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Foreword

As an enthusiastic but relatively unskilled amateur, whenever I undertake some DIY at home I always end up thinking
about the cost of not using a professional who would have done a proper job. Not using professionally trained finance
staff has serious consequences for the developing world; not least it can undermine the donor’s agreed strategy of using
country systems.

CIPFA is committed to assisting the development of the public financial management (PFM) profession throughout the
world. Everywhere we go we hear about the lack of investment in training public sector finance professionals. This lack of
investment places an enormous strain on accountants and auditors general and their staff. Where professional training is
undertaken it is almost always private sector focused, and therefore simply does not relate to the trainee’s day job. Worse,
once they are trained, many accountancy and audit graduates take their new qualification and use it to increase their
income in the private sector; a perverse outcome indeed. In other countries the emphasis is on short courses that are not
structured into a programme and make no long-term impact on staff capacity or learning.

The arguments for the professionalisation of PFM go beyond the mere value of training. In our view, being a professional
carries with it wider responsibilities and expected codes of behaviour. A professional culture in the PFM function makes a
difference to the quality of work and the ability of staff to meet ever-rising financial management challenges.

In this publication we explore how four countries in sub-Saharan Africa have approached professionalisation. We try to
identify the key lessons that ought to be learned from the four approaches so that stakeholders considering the design of
professionalisation programmes can benefit from them.

This research has been supported by funding from the UK Department for International Development; we thank them for
their support.

Alan Edwards
International Director
CIPFA

alan.edwards@cipfa.org.uk
http://www.cipfa.org.uk

March 2011




Professionalisation:
Still Lacking Critical Mass?

“It is one thing for an occupational group to designate itself a profession but quite another to attain public recognition of
this status.” And it is yet another thing to achieve a smooth route to embedding professionally trained finance staff in the
culture of public sector organisations. A number of published papers chart the story of professionalisation of accountancy
in the private sector, yet few focus on the same process in the public sector. What information there is suggests that the
achievement of professionalisation has been hampered by the public sector’s own lack of recognition of the need for staff
who have been professionally trained in public financial management (PFM). This is not to say that no progress has been
made, as the CIPFA case studies illustrate. It is however illustrative of the fact that professionalisation of PFM in the public
sector, particularly in developing countries, has yet to acquire the critical mass and momentum that are essential for its
widespread adoption.

Professionalisation — the establishment of a recognised PFM profession represented by a professional body with specific
characteristics and capabilities — is a phenomenon found as much in the private sector as in the public. Achieving it in

the public sector has particular challenges, however. Many of these arise from the distinctive nature of public financial
management as compared to its counterpart in the private sector. A number derive from the inherently conservative nature
of the public sector. The variety of administrative traditions to be found in developing countries means that, for some,

PFM is preferably a matter for law and regulation than for the exercise of skilled judgement, one of the defining features of
a professional.

In the cases that follow we describe how four particular countries — Lesotho, Mozambique, Tanzania and Nigeria — have
responded to these challenges. In this introduction, we confine ourselves to bringing out the salient features of each case and
the key lessons to be learned if critical mass is to be reached and the undoubted benefits of professionalisation of PFM are to
be realised.

Why Professionalisation?

Professionalisation of PFM brings with it a number of benefits. It ensures that individuals who acquire the qualification that
is the price of entry meet defined standards of knowledge, skills and values, and that they will maintain and develop their
professional competence throughout their careers. Society generally benefits from this state of affairs, with the expectation
that members of the profession will act in the public interest rather than in their own or some other interest. Citizens and
other stakeholders in public services may rightly expect that financial and other information will be accurate, up to date
and produced in accordance with the highest international standards. The existence of a professional body, independent of
sectional interests, and with properly trained members working in government, helps to ensure that governments may be
held to account for their actions. Professionalisation of PFM lies at the heart of good governance.

For the individual member of the profession, holding a recognised qualification facilitates movement within and between
organisations in the public sector and, often, between the public sector and the private sector. It improves access to
promotion and more technically complex and rewarding work (in job satisfaction if not always in financial terms). Employers
can recruit individuals whose professional status can clearly demonstrate that they meet well-defined and internationally

1 Cooper, K., Some Professionalisation Strategies of Australian Accountancy, School of Accounting & Finance, University of Wollongong, Working Paper 2,
1995 (see http://ro.uow.edu.au/accfinwp/68).
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recognised competency levels. Continuous development - individuals reflecting on their experiences and engaging in a
process of developing their skills - is a defining characteristic of professional practice.? These processes of ‘reflection in
action” and ‘reflection on action’ are central to the continuing professional development that is an essential characteristic of
the PFM professional.

For donors and development partners, being confident in the ability of government to manage its financial affairs properly
and in accordance with best international practice gives assurance that money is used for the purposes intended. Achieving
a critical mass of PFM professionals in a country is also a necessary condition for the effective application of a country-

led approach to PFM reform and development more generally. The benefits of professionalisation of PFM are widespread,
significant and enduring. So why are more developing countries not enjoying them?

The Four Countries

Lesotho

A former British colony, on independence Lesotho inherited a PFM system devised in colonial times. Low levels of human
capacity and outdated and cumbersome systems and procedures further contributed to historically weak PFM systems. The
country has ambitious aims, however, and has put in place far-reaching reforms to increase both the efficiency of the civil
service and its accountability to the public. At the heart of the reform programme is a thorough overhaul of the country’s
PFM system.

Over the years, since independence, analyses have consistently revealed a PFM system that was “largely dysfunctional and
in need of substantial reform”.? Critically, there have been grossly inadequate numbers of suitably qualified and skilled public
finance personnel at all levels throughout government, leading to inability to produce regular and comprehensive periodic
financial reports for budget management and control. Limited effective demand from the Executive, the Ministry of Finance
and Development Planning and chief accounting officers for improved financial management information and appropriate
levels of financial accountability have exacerbated the situation.

Since 2006 CIPFA has been working with stakeholders in Lesotho to professionalise PFM in the country. This began with

the launching of an education and training scheme, with the first cohort of students enrolling in 2007. By the end of 2010
more than 350 students had enrolled on the programme from a target training population of around 500. Training was
provided locally, by the Centre for Accounting Studies, and the Lesotho Institute of Accountants managed examinations and
commissioned the marking of students’ examination scripts. Although initially student performance was good, subsequently
performance declined, and it has been necessary to put in place a formal student performance improvement plan. Overall
the central objective of CIPFA’s work in the country — of proving the feasibility of operating a training scheme in Lesotho

- has been demonstrated, although progress towards the ultimate aim of professionalisation has not been as rapid as at

first hoped.

Mozambique

Mozambique gained independence from Portugal in 1975, and since then has experienced both periods of upheaval
and, in the last decade, a period of considerable stability. There is an improving picture of progress in the quality of PFM.
This is evident in improving government accounting systems, and in the planning of a substantial reform programme
for the supreme audit institution to improve its effectiveness. A number of analyses have drawn attention, however, to
the low levels of human capacity in PFM and the need for a systematic approach to raising the level through training
and professionalisation.

The Ministry of Finance has been involved in a number of initiatives to raise standards in accounting and auditing in the
private sector, mainly intended to address the supply and registration of accountants at the accounting technician level. The
accountancy-related bodies that exist have multiple purposes and advocacy functions. Only a few dozen accountants

2 Sch_n, D. (1983) The Reflective Practitioner: How Professionals Think in Action. London: Ashgate Publishing Limited.

3 Government of Lesotho Public Sector Improvement and Reform Programme, Public Financial Management Component Ministry of Finance and
Development Planning and Department for International Development Inception Report, p31.




PROFESSIONALISATION: STILL LACKING CRITICAL MASS?

practising in Mozambique hold professional qualifications from IFAC-recognised bodies,* and unlike all the other countries
studied, Mozambique has no recognisable local professional association of accountants, although the Government has
recently stated its intention to establish one.

