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| ORGANIZATION, VENUE AND A'ITENDANCE

1. The Public Administration, Human Rescurces and Social Development Division of
the United Nations Economic Commission for Africa (UNECA) organized, in'collaboration
~ with the National institute of Public Administration (NIPA) in Lusaka {(Zambia), a national
training workshop on senior financial management in'the public sector for senior public
~ financial management officials of the Govemnment of the Republic of Zambia. ' The

workshop was held at NIPA in Lusaka’(Zambia) from 22 to 26 March 1993 and it was
_ attended by fourteen officials. The list of participants is shown in Annex i to this report.

! OBJECTIVE AND PROGRAMME OF THE WORKSHOP

2. Financial management in the public sector is a continuous ‘process of related
operations which contributes. to necessary management decisions. |t is the political
process of mobilizing, allocating and controlling public financial resources for socio-
“economic development. In Africa countries, the management of these processes has
been mixed. For example, the determination of programme priorities in public expenditure
- programming has been done not in accordance with development objectives thus giving
rise to inefficient allocation of public financial resources among “competing sectors.
Financial reporting needed for the flow of management informaticn to policy makers and
for the provision of timely data on government finances has been weak; skills needed for
the efficient management of public financial resources have been inadequate. "

3. To address the above issues, the main focus of the workshop was, however, on
- two areas of public financial management: expenditure programming (allocation) and
expenditure control. ‘The aim of the workshop in these areas was 1o assist in upgrading
the skills of the participants needed for the better understanding and appreciation of the
emerging practices in public expenditure programming and government financial control.

4, The prog[arhme qf‘thé workslj'bh covered grouﬁ work for two case studies, *hands
on" experience in the use of micro-computers and the discussion of the following topics:

i . Nétdréi?}rid écbpe of p‘dtﬁlié invé_stment decis_ioh's; o
i Financial Planning: Aillré)cat'i'tin of public financial resourééé .t:hro.ugh
budgeting; ' ' ' ' o o
i Sources and structure of government expenditure;
iv. Nature and scope of public financial nianagem'ent'; S
v - The yée of computers in pubiic financial management; =
vi | | Prqect management experience in the Govemnment of the Republic of

Zambia.




Il OFFICIAL OPENING

5. The workshop was offrcralty opened by Mr. LT Amulomba Actrng Head of the
Accountancy Training Department, NIPA, Lusaka (Zambia). In his brief opening
statement, Mr. Amulomba welcomed the participants and urged them o participate
. actively in the workshop. Mr. Amulomba, in concluding his statement, thanked UNECA
for its support in the building of the trarnmg capability of NIPA in the area of public
financial management. _

v SUMMARIES OF TOPICS DISCUSSED
A .Nature_,a'nd Scope of Pubtic'; 'Invest'rr_t'ent o

6. Scarce resources are used not only to produce consumptiori goods such as food
and ctothtng but also to maintain, improve, reproduce and multiply so that greater
quantities of consumptron goods can be produced in' the future. This phenomenon of
_ allocating presentr real resources (tand, labour, ‘capital, material) to future production and
consumption is the essence of the process of investment. Investment consists not only
of improving and adding to buildings, machinery and stocks of materials for production
{physical capital) but also through education and training, of improving the quality of
people (human caprtal)

7. Investment can be pnvate (frrms) and publlc (government) “Firms invest (that is,

- create capital because they expect to earn profits. They anticipate that newly created

capital will yield a series of returns during its life time which will exceed the costs incurred
for its purchase and maintenance.. Thefirm undertaking investment will estimate the net

_additional profits to be derived from the increased output and these expected net annual
receipts can then be expressed in the. form of a percentage yield in the. productivity of
capital or Public investment in the form of expanding a nation's capital, both physical and
human. This is viewed as the primary strategy. for ‘promoting social and economic
development. In order to devote the nécessary resources to expand the stock of physicat
and human capital, domestic savings (individual, corporate and public) have to be
increased to finance public and pnvate investment.

8. nvestment, public and pnvate results in :ncreasrng national income. As a result
of this increase in the national income, further investment decisions may be made
resuiting in reduced un-employment and consequently an increase in output from
increased production.

9. Although investment is recogn!sed as a factor in economic growth and
development, there is much dispute as to the way in which the two are linked. While it
is true that no nation has achieved a very tast grcwth rate wrthout a high rate of




investment, there are several examples of nations which have invested heavily and failed
to achieve high growth rates. These are nations which have invested in sectors which
do not have direct influence on productive efficiency. In assessing the likely effects of
investment on economic growth and development, one must look at the type of
investment and ihe sectoral investment. The extent to Wthh new capital is used
efficiently is also an important consideration. - S

10." Inthe past, the technique for allocating public resources for investment was seen
to be best achieved through central planning, comprehensive planning, indicative planning
and planning inspired by external assistance agencies. in the 1970s and early 1980s, the
limitation of planning became obvious.  Many African countries realized that
comprehensive planning could not assist them in'transforming their economies.

“11: - There has now been a shift in the p'ractic':e method and philosophy of planning
' _‘taward short term, rolhng (mvestment) plannlng and public mvestment programmlng

12.  Thecurrent trend now in planning investment is on public mvestment programming
(PIP} which focuses on two elements: macro-economic framework of policies to spur
economic growth and elicit desired behaviour from both public and private entities and a
" public sector mvestment programme which allocates scarce resources to hlgh priority
pubhc needs, . . o

13. In order to make a viable investment decision, the whole of the project
*“development -cycle has got to be taken into consideration as 'we!t as the sectoral criteria.

14.  Projects grow out of problem of opportunitles A project is born when someone
reacts to the level.of frustration surrounding a problem or someone sees an opportunity
to move into a new venture.© When a decision is made to do somethlng, about the
problem or-opportunity, a-project exists. A project is: (i) an activity in a specific location
such as a eonstruction of a training centre at a place; (i) a set of inter-related activities
taking place in a specific location; (iii). a set of interrelated activities taking place in varied
locations.. The essentlal criterion of a prolect is:that it always has a clear beglnnlng and
-an end o :

-“1 The project develepment cycle comprlses

- the pre mvestment '
- the investment and the operatlona! phases

" Each'of these three major phases is divided into stages, some of which constitute
important activities. The pre-investment phase comprises the following stages: =




- the. :dentmcatlon of investment opportumtnes
- 'the prellmmary pro1ect selecﬂon and defmutaon (pre feasublllty studles)

. ‘ the pro;ect formulatlon or feasubllity studies;
- the final evaluation and investment decision;

o= = -support and functional studying are also part of the prbject-formu!ation
. stage. These stages assist in. making investment decision.

16.  The priority to be given to sectors such as education or health relative to industry
or agriculture in public investment entails political choices. Most governments in African
_countries are organized into sectoral ministries such-as ministries. of health, education,
transport and communication, industry, trade etc. but the precise dernarcation of sectoral
boundaries varies from country to country. To be able to determine the amount of
allocation to be made to one secior relative to another sector, sector anain|s will be
required. - - :

17.  An importan't contribuﬁon of sector analyéis- is to determine the impact ofa sector
on the deveiopment of other sectors. While sector analysis will be focussed on a sector,
it is necessary that the analysis is done in coordination with analysis of other sectors.

'B-  Financial Planning': Allocation of Pﬁb!ic Financial Resources through
Budgeting

18. 'r'he.-go{/ernment budget is the principal administrative instrument through which
public investment programmes are transformed into tangible achievements. The links
between the budget and the investment plan, therefore, should be strengthened.

19.° A government budget has two main purpeses: to serve as the major tool of
executive management and legislative control and to reveal information for significant
economic analysis and at the same time to provide the framework for a policy of stability
and development. To achieve these purposes, the budget should be comprehensive: all
receipts and expenditures resulting from- government activities should be included in the
general budget; all special accounts including earmarked revenues should be shown as
an mtegral part of the general budget and ali pubslc undertakings should genera!ly be
included in the budget. , . ‘ _ :

. 20.-. . For making resource allocation debision, the budget format used is crucial. Atthe
turn of the 20th century, when the budget idea took hold, achieving a single document
listing a government's estimated annual expenditures and revenues was regarded as a




major accomplishment, and, given the historical background it was. . In the decades
since, budgeting theory and practice have been elaborated, with. much energy devoted
to experimentation with formats and their supporting procedures and ana!ytrcai
technigques. :

Government Budget Formats
21.  There are currently five budget format types:

Line-ltem Budgetmg (L.IB), also known as tradmonal budgeting.
Performance Budgeting (PerB).

Programme Budgeting (ProB).
Plannmg/Programmmg/Budgetmg System (PPBS)

Zero- Based Budgetmg (£BB).

