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NOTE 

The views expressed in this report are those of the participants in the Workshop on 
Health Sector Financial Management: Training Modules. 

This report has been prepared by the World Health Organization Regional Office for 
the Western Pacific for governments of Member States in the Region and for those who 
participated in the Workshop on Health Sector Financial Management: Training 
Modules, which was held in Seoul, Republic of Korea from 17 to 19 March 2008. 
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SUMMARY 

The WHO Interregional Meeting on the Implementation of the Strategy on Health Care 
Financing for Countries of the Western Pacific and South-East Asia Regions, held in 
Ulaanbaatar, Mongolia from 28 to 31 August 2006, revealed a co=on need among 
participating countries to strengthen their health sector capacities and skills in developing 
realistic budgets and financial plans by estimating resource needs, projecting revenues and 
closing resource gaps. 

After carrying out a needs assessment in five countries, it was determined that a training 
programme was needed to address some of the problems that are co=on in many countries. 
A Workshop on Health Sector Financial Management: Training Modules was held in Seoul, 
Republic of Korea from 17 to 19 March 2008 to assist in developing a manual for the training 
programme. 

Six modules were drafted for the manual and presented at the workshop: 

(1) Public Finance for the Health Sector (Module I) 
(2) Planning and Budgeting (Module m 
(3) Capital Budgeting and Costing (Module III) 
(4) Budget Execution, Reporting and Monitoring (Module IV) 
(5) Economic Evaluation and Priority Setting (Module V) 
(6) Health Care Financial Master Plan (Module VI) 

Following the presentations of the modules, workshop participants were asked to make 
reco=endations on their content, training strategies, and approaches to implementation in 
different countries. By the end of the workshop, agreements were reached on the activities that 
need to be carried out in the short term and on the guidelines and/or considerations for future 
collaboration among participating countries. 



1. INTRODUCTION 

A Workshop on Health Sector Financial Management: Training Modules was held in 
Seoul, Republic of Korea from 17 to 19 March 2008. The workshop was designed for countries 
undertaking fundamental health care fInancing reforms, including social health insurance. 

1.1. Objectives 

(1) To review and fInalize draft training modules on budgeting, fInancial planning and 
management. 

(2) To develop training plans to implement the training modules in targeted countries. 

The workshop was attended by 19 national experts from eight countries together with 
health fInancing experts from WHO Headquarters and the WHO Regional Offices for the Eastern 
Mediterranean, Europe and Western Pacific. 

Consultants and observers from the Ministry of Health and Welfare, Republic of Korea 
and from the Korean Foundation for International Healthcare also attended the meeting. 

2. PROCEEDINGS 

2.1 Introductory sessions 

2.1.1 Report on country needs assessment and practices in budgeting, fmancial planning and 
management (Ms Tsolmongerel Tsilaajav) 

The results of the country needs assessment on health fInancial systems management, 
which was conducted by Ms Tsolmongerel and Dr H.S. Hwang in five countries of the Western 
Pacific Region, were presented. The presentation summarized the countries' needs in budgeting, 
fmancial planning and management and categorized them by the different levels of governance -
i.e. national and local. Recommendations emphasized the need for institutional capacity-building 
of the government health sector and the need for the country to develop its health sector fInancial 
management master plan and/or framework. 

2.1.2 Organizational Assessment for Improving and Strengthening Health Financing 
(OASIS) approach of the World Health Organization (Ms Inke Mathauer, WHO Headquarters) 

A presentation on the OASIS approach detailed how WHO will support the development 
of the health fmancial management systems of member countries. Intended as a holistic 
approach, OASIS clusters the health fInancing functions, performance indicators and targets 
under three major thrusts - resource collection, pooling and purchasing. Emphasis on 
organizations and rules that promote efficiency and effectiveness govern all parts of this 
approach. 



-2-

2.2 Presentations of the six modules of the health sector fmancial management training 
(professor Soonman Kwon) 

2.2.1 Module 1: Public Finance for the Health Sector 

Outline 

Module 1-1 Fundamentals of Public Finance 

1. Economic role of the government 
2. Economic role of the government in health care 

Module 1-2 Health Care Finance 

1. Financing health care through taxation, social health insurance, and 
private health insurance: out-of-pocket 
2. Expenditure on health care: resource allocation and payment 

Summarv of the coverage of the presentation 

This module presented the role of the government health sector in responding to: 

(1) imperfections of the economic system such as market failures and the presence 
of public goods; and 

(2) its mandate to minimize or resolve inequities and ineqUalities. 

Health fmancing is a major concern of many governments. This module presents the 
different types, schemes and payment mechanisms that have evolved and been adopted in 
different countries. 

General comments from the participants during the presentation of Module I 

(1) Many concepts may be too technical for the participants (coming from the health sector) to 
easily understand. Detailed explanations with examples and illustrations would be helpful. 

(2) There is a need to identify the target audience for this training. Depending on the 
participants' employment (e.g. public finance agency or local health agency), their skills and 
competencies may vary dramatically. As such, training may be too difficult for some and too 
easy for others. 

(3) If the targeted trainees come from different sectors (e.g. accountants, financial managers, 
health programme implementors, policy-makers), there may be a need to develop separate 
modules that will fit the needs of these sectors. 

