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Abstract:

The study sought to assess the effectiveness of the Public Financial Management System (PFMS) in financial
planning, controlling and monitoring of public funds in government line ministries in Zimbabwe. The study was
largely prompted by the fact that despite having professionalized it functions and putting in place a system of
responsibility accounting system in 2003, the ministries were still facing a lot of challenges. The primary
research (literature review) revealed features required for an effective monitoring, controlling and planning of
public funds. It was emphasized that the government should be accountable on the use of public funds. The study
was understood in the realism paradigm and employed both qualitative and quantitative (triangulation) methods
of data collection. Exploratory study was chosen for this study in as far as it explored to find out the
effectiveness of PFMS in government line ministries. Exploratory was useful in clarifying the understanding of
the problem, especially when the researcher was not sure of the precise nature of the problem. The target
population for the study were all employees who held management positions and a sample of 70 employees
from the government line ministries was used. Systematic sampling (probability sampling) and purposive or
judgemental sampling (non-probability sampling) were used in this study. The research employed questionnaires
and observations as instruments for gathering data.The researcher revealed that the PFMS is able to produce
budgets from the budget proposal up to the final document. The system has effective internal controls with an
exception on payment procedures and production of reconciliation statement. The end users are not adequately
trained to use the system.Based on the findings of the study and conclusion the researcher makes the following
recommendations: the system needs reliable internal control monitoring on payment procedures. The officers
need to be trained on how to use the PFMS in the production of reconciliation statement. The training period of
the PFMS need to be increased from 8 to 12 hours. Most respondents pointed out that they were not adequately
trained to use the system. The study recommends more intensive training of officers in the application of PFMS.
Key words: Budget, Public Finance Management System, Internal Controls

Introduction

The Government of Zimbabwe in the bid to control, monitor and supervise the management of public funds
introduced a computer based financial management information system for the treasury to have access to all line
ministries. This system is known as the Public Financial Management System (PFMS) and Ernest and Young
helped its design and development.

There must be strategic control of aggregate spending, priority setting and facilitation of greater efficiency and
effectiveness through delegation of management authority and accountability. Decision makers at all levels in
the public sector need a more improved and useful information, this means that the government accounting and
budgeting needs to be innovated in order to enhance the effectiveness and efficiency of its accounting package.
The government of Zimbabwe should be positive and open with public by not limiting the amount of information
it reports on its own performance, thereby at the same time enhancing transparency to the nation. The
government accounting system has to be able to provide appropriate information for decision making processes
and has to be useful to politicians and managers for discussing the strategy in order to achieve the objectives
(Gimeno 1997).

Background to the research: The PFMS is a computer based system which enables government line ministries
to carry out their financial transactions. It was introduced in Zimbabwe in 1997 in a bid to control, monitor and
supervise the management of public funds. It is a single system through which process all expenditure and
receipts. The Treasury centrally manages the system through Central Computing Services (CCS) and accountant
general’s department under the ministry of finance is responsible for the operation of the system.
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In a way to overcome some of the existing problems in the formulation and production of budgets, weak internal
controls and training end users, the government replaced the old system based at the central payment office with
PFMS. The old system used centralized data capture at the point at which the transactions were already
authorized, it was not integrated as it used batch update and it was not user friendly as it did not provide online
enquiry and it used codes limited to financial accounting only.With the use of the old systems the ministries were
regularly overspending their budget allocations and this increased in budget deficit. During the early 1990’s, the
government introduced the stop payment at the central payments office. However, the system was now effective
and efficient that the various stakeholders concerned about public funds management were disappointed because
financial reports on how the government was performing took unreasonable time to be computed and submitted
for scrutiny. This affected timely decisions in terms of financial planning. Ministries failed to properly manage
suspense accounts and this resulted in under budgeting. Proper budgeting was highly as the carry -overs of
expenditures from previous years. The system at central payment office failed to pay suppliers on time and this
affected government operations as suppliers withheld their services. Due to manipulation of the system frauds
occurred and misappropriation of funds were experienced.