Nigeria
Nigeria is a former British colony, exhibiting a rich mix of pre- and post-colonial influences acting on its structure, law and

PFM system. The economy represents a broad mix derived from the largest market for goods and services in Africa and the
country’s vast fossil fuel reserves.

External assessment in 2004 identified weaknesses in control systems and budgetary spending, leakage of funds, and
inefficient systems for collecting revenues, all attributed in part at least to weak human capacity in PFM throughout
government. Reform of PFM, including audit and financial management information systems, is now a key priority

for donors. There are a number of current initiatives under way that address economic and financial management
systems, including reform of the Federal Civil Service to improve professionalism and thereby the Government’s ability to
deliver services.

Of the four countries that are the subject of these case studies, Nigeria has the greatest number of qualified accountants; the
overwhelming majority of these work in the private sector, however. In 2006 the World Bank identified a need to train some
2,000 PFM staff at the federal level. In 2009 and 2010 discussions took place between the Institute of Chartered Accountants
of Nigeria (ICAN), the largest professional accountancy body in the country, and CIPFA to identify how the two bodies could
best collaborate to support the professionalisation of PFM in Nigeria. The Accountant General of the Federation of Nigeria
subsequently requested CIPFA’s assistance in developing the capacity of the Federal Treasury Academy, government’s

PFM key training provider, to train students for a new PFM qualification to be awarded jointly by CIPFA and ICAN. It is likely
that, in time, these new arrangements will be extended to other spheres of government in Nigeria, including the states and
local government.

Tanzania

Tanzania is a former British colony. Like other developing countries, the private sector is in the forefront of professional
accountancy development; however, the number of newly qualified accountants is widely recognised as being inadequate
for the needs of the country. The country has long been seen as a prime target for the development of PFM capacity under
the World Bank’s Africa Staff Capacity Development Initiative (SCDI). The objectives of the SCDI are to increase the number
of qualified accountants and auditors in Africa generally, and to support the development of local training facilities and
institutions to provide accredited education, training and qualifications in PFM. In the public sector the situation is even
more difficult than it is in the private sector, and no natural champion for professionalisation has emerged. Successive
accountants general and controllers and auditors general have attempted to develop a cadre of PFM professionals, by
recruiting and training accountants for private sector qualifications. It has become clear however that professionalisation by
this route is not feasible, partly because candidates are attracted to higher-paid private sector roles.

The mandate of the National Board for Accountants and Auditors (NBAA) in Tanzania is to serve both the public and the
private sector. For some years, however, it has recognised that it did not serve the public sector as well as it served the private
sector. In order to strengthen its support for and influence within the public sector, it decided to amend its qualifications
framework to increase its relevance to the public sector. The board agreed to work with a partnership involving the Eastern
and Southern Africa Association of Accountants General (ESAAG) the Federation of Accountants and Auditors General of West
Africa (FAAGWA) and the English Speaking African Association of Supreme Audit Institutions (AFROSAI-E), with CIPFA as
consultants, to develop a PFM qualifications framework for Tanzania as a pilot study for the region.

The pilot study identified three ways in which the existing NBAA curriculum could be adapted to meet the needs of the public
sector. On further consideration two of the options were rejected as infeasible. There was some positive feedback on the

third option (to substitute specific public sector material for some parts of the existing qualification to create a public sector
stream), though this was also later rejected. Internal pressure within the NBAA then led to the development of a fourth option
comprising a mixed public/private sector curriculum to be tackled by all candidates. Discussion of the most appropriate

& The International Federation of Accountants is the global organisation for the accountancy profession.
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way forward has since been inconclusive, and at time of writing there has been no substantive progress in introducing a
qualification of direct relevance to the PFM sector. Whilst the fourth option identified remains on the table, the levels of
compromise it imposes on learning outcomes for both sectors are not acceptable to a significant number of stakeholders. It
is likely that a new strategy will need to be developed to take forward professionalisation of PFM in Tanzania.

Learning Points from the Case Studies

The four countries described in the case studies are clearly at different stages in the professionalisation of PFM. They exhibit
markedly different institutional arrangements, and differences in the approaches taken to strengthen human resource
capacity for reform. A number of learning points emerge from each country situation, covering a range of issues. To facilitate
understanding of these diverse issues, they are classified here according to the four strategic dimensions underpinning

the CIPFA FM Model. The model® seeks to understand strengths and weaknesses in aspects of financial management in
public sector organisations, and was designed to be used as a tool to align financial management with an organisation’s
development path and priorities. These four dimensions - Leadership, People, Processes and Stakeholders - are all critical to
improving PFM.

Key Lessons to be Learned

Leadership

All four cases indicate the need for strong, engaged and committed leadership, at a senior level in government, to drive
professionalisation forward. Nigeria, for example, provides evidence of leadership in its drive to create a joint qualification
between CIPFA and ICAN. No single case provides an exemplar in this respect, however, and this is probably further evidence
of the variety of approaches that can be taken to achieve the same ends. There are generally positive signs in all four
countries that governments recognise the need to strengthen human resource capability and capacity.

Professionalisation takes time to gain momentum and achieve tangible, sustainable results. Hence continuity and
commitment of funding over the medium to longer term (a period of five to 10 years) is essential. Effective leadership comes
into play here, to ensure an appropriate allocation of resources within government and amongst spheres of government.

People

As with other significant change projects, professionalisation may be perceived to be a significant threat to the people
involved and this needs to be addressed at source. In Lesotho, managers and mentors of students in the workplace often
appeared to see the knowledge and skills acquired by students as a threat to their own position. Unsurprisingly, this
undermines the very basis of the student-mentor relationship.

No one-size-fits-all approach, or imported and imposed solution, will resolve the problems of countries with a variety of
historical, cultural, institutional and economic characteristics. The colonial background of Mozambique, for example,
does not predispose toward the easy adoption of a professionalisation model born out of an Anglophone tradition. And
unless achievement of a professional qualification is appropriately recognised in the employment package, difficulties in
recruitment and retention of trained staff will continue.

Processes

The presence of a strong private sector accountancy body may pose challenges in terms of securing its engagement with
the adaptation of an essentially private sector qualifications framework to meet the needs of the public sector. In Tanzania
this has proved to be a step too far for the existing vested interests. However, in principle at least, the existence of a dynamic
local professional accountancy organisation offers a ready-made base structure on which to build a cost-effective approach
to the professionalisation of PFM. Such a potential base structure is to be found in three of the four countries, the exception
being Mozambique.

5 The CIPFA FM Model: Assessment of Financial Management in Public Service Organisations — Statements of Good Practice (Volume 3) (CIPFA, 2010) (see
www.cipfa-fm-model.org.uk).
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In general terms, existing training providers have suffered from historic under-investment in their human resources, learning
materials and training environment. Governments and development partners should consider how this under-investment
might best be addressed alongside a professionalisation of PFM programme.

Stakeholders

Donors and governments recognise the need for reform to develop human resource capability and capacity. However, they
need also to recognise that the short-course training that has been a feature of the approach to improving PFM capacity

can only provide a quick fix. It is clear that such a form of training has been the intervention of choice for governments in

all four of the countries surveyed. Whilst short-course training can be used in conjunction with professional education and
training to supplement or expand on certain areas, it is not sufficient to produce PFM professionals. It should not be used as a
replacement for comprehensive frameworks for professional education and training.

Lessons from Other Countries

The findings from these four case studies demonstrate that the route to professionalisation of PFM is not likely to be smooth,
wherever it takes place. It is also clear that the pathway to be followed in each country should be tailored to that country.

Whilst the key lessons to be learned derive from the case studies, it is instructive to close this introductory section with
some consideration of the lessons of history. In this context two quotations, taken from a review by Helen Yee in 2006 of
professionalisation in China, are striking:

“Professionalisation is neither inevitable, universal, nor of any single type.”

