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Abstract

Building robust financial accountability systerais essential step in making the Federal governofeddmalia
(FGS) a more effective institution that is abled&liver basic public services to the people of S@ndhe
purpose of this study is to assess the financiebwautability in the FGS. The study collected datant six
federal institutions employing questionnaires. $#&yeivil servants participated in the study. That® were
analyzed using descriptive statistics of mean @awddsird deviation. The study found that the sysiéfiancial
accountability in the FGS is improving. The stud&ommends to the FGS to upgrade internal contruds a
financial reporting systems, publish significantgat information in a regular and timely mannethe public;
promote public participation in the budget procass strength the auditor general to carry outtscfions
effectively.
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1. Introduction

Accountability is a broad term that reflects a mmg understandings rather than a single paradidrare are
indeed many different approaches and definitiongcabuntability but this study adopts the defimitaf Curtin
& Nollkaemper, (2005). They referred accountabiliya process in which an actor explains condwttgares
information to others, in which a judgement or assgent of that conduct is rendered on the basjsriof
established rules or principles and in which it nbaypossible for some form of sanction to be impgase the
actor .

The presence of sound public financial accountgbiias several indicators. For one, a country kelyi to
manifest public financial accountability if its listative committees and audit committees providatfocitizens
crucial oversight of the country’s public financésother indicator is the existence of budgeting ancounting
systems that promote performance and that captunkcpprganizations’ economic transactions acclyaed in
a timely way. A country may be publicly accountafitencially if it maintains internal control aneormance
reporting systems that check the bad recordkeeaimnoncompliance with rules and regulations (Sa&ga
Chakrapani, 2000).

Legislatures play a critical role in the managenapublic finances. As part of their budget demisimaking
responsibilities, legislatures approve the natidnadiget and subsequently provide oversight as tkeeutive
implements the budget ( (International Budget Rastnip, 2012). Auditing is a crucial component obsin
modernist conceptions of accountability since igitienates the information on which formal, finarcia
accountability rests (Gendron, Cooper, & Townle§PP). The fundamental role of an auditor is to mtev
independent assurance to external users thatrcfalaeport of an entity is accurate and reliable.

Financial reporting plays a major role in fulfilgrgovernment’s duty to be publicly accountable iheanocratic

society. Financial reporting is used in assesstup@antability by comparing actual financial resuligh the

legally adopted budget, assessing financial caditand result of operations, assisting in detemmgini
compliance with financial laws and assisting in leating efficiency and effectiveness (Wilson, Reék,

Kattelus, 2010).

Budget is a plan of financial operation embodyimgestimate of proposed expenditures for a giverogesf

time and the proposed means of financing them. imnuah more general sense, budgets may be regasded a
devices to aid management in operating an orgaoizanore effectively. Governments build budgets to
demonstrate compliance with laws and to communipatéormance effectiveness (Wilson, Reck, & Katielu
2010).

Internal control is at the heart of accountabifity a nation’s resources and how effectively gowsgnt uses
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them. It serves as the first line of defense iegafrding assets and preventing and detectingsefraud, waste,
abuse, and mismanagement. Internal control provie@sonable assurance that an organizations’ olecire
achieved through effective and efficient operatjmediable financial reporting and compliance wilistws and
regulations (United States Government Accountab@iffice, 2005).

This study assesses the financial accountabilitthénfederal government of Somalia. Financial antaility
requires governments to justify the raising of pribésources and the purposes for which they axd (&ilson,
Reck, & Kattelus, 2010).

The federal government of Somalia relies on extesparces of funding with widespread misuse of fubl
resources (Chene, 2012). Somalia has consisteatiked among the world's most corrupt countries in
Transparency International's Corruption Perceptlodex since the country was first introduced in the ragki

in 2007. In 2013, Somalia scored eight; highly aptr(Transparency International, 2013).

Public financial management self-assessment repade by the ministry of finance and planning (2013)
revealed weak parliamentary oversight over pubilarfcial management functions, lack of comprehensiv
reporting on the use of state resources and thenabof a truly independent auditor general (Fédeeaublic

of Somalia, 2013).

