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1 Conduct scminars at central, provincial and district levels (o assist functional unit managers with
the preparation of budget bids.

1.1 Background:

During the initial consultancy a Budget Manual was produced and put to workshops for Province and
Functional Unit managers. The timing of this technical assistance was planned to coincide with the
budget bidding process for the Ministry of Education Youth & Sport (MoliYS). ‘The first round of budget
bids was required to be submitted to the Ministry of Economy and Finance (MEF) by Scptember 15.

1.2 Method:

Six onc day workshops were provided to address a number of issucs rclating to finance including the
allocation of budgets to responsible Managers and (o the various districts within the Provincces.
Workshops were held in Battambang, Sicm Reap, Stung Treng, Svay Rieng, Kompong Som and Phnom
Penh. It was planned that the close Provinces would convene at these centres and bring Finance Officers
from the various Districts under their control. About 40 participants were expected at cach of the
workshops.

Negotiations had taken place in carly October with MEF and as a result the budget was known in broad
terms at Icast. The workshops therefore became very much a practical exercise rather than a compilation
of “wish lists”. Wc were in a position to let the Provinces know what their overall Budget for 1996 was
to be and for them to work with their districts to apportion it through the various chapters and articles that
make up the existing chart of accounts.

The scrics of workshops reinforced the concepts of responsibility accounting introduced during my initial
consultancy.
w t>1k<1\01)§

1.3 Issues
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1 refer to the separate report on the vau‘tswm

Lissentially, the training tcam (comprising the Director of Department of Finance or his Deputy, another
senior Finance Officer and my interpreter and I) presented the workshops with a very simple finance
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The system includes a budget, the allocation of that budget, the recording of expenditure, the reporting of
the cxpenditure and some sort of independent review of the opcrations for the period.

We were able to give the Provinces a fairly accurate estimate of what their 1996 budgets would be and
encouraged them to allocate at least to the district level for 1996 explaining the accountability advantages
of doing that.

Onc major issuc in this arca is the fact that budgets arc not allocated to Districts, let alone to cluster
schools and the schools themselves. There are many rcasons for this. Apart from the salarics component,
the budgets are small and used in the most part o fund non-discretionary items of overhead.  Additionally
the schools and Cluster Schools stafl have not been trained in Financial matters, In the future ,any
movement towards further allocation to lower levels of the MoEYS structure will achicve more
accountability and wonld Iead to more cfficient management of very scarce financial resources.

The method of recording expenditure in the Provinces is by the “blue cards”. By and large it appears that
all of the Provincees use this method, however the recording stage is ofien as far as it goes. Reporting the
expenditure to various interested parties is of equal importance.

Reporting expenditure against budget is the responsibility of the budget manager (in this case the Province
Nducation Dircctor.) By producing financial reports the manager is demonstrating his accountability and
financial performance. '

The question of audit in Education systems is onc that nceds some scrious consideration soon. Even with
the advent of Financial Controllers employed by the MEF being placed in Ministries and Provinces, there
is a nced for an internal audit section in Education Ministry. [ note that one Organisation Chart being
considered by senior MoEYS staff at present has included an audit function. This is an encouraging
move.

1.4 Recommendations:

For the system to continue to be developed, it is very important that Department of Finance stafl continue
with finance and budget seminars in the Provinces and Districts and for central officc management.

The MoEYS should cstablish an Internal Audit function initially to carry out revicws of the finance
systems of the Department of Finance and the Provincial Education Offices, reporting independently of
the Department of Finance.

To assist with the changes necessary, the Department of Finance should insist on financial reports
showing budget and expenditure to date from all Functional Unit managers and Provinces at lcast six
times a year.

The financial reports should be circulated widcly throughout the Ministry.