WHO's response to the general comments 

This training is intended for health sector managers. The purpose of the training is to 
provide health sector managers with new and updated information and to upgrade their skills on 
health sector financial management. The training should cover essential support systems such as 
information management, policy development and health human resource development. The 
training period may be from six days to two weeks. 
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Comments from the participants specific to the contents of Module I 

(1) A discussion on the redistribution oftaxes, which may favour specific income classes, 
should be added to the section on resource allocation. 

(2) Topics on revenue collection, pooling of funds and purchasing should be included in the 
section on public finance management. These topics are covered in the OASIS approach. 

2.2.2 Module IT: Planning and Budgeting 

Outline 

Module IT-I Policy and Planning 

1. Policy, planning and budget 
2. Strategic planning 

Module IT-2 Budgeting 

1. Concept of budget 
2. Types of budget 
3. Approaches to budgeting (process of budget formulation) 
4. Budgeting systems (budget allocation structure) 
5. Budgeting cycle 
6. National and subnational government budget 
7. Recurrent vs capital (investment) budget 

Summary of the coverage of the presentation 

The module introduces concepts and principles essential to strategic planning and how it 
relates to fmancial and budget planning. The discussions then proceed to the in-depth 
understanding of the different types of budget planning and the budget cycle. Common current 
issues related to budget management are presented at the end of the module. 

General comments from the participants during the presentation of Module IT 

(1) The presentation of this module highlighted the importance of a good accounting system 
in order to achieve an effective financial management and budgeting system. 

(2) The contents of the modules should be matched with the findings of the country needs 
assessment to ensure relevancy. 

(3) The training programme that will be developed should be pre-tested. 

Comments from the participants specific to the contents of Module IT 

(l) In the presentation of a strategic plan example, data from previous years should be 
incorporated to illustrate the time factor. 

(2) The strengths and weaknesses of adopting the different budgeting processes should be 
explained to facilitate understanding. 



-4-

(3) In discussing the budget cycle, the effects of the different cost drivers to perfonnance 
budgeting should be included. 

(4) Because of the different types of budget systems, the manual should be careful not to focus 
discussions on a specific system, which may be interpreted by countries as an endorsement by 

WHO. 

(5) Examples of good budgeting practices should be included in the explanation of the 
contents of this module. 

(6) The module should emphasize that there are differences between theoretical concepts and 
actual practices. For example, in reality, capital budgeting is contingent upon the availability of 
funds after planning for the recurrent budget. 

2.2.3 Module III: Capital Budgeting and Costing 

Outline 

Module III-I Time Value of Money and Discounting 

1. Time preference and discounting 
2. Present value calculation 

Module III-2 Capital Budgeting 

1. Concept of capital budgeting 
2. Estimation of the stream of benefits and costs 
3. Discount rate 

Module III-3 Costing and Cost Allocation 

1. Concept of cost (in accounting and financial management) 
2. Cost allocation 
3. Method of cost allocation 

Summary of the coverage of the presentation 

This module starts with a presentation of the key concept of discounting and the 
methodologies of computing for the present value, future value and net present value. Their 
applications to capital budgeting are then discussed. Decision rules are discussed in selecting the 
best alternative when investing huge amounts on capital (building, land and equipment). 

The module then discusses the concept of cost and how cost in an organization should be 
allocated fairly to its units based on a criterion that depicts how the cost was consumed (also 
known as cost driver). Two methods of cost allocation were discussed, namely, direct 
distribution and step-down distribution. 

Comments from the participants specific to the contents of Module III 

On capital budgeting: 

(1) The flow of the presentation should be reversed, i.e. start with capital budgeting and 
follow with time value of money. 
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(2) The discussion should focus on the delivery of health services, i.e. the primary focus of 
programmes in the ministry of health, instead of on the performance of the economy. 

(3) The discussion on interest rates should go beyond time preference considerations. 

(4) The practice of discounting has limited application in low- and middle-income countries. 

(5) The discussion on capital budgeting and how it relates to recurrent budgeting has 
generated some confusion. The discussion on capital budgeting should extend beyond the 
objective of coming up with an agency or institution budget. 

(6) The use of computer applications such as spreadsheets could be incorporated to facilitate 
the learning experience of the participants. 

(7) The topic of capital investment planning may be more appropriate for people in the 
planning and finance office. 

(8) Even for training participants coming from the lower management levels, there is a need to 
incorporate the appreciation ofhigher/national policies when planning for their agency budget. 

On costing and cost allocation: 

(1) When a team approach is used for health services delivery, it may be difficult to allocate 
costs to specific units with joint and overlapping participation. 

(2) Experiences in some countries have shown the need to be cautious in selecting the basis of 
cost allocation. For example, using specialties as basis can create more inequities than using 
activities as basis. 

(3) It is important for an agency to develop a good accounting system before it can get 
accurate and reliable results from the methodologies being taught. 

(4) With different methods of cost allocation, what method will be most helpful in budgeting? 

(5) A strong management information system (MIS) is needed to provide accurate costs of 
each service delivered. 

2.2.4 Module IV: Budget Execution, Reporting and Monitoring 

Outline 

Module IV-I Budget Execution 

1. Concept of budget execution 
2. Budget execution process 
3. Procurement 

Module IV -2 Accounting and reporting 

1. Accounting system 
2. Reporting 
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Module IV-3 Internal Control and Audit 

1. Role of internal control 
2. Components of internal control 
3. External audit 

Summary of the coverage of the presentation 

After presenting the significance of the budget execution process, the objectives of 
managing the budget execution are highlighted and the major steps in the process of executing 
the budget are discussed. Being a major activity in the budget execution process, the 
procurement function is explained together with the procurement cycle and principles in the 
administration of the procurement function. 