- L] * * ]

These formats are not neutrai in their effects on resource allocation decrsrons Thus each
is thought to reflect, or produce, a unique ethos, or polrcy bearing. Table | shows "An
Analysis of Budget Formats." ‘As noted, each format is drstmguushed by reference to a
different array of supporting procedures and/or techniques.

22, Table | also classifies each format by a basic question. People think about what
is put before them. Different formats encourage dlfferent questrons and are thought to -
produce different answers by po!rcymakers ' .

23, It should be noted that the ZBB approach is hardest to classrfy because its
recommended procedures can be used to explore public goals, as well as work loads.

However, by all reports, ZBB practitioners seem to pour their energy into the description
of programme structures (demsron packages) and into work load justifications useful in
assigning ranking prlontres In addition, the "less," "same, " ‘more" structure of the.
decision packages tends to concentrate attention on the :ssues of margmal eﬁfcrency'_
within a programme a characteristic of PerB : '

24,  Classification of budgst items is. a necessary tool for linking the budget and the
investment plan. The budget can be. classified according to organization, objects of
expenditure, functions or programmes and economic. Object classifications have proved,
however, inadequate since they yielded no information on the ob;ectlves of an:
expenditure such as providing irrigation to a specified area. As a result of this deficiency,
alternative budget classifications have been developed which divide govemment recelpts
and expendrtures info functions, programmes and economic categorres '

25. The above mentioned budget classifications are improvements over tradlt;onaﬂ
practices. However ‘budget classifications should be used to meet the basic requirement




of rmaking it possible. to track the public investment pregramme. through line items of -

budget appropriation and expenditure. This is seldom achieved:: Classifications should,
therefore, be frequently reassessed or updated ic reflect the changing tasks of
government.

Table |
AN ANALYSIS OF BUDGET FORMAT
: The
Format Characteristic Question : Orlentation . Griterion
L ¢ Expenditures and revenues are related o commodities What is to be Control ‘Eeconomy
‘bought? ‘
PerB 4 Expendifures and revenues related to work loads What is fo be Management Efficiency
¢ Elaborate array of arganizational cosls centers dona?
4 Unil costs display
ProB ¢ Expenditures and revenues refated to public goals What is fo be Planning Effectivanass’
+- Transorganizational-cost cenléers - . ' achievad? : o :
PPBS + Expenditures and revenues related 1o public gr)als and What is to be * Planning Effecliveness.
henefits : achieved? . .
¢ Transorganizational cost coniors ) '
4 Analysis of alternatives
+ Muitiyear projections
° ZBB - 4 Expendilures and revenues related to viork loads What is to be - 'Managérﬁent ‘Efficiency .
4 Elaborate aray of nohorganizational cost cenlers done?
+ Alternative service and financing proposals
¢ Ranking procedures

C Sources and Structure of Gepve;rnimgnt Expenditure

26.  Definitions of public expenditure and its division between federal and state and
local governments may vary greatly from one country to another and even vary from time.

Public expenditure can, therefore, be defined widely or narrowly depending par’dy upon

the purpose of study.

27. Government expendtture in African countries has accounted for a rising proportion’

of the national income. The consequences of a fiscal expansion of government would
appear to call for a measure. of the budget deficit or surplus. Measuréement of total
government spending is required inorder to examine such issues as how the division of
output between public and private goods affects economic growth. Public expenditure
consists of expenses on items of economic character and expenses on types of services
provided or financed by government,

28.  Public ekpenditure (consumption) expreééed as a ratio to gross national product

(GNP) is used to demonstrate the size and growth of public spending. Compared with

o




experience of industrial nations, according to recent studies, governments in African
countries are consuming much higher fractions of GDP at their-stage of development.
“No hard and fast rules can be laid down regarding the desirable magnitude and rate of
growth of public expenditure, as much depends on therinstitutional factors and the timing.
However, it can be accepted that public expenditure cannot indefinitely. grow. at an
accelerating rate, since public expenditure has to be financed from the available financial
resources. Another measure of the growth rate of public expenditure in relative terms is
the elasticity, the percentage change of public expenditure with respect to 1 percent
change of gross domestic product (GDP). An elasticity larger than unity means public
expenditure is growing faster than, GDP, which means that the tax payers burden is
increasing over time.

29. Public expenditure is commonly classified by its economic characteristics and by

"the function or purpose to which it is made. The important economic distinction is
between current and capital expenditure. The former includes expenditure on goods and
services, interest payments, subsidies and other current transfer. In terms of functional
categories, public expenditure figures cover services such as education, health, housing
and comimunity amenities together with social security and welfare economic services and
miscellaneous.

30. The growth of public expenditure in general has been due to interrelated factors
among which are political, economic and socio-demographic factors. For instance, it has
been found that rapid population growth and subsequently demography transitions may
account for a significant amount of the increase in government spending, especially for
health and education services.

31. There does not seem to be a strong relationship between the expansion of
government spending and socio-economic development. !t could be said, however, that
government spending, particularly investment, may provide goods that enter directly into
private sector production; government spending may also indirectly influence the
efficiency of private sector aliocation of inputs. If public and private capital formation are
truly complementary, government projects may stimulate entrepreneurs and enhance
private investment and growth. '

D  Nature and Scope of Public Financial Management

32,  Financial management in government emerges from policy decigions which involve
a whole series of policy options or alternatives. The strategic issue in public financial
management is how a government may use the information generated from its budgeting
and accounting systems to achieve efficient use of resources.




33, Public financial management function can-be said- to incorporate appropriate
' programming, budgeting, accounting and reporting practices. Besides providing the basis
- for accountability, it gives opportunity to evaluate how well and how sufficiently operating
: management has carried out its assngned respons:bthtles Dlagrammatncally, this function
is |ilustrated below . : . .
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Source: UN: A Manual for Programme and Performance Budgeting

34.  Planning ahead is an important issue in public financial planning and t;his consists
of the preparation of the annual investment and current budget. In whatever way plans
and budgets are planned, a critical step is the development of estimates in order to

determine the funds which will be available.
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35. The approval of the investment plan and the budget does not end public financial
management, the next issue is the implementation of the budget which focuses on the
major levers which control the budget in action: the allotment process; transfer of funds,
the use of supplementary and emergency appropriations; cash management, resource
and supply management; and other control mechanisms.

36. These levers concern the central budget offices, operating agencies and the
legisiatures in budget implementation. The central budget office uses for control and
monitoring of public resources, the allotment process, expenditure ceiling, encumbering
appropriations, setting aside reserves for emergencies, impounding funds, delaying of
expenditure, retaining flexibility through virement, and clamping down on year-end
spendmg sprees.

37. There are iwo forms of budget monitoring: monitoring of cash flow in and out of
the consolidated funds and monitoring of ministries’ revenues and expenditure on the
basis of returns from the line ministries. .

38. Effective pubiic financial management especially in the area of control requires
adequate financial information or reporting. In many African countries, financial reporting
systems are inadequate for management purposes because they fail to provide policy
makers with felevant information on a timely and regular basis. In this regard, technical
and admmlstratwe procedures are needed to provide timely data on government finances.

39, There are three basic types of financial reporting in government based on the
purpose the reported data are to serve:

- Reporting for accountability;
- Reporting for internal departmental control and reporting for central financial
and economic management
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Types of ﬂnancial repnﬂing purposss, content, and timlng

Purposos s Content ' SRS " Timing
t. Accountability _ . Provide assurance fo 1eglsla§ive boty that Recording of governmenl‘traneaeliens ' Statutory timalable dictates timing
expenditures  ‘and ~ recelpls conform to [ for publication “in the” annual |-
statutory authorizations {budgetary | government accounis. External
appropriations) and financial regulations. auditor cerifies annual - accourts

showing disposition of budgeted funds
and reporis- on the results of his y

exarnination
2. Departmental _ - Enable depadments to monilor the Stalemnle_shewing allocations and | Prompiness in repoiting is of first
controls } implementation of budgetary appropriations | relevant - expenditure/receipts to be | importance, but actual rather than

and suballocations lo agencies and cost | provided .at perisdic intervals, | estimated resulis are required for this
centers. Provide basis for management | according lo the nature of the aclivity, | purpese. o
decisions and audit of the activities. - |"Reporls  compiled from central | © - -
) : : -accounting system or from
" departmental accounts; depending on
-the degree of centrafization. -~

3. Central financial Enable policymakers at central level to' | Summarized _slatemerite “showlng | For Ihis purpose promptness in reporiing
and aconomic : monitor overall fiscal developments as the |- actual revenue and receipts together |- must rake precedence ‘aver naed for
managemsnt year .proceeds and. take approptiste |- with surplus/deficit financing provided _eompIefe accuracy. Substantial degreo

-meastifes to cotrect deviations from the | from central accoinling - system, | of “estimaton ‘mey be required
| intended pattern of expenditure, Tevenue; | uswally on-monthly cumulative basis | . accounting system .cannat provide all
and financing items. Enhance central | for comparison with budgeted necessary figufes by due défe.

financial and economic managemeni on a | amounts and predicted cash flows.
| wider basis. . ) . | - Periodic {quarterly) reviews in.light of
.actual outturns and revision of
underying budgetary essumptions.