2 Assist members of the Department of Finance in managing the revised budget procedures for the
1996 year.

2.1 Background:

With the implementation of the concept of responsibility budgeting, the role of the Department of Finance
will change slightly. Rather than making the decisions as to allocation of budgets to the various lines in
the accounts, the Finance Department will provide a broader service of accepting functional unit mangers



allocations from a predetermined base (MEF) and assisting them by reporting and recording and
monitoring financial information. They will be overscers, monitors and controllers rather than line
managers of the various items of budget.

2.2 Method:

This involved day to day on the job advice to scnior stafl and subscquently to all the stalf of the
Dcpartment of Finance (DOF).

The involvement of Senior staff from the DOF in the provincial workshops helped reinforee these
concepts.

i
The objcctive was to change the “wish list” approach with scnsible allocations from limited resources to
functional units. By doing this, badly needed funds may be able to be transferred to areas of greater need.

2.3 Issues:

Three Instructional Papers were left with the Department of Finance for action to ensure the functional
unit approach was adopted for the 1996 ycar in respect of Budget allocation, financial recording and
financial reporting.

The budget process itself with the MEF was an interesting excrcise. The MoEYS went to the negotiations
with two sets of figures. One set had been prepared by the Department of Finance and included rather
optimistic salary budgets in the various arcas to be funded. This was done despite MEF instructions that
the staffing of the MoEYS must not incrcase. (A gencral across the board 10% reduction was called for in
all Ministrics but Education was exempted from that.) The sccond sct of estimates was produced by me
and followed the rules laid down by the MEF. It appcared that which ever figure was the highest was bid
for.

2.4 Recommendations:

The Department of Finance should adopt the Functional Unit approach and, in linc with the Instructional
Papers left with the DOF, commence recording and reporting financial information in this format for the
1996 ycar.

Because this system is a radical change from previous methods, it is recommended the MoEYS call for
technical assistance again in July 1996 to assist with the development of budget estimates for negotiation
with the MEF.

The method of negotiations with the MEF Left a lot to be desired on both sides (MEF and MoliYS) 1tis
reiterated that the MoEY S must go to the negotiating table with [ull documentation in respect of their
budget bids. To assist with this technical assistance should be requested for October 1996.

3. Design and implement a financial recording and reporting system for the 1996 budget and
cxpenditure.

3.1 Background:

Much work was done in the first of my visits to introduce a financial recording and reporting system to
the MoEYS. Spreadsheets were completed on the computers and staff were requested to update them cach
month and make reports to key managers and the Minister.



There were 2 aspects to the proposed recording and reporting system which still resides on the computer.

The first part is to obtain expenditure figures from the Treasury at the Chapter level and complete a
monthly Budget versus Expenditure spreadshect showing how much is left to be spent and a percentage of
the year figurc compared to a percentage expenditure figure to indicatc performance.

The sccond aspect is for the DOF on behalf of the Functional Units, to update on to spreadshects already
residing on the computer (or summarisc manually) the commitments entered into against the budget for
the actual Sub Paragraph level. This is easily done using the “Blue Cards” which are kept for each sub
paragraph for which there is a budget.

Both of these exercises are important and in fact should be reconcilable.
3.2 Method:

Sessions in the workshops for the Provinces went into detail on these aspects. Although it had been
introduced and spoken to in some detail already, further stressing was scen as necessary.

'I'he Provinces and the central units maintain the blue cards manually at present but is only cver used as a
recording device. My intention was to demonstrate that it can be used to reconcile to MEF records and as
a monitoring and reporting tool when summarised.

There are at present members of the Department of Finance who are responsible for the blue cards of
various functional units albeit in a very general sense. For example one scction looks after General
Education, one for Higher Education etc.. With the change to a Functional Unit approach, those sections
arc now responsible for the recording and reporting of several functional units. The role of the various
sections of the Department of Finance will change as they will be supplying a scrvice to various Managers
as well as being directed by the Director of Finance.

An in house computer demonstration was offered to these members of staff to explain the sensc behind
the changes.

3.3 Recommendations:

Recording and reporting expenditure and budget at the Functional Unit level should be introduced for the
1996 ycar.

4, Reinforce the reporting system through training at central and provincial levels and 11irough on
the job advice.