The remainder of the paper is organized as folldwsthe next section, we briefly describe publisaficial
management reforms by Mohamud's administratiorhénfirst year of his governance (2012-2013). Sac8o
describes the methodology of the study and sedtitie results of our assessment of the six agérimiascial
accountability. Section 5 discusses the extenthizlwvthe results are consistent with the claimudiliz financial
management reforms by the current government. Welgde by emphasizing the main contributions of the
research.

2. Public Financial M anagement Reforms

The current federal government of Somalia inhergeduption that became a system of governance ftem
transitional federal governments (United Nationsnifring Group on Somalia and Eritrea, 2013). Hoavev
President Mohamud's administration has clearlyrppized public financial management reform as ofhthe top
three priorities of his government (FTI Consultihgg; Shulman, Rogers, Gandal, Pordy & Ecker, PZQ13).
President Mohamud's administration prepared 2012-Imidget for the fourth quarter of 2012 and 20h8ual
budget and obtained parliamentary approval. Thesgdts were the second legally adopted budget8 years
of transitional governments (FTI Consulting, IntiuBnan, Rogers, Gandal, Pordy & Ecker, P.A. , 2013)

The federal government of Somalia with the helg@fernment of Norway developed a temporary mutiat
trust fund called special financing facility (SFFJhis facility will make up the shortfall of 2018idget (Central
Bank of Somalia, 2013).

The federal government of Somalia modernized sglagment system with the purchase of biometric @ayr
system. Civil servants were enrolled to the neviesysand their salaries were paid from the SFF atciouthe
central bank of Somalia (Central Bank of Somal@l 3.

The federal government of Somalia (2013) advertipeditions of auditor and accountant general in the
newspapers for their first time and proposed thatsupreme audit institution of Somalia shouldofwllauditing
standards issued by International Organizationupir&me Audit Institutions (INTOSAI).

The FGS were alleged corruption by the United NetidMonitoring Group on Somalia and Eretria on 1 Ju
2013 report. The FGS retained and appointed ansfigative team consisting of attorneys and forensic
accountants to deliver its findings and recommdadatin this Response. The investigative team fahatl the
Monitoring Group Report is so factually inaccurated inexplicably biased that it likely breaches tiplé
investigative fact-finding standards establishedhgyUnited Nations General Assembly.

3. Methodology

The sample size of the study contains 75 respoadédite study collected data from the Central Bank,
Immigration and Nationalization Authority, Ministryf Finance and Planning, Mogadishu Sea Port, ©ffit
Parliament and State House because they were @ltegruption.

To select the respondents, the researchers usgth@udal sampling techniques of non-probability stamgp
because the researchers cannot obtain the liskdfdlected agencies' employees. Therefore, datacobected
from those people who are conveniently availabtkaitling to co-operate.

The researchers collected primary data using quesires. The first section of the questionnaientidies the
demographic characteristics of the respondents.stleend section assesses the financial accoutyahilsix
federal agencies employing Likert scales. A fivénpaikert scales ranging from "strongly disagréz"strongly
agree" were used to assess the respondents’ agtetowards statements. The researchers distribred
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guestionnaires to those agencies using hand dglivethod and ensuring voluntary nature of partibipe five
guestionnaires were not returned and the respatsemas 93%. The researchers analyzed the quisetitita
using descriptive statistics of frequency, crossil@ion, mean, mode, median and standard deviation