Although public financial management system was expected to effective and user friendly, the situation on the
ground was that ministries were still having problems in the budgeting process, internal controls and training of
end users. Suppliers to the government were still complaining of inefficiency in financial reports updates. This
promoted this study to evaluate and assess the effectiveness of the new adopted accounting package (PFMS) in
financial planning and control of public funds in Zimbabwe.

Justification of the research: The AFDB operated in RMCs where corruption was prevalent and transparency
often lacking. Corporate accounting scandals occurred where internal controls were abused by those responsible
for their operational effectiveness. The corruption Perception Index (CPI) 2006, compiled by Transparency
International covering 163 countries, revealed that majority of the African countries in the index scored within
the range of 4.1-4.6. The corruption Perception Indices suggested a prevalence of corruption in African
countries. This implied that the Public Sector Projects funded by AFDB could be in countries where
transparency and accountability were lacking, together with the risk of senior public officers overriding internal
controls to achieve their private gains. Given such control environment within the RMCs, the AFDB operations
faced difficult and challenging scenarios. This study investigated whether the controls used for directing,
controlling and financial planning of public funds in government departments were effective to ensure utilisation
of funds for economic growth and development purposes. This study also provided a framework for assessing
and understanding the structures of the systems of internal controls currently in use the government line
ministries. According to Christopher C. (2003: 345) the function of the management of the government line
ministries was to have sound internal auditors who complemented the effectiveness of the internal controls of the
PFMS and maintain appropriate systems for accounting and internal over financial reporting. The internal
auditors would help the management and directors of finance to carry out audit consistent of the effectiveness of
the internal controls of PFMS in government line ministries. Cowan (2004:145), argued that the risk
management was crucial to the implementation and it had become the component of effective modern
management and further pointed out that the effectiveness of internal controls of PFMS should be properly
checked by auditors who had the independence and management should be separated from this duty since they
were interested parties in the accounts departments. Accordingly, an internal audit function, designed and
deployed effectively, had a positive impact on the control environment of an entity and on the effective design
and operation of internal controls. As an important aspect of internal auditor’s mandate, they could provide the
managers and directors of the government line ministries with the impact of the effectiveness of the PFMS in
financial planning and control of public funds. James,(2008:04), emphasized that the connection between the
auditors and management of the organization has grown more important in light of recent accounting reform and
this was supported by the King II Report on Corporate Governance 2002 which indicated that auditors should be
appointed to assist the management in reviewing the effective internal controls and the significant risks facing
the organization. Whilst the involvement of auditors with management of the organization was good idea in the
effective controls of PFMS, McMullen, (1996:01), argued that for effective internal controls of PFMS, auditors
should have solely outside management and directors because they are not employees of the organization. This
was true in that managers would not be reluctant to the financial reporting problems.
Gildenhuys (1993:43) stated that financial management is based on certain fundamental democratic values
serving as principles in PFMS and the principles were:

a) Public financial decisions should always aim at a reasonable and equitable manner in which public

financial resources could be allocated, as well as at the most effective and efficient way.
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b) The executive authority’s responsibilities were to ensure that a programme had been executed
effectively and efficiently.

The above principles intended to inculcate a financial management culture that focused on effective internal
controls in the use of government resources.
On the same sentiment, the World Bank (2005:1) argued that a good PFMS was essential for implementation of
policies and achievement of development objectives by supporting aggregate fiscal discipline, strategic
allocation of resources and efficient service delivery.
Most importantly, it maintained a ‘single version of truth’ for all reports, in that the various financial systems
used by different national and provincial departments could have the same basis for data classification, ensuring
consistency in the financial reporting dissemination into the public domain (New Economic Reporting Format,
2003:13)

Theory and Empirical Studies

The theory related to public financial management that is discussed focuses on budget process, financial controls
and features of a typical PFMS. According to Parag (1999), financial management is concerned with proper
management of public funds, budget process, the internal controls and continues training of users and it involves
managerial decisions that result in the procurement and utilization of finances and deals with planning,
organizing, directing and controlling the financial activities of an organization. The following Treasury manual
states the budget process from initiation, approval, execution and checking by auditor general.