4.1 Method:

This was incorporated into the several workshops we conducted. The whole system is based on the “Bluc
Cards” or the Fiche de suivi de la Consummation des Credits. (Sce above).

4.2 Issues:
The determination of what Functional Units should have expenditure and budget recorded and reported

against them was left to the Department of Finance sections responsible for General Education, Higher
Education and Youth and Sports.



By and large their decisions were good, particularly in Higher Education and Youth and Sports. It was
interesting to note that both of these broad sections have left aside a “reserve”. Considering this is the
first ycar of operation with the system, that is probably a scnsible idca.

For General Education, the breakdown to Functional Units is basically sound except for one or two
categorics they included.

Regional Training is included. This appears to be a contradiction because you would expect this to be
under the control of the Provinces. Because it is controlled centrally, it is included under General
Education.

Towards the end of 1995, the Governmént made a commitment to employ several hundred extra stafl
from various political partics. These arc budgcted for scparately and called Son San Trainees in the
Functional Unit split up. Really this is not a functional unit (more a reserve) because potentially these
cmployees will be spread across various units. The General Education scetion decided this was (he casiest
way of dealing with this issue.

The other issuc is that it reasonable that after 12 months using these Functional Units. the Department of
Finance might want to change them to include new units or to further divide existing units. That sort of
flexibility is always available in this sort of system because it is operated within the MoEY S and does not
affect the MEF in any way.

Now that the framework is set up for the 1996 year, recording against the Functional Units and financial
reporting in respect of the costs associated with the various units will enable MoEY'S to make more
informed decisions on its operations.

4.3 Recommendations:

Financial Reporting for cach of the functional units must be commenced at the start of the 1996 ycar.

5. Assist with the development of a monitoring and audit role for the Department of Finance.

5.1 Background:

The question of an audit role within the Department of Finance was raiscd in the report of my initial
consultancy. The establishing of an office of internal audit was put forward by the World Bank in its
Capacity Building in Financial Management proposal carlicr in 1995,

Al present, there is no such activity conducted in the MoEYS. Even the concept of audit was news to
participants of workshops conducied in my first consultancy.

A proposal exists, waiting on Council of Ministers approval, to place a finnncial controller from the MEF
into each central ministry and each Province. The impact of those placements in an audit sense will
depend on the terms of reference of the jobs. I would assume that some sort of “watchdog” role would be
included but we must wait and see. Even if the TOR does include an audit role it is likely there will be a
clash of interests if the job also involves a financial control aspect.

Work therefore in establishing an internal audit branch whose role is independent of financial decision
making is inevitable and should be encouraged as soon as possible.



Another problem facing the cstablishment of such a unit is that of qualificd staffing. Audit is a
specialised field of work and has not existed here to any great extent in either public or private sector until
very recently. Cambodia does not have a pool of talented auditors to call upon. Training either internal
or overscas is perhaps the key.

5.1 Method:

My initial idca was to consult with George Niclson (HRD Planncer/Adviser) to help identify individuals
who are interésted in the audit field and seek assistance with profcssional training. Although George
understood and appreciated the need for the establishment of such a pool of talent, his information data
base was incomplete at that stage and he could not refer any potential candidates.

Discussion within the Department of Finance was carried out and they too agreed with the proposal but
they also could not refer any likely candidates to begin building a team.

I had intended to draft a role statement for the proposed Internal Audit branch to define its job and the
scope of its activitics. This was not done in a formal scnse but was discusscd with the Dircctor of Finance.

"The workshops contained a session on the audit role as an independent evaluator of financial and other
opcrations. These scssions were included to foster a “quasi” audit role amongst Senior Finance stafT as a
change in emphasis from their role as approvers of expenditure to that of monitors, rccorders, reporters
and advisers.

5.2 Issues:

There will always be a problem from an audit independence viewpoint if an Intcrnal Audit section is
included under the management of the Department of Finance.