4. Findings
4.1. Demographic Characteristics of the respondents
The table 2 below shows demographic characterisfitise respondents.
Gender: More than 75% of the respondents are male and &4%emale. Hence, women employment is low in
Somalia.
Age: 19% of the respondents are at the age of 15-Z&, @6the respondents are at the age 26-40, 44%eof t
respondents are at the age of 41-60, which is gieecd the majority of the respondents and 1% ofntlage
above 60.
Education: 30% of the respondents hold post-secondary dipl@®% of them hold bachelor degree, which is
the majority, and master and PhD holders are 1294 & respectively.
Employer: 16% of the respondents are statehouse employé®sale office of the parliament employees, 23%
are Ministry of Finance and Planning employeescivlis where the majority of the respondents areleymm,
21% are Central Bank employees, 19% are Mogadistau Port employees and 7% are Immigration and
Nationalization Authority employees.
Title: The majority of the respondents (62%) hold finahgiositions, 14% hold audit positions and 24% hold
other positions.
Experience: 19% of the respondents had less than one-yeaqpefience, 30% of the respondents had 1-3 years
of experience, 36% had 3-7 years of experience3&ft6 had more than 7 years of experience.

Table 2: Characteristics of the respondents

Profile of the respondents Frequency Percent Cumulative Percent
Gender
Male 53 75.7 75.7
Female 17 24.3 100.0
Age
15-25 years 13 18.6 18.6
26-40 years 25 35.7 54.3
41-60 years 31 44.3 98.6
Above 60 years 1 1.4 100.0
Education
Post secondary diploma 21 30.0 30.0
Bachelor 39 55.7 85.7
Master 9 12.9 98.6
PhD 1 1.4 100.0
Employer
State House ( Office of the presidency) 11 15.7 715.
Office of the parliament 10 14.3 30.0
Ministry of Finance and Planning 16 22.9 52.9
Central Bank 15 21.4 74.3
Mogadishu Sea Port 13 18.6 92.9
Immigration and Nationalization Authority 5 7.1 100
Title
Financial position 43 61.4 61.4
Audit position 10 14.3 75.7
Other 17 24.3 100.0
Experience
Less than one year 13 18.6 18.6
1-3 years 21 30.0 48.6
3-7 years 25 35.7 84.3
More than 7 years 11 15.7 100.0

4.2. Size of the Selected Agencies

According to cross tabulation analysis in the tai#éow, Immigration and Nationalization Authority & small
agency employing 10-49 employees, Office of thesi@ency, Office of the Parliament and Central Bank
medium institutions employing 50-249 employees Midistry of Finance and Planning and Mogadishu Sea
Port are large institutions employing more than 25iployees.
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Table 3: Size of Agency
Small (10-49 employees) Medium (50-249 employees) Large (250+ employees)
Immigration and Central Bank Mogadishu Sea port
Nationalization Aothority
Office ofthe Parliament Ministry of finance andaRhing
Office of the Presidency

4.3. Financial Accountability Dimensions
The first objective of the study is to examine intd financial control in the federal institutiorie study found
that systems of segregation of duties, documemtatiothorization, physical control and record kagpéxist in
the selected federal agencies. In addition, therbdchgencies have internal auditors who verifyrthecounting
records.

Table 4: Descriptive Satistics of Internal Control

No Satements Mean Sd. Deviation I nterpretation

1 The accounting personnel of this agency aBeB4 1.125 Good
separate from purchasing and cashier duties.

2 All economic events of this agency ar8.91 974 Good
supported by adequate documentation.

3 High-ranking officials authorize all 4.04 .939 Good
expenditures of this agency.

4 Assets of this agency are physically protected. .96 3 1.083 Good

5 This agency maintains its accounting records10 .764 Good
those are reasonable detail and fairly reflect the
transactions.

6 This agency has an internal auditor who verifi€s96 .955 Good
the accounting records.

Overall Score 3.97 .529 Good

The second objective is to examine budget practifabe selected federal institutions of Somalibe Btudy
found that the selected federal institutions wiltheir legally adopted budgets. They raise fir@na@sources
and expend in compliance with the budget and dihancial laws. They use the budget as control ey
preparing budget to actual comparison statements$aking corrective actions if variance exists.

Table 5: Descriptive Statistics of Budgeting

No Satements Mean Sd. Deviation I nterpretation

7 This agency has a budget that approved By96 .875 Good
legislative branch.

8 This agency raises financial resources afd/6 1.122 Good

expends in compliance with budget and other
financial laws.
9 This agency compares its actual financial resu#t04 .908 Good
to a legally adopted budget and takes corrective
action if variance exists.