Source: IMF and World Bank: Finance and Development 1988.

40.  Government financial reportmg system to seérveits purposes needs improvemenis
in the following areas:

Accelerating reporting: The problem of timing is- 'p'robebly the greatest
~ obstacle to efficient financial reportlng So eﬁorts must be made to speed
up the repomng of data. : :

Simplifying_ reporting channels and formats: Decentralized accounting systems
‘usually entail a larger number of reporting channels than centralized systems. A
separate reporting channel for central financial - management wou!d usuauy
supplement replace, existing channels. S :

Monitoring: Assumptlons made for the budget es’flmates and the phased cash flow
do not necessanly hold as the fiscal year progresses; major deviations from the
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expected may result. These considerations, therefore, call for periodic monitoring
- on a quarterly basis, at a minimum.

Staffing, organization: For financial reporting to make its full potential contribution,

_the function needs to be made the responsibility of sufficiently qualified staff, with -

appropriate administrative arrangements for operating the system on a reguiar
basis. ' ) o - .

E The Use of Computers in Public Financial Management 1/

41.  Computer technology has developed and continues to develop so rapidly that in
every environment, business or otherwise, it would be folly for personnel not to have any
working knowledge of this technology. Managers in every field now need to be
conversant with computers and their use in their respective fields. Public financial
managers are not different in this respect, pernaps more so for them because all
business arganizations rely on their craftiness for their survival. Now more than ever

before, financial managers, be they in the private or public sector need to be able to usé .
computers to make. effective financial decisions.  Due to its broad -coverage, good

financial management is crucial to the success of business organisations.

42.  The term public financial ma_n‘agem'ent encom-pasées 3 wide rénge of financial
activities carried out by civil servants. Chief among these activities are the foliowing:

- making investment decisions;

- managing finance in general and assessing the volume of finance required .

by the departments in order to carry out identified investment decisions and
to ensure efficient and profitable operations;

- making decisions about financial resources the department requires;

- controlling the use of such employed financial resources; '

The definition of financial management is derived from these activities and can, therefore,
be said o be concerned with how organisations choose the investments they make and
how they should raise the necessary finance for such investments.

43.  The nature of private sector activities implies profit-seeking organisations. The
financial management roles are more rigidly carried out in such organisations than in the
“public sector where the main objective is the provision of services. Organisations within
the public sector that have a profit motive also employ the stringent financial management
rules similar to those in the private sector. Financial management in the public sector is

1/ Edited version of a paper presented by Mr. G.S. B. J.ére, B.A.M.Sc. Staff member of
NIPA.
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more an "accountability” function although the roles of making investment decisions,
determining the volume and type of finances required and the controlling of such finances
are similar to those carried out in the private sector. The role of the computer in aiding
the carrytng out of these functions cannot be overemphasased

44, Wlthoutacomputensed financial managementmformatlon systsm an organisation
will tend to lag behind in making crucnal decisions that can impact upon it for a long time
to come. As a strategic planning function, financial management requires to provide
managers with information to enable them 1o make. decisions quickly. Only when
computers are used in financial management wall it be poss;ble to make such quick
decmtons . ‘ \ :

45. A financial managernent system can be used on mainframes as well as on
mini/micro computers.  Different levels of management require different types of
information in order to facilitate effective operations. F;g 1. betow shows a comparison
of applications that can be used for various functions in an organization. Clearly the
financial management function is a top :level one - a stratégic function.

46. lnvestment decusuon makmg encompasses nnvestment anaIySis and capital
budgeting. Computer software is readily available to agsist the analysis of investments.
Such software have the capacity to calculate the return on-capital employed (accounting
rate of return), the payback period, the net present value and internal rate of return of
discounted cash flow and many more. _The software may take into consideration such
parameters as inflation and taxation as situations dictate. Capatal budgetmg facilities are
normally part and parcel of these soﬂware : .

47, In most African countries, very few organizations can afford to acquire generic
investment decision software. Due to this, many organizations opt for an easier way out -
the use of financial modelling which is best done with the aid of a spreadsheet package.
These spreadsheet packages differ in their abilities but perhaps the most powerful is the
Excel spreadsheet followed by Lotus 123. Other spreadsheet packages widely used

include Supercalc (V5) and multlplan to mention but only a few. '
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48. Investment appraisal and capital -budgeting models are created on the
spreadsheet and parameters such as best/worst possible outcomes and other
probabilities are designed into the model.-:Any number of projects can be analyzed
on: the model. and the likely result of such an investment can be instantly known.
Financial modeiling using spreadsheet is perhaps the easiest way of using computers
for investment appraisal and capital budgeting. It is also the cheapest as the package
in use is a generic one rather than a tailor made one. It is, however, necessary to
select a powerful spreadsheet that can calculate complex formulae and, therefore,
relevant in investment appraisal. - S :

49.  Inthe public sector, financial modelling using spreadsheet or similar tools would
be most helpful during the budgeting process period. Models of both reveriue and
‘capital budgets can be entered and the results of various allocations noted at a
glance. This would also simplify the process of negotiations involving the amount of
funds allocated to various departments in central or local government. The budget
committees would find' that their workloads would be reduced as calculations would
have been taken over by the computer. The following are examples where financial
modelling can be used.




Revenues - -
. . Less Operating
Cosls o
Net Cash Flows
from revenues
Net Cash Flow
Bsfore Interest + Tax

Interest
Taxas

Net Cash Flow
capital Repayments

Cash Flow to Equity

CASH FLOWS FROM A STEEL PROJECT .-

Tax savings on K35,300

“Increase in after
tex cash to firm

. Curnulative Cash Inflow

Internal Rate of Return:

Yeoar

]

4
5
6
7

8

Present Value

i inttial investment was 51,000 then the IRR Must be higher than 15% and less than 30%. Using interpolation the rate can be worked out as

follows:

Difference

Cash Flows
K

15,700
€,100
8,100
10,200
12,200
14.200
16,200

107,300

of Cash Flow

The rate is K2,943 above 25%, so

1989
- 2%

202.3

27.7

277
15

16

(K0o0) -

0.5

122

122
.35

16.7

15.7.

15%

870
.756
£58
b572
497

378

327

DISCOUNT RATES

NPV
K

13,659
4,612
5,330
5,834
6,063
6,134
6,091

35,087

82,810

Discount Rate
25%
30%

IRR = 25% + {2,943/9.011) 5%

= 26%

ADAPTED FROM:

" 1980

280

241.5

385

385 . -

t5
24

IR
‘18

6.1

8.1
218

25%

S12
410
328
262
210

.168

1991

280

241.5
385

w5
128
26
"23.4
‘18§

8.8

. B4A

299

12,560
3,504
4,147
4,182
4,002
3,720
3,402

18,026

53,943

Present Value

1882

280

2415

385 -

;385

10.5
2.8

252

‘10,2

0.2

40.1

30%

769
592
455
350
289
207
B

123

- 1993

NPV
K
12,073
3,611
3,885
3,570
3,281
2,939
2,676
13,197

44,932

T.M. Kennedy, M.J. MacCormac & J.J, Tesling, Financial Management, Fourth Editien, Gill and Macmilan, Dublin 1989,

v
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50. -Another concern of financial management is financial planning, both fong term
and short term. Financial planning is a necessity:in-ensuring that an organisation has
sufficient funds for operations not only in the immiediate year but also over the medium
and longterm periods. Such planning takes the form of working capital and cash
plans. The financial manager will maintain short and longterm plans for working
capital and cash. : . o

51.  Agoodnumberofthe available accountmg software feature facmtses for working
capital and cash planning. Where such facilities are not available, financial modelling
is used as a substitute. Alternatively, a programme can be tailor made to perform
such planning for a particular orgamzatien Fig 2 below shows some of the most
popularly used accounting software that. may have working capital and cash planning
facilities. Modern technology ensures that generic software such as these are able
ta interface with each other or with tailor made programmes. The latter can, therefore,
collect its data for analysis from an accounting package. :

- Figure 2
Popular Accounting Software

Pegasus Senior ' " Access Accounting

Sage Financial Controler -~ Sunsystems
“Apple Accounting  ~ ~ © - Multisoft
Premier - ' Tetr aplan :

52.  Cash budgets enable fmanc:[ai managers to plan well in advance how cash
deficiencies are gomg o be met and how excess furids will be used. . A good software -
should be able to give the manager various alternatives from which he/she will select
a choice. In Lousiana, N. Bank USA,a system called the FPS' (Financial Planning
System was installed to help top level. managers (such as the fmancual manager) in
two areas vis; - ‘

- Profit plann:ng and
- Liquidity analysis (working capltaf and cash)

The system is used by the organisation at the beginning of each month to generate
reports. it is also used during the month for other purposes whlle at the end of each
year it is used to facilitate the budgetmg pProcess. »

53.  Investment decisions and capital budgeting as weli as' assessment of financial
requirements are followed by plans of how best.to finance the decisions made. Two:
broad sources of financing exist, either internally from own sources of funds or
externally using other peoples finds. Such financing can be either short term or Iong
term. In either case, a computer package can assist m deciding the best course of
act:on required for ﬂnancmg : o :
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54. Two types of software can be used in aiding decision-making over the type of

fmancmg required, either Decision Support Systems (DSS) or Expert systems
_ Demsmn Support Systems
A decision support system is- a computer software that " supports

“managers in their planning and decision making roles. The system is an
" ‘organised collection of people, procedures and devices used to support

- decision making.. In assessing the funds type for example, the DSS - =+ © ©

would have to have a collection of various types of fiind scurces, internal ~
and external and also an indication of whether such sources are iong or
short term. .