As its role grows it becomes more important that the Internal Audit section reports to a level higher than
Dircctor. This is particularly so when the scction is making reviews and evaluations of management
decisions in terms of efficiencics and cffcctiveness.

It is very difficult for the MoEYS 1o find a group of talented profcssionals to adopt an Audit rolc. Pcrhaps
the best way of developing this function is to request external assistance.

5.3 Recommendations:
The MoEYS should include an Internal Audit scction / branch as a part of any restructuring plans. The
scction should report to a level higher than that of Dircctor of Department and should be staffed by

professionals with experience.

The MoliY's should approach donors to assist with the training and cstablishment ol such a section within
the organisation,

6, Review the effectiveness and reliability of the financial reporting system when it is applied to '
approved budgets in 1996,

This will be achievable in 1996.



7. - Assist functional units and the Department of Finance with the application of the new reporting
and recording system after the budget has been approved

This will be done in 1996.

General Issues:

8. Higher Education Project.

The Director of Department of Finance is'involved in a National Working Group examining policy and
implementation issues necessary in respect of Institutional financial management in the MoEYS and the
various Higher Education Institutions.

This is important work and no doubt will require careful and long term implementation.

One incvitable issuc that will emerge from this exercise as Higher Education Institutions head towards
partial autonomy, is that training will be required. The Department of Finance budgets for cach Higher
Education Institution scparately. The financial decision making in terms of expenditure of budget will
soon be the responsibility of the particular Institution. Assistance will be required to give accountants and
finance officials of these organisations, training in proper and transparent accounting and finance
systems.

8.1 Recommendation:

The Department of Finance should now recognisc the immediate need for training in Financial
Management for finance stafl of Higher Education Institutions.

9. Staffing in the MoEYS.

It has been stated in other reports that the MoEYS lacks a modern policy on stafling cstablishments within
its various Departments and for its school staff. Let me just reiterate that there is an urgent need to work
towards a staffing structure which is efficicnt and effective in the Ministry. For a Ministry which spends
the majority of its budget on stafling, the proper financial management of human rcsources is obviously
1nportant.

10. Funding to Cluster Schools.

The work done during this consultancy has been focussed on devolving budget responsibility to more
controllable areas. During workshops with the Provinces and their Districts it was recommended that
budgets be assigned to the District level.

Further work needs to be done to gradually shift the responsibility for budgets down to the Cluster school
and school level.

At present the budget is insufficient to enable any discretionary money to flow to the school level. Over
time as budget share for the MoEYS improves, this should be an objective of the Ministry.

M



11, Programme Management and Monitoring Unit (PMMU),

One of the weaknesses of my firs{ consultancy was that it was very difficult to find out exactly what
development projects were being undertaken at the time and what progress had been made in each. This
lack of knowledge made it difficult to determine recurrent budget needs arising out of capital projects
being completed. The establishment of the PMMU within the MoEY'S will go a long way toward
improving the situation.

12. Banking of Trust Funds.

Another extrancous issue that accidentally caught my attention during this consultancy was the operation
of bank accounts to deal with cash paid to the MoEYS by various donors. The system used in broad terms
is quite understandable but probably questionable if one was to examine it much further.

The MoEYS operates two such bank accounts. My main criticism is that the accounts are in the name of
two Finance Department officials and arc not styled “Trust Accounts”.

The Department of Finance should take the steps necessary to ensure that Department of Finance staff do
not operate accounts in their own names for what are actually trust activities.

13. Thanks.

Without exception, Cambodian stafl encountered during the consultancy were courteous and helpful. My
thanks is extended to them. Also thank you for the support of the AusAID team at the Australian
Embassy and to other Advisers and Coffey MPW Ltd. for their assistance in getting me here and their
administrative support.

A special thanks to Hang Sovonn, Khieu Phan, my interpreter Muchhim, and the stafl of the MoEYS
Department of Finance. It has been a learning experience for all of us.

Lance Asplin
Education Budget Development Adviser

Deccember 1995
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