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Improving Public Financial Management

• Context 
• There are some challenges…
• Tackling the challenges
• Is better accounting the answer?
• The to‐do list…
• A role for the accountancy profession
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The well‐managed public finances!
High quality public accounting is necessary to deliver:
• Meeting the legitimate expectation of citizens
• Taxation that is fair
• Better value for money for public expenditure
• High quality public services
• Provide Confidence to institutional investors
• Enable stability and growth

Context: the whole point of the exercise
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To manage the public finances well implies:
• Accountability for public money 
• Accurate records of Assets and Liabilities
• ‘No surprises’ on payables and receivables 
• Good understanding of cause and effect relationships
• Accurate forecasting of the cost of delivering policies

Even in relatively advanced countries, for example UK, 
New Zealand, Australia, there is still some way to go…

Context: the whole point of the exercise
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“…shortfalls in financial management have significant 
consequences. The over-commitment in future spending 
plans has led to additional savings being necessary. 
During 2009-10, the Department had to find additional 
savings of £800 million to bring its planned expenditure 
back into line with its budgets. Finding these reductions 
mid-year is a time-consuming and de-stabilising exercise. 
Many areas have to revisit or adjust their plans leading to 
delays, material changes to project specifications and 
costly renegotiation of contracts with industry. Delaying 
projects also leads to significant increases in the project 
cost.”

Sir Amyas CE Morse

Comptroller & Auditor General
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Improving Public Financial Management

Some of the challenges…. 
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This image cannot currently be displayed.

The completeness challenge: what is inside the 
financial management boundary? 
- what entities are included?
- what assets?
- what liabilities?

Who decides where the boundary is?
How often does the boundary change?
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The existence challenge: are the records 
accurate? 

Over 2.5 million lines of inventory in over 1000 
locations…. 
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The valuation challenge - what is it worth?
- purchase price?
- replacement value?
- does it matter?
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Tackling the challenges

No shortage of initiatives to improve public financial 
management! 

It is not enough to implement modern accounting
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Tackling the Challenges: WGA
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Is better accounting the answer?

• Effective financial management needs complete, accurate and 
timely numbers, consistently presented – this is the start point but…

• …the real value comes from using the numbers to support policy 
and decision making:
– Trend analysis
– Analytical review
– Cause & effect relationships

• Value also comes from the experience of putting theory into 
practice “trying stuff out” & the associated learning
– Process of iterative implementation develops insight
– Decision makers start to think differently with new information
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The ‘to‐do’ list:

20 years on we still have not fully embedded modern financial 
management in the thinking of policy makers:
• We’ve got the information – we’ve only just started to use it!
• Financial systems are still not well joined up 
• Too much ‘building on the rubble’
• Challenge of creating an ‘efficiency culture’  

Keeping a cadre of skilled finance staff requires on‐going effort:
• Need a long term strategy to create a ‘pipeline’ of professional staff 
• Need to think carefully about recruitment & retention
• Talent management is the key
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A role for the accountancy profession?

Good quality accounting which links costs to outputs can:
• enhance visibility and understanding of the cost of delivering public 
services

• help recognise the actual cost of policies; and
• Improve financial planning to increase spending power!

Professionally skilled finance staff can:
• Develop a long term financial strategy and associated risk 
management strategy to support delivery

• Create a culture of greater efficiency
• Help prioritise resources to deliver outputs!
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