55, DSSs only support managers and do not replace them in the;r decision makmg
roles, The systems do not make a decision automatically but are useful for partly
structured decisions such as the analysis of types and sources of financing. Human
judgement, however, is always required at the end.

56. In the public sector, decision support systems could be used in the analysis of
public sector borrowing requirement for central government and other sources of
finances in local government. Computers have been known to simulate an economy
and enable managers to make appropriate decisions from the results given. Finance
ministries or treasury departments have found such computer analysis worth while.
In Zambia, NCDP (National Commission for Development Planning) apart from using
models could also use DSSs for financial planning.

57. The management of funds entails the control of both working capital and current
assets. Although financial modeiling using spreadsheet or database packages may
be used for this purpose, generic accounting software widely available are able to
perform calculations necessary for controlling the use of funds. Such accounting

packages as those mentioned in Fig.2 incorporating data for the analysis of accounting

records and subsequently the control of funds. The programmes will generate the
following data to assist managers in the management of funds:

Current Ratio

Acid Test (Quick) Ratio . _
Average -Debt Collection Period and
Average Creditors Payment Period

58. . Day to day financial management tends to dwell on the interpretation of such
and similar data. Fig. 1 shows the type of accounting packages - both genenc and
specific - that would be used for this purpose.  °

59. - Mo_st.. packages that can be used for financial management purposes can be

used as single- to multi-user scftware. The lalter is possible where the system is:

networked either as a local area network (LAN) or as a wide area network (WAN)
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generic and tailor made software may be integrated with other packages to facilitate
ease of coliecting data uséd by the system. Most recent operatmg system also allow
portability of such software across many types of hardware, UNIX being the most
popularly used one. New Technology (NT), a window based type of operating system
whose beta release was in October/November 1992 is poised to bring such portability
to its full use. The NT full version was due out in March 1993. . Such operating
systems will aiso ensure that in future many areas of management includmg financial
m:anagement will have wider software aveulablhty . : .

60. - Computensed lnformatton ensures that. :nformatuon is: readliy avaalable to
managers for decision making. In addition unlike with manual data _computerlsgd data
cannot easily be lost nor corrupted. ' . . .

61.  Itis necessary to consider security impiications of any computer systems that
an organisation instails.. Backup and recovery. facilities must be:taken inte account.
The case of Zambia National Provident Fund is an example of a situation where such
security may have been overlooked.. When the crgctnrmtlon s computer system broke
down, all computers functions came to standstill. The organization has decided to
replace its old computer with a modern one at a cost of K100 million. If measures had
been in place to take care of such an eventuality, :computer operations would not have
corme to:a standstill when the misfortune took p{ace Arrangements could have been
in piace to ensure. contmu:ty perhaps even wnth a bureau or another similar
orgamsatlon . . : _

62, Secunty alsc entails data mtegnty S0 that only those persons with authorlty are
able to access data. Management data such as that used by. financial managers
tends to be sensitive and, therefore, needs to be well secured. In the hands of wrong
people, it can be used against the organization. to its detriment. Features such as
passwords needs to be incorporated into the system ~Management information
should, therefore, be treated with ali the care that_lt deserves. . :

” F Proiect.imanagement in thé? dee’fnmenf of the Repubiié of 'fZan"abia
2 _ y
(l) The_créficai oQérview |
 Defining the project |
63, 'F"'rdlect'.s. grow out of problems or opportunities. A project is born when

someone reacis to the ﬂevel of frustration surrounding a problem.or someone sees an
opportunity to move into a new venture. 'When a decision is made to do something

2/ An edited version of a paper presented by Mr. Alfred Sampale, Actmg Assistant

- Director, Human Resources Plannmg Department, National Ccmm:ssmn Devclopment
Planning, Zambia.
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about the problem or opportunity, a project exists - and, typically, someone is given
fchc responsnbs ity crf c:arrytng lt out T’het peirsfon beccmes the prolect manager “

" When the nucleus of the prc;ect team is assembied, lts flrst order of business
-se 1tc clarify the project and arrive at agreement among team members -about the
pmjects defmmon end scope, as weli as the basic strategy for carrying it out.

88, Befcre mounting tc a fuli scale pm;ect a feasibility study must be carried out
to test the preliminary straiegy and answer the basic question: "will it work?",
Depending on the nature of the project, one or more of the three alternatives will help
answer this question. The choices are to do a market study, pulct test, or computer
simulation. If the results of a well-conceived and executed feasibility study indicate
that the project should proceed, the project team can then move confidently into
detaited planning and implementation of the project. if the results are discouraging,
the data are used to do a product redeSIg\n foliowed by another feasubmty study, and
S0 on until a successfui product concept is identlfled '

Plannlng the prOject

86. Planning is crucial in project management. Planning means listing in detail

whiat is required to successfully complete the three critical dimensions of quality, time,

and cost.- A work breakdown structure is the starting pomt for planning all three
parameters of a project namely quality, cost and time. It is a technique based on
- dividing a preject into subunits or work packages. Because all elements required to

complete the project are identified, the chances of neg%ectmg or overlookmg an
essentlal step are’ reduced :

67. A work breakdown structure is typu.aliy con'-"tructed with two or three Ievels of

detail, although more levels may bhe required for very complex projects. It can be-

constructed starting by |dent1fymg logical subdivisions of the project, and then breaking
eacn of these down further. The goal of constructing a work breakdown is to identify
a unit of work that is discrete and that advances the project toward its completion.

68. Planning for quality requires attention to detail. The goal of quaiity planning is
to ensure that the oulput of the project will perform - that it will do what it is supposed
to do. the guality plan also establishes the criteria of performance by which the project
output will be measursd when it is completed. Planning for quality entails
specifications for quality and types of materials to be used, the performance standards
to be met, and the means of verifying quality such as testing and inspection. Two

techniques facilitate planning for planning for quahty a work breakdown structure

described above and project specifications.

69.  From the breakdowmn structure, specifications for quality can be written for each
subunit of the project. Specifications include all relevant requirements to meet the
project’s quality dimension - materials to be used, standards to be met, tests to be
performed, etc. Extreme care should be used in writing specifications, because they
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become the controlling factor in meeting project-performance standards, and directly
affect both budget and schedule. .-~ . - R )

70. - Apart from planning for quality, project planning also, involves planning the time
dimension.- The objective when planning the time dimension is to. determine the
shortest time necessary to compiete the project. Beginning with the work breakdown
structure, time required to complete each subunit can be determined. Next, there is
need to determine in what sequence subunits must be completed, and which ones
may be under way at the same time. From this analysis, the three most significant
time elements will have been determined. These are: a) the duration of each step; b)
the earliest time at which a step may be started and, c) the latest time at which a step
must be started. o : - L o

71, Planning the time dimension can best be done by people who have experience
with the same or similar activities.  If one does not know how:long it takes to do
something, one will need to.rely. on someone else who does have the requisite
‘experience. Many project managers find it realistic to estimate time intervals as a
range rather than as precise amount. T -

72.  With a time duration determined for each subunit of the project, the next .\_s,tVe'p
is to determine the earliest and latest starting times for each subunit. There are two
-commonly used methods for Charting the project. Gantt Charts and PERT diagrams,
A gantt chart is a horizontal bar chart that graphically displays the time relationship of
the steps in a project. It is named after Henry Gantt, the industrial engineer who
'introduced the procedure. - Each step of a project is represented by a line placed on
the chart in the time period when it is to be undertaken.  When completed, the gantt
chart shows the flow of activities in sequence as well as those that can be under way
at the same time.

