bllltxeg major donors have redirected -
“their resourdes to other projects, “thereby

. reducing efforts to overcome ont of the, :

P major obstacles to effectxve development.

L
3
- e o

FINANCIAL~MANAGEMENT TRAINING. PROGRAMS
L. RECEIVE LOW GOVERNMENT PRIORITY AND
: 'ARE- OFTEN OF POOR QUALITY .

N N S .

I
Government interest in prov1ding tralnlng in
o T accounting,” additing, and program “évaluation
. A cutside the Comptroller General's. offlce is
f r " lcurrently quite .®toWw in most countries. * Most
' ' government training in the areas'of adminis-
oo ' txatiSon and management is concentrated in )
S ‘ ’ subjects other than those mentloned above.
4 Al!o, tralnlng offered y developing- country
) : institutions in financfal ménagement and con-
trol is often' inadequate and of poor quality.
For years, accounting and auditlng positions
in many of the codntries GAO visited have beén
S staffed pr}mar;ly by high school or technical
. . '~ school graduates. Currently, many universities
and other post- secondary training lnstltutlons
are adding accounting. courses to their curric-
. ulums to upgrade professional qualjfications
ﬁ .of "accountants and audltors. ‘

. e o m o -
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GAO identified numerous .problemg with the
financial training that is offered in the
-countries visited. Two;of the biggest
- problems encountered were an insufficient
supply of qualified, dedicated, full-time
faculty members and a shortage of current
textbooks and teaching materials translated

into the local language. Assistance is alsoc

needed to strengthen developing—countty
1nst1tut10ns and improve their currlculums.

The~Agency for Internatanal Development
“(AID) and other international donors. still
{ offer ‘a limited amount of administrative
“and management training. AID has reduced
its program as a result of changing priori-
ties highlighted by the New Dlgbctlons man-
» date adopted by the Congress -in 1973. -
This mandate directed ALID to provide more
direct as51stance(f3‘the poor majority.

~ Most developlng countries prefer establish-
ing or improving national and regiQnal
training ta . sending people to develoRed
cogntrles for tralnlng. One reason train-
ingwgiven in 1ndusﬁp1allzed ‘countries is

not very popular is the loss of these per- -

sonnel to the uountry that tralned them
( braln draln') x.

STEPS NEEDED TO STRENGTHEN
TRAINING IN- FINANCIAL MANAGE-
MENT AND PROGRAM EVALUATION

{

- Ma3or doncrs and recxplént governments should
work together to rupgrade public sectaor finan-

‘cial management primarily through improved

training. A national training plan is a
. necessary and vital part of this effort.®

Donors and recipient governments should coor-

dinate their identification of future train-
xng needs and should 1ncdrporate these needs
in ‘'such a, training plan. ' Prior and current
training expe:ience'should be fully examined
to identify which training has been gore

successful as compared to training which

should be deemphasized, Oor even avoided, in

the future.
. \MK
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C : - Long-range plans should provide for (1) the
training of people to overcome existing defi-
ciencies and (2) othér types of assistance, (
including the provision of facilities and .
staff to improve the in-country capability i
for meeting future training needs.

Lo . GAO found that there is a nng to dmprove and

i ) expand training offered at institutions serv-
N . ' ing only one qountry as well as regional '
. © . Institutions serving the natiogals of several °-
Z countries. Additional assistance will. be

-~ needed for.this effort, both by providing

: - . more resources and bw demonstrating to high

\\\ . govérnment officigls how improved financial
< management'and~cohtrol can help s4ve scarce
' publiq;funds In this vein, the U.S. Comp- .

program that is enabling developing~-country

. -~ troller Gener®l has initiated a fellowship
! nationals to receive training at Gao.

. , - -CONCLUSIONS AND:RECOMMENDATIONS = - P
3 : : )

The serious deficiency in financial manage-

ment in the Third World is generally recog-u

nized as a major obstacle to the effective

‘use of available resources in improving .the .

standard of living in those countries. '

| There is general ‘agreement that tfe inter—
. national ‘community must assist Third World
: countries in improving financial manage-
ment in government; however, agreement on
the precise measures to insure these improve-
‘ merits is peeded. /The donor community has
been devoting maéé'of its available resources .
proportionally to programs and projects that
‘ " have an immediate impact on the poor major-
' ity,. neglecting the need to improve- financial
management. One cannot take issue with the
efforts being made. to assist the poor. major-

»
T T T T T T T P e TS

- . mm
R r

y ity; however, failufFe to pay more attention "
; ) to improving finangial management will prove
. < to be shortsighted and result in continued . <

ineffective and inefficient use @f what
scarce resources are available..

) | | ‘
{ .
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- In this spirit, GRC recommends that the :

". Congress amend the fQreign assistance

act, as follows. -~
. . ‘_ . .

"It is the sense of the Congress that

¥ .+ . improvement of governmental financial
\ ‘'management should be_given a higher '
priority within the development procesbs S AR
More of the development assistances resour- ‘ S
ces being made available to.Third World ' .
countries should be directed toward - cL f
1mprov1ng financial management capabili- :
ties through more effective traxnlng and ™ - .
technlcal assistance in thlS field. i

P
1Y

L R R

The Dlrector of the newly estab11 hed . ~/ 'jﬁ
Internatxonal Development Cooperi?xon . _ RN
Agendy (see p. 4), along with.the' Admin- . ” '
.« , .-istrator!of AID, should act to improve - e T,
- .the financial management  in developlng - . T
v : countrxe& by ' S L
~~cooperating mare fully with other major .
donors, such as U.N. organizations and
the multillateral development banks, in
an effort té6 strengthen regional and
national institutions that .provide
financxal-management tralnlng to Third

_ World countrles- . \

W R M o e o e o oA o o m
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- - etermining, at the time of authorizing
N assistance projects and programs, td.what
. : .extent the developing-country implement~
ing agency requires training and technical ' \
- assistance in generalr management, and
' particularly in financial mawagement, in
order ‘to carry .out the U.S.r-assisted effort;

?

-:strengthening the U.S. capability to .
plan, program, and assist-in 1mglement1ng ‘ -
financial-management programs and projects: '

\~—1nstruct1ng u.s. representatlves and )
delegates to international organi%ations ‘ .
and other forums to emphasize the benefits "

'to be gained by improving fiflancial manage-
ment in developing counttries and to propose
and encourage that the necessary resources
be directed toward this ‘objective;” and

»
~
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-r-convening an international sympasium or
workshop of major donors and recipients,
"at the earliest ‘Opportunity, to launch a--

.coordinated effort for instituting a
financial-management improvement progtram .
to remove this major obstacle to devélop—"
ment. ’ " .

)

* - .
AGENCY COMMENTS : : .
X . . _ :
This repaét was reviewed by hgéncy for Inter-
national Development offitials associated

with the,programs discussed. - Agency Qffi-
~clals also attended GAO's February 8, 1979,

Symposium and commented on the discussion sum-
mary. of that meeting. (See app. I.) They

. were generally receptive to GAO's approach.

Comments made are incorporated in GAO's
report. '
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Introduction. ‘ :
LConclusions f”ﬁ. : .
Recommendations

DEVELOPING-COUNTRY AUDITING AND
ACCOUNTING PRACTICES NEED -~
IMPROVEMENT '

- Current accounting practlces do |

‘not' serve governmental needs
Flnanc1al information- not
used as a management tool-
Few comparisons of budget an
" program performance are m
Lack of parallel developmen
accounting and budgeting

. —

~

- ‘ systems

Audltlng and internal control prac*

tices are weak or ncnexistent
, & - .
SHORTAGE OF TRAINED FINANCIAD MANAGERS

IN THE PUBLIC SECTOR CREATES MAJOR
PROBLEMS FOR EFFECTIVE FINANCIAL
MANAGEMENT

‘The shortage of trained mahpcwer

creates management problems o

Trained'%inancial‘managets prefer
not to work in the public secter.
tge Peasons why'
Low salary levels
- Low professichal status

Absence of c1?1l service systems’

\  Governments have élttle hope of
v improving financial management
Y without suffxcxe t tralned
Qersonnel

~ Under-utilization of computer =~ -

14
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* ‘... AGENDA FOR ACTION

. ' ~ - .~ b -
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INTR@DQCTION A
The absenoesof effectlve gf anc&al management 1/ in
gevelopirng coentrles 4is. a major/obstacle to thé optimum use

., - of mesgurcesg, both- 1ntern91 and external,’ that are available
- to 1mprove:the standargd of llvrng ‘in Thitd World countries.

Y

- Effective ﬁlnenc1al management is essential bechuse anything
less_dlssipates ayailable resources amd thwarts development.»
Te improve flnanc1al management, developlng countr;es must

-

'_-—GEVe;op effectlve aceountlng-and'audltlng praotaces,;
" ' ‘\‘ 4 H
o .—éinsure the presence of skillad personnel to effec-.
K tlvely run their ﬁinanclal—management systems,

l

~.

.f,——develop a comprehen51ve and- up«to-dafe training
program at national and reglonal levels ‘of :
developzng countrxes, and . - .

) ’ - .
R .o N I

' ~—1néreaée their commltment to the. reallzatlan
of an effectiyve training development program
and work more closely with the 1nternat1onal
donor communlty in this effort. -

..v'\." .

