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PFM: From Assessment to Reform
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Module 5: Approaches to PFM Reform

ÁPFM reform as change management; 

ÁThe reform strategy posture;

ÁComprehensive vs. incremental approaches; 

ÁBest practice, the Basics approach, or Appropriate 
practice;

ÁFitting the strategy to the situation; 

ÁUsing PEFA as a basis for reform.
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PFM: From Assessment to Reform
Approaches to PFM Reform
ÁModule 5 Objectives:

ïTo introduce the most effective approaches to 
PFM Reform

ïIntroduce some basic principles for change 
management

ïTo introduce the idea of sequencing reform 
implementation

ïUnderstanding how to use PEFA for PFM reform
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PFM: From Assessment to Reform
Approaches to PFM Reform
ÁPFM reform as change management:
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PFM: From Assessment to Reform
Approaches to PFM Reform

ÁMust it always be Full Reform (the SIRPrinciple)?
ÁStrengthen

Á Use existing manuals, systems and procedures
Á Provide training on existing systems and procedures and introduce better tools
Á Based upon internal and external audit reports
Á Change management: Internal/Functional

Á Improve
Á Improve manuals, systems and procedures
Á Provide training on improved systems and procedures and new tools
Á Based upon systems audits (matrix of corrective measures)
Á Change Management:Internal/Functional/Political

ÁReform
Á Change Laws, Regulations, Contract and Tender Documents, Manuals
Á Change institutional arrangements
Á Introduce PFM reform management structures
Á Build capacity including new skill sets
Á Based upon diagnostic studies and assessments
Á Change Management:External/Internal/Functional/Political 6
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PFM: From Assessment to Reform
Approaches to PFM Reform

ÁάLŦ ƛǘ ŀƛƴΩǘōǊƻƪŜ ŘƻƴΩǘ ŦƛȄ ƛǘέ

ïNecessary condition for successful change ςDavid 
Gleicher

ïSD = shared dissatisfaction

ïV = articulated vision of desired future

ïFS = first successful steps (quick wins?)

ïR = resistance
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PFM: From Assessment to Reform
Approaches to PFM Reform

ÁApplying the GleicherEquation
ïSD = shared dissatisfaction
ÅPEFA scorings, absence of professional standards, low wages, 

runaway corruption

ïV = articulated vision of desired future
ÅNational Development Framework (PRSP), Government PFM 

Reform Strategy

ïFS = first successful steps (quick wins?)
ÅOn going reforms ςe.g. Customs ASYCUDA+ project, new 

procurement law, introductory PFM training program  

ïR = resistance
ÅChange of power relationships, undermine vested interests, 

additional work load and responsibility
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PFM: From Assessment to Reform
Approaches to PFM Reform

ÁSimple Change Model
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PFM: From Assessment to Reform
Approaches to PFM Reform

ÁChange management requires:

ÁA clear specification of output targets

ÁAn accurate assessment of available resources

ÁAppropriate and adequate capacity

ÁGood governance

ÁA complete assessment of the change context

10
www.idilmat.com                                          

Ron Quist 



PFM: From Assessment to Reform
Approaches to PFM Reform

ÁSpecification of output targets

ÅNational Development Strategy Goals 

ÅPFM reform strategy

ÅReviewable milestones

ÅOutput and outcome targets
ÅSpecific

ÅMeasurable

ÅAmbitious

ÅReachable

ÅTime bound
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PFM: From Assessment to Reform
Approaches to PFM Reform

ÅAccurate assessment of available resources

ÅRequires a fully costedreform strategy including;
ÅInvestment costs

ÅForward linked recurrent costs

ÅDirect costs

ÅIndirect Costs

ÅA fully or substantially funded program

ÅA multi-year PFM program expenditure framework
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PFM: From Assessment to Reform
Approaches to PFM Reform

ÁAppropriate and adequate capacity

ÅA formal  budget process

ÅPolitical championship

ÅAppropriate professional cadres (with the right 
incentives)

ÅAn adequate technical infrastructure

ÅAn adequate training policy

ÅAdequate systems and procedures
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PFM: From Assessment to Reform
Approaches to PFM Reform

ÅGood governance

ÅCommitted and effective leadership 
(cabinet, ministry of finance, a number of the 
major sector ministries ςhealth, education, public 
works, local government)

ÅEffective institutional arrangements for managing 
change
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PFM: From Assessment to Reform
Approaches to PFM Reform

ÅA complete assessment of the change context

ÅMacroeconomic environment

ÅPolitical context

ÅLegal and Regulatory Framework

ÅInstitutional Framework

ÅAdequate financial administrative network

ÅParliamentary oversight

ÅDevelopment Partner harmonization and interest
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PFM: From Assessment to Reform
Approaches to PFM Reform

ÅSix element capacity model

ïLeadership

ïStrategy

ïInstitutional Arrangements (Structures)

ïInternal Relationships

ïIncentive structures

ïSystems and procedures
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PFM: From Assessment to Reform
Approaches to PFM Reform
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ÅBudget Credibility

ÅTechnical infrastructure

ÅReform sequencing

ÅSystems and procedures

ÅReporting formats

ÅAccommodating interests

ÅAligning incentives with 

successful change

ÅEffective sanctions

ÅSystems and procedures

ÅInternal power relations

ÅLegal and regulatory 

framework

ÅFinancial administrative 

network

ÅFunctioning of the market

ÅPolitical stability

ÅCabinet level ownership

ÅInvolved legislative sub-

committees

ÅEngaged civil society

ÅInvolved Development 

Partners



PFM: From Assessment to Reform
Approaches to PFM Reform
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ÁThe Interest Chart: The Resistance Profile (Confidential)