'73. Some parallel steps can be cartied out at the same time with one taking longer
than the other: this-allows some flexibllity about when to start the shorter step, as long
“as the plan has it finished in timeto flow into subsequent steps.. This situation can be
‘shown with a-dotted line continuing on'to the time when the step must be completed.
‘When the Gantt Chart is finished; one-can see the.minimum:total time for the project,
the proper sequence steps, and which steps can be under way at the same time. but
-Gantt charts are limited in their ability to show the inter-dependence of activities. In
| projects where the stepsflow in a simple sequence of events, they can portray
-adequate information for project management.. - However;, when several steps are
_under way at the same time and a high level of inter-dependency exists among the
‘various steps, PERT diagrams are a better choice. - I S

'74. PERT stands for Programme Evaluation.and Review Techniques. It is.a more
sophisticated form of planning than Gantt Charts, and it is appropriate for projects with
many interactive steps. There are three components of a PERT diagram.” Events are
represented by circlés or other convenient, closed figures; activities are represented
by arrows connecting the circles; and non-activities connecting two events are shown
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as dotted-line arrows (A non-activity represents a dependency between two events for
which no work is required). PERT diagrams are most useful if they show the time
scheduled for completing an activity on the ‘activity line. Time is recorded.in a unit
appropriate for the project with days being most common, and hours, weeks, or sither
months occasionally used. Some diagrams show numbers for time estimated - a high

estimate and a low estimate.”
75. A PERT diagram does not only show the relationship among various steps in
a project, but also serves as an easy way to calculate the critical path. The critical
‘path is the longest path through the network-and as such identifies essential steps that
must be competed on time to‘avoid delay in completing the project... The critical path
can be shown as ‘a heavy line in the diagram. "~ S

76. Project planning further entails planning the cost dimension. There are many
reasons for doing careful planning . of project costs. - To ‘begin with, if one
overestimates costs, one may lose before one begins because one is not competitive.
A good plan includes the-identification of sources of supplies-and materials, and this
careful research assures that the costs are realistic. The-main-function of a good
budget is to monitor the costs of a project while it-is in precess, and to avoid cost
overruns. The following are typical costs components:- - SRR

" “'a.  Labeur: the wages paid to all staff directly working on the project for the
-+ time spent on'it. = B S - E
b ~ Overhead: the cost’ of payroll taxes é’nd"frihge benefits for everycihe
- directly working ‘on the project for the time spent on it.  Usually
calculated as a percentage of direct labour cost. SR

‘¢ Material: the cost of items purchased for use in the broject. It includes
- guch things as timber, cement, steel, nails, screws, rivets; bolts, and
d. Supplies: the cost of tools, equipment, offib.e supplies, etc. ne.'e;'ded for

the project. If something has a useful life beyond the project, its cost
~should be prorated..- -~ -~ o : , :

e.  Equipment rental: the cost ‘of renting equipment such as scaffdlding,
' - compressors, cranes, bulldozers, trucks, ete. for use on the project.

f. General and Administrative: the t;qSt -of management énd support
services such as purchasing, accounting, secretarial, ete, for time
dedicated to the project. ‘Usually calculated as percentage of project
cost. - oo Fr T _ _ T
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“*. Profit: in a for-profit project, the reward to the firm for successfully
“ completing the project, usually calculated as:a percentage of project
cieost o T e ; ©

Implementing the Plan

77. - The key duties during implementation stage are controlling work in progress,
providing feedback, negotiation for-materials, supplies and services, -and resolving
differences. 'Each one of these components is discussed briefly beiow.

)  Controlling work in progress

78. Basically, controlling involves three steps namely, establishing standards,
* monitoring performance and taking corrective action. -~ Typically, standards for the
- project were set in the detailed specifications c¢reated in the planning stages. The
project manager must constantly refer to these specifications and-make sure. the
“project team is also referring to them. If-the project deviates from the original
specifications, there is no guarantee that the success predicted by the feasibility
studies will actually happen - the product or project outcome might fail to meet
performance standards. ~ : : o L S

798 . Monitoring performance or work in progress is the heart of the critical process.
““Ifis a way of knowing what is going on and how the actual compares with the pian.
With effective monitoring, it is easy to know if and when corrective action is required.
_ Common ways to keep abreast of project progress include inspection, interim progress
 feviews, testing'and auditing: A e .

“1g0; ¢ “Iriterim progress reviews are communicated to those responsible for the various

subunits of a project. Progress review can be in a group or on an individua! basis,

and either face-to-face or by telephone. Alternatively, progress reporis can be

submitted in writing. Progress reviews typically occur on a fixed time, schedule - daily
or weekly, or keyed to the completion of project subunits. o '

81. - Testing on the other hand is one other way to vefify project quality.. Certain
tests are usually written into the specifications to confirm that the desired quality is
being achieved. : . R

- 82. - Taking corrective action is a third step in controlling. As a project progresses
~and “performance is:-being monitored, there -will be times when actual does not
" measlire up to plan. This calls for corrective action. . Caution should, however, be
" taken not to take action too quickly. Some deficiencies turn:out to be self-correcting.

It is unrealistic to expect steady and consistent progress day after day. When quality

is not according to specification, the customary action is to do it over according to

plan, although this may not be an automatic outcome. If the project begins to fall
behind schedule, there are three alternatives that may correct the problem. - The first
is to' examine the work remaining to be dene and decide whether the cost time can
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“"be recovered in‘the next steps. If this is not feasible, consider offering an incentive
for- on-time ‘- completion of the project. The incentive could be justified if this
expenditure is compared to potential losses due to late completion. Finally, consider
deploying more resources. This too will cost more, but may offset further losses from
delayed completion.

83. '~ When the project begins to exceed budget, consider the.work remarmng and
“whether or not overruns can be recouped on work yet to be completed. If this is not
practical, consider narrowrng the project scope or obtaining more funding from the
client.

(n) Provrde feedback

-84. Prolect managers frnd many opportumtles to provrde feedback to: those who
- have a hand in completing the project.Through feedback, individuals learn about the
- effect their behaviour has on- others and on the project's success. . It serves to
* maintain good performance and correct poor. performance To be effectrve howsver,
: feedback must be handled properly :

(m) . Negotratlon for materrais suppl:es and servrces

85. ‘Negotiation is a discussion between two parties with a goal or reaching
agreement on issues that separate them when erther party has the power (or the
‘ --desrre to use |ts power to force an- outcome) S

86. For effective negotlat:ons the foilowrng gurdelmes are essentlal 1) prepare 2)
minimise differences, 3} listen, 4) take notes, 5} be creative, 6) help the other party 7)
‘make trade - offs, 8} be. qurck to- apologrse 9) avmd ultimatums, 10) set realistic
: 'deadlrnes ' o : :

(rv) Hesolvmg dlfferences

87. Skill in resolvmg drfference |s an lmportant quahty of successful prolect
managers : IR A ‘ .

Completlng the project

88 The goal of project management is to obtain client acceptance of the project
' result. This means that the client agrees that the quality specifications of the project
~ parameters have been met. . In-order to have this go smoothly the client and the
. manager:must have well-documented criteria of performance in place. from the
'~ beginning of the project. - This:is. not to say that nothing can. .change, but when
- “changes are made, the contract must be amended o list the: changes in specrf“ ications
~ along wrth any resulflng change |n schedule and budget " . :
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89. Objective and measurable criteria are always best; while subjective criteria are
risky and subject to interpretation. There should be no room for doubt or ambiguity,
although this is often difficult to achieve. ltis also important to be clear about what
the project output is expected to accomplish. For instance, these three outcomes may
produce entirely different results; the project product performs the specified functions;
: :t was built according to approved deS|gn or it solvee the chent 8 problem

90. The project may or may not be comp!ete when results are dehvered to the
client. Often there are documentation requwements such as operation manuals with
complete drawing, and a final report which usually follow delivery. There may alsc be
people trained to operate the new facmty or product and a final audtt is common.