.- N ‘. ‘a
4 { - 3 .

v To identify why developlng countrles do not have sound
£inancial management in the public_ sector, we visited five
countries in Latin Amerlée, including some of the more devel-
oped. and some of the lesser developed. Our work was aimed,
at identifying major weaknesses 'in both_financial manggement
and training. .This was & review not- only of U.S. a551stance -
dctivities but also of other programs desxgned to xmprqve
1nd1genous financial and managemgnt expertise. 0ut~rev1ew
‘'was plannéd and executed as & case study and included the‘
public-sector need for- traxned manpower . . e

4 .
R

stng the  results of our study, we held a symposium
on the need to Improve financial management and the whole
spectrum of*public administratfonsin developing-eountry
.governments.‘ The panel for.this symposium was comprised
of 14 experts from academia, business, government, apd,
. .- Al ; .\/ : : G

- 7,

T

l/Elnanclal management ‘includes accountxng, audltlng, budget- -

-y ing, and review and evaluation of. the economy and effxcxency
of government programs and projects, = ,

. . r '
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1nternat10nal organizations. We also ‘iAvited 1ntere%ted
.. observers whg contributed to the discussiopn.’ (See app. I
¥, . - for a summary of toplcs discussed at the' symp051um ) '

1

v

cd, ~ The ma]or problems to be dealt w1th to 1mproﬁe finan-
‘ .cial managemeﬂt in the developing worl which, led*us to.the

e fcllowing cpnclu510ns ang recommendatlons, are- dlscussed in
. sgme degail in-the fellow1ng chapters. : o

' CONCLUSIONS

. L ¥4 e
L : . "- x . ’ . . . )
: ) The serious def1c1ency in’ financial’ management in the
A ThirdeWorld is generally retpgnized TEa majer\dbstacle to

the -effective use of available.resources in 1mprov1ng the >
Qtandard of 11v1ng in those counrrles. :

- 4 : r
There is. general agreement that the 1nternat10$al commu-
nlty must assist Third World countries in improving finan-
cial management in government- however, agreement on the .
. precise Mmeasures to insure thes 1mprovements is needed.

ng dohor community has been dev tlng more available resocur-

-

proportionally- to programs and pro;ects that have an °
ediate impact on the poor majority, thereby neglecting
__the need to improve financial management. One cannot take
" issue with the efforts belng mad€ to assist the poor major— ‘
1ty, however, failure to pay more attention-to improving '
flnanCLal.management ‘will prove to be shortsighted .and will
result inTcontinued ineffective and inefficient use of
what scarce resources are available.

- - . 4
Our symposium panelists agreed that there is a need

to further develop both financial management and the broader
area of public administratien in developing-country govern-
ments. , Training additional managers and admlnlstrators
is one task required to upgrade governmehtal administration ,
and management, and panelists agreed that additional tralnxng
efforts and gommltments are needed by developing countries
and donor organizations. : : ¥
| ‘We have long shared the majority view of the panelists
ang officials contacted during this review, that adequate
finangial-management systems~-including program and progect

‘,
. -evaluation capabilities--are essential for preperly managing
‘ - the development process. For example, in our recent report E
. on the ‘Sahel Development. Program 1/ we stated that.

7 / _‘ | ‘ a* . 4 . C ; L 'f‘i, |

< ' rt . .
1/"The Sahel Development ﬁgegram—eProgress and Constraints,”
(Mar-f 29;"‘1978; ID_78-18)-

“ &
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"The lack o&rﬁrained administrative and techpi-

' cal personpnel” is cdonsidered by many Sahelian

) " and donquqggiclals to bé the Sahelian countrees'

o g:eatqgt d lopment constraxnt. , T .

. \
Thée report added thét there seems to be d.chrenlc .Shortage. of
capable program managers, admznlstrators,,and‘fxnancxal and.

acceuntxng perscnnel.
.

fBefc;e any effective assistance pyrograms can be con-
sidered, however, %gvernment§pahd many existing training
institutions must rst realize the importance of resource
- management. gnd its pptentlal role in the developmdfit prodess.
These organizations must be persuaded tc change their often
passive attitudes toward these important furctions and must
then accord relevant training and reform programs a higher-
funding priority. ‘ <. b | ‘
. .
Once 'an lnereesed commltmént has been made, governments,
"with the help of all interested parties, should identefy pre-
-sent training in these'areas and additional training needs
. and types of assistance®redquired to satisfy these needs. It
.should be possible, then, to provide assistance in a more
coordinated mahner. Specific steps could. them be developed
_ by the host gevernment with 'as much input as possible. f;om
' internatlenal and reglanal assxstance organizations., °

‘ Althcugh prlmary donor organizatlcns have been. curtall;ng
assistance for this type of training, the Agency for Inter~
national Development (AID) has recently began- to reconsider

“the role that administrative anhd management development should
play as an-integral part of the develdpment process. AID.
-should provide a significant increase in assistante to pro-
grams - and projects. In additjon, the Congress should empha-
size the need ‘to improve financial management and public
admlnlstratxon because administrative and management capab111«
ties are n cessary for poorer -countries to achieve maximum
benefit from their development projeofs. Further, donor coun-, .
tries and organzatxons should realize that better-management
will result in Yore efﬁectlve assistance and will proyide
greater berefit to the poor majorlty.» If the U.S. Government
makes a commitment to help developing: countrles improve their
management, ,othexr international doners may-follow suit.

-
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fofelgn assxstgnce act, as follbws. » r

. --determining, at the time of authorizing assist-

RBCOMMENDATIONS - e S R

In thxs*spirit,~we recommend that the — hgrﬁss'ame d the
NgT! pa the

. -
<

"It is the sense of the Cengress that xmprovemént ;"[ \
vf governmental ﬁlnancxal management, should be = :

given a higher priority within the development ’ ST
_ progess.. More of the development-assistance: -, | e
resources being made available to Third Worid R

" countries should be dlrectedfﬁzward“impr ving. -

financial management’ capabilities througl more L
effective training and techn¥cal 3351stance in . Ve B

thls field.™ . *

We also recommend that the Dlrector, International Dével«‘

opment Cooperatlcn Agency:vl/ along with the Administratorg AID, .
act to, improve the financial management in developing’ cosgt N

ries
. ‘ ) : . . Ch
--cooperating more fully with other Jnajor donors, ; }
such as the U.N. organxzatlons and the multi- ’ . I
lateral development banks, in an effort to ‘ cL
strengthen regional and national institutions
that provide financial- -management tralnxng to’
Third World cauntrxes-- - v

. . $
P » . . .t

ance projects and programs, to what extent the ‘

developing-country implementing agency requires

training and teqpnlcal ass;stance in general

management,; and particularly in financial manage-

ment, in order to carry-out the U.S. assisted. [

effort; ‘ ‘ o
--strengthendng the U.S. capabllxty to plan, o a L

program, and assist in.dpplementing financial- | :

management programs and projects; : )

. ) . . .
’ N o
‘ / .
- ! , ¥

1/The Internatxonal Development Cooperation Agency was estab— '
'1ished by Presidential Reorganization Plah No. 2 of 1979 ,
which prescribed a reorganization plan for-the admlnxstra-
tioneof the U.S: foreign ecoromic assistance program. It
was assigned the responsibility for policy direction and .
budgetary control over the program, while the Agency for
nternational. Development remained as the .principal operat—

ing’ organxzatlan for prcgram implementatxon.

4 ) ' e
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-Geinstrud%iaq*ﬁng\representatxves and delegates
to .international organizations and other'forums
to emphasize. the benefits to be gained.pg 4mprov-
. ing financial management in, developing sbduntries.
and encourage that the necessary reseurces e

directed towar thxs objectxve, and
. "

' -—conven;ng an internatxonal sympeéium or workshop

.of major donors and,recipients, .at the earliest
opportunity, to Launch a coordinated effort for
insgituting a flnahcggi—management improvement .
program ‘to remeve thls m
- ment. ;

obstacle -to develcp—f

A
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.« .. -+ CHAPTER 2 . R
"DEVELQPING—CDUNTRY'\UDITINGA AND ACCOUNTING
' . TN e . N S
@ PRACTICES NEED IMPROVEMENT =
. - : . . - N S E
' .The major weakness in governme’% adcognting- in most of , .,

. » ‘ ." .
. +

Htﬁe-éountries‘we'visited\is_é 1 ~of integrated finmancial .
information, produced in a -tim ‘manner, that can ke used "&@s. <"

~a management tool in decisionmak3l In many ¢ases finandial ;..
‘information*@eveloped by government ministries is incémplete,
‘unreliable, and subjeet to extended reporting "delays. .Finan-
cial management information.that is developed may, therefore,
s not be very wuseful. ' o o :
Traditionally, Comptrollers General offices in develon-
ing countries have emphasized precontrol (approval of disburse-
_ment requests) or postcontrol voucher audits. . These audits.

are primarily concerned wi®h the legality of transactions = §x;

“ with little:or no emphasis on financial controls, management
+ -sysfems, program eyaluations, or the economy and efficiency
of operations. Most Comptrollers General offices we visited
o are interested in c¢onducting professional ‘financial audits-c
«  similar to those by certified public accdunting firms--as 11
as ecomomy and efficiency reviews of gevernment programs.,
LLegislative‘requiremg ts "for detailed voucher audits, and
lack of trained mappower, however, restrict their efforts.