“Professionalisation does not occur in a vacuum. Like other social processes, it cannot be understood without taking
into account certain aspects of the larger society in which it takes place.””

Similarly, diversity marks the professionalisation journey itself. For example, while Johnson (1982)® emphasises the
importance of the state in professionalisation projects, the empirical literature also emphasises the varieties of its
involvement — ranging from being a relatively passive, even reluctant, participant® through to initiator and overseer (for
example, De Beelde!?).

Some wider lessons also emerge from considering the development of the accountancy profession in two of the leading
BRIC! countries — China and India.

Traditionally, accounting in China was not a prestigious occupation. Discrimination against accountants was widespread.
Accountants “were seen as greedy and little better than thieves — a shameful occupation”.’? In the 1950s, however, an
accountancy profession began to emerge in China, encouraged by increasing commercialisation and strengthening industry,
only to be quashed by the Government. During the last 20 years, however, society and values in China changed dramatically,
and accountancy achieved an elevated occupational status. The Chinese Government emerged as the most significant
influencing force in enabling the rapid professionalisation of the Chinese accounting occupation.

6 Crompton (1987, p.106) cited in Helen Yee (2006) Professionalisation and Accounting in China: A Historical and Comparative Review (The 8th
Interdisciplinary Perspectives on Accounting Conference, 10-12 July 2006, Cardiff).

7 Vollmer and Mills (1966, p.46) cited in Helen Yee 2006.

8 Johnson, T, (1982), ‘The State and the Professions: Peculiarities of the British’, in Giddens, A. and Mackenzie, G. (eds.) Social Class and the Division of
Labour (Cambridge: Cambridge University Press). Cited in Helen Yee 2006.

9 Macdonald, K.M., (1985), ‘Social Closure and Occupational Registration’, in Sociology, Vol.19, No.4, pp.541-556. Cited in Helen Yee 2006.

10 De Beelde, I, (2002), ‘Creating a Profession ‘Out of Nothing’? The Case of the Belgian Auditing Profession’, in Accounting, Organizations and Society,
Vol.27, No.4/5, pp.447-470. Cited in Helen Yee 2006.

11 An acronym that groups together Brazil, Russia, India and China, which are considered to be at a similar stage of economic development.

12 Guo, D.Y,, (1988, p.7), Chinese Accounting History, Vol. 2 (in Chinese) (Beijing: China Finance and Economics Publishing House). Cited in Helen Yee 2006.
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So society can make a profession - the vicissitudes of the accounting occupation in China are explained largely by
traditional cultural attitudes to accounting work and the actions of state.’® But it also demonstrates that to be successful,
professionalisation must be about integration, and not merely about the skills of the individual.

In India, the direct involvement of government similarly influenced professionalisation. This involvement was often at odds
with the views of the body of accountants that existed in the country, however, and occurred through legislative means. The
Indian Government supported the development of an accountancy profession because of their perception that accounting
was an important tool for economic development and had a pivotal role to play in economic development.' Accountancy
could facilitate rapid economic growth and the fairer distribution of wealth amongst the population. The role of the Ministry
of Finance was key in achieving the change: the authority of the Indian Accountancy Institute and accounting profession
came, in some part, from statutory authority and government backing and approval.

Contrast this situation with that of Tanzania, where currently the accountancy body is slow to agree adaptations to its
existing qualification to meet the needs of the public sector. The case study material suggests that the Government at a high
level is not sufficiently involving itself by intervening to move the project forward to meet its legitimate needs.

Finally, and ironically, although the accountancy profession is generally considered to have originated in Scotland, it took a
long time for the UK Government to recognise accountants and auditors as a mainstream component of the civil service. It
was not until 2004 that the UK Government adopted its change programme for reform of the Civil Service, advocating a move
from a generalist to a more specialist approach to the HR skills base. This move resulted in a much stronger focus on the
finance profession at central government level. Even so, there is evidence that the idea of a professionally trained senior PFM
professional at board level in government still meets some resistance. So fundamental change can take a long time, even in
an environment that one would suppose was conducive to change.

Conclusions

Emerging from this overview of the key lessons from CIPFA’s work and the commentary from literature, it can be seen that
professionalisation is in many ways a package deal, including education and training, transformation of the supporting
behaviours and infrastructure of management, development of stakeholders and capacity development more generally. No
one size exists to fit all circumstances — clearly historical influences, socio-economic trends and cultural realities all add
complexity to the issue. But there are clear benefits to government of moving along a path which seeks to ensure that all
public financial managers have a level of training that meets the identified needs of the organisation and country, that the
training is credible and that it is maintained to a high level throughout that person’s career. And individuals benefit from
being offered, and being able to take up, appropriate training.

The four country case studies describe different pathways towards professionalisation. They demonstrate that the process of
professionalisation takes considerable time, and that sufficient funding is needed to cover at least a 10-year period.

Government has a pivotal role to play in leading professionalisation of PFM and in signalling clearly its necessity and
urgency. Whilst donors and other development partners have an important role to play in supporting the move towards this
vital and immensely worthwhile aim, government is uniquely placed to act as the catalyst and coordinator of the roles of the
other actors involved.

13 Helen Yee 2006, op. cit.

14 Kapadia (1972) interviews with senior government officials cited in Verma, S. and Gray, S.J. (2006) The Establishment of the Institute of Chartered
Accountants of India (ICAI): The First Step in the Development of an Accounting Profession in Post-Independence India (University of York Department of
Management Studies Working Paper, 19 February 2006).
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Case Study 1
- Lesotho




Country Context

Demography

The Kingdom of Lesotho is entirely surrounded by the Republic of South Africa. It lies between latitudes 280 and 310 south
and longitudes 270 and 300 east, and covers an area of approximately 30,300 square kilometres. There are two official
languages: Sesotho and English. The population of about two million people is relatively static. Annual GDP growth was last
measured at just under 4%.

National Government Politics and Constitution

The country, a former British Colony, became an independent constitutional monarchy in 1966. There is a dual legal system
with traditional Customary Law and General Law based on the Roman-Dutch system and a constitution that provides for a
clear separation of powers between the executive, the legislative and the judiciary.

As a constitutional monarchy, Lesotho is ruled by a King, and governed by a 33-member Senate and a 120-member National
Assembly. The Senate is made up of 22 principal chiefs and 11 members appointed by the King on the advice of the Council
of State. Eighty members of the National Assembly are elected through a first-past-the-post ballot system, while the
remaining 40 are allocated by proportional representation. Since independence in 1966, there have been a number of military
coups and periods of authoritarian rule, including seven years of military government. General elections were last held in
Lesotho on 17 February 2007. The election was followed by an extended dispute about the allocation of the seats based on
proportional representation.?

Decentralisation/Deconcentration

For administrative purposes, Lesotho is divided into 10 districts, each headed by a district secretary and a district military
officer appointed by the central government and the Royal Lesotho Defence Force. A Local Government Act of 1997 created
institutional structures at district and community level to assume responsibility and resources for basic service provision and
local development, and to promote stakeholder participation in national issues. Equitable arrangements to transfer resources
from central government to supplement local revenues are a pressing issue; this includes establishing decentralised district
development funds. In 2005 community councils were established in the districts. This led to councillors being trained and
councils started to build capacity to manage service delivery, and to plan and control budgets.

As fiscal decentralisation develops, councils are expected to face difficult choices in relation to the allocation of resources
amongst sectors and between recurrent costs and development investment.

Economic Background

Lesotho is small and landlocked, with limited natural resources and a narrow production and export base. Aside from
subsistence agriculture, the garment sector plays a critical role in generating employment, output, and exports. The economy
is highly open, with imports amounting to about 90% of GDP, and depends heavily on inflows of workers’ remittances, and
receipts from the Southern African Customs Union (SACU), of which Lesotho is a member. Lesotho is also a member of the
Common Monetary Area that links South Africa, Lesotho and Swaziland into a monetary union. The Lesotho maloti is pegged
at par to the South African rand, which is legal tender in the country.