91.  Finally, project team members need to be reaSStgned surplus equlpment
materlals and supplies’ dasposed otf and faculltles released

92. ' The final stép of any project ehould be an evaIuatnon review. ThIS isa look back
over the project to see what was learned that w:ll\ contribute to the success of future
projects. This review is best done by the core pmject team’ and typically in a group
- discussion.” Project completlon checklist and’ pro;ect evaluetion form may be designed
to enhance evaluation reviews. ‘
(u) F’ro;ect plannmg process in the govern‘ment of Zambia prior to 1992

93. Pnor to the emergency of the Thlfd Ftepubl‘lc fo!lowmg democratic’ electlons in
" October 1991, broad policy guidelines for socio- economic development of Zambia
were eetabhshed during UNIP General Conference}e The earliest General Conference
provided guidelines for 1974-84. The Genéral Conference which was held in 1983,
provided guidelines for the next ten years up to 1993. These Party Gerieral
Conferences provided the basis for the formulation of medium and long-term national
development plans. “Annual plans were also formulated within the framework of the
five-year development plans and: these in thm provided the "basis for ‘the
‘ implementation of Government programmes Al |n all, the planmng process was seen
within the: context of the " policy ° guadehnes formu!ated by the Party General
B Conferences and the Government inStltutIOI'IS estabhshed to lmplement these pohcnes

94 The planning prooeee had various stages‘ and was performed in sequerice.
Prolect identification which was claimed to be based on national, sectoral or regional
planning strateglee and policies was usually done jointly by National Commission for
Development Planning (NCDP) and project Preparation and Evaluation Units (PPEU)
of the line ministries. ' It should be noted that NCDP had created provincial piannmg
unlts (PF’U) m Elne wsth the pollcy of decentralieatlon by the UNIP Government

95.  The PF’EUs normally handied pre-feasnblhty etudtes and project preparatton
All projects were then submitted to NCDP-for approval. The NCDP ideally examined
the technical, financial economic and social feasibility of projects. Once’the project
was cleared, a detaded programming and budgetary exercise was carried out by the
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lmplsmentlng agency. Subsequently, project implementation including momtonng and
evaluation was the responsnbsisty of the implementing agency : :

a PrOJect Identuflcation

986. Prolect ldentlf cation was usually bssed on the needs assessment of the
population, taking into account physical, human, institutional and financial resources.
- The needs of the population were assessed through either talking to the people or by
looking at past trends in-the demand and supply of goods and services and likely
trends, or using both techniques. .

b Project Appraisal/Ex-Ante Evaluation

87.  NCDP appraised projects taking into consideration various aspects of technical,
economic and social feasibility of projects during the process of project appraisal.
~Technical feasibility involved looking at the technological packages optimality of
location, scales of operation and points at which diseconomies set in etc. Institutional
- feasibility involved- the identification of constraints related to institutions, training,
_channels of communication-and assessing realism of implementation schedules using
network analysis. : L

98. - Financial feasibility was seen from the points of view of the project beneficiaries
(net cash in-flow) k the project as a whole (project cash flow over its expected life} and
the government (cash flow. statement justifying grants and subsidies deemed
desirable). Economic feasibility was iooked at the net benefits in terms of the efficient
use of scarce national resources. SN :

99. The Government sought to maximise the dlﬁerence between total benefits and
total costs. Financial and Economic analysis assumed that the Kwacha or the benefits
of a project had the same social value for both poor and rich. Through social
. feasibility analysis, greater weight was attached to benefits which accrued to the poor,
to benefits which were saved (rather than spent on consumption), and to benefits
which went to the public (rather than the private sector planning) focusses less on
financial and economic feasibility and more on institutional and social uses. This in
the end led to collapse or near co[tapse of certam state-run enterprises like UBZ and
those in the manufacturing sector. :

'100 - Commercial p'roﬁtabiltty is the main criterion by which public sector projects can
be assessed However, as market prices were distorted in Zambia, costs and benefits
of commodities and services had to be evaluated in terms of their next best, i.e.

"Shadow prices" or "opportunity costs". The main problem in public sector evaluation

was, therefore, how to obtain appropriate shadow prices for specific commodities,
-services of unskilled labour, and the. "act of waiting" (the rate of discount). - The
- problem was further complicated by the fact that shadow prices depended not onty on
the purely technological possibilities facing the Zambian economy but also on the
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variety of Government pahcres mciudmc; taxes, tariffs, quotas licences and pubiic
rnvestment _

: c_ - Programmrng and Budgetmq

101. The PPEUs of hne munrstnes nc:rmal%y submltted prolect proposals with
preliminary programming and budgeting. Once the project was cleared by NCDP,
detailed programming and.budgeting were prepared by the PPEUs (for the sectoral
Ministries) and by the prolect preparatlon and Review Unit of NCDP (for the
parastatals).. . _

102. The anificial br}dget davrsi'on into "develojprrient (capital)" and "recurrent®
expenditure with the former Controlled by NCDP and the latter by implementing
agencle,.,. resulted in lack of coordnnatron

-d AID Coordmatlon anci Monrtrarrng o
103 The plannmg and "programmmg cyt ie" of donor clgencres (multrlateraﬂ brlateral
and NGOs) included. programme preparation, implementation, monitoring, tripartite
reviews, annual and mid-term implementation reviews and impact evaluations.
104. -NCDP had established a National AID Coordination and Monitoring Committee

(donors and GRZ Ministries) to coordinate and micnitor aid activities.. A monitoring unit
which acted as a secretariat to the Commitiee was estabhshed in. NCDP

-3 Data Requirements
105 The pla.nnmg exercnse was often basad on a weak data base Consequen‘tly,
some projects lacked quantifiable objectives and targets. Hence there was and there
is stili neaed to strengthen data collection ystem at natmnal and subnatuonal Ieveis

The Roie of Momtoring and Evaiuatron .

106 Momtormg and evaluatlon plays a key role in’ the plannlng process as earher '

indicated. This involved data collection, analysis, interpretation and use. At the
planning $tage, ex-ante evaluation focusses on financial, economic; and social
analysis of the projects. Through cost-benefit analysis, the usefulness of the project
as comparec! wrth alternative. resource allocation strategies can be examined.

107. ln Zambra the NCDP had the ovearatl responsrbzllty for momtormg programme
lmplementatmn at the national level. All line ministries were empowered to monitor
project performance and take the necessary rernedial actions. However, line ministries
were fequired to submit annual reports (mainly financial statements) on the
implementation of capital pro;ects to NCDP, Based ori the review of these reports and
the budget cerlmgs decisions were made in collabpration with NCDP as to which
projects:to terminate or continue at the end of the year. :
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108. . Different multilateral and bilateral agencies had policies and pmc.edures
governing the monitoring and evaiuation of their respective projects. However, in
general, the progress of projects funded through multilateral aid was monitored .
through monthly/quarterly/annual reports and adjustments were made through the
tripartite review mechanism chaired by NCDP. Bilaterally funded projects were
momtored through meetangs and annual c-onsuitatlons

109 T’Ihere was often a weak link between momtonng and evaluatmn The failure
of programmes could often be attributed to faulty or nen-implementation of projects
rather than o the effectiveness of the programmes. Hence, the monitoring system
could be seen as a necessary ad|unct to ex-post evaluations.

(i)} Lsmntatlons ef government effectwen_ese

110. The picture which emerges suggests that government intervention or
management of econormic activities like projects and programmes may not always be
beneficial, Itis therefore suggested that government limits its intervention to provision
of social and physical infrastructure which are not particularly atiractive to the private
sector because of externalities involved.- -Hence government should, undertake
activities that would compensate for market failures. : :

111.- During the First and Second Republics, it could safely be said that government
failure in the economic sphere significantly out weighed marked failure. There were
rany failures, both of omission and Cornmission in Zambia during the period under
review. Failures of Commission included exceptionally high-cost public sector
enterprises, engaged in a variety of manufacturing and other economic activities not
traditionally associated with the public sector. Notable among them were: National
Agricuiture Marketing Board (NAMBOARD), which often served as a monopoly
distribution network and frequently also provided inputs (erratically and often
subsidised) to farmers, state ownership of retail shops like ZCBC, National Home
Stores, Mwaiseni, ete. for distribution of foods and manufacturing activities, state
enterprises accorded monopoly rights for importing a variety of commodities e.g.
NIECOS, Nationalised banking (ZANACO) and insurance (ZSIC) operatlone even big
quury h@teis were and shﬂ! are in !he public sector '

112. - In addition, government mvestment programmes ‘were highly inefficient and
wasteful; government conirols over privete sector activity were pervasive and costly,
and government public deficits,” fuelled by public enterprise deficits, excessive
investment programmes, and other government expenditures, led to high rates of
inflation, with their adverse consequencas for resource allocation, sa\nng behawour
and the crowding out of prsva‘te mvestment

113 Complementary o these phenomena were 1a||ures of omigsion: detenmnatlon
of transport &nd communication facilities which raised costs for many private (and
public) sector activities; maintenance of fixed nominal exchange rates in the face of
rapid domestic inflation, buttressed by exchange controls and import licensing;
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insistence upon nominal rates of interest well below. the rate of .inflation with credit
rationing so that government could supervise. credit allocation among ‘competing
claimants; and failure to maintain existing infrastructure facilities. o

114. - As by-products of these fallures large-scale and visible - corruption often
emerged. Further evidence mounted that many of the programmes and palicies that
had been -adopted with the stated objective -of helping and poor had in fact
- disproportionately benefitted the more affluent members of society. Al of. these
phenomenon took place in the context of pervasive. government involvement in, and
control over, economic actwrty through various programmes and prolects management

115. There were other problems of mvestment/pro;ect p!annmg and management
under bureaucratic management of public enterprises, Investment planning created
shortages, partly because of the deliberate efforts to raise overall rate: of capital
accumulation and partly because of the inevitable uncertainties in synchronizing
planned activities with assured market, producers tended to step up supplies in certain
sectors of the economy. The managers of public sector enterprises produced for the
captive market. Given the "soft budget constraint" under which they operated (losses
incurred by the public enterprises were automatically borme by the government). Over
time, the industrial economy became wasteful. It neither generated enough surplus
for reinvestment (which was one reason for state intervention) nor was it able to derive
sufficient dividends in terms of the growth and the equity objectives of the society for
its investments.