Budget Process: The theory related to public financial management that is discussed focuses on budget process,
financial controls and features of a typical PFMS. According to Parag (1999), financial management is
concerned with proper management of public funds, budget process, the internal controls and continues training
of users and it involves managerial decisions that result in the procurement and utilization of finances and deals
with planning, organizing, directing and controlling the financial activities of an organization. The following
Treasury manual states the budget process from initiation, approval, execution and checking by auditor general.
According to Wayne (2005) a proper core of financial functions should include, budget process, internal
controls, cash management and disbursement and training of end users on use of the system. Many PFMS lack a
core cash management function that ensures adequate cash to disburse against the commitment. The objective of
this study was to check effectiveness of the PFMS on budget process, existence of internal controls and training
of end users. Their findings showed that budgetary control requires the use of an accounting package which
would assist in public financial management of public funds. According to Peterson (2006) the PFMS is the
good package which would assist in achieving pre stated financial management control of public funds.

A PFMS provides government with a tool that can support financial control, management and planning. By
managing a core set of financial data and translating this into information for management. According to
Peterson (2006), PFMS is a computer application that integrates key financial functions (e.g. accounts, budgets
process, internal controls, etc) and promotes efficiency and security of data management and comprehensive
financial reporting. A PFMS is one way to address the problem of “stove-piped” financial systems that do not
talk to each other and do not produce a timely and comprehensive picture of a country’s financial position. The
following Figure presents the features of PFMS.

To determine the effectiveness of the PFMS

Mwansa, et al (2005) conducted a research to evaluate the performance of Public Financial Management in
Zambia. The objective of the study was to check on the effectiveness of the system in the production of budgets,
internal controls and training of users when using such a package. The key personnel involved were managers
and directors of government line ministries. The results of the study were that, their system was effective in
production of budgets and had effective internal controls. There had been great improvements in recent years and
the government, since 2005 has been meeting the statutory requirement of submission of the financial reports
timeously.

The same method was adopted on this study so as to determine the effectiveness of the PFMS in government line
ministries. The problems with the performance of the PFMS became evident by the earls 1990s characterized by
routine overspending by ministries, delays in preparing financial statements and increased fraud and negative
external audit opinions. The government of Zimbabwe in 1994 started a range of public financial management
and accountability reforms towards transparency and accountability. The reforms included drafting of Public
Financial Management and Audit Acts; and embarking on results based budgeting programme. The reform
process slowed markedly from the late 1990s and had completely stalled by 2005. Hyperinflation and the skills
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exodus from the public sector and from Zimbabwe impacted negatively on the effectiveness of PFMS and
accountability systems, threatening day to day operations from the reform.

Some human resources existed but not adequate in numbers and quality to perform some critical functions and
optimal utilization largely due to lack of working facilities.

The shortfall has been found to have two dimensions: the technical dimension and the governance dimension. On
the technical dimension, the effectiveness of the PFMS has been reduced due to failure to maintain the system
and inability to cope with number of digits due to hyper inflation. On the governance dimension, some existing
regulations and procedures were not followed and this phenomenon pointed to weakness in implementation,
monitoring and follow up. The outcome has been loss of confidence in the PFMS resulting in increasing volume
of transactions taking place outside normal PFMS.

The United Nations Executive Committee Agencies (EXCOM) adopted a common operation called the
harmonized approaches to cash transfer framework for transferring cash to government and non government
partners in the implementation of development activities. The objectives of the research were to improve
implementing partner’s capacity to effectively manage financial resources. A project start up was held between
the United Nations; inter Agency Support Unit (UNIASU) and Zimbabwe. The purpose of the meeting was for
the parties to agree on the timing of the assessment and to sample key stakeholders to be interviewed. As a result
of that meeting, institutions that would be involved in the survey were agreed upon. The rational of selecting
these was based on the volume of transactions, the potential of funding to that entity and the importance of the
sector and its strategic importance to the nation. In order for them to understand how the Public Financial
Management System works in Zimbabwe a number of data collection methods were adopted.

The findings of the research were as follows; the overall budgetary system was sound and involved the
development of an annual budget that is tabled in Parliament and approved prior to the start of the financial year.
The internal controls were found to be effective. The following study examines the effectiveness of public
expenditure of state governments of Niger.