The three types of accounting systems are presented, explained and differentiated. These 
are: cash accounting, modified accrual accounting and full accrual accounting. A discussion of 
why accrual accounting is better than cash accounting is presented. With a good accounting 
system, reporting of financial and budgetary performances is enhanced and becomes an 
indispensable basis for good management decisions at all levels of the system. 

Internal control in organizations is presented as the third part of the module. It explains 
the importance, its roles and the components of this management system. By highlighting the 
risks that threaten the achievement of the organization's objectives, the module presents the 
different interventions that will address them. 

The module ends with a discussion of the different types of external audits and their 
strengths and weaknesses. 

Comments from the participants specific to the contents of Module IV 

On accounting system and reporting: 

(1) Many countries are recognizing the importance of having a financial management 
information system (FMIS), especially now that information technology has become affordable 
and accessible. A discussion of the FMIS will be helpful for the participants. 

(2) The importance of including depreciation expenses to government accounting should be 
discussed. 

(3) Reporting of actual expenditures should be included when reporting the budget 
performance of an organization. 

(4) One participating country shared that it has two accounting systems in place - cash 
accounting at the national level and accrual accounting at the level of the hospital. 

On internal control and audit: 

(1) Many do not appreciate the differences between internal control and internal audit. It is 
suggested that this be included in the discussions of this module. 

(2) Many governments are moving from input-based to output-based budgeting and control. 
Because of this trend, a more in-depth discussion is suggested. 
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2.2.5 Module V: Economic Evaluation and Priority Setting 

Outline 

Module VI-I Fundamentals of Economic Evaluation 

1. Concept of economic evaluation 
2. Cost Effectiveness Analysis (CEA) 
3. Cost Utility Analysis (CUA) 
4. Cost Benefit Analysis (CBA) 

Module V -2 Measurement of Cost and Benefit 

1. Measurement of cost 
2. Cost of illnesslburden of disease 
3. Measurement of benefit 
4. Example of priority setting 
5. Issues in economic evaluation 

Summary of the coverage of the presentation 

The first part of the module introduces the concept of economic evaluation and explains its 
importance in managing health sector programmes and services. It describes three types of 
economic evaluation, namely, cost effectiveness analysis (CEA), cost utility analysis (CUA) and 
cost benefit analysis (CBA) and presents comparative descriptions of the similarities and 
differences between them. 

The second part of the module presents related concepts and methodologies that are used 
in applying economic evaluation to assessment of health programmes and services including 
issues commonly raised against them in the field of health service delivery. 

General comments from the participants during the presentation of Module V 

(1) It needs to be determined how much time to allocate for this module considering the 
importance of having health managers understand economic evaluation and the concept of 
opportunity cost. 

(2) It was suggested that some discussion on the WHO's concept of "CHOICE" be included. 

(3) For the trainers' competency needs, the module should distinguish what are good to know, 
what are nice to know and what they must know. 

2.2.6 Module VI: Health Care Financial Master Plan 

Outline 

Module VI-I Financial Projections and Master Plan 

1. Proj ection of expenditure 
2. Projection of revenue 
3. Projection methods 
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Module VI-2 Strategies to Close the Resource Gap 

I. Mobilizing resources 
2. Making better use of resources 

Module VI-3 Government and Support Systems 

1. Political will and capacity 
2. Government support system 
3. Purchasing and payment to providers 

Summary of the coverage of the presentation 

This module presents the methods and considerations in determining future health 
expenditures and revenues from various financing resources. Two mathematical models of 
forecasting are presented. These are projection using constant growth rate and the regression 
method. Different fmancing strategies are discussed including out-of-pocket payments and 
private health insurance. This is followed by a discussion on approaches and strategies in 
improving the utilization of resources. 

The last part of the module discusses the roles of the government and the support system 
needed in order to ensure success in implementing a health care fmancial master plan. 

Comments from the participants specific to the contents of Module VI 

On financial projections and the master plan: 

This section should include a discussion on the government developmental goals as basis 
in making projections. 

On strategies to reduce resource gaps: 

(1) This section should include discussions on strategies to reduce out-of-pocket expenditures. 

(2) This section should include discussions on approaches and strategies that will address gaps 
in human resources for health. For example, many governments are adopting incentive schemes 
to attract doctors and nurses into the public service. 

On government and support systems: 

(I) Additional topics to include under this section are: 

(a) change in management and enhancement of political will; 

(b) identifying the locus of responsibility in implementing political will; 

(c) approaches and strategies in adapting to resource gaps in spite of efforts 
to generate resources; 

(d) support system to procurement under a devolved system of governance; 
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(e) coping strategies for local government units when they are given 
budgetary allocation ceilings by the national government; and 

(f) procurement planning in government. 

(2) Countries should be given wider participation in sharing their experiences. In discussing 
the application of theories to government health agencies, it is best to consider the differences of 
existing policies in different countries. 