116. Another problem Zambia experienced with regard to public enterprise project
management had to do with policies. Political pressures often shaped economic
programmes and projects in ways that were not consistent with the ideal resource
allocation goals initially envisaged.  Pressure groups often exerted strong
disproportionate influence over policy formulation; and policy execution was far from
what had been intended. Corruption and favouritism surrounded bureaucratic
allocation of investment licences, import licences, and the awarding of government
contracts. -Consequently, location of projects was uneconomical resulting in failure,

117. Related to the above points is the fact that the government consisted of a
multitude of actors: politicians who sought poliitical support from various groups,
bureaucrats, technocrats, ad so on. There were often divisions ‘within each of these
groups, and it was rare that any individual or group was unconstramed in uts decision-
making or |mplementat|on functions.

V. _EVALUATION AND CLOSING OF THE WORKSHOP

118. The participants, in their evaluation through questicnnaires of the workshop,
appreciated the joint efforts of UNECA and NIPA for organizing the workshop. - More
than 80% of the participants gave very good rating for the effectiveness and relevance
of the workshop.
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119, -For future workshops, the participants suggested that consideration should be
given to longer duration, the holding of the workshop.away from Lusaka and. the.
selection of participants to be of the same level and status. i ST

120." The workshop was closed by-Mr. C.Z. Mwale, the Acting Controller of Accounts,
Ministry of Finance, Lusaka, Zambia. _In his closing speech {see Annex.ii to this
report). Mr. Mwale said that the workshop was considered important because it was
mounted at a time when financial management and transparency in the public sector
of Zambia was assuming greater attention. ‘He further: said that there was; need for
adequate public financial management especially when the government -of the
Ftepubllc of Zambla was shlftmg to open liberal economy

121. In conclusxon, Mr Mwale salcl that the toplcs dlscussed dunng the workshog
covered a wide range of aspects of investments and financial- management and he
expressed the hope that the participants benefited from the workshop and that they
would strlve to put into practlce the Ski"S and knowtedge acqwred from the- workshop
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" ANNEX I
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Mr. Patson Kakubo’ -

Mr. David Lombe Kolo
Mr. Joyce C. Kema
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Mrs. Brenda M. Mvula

Mr. ‘Bruno D. Boma
Mr. George N. Simasiku-

Mr. John Lupoleka

Mr. Matthaas C Phiri |
 Mr. WA. Phir
Mr. J. Silungwe

 Mrs, Betty M. Nichata
M'r.. HumphreyH.M. Zimba

' Chlef Internal Auditor, stngstone

Chief Accountant, Livingstone

"Actmg Chref Accountant City’ Councrl

'*.Actlng Senlor Accountant Lusaka

Cablnet Office

Senior Accountant Lusaka, Lusaka
Province : :

Senior Accountant, Commerce and

K Andustry, Lusaka

Ass;stant Controller of Accounts
Home Affalrs Lusaka

Actlng Prlnmpal Accountant Lusaka
Commumty Development

Senlor Accountant
Flnance Lusaka

Accountant Cabmet Offzce
Lusaka '

Senior Accountant Flnance
' Lusaka -

Actvng Senior Accountant a
Commum_catlon and Transport

- Lusaka

. Senior Accountant Lusaka Environment

'-.Actmg Chief Accountant Lusaka Clty

: Councni
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- ANNEX [l

SPEECH DELIVERED BY MR. C.Z. MWALE, THE ACTING CONTROLLER
OF ACCOUNTS, MINISTRY .OF FINANCE AT THE OFFICIAL CLOSING
OF THE SENIOR FINANCIAL MANAGEMENT IN THE PUBLIC SECTOR

- WORKSHOP ON 26TH MARCH 1993 AT THE NATIONAL INSTITUTE OF
PUBLIC ADMINISTRATION

- Mrs. Acting Deputy Principal, National institute of Public Administration,
The Acting Head, Accountancy Training Department,
- Esteemed Resource Person from EGA Mr. Paul Bassi,
The Course Director,
Course Participants,
. Invited Guests, o
Ladies and Gentlemen,

- It is with honour and privilege that | was invited to come-and officiate at the closing of
this important workshop of Senior Financial Management in the public sector.

Mrs. Deputy Principal, { should hasten to say that this workshop is of paramount
importance and,-as such, it should be taken seriously by all concerned. | say this, -
Mrs. Deputy Principai, because the workshop has been mounted at the time when the
issue of financial management-__esp,ecially that of accountability andtransparency in the
public sector in:this country is at its hottest, foliowing the changed political and
economic srtuat;on in the country

Indeed, we all have heard at one time or another or read in the press for instance,
about the outcry from the public over inconsistencies in public expendrtures and
investments by the Government.

We have also heard about the outcry from the working masses, especially government
employees, that their incomes are rather too low thus they feel "punished” unduly by
government for being in employment because of lack of adequate financial
management controls espec:ally in the public sector resulting in wastefut expenditure

Furthermore Iadles and gentiemen with the recent return to multl party polrtzcs under
the leadership of the MMD Government, the nation is in the process of shifting from
a restrictive and over-protective economy that evolved in the second Republic, towards
- an open liberal market economy-in-which the private business-men and industrialists,
both indigenous and foreign, are encouraged to invest in business ventures in Zambia.
This major shift, Mrs. Deputy Principal, means the increased participation of foreign
investors and multinational companies thus the need for adequate financial
management controls especially in the public sector . Ladies and gentiemen, it is the
intention of the MMD government to re-institute an effective financial management
system to control unnecessary expenditures. It is, therefore, incumbent upon you



33

accountants and economists to advise the government'wiéeiy on these issues so that
the programme which the MMD government has launched to revamp the economy can
bear fruit. ‘

This workshop, Mrs. Deputy Principal, should be looked at as a timely response 1o
government’s efforts to address the issues of financial management especially in the
public sector. | am more than confident that the workshop has dealt with these issues
effectively. | have been privileged to see the content of this workshop which | am
about to close and it is my earnest conviction that the participants have no doubt
benefited greatly from it. | am glad that the workshop content covered a wide range
of aspects on investments and financial management: :

- Nature and scope of public investment decisions;

Public investment decisions: the case of Zambia,
Financial planning-and budgeting, _

~ Sources and structure of government expenditure,
Nature and scope of financial management,
The use of computers in public financial management,
introduction to computers, '
Project management problems and issues in the regions of Zambia.

ONOO A GD S

To you participants, you should have considered this workshop as a rare opportunity
for training and self-development in this most important ecenomic field of knowledge.
1 should remind you that you are agents of change and development in the area of
financial management and that the responsibility to bring about positive change and
progress lies squarely on your shoulders. | have no doubt that you have taken the
workshop seriously and you will always strive to put into practice the knowledge and
skills that you have gained from.this workshop. ‘With these few words, | declare the
senior financial management in the public sector workshop officially closed.

Thank you
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ANNEX Il
CASE STUDY |

FACT SHEET

The Republic of Tayoto is a small country off the coast of the: continent of Sora
It has a population of 1.2 million, 50% of whom are under the age of fifteen years.
Since independence some twenty years ago the population has doubled and is
presently growing at 3.5% per annum which will double the population in fifteen years.

The gavernment of Tayoto is made up of 4 ministries namely:

1. Financial Affairs :
Economic Affairs, Planning and N'ew ;ndustriES and Fishing.

2. Conshtutlonal Affairs
Educatlonal Health Socual Welfare and Personnel

3 Infrastructure S ' i
Roads, Telecommumcatlons Efectncnty Water & Sewarage Shlpplng
and Av:atlon : .

4, ‘Law and Order
Police, Prisons, Defence and Foreign Affairs.

There is a Ministsr's group which actually ailocate the funds by way of 'the
budget.

The government has promised that civil service salaries will be increased and
that priority will be given to finding jobs for the growing population.

All expenditures, capital and recurrent are included in one budget.

The Minister's Group, on the advice of the IMF and World Bank have
decidedthat the deficit for 190-91 should not exceed that of the previous year by more
than 10%.
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MINISTRY OF FINANCIAL AFFAIRS

1. Financial Dept:

This section having done its homework had found that the maximum

amount of money that can be raised is $60 million including grants and -

loans. In making these forecasts, the section has allowed for an

. _Increase in Income Tax from 25% to 30%; Sales Tax from 10% to 15%
and a reduction in the civil service by 5%.