Okeley (2004) conducted a research in which he examined the effectiveness of public expenditure of state
governments of Nigeria. The methodology of the study Blended primary survey based data with secondary
information from documentary sources. The latter involved the extraction of relevant public finance data relating
to planned and actual recurrent and capital receipts and expenditure form government documents of the ministry.
Relevant output indicators available in published documents were also assembled. In respect of primary data, a
field survey was carried out in 36 states of the federation using structured questionnaires. The questionnaire
addressed a broad number of issues including service delivery, budget process, audit systems, compliance with
rules and public procurement procedure.

The primary analytical method used in this design was descriptive analysis. This included frequency counts,
ratios, proportional distributions and percentages. The analysis of government expenditure by state showed that
Imo state had the best practices as far as expenditure on education financing was concerned.

The findings from the analysis also indicated that Nassarana state had been exceeding its budget since year 2000,
especially with respect to recurrent expenditure on education. The study further revealed that most states had
serious problems with financing their education and health sectors. The PFMS in Zimbabwe would also assist in
the budget process, internal controls and training of end users on the use of the financial package. Similarly
according to the research conducted by the United Nations (2002) in Zimbabwe the final accounts for each year
were submitted to Treasury and Comptroller and Auditor General. The required deadlines were net because of
the use of the accounting package and recruitment of qualified finance personnel. The financial budgets were
made public in parliament.

To find out the extend at which PFMS has done to execute the budget process

Abu-Musa (2003) conducted a research in Saudi Arabia in which he explored the perceived threats of
computerized accounting information systems in emerging countries. The objective of the study was to
investigate the use of accounting packages on budgeting process, internal controls on financial management of
public funds. A self-administered questionnaire was used to collect data needed to investigate and test the
research hypothesis. The results showed that proper financial management control of public funds required use
of an accounting package for accuracy and effectiveness. This is the similar approach the researcher adopted to
find out the extent at which PFMS had done to execute the budget process. In this study, the researcher found out
that the budget outrun significantly differed from the original budget making the original budget tool an
unreliable tool. Supplementary budgets have been a regular feature, but over time off budget expenditure with no
parliamentary approval outstripped budgeted expenditure. With the breakdown of the PFMS hyperinflation
economy, expenditure arrears increased as commitment controls became less effective. The challenge was to
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deal with the consequences and implications of restoring the system and ensuring effective budget accounting
and quick legislation of PFMS Bill and Audit Bill. The local government chronicle UK (November 2001)
“setting government budgets is about finding a balance between competing political priorities in environment
where external factors dominate available resources.” The quotation above applied to Zimbabwe due to scarcity
of resources as such decisions were made on popularity and not on economic basis and the one with power
exerted more influence on financial planning and controls of public funds and this failed PFMS to execute the
budget process. With reference to the legal framework, section 215 (1) of the constitution of the Republic of
South Africa stated that national, provincial and municipal budgets and processes must promote transparency,
accountability, effective financial management system of the economy and the public sector. This supported and
endorsed the fact that a budget process should be transparent where PFMS has been properly implemented in
order to promote financial management in the public sector so that any risks originating from poor management
of the economy and public sector debt were easily detected. The concern was still prevalent in the government
departments and they weakened fiscal accountability and undermine good governance. Operationally, a Public
Financial Management System assisted departments in ensuring that expenditure patterns in relation to its
programmes and projects were done within a budgeted vote, information about the financial state of a
department was known and monitored. Abedian et al (1998:140) argued that operational level of the spending
was accounted through a financial management system as a computerised accounting system. Additionally, the
Financial Management System also aimed to facilitate expenditure management system as well as other aspects
of financial management such as providing budgetary information (Visser and Eramus, 20002:10) To draw a
synergy between the arguments by the former and latter authors, it was noticeable that PFMS served as a
financial information tool so that critical financial decisions were made in relation to expenditure and
management of public finances. The author pointed out that the public finance management system in South
Africa had introduced culture of risk management in the public sector. The PFMS in South Africa, the Public
service in particular, influenced the ability of the leadership to manage changes of the systems.

To determine whether the PFMS has effective internal controls in Government line ministries.