2.3 Finalization of the training modules (Mr Dorjsuren Bayarsaikhan) 

2.3.1 Summary of the session 

A review of the workshop discussions was presented - highlighting the suggestions for 
each module. This was followed by a presentation of WHO's plans regarding the objectives of 
the training, its target participants and the expected length of the training period. 

2.3.2 General comments on the development of the training package 

(1) A matrix (shown below) should become the framework for developing the training 
programme. 

Modules National ~:l Provider Annexesl TIME 

Know- Skills Know· ~ Know- Skills Exercises 

ledge ledge ledge 

I 

II 

III 

IV 

V 

VI 

(2) Focus on solutions that promote effectiveness and efficiency. 

(3) Consider the applicability to existing local situations in the different countries. 

(4) Include an overview of the contents of all modules to help managers appreciate the "big 
picture" ofthe training programme. 

(5) Include more practical guidelines and exercises for the different modules. 

(6) Because of the presence of systemic problems in many countries, as identified by the 
country needs assessment, WHO should prescribe a specific public finance management (PFM) 
model that will address these problems. 

(7) Since other external agencies have similar initiatives in enhancing competencies in 
financial management, links should be established among them to benefit the development of the 
countries' competencies in financial management. 
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(8) Some countries have similar training programmes. It is suggested that overlaps be avoided 
and synergies be achieved. 

(9) In the applications of the theories and methods to be covered by the modules, discussions 
should include how these can be applied to policy development and health development 
planning. 

2.4 Development of plans to fmalize and implement the training modules 

The following activities will be implemented in March-May 2008: 

(1) Finalize and distribute the WHO country needs assessment report (March-April). 
(2) Revise the draft training modules (March-April). 
(3) Follow up inputs in the draft training modules from team members (March-April). 
(4) Share relevant country-specific information among team members (March-April). 
(5) Circulate the revised draft to team members for additional comments (April). 
(6) Finalize the training modules (May 2008). 
(7) Inform respective governments about the work and submit the training modules. 

For the period 2008 to 2010, the following guidelines should be followed in planning for 
the future: 

Actions 

(1) Establish an informal network among participants. 
(2) Brief Ministry of Health officials on the training modules. 
(3) Introduce the training modules to relevant institutions and decision-makers in 
countries. 
(4) Form a national team to organize the training. 
(5) Adopt the training modules to local needs to increase overall value and benefits. 
(6) Train trainers and team members. 
(7) Translate training modules into local language. 
(8) Organize local training seminars. 

(1) External and internal expert support 
(2) Funding support 

Progress 

(l) Expected outcome 
(2) Review and assessment. 
(3) Measurement of progresses 
(4) Revision of the training modules 
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ANNEX 2 
TIMETABLE 
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08:00- Registration of participants 09:00- 5. Presentation of the training module Three: 09:00- 8. Finalization of the training modules: 
08:30 09:45 Performance monitoring and auditing. 10:30 • One: Health sector financial planning and 

(Prof Soonman Kwon) budgeting 
08:30- I. Opening session • Two: Budget execution, reporting and 
10:30 • Introduction of participants 9:45--10:30 Discussions of the training module Three: accounting 

• Brief overview: workshop objectives and Perfonnance monitoring and auditing • Three: Performance monitoring and auditing 
agenda • Four: Financial management, project 

(D. Bayarsaikhan, WHOIWPRO) analysis and costing 
2. Report on country needs assessment • Five: Development of Health sector 
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Workshop on Health Sector Financial Management: Training Modules, 
17·19 March 2008, Seoul, Republic of Korea 

Brief Overview: Workshop 
Objectives and Agenda 

D.Bayarsalkhan, RAlHCF 

Introduction 

In September 2005. the 5tP' Regional Committee Meeting endorsed 
(Resotution WPRlRC56.R6) the Strategy on health care financing for 
countries of the Westem Pacific and South-East Asia 

The Strategy describes the main heallh financing issues, chaHenges, main 
policy objectIVes and strategic actions propoaad at regional and country 
10_. 

Strengthening health financing regulatory framework and functional 
Interventions relating to resource mobiUzation, risk pocDng and pu~hasif1g is 
one the seven areas 01 intervention. 

Improving resource prianning, allocation and utilization by strengthening 
health sector capacities in budgeting, mancial planning and management is 
set as priority action both at regional and counby levels. 

Introduction 

The implementation of the Strategy on health care 
financing was discussed at the WHO Interregional 
Meeting held in Ulaanbaatar, Mongolia in August 2006. 

The meeting emphasized the importanoe of aligning 
national health goals and objectives with health 
financing reforms. . 

Need for strengthening health sector capacities and 
skills to develop realistic budgets and financial plans by 
estimating resource needs, projecting revenues and 
closing resource gaps was identified. 
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Content 

• Introduction 

• Objectives 

• Agenda 

Introduction 

Attainment of the medium term health financing targets 
defined in the Regional strategy require good financial 
management skills: 

- to ensure adequate and sustainab'- health financing; 

- to reduce out-of pocket health expenditure; and 

- to Improve efficiency and effectiveness of health 
financin~. 

Thus health sector capacity and practices in budgeting, 
financial planning and management largely affect overall 
performance of health systems. 

Introduction 

Delivery of health servioes Is only possible when the 
financial resources are available to fund them. 

Therefore, health managers need to be actively 
involved in resource planning, allocation and utilization 
and be aooountable for the services delivered. 