CURRENT ACCOUNTING PRACTICES DO NOT SERVE =~ . S
'GOVERNMENTAL NEEDS . ) oo ‘ |

. Financial information not | _
.
U%¥eq as a management tool _ /7 *
o z Many countries majintain account%ng systems which produce
financial data that caKhOt be readily used for budyeting and
decisionmaking. Most of the problems and weaknesses wa found
: support this genera;'conclusicn. Panelists ‘attending our sym-
; ‘\\_\\posium who addressed the subject agreed. According to these
: - " panelists, developing-country accounting systems have not ‘
been able to produce adequate, timely financial informatfon
on,which governments could base management decisions. The
U.N: puhlication, "Regort of the Fdurth Meeting of Experts
on the United Nations Programme in Public Administration and
Finance," points out-that this fundamental weakness in finan-
cial management is shared by many developing countries today.
& ’ ‘
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, 'The link between plann1ng~ané budgetlng pro—
cesses is.* * * weak in many develcpxng coun- '
' tries and needs to bg‘strengthened. Successful
uworkiﬁg £ pragramme budgeting calls for signif- - L
icant reforms in. prevailing accounting gystems, -, "
training of officials in the new,skills and e, -
' strongssupport from.the 'political and admin- - ©
istrative leadershlp. 'The developing countries
» 'Sho?ld accord prlorltx to these measufes.
\ In seéeveral" coun&rl we v151ted, there is little communi-
- cation between governme t'mxnﬁstries. Generating the cooper—,
ation needed to institute integrated financial syStems is, . o
~ therefore, difficult. In fact, each agency has set up its - T
own accounting practices, with little or no regard.for its.
lntegratxon or compatibility with similar data in its mlnls— :
try or in the government as a whole. s B
i . . .
Financial information when it does exist in the govern-
ment sector is often unreliable, 1ncomplete, and unduly
‘deYayed. - The U.N. study, "Government -Accounting in Economic
Development Management," shows that, for developing countries
as a whole: : | . .
'Government accounting is still seen malnly as o ‘
an accountability device for public receipts and:
. - expenditures; its evaluation, penﬁnrmance meas-—
- ‘urement and managerial functions™tend to be
neglected. Accounting in the public sector
. has, by and large, adhered to a bookkeeping.or
administrative/legalistic approach; the accounts. ‘
are generally kept according to the cash basis e
system rather than the accural ‘system * * *,° _ .~~~ e
. The .amount of paperwork is vast, but neither
' 'efflciency, accountability nor flnancial control ' -
" is improved. Financial decisions tend to be '
‘ subject to unwarranted delays. T,

The U.N. study added that accountlng data, on which budgets'

have to be based, 19 often inaccurate and~1ncomplete. The .
situation does not appear to be as bad for the state-owned
enterprises and autonomous agencies, which are revenue pro—"
ducers. . Specifically, Xn the two countries where we inquired,

- these organizations. havé§adopted the modern financial manage-

ment practices of the private sector more quickly. The,cen- LT

tral government agencxes and munlclpal govérnments have lagged
behlnd. . e ’
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‘Few écmparisons ofs budget and o .
program performance are made N

{/Quité often central goverhmen budget‘infbrmstfon is not
tied "in with past and present accelnting data, so that past @
. performance is not used to project future requirements and

no real cquarlsons of planned and actual financial pegfpr-
mance can be made. In one.country only 30 to 40 percent. of -
national government revenues pass through; or are reflected
"in, the national budget because each ministry chooses methods\
to report accounting and financial data. Quite often -these
ministries collect. and spend government revenues without
‘accounting for them in the national budget. The U.N. study’
previously cited confirms that in many\'countries,

“* * * pudget items are rarely assessed from a
managerial (performance budget) point of view.. ,
A tremendous gap might exist between budgetary ..
estimates and actual receipts or expenditures.” Y
* C -
Panelists attending our. symposium stated that, in some
cases, program budgets have not been fully implemented because
of ‘'a lack of historical data to plug into the budgets. ' Finan-
“cial management practices are often worse at the regional and
munxcxpal levels. 1In one country, for ,example, it takes from
6 to 8 months to get financial 1nformat10n from the regions
to the national capital. Some regional governments simply. -
do not have the qualified people necessary to complete rou-
-tine financial functions. ‘ :
& o : | 5
In the government sectors of two countries, we found (1)
very little cost accounting and (2) nﬁ%real sense of cost/
benefit relationships. The American counting Association
in its August 1978 study, "Accounting Education and the Third
World," concluded Lhat in develcplng cgﬁptrxes throughout the
world, : ‘ ' ' :

B

"k * * 3 great need exists for cost accounting and
the presentation of analyses and various statements
for plannlng purposes and dec1sxon—making. The
economic development process is in need also of
effective cost—-benefit measurements for project

and program evaluations, and gf informatign for
operatlng measurement, internal organization,
prxcxng, and other management and economxc poli-
cxes.,. :
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““Lack gf parallel development -
of accountlng and budgetlng o
;o - ’ T e
< In maty countyles there. has not been pagfallel development
[ of. accountlng systems arnd néw budgeting systems; therefore,
there is ofteh insufficient financial data tq compare with
' budget line items.- We were told by officials in one caun-
‘try that part of this problem is due to the past emphasls
of internatfona? lending organizations on technical assist-
Ence in budgeting to the exclusion of comparable assastance S
in accounting. Some countries have elaborate program ‘budgets
that do not work simply because there is no timely or reli-
. able financial data generated to compare with the developed
-~ budgets. : Y

Under—utiliiation:ochomputer systems o .'( ~ -\\\

Computers and computer systems are often looked upon as
‘a cure-all for inadequacies in financial management systems.
Quite ofoen when the computers are recelved, owever, govern-
ments lack the personnel trained. to operate them. In one
~country, the Ministry of Fxnance had 50 percent of\ its new
. computer hardware in. storage for a year prior to our visit.
- The remaining 50 percent was under-utilized; it was operated
only 6 hours a day and-only for certain transactions.

Y

AUDITING AND INTERNAL CONTROL
PRACTICES ARE WE@K OR NONEXISTENT

In %ost countrxes v;sxted, internal control and post~
transaction auditing. practloes weré minimal or nonexistent.
A U.N. study pointed out that . in most developing countries,
sProductivity appralsals are ineffectively carried out * * *.°
Many. government ministries do not have internal-audit staffs.
Those in existence, howeyer, are gernferally not staffed with
trainéd personnel. A recent U.N. study, stated that perfor-
‘mance evaluation. constitutes another neglected area in govern-
ment accountlng and budgetlng ¢ ,
¢ For the most.part, Comptrollets General offices tradi-
~tionally tend to emphasize precontrol, or approval of, dis-
bursement requests. JIn addition, 100 percent of government
expenditures are subject Yo .the detalleﬂ review of the Comp-
‘troller General of fices imn-sbme ¢ountries, either through
approval of major expéndltures before they are made, or
.1n past-control woucher audits of governmental financial
transgactions. These -voucher audits, however, are primarily
concexned with the Jegality of transactions with little or
no emphasis on int 1 controls, economy,‘or efflclency. s~

-
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The. American Accounting Association Study’ cencluded that,
. _ ‘ i . N
‘"% * * in a mber‘gg developed and deZeloping' ‘
' . . countries, audit institutions have bee set up
. by the national legislatures, independent of the
. executive branch of the government,/to-aid the -
- .~ legislatures in performing tHese [auditing] .. \
= . tasks. THe traditional Joncepts of control and -\
. : ', @ccountability were, however, sopewhat narrowly -
- “de#ined in terms of verifying whether the govern-
‘ - . ment transactions weré, in accordance with the
"sanctions of the' legislatures. Consequently,
“»@udit functions were limited and concentrated .
on checking the' financial correctrdess and legal

* propriety of govérnment transaqgions.“' K

: - In one coqntryi,most new legislation stipulates. that _

- the Comptroller General's Office will conduct a detailed
vouchler audit of all financial transactions. These accu-

" mulated requirements for voucher’audits of all transactions
tie up most of th Comptroller General's professional staff
tiﬁg, allowing little opportunity to conduct professional -

© financial audits--similar te audits of certified public

accounting firms--and econdmy an iciency reviews. ~ .
7“Most Ccthrolle&s General offices ¥xpresséd an .interest

in conducting these types of audits, but stated that exist-
ing legislative requirements. and insufficient trained man-
Power restracted efforts primarily to the detailed financial
reviews of ‘individual government expenditires. In on® coun-.
try, for example, both the Ministry of Finance and the
Comptroller General's.office are required by law to 'review
government expenditures to determine adherence to buégetary
limits. it ' i
:

¢ '
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[
. SHORTAGE OF TRAINED P&ANCML MANAGERS IN THE

PUBLIC SECTOR CREATES MAJOQ@PROBLEMS.FOR EFFECTIVE
: | ) ‘ —
FINANCIAL MANAGEMENT

A severe s rtage of trained fxnancxai'managersAexists
in the publlc sector of Third World countries. Out study

. showed that the relatlvely small number of trained and '\

experienced people in,developing. -countries are often reluc~
tant to work for the government. Reasons for this include

 low’ pay and ineffective civil service systems which neither
protect career employees from pclxtlcal actions nor provide
for merit promotlons. : '

Tralned flnanc!ﬁl managers are needed to provide the-
necessary informat to enable country leaders to assess

" the actual results of their major development initiatives.
The information they provide will help make managers account-

able for program results by a351st1ng them in finding out -
what actually happened, and in understanding the causes and-
the significance of deviations from their plans.
THE SHORTAGE OF-TRAINED,&ANPOWERe ' .

CREATES MANAGEMENT PROBLEMS -

In afi five countries v1sxted, go ernment&officzals,'

businessmen, and officials of internatiocnal organxzatﬁons and

foreign embassies agreed there is an urgent need for trained

financial technicians and managers .in the public sector.

These needs are illustrated by the fcllcwing observations:_

- .
--Because of a lack of well- tralned government A

officials who can record and account for
development funds,, and a.general lack of
understandlng abod‘ managing<finances, AID
programs in one country wexe elayed and made
less effectzve ' ’

--In another country, government ministries can-
not determine how much they have received from
AID and have to regquest ‘such infprmationh from |
"the Agency. AID also has to reeéngéle govern—
ment records to their own about on a year.

. Government officials, however, 4o not resent
q.thzs involvement because they realize the :

a government lacks the expertise to account for

these Sunds. A regional development bank
’ . o411 '

e R4

My



. | " noted similar problems. -Small and medium

| size borrowers, especially, cannot document
their cash flow. ang, thus, may not be makxng L

/. the best use 'of ﬁhexr loans. R I

-—A stidy of the national development bank Ln I
7y another country noted serious weaknesses in ‘ '
the development banking system partially v
due to the lack of trained persconnel. “The '
study found that there was no effort made to
match prQject progress with cash dleurse- B
ments on. their development loans. .

_——Frequently, eég%omlsts and other employees
are used to fill accounting and auditing
_positions because of a shortage of trained

Y ' people. Economists often have a poor undet-
. - standlng of accountlng principles, however,
' and using them to _fill.acounting positions-
is not satxsfacﬁory, according to one Comp-
troller General. ‘ I .
P
. TRAINED FINANCIAL MANAGERS PREFER
" NOT TO WORK IN THE PUBLIC. SECTOR:
THE REASONS WHY

‘Those relatxvely few people tralned in financxal manage-
-ment normally do- not opt. . to work in the publlc sector for rea-
,7sons discussed’ in the followlng sectlons.