1 World Bank website (www.worldbank.org).
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Fiscal management in Lesotho in recent years is generally regarded as having been sound, with surpluses from revenue
growth, mainly originating from SACU, while total expenditure growth has been managed. The public sector wages and
salaries bill for about 35,000 employees (including teachers, health workers and the defence force) is generally regarded

as high at around 13% of GDP, but politically difficult to reduce. In recent years, the Government of Lesotho (GolL) has used
prudent fiscal management to reduce public debt to sustainable levels. Public debt peaked at 10% of GDP in 2001/02 but has
declined since and is projected to fall to what is regarded as a sustainable 46% by 2009/10. Inflation, which was in decline for
a number of years to 2006, has more recently begun to increase. This is driven primarily by prices in the Republic of South
Africa, which remains the source of almost 90% of the country’s imports for final consumption.

Real per capita GDP growth averaged 3.3% over 1991-2007, above the average for sub-Saharan Africa. However, this growth
has been erratic. After periods of growth, reaching 8% in 2006, GDP growth is estimated to have slowed in 2008 to 3.9% due
to lower output in textiles and mining as the global financial crisis affected export demand. The impact has been exacerbated
by the slowdown in the South African economy, reducing SACU revenues and worker remittances from that country.

Overall Development Strategy

The country’s ambitious aims are encapsulated in Vision
20/20, which states that by 2020: The three pillars of Lesotho’s PRS

B First Pillar: Employment and income generation
through higher economic growth: creation of
employment opportunities; improvement of
agricultural production and food security; and
infrastructure development.

“Lesotho shall be a stable democracy, a united and
prosperous nation at peace with itself and its neighbours.
It shall have a healthy and well-developed human resource
base, a strong economy, a well managed environment and
an established technological base.”

B Second Pillar: Sharing the benefits of growth
through improved health and education standards
and the conservation of the environment:
improved access to health care and social welfare;
improved quality of and access to education;

In July 2005 these objectives were incorporated into a
Poverty Reduction Strategy (PRS). Eight “priority areas of
action” were identified and grouped under three key policy
“pillars” (see sidebar).

Implementation of Vision 20/20, the PRS and related and better management and conservation of
initiatives has been supported by around 15 development the environment.
partner agencies in recent years. The main ones include ® Third Pillar: Improving governance and public

the EU (member states? and the European Commission),
the World Bank, the International Monetary Fund and the
African Development Bank.? Significant bilateral assistance
has also been received from China, Japan and the United
States. Increasingly, the programmes supported by

donors have followed a sector-wide approach (SWAp), with
multi-donor participation and coordinated financing of
agreed interventions.

sector performance: deepening democracy
and governance and strengthening safety and
security; improved public service delivery.

Donor coordination, alignment and harmonisation have been facilitated with the formation of the Development Partners
Consultative Forum (DPCF) in 2005. This is co-chaired jointly by the United Nations Development Programme and Irish Aid.
All resident development partners are members of the DPCF, as are the USA and China. The DPCF is responsible for taking
forward the 2005 Paris Declaration on Aid Effectiveness for Lesotho, as well as for donor coordination. The World Bank has a
number of operations in Lesotho, either being jointly financed with other donors, such as the Integrated Transport Project

2 Of whom the most active have been Ireland, Germany and the United Kingdom.

3 Others include the Arab Bank for Economic Development in Africa (BADEA), the Kuwait Fund, the Global Fund to Fight Aids, Tuberculosis and Malaria
(GFATM) and the UN agencies Food and Agriculture Operation (FAO), the International Fund for Agriculture Development (IFAD), the Joint United Nations
Programme on HIV/AIDS (UNAIDS), the United Nations Development Programme (UNDP), the United Nations Children’s Fund (UNICEF) and the World
Health Organisation (WHO).
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(the European Commission and the World Bank); or moving towards SWAps in the health and education sector with Irish
Aid and the joint donor Poverty Reduction Support Credit (the European Commission, the UK Department for International
Development and the African Development Bank). The Bank is also working closely with the Millennium Challenge
Corporation to improve water supply and sanitation.

The Third Pillar of Lesotho’s PRS envisages far-reaching reforms to increase both the efficiency of the civil service (central and
local) and its accountability to the public. In fact, the decision to decentralise and create a separate local government service
preceded the PRS formulation by several years. However, decentralisation requires a parallel ‘right-sizing’, reorientation

and professional uplift of the residual central public sector and this remains an issue still to be tackled. At the heart of the
reform programme, for both central and decentralised agencies, is a thorough overhaul of accounting systems and financial
management procedures, not least to eliminate the potential for corruption. The introduction of the new Integrated Financial
Management Information System (IFMIS), in 2009, is an important step in this direction.

A significant feature of the Poverty Reduction Strategy Improvement and Reform Programme Component 1 Task Force

plan for improving audit and oversight, and also for accounting, monitoring and reporting, was the intention to explore
development of specialist public sector audit training programmes in Lesotho. Traditionally, available audit training tended
to be biased towards the private and public practice sectors, with the result that professional training and skills development
undertaken in the public sector merely provided a short-term benefit to government, at the expense of losing those trained
staff to better-paid opportunities in the private sector and outside the country, in particular to South Africa. Pay differentials
between the public and private sectors are a recognised structural problem, whose resolution is constrained by resource
availability and the need for public sector pay restraint.

Apart from the UK Department for International Development (DFID) the two most active donors from within the EC have
been Ireland and Germany. Irish Aid has targeted Lesotho as one of its main African development partners and has invested
heavily in administrative reform, targeting service delivery in key areas such as education and health. Germany has been
particularly active in supporting decentralisation and civil service capacity development in general.

Lesotho is a member of the Africa Peer Review Mechanism (APRM), which aims to help member countries improve their
governance, through a process of peer review, based on country self-assessment. Self-assessment covers four themes:
B democracy and political governance

B economic management

W corporate governance, and

B socio-economic development.

The self-assessment process covers issues in relation to:

B standards and codes: the extent to which the country has adopted international accounting and auditing standards
and other relevant international instruments including the principles for payment systems, best practices for budget
transparency and national and international principles of corporate governance

B promotion of sound PFM generally, and

B efforts to fight corruption and money laundering.

There is widespread recognition that initiatives like peer review and peer-assisted learning can be powerful drivers for change.
Lesotho’s participation in the APRM could be a positive force for PFM reform. However, progress in implementing country
reviews has been slow: the official APRM website lists only 11 studies concluded and published, at time of writing, and does
not include Lesotho.
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Public Financial
Management

Background

On independence the Kingdom of Lesotho inherited the PFM system devised in colonial times by the British. This system was
designed to meet the needs of the colonial administration rather than to support the delivery of services to a mass population
of users and was therefore poorly adapted to the new approaches needed. However, relatively little was done to tackle the
deficiencies of the systems over the remaining years of the century.

The two principal players in the PFM system in Lesotho are the Ministry of Finance and Development Planning (MFDP)

and the Office of the Auditor General (OAG). MFDP is responsible for the normal range of government financial services
including budgeting, accounting, internal audit and treasury management. It is also responsible for a range of activities in
development planning and has significant roles in the management and regulation of the economy. OAG functions along
the lines of a typical Anglophone-style supreme audit institution conducting external audits of the work of government
departments and reporting its findings to the National Assembly. Historically PFM systems have been weak, with
outdated and cumbersome systems and procedures and low levels of human capacity being widely regarded as the main
contributory factors.