* 2. Economic Affairs Section:

Increased budget to open an office overseas to- attact prospective
investors.

3 Planning Section:

__ “ No increase in funds is requested but the economy is certainly not
workmg jobs are not bemg created and donor a:d is drymg up.

4, New Industries Section:

~ This section proposes to build a new canning factory at a cost of $10
mliilon to employ 25 people fuil tlme and 25 people part time.

5. Fishing Section:

Before independence this was the most important of the uslands
~industries. This section 'is ‘asking for funds to open a school for
_fishermen who are, so they say, "poorly trained". The amount of fish

caught each year has been dec!mmg for the last five years or so.

, Your blds for funds are on the attached sheet. You are to discuss whether
these are valid and be prepared to defend them both andwudually and as a Ministry.

To help you
What are your priorities?

Are they in conflict? ,
Can you come to any compromise'? N
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CONSTITUTIONAL AFFAIRS

1. Interior Section: . .
This section wants to open more district offices for sub chiefs.
2 Education Section:

This section wants to engage more teachers, provade more equapment
and classrooms. All teachers are civil servants L

3. Health Section:

‘This section is proposing to improve preventive medlcme care by
employing another ten medical education assistants and also increase
the size of the only hosgpital in Resamu, the capital.

4, Social Welfare:

: This section compnses youth affairs, womens Affairs, housung, village
water supplies and nersery schoolsfor working mothers.

B. Personnel:

The major cost of this section is- salaries since all civil service salaries
~are paid from.one vote, The section is’asking for $3 million increase:
. $2.5 million for salary mcreases and $0 5 mlllaon for new posts.

.. Your requests are given in the attached sheet. You are required to

._c.*efend these both individually and as a Ministry which-may mean that
'you will have 1o revise your bids and/or priorities in the knwoeldge that
you wili most certainly not receive ail you asked for.

To help you:

Are your bids in keeping with the government's aims?

What are your priorities?

If you have to reallocate the funds eventually allocated to your ministry, how will you
do this? :
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INFRASTRUCTURE

Roads Section:
The roads are in a dreadful state, no funds having been allocatted for

- some years. The section wants to buy a grader and other road building

equipment.

Telecommunications Section:
The telephone system is poor whilst the lack of maintenance leads to
frequent break downs. The postal system is poor and slow. This

% sectlon is askmg for $0.5 mllhon to remedy this situation.

| "Electnonty. Water & Sewarege Sectlon

- There are frequent power failures. due to the fact that the storage
facilities for fuel are not sufficient. This is because the state cargo ship
- is often late in bringing supplies due to engine failure.

" If the electricity supply was reguler, there wou!d be no water or

sewarege problems

%%*‘Shlpp;ng and Aviation Section:

 The island’s only means:of bringing in. heavy cargo is the state cargo

ship. This is frequently out of commission due to engine failure. $4

~mitlion is requested to hire a replacement ship whilst the present one

‘goes 1o Hong Kong for a new engme funded by the Riafran

o Development Bank

: The |salnds only alrplane used for mtemal ﬂlghts and one a week

service to. Logola needs an engine replacement as well. $7 million is

. requested for this including the hire of a replacement whilst it is being

" repaired. Without the plane, Sholotho will be cut off from the rest of the

i world and the Minister of Finance has to.travel via Logola to Washington

1o attend an IMF meeting in two month's time.

L Your bids are shown on the attached:sheet. You are required to defend

‘you bids both individually and as;a Ministry -and be prepared to
- ";-.reallocate the funde eventually glven to you.. i

To hetp you:

Are your bids reason?
Are they in keeping with the government's declrared policy? . .-
Are your priorities right under the ex15t|ng clrcumstances‘?
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. LAW AND ORDER

" Police Section: :
“There is a rising crime rate amonst the unemployed population. More

men, vehicles and communication equipment are required to combat the
situation.

Defence SeCtIOFI

The Defence Force consnsts of one company of troops and a fisheries
patrol boat. The Section Commander, who has just returned from a
course at the Riafran Military Academy wants a second company of
assauit troops and a'new patrol boat to protect Sholotho's fishing waters
from foreign f:shermen ' _ R

Prlsons ‘Section:

Because of the rising crime rate the Pnson is overcrowded and the
International Prisons Board of the U.N. has produced and unfavourable

" report on this. Money. is requested to enalrge it.

Jushce

Desprte being overworked thls SeCttO!’I is not asklng for any increased
funds but requires the Government to give maglstrates overtime pay for

the extra Ioad they carry This will- cost $250 000.

' Forelgn Affarre Sectlon

- Anew’ embassy is planned for Mezamba The cost ot the property to

house the embassy if $1.5 million:

“Your bids are shown on the attached sheet.: You are required to defend
“‘your bids both individually and collectively for your Ministry. if you have

To help you:

to make cuts because: it is more than likely that you will not get the
funds you asked for, will you be able to? If so where and how?

Are your requests in line with government S. pollcy'?
Are your proirities correct? -
Are your ministries requests in conflict wnth one another‘?
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THE MINISTERS GROUP

The draﬂ: budget is on the sttached s;hiae't as requested by ministries.

You are 1o provxsmnaliy allocate funds tc each mlnlstry/sectlon whllst
they are: prepanng thelr cases to present {0 you. : = :

You WI" listen to the presentatwns and will have to decide whether your%

provisional allocations: are just. You may wish to make changes and
question the ministries on their proposals.

Can you.defend your allocations?

if you budget for a deaﬁt:;it,"hsow will you finance it?

When you have deicded your alfocations, announce them with reasons
for the cuts and invite replies from ministries.
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DRAFT BUDGET
REPUBLIC OF SHOLOTHO 1990-21

Provisional

Last | Request
_ Year | 1980-91 Allocation
. Financial Affairs
Finance Section 2.0 2.5
Economic Affairs - 1.0 1.7
Flanning 1.0 1.0
_ New Industries 1.0 15.0
Fishing 5.0 10.0.
10.0 30.2
. Constitutional Aifairs
Interior 50 5.5
~ Education 12.0 17.0
Health 7.0 10.0
Social Welfare 1.0 2.0
. Personnel 12.0. 15.0
37.0 48.5
. Infrastructure
Roads 0.0 20
Telecommunications 1.0 1.5
Elsctricity, Water, 1.0 15
Sewerage Shipping & 39 4.0
Aviation 50 7.0
10.0 16.0
.. Law and Order
Police 1.0 1.5
Defence Force 2.0 5.0
Prisons 1.0 15
Justice 0.5 0.5
Foreign Affalrs 0.5 2.0
50 10.5
Totai 62.0 106.2
Total Funds Available 50.0 60.2
Surplus/(Deficit) {i2.0) {45.0)
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Case Study i

This case study deals with ‘computeri'zatidn of a govemment. Ministry of A Land
country. The group is asked to give advantages that the computerization effort of the
budgetary management of A-Land Ministry of finance and Planning might have
achieved. ' '

Computerization in A-land Ministry of Finance and Planning

Because A-land contains some of the more popular tourist areas in Africa, it has
had a greater degree of exposure to high technology culture and technigues for
information management than have many of its developing neighbours. There has
been substantial success in A-land with microcomputers, beginning in the early 1980s,
with their introduction in the Ministry of Agriculture and Livestock Development. Since
then microcomputers have been applied to a large number of budgetary management
tasks, and over two hundred Ministry of Finance employees have been trained to use
them.

Because of the multiplicity of elements to be integrated into a national budget,
the management and processing of such detailed work required a series of
applications interacting with one another. Microcomputers were the choice for this
government budget application. ' o

The budget information system comprised four main applications:

- Ceilings preparation process: Treasury officials estimate ceilings for
different divisions given the total budget for the fiscal year (FY).

- Estimates preparation process: Using the five-year forward budgst of
the National Development Plan as a frame of reference. The Permanent
Secretary io the Treasury oversees other officials in preparing program
outlines describing changes and alterations within principal divisions. An

‘updated forward budget is then revised, printed out, and distributed.

- Expenditure process: Because under-expenditure within the budget is
as serious as over-expenditure, a fool-proof monitoring process is
required and maintained throughout the FY. This complex process
entails keeping track of all daily transactions of ali ministries as well as
monetary public loan servicing. '

- Analysis and audit: In this essential part of the over-all budgetary
process the Controller and the Auditor General issue and annual report
on the government financial status but sometimes very late.
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A great degree of detailed planning was necessary for the successful
computerization of the microcomputer applications and networking implied in these
integrated processes. Managers and officials had to be cognizant of technical
equipment for sending and receiving information already set-up in other levels of the
A-land government before they could implement their. own system.