. Low serary levels

Most tralned accountants and audltors preler prxvate-
sector employment because of low salary levels in public
jobs. Government agencies have had great difficulty hiring
and retaining trained people because of this factor. Some
employees, for example, would enter business 'right after
college.. Others, however; would join government agencies
(some for the sole purpose of rece1v1nq training "at govern-.
ment expense), and would then join a prlvate companx follow—_
ing their. training. | .

o An xndustrlal development center had a 45—percent

¢ . turnover due primarily to low salaries. When salaries were
increased, towards the end of the project, the‘turnover‘rate
decreased. Further, many, government employees are underpaid
and have one or two other jobs. These employees tend to ‘
neglect thelr government jobs to concentrate on their private~ - .
sector work. = :

12 ‘ i ‘
25
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- Therefore, . university graduates generally prefer prlvate~

» ’L‘ -

»

Pay incentives have helped government offices in one
country compensate for employeg: turnover. *For example, the
Comptroller General's office encourages contlnueq.educatlon S
by offering incentive pay incrtases ranging from 5 to 4§ per—-—
cent over a 5-year period, baséd on-the number of credits
received, The Ministry of -Finance there prev1des a 30- percent
salary dlfferentlal to 1ts accountants. :

Low- profeSSLOnal status ‘ - .

Another problem gevernments (and the accountlng profes—
sion as a whole) have in attracting trained accountants and
auditors is the low esteem accorded these professions .in many
countries. In most countries we visited, accounting is con-

- sidered to be one of the least prestigious of . all professions.

Economlsts and engineers are both considered of higher status
than fimancial managers. One official equated accountants
with floor cleaners, .in terms of. publlc esteem.

The Dlrettar of»the Inst:tute of Admlnlstratlangﬁng\\
Management at a major university adviseés high school students
who want careers in accounting or audltlng to first olgain
degrees in -engineering to give them more flexibility J@d '
prestlge. In addition, the quallty of undergraduate train-
ing in that. country- is better in engineering than in account-
ind. The Director then“advises these students to get hired
by a major certified public accounting firm which could
finance further gducation in accountlng.\

Absence of effectlve civil service systems '.'

T In many countries, advancement ‘depends less on merit and
more on political connections. In one Comptroller General's
office, all 500 employees are appointed by the Comptroller
General.  The government of that country did a study showing
that because there were no strong civil service laws, appeint-.
ments were being made through polltlcal connections rather
than on merit.. . :

Well trained people leave publlc serv1ce for the private -
sector because advancement in private enterprise is based more

‘on merit than on politics. Advancement through merit in the’

public se tor™ is much more difficult. Higher postions do not
necessarily\go to . the most quallfled- peclitical connections
often count nore han‘ablllty. . T

Career tenure systems in the public sector are rare.

°

sector employment where ‘they have job security. One official’

\
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estimated that cf approxlmately l milliqn gﬁvebnment

workers in one- country, only 5,000 emplcyees have career
tenure. The rest can be.fired for any reason. This situa-
tion was also found to exisSt in another country which had nogﬂ
career tenure c¢ivif setvice- gystem.  In ‘'several countriés, \
partlcularly those with more resou es, government-owned and
mixed—capltal corporatlons, when compared to government mxnls \
tries, pay higher salaries and offer career tenure and merit
promotions. Thesé entetprises, operating more like privately

-owned busxnesses, attract betté¥ qualified- people.

o ] -

GOVERNMENTS HAVE LITTLE HORE OF IMPROVING FINANCIAL
MANAGEMENT—WITHOUT SUFFTCIENT TRAINED PERSONNE&D

-

=

Public. administration systems that cannot retaan qualified
tinancial experts have trouble maintaining program continuity

" and have little hope o6f improving reseurce maragement. Lack

of continuity of skilled proferzanals in turn makes It even.

more difficult to implement’ badly needed governmentwide inte-

grated financial systemsjand other badly needed accounting and -
auditing reforms. In two cogntries, comprehensive financial
reforms for the government sector have been enacted into law
but not implemented due to the shortage of trained financial

- personnel and, the low prlcrlty accorded their implementation.

* One xnternatlonal organization official stated that developing

countries usually do not have much continuity. in key govern-
ment _positions andwhave not established-sérious development

‘training plans. -He felt the net. result has been a -substantial

waste of public funds. - -
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¢ T%CHAPTER 4

FINANCTAL MANAGEMENT TRAINING PROGRAMS RECEIVE

- ~ & -

LOW GOVERNMENT PRIORITY AND ARE OFTEN OF POOR QUALITY

4 ‘Government interest in~providing training in accounting,
auditing, and program:evaluatjon Sutside .the Comptroller
_General's_officg;is qufrently quite low in most “countries.

In addi®ion, trainimg offered by develoéing~ccdntryjinstitu—
‘tions in finamcial management and control isroften inadequate
and of poor quality. Most governmenf traininy in-the areas

of administration and management .is -concentrated in subjects .

other than those mentioned above. For years, accounting and
auditing positions in many of thé countries we visited, have

. been staffed primarily by high gchool or .teghnical spﬁéol

graduates. Now many universiti andfothér,post—secdndary-v_

.training institutions are beginning tdsadd accounting cQurses

tions of dccountants and guditdrs.

7

to their curriculums to upgrade the professional qualifica~

4
Ed

"ing.offered in the countries we visited. - Two of. the biggest

&

.
. . : .

]

problems we -encountered.were (1) an insufficient supply of
Qualified, dedicated, full-time faculty members and (2) a

a

- shortage of ~current téxtbooks apd teaching materials transe
- lated into local languages. sistance is also needed to

sﬁrenﬁéhen ﬁeveloping—Codntry'institupid $ and_ to improve
their kyrriculums.. = ” " o ' N

- v ~> ) .
.]_‘_-, -~ N . . ., . -

., AID and othef internitional donors still, offer ,a limited

amount of administrative and management 4raining.:~ AID has

. reduged its program as a result Of changing priorities high-

lighted by the New Direéctions mandate implemented by the

-

we identified numefahs problems with the financial train-

i

v

Congress in 1973. 'Dhis mandate' directed AIR to ffovide more{  :

dssistance that would directly benefit the poor majority.

«

Most develcpihg ccdntpqutprefer;establish‘ng or improv=

~ing natiénal:;ndfregioﬁal’traﬁning to sending pedple for

-

GOVERNMENTS ACGORD FINANCIAL ~ © .  ° .- o
. MANAGEMENT YRAINING LOW-PRIORITY ., |

in industrialize§ countries is not very popular
of these persgnnel to the ‘country that trained t
drain™}. - g ' : _'

. . ( N .

training in developed countries. One reasén-trjgning'given

em {("brain
cf ot o

-

One facuor iimiting thevp:QVisicn_of training is the low

pPriority developing-country governments have accorded finan-

cial management and control compared to other areas of

15 '.f :
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development. One official stated that, in his opinion, finan-
cial management is accorded a lower pr1or1ty\than any other
sector of public adm1nxstrat1on~-wnlch itself is not g1ven a
hlgh_prlor1ty. ‘Governments have been reluctant to prov1dex

- much money to train financial and program managers and, ‘con-

sequently, to upgrade accounting and audltlng systems. For
example, inadequate funding has” been the majin constraint to -
the growth of one Comptroller General's schBol program. - In
that same country, it was stated that of more than 500 Comp~—
troller General office employees, only -3 are unxvers1ty :
graduates. One reason is because many people cannot afford
to attend school for 5 years full-time without earning
regular incomes. Employees of this office are now quali-
fied for routine work but not for more necessary specialized
audits, such as program performanbe reviews. Two countries

. we visited, however, have shown séme interest in improving

their financial management by requesting projects from
internatiofial donors to reform governme - budgeting and
accounting sYstems. _ - '

‘ Oneé reason training in flnanc1al management and program
evaluation has received-a low priority is because governments
de not understand thé need for such training. In some coun-

" tries, major government agencies, such as the Ministry-of

" Finance, have little understanding of the contribution that

. sound financial management and review practices can make to

sustained naticnal development.' As a result, these offices . :
-provxde no traindng in this area. Panelists attending our

*sympos ium agreed that governments do not understand the bene-

‘fits to be derived from proper accountability of funds and

.from program and project evaluation that would enable them

- to amend or cancel marginal projects. Further, governments

often have not identified the1r own needs in these crucial
areas. D ) .

.-
‘n
v

Internatlonal organ1zat1ons are cutting back their-

- assistance to public administration and fihance programs.

A major .institute for public administration has had to elim-

inate or reduce certain activities .because .af inadequate fund- .

ing resulting from low go ernment priority. . Budgeting and
accounting courses were d opped in 1976 for thls reason.
Another program which involves editing and publishing ‘course
material ang textbooks at reduced rates has also been hampered

‘by a lack of funding.

~ .
.