A research was carried out by Amudo (2009) in Uganda with the objective of evaluating the internal control
system that Regional Member Countries (RMCs) of African Development Bank Group (AFDB) institute for the
management of the Public Sector Projects that the bank finances. The researcher pointed out that when
companies suddenly collapsed, the often resounding question was, “what went wrong”? A breakdown in the
internal control system was the usual cause. Specifically, this paper:

a) Ascertained whether such controls provided adequate internal framework of checks and balances to
ensure that project funds were utilized solely and wholly for the intended goals, poverty reduction and
inducement of social, economic growth and development of respective RMCs.

b) Provided a basis for understanding the operation of the above framework of checks and balances
established by the governments of respective RMCs for the management of Public Sector Projects
funded by the development partners, and whether such systems complied with globally accepted
internal control mechanisms.

These objectives raised a number of questions:

1. Whether or not the established internal control systems of RMCs were effective.
ii. What role should internal control system played in Public Sector Projects Management?
iii. What internal control systems were currently in place? Did they include all the expected

elements of internal control systems?
iv. Should the AFDB continued to lend to RMCs that did not bring a project in compliance with
the requirements of established internal controls systems?
V. Were internal control systems in the projects adequately documented and regularly updated
as changes occurred?
Materials and Methods
The aim of this study is to come up with strategies to ensure effective responsibility accounting systems in the
Government line ministries. Despite the government having introduced the Public Financial Management Act
(Chapter 22:19) in 2009 which provide guidelines for control and management of public resources, The
Ministries still facing a lot of challenges despite attracting a lot of donor funds and funding from treasury. This
study therefore aims to come up with strategies to ensure an effective responsibility accounting system within
the ministries.

The Research Design: Research strategies, research choices and time horizons can be thought of as focusing on
the process of research design, that is turning one’s research questions into research project ( Robson 2002). This
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research is couched in the realism paradigm and employed both qualitative and quantitative methods
(triangulation) of data collection. Triangulation maybe defined as the use of two or more methods of data
collection in the study of some aspect of human behavior (Cohen and Manion 1994). The quantitative methods
used in this study strives to control for bias so that facts can be understood in an objective way, the qualitative
approach strives to understand the perspective of the Ministry of Health and Child Welfare stakeholders, looking
to first-hand experience to provide meaningful data.

Target Population: The population of the study will comprise of 100 senior managers in the government
departments all over the 8 different provinces in Zimbabwe. These managers will be located in the accounts
departments of the government line ministries were they can be direct or indirect use of PFMS.
From the population of the 100 senior managers, a sample size of 70 percent will be drawn using simple random
sampling method. The remaining 30 percent will be drawn using systematic random sampling method

Sample: For the purpose of this study the systematic sampling was used. Systematic sampling involves
selecting the sample at regular intervals from the sampling frame which means sampling design involves
drawing every nth element in the population starting with a randomly chosen elements between 1 and #.
The Government Ministries maintain almost the same management structure across the country. Using
systematic sampling the sample of 50 people was randomly selected from the population.

Data Analysis and Discussion

Background Information of Respondents:The sample that was studied was divided into two sub-samples, one
made up of the managers and the other made up of directors in the accounts departments of government
ministries. A mail survey was conducted with the managers, while an interview survey was conducted with the
directors. Sixty questionnaires were delivered to managers in the accounts departments in government ministries
and of these fifty completed questionnaires were returned.

Results of demographic information of the managers by gender, age, range, academic qualifications and
experience. The majority of the managers (70%) were male, while (30%) were female. Most of the managers
(72%) were in the age group of 20 to 30 years.

Five female directors and five male directors were interviewed. Most of the directors (72%) were in the age
group of 31 to 50 years, while those in the least represented age group (4%) were above 51 years. The managers
and directors seem to be professionals with the majority holding diplomas in accounting.

Budget Process: The budget involves linking budget to strategic plan, management of budget constraints,
flexing budgets, publication of budgets and charging of operating expenses. Results present the views of
managers on the extent to which the PFMS meets the requirements of the budget process.