PFM: From Assessment to Reform
Approaches to PFM Reform

19
www.idilmat.com                                          

Ron Quist 

ÁKey to Interest Chart

ïPower
ÅInfluence, political access, political stature

ïMaterial Impact
ÅIncreased budget, more allowances, additional equipment(+)

ÅDecreased budget, fewer allowances (-)

ïNon Material Impact
ÅLess tedious work, greater honor, greater recognition (+)

ÅMore work, loss of face(-)

ïStatus
ÅTitle, promotion, expanded authority, greater relevance(+)

ÅLess authority, lower profile (-)



PFM: From Assessment to Reform
Approaches to PFM Reform
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ÁWhat experience suggests for successful PFM Reform
ï Address the politics of reform

Å High-level political championship (political acquiescence may be sufficient)

Å A Cabinet owned and approved PFM Reform Strategy

Å Committed core senior professional  cadre

ï!ŘŘǊŜǎǎ ǘƘŜ άǎǳǇǇƭȅ ǎƛŘŜέ
Å Link objectives (outputs) to resources (inputs)

Å Adequate capacity

Å Adequate recognition of PFM function linkages

Å Adequate recognition of Legal and Regulatory/Institutional constraints

Å Carefully managed sequencing

Å The institutional arrangements for managing the reform

Å Adequate monitoring and evaluation

ï!ŘŘǊŜǎǎ ǘƘŜ άŘŜƳŀƴŘ ǎƛŘŜέ
Å Organized and engaged civil society groups

Å An informed and active press

Å Functioning legislative sub-committees

Å External accountability agents

Å Harmonized and aligned Donor support



PFM: From Assessment to Reform
Approaches to PFM Reform
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ÁWhich reform approach?

ïReform strategy posture

ÅThe Comprehensive Integrated Approach versus 
Incremental Approach

ÅThe Basics approach versus Best Practice

ïReform method

ÅThe platform approach (Cambodia)

ÅActivity chains (Zambia, Kenya)

ÅOne size fits all (the donor driven agenda)



PFM: From Assessment to Reform
Approaches to PFM Reform
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ÁWhich Strategy Posture?
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PFM: From Assessment to Reform
Approaches to PFM Reform
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ÁA Comprehensive Integrated Approach

ïGreater impact on performance
ÅProperly recognizes and addresses linkages between PFM 

elements (management of PFM activity chains)

ÅAllows for properly sequenced reform steps to ensure 
consistent overall improvement

ïGreater Risk

ÅMuch more Complex and so requires:
ïGreater political commitment

ïMore highly coordinated, engaged and sustained donor support  

ïSophisticated  implementation management (not mere coordination)

ïCarefully thought out roll out plans

ïWeak financial administration network remains a persistent 
risk



PFM: From Assessment to Reform
Approaches to PFM Reform
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ÅBest Practice (New Public Management)

ïOriented to policy and performance
ÅMedium Term Expenditure Frameworks

ÅProgram Based Budgeting

ÅPerformance Based Audits

ÅPublic Service Agreements

ÅAccrual Accounting and Resource Budgeting

ÅSeparation of Policy and Regulation (Ministry) from 
Implementation (Executive Agencies )

ÅAccountability at the level of outputs

ÅPublic Private Partnerships



PFM: From Assessment to Reform
Approaches to PFM Reform
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ÁBest Practice

ïImporting best practice has compelling 
appeal

ÅWhy reinvent the wheel?

ÅWe deserve nothing but the best

ÅIf its good enough for New Zealand it is good 
enough for us

ÅWe cannot be denied funding



PFM: From Assessment to Reform
Approaches to PFM Reform
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ÅMany NPM reform initiatives have fallen short 
of the promise 

MTEF ςan Illustration

ÅThe Promise
ï Improves macro-fiscal situation

Å Lower deficits; more sustainable finances; improved economic growth

ï Improves impact of Government policy
Å Better link between programs and policy; more sustainable policy

ï Improves program performance
Å Improve resource predictability 

ï Improves on efficiency in the allocation of resources
Å Multi-year commitments, re-allocation of resources from ending programs to new 

programs

ÅThe Achievement
ï Ghana, Albania, Cameroon, Burkina Faso, Benin, Tanzania, Rwanda are 

all examples of countries that have not met the promise. Uganda 
stands out as an example of modest achievement



PFM: From Assessment to Reform
Approaches to PFM Reform

ÅEvolution as an analogue to PFM Reform

ïWhat Best Practice for hunting looks like
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The Great White Shark
Large size ïup to 22ft, 5000 lbs

Aerodynamic shape, dorsal and pectoral fins, 

muscle and cartilage makes for a very high 

speed

Ampullae of Lorenzini detect electromagnetic fields 

as low as one billionth of a volt

In attacks, employs ambushes striking from below or 

above

Can detect blood from great distances



PFM: From Assessment to Reform
Approaches to PFM Reform

ÅImporting best practice for hunting into the Serengeti
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Best practice, like the best of wines, does not always travel well
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PFM: From Assessment to Reform
Approaches to PFM Reform

ÁDeveloping appropriate practice on the Serengeti
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