Health sector managers need to understand the 
fundamentals of public finance and economic 
evaluation to apply effectively available tools for 
financial management. 
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Introduction 

Financial management issue is broad and WHO's role 
in public and health sector financial management was 
limited in the past. 

However, there is increasing awareness that health 
outcomes can be maximized at any level of income by 
building and strengthening health sector capacity in 
resource planning, allocation and utilization at all levels. 

Question: What WHO can do? 

Objectives 

~'. ",''-- iArarrd H-lIlth 
t._~ .,~~ Org,JIlJ2dtwn 

This meeting will discuss draft training modules 
developed· in collaboration wijh the Department of 
Health Policy and Management, School of Public 
Health, Seoul National University. 

The main objectives are: 

• To review and finalize the draft training modules; 

• To develop training plans to implement the training 
modules in targeted countries. 

Agenda 

Day Two: 

- Presentation of draft training modules 

~ Discussions 

- Summary of 1I>e day 

¥ • \ NDTld H( .. ltll 
~v _...: ClrgarrltiltJOM 

Introduction 

Our approach was to review the current situation, 
assess common needs and identify specific 
interventions. 

Discuss the findings with partners, integrate efforts and 
actions as mudl as possible. 

Our first effort is to develop and implement health 
sector financial management training modules based 
on country specific needs. 

Agenda 

Day One: 

- Report on country needs assessment 

- Comments from WHO Colleagues 

- Presentation of draft training modules 

- Discussions 

- Summary of the day 

- WHO Re<:epbon (18:30) 

Agenda 

Day Three: 

- FinalizaUon of the draft training modules 

- Development of a plan to implement the training 
modules 

~ Summary discussions 

- Closing (17:30) 



Agenda 

Tentative focuses of the 6 draft training modules: 

Module 1: Public Finance for Heallh Sector 
(public finance and heallh care financing); 

Module 2: Financial Planning and Budgeting 
(policy and planning; budgellng); 

Module 3: Budget Execution, Reporting and Acceunting 
(including internal centrol and audit); 

Thank you 

{: ~'~, World Hf?alth 
I.;i~ OrgallllatlOn 

{.w,~ World Health 
~ Organization 
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Agenda 

Module 4: Gapilal Budgeting and Financial Management 
(discounting, costing and cost allocation) 

Module 5: Eccnomic Evaluation and Priority Setting 
(including cost and benefits analysis); 

Module 6: Financial Master Plan 
(financial projections and closing the resource gap); 

t~ II',~ World Health 
~!!tR Organization 
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EXECUTIVE SUMMARY 

Health system strengthening has been the one of the main mandates of the WHO. Health care 
financing is an important building block of any health system. Ensuring adequate, sustainable and 
effective heal th financing arrangements that guarantee equitable access at least to basic and 
essential health services by all population segments is the main goal of the health financing (or 
financial) system in countries. Achievement of this goal is largely dependent on how countries' 
allocate the resources through medium and short term financial planning and how effectively and 
efficiently these resources are managed and held accountable to ensure planned activities and 
services are performed. Another word, it relies on the public finance management systems of 
countries. 

In this regard efforts are being made to explore this issue further in order to assist developing 
countries in improving their health sector planning and budgeting, budget execution, recording 
and reporting and accountability practices. As an initial step, an assessment has been undertaken 
in five countries. Countries are Cambodia, Lao PDR, Mongolia, Philippine and Vietnam. The 
purpose of this assessment was to: (1) review the current situation; and (2) identify issues·and 
challenges and iii) define future actions for the WPRO. 

This paper is structured in three main sections. First part examines country by country the 
financial management practices in the areas of health planning and budgeting; budget execution, 
recording and reporting; and accountability, plus the institutional capacity of finance personnel. 
Second part describes recent reform initiatives and assistances provided. The third part 
summarizes the issues and weaknesses prevailing among countries. And lastly it lays out 
suggestions for some key areas for intervention by the WPRO in short to medium term. 

The findings of the assessment reveal that there are weaknesses and issues in the public financial 
management of health sector in these countries. Followings are the summary of some key issues 
in each area which are further explained in detail in the paper. 

They include: 

Summary of issues in health planning and budgeting shows: 

• Lack of coordination between national and sub-national level 
• Lack of coherent approach to translate policy and plan into service 
• Lack of coordination between planning and budgeting process 
• Poor linkage between plan and budget 
• Lack of medium term perspective to financial planning 
• Incremental recurrent and inadequate capital budgeting techniques 
• Poor budget coverage 
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Summary of issues in budget execution, recording and reporting shows: 

• Issues in budget execution 
• Weak management of procurement 
• Weak accounting system 
• Inadequate reporting 

Summary of issues in accountability shows: 

• Poor monitoring of activities and expenditures 
• Confusion and non-existence of internal audit functions 

The institutional capacity is found to be one of the most critical factors contributing to poor 
performance of the public financial management system in health. Central level agencies like 
Ministry of Health has limited capacity to carry out sound financial management at all stages of 
the cycle. It lacks general support, leadership, and most importantly skilled staff to effectively 
manage the system. It is widely recognized that there is a shortage of staff with adequate training 
and experience in accounting or finance especially at sub-national provincial and district as well 
as provider levels. Therefore at provincial and below level of health system, main finance 
functions and duties like budget formulation, cost estimates, expenditure reporting is conducted 
sometimes by the health workers who has limited training in accounting and finance. They lack 
understanding of concepts of public finance management system, specific knowledge and skills 
of financial planning, comprehensive budgeting, recording, monitoring of expenditures and 
activities, financial reporting and using of available financial information. 