Certain attributes to this study show that the budget process in government line ministries is not a problem as
presented by table 4.2. Wilkes (1986) asserts that the role of financial management in a firm concerns the
prudent administration of the flow of funds from formulation and production of budgets.

The mail survey used showed that the majority of the managers believed that the PFMS linked the budget to the
strategic plan (98%), managed the budget constraint (84%), flexed the budget constraints (86%), published the
budgets (84%). Similar results were obtained from the interview survey with the directors. The majority of the
directors believed that the PFMS linked the budget to strategic plan (70%), managed the constraints (86%),
published the budgets (70%).

These results seem to suggest that the PFMS is able to link the budget strategic plan, flex the budget constraints,
publication of budgets and charging of operating expenses. According to Manse (2002) the findings of their
research revealed the same that their system was effective in the budgeting process and had effective internal
controls.

Internal Controls: Both the mail and interview survey investigated the effectiveness of the internal controls in
the PFMS.The aspect of this study observed that they are effective internal controls which need to be reviewed
regularly. The results showed that the majority of the managers (96%) believed that the internal controls in the
PFMS were set in compliance with the requirements of Auditor General’s auditing standards stated in the
Treasury Manual, payment internal controls (88%), receipting and banking internal controls (74%), use of
passwords as internal controls (82%), and reconciliation were not usually used as an internal control procedure
(78%0. Similar results were obtained from the interview survey conducted with the director and the majority of
the managers (90%) believed that the internal controls in the PFMS were set in compliance with the
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requirements of Auditor General’s auditing standards sated in the Treasury Manual, payment internal controls
(60%), receipting and banking internal controls (90%), use of passwords as an internal control (100%) and
reconciliation as an internal control procedure (80%).
There is the difference on a mail survey results and those from the interview survey. Mail survey showed that 44
of the managers believed that payment internal controls were not properly followed. There was also a difference
on production of reconciliation statement as an internal control procedure. A majority of the mail survey showed
that this was not usually done while the interview survey seemed to agree.

Training of End-users in Application of the PFMS: The result from the mail survey indicated that 48 of the
managers believed that officers were not adequately trained to use the system and the training period of 8 hours
was believed to have been covered by 47 of the managers. The interview survey on adequate training showed
that 7 directors believed that the training took 8 hours. Generally, it appears that the majority of the managers
seemed to have not been adequately trained on how to use the PFMS.

According to Freeman (1996) training is a process designed to maintain or improve current job performance, and
develop skills necessary for future work activities. This is the same approach which is needed in today’s
technology.

Major Challenges in the implementation of PFMS: There were still transactions occurring outside the system.
Nine transactions had been identified by the directors to have occurred outside the system. Ten fraud transactions
were believed to have occurred 10 times. Six occurrences seemed to have been identified of directors who
avoided the use of the system. Eight transactions had not been done through the system due to non availability of
national banking in Zimbabwe. Ten most qualified employees had left for greener pastures and five new
employees have been employed which increase training costs on replacement of personnel.

Conclusions and Policy Recommendation
Conclusions: The conclusion was drawn with respect to the budgeting process, existence of internal controls and
training of end users.

Budget Process: The results appear to suggest that the PFMs is able to do the budget process from the initiating
stage up to the final product.

Internal Controls: From the result of the study it would appear that the PMFs has effective internal controls.
The only exception is on the payment internal control procedure and reconciliation statement as an internal
control procedure was that the mail survey differed with the interview survey.

Training of end users: The results showed that officers were trained for the recommended 8 hours. On the
general understanding of the PFMs, it was observed that the majority of the managers were not adequately
trained as compared to directors.

Recommendations: Based on the findings and conclusions, the researcher made the following
recommendations:

The system needs internal control monitoring on payment procedures. Such monitoring must be continually
done. Such type of weakness will lead to the occurrence of fraudulent activities. This is a serious issue according
to the auditor General as stated in the Treasury Manual.

The officers need to be trained on how to use the PFMs in the production of reconciliation statement. The system
has a module which is capable of producing accurate reconciliation statement.

The training period of the PFMs need to be increased from 8 hours to 12 hours. Most managers pointed out that
they were not adequately trained to use the system. Training must also be backed up with refresher course which
must take place after every three months.
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