Another reason so little attention is g1ven these 1mpor—
tant subjects igs a lack of student and university interest in
trainlng in accounting, auditing, and related suybjects. A

" large program in one country with over 13,000 active scholar-

shxps, for examp;e,_has only three students majoring in

16 AN :
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‘accounting. Another 503 students are enrolled in the general R
areas of administration (430) and management (73). No other
students are majoring in areas related to financial manage- .
-ment. Student demand for these subjects would have to
increase before improvements could be made. -

WEAKNESSES IN TRAINING AT NATIONAL | A
AND REGIONAL INSTITUFIONS - W T

®

- Training offered in financial management.and control
. &\ given by developing-country institutions is often inadequate
' and of poor quality. For the most part, it does not prepare
graduat€s for careers in the accounting and auditifig profes-
DR sions. | Training in auditing computer operations is particu-
/f r-larly weak, The training whiich privately run umiversities
- -7 and institutes offer, however, is generally -considered to be
- better than that given by/public insgitutions. : :

~
-

. Shortage of qualified ingtructcrs -
. and modern teaching materials - c

. Two important deficiencies, noted primarily in public
unjiversity-~-level training programs, are (1) an insufficient
supply of skilled and dedicated full-time faculty members and,
(2) a shortage of current textbooks and teaching materials
translated into local languages. The Amexgican Accounting
Association study referred to shortages o teaching staffs,
materials, and physical facilities as/ the Mgreatest weak-
nesses in accountancy ‘training ‘in Third World countries.”
Officials in all five countries:we visited also mentioned
these problems. o oG . : - o

- Because of low salaries which requize professors to seek
other sources of income, many professors teach only part—-time .
and, thus, are not able to devote sufficient attention to their
courses. Also,  many students attend classes part time. )
Because they work during the day and attend_school at night,
learning is even more difficult for them.  OtHE&¥ fyroblems
include (1) apathy of some professors who do not attend all
classes and (2) pgofessors who are not fully qualified. G"

Many ocfficials believe that either foreigh instructors or
more foreign-trained local instructors are needed to develop:
suitable curnriculums and tg provide better classroom instru&-
tion. Further, some officials preferred having developed-
country instryctors go there to teach on exchange programs,
although others wanted to send local-instructors, or those '
capable of teaching, to developed-country universities for
training.’ A private university, for exdmple, has several
= 7 graduates pursuing masters degrees at U.S. universities. >

| | 17 | , | ,
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want to start masters programs
do not have ‘ number of professors with masters
degrees. One university in this predicament has arranged
for qualified professors from the national university of - '
%ncxher country to teach there. By upgrading local uni-
~Versity programs,:of{icials_might generate more student
. interest. . : R T Lo

Obsolete texts are in use because up-to-date translatiohs
of foreign texts are qften hard to-obtain primarily because
‘they are too expensive; good local texts are /in many cases
nonexistent? At least one university is still using a trans-
S lated copy of a 1932 U.S. accounting text. The Director of
'« the School of Business administrafion of a national univer- -

sity added that obtaining translated copies of U.S.‘textbooks’f
is one of thejr major problems. Some officials, however,
believe educational materials, including case studies, should

' be develpped or amended locally jso they are more releva

. developing-country conditions. Straight translations of
. U.S. textbooks are not satisfactory, they believe, becaﬁﬁéw
& developed-country instructional materials do not relate

- accounting theory to deve’opi'ng-_—country realities.
. ) h . - ' : . X -

» f.Uniéersity,and”graduate—lével‘programs o ; o .
_ =~ - are not adequate - - o & ' .

| University and graduate-level programs in accounting,
auditing, and program evaluation are relatively new to many
institutions. Universities in one count®y began.granting
accounting and auditing degrees as recently as 5 years ago.
In addition, one Catholic uhiversity (8,000 students) in a
* large city began its undergraduate business administration
©  program approximately 4 years ago. Graduation for the first
class of’ 35 or 40 students was scheduled for this year.

One university does have a public administration program
but it is poorly attended; few people-want to he qualified
only "for- government work. “Some of our symposium panelists
stated that developing-cdountry universities are not, for the

“most part, emphasizing subjects reltated to- public administra-
. tton and financial managemernt. The ‘American Accounting ‘

Associdtion study,u‘ACQOunting'Edus;tion and the Third World,"

stated that government-operated, financial/administrative

* - 'y

) “institutes, which train the majorigy of government accountants,
. tend to emphasize existing practices and methods and neglect
'ﬂ newer and more relevant government administrative developments -

such as budgetary techniques and cash-flow accounting.




Private accounting firms aﬁd‘Comptrollers General cffices_

have recognized the need to provide even the most basic

-accounhting and auditing training to supplement university

- and other institution_programs. College graduates must be

included because universities, particularly public institu-
tions, do not properly train students. ' '
. _ = _ ' :

- In addition, many officials questioned the relevance of -
university training to peblic-sector accounting and auditing.
They claimed that universities do not generally offer training
tailored to public fund management’ because their courses -are
more business-oriented.. Some officials feel that current
training does not place proper emphasiggan cost-benefit analy-
sis for the publie sector. Case studi®s used by .the natio
universty in one country, ‘for example, deal with multinatlonal

. companies and are not relevant to problems affegting‘the pubiic

B

sector. ' _ .

An increase in both the gquantity and quality Qf_accc&nt-
ing and. auditing courses is, therefore, considered important.
‘Accounting courses in training institutions are weak at all
educational levels, and curriculums must be periodically

- updated. nggggsium panelists believed that more specialized

training in aeCounting-and related subjects was needed rather
.than additional training in generalized subjects. -

A high priority need is training in the _operation of, and

~auditing through, electronic data ‘processing systems. In two

countries, for example, equiphent was purchased before people
could be trained to operate it. We believe this is an area
where U.S. businesses (possibly on U.S. Government contracts)

~

 migPt best'Ye able to render ;raining‘assistance.

. According to some of the documents reviewed and offik
¢ials contacted, more training is also needed in the general-
areas of budgeting, taxation, cost-benefit analysis, and
government accounting and auditing. The U.N. publicationj
"Government ‘Accounting in Economic Development Management,"
lists 13 topics which ‘a government accountant training pro-
gram should include. - | -

+

. . .
Training institutions need strengtheniJg
7

o | Assistance is needed to strengthen existing training
\\»institutions and universities. Cooperative efforts are being
' 4 ‘.-' ‘ L
- ' . : o L
Iy \‘,,, (4
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n
made to imp;gve their&programs in acdounting, auditing,.aqg '
related sybjects. As part of this effort, members of inter-

national certifWed public accolnting firms are now beginning
to teach at these facilitigs. , o e

o In spite of the deficiencies in their accounting and Y
. financial management education programs, universities in one
: country are openly hostile to training provided by government
‘agencies and private institutes. Universities have attempted
to absorb the Comptroller General's school in this country
even though they lack the ability to offer this' type and
quality of financial training.” | ;

e,

_ S ‘ {
Experts have suggested creation of government training
centers and international centers to train acéountants -and
. auditors. The latter might be established on a regional or
.« sub-regional basis. In addition, public administration
~ institutes and other specialized training institutes have ~
been used in several countries. Business schools in devel- -~
oping countries can also teach fﬁﬂ!ncial*management and .
accounting skills to government employees, particularly
those with public corporationSjahd.cooperatives that are
‘more business-~oriented. - o ' : =

Coordination of training programs is not effective

The national planning office is oeften responsible for,
coordinating training given by government agencies. In one  °*
country,{ however, they have been so slow.in distributing
training information that. course announcements were often
received after it was too late to send participants. Dupli-
cation of,gove:nméntespoﬁsored courses may be the result of
poor coordination. This particular national planning office
began their coordination efforts about 3 years prior to our
visit in an effort to eliminate course overlap. Their efforts
to- that point had not been completely sucocessful. The prob-
lem in another country is 'the lack of a systematic, central-

. ized program for projecting human resource needs or for-
coordinating training. R S L

Lagk of "cooperation may also be the result of profes-
sional rivalry and jealousy. Instead of pooling the scarce
resources of qualified instructors and up-to-date textbooks,
governmenf agencies, universities, and private institutions
have, in many cases, been wgrking independently. ' )

" AID ASSISTANCE Q

o The AID program in public adminisﬁration and finance has
been declinin§~since the 1960s when its emphasis .was on higher ,
. . & .
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education. In 1973, because of concern over the emphasis of
the AID program, the Congress mandated the Agéncy to refocus
efforts to provide more assistance directly to the poor major-
ity. The Congress stressed that AID should congentrate its
efforts in the three key sectors of food and nutrition, popu-

- lation and health, and edueation and human resources.develop- .
ment.. ’ ‘ : ) : '

Technical assistance plus supporting assistance levels
dropped From $28.3 million in fiscal year 1967 to $14 million
in fiscal.year 1973. = Further, AID had a centralized diwision

~with 22 staff members back-stopping their field program in -

. 1959 (when program activity was still increasing), while in
1979, according to an Agency official, only two permanent
staff members are working on public administration programs
in Washington. The fiscal year 1979 AID request for adminis- -

. trative’'and managerial education was reduced by the Congréss _

-7 from $11.6 million to $9.2 million. A Senate committed recom~

' mended this reductign because they felt AID should reorder its

priorities. to plgéé?mcreuemphasis.on primary edu€ation and

less on higher education.. ' S .

o AID has recently been reconsidering the role-tfiat’

. “improved administration and management should Rlay as gn ' -
integrdl part of the development process. During 1978 con--.
gressional hearings, an AID official testjfied that although
activities to strengthen administrative and managerial capa-

"city in developing countries does not directly affect the '

. poor, and often involves the training of people who do not.

~ come from impoverished backgrounds, they are a critical compo-
- pent of any balanced strategy of economic: development. Pri-

53ry schoad teachers, village-level workers, and sthers work-

ing with theg poor.need-to be backstopped by administrators,
planners, arfd managers who can effectively deal with the prob-
lems ‘and concerns of the poor. Ip 1979, the same official

- stated’ that the Agency's reaction to the congressional man-

date was'almost an over~reaction. Under the atmosphere tHat
prevailed at the time, public administration was squeezed
out. . ' . . f R

Scme AID offigials now believe their initial interpreta-

. . tion of the New Difections mandate was too narrow. They have.
. . to be concerned th their main objective of assisting the ’
.+ . poor -in the most{essential areas. " The Agency is trying to
fdevelop a context in which the poor can prosper to close the
gap between themselves and the richer population. An AID
official added that, on the whole, the Congress understands
this concept and has permitted AID to take a somewhat broader
interpretation of their original directives. During the 1978

_ _ ’ o
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-hearings, for example, one Congressman stated‘thét although
«+-a larger part of the AID education and human resources program
;~-must be- programed to Yeach the poor people in a direct manner,
some higher level educationm assistance is needed to lmprove
the quallty of professional a&mlnlstratlve personnel.
\ TRAINING SPONSORED BY INTERNATIONAL DONORS
‘ITS WEAKNESSES _ A

. Internatlonal organizations and developéﬁ_countrles have

~ provided little trax&gng in financiadl management and program

_evaluation. Some countries, however, have had-problems with
the limited training provided by these donors. Training in-
some of these countries has been at too high a level for local .
employees to comprehend and, in some cases, international .
organizations have sent highly educated experts to teach more
advanced subjects than local needs dictate. Some advisers
‘have used conflicting approaches to the same problem, while
at other times their advice simply did not work. Other adv1—?
sers have ‘provided developing-country governments with A
valuable assistance in. reformxng their national accounting .