In the health sector, the capacity building initiatives are fragmented and most do not meet current 
requirements of new public financial management. Although many donors are providing different 
range of support through trainings and courses, coordination of donor funded capacity building 
has been also poor. Moreover, there is limited information on financial management staff 
quantity, placement, qualification and skills. The current human resource plans in health do not 
have specific plans for capacity building and competency development of finance staff. 

Against such background increasingly over the last few years, all countries have been active in 
overhauling of the public financial management through adoption of comprehensive reform 
programmes covering all cycles and lead by the Ministries of finances and supported by the 
development partners. Reforms concentrate at national level mostly and focus to fiscal 
institutions. Assistances at central level come in short and medium term projects manner and 
involve line ministries through pilot studies which are conducted and lasted within project 
lifetime and lack sustainability and integration to existing system. In the health sector it resulted 
in efforts to harmonize planning and budgeting, MTEF, prioritization of plans, performance, 
programme and output based budgeting, improvement of existing budget classification system, 
autonomization of health facilities, introduction of new accounting system, and improvement of 
financial management information system. 

On the other hand, health sector independently receive other external supports designed for health 
which has elements and components for improving the financial management and capacity of the 
Ministry of Health and sub-national health institutions. A number of donors have been providing 
supports among which Asian Development Bank, European Union, and World Bank play the 
largest roles. Most assistance has been provided in the form of short to medium term projects and 
programmes with focus to selective provinces and districts. In addition, most support to date 
concentrated to also specific issues of the financial management (most projects focus to planning 
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and budgeting), had limited country coverage and furthermore coordination, sustainability, 
absorption and ownership issues have been questionable not to mention their differing 
prescriptions. 

At the Ministry of Health level, comprehensive strategic view or framework for financial 
management with clear plans for implementation while taking account existing capacity and 
forthcoming public finance reform agenda of the government is one that lacks virtually in all 
countries. 

Key areas of further work for the WPRO in the short to medium term are: 

• In collaboration and coordination with other development agencies, initiate and support 
development of the comprehensive health sector public financial management framework in 
countries. 

• Within the framework, initiate or coordinate development of integrated capacity building plan 
on financial management in health sector. 

• In line with framework, provide specific supports to health managers, finance and budget 
officers particularly at sub-national level through training and generic resource guide on 
financial management. 

• In line with the framework, coordinate efforts in financial information system development in 
health sector. 
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1. Introduction 

Health care financial management is one of the important components of health system. Ensuring 
adequate, sustainable and effective health financing arrangements that guarantee equitable access 
at least to basic and essential health services by all population segments is the main goal of the 
health financing (or financial) system in countries. Achievement of this goal is largely dependent 
on how countries' allocate the resources through effective financial planning and how effectively 
and efficiently these resources are managed and held accountable to ensure planned activities and 
services are performed. Another word, it relies on the public finance management systems of 
countries. Public finance management system encompasses processes including policy and 
planning, budgeting, budget execution, monitoring and accounting, auditing and evaluation of 
financial resources. 

Health planning and budgeting 

• Plan outlines the course of action health managers intend to follow in order to achieve 
defined goals and policy objectives. 

• A financial plan helps to determine financial resources along with sources of funds required 
for achieving policy, strategy or service objectives across several years (usually 3-5 years). 

• Financial planning is the process of identifying funding requirements, together with source of 
funds, to support either policy or strategic intent or in the case of individual agencies -
service provision. The aim is to ensure consistency between health sector policy, goals and 
funding. 

• A budget helps to project the costs and revenues of a defined activity, programme or project, 
or organization for certain period of time usually a year based on policy objectives/plan 

• Budgeting is the process of translating decisions into implementation with available 
resources. 

Budget execution, accounting or recording and reporting 

• Budget execution implies the process by which the financial resources are made available to 
an agency and directed and controlled toward achieving the objectives for which the budget 
was approved. 

• Accounting is systematic recording, classifying, reporting, and analyzing the all financial 
transactions of an organization. 

Accountability 

• Internal control may be defined as the policies and procedures used to help ensure that 
government programmes and activities achieve their intended results; that the resources used 
to deliver these programmes are consistent with the stated aims and objectives of the 
organizations concerned 

• Auditing is the process of an independent review of financial statements in order to determine 
the legality of transactions and the accuracy of records. 

Countries have established processes and approaches for budgeting, financial planning and 
management for their finances. Similar rules and regulations on budgeting, financial planning and 
management can be found in different countries. For example, budget laws regulate the process of 
developing annual budgets where ministries of finance (and in certain cases ministries of 
planning) play an important role. Medium and long term financial planning is supported as part of 
national and international efforts to improve health systems performance and financing. These 
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include the initiatives on health sector master plan, medium term expenditure framework, public 
sector expenditure review, costing of MDGs and others. On the other hand, management of 
financial resources are handled through countries' budget appropriations which has legislative 
status and accounting and treasury rules and regulation and supreme audit institutions as 
mechanisms for ensuring accountability of public funds. Appropriate financial data and 
information communications technology is also required to develop budgets, financial plans, to 
implement, monitor, evaluate and manage financial resources as effectively as much possible. 