Performance of the Public Financial Management system

Over the years there has been considerable analysis of the
PFM system in Lesotho, carried out by the International A failing PFM system
Monetary Fund, the World Bank, DFID, international
consultancy firms and others. These analyses have
consistently revealed a PFM system that was “largely

B Serious omissions in the accounting records for
assets and liabilities.

dysfunctional and in need of substantial reform”. In 2004, B Numerous transaction processing errors.

work done for DFID detailed these significant weaknesses, B An almost complete absence of reconciliation of
as summarised in the sidebar. These weaknesses were subsidiary records to the general ledger.
compounded by lack of capacity to develop, maintain m Inadequate cash management.

and manage properly functioning PFM application
systems. Financial orders and regulations were obsolete,
and the internal control environment was weak, with the
effective absence of an internal audit function and what
was described as a “cultural norm of fiscal indiscipline”.
Critically, there were grossly inadequate numbers of
suitably qualified and skilled public finance personnel at
all levels of government, leading to inability to produce
regular and comprehensive periodic financial reports

for budget management and control. There were also
significant backlogs in the production of the public

B Multiple bank accounts with almost no
reconciliation being done.

B Financial information being provided by a
functionally obsolete financial management
information system, GOLFIS, and payroll
system, UNIQUE.

& DFID PFM reform programme Inception Report, op cit, p31.
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accounts, with accounts for the years 1996/97 to 2000/01 still, in 2005, to be submitted for audit. This failing PFM system
was exacerbated by limited effective demand from the Executive, MFDP and chief accounting officers for improved financial
management information and appropriate levels of financial accountability.

In addition to these extensive deficiencies in the overall PFM system, there were significant problems with the budget.

This is the principal mechanism in government for ensuring that policy intentions set out in strategies and plans are made
operational. However the budget and the budget process in Lesotho suffered from a number of deficiencies, including a focus
on inputs rather than outputs, being incremental in nature, taking essentially a single-year view and being based on centrally
set expenditure ceilings, without consultation with line ministries. In October 2003, the Cabinet therefore decided to adopt

a medium-term expenditure framework (MTEF) approach. Implementation began in 2004; however, in the event, only one
year’s expenditure and revenue estimates were prepared, for the year 2005/06, and these were presented to parliament in the
same line item and programme format as in previous years.

Reform of Public Financial Management

The Government in Lesotho has long recognised that poor service delivery has impeded the achievement of its development
goals, through inefficient service provision, the mismanagement of limited resources, and weak control measures facilitating
corruption. In 2001/02, the Government devised its Public Service Improvement and Reform Programme (PSIRP) to

improve the delivery capacity, effectiveness, accountability and transparency of public services, although this was not fully
implemented until 2004.

Planned as a number of phases, Phase One of the PSIRP consisted of three components:
B Component 1: Improving financial management and accountability.
B Component 2: Improving service delivery through decentralisation.

B Component 3: Improving public service management.

Component 1 contained nine core objectives:

B improve public sector planning and budgeting, through macroeconomic modelling, integration of the development
planning and resource allocation cycle, and improved data management

B improve public sector planning and budgeting through the introduction of an MTEF to ensure the establishment of
sustainable aggregate resource ceilings; the allocation of resources between and within sectors in accordance with
national development priorities; and through the efficient utilisation of resources

B facilitate fiscal decentralisation and develop an institutional framework to efficiently manage the transfer of financial
resources to local government

B enhance accountability and efficiency in the utilisation of public funds by strengthening the offices and operations of the
Accountant General and the Auditor General

enhance revenue collection by strengthening the capacity of the Treasury and the Lesotho Revenue Authority
improve the procurement system to become more effective, efficient and transparent
restructure the MFDP, to align its roles and functions so as to enhance its efficiency of operation

mobilise resources and monitor expenditure for optimum efficiency in the fight against HIV/AIDS

strengthen pensions operations to ensure an efficient and timely processing of public servants’ terminal benefits.

Implementation of the PSIRP was supported by DFID, the EU, Development Cooperation Ireland,® the World Bank and
Deutsche Gesellschaft fir Technische Zusammenarbeit (GTZ - the German federal government owned international
cooperation enterprise for sustainable development) along with other development partners. The EU also supported reform
through its Capacity Building in Economic Planning project in the MFDP, with a total programme budget of €17.5m and with a
further €5m available for PFM reform.

5 Now redesignated Irish Aid.

16



CASE STUDY 1 - LESOTHO: PUBLIC FINANCIAL MANAGEMENT

Structures were established to implement Component 1, designed to ensure national ownership of the reform agenda within
MFDP, and to achieve integration with the wider PSIRP. These arrangements included an overarching PFM Improvement and
Reform Steering Committee (IRSC), linked with the wider PSIRP at a policy level via the Principal Secretary Finance, and on
a technical level by the Reform Coordinating Unit (RCU). While the IRSC was a policy forum for the Component One reform
programme, the detailed work of designing and implementing the reform agenda took place in four task forces, reporting to
the IRSC. These are as follows:

Planning and budgeting, including: a structured approach to the MTEF

|
B macroeconomic forecasting
W data collection, and

[ |

tax policy.

Accounting and reporting, including: B strengthening the Integrated Financial Management Information System
(IFMIS)

addressing control weaknesses in fundamental systems
improving fiscal reporting
developing internal audit capabilities, centrally and in line ministries

maintaining and improving treasury operations

technical training and organisational issues in developing and retaining
professional skills, and

B revision of the PFM legislative framework.

Audit and oversight, including: B building on progress by the Office of the Auditor General and the Public
Accounts Committee in improving public accountability

B addressing the backlog of public accounts®
B dealing with the lack of resources, and

B updating the legislative framework and operating manuals.

Administration, including: B restructuring the Ministry of Finance and Development Planning
B resourcing and financial monitoring of the HIV/AIDS programme, and

B public sector pensions administration.

The task forces were also mindful of the need for central capacity to manage overall finances in the devolved financial
environment intended by the Government.

By 2004 it was clear that significant donor action was required to support the PSIRP and strengthen PFM. In that year DFID
launched its Poverty Reduction Strategy (PRS) Foundation Programme and PRS Priority Support Programme,’ closely aligned
to the Government’s PSIRP plans and priorities. The Foundation Programme was designed to address fundamental issues,
including PFM, poverty monitoring and donor coordination, whilst the Support Programme covered GolL’s four national
priorities of HIV/Aids, Job Creation, Food Security and Governance, and Safety and Security.

6 Accounts for the period from 1996/97 to 2000/01 remained unprepared for some years before parliament accepted that they could not be prepared
with any acceptable degree of accuracy.

7 At the time Lesotho had been identified as one of DFID’s 16 priority partner countries in Africa.
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The Foundation Programme comprised three strands: public financial management, poverty monitoring, and donor
harmonisation. The programme document described six main outputs:

B strengthened public financial management
effective accountability systems
transparent procurement systems

|
|
B systematic poverty monitoring, and
|

evidence-based civil society advocacy and performance assessment; and effective harmonised donor working.

The first three of these were part of GoL’s PSIRP. Other main elements were decentralisation (led by the World Bank and
Germany’s GTZ) and improvements to the public sector operating and personnel systems, supported principally by the EU
and Irish Aid. The Foundation Programme was intended to focus on systemic and structural policy issues that were necessary
for successful implementation of both the PRS and the PSIRP programme. It was also seen as the foundation for potential
future poverty reduction budget support as parallel sector inputs were phased out, subject to financial systems being
sufficiently robust, continued good governance and a sound democratic process.

The Foundation Programme was originally intended to end in 2008. However this was subsequently extended to September
2010 to allow more time to bed in the new Integrated Financial Management Information System, to fully roll out the MTEF,
to assess the implications of procurement reform, and to allow time for the reorganisation of the Ministry of Finance and
Development Planning to be completed.

Challenges for Professionalisation of Public Financial Management

In considering the fundamentals of professionalisation (in whatever discipline), two factors have obvious significance — the
demand for professionals; and the supply of professionals. The former arises from the demand from firms and government for
the services of professionally qualified personnel (teachers, doctors, lawyers, accountants) and the latter from the capacity of
a country’s education and training systems to generate sufficient potential professionals of the right calibre.