E

‘and audlt1ng..\ . _ ’ : .
International assistance organizations often do not
seriously coordinate their actjvities. An official of one
, organization stated that local representatives are not
forced by their headquarters to coordinate and lntegrate
-activities; he feels tHat pressure from the top is needed.
Another official believes recipient governments should be A
more active in coordlnatxng 1nternatlonal assxstance. R
v In the coqntrles we vxsmted, the training offered in.
developed countr:es is not very popular because of
S
~-lack of releVance to developlng countries
sxtuatlons, - .

-

~=-high cost for each person trained (more people
can be trained at home for the same amount of
money), and : - -

~-loss of trained personnel.

Graduate tralnlng given in the Unxted S{ates and in
. other developed countries may not properly‘p§epare forelgn
“ nationals for situations at home. ~Training foreign-nationals
at U.S. educational institutions prepares them for-the U.
" g labor market, not for the conditions and needs:that exist in
~developing countries. Students returning to work for their
governments can become quite frustrated because they often

-
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cannot put modern concepts and theories learned in the ’
Unlted States 1nto practlce. :

Selection of partlcipants to attend these programe'is
another problem associated primarily with overseas training
programs because the most qualified and dedicated partici-

pants are not always chosen. Study trips to the United

States and other developed countries 8re sometimes- prov1ded

to relatives and poli%ical acqualntances. These trips can
become, in effect, little more than extended vacations and
shopping trips for the elite rather than a serious effort

to learn new .ideas that can be applied back home. The o
selection process’ Eor overseas tralnlng must, therefore, be L

handled very carefully.

" Although many off1c1als we contaeted generally belleved
training should be offered at home or in a nearby regional
institution, some believed a limited amount of high-level
training offered in developed countrles is desirable, partic-
ularly as developxng—country financial contro? systems become
more advanced. Top-level managers w1tb sophlstlcated .skills
w1ll be needed then. . .

“BRAIN _DRAIN" e A &

People that do recelve éovernment-sponsored trainigfdg
guite often leawve public service once they are trained< -This.
outflow of skilled.persenngl, known as “brain drain," has ‘
two major components, accofding to the MReport “to the Fourth

"Meeting of- Experts on the United Nations Programme in Public-

Administration and Finance.™ One component is the emigration

" of highly qualified people from developing countries and

includes stydents attending developed-country universities
who  fail to return home upon graduation. The other component
is''the loss of skilled personnel employed by. developing~-

-country governments to the private sector. Though such per-

sons are ill resources available to the country at large,"
their exoduNgfrom the public sector adversely affects the
government's ability to provide needed servicés. The U.N,
report added that the loss of qualified personnel by public
genC1es, particularly at the senior level, is a serious
problem in many countries.
Y

"Brain drain" was descrlbed as a major problem in the :

countries we visited. The latter type, loss of skilléd per- fﬁ

sonnel to .the private sector, was considered more serious.

to be more of a problem in pogQrer countries Skilled: person-

The former type, emigratlon of highly qualijled people, seeme
nel are more -‘anxious to leave these countrl s than those with

- hxgher standards of living. A *



Governments. have' taken some steps to compel employees- to
remain in public service after training and participants are
often required to sign agreements to return to their public
jobs. These agreements, however, are ignored ky many, and
considered by some 0fficials to be unenforceable. In one
country, however, they must be signed by (1) the traihing .
recipient and 82) someone accepting equal responsibility for
noncompliance.’ Because both partres are subject to legal
action by the Government in case of\default, this system’
has been very effective in preventing migration to the pri-
'vate sector. Many government employeds, however, remain
for the term of their agreements and then go to the private
-sector for. higher salaries. Further, sbme students work -
for government agencies while attdpding local universities,
but when (they graduate-.and obtain a sufficient amount of
experienced, they often gravigaté to prixfse—sector jobs.-
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CHAPTER 5 N

-TRAINING IN'FINANCIAL MANAGEMENT

-‘ADDITIONAL EFFORTS NEEDED TO STRENGTHEN | L

e AND PROGRAM EVALUATION - ,'” T

- We found that there is a need to lmprove and expand train-

ipg offered at those. institutions servxng only” host countries

as well as. regional . institutions serving the nationals of sev~ -

-eral -countries. A national training plan is a necessary and
vital part of this effort. Additional assistanéexgill'be
needed by providing more resources and by demonstrating to

high government officials about how improved financial manage-
mént can help save- scarce public funds. .In this vein, the

- U.S. Comptroller General has initiated a fellowship'program
that is enabling developing-country nationals to rece;ve
‘training at the U.S. General Accounting Offlce.

~

TRAINING DEVELOPMENT PLAN

. Before a gevernment upgrades its tralnlng programs, it
-should take.stock of existxng human resources, identify
present training programs, and determine future needs. This
- process should first include preparing a natlcnal inventory
that would list all current training relevant to bath pub11e
and private accountlngx aud1t1ng and other areas related to
financial management. ‘Once an inventory of existing training
- is developed, the government should prepare an inventory of
future -training needs, based on available’ human resources, ”
ant1c1pated future resource requ1rements, and current ongoing
. training programs. This inventory could be used to prepare
~a national plan for upgrading training so that anticipated -
future ‘requirements can be fulfilled. The *plan should include
the role cf 1Fternat10nal donors and farelgn 1nst1tutions.-

N ThlS entire process of developlng a national tralnlng
plan should be done by a centralized government agency having
access to all government offices such as the national plan~
‘ning office. The Office of the Comptroller General. m;ght also’
-be a logical choice because of xts government-wide contact and
its interest in this type of raining. ;
IN-COUNTRY TRAINING AT NATIONAL Y
INSTITUTIONS MUST BE IMPROVED
AND EXPANDED

®

Many officials, both in the countries we visited and -at
- our symposium, believed training should primarily be given

-f ‘
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ln-country on a naticnal basis. ImprovementhQPQear to, be

most urgently needed in the public institutions., . These

. schools are most attractive to people employed in the SN
public-sector as well as those who may eventually work

there- _ . ' *
By concentratxng training at the country level, more
attention could be given to the specxflc needs -and problems

of each country. - It is difficult to consider the developing
countries as a totallty, country-spec1f1c approaches are
needed for almost everythlng that is done. Disparities
between the countries in terms' gf their level of development
are great, including development in terms of financial manage-
ment. It is difficult to generalize in a way that w1ll fit
the extremes of the developing ecuntrles.

The Economic Development Institute of the World Bank,
. as of Novemder 1977, offered two thirds of its courses to
f{//( developing-country officials in-country in cooperation with
national and regional institutions. They place less emphasis
on diregt teaching and more on support of these partner insti-
tutlonsi!!erseas. This includés training. local 1nstructors
that can™do the actual teaching. N

A

REGIONAL TRAINING IS ALSO NEEDED

Training at the reglenal level should also be strength~-
. ened and encouragé&.“ Regional training centers could be
established under the jurisdiction of the United Nations or
other organizations or by a separate reglonal organization
ccmprlsed of the involved governments. . Such training programs
should be more effective and relevant ,to local conditions
because they could cater to specific reglonal requirements.
Regional institutions tailored to fulfill certain specific
" .needs could provide better instruction in more narrow techni-
cal subjects than country-level training institutions which
may have to teach more general sub;ggts. They would also
save time and money compared to sendyng students overseas:
” tokdeveloped countries. ' - |

Such regional centers could also assist in the deve lop-
ment of procedural manuals, accounting concepts, and audit-
ing standards. . These centers might also be an ideal wehicle-
for carrying out research programs on & mutually benaficial
basis, and for sponsoring regional gatherings which provxde
"a good apportunity for the exchange of country. experlences,
practices, and ideas. Students, teachers, and instructi al.
materlals could also be exchanged through these centers
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M;ny panelists attending our symposium believéd that
expanded trainding should be offered primarily through a

" regional center or a network of regxonel centers. Some

panelists added, however, that these institutions often can
only rtrain a relatlvely small number of the skilled personnel
needed Mecayse of the costs involved. These institutions .

_ generally h{ave fxnamzal@ort problems. )
‘ INT,ERNATIONAL DONORS CAN -HE - - L. E

e

- [

%ﬁdxtional exchange programs between 'U.S. and natlonal

lxnstltutlons kn developlng countries could be: promoted.‘
- Sgveral U.S. unlver51t1es have~management éevelopment pro—-'m
'grams de51gned for Thlrd World part1c1pat;gn.,f;s MM

- More technlcal assistance programs are -also needed. Out-
side advisers can provide usefuls information on establishing

new training programs or on implementing ‘moderm accounting and

audltlng principles and practices. - In addition to technical
assistance projects geared exclusively to 1mpro&1ng financial
management, most other major projects can or do ‘include &
financial-management component. Advisers can also teach .
accounting principles which project participants can use in ,
other jobs. For example, a’ World Bank industrial development

- loan_  (to a country other -than the five we visited)} for con-

struction of a cement plant included technical assistance.

the state auditing and accounting enterprise. Improvement

in accRunting and auditing practices was the anticipated major
benefit of this technical-assistance component. In addition
to this type of on-the-job training, many assistance projects
have classrcom training elements where advisers develop train-
ing programs. to prepare part1c1pants for employment

—

GAQC EFFORTS TO HELP DEVELOPING COUNTRIES

IMPROVE THEIR FINANCIAL~MANAGEMENT

-

CAPABILITIES

In October 1978, we announced a program whereby we would
train a certain number of developing=country nationals each
year to help strengthen the1ré§j€anc1al management. The U.S. .
Comptroller General sent ‘lett to the leaders of more than
100 supreme audit institutions around the world, 1nv1t1ng them
to nominate 1ndlvxduals§for fellowships, to work here. 1In
selecting participants, we looked for candidates who have the
capability tp teach fellow workers when they return home.
Sponsoring countries are expected to pay travel and subsis-
tence expenses, with the United: States picking up the cost of
training. . We' will assist the sponsoring countries in obtalnlng
ava}lable assstance from other U. S. agencies.