10 This agency prepares budget-to-actudl99 .970 Good
comparison statement.
Overall Score 3.94 551 Good

The third objective of the study is to assess ttewanting and financial reporting in the federadtitutions of
Somalia. The study revealed that the federal intstits follow accounting and financial reportingppedures
approved by the Accountant General of Somalia aeggre reliable and timely financial statementséhare
publicly accessible.
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Table 6: Descriptive Satistics of Financial Reporting

No Satements Mean Sd. Deviation I nterpretation

11 This agency follows accounting and financid@.93 1.026 Good
reporting procedures approved by the
accountant general.

12  This agency prepares financial statements ab884 991 Good
its assets, liabilities, expenditures and revenues.

13 The financial statements of this agency aB93 1.040 Good
reliable and timely presented for accountability.

14  This agency publishes its financial statemer@91l 1.018 Good
and it is publicly accessible.

Overall Score 3.93 .608 Good

The fourth objective of the study is to identifyetexistence of external financial audit and ovétsion the
selected federal institutions of Somalia. The stimiyd that the financial statements of the surddpstitutions
are audited by Auditor General of Somalia, an irshejent Supreme Audit Institution. The Federal Banint of
Somalia also asks these agencies to justify howtiee and use the public resources to providdéigsérvices.
In addition, sanctions are imposed on the actoesrwhisuse of public resources is found.

Table 7: Descriptive Satistics of Financial Audit and Oversight

No Satements Mean Sd. Deviation I nterpretation
15 The financial statements of this agency aB90 1.052 Good
audited by an independent Supreme Audit
Institution.
16  The legislative branch asks this agency tofjusti3.81 .967 Good
how public resources is raised and used to
provide services.
17  Sanctions are imposed on the actors in the c8%80 1.172 Good
of misusing public resources for private gain.
Overall Score 3.77 .739 Good

5. Discussion

This study assesses the financial accountabilitythim federal government of Somalia by analyzingr fou
dimensions of financial accountability. The studyrid that the financial accountability system ia #GS that
protects the country against corruption is imprgvin

This finding confirms the investigative team's doston that there is a functional Public Finandinagement
(PFM) system in place rooted in law and procednotuding a system of internal controls and thag, fdderal
government has taken meaningful action to impraeecapacity of PFM institutions of government.

The study differs in its scope and time the 2018amsessment report that revealed a weak PFM raystbe
scope of our study was limited to six federal ngibns and studied the first year of the FGS (22023) while
confirms some of the findings of the self-asses$meport.

The self-assessment report found that an interadlt ainit has been set up recently but is not yaiy f
operational and at present is only attempting vougbf transactions; the Accountant General doégrepare
annual financial statements for audit instead stmpkeipts and payments schedules are preparearédouriot
made available to the public. In addition, the mxé auditing function is currently weak while parhent does
not receive audit reports and therefore there argefates on audit findings on budget execution.

Our result was subject to limitations: Firstly,stsurvey reflected the opinions of the selecte@ri@dagencies
employees. It did not investigate the reality ddittassertions. Secondly, this survey did not stindyfunctions
of the auditor general and parliamentary sub-cotesifor financial oversight on public Institutionsle will
study their authorities and responsibilities whiea financial year ends (2014). However, this stadgcludes
that the current FGS has made considerable imprentain establishing financial accountability systthat
can protect the country against corruption.

6. Conclusion
The purpose of this study is to assess the finhac@ountability in the FGS. The study found the system of
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financial accountability in the current FGS is imping. The study recommends to the FGS to upgnaigenial
controls and financial reporting systems; publignificant budget information in a regular and tlgnenanner
to the public; promote public participation in thedget process and strength the parliamentary ctieerfior
finance and planning and auditor general to cautytleir functions effectively. The study also segig to the
civil society organizations and donor agencieslay @ more active role in promoting transparenay tamancial
accountability in Somalia.
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