On the supply side, the relatively low rates of gross enrolment (39% of the relevant age group®) in secondary education in
Lesotho mean that the educational attainment of prospective students for a programme of professional education and
training is much lower than might be expected in more mature economies. International Education Standard (IES) 1 of the
International Federation of Accountants (IFAC) stipulates that entry requirements to a programme of professional accounting
education should be at least equivalent to that for admission into a recognised university degree programme, but in Lesotho
this has proved impossible to achieve in practice, given the need to train large numbers of accountants and auditors quickly.
This problem is further compounded by the very low rate of enrolment in tertiary education (3.9%°), which means that in
both relative and absolute terms the number of graduates educated to the standard required to support the demands of

a professional qualification regime is very small relative to the need for professionals in Lesotho. The attractions of better
opportunities, salaries and working conditions in Lesotho’s much larger (and richer) neighbour South Africa adds further to
the challenges of creating the level of supply required.

Turning to the demand for accountants, Lesotho’s economy is largely based on limited agricultural and pastoral production
and on light manufacturing.’® In such an environment, the demand for accounting and auditing services, historically one

of the common drivers for the establishment of an accounting and auditing profession in the private sector, will be quite
low. Although the case for professionalisation of PFM can be made in its own right, without reference to the private sector,
this may have led to little pressure for similar developments in the public sector. In this sense, therefore, the structure of
Lesotho’s economy represents a constraint on the development of the accounting and auditing profession generally in the
country. This may have significant consequences, including low demand for accounting and auditing services, and therefore
little incentive for individuals to seek to enter the profession.

8 World Bank website.
9 World Bank website.

10 Kingdom of Lesotho: Selected Issues and Statistical Appendix (IMF Country Report No. 08/13, April 2008).
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Lesotho’s PRS and PSIRP ought to be positive drivers for change, intended as they are to improve the delivery capacity,
effectiveness, accountability and transparency of public services. PFM reform is one of the main elements of the PSIRP.

The effectiveness of such ‘distant’ levers for change, however, depends on the identification of professionalisation as a key
component of PFM reform. It has only been with the inception of the DFID-funded PFM reform programme in Lesotho, and the
introduction of the CIPFA programme that this connection has been made.

The decentralisation policy adopted by GoL may, in time, create demand for professional PFM practitioners. If districts and
communities are to manage the resources allocated to them and, ultimately, collected by them, then they need to have
professional staff properly trained in PFM. There is also recognition in government of the need for professional ‘uplift’ in the
public sector in the country, and this also ought to support the creation of an environment conducive to professionalisation.

Development Partners’ Influences

Donors and development partners have signalled a drive towards professionalisation of the PFM function in Lesotho in a
number of ways. These include the World Bank’s 2007 Public Expenditure Management and Financial Accountability Review
(PEMFAR) on the development of PFM capacity in the Government of Lesotho; and Action 1a of the World Bank’s Africa
Capacity Development Management Action Plan (CDMAP), Strengthening Public Financial Management and Accountability,
with its objectives of increasing the number of qualified accountants and auditors in Africa generally, and supporting the
development of local training and accreditation institutions.

Analyses of expenditure programmes and other sources have referred to weaknesses in project programming and execution
in Lesotho, exemplified by under-spending of the capital budget. Development partners have seen it as essential that
government increases its efforts to improve project execution, especially in view of the need to use donor funds within an
agreed timescale or lose the funding. To speed up the execution of some domestically financed investments, authorities have
started using public/private partnerships (PPPs). Managing PPPs requires careful contract drafting and close monitoring. It
also requires staff with relevant finance skills, generally those acquired through the holding of a professional qualification,
and this is lacking in Lesotho.

Donors have also consistently argued that strengthening expenditure management would help ensure a good level and
quality of spending. The PSIRP has resulted in improvements in this area, including the introduction of a medium-term
expenditure framework (MTEF), strengthening budget planning and execution, and public procurement reform. All line
ministries were required to prepare budget framework papers for the 2008/09 budget to cover a three-year period. However,
due to capacity limitations in line ministries, the full MTEF was piloted in six ministries only. Donor partners have encouraged
GolL to extend the MTEF to all ministries as soon as feasible, following the recommendations of the PEMFAR assessment.
There is agreement on both sides that the use of the MTEF would help further align the budget with development priorities.

In relation to the decentralisation of powers to districts and communities, the EU Country Strategy Paper 2008—-2013
identified as “the most pressing issue” the realisation of “equitable, automatic and robust resource transfer arrangements
from Central Government to supplement local revenues, including the establishment of planned District Development Funds
at the disposal of the elected local authorities”. A professionalised PFM function in the country is an essential concomitant to
the implementation of these arrangements.
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of Public Financial Management

in Lesotho

The Accountancy Profession

The accountancy profession in Lesotho is in the hands of
the Lesotho Institute of Accountants (LIA). The profession
has traditionally been heavily orientated towards the
private and parastatal sectors and LIA was established
under the terms of the Accountants Act of 1977 (as

The mission of LIA:

“To develop, regulate and enhance a National
Accounting Profession that will ensure local and
international recognition for all its members and

amended in 1984), with the mandate to regulate the
accountancy profession in the country. More specifically,
LIA exists to:

support them in providing quality services in the
public interest”.

. e . Its vision is:
B determine the qualifications of persons to be admitted

as members “To be, in three years, a national professional body,

operating on international standards and practices.
Its membership qualifications will be well accepted
locally by employers, clients and public at large,
regionally and internationally recognised. It will offer
full technical support to its members and will attract
and retain members through its professionalism.”

B provide for training, education and examination
by the Institute or any other body of persons
practising or intending to practice the profession of
accountancy, and

B set the standards and rules governing the practice
of accountancy and ensure compliance with these

standards and rules.

There have been ongoing discussions about a new Accountants Act since it was first proposed in 2005, but no progress has
been made.

LIA is guided in its work by a council, elected annually by the members; its composition is laid down in the Accountants Act.
Both the Accountant General and the Auditor General of Lesotho are, by virtue of his office, members of the council. The two
officers of LIA, the president and the vice-president, are elected annually by the council.

Much of the work of LIA is done through a system of sub-committees, made up of volunteer members of the Institute. This
work is coordinated on a day-to-day basis by the secretariat, headed by the chief executive. In early 2010 the secretariat
consisted of seven members of staff, in addition to the chief executive, and included a technical manager and two technical
officers. There is an extensive sub-committee structure, including a public sector committee.

LIA offers three classes of qualification: Technician, General and Chartered Accountant. Technician accountants are qualified
to act as bookkeepers in small- and medium-sized enterprises (SMEs), or as audit assistants. General accountants are
qualified to prepare financial statements and tax returns of SMEs, to provide financial management services to SMEs or

to act as audit assistants or tax advisors. Chartered accountants are able to prepare financial statements and tax returns

for large enterprises, groups of companies and multinational companies, to provide financial management services to

such enterprises or to act as an auditor or tax advisor. Admission to membership at these various levels is subject to the
attainment of minimum periods of experience. Membership at all levels is divided into two categories: ‘in-practice’, for those
with adequate auditing experience, and in ‘other occupations’, for those employed in industry.

Students wishing to become eligible to apply for membership of LIA must complete the qualifying examinations of the
Institute. LIA’s current qualifications framework is essentially that of the Association of Chartered Certified Accountants
(ACCA) of the UK, and a joint examination scheme agreement exists between LIA and ACCA which allows Lesotho candidates
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to sit papers in taxation and business law in accordance with Lesotho law and practice. Tuition for students wishing to
take these examinations is provided by the Centre for Accounting Studies (CAS). Students who complete defined stages
of the ACCA qualification, with its Lesotho variants, are eligible to apply for automatic membership of LIA. Holders of the
qualifications of other bodies in membership of the International Federation of Accountants (IFAC) may also apply for
membership of LIA, but each such application is dealt with individually in accordance with LIA’s admission criteria.