.- T
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- 8ix developing country ‘nationals are participating in A
' this program in 1979, Their stay here will" last from 6 months
" , to 1 year. This will be an ongoing program. ' to
L . Several panelists at our symposium agreed there was
definitely a role for the General Accounting Office to play’
in the process of imprcviﬁq developing countries' administra-
tion ard financial management._  In addition to the progra

- described above, the panelists’ thought we might send some of

-

.. .  our-own people to developing countr@ek as advisers and .
o teachers. : . Ce T : . '
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o % " SCOPE OF OUR REVIEH.' N

P " Our objectxve was to 1dent1fy the  causes of 1nadequac1es
~ . in the deveIOplng countriés'. ability\to es ablish sound finan-
CL T elal management in the public seqtor. We believed an inven-
- tory of training being provided ‘to nationals of countries.
“'recexv1ng development assistance was,K needed lnxﬁially ta
assess such training in developxng countrles. We sought this
- data at the headquarters of major donhors--such as AID--at
. . _-varxbus organlzat1ons and 1nternat10nal flnancxal 1nst1tu~
o | txons. . . - .

, We quxckly reallzed what an almos impossible task we
., had undertaken. Although we accumulated much valuaple
o ~1nformat10n, we found there was no central data hase 1n--
'~ any of the ordanxzatxons to supply the information we were
- v geeking.” Further, we found evidence that a great deal of
‘training may. be provided by . 1nternat10nal organizations -
under ‘project agsistance that cannot be xdentxfxed w;thout
_a detaxled pro;ect—by projegt search. -‘Q,

. Faged with these and other prcblems, we decxded to
45w1tch our approach to the country level, working :back to”
~ the financial-assistance sourcé.  We chose Latln America
. because we were somewhat familiar with the growing aware--
- ness of- (1) the need for improving gevernmental accounting.
' * and- control over available resources and. (2) the efforts.
~. of the Latin/American Ipstitute- af Auditing Sciences and
oOthers to hélp themselves. We visited fivelcountries,'
. including some of ‘the more develop¢d and some of the lesser
. developed. ‘We then expanded the ope. of our work to anlude
- .. an identification Of some of th& major knesses in both .
> . financial managemeﬁt and tralnzng prcvxded by developing
' . gountries.. This was a review not only of U.S. assistance
- activities but of allgg;agrams designed to provide the
developing countries we visited with indigenous financial
o - and managemgnt expertise., Our review was planned and exe-
“ ' c¢uted as a case study and included the public—sector need
“for traxnea’manpcwer. : . - R

ot

We met wi h officials of counterpatt ageneieshnthe

0ff1ce of the.Comptroller General (or the Court of Accnuhts)~~ .

o in each vountry we visited. We also -met with Qffictals of
' Ministries of Finance ‘and .Education and other government

" officess international and regional organjzations, including.
o the United Nations Developﬂent Program, the Wcrla ank; the
"+ . . Inter-American Development Bank, and the Organizat on bf

o : .
Y 7> Tt R
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American_States,*the U.S. Embassy; AID missions, where one

existed; and emBassies of other countries, particularly

- the Federal Republic of Germany o We also talked with offi~
cials from universities, pyivate accounting firms, and

other busxnesses. In the United States, we met with offi-

cials of- the World Bank, the Inter-American Development

- Bank, AID in yashsngten, and the United Nations and the . =
Unlted Natlons De elopment Prcgram 1n New York. ﬁ

" We also held a symposium on the need to improve flnan—
&ial management and the whole spectrum of public administra--
tion,in developing-~country governments. The role of training
in this process was also addressed. The panel .for this sym-
posium was comprised of 14° experts from academia, business,
government, and international érganlzatlons. We also invited.
interested observers who contriButed to the discussion. .Com-
- ments from the symposium are 1nterspersed throughout thls
report, and a. summary of -the major points of discussion is -
‘xncluded as appendxx I. :

We did not obtajin written agepcy cemments on this %epert
byt did ‘discuss it w1th AID offici&ls associated w1 h. the ‘
programs discussed.’ They were generally receptive to dur-
approach. _ , M~
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SUMMARY OF TOPICS-nxscuggzn BY PANELISTS
« AT GAO®S FEBRUARY 8, 1979, SYMPOSIUM . |
-ON FINANCIAL MANAGEMENT AND BUBLIC. ADMINISTRATION R
TRAINING FQR:DEVELOPING COUNTRIES 5

The General Accountlng Offxce held a symposxum on

February.8, 1979, to discuss financial management and publxc o
uadmxnlstratxon capabilities of developxng-country governmenfs, -

as, well as ttaxnlng and other efforts needed to improve those

‘ capabllltxes. The panel was comprised of 14 experts from

acadenia, bu51ness, government and. 1nternat10nal organizations. -

-.(See p. 39 for a list of panelists.) Observers from the above -

organizations, in addition to a GAO contingent headed by the’
Comptroller General of the United States, also attended the'

sympcs:um.

, The panelléts reached a consensus ontthe followlng major
1ssues. . .
- --Develapxng countrxes need to further develop- Lt

pubimc admlnxstratlon and flnanc1al\management
in the public sector in ‘all regions of the world..
‘Most’ governments of these countries, however,
accord pubch ‘administration and financial man- . .
agement a very low priority in terms reform,” . <
training, and funding in general. Thd’symposium’ - o
panelists agreed that upgrading these areas must 4
be made a high- prlorxty if develepment is - ta be ' *
‘succesgsful. . ‘ _ :

»

-~AID and other donor organlzatlcns have cut back

B administration and financial management train<

ing programs as a result of New Dlrectzons man—'

Y dates and leglsiaticn. | ':M_ B -
--This change in emph351s of U.S. assxstance, how- - 'l\d
- ever, does not dlmxnxsh the need for additional , ,
e tralnlng. S : e, , N - .,§ :

-—Traxn;ng programs should 'be offered primarily .-

‘through regional and national centers and insti- ; R

. tutions rather ‘than in technolog;eal ﬁ,advanced N

ccuntrxes. g : ‘ o
"~-Additxenal forelgn a331stance w;ll be needed to .
"~ help the less develdped countries improve their

‘financial management and public admxnlstratxon.‘. o -

Both developing countries and donor organizations -

must make additional individual and cooperative =~ - ¢ .

L, efforts and commitments to accomplxsh thls task. B

. . & .o,
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A summary of statements made by the particxpents supportlng

each of the consensus issues follows.

NEED TO FURTHER nsvs.(LQp FINANCIAL L | o
MANAGEMENT AND PUBLTC ADMINISTRATION /

v

'p‘

Developmng country governments, ln most cases, don't

understand the benefits to be derived from proper account= -

‘“

ability of funds and of program and project evaluation that
‘would enable them to (1) plan more effectively or (2) amend
or cancel pre;écts providing insufficient benefit. Further,
governments often fail to identify their needs in these
crucial areas. For the most part, governments, universities,
and professxonal groups in developing countries. have given
little attention to traznlng flnanc1al managers and admxnxs—
trators. y :

One reason for this lack of attentxon is tnat accounts~
ing as part of a management xnformatxon and control system is’
l?;gely unrecognized. This is partially due to former colo-
nial practices which overlooked the need for measuring cost
and benefits, and for fulfilling other management requests.
Financial management and administration do not touch people
as directly as health care and other sgrvices which are needed
xmmedxately, and thus attract llttle attentzon when not. per-
formed well. : . x

Officials- at various governmental levels are not aware
of what good financial management and accounting can do for
them. The symposium panelists thought finance officers and
accouwntants were somewhat to blame for this lack of Aawareness.
The fdilure of most accountants to publicize either the value
or requisites of modern financial management and accounting
have contributed to their low status in developing countries.
Developing countries need to improve ,the status of accountants
and auditors in order to attract and retain more quallfzed
people. Throughout most of the developing world there are -
only‘a few ceuntfles in which accauntxng is a respecteﬁ ‘
prefessxon. . . .

Panelists agreed, hed/eer, that the princxpal problem
15 the geneéral lack of understanding about what financial -
management really involves. Unless the value of effectxve
public administration to the economy and to the society is

‘realized, the measures necessary to achieve improved finan-—

¢ial and admxnistratxve management will not be - eupported.“

'S

" Quite often, government leaéers sxmply do not consider
the relationship between,sound management principles and

practxces and the program goals. Thxsjzs partially true

2 45
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because many of these officials do not’ possess effective
skills for judging and measurxng program performance. The
work and ;Se administrative structure both need to be evalu-
ated.  Leaders focus primarily on the technical aspects and

-the physzcal progrgss of the ‘work. They may be experts in

specific fields--haalth care, education, and agriculture--
but their concepts. of good admlnxstratlon are generally

eytremely poor.

Unfortunately, it is very difficult in many countries
to find persons who are interested and intensely motivated
toward improving the managerial aspeét of government activi-
ties. Peopleé generally perform in accordance with what is
familiar and traditionally acceptable. <The importance ‘of
flnanczal management, however, is not a part of the value
system in most low-income countries. As a conseqguence,
developing-country officials dlsregard management--flnanclal
or administrative--and may act in ways that make effectlve
management 1mpossxble.‘c

i

Inadeguate'fxnanCLal information
) , . ‘..