This paper examines the current practices and situation of various financial management 
processes and approaches at sub-national level and to some extend the national level as well with 
a view for a system perspective, in the selected WPR countries. The countries covered under the 
assessment are Philippines, Cambodia, Laos PDR and Vietnam. The first part examines the 
financial management capacity including the capability of finance personnel by three main sub
systems (policy setting, planning and budgeting; budget execution, recording and reporting; and 
accountability and control) in turn by country. The next part describes the key reforms undertaken 
in this area. The last part summarizes the issues and weaknesses prevailing among countries by 
three main subsystems. Finally, it lays out suggestions for some key areas for intervention by the 
WPRO in short to medium term. 

The methodologies used for this assessment were targeted interviews as well as reviews of papers 
and policy documents developed up to date in the line with the outline prepared for the 
assessment. Interviews were conducted with key professionals including planning, budgeting and 
finance officers in ministries of finance and ministries of health; sub-national provincial level 
budgeting and accounting and treasury officers; health managers and finance officers at 
provincial and district health departments; hospital manager, hospital planning and finance 
officers; and groups such as local finance committee. The discussions revolved around four main 
topics including policy setting, planning and budgeting; budget execution, recording and 
reporting; and accountability and control as well as capacity in financial management system at 
national and sub-national level. We also reviewed resources and papers available including 
national health policy and plan documents, budget proposals, investment proposals, annual 
reports, as well as reports by international organizations active in this area. Due to the time 
constraints and availability of information, the depth of assessment might differ from one country 
to another, however full attempts are taken to cover all key issues under examination. 

PART 1 

2. Current practices in budgeting, financial planning and financial management in selected 
countries in the Western Pacific Region 

2.1 Health planning and budgeting 

Philippines 

1 
At present, the Fourmula One for Health (2005-2010) and the National Objectives for Health 
(NOH) are the main policies in the Philippines health sector. The Fourrnula One outlines goals, 
general and specific objectives and provides principles for implementation. The NOH sets 
indicators and targets for each specific objective under each components of the Fourmula One. 
The Fourrnula One and the NOH do not provide information on financial resource implications 

I 
Fourmula One is the operational framework for reforms in the health sector and has four components: Service Delivery (Public 

Health and Hospital), Heal1h Care Financing, Regulation, and Governance 
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for stated objectives and their targets. There is an effort to introduce Medium Term Expenditure 
Framework as the government planning and budgeting framework to support the policy and 
plans. In the health sector in support of the Fourmula One, the Health Sector Expenditure 
Framework/HSEF (2007-2011) has been developed which focused to defining resource 
requirements for public health programmes implementation over the next three years. The HSEF 
will be updated regularly to serve as main framework to plan and re-allocate the national 
government expenditures on health, including planning and programming the use of other foreign 
assistance for health. 

The Local Government Unit Code (1991) requires local government plans to be in harmony with 
national objectives and respective plans. However, the existing linkage between national 
objectives and provincial and provider level plans tends to be rather procedural. In the province 
visited, the medium term local development plan included development objectives, strategies and 
programmes and projects for the health sector based on local issues and concerns. The document 
did not reveal the linkage between national and provincial objectives and plans. In addition, there 
is a medium term local development investment programme that includes new capital investment 
projects and programmes in the health sector which are mainly construction, renovation and 
repair works planned for the next five years. The plan and programme contained some estimates 
of their financial implications which observed to be developed through unclear processes. 
Presently the local development investment programme is used for setting boundaries for annual 
investment programmes. Service providers and health institutions below provincial health 
department level do not develop medium term plans. 

In addition to routine annual planning, there are recent requirements to develop additional plans 
which sometimes confuse and fragment the process. They include plans for GAD (gender and 
development), elderly people and people with disabilities, implementation of basic social services 
responsive to the Millennium Development Goals (MDGs), such as nutrition services, maternal 
and child health services, health services to combat Human Immune-Deficiency Virus 
(HIV)/AIDS, malaria and other major diseases etc. The preparation of this plan is fairly 
mechanical in nature. For example, it was observed that the GAD plan is just a summary of 
projects and interventions in maternal care, reproductive health services etc. Some local 
government units did not have a GAD plan but had the budget for it. Furthermore, in terms of 
annual operational plan, the range of activities in one municipal hospital annual plan for example 
included activities such as supervision of staff, various meetings to attend, documents to submit 
and clinical supervision to lower levels etc. The plan did not seem to reveal the clear information 
on activities in terms of interventions and direct service delivery to population. 

Overall, the basic elements of annual budgeting process are well established in Philippines health 
sector at all levels. There are efforts to establish coordination between planning and budgeting 
process through establishment of committees at both national and sub-national level. Through an 
annual Budget circular the Department of Budget and Management (DBM) sets budget ceilings 
for all national agencies like Department of Health. This ceiling is not for the whole health sector 
thereby weakens the central and sub-national plan and budget links and overall allocative 
efficiency. The Department of Health finance services department decides on ceiling to its 
national health agencies and hospitals based on past year and current year actual spending. It also 
conducts budget consolidation for budget requests of all Department of Health agencies2 and the 
department itself. Like in most countries under this study, there is a tendency both for national 
and local level hospitals and institutions to ask as much as possible because budget requests are 
usually not approved as they submitted. Interviews with related budgeting officers as well as 

l 
There are around 73 national health institutions, hospitals and sanatoria function under direct supervision of the DOH. 
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3 
findings from other sources reveal that the Department of Health has weak capacity in assessing 
the robustness of budget requests from health institutions and hospitals. 