LIA’s strategic development plan covering the period 2009-2011 identified a need to “enhance public sector accountancy
education and involvement in the Institute development agenda”. It envisaged the development of a qualifications
framework for public sector accounting in Lesotho and the commissioning of education and training programmes. In

2009, LIA was successful in obtaining an Institutional Development Fund grant from the World Bank, with the objective

of improving its education and training programme for professional accountants. A major component of the grant was to
“develop the LIA qualification system to qualify members for Public Finance Management requirements”, an objective which
has now been broadened to cover the development of a qualifications framework to cover all aspects of the Lesotho economuy.
As of November 2010 the work in relation to the implementation of this component is still to get under way.

LIA is an affiliate member of the Eastern, Central and Southern Africa Federation of Accountants (ECSAFA), which coordinates
the development of the accountancy profession, and promotes internationally recognised standards of professional
competence and conduct in the region. LIA is also a member of IFAC. In this way LIA may be seen to be connected to the
institutional framework of the PFM international architecture!* and therefore able to play its role in the wider regional and
global PFM system.

In mid 2010, LIA’s membership*? totalled 304. Of these, 66 were in practice and 230 outside practice. Of those in practice, 40
were chartered accountants, eight were general accountants and 18 were technician accountants. Outside public practice,
these ratios were reversed, with 82 of the 230 chartered accountants, 46 general accountants and 102 technicians. LIA also
had eight life members.

Accountancy Training Providers

The National University of Lesotho provides degree courses in business and accountancy, and accountancy is taught as a
discipline in the technical education system leading to the award of local certificates and diplomas. However, the major
provider of accountancy education and training leading towards professional qualifications is the Lesotho Centre for
Accounting Studies (CAS). CAS was established in 1977 to complement the formation of LIA and was funded in its early years
by what is now Irish Aid. The main activity of CAS throughout its existence has been to provide the tuition to support the
professional programmes of LIA, which in recent years has effectively meant following the professional qualification regime
of ACCA, for which it is the nationally recognised tuition provider.

The Public Financial Management Institutional Architecture in Lesotho

The institutional architecture of Lesotho PFM is mapped in Annex 1. This diagram, which is based on the 2009 CIPFA
publication Public Financial Management —a Whole System Approach, sets out the hierarchy of organisations at
international, regional and local level which, either actually or potentially, influence and/or are involved in the PFM process
in Lesotho. At international level, bodies such as IFAC (and CIPFA itself) influence the global nature, standards and coverage
of PFM, and underscore the importance of professionalism in the process. At the next level are the bodies which operate
regionally within the profession itself (such as ESAAG and ECSAFA), or contribute to it through, for example, capacity
building. At the lowest level are the in-country institutions such as local regulatory bodies, professional associations and
tuition providers (universities, technical colleges and the private sector). To the left-hand side of the diagram are listed the
organisations that provide the links running through the hierarchy — primarily donor bodies involved in supporting reform in
the PFM sector.

11 Public Financial Management and the PFM International Architecture — A Whole System Approach (CIPFA, 2009).

12 Source: LIA website (www.lis.org.Is).
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In Lesotho, at the country level there are a number of bodies with the potential to influence the quality of PFM, beyond the
Government and the legislature. LIA, essentially a body serving the needs of the private sector, has recently sought to widen
its scope of activity and influence to include the public sector. In 2008 the South Africa chapter of the Institute of Internal
Auditors began providing training to staff from the Government internal audit service. Around the same time the Institute for
Development Management inaugurated a programme of training leading to the examinations of the UK Chartered Institute of
Purchasing and Supply. CIPFA has also been active in Lesotho since 2006, where it has been working with support from Irish
Aid to help professionalise PFM in the country.

First Steps

By 2004 it had become clear that something needed to be done to ensure a supply of properly trained PFM specialists —
accountants, auditors, budget staff —in Lesotho. In 2005 CIPFA was invited to support the DFID PFM reform programme

by carrying out a review of a series of then recent reports dealing with PFM and related training needs in Lesotho. The
intention was to use this as a basis for assessing the feasibility, suitability and acceptability of introducing a programme of
professionalisation. The assessment carried out by CIPFA highlighted the advantages of such a programme over the more
traditional approaches to training, involving mainly ad hoc training initiatives, that had been followed in the country. In
particular it showed the following:

B Development of a scheme of professional PFM education and training is based on the experience and expertise of a
recognised competent professional body. The areas of skills and knowledge are therefore those that the body believes
are essential for the education and training of accountants, auditors and financial managers working in government and
in the public sector more widely. This knowledge is generally derived from the body’s long experience in meeting the
education and training needs of its members and prospective members.

B Schemes of professional PFM education and training are designed to equip staff with the skills to perform effectively
in the workplace. Such schemes are therefore intrinsically practical in nature, and directly related to the needs of
the workplace.

B Such schemes combine education and workplace-based experience and training. The education component essentially
provides the knowledge - the conceptual base - on which the practical skills are developed. That knowledge ensures
that the skills may be applied in different contexts, and therefore helps to ensure that students are able to apply their
skills in a wide variety of contexts, and in a changing environment. Skills are also directly and demonstrably relevant,
because they are related to the requirements of the workplace. The scheme produces accountants, auditors and financial
managers who are essentially practical in their application of knowledge.

B The areas of knowledge and skills that form the scheme are related to each other: the scheme is structured, systematic
and usually progressive in nature. This means that participants may be confident that the scheme is comprehensive, that
it addresses all relevant areas of knowledge and skill needed to produce members of staff with the defined competences,
and that learning and development occur in a planned and measured way. By way of contrast, ad hoc training is, by
its very nature, unstructured and non-systematic. It is unlikely to be comprehensive without undertaking the kind of
extensive and time-consuming research and design that has gone into a professional body’s scheme. Elements of an ad
hoc programme of training may also be contradictory, since there would rarely be any attempt to cross-refer courses to
ensure consistency of approach and content.

B Modern, well-designed schemes of professional PFM education and training represent a starting point for a programme
of lifelong learning, because successful graduates from the scheme will be encouraged to maintain and update their
knowledge and skills for as long as they remain in employment. Ad hoc training contains no such long-term commitment.

CIPFA’s recommendation - that a scheme of structured and systematic professional PFM training, covering all of the areas

of accounting, auditing and financial management knowledge and skill required by staff working in government should be
preferred to an ad hoc approach - was accepted. In the more detailed feasibility study that was carried out, CIPFA identified a
number of key characteristics of the environment in Lesotho bearing directly on the professionalisation of the PFM function
in the country. These included:
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B ademanding strategic change agenda set by the MFDP, with at least 10 major initiatives planned or under way, each of
which had some bearing on professionalisation

B an accountancy regulatory environment, as defined in the Accountants Act of 1977, that had been put in place at a time
when there was no concept of a PFM profession

B a wider education environment that offered the prospect of introducing a South Africa style approach to qualifications
management, and that might therefore affect the way in which professional PFM education and training schemes were
designed and operated

B an internal control environment and fiscal discipline that had been independently described as “weak”, and

B arelatively undeveloped human resources function in government, and a Public Services Commission in need
of modernisation.

In making its recommendations, CIPFA recognised the challenges posed by these key environmental conditions. To quote
from the feasibility report itself:

“Any one of these change initiatives represents a major challenge for even the most well organised public body. Taken
together they constitute a programme for change that will test the quality of the managers in MFDP and their ability to
maintain current operations and services whilst implementing this new agenda. To add to this lengthy list [of change
initiatives] the introduction of a scheme of professional public sector accountancy and audit training seems almost perverse
in nature. Almost every one of these new initiatives will impact directly on the education and training scheme that would
have to be introduced, since they will all affect the accounting, auditing and financial management environment in Lesotho.
It will therefore be necessary to consider carefully how the introduction of the CIPFA scheme should be managed, taking into
account the demands that are likely to be made of managers in MFDP and elsewhere over the next five and more years.”