Developing countries, in most cases, have not developed
and installed accounting systems which can produce tlmely
financial inforkation needed to serve as the basis for goveﬁﬁ
ment management decisions. In some cases, program budgets
have bgen designed but have not been effectively implemented
because governments lack Both competent staff and adequate

‘financial data to plug 1nto.the1r budgets. .Indeed one of the

most striking deficiencies of. the period from the early 1960s
to the present has been the 1nauguration cf some type of pro-
gram budgeting system in most developing coun?rles without
the requisite aceounting data. ~ '

i SN

EFFECT OF NEW DIBECTIONS'LEGISLATION

AID panelists were asked to descqxbe how the Congress'

. New Directions mandate has affected efforts to imprdVe manage-

ment and financial admxnlstratlon and its implications for
the future. They stated that in the 1950s through the mid-
1960s, public administration was well defined as ,an identifi-
able sector within the AID crganizatxan., In the late 1960s
and early 1970s, however, under the pressure of fund. reduc-
txon, resodrces for this actxvxty were substantlally reduced.
Flnally, in 1973, the New Directions legxslatxon directed AID

to focus its attentions to programs that would provide more
‘benefit to the.poor, majorlty.“ ) (d
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AID 1nte:pretatlon of the leglslatxce~/

W

The‘AID reaction was almost an over-reac¢tion, taking very :

lzterally the notion that programs should be aimed directly at
the poor. There was a lot of internal debate on these issues,

'but«AID officials believed it was imperative to convince the

Congress they were taking this mandate seriously and, there=~
fore they preferred to forus on actxvxties that would reach
:the poor -in each country. & :

In the course of that endeavor and the narrowing of the
variety of activities AID chose to fund, public administra- ~
tion activities,and staff were cut back. The legislation -
under the general education heading does include language
which refers to public administration as one .important part
of development. The legislation made clear, however, that
the intent of the Congress was to see that U. S..assxstance,
would be focused on the poerest segment of each scc1ety.

L]

seEbn FOR ADDITIONAL TRAINING o s

Additional efﬁorts and commxtments are needed both by

_ the developing countries and donor prganizations to?imprcve

administration "and -financial. management. .The panelists
‘belxeved that emphasis on training is approprxate because

training has a lasting impact which some "instant gg§ " seem .
to lack. Even when other things are impossible an
ment may not be attuned to this area, some trainlng é¢an be

promoted. However, training programs are long term by nature.

Providing additional and improved training is not the only

~step necessary to improve these capabilities..

_ The panelists belxeved that the 1nternational donor
organizatijpns dog not have big programs in this field par-,
tially because of lack of developing country interest and
partialdy because of lack of donor country and organization
"interest in fqndmng such programs. They have never been able
to assemble sufficient resources to bear upon these questions
of adminhistrative dévelopment. Some: panelists thought that
the amount of technical assistance- p%avided in relation to
the problem has been minuscule. To hope that present defi-
ciencies can be solved-with this limlted 1nput is unreellstic.

More specxalxze@ftraxnxng needed

Paneligats believe too much: emphasis has been placed on
general traihing. For example, when a group is brought

. together for a few weeks to talk about various aspects of

financial management, the more technxcal, basic trainxng
34

7f‘f' - '_44;,f.

he govern- -



APPERDIX I - o APPENDIX I

V4 - . [

is sometimes missed. To teach accountlng effectively, a good
basic education in accounting is needed first™\ This element
. has ‘been a missing basic factor in many countridg More .
emphagis should be placed on developing financia
angd. accountlng .specialists and less on develeplng
are only generallsts. Needed particularly is more
training in accounting, financial and operational
.computer operations, and cost- benefit analy51s.,

L]

in-depth
uditing,

Panellsts also believe that training in financial manage-
ment and admihistration should be closely related to each
employee's current 9031t10n. Many panellsts believed this
training should be given to employees in sectors such as food
disiribution, housing, health, and other ,areas so that good
-+~ public administration and financial management practices could
A be .applied more directly to development programs and projects.

Emphasis .on those training programs divorced from the day—-to-
day missions of the involved agencxee and mlnlstrles,,for exam-
ple, are of little value. 1It‘is relatively simple; however,
Eor lending institutions and other donors to include manage-
pt projéct components for training in the 1nst1tut10ns they
deal with. TN .
a

Reglonal versus natlonal traxnlng centers

. Many panellsts thoﬁght that expanded tralnlng shguld be
offered  primarily through regiocnal centers. Others believe
training should be concentrated at the country level to give
Yt ‘more attention to the specific needs and problems of each

' country™ Regional institutions, however, can provide better
"instruction on specialized subjects. than national institu-
tions which may be forced to offer a large number of courses
on more generaljized subjects. Both types of 'training insti-
tutions are needed. The symposium panelists did. believe, N
however, that developing-country nationals should, for the
most part, be trained at national and reglenal institutions
rather than in develeped countrles.

Reglonal institutions can be valuable. Because _of the
costs invelveé however, these 1nst1tut10ns often can only "
traigdf relatlvely smell number of the skilled personnel
need These  institutions generally have financial support
problems. Sometimes internatiopal organizations may also
initiate these institutions; however, there may not be any
other party ready to provide funding once the international
organizations resources are withdrawn. In addition, before

/. new training institutions-are started, it should be deter-
mined if it would be more cost effective to strengthen an
‘existing institution or system.

i 35
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A few panelists believe regional institutions will anly
address some problems. They contended that we must have '
country-specific approaches to training needs. Disparties
‘are great betweéen countries in terms of development levels,
including devélopment in terms of_ financial management.
 These panelists maintained that it is impossible td generalize
in a way that will fit both extremes.
Seizing the "moment of opportunity® - c
. : . - 4

_ Some panelists stated that foreign assistance can and
should be channeled to persons or organizations in each coun-
_try who can make the best use-©f it. In this way countries
" can be helped when in a position to utilize that help. If,
on the other hand, the favorable climate for action disappears

en the government changes, assistance can be withdrawn.
When there is an ab111ty to provide and withdraw assistance
at short notice it is possible to provide incentives to govern~
ments to overcome their lack of commitment to 1mgrov1ng finan-
cial management ‘and public admlnlstratLOn. o :

The unxversxtles'

. \ L

- Developlng countr universities are, for’'the most part,
not giving much atten‘{en to public administration and finan-
c1al management subjects, according to some panelists. Some
dchools or institutes offer a capable vehicle for innovation,
but many of the best tralnlng institutions have been estab-
lished separate from unlver31t}e .~ This is a‘'discouraging
~p1cture. The question is how to organize and finance profes-
sional training and educational programs within universities
that have enough independence and continuity to survive changes
- in university leadershlp and sh1ft1ng polltlcal winds w1th1n
ﬂthe countrle% :

The frequent leadership turnover Of the ‘heads of the .
training institutions is an acute problem. Once these people
have demonstrated competence, a government agency or private
enterprise may lure them away. The. institutions, therefore,
lose the ability and experience of these people. :

Other approaches " - | . :

T

Other approaches to training developing-country personnel
in these fields were also discussed, and the need to develop.
better communicatidm between donor organizations so that
scarce resourdes can be more effjciently utilized was men-'"
tioned. Panelists also genenall dvocated periodic meetings

LY
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of donor and developlng coungry of51C1als tq.dlscuss thelr
, programs, problems, and need§

-

WHAT INTERNATIONAL DONOR ORGANIZATIONS o
SHOULD<BE DOING : :

Some panellsts placed part of the blame for the shortage
- in training on donor countries and organlzatxons. They believe’
that these groups could do more, both -through increased, .
professionally‘qualified and competent technical assistance
programs and through larger contributions of unencumbered
resourcesy Program activities are needed at ‘both organiza-
~tiaons' headquarters and through in-country projects. Both
donors and recipient governments, however, need to make a .
&dommithent- to change ln8ffECt1VE practices and jimprove train- -~
‘ing programs. . . .
Only proven methods and techniques should be followed
because more is needed than just additional resources.  Inter-
national donors should assure unitfoxgity in approaches by
coordinating efforts through common ot tation, curricular
- guidelines and texts, and professional standards. The need
for better trained and indoctrinated advisors hired by inter-
‘national organizations cofitinues. to be a problem. ‘Obviously
" they should be qualified according to the standards of their
‘profe551on. International donars should " also instill prxde :
of accomplishment and instlﬁutxonal loyalty in tne developxng—
. country naé&onals they are deallng with. . .

L

$

Panellste expnessed the hOpe that multxlateral and
bilateral assistance agencies would pool more of their initia-
tives because closer coordination could brlng everyone a bet-~
ter return on their investment. One idea is to establish a
forum within which the develcoping countries and the donors .
can be brought together--if not frequently, at least every .
few years or so--to possibly reach agreement on a format to
enable working together more effectively.

The panelists stated there was a role for GAO to play ., 5"'

in the process of improving developing country administration:
and financial management. They believed the step the Comp-.
troller General took to invite people from developing counw
tries to spend a year or so-working at GAO was a good
precedent. They suggested that, in addition to bringing
‘developing-country auditors to the United States, GAC might
send some of its own people to these countries as advisors

- and teachers. GAO would need to select individuals who can

~ .adept to the conditions of the countries. in, which they would

.~ be working. Whatever the role, there is so much that needs
to be done that every organization interested can, and should,
be: part of this process. ‘




‘. instant cure measures. This training, however;
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GENERAL CONSENSUS

- The panelxsts reached a general consensus that there is
a continuing and urgent need to further develop public' admin-
istration and financial-management in the public sector
throughout thé developing world. Important steps have beenh
- taken to didentify the deficiencies in public administration
and financial management, and the time has come to increase
collaborative efforts to maximiZe the scarce resources cur-
rently available for technical assistance and institution
building in this field. Panelists thought this symposium

started a useful dialogue. They urged that the dia- .

continued and expanded to xnclude representatives- o
f regional and national tralnxng 1nst1tutlons from the
vdeveloplng world. '

-
. -

- The panelists also recommended that future training in
this field should be concentrated at the regional and national
levels. Such tralnlng should concentrate on the specialized
and advanced‘skxlls which are in short supply in this fleld.

Training is long-term by nature and more endurlng thanf/
must go hand-in- .
hand with national government willingness to e the required
reforms in administrative and financial managfment practice.
LImprovements in public adm1nistfat10n and fY¥ ancial management
should be geared toward ensuring that resources commltted to
the poor majority reach the intended recipients more effi-
Cliently and are not wasted or lost. - Linking administrative
and management 1mprovements to a more efficient operation of
the development process may interest developing countries and
other parties who previocusly saw little if any need to streng—
‘then these capabilities. - .
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