The report considered carefully the option of deferring the move towards professionalisation until some future point in time
when conditions might be more favourable. However this was rejected, on the grounds that:

B Given the nature and length of the change agenda facing MFDP, it was simply not possible to identify a point in time
within, say, the next five years, when more stable conditions might be expected to exist.

B There was an immediate need for professional public sector accountancy and audit training. Deferring its provision for
five or more years would increase present problems rather than helping to reduce them.

B The scale and nature of the activity that would be required to obtain approval for introducing the scheme, and for making
the necessary adaptations to the scheme elements and courseware, would not reduce by deferring its introduction.

The report concluded that there was no advantage to be gained from deferring introduction of the scheme and, indeed,
considerable benefit from introducing it as soon as was practical. The report therefore recommended the implementation

of a scheme of professionalisation, based on the adoption and modification of CIPFA’s own International Qualifications
Framework,'* with the Centre for Accounting Studies in Maseru as the local training partner, and with the full involvement of
the local professional body, the Lesotho Institute of Accountants. In making that recommendation the report also identified a
number of actions that would be necessary to mitigate the risks associated with the key environmental conditions identified,
and these were accepted by all stakeholders.

The CIPFA programme in Lesotho was implemented in December 2006, with the first intake of students beginning their
studies in January 2007. They enrolled on CIPFA’s International Certificate and Diploma in Public Sector Accounting and
Auditing (the ICD). This is a two-stage programme, offering progression from the initial certificate course to the second
diploma course. At the certificate stage students study financial accounting, auditing and information systems; there is also
a ‘local’ module, ‘the PFM Environment in Lesotho’, that is developed in country and covers all of the country-specific aspects
of PFM. The diploma course has a more managerial aspect, consisting of management accounting, financial management
and ‘general’ management.

13 At that time CIPFA’s International Certificate and Diploma in Public Sector Accounting and Auditing.
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Piloting the Scheme

The scheme was formally launched in the country in December 2006, as a pilot version, to run during 2007 and 2008. This
was intended to allow one full cohort of students to pass through the certificate level of the scheme, at which point a formal
evaluation would be carried out, before a decision was taken on extending the pilot fully. The pilot project objectives were to:

B demonstrate in a practical way the feasibility of operating the CIPFA scheme in Lesotho
B create the capacity locally to operate, maintain and develop the scheme without external support

B stimulate the development locally of the concept of ‘professionalism’ in public sector financial management, which
includes auditing

B produce a business plan that would help to ensure the long-term viability of the scheme,

B recommend a plan of action to implement the business plan.

As part of its programme of support, CIPFA provided the student learning materials and other components of its International
Certificate and Diploma in Public Sector Accounting and Auditing. This was essential; there are no generally published
materials for PFM education courses, unlike the situation in relation to the private sector counterparts. CIPFA also provided
assessments, and quality assured the local examination and marking processes, as well as running a number of specific
training and capacity development initiatives, aimed at staff of the local education and training provider, the Centre for
Accounting Studies.

The first 76 students were enrolled on the programme in January 2007. These were followed by additional intakes in January
and June 2008 before the evaluation of the pilot project was carried out. There were then further intakes of students bi-
annually up to January 2010 a total of 322 students enrolled on the programme, from the 530 that had been identified as
comprising the target training population.

The Centre for Accounting Studies (CAS), established some 30 years before the start of the CIPFA programme with the support
of the Irish Government, acted as the local course provider. Examinations management and administration, along with local
assessment services, was provided by the Lesotho Institute of Accountants (LIA). Relationships between CIPFA, LIA and

CAS were defined and regulated through a joint Memorandum of Understanding involving the three parties. Responsibility

for steering and oversight of the pilot was adopted by a project board, chaired by the Deputy Accountant General and

with representation from all key government stakeholders, including the PFM Reform Coordinating Unit and, in time, the
student body.

The project board met from time to time throughout the life of the pilot and was provided with regular information relating

to key aspects of progress, including examination results and student enrolments. Meetings were most common during the
period of CIPFA’s missions to Lesotho, and the board found it difficult to carry out its role when CIPFA was not in the country.
Part way through the pilot phase the board chair withdrew, and the board was in effect chaired on an interim basis until the
appointment of a new Accountant General in early 2010, the previous incumbent having left government service in 2008. The
long-term absence of a substantive Accountant General led to significant breaks in the ‘chain of command’, and meant that
an important line of communication to the Principal Secretary Finance was weakened.

Most of the activity during the first year of the pilot was devoted to the key tasks of:

B enrolling students and providing tuition to help prepare them for the assessment process
B developing the local courseware, which was undertaken by CAS, with CIPFA’s guidance, during the first half of year one

B providing technical and other capacity development of the staff at CAS and of the local examiners who were recruited and
managed by LIA

B adapting the CIPFA Initial Professional Development Scheme (IPDS), which formed the basis for students to acquire the
necessary workplace experience

B familiarising managers and workplace mentors with the requirements of the programme generally, the IPDS scheme in
particular, and their role in these processes
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providing tuition to the students enrolled on the certificate course
establishing the assessment system, including putting in place a robust mechanism for its quality assurance

troubleshooting the inevitable problems that arose during course operation, and

establishing and building the relationships that lie at the heart of success of an initiative of this kind, including
integrating the scheme with the wider PFM component of which it formed a part.

After the first full set of assessments, the performance of the first cohort of students was good, with more than two thirds
completing the first certificate course within 15 months of enrolment. The development of the local module, initially
perceived by the CAS staff involved as highly challenging, resulted in a much-valued asset that captured the distinctive
aspects of PFM in Lesotho.

However progress was not uniform across all fronts. The establishment of a routine system of student records proved
problematic, leading to difficulties in capturing, processing and reporting on basic student data. The IPDS was a new concept
in Lesotho, to students, to managers and mentors in the workplace and to staff at CAS and LIA. Problems of compliance
emerged as a result, that, at time of writing, have still to be satisfactorily addressed. Nonetheless, the project board
maintained its determination to see progress being made, and further cohorts of students were enrolled on the programme in
the second year.

During the second year of the pilot, effort was directed at:

implementing the diploma course

formalising the student enrolment process, in light of the experiences of the first year
continuing the programme of capacity development that had been started in the first year
troubleshooting and resolution of problems and issues arising

preparing for the evaluation of the pilot

beginning to draw up plans for the continuation of the programme beyond the pilot phase, and

planning for the extension of the professionalisation agenda from the core education and training scheme, into the
profession generally in Lesotho.

Year two saw a decline in student performance, and one that continued through into 2009. Investigations to establish the
reasons for this were delayed whilst the formal evaluation of the pilot was carried out, and whilst negotiations for the funding
that would be required to extend the programme continued. Integration of the CIPFA programme into the institutional
environment was also delayed. Although committed in principle to recognising student achievement, government could not
appear to find a mechanism to achieve this. Towards the end of 2009, however, some progress was made, with recognition, in
the scheme of service, of students undertaking the parallel programme of the Chartered Institute of Purchasing and Supply in
procurement training. Assurances were given at the time that similar treatment would be afforded to CIPFA students but the
mechanisms for bringing this about have only just begun to be discussed. There was also little progress made in recognising
PFM student achievement more widely in the accountancy and audit profession in Lesotho, with LIA still unable to decide
what form of membership ought to be offered to successful CIPFA students. Membership of a professional body is, of course,
an essential component of professionalisation.

By the end of the pilot, 57 students had successfully completed the requirements of the certificate course and 12 the
diploma course. By the end of 2009, 211 students had certificates, and 26 had diplomas. The pilot had enabled a number
of valuable lessons to be learned, and these were used to inform the design of the future work programme for the period
following the end of the pilot phase. The overall conclusion of the evaluation was that the central objective — of proving
the feasibility of operating a scheme 