Since last year, the budget for national agencies is formulated according to the new approach of 
output based budgeting/organizational performance indicator framework which shows the links 
between programmes and projects and their budgets with major final outputs4 (MFOs) of national 
level organizations. There are five MOF5 in the Department of Health. A new guideline on 
ceiling and prioritization6 of resources is now being developed to provide guidance to 16 regional 
offices of Department of Health for allocation of national level budgets to their respecti ve tertiary 
and secondary hospitals. However, the task is challenging and the Department of Health and 
others face difficulties like adequately defining outputs and respective indicators and estimating 
costs of maj or final outputs. 

Local government units (LGU) code sets the budgeting process for this level. The annual budget 
at provincial level is prepared with limited guidance and oversight of the Department of Health as 
a result of the decentralized resources and service delivery arrangements. The LGU Finance 
Committee which consists of for example treasure, accountant and budget officer, issues the 
budget call and sets ceilings for each sector's recurrent budget prior to budget formulation. Such 
call usually provides directions on local government general objectives, policy prioritization 
(based on local heads thrusts and medium term local development plan), ceiling for each sector, 
standards and norms for line item input calculation, budget preparation forms and timeframe to be 
followed in budget preparation. The annual budget proposals of the provincial health office and 
health facilities are developed in incremental manner based on last and current year actual 
spending by 3 main types of line item expenses (personal services, maintenance and other 
operating expenses, capital outlay). There is a requirement to develop much more detailed 
computation of each input under the three main budget classifications. The provincial health 
offices consolidate all proposals in the health sector and submit to the provincial budget office. 

7 
Except for some special public health programmes and projects the budget proposal does not 
show link between service delivery activities and budgets. Line item inputs are costed according 
to norms of local finance office but with little reference to planned health activities and 
interventions where funding will be used. Thus, the presentation of the recurrent budget is a mix 
of programme/project based budget and the historic line item budget. 

The LGU Code also stipulates that some 20% of the Internal Revenue Allotment (subsidy from 
national government) should be allocated for development or new projects and programmes under 
the annual investment programme where separate proposals are prepared by the health office and 
submitted to the local policy development office and adopted prior to annual budget call. The 
proposal requires standard information on project rationale, objectives, type and number of 
beneficiaries, project duration, cost breakdown, target project output, source of funds, 
implementation schedule. The office then screens these proposals against criteria like local head 
thrusts, local development plan policy objectives and strategies. The offices recognize that 

l 
Final report: Public Finance management diagnostic assessment, EC project, 2005 

4 
MFOs are defined as goods and services that a department or agency is mandated to deliver to clients through implementation of 

programmes, activities and projects. 
5 

health nutrition and population policy and progrannne development, capacity building services for LGUs and other stakeholders, 
leveraging services for priority health programmes, regulatory services for health products, devices equipment and facilities and 
tertiary and other specialized health care 
6 
7 Taking into account criteria like burden of disease, size of population, poverty index and geography 

A budget proposal from a municipal health office covered public health progrannnes and projects in child care, safe motherhood and 
family planning, voluntary blood service etc. These programmes and projects are expressed in activities, target, quantity, unit costs 
and total costs. 



Annex 4 

considerations of economic, social and environmental appraisals for development projects are not 
practiced effectively due to mainly shortages of skills in this area at local levels. 

In short, there are common agreements that current budgeting process and approach in the 
Philippine health sector has limitations. Budgets do not reflect adequately sector priorities which 
mean that links between financial planning and health plans remain weak. The formal budgeting 
does not cover all financing sources and expenses at health institutions and organizations. The 
budget formulation is largely incremental. Although budgeting is regarded as one of the most 
important event in the organizational operation, provincial health managers, hospital 
administrators and finance officers recognize that they still treat it as a routine compulsory 
exercise which required only for obtaining money from funding agencies. There is little internal 
to sectoral and organizational collaborative process in budget formulation. It is viewed as a task 
of the finance departments and finance officers. 

Cambodia 

g 

The Health Sector Strategic Plan (HSP) is the main policy in Cambodian health sector. The 
process for deVeloping health plans is relatively well established. This is especially the case for 
annual operational planning at central and provincial level health sector. Over the last three years, 
the Ministry of Health has been implementing the Annual Operational Plan (AOP) which is the 
main plan for the year aligning objectives and strategies set out in the HSP 2003-2007 to 
activities, programmes and budgets of health institutions and providers. There is a mechanism to 

9 
set priorities for the year based on annual reviews of last year performance which is conducted 
through consultative workshops involving all stakeholders to discuss achievements and 
constraints and ways for improvement. The AOP guidelines have been developed to facilitate and 
improve planning exercises and establish a system of coordination from central MOH to sub
national and provider level. The guidelines are at early stages of institutionalization thus require 
continuous capacity building especially at provider level. For example, some providers reported 
that they face difficulties to translate objectives to programmes and to activities. 

The first Health Sector MTEF (three year rolling plan) has been developed to support the HSP 
2003-2007 which shows a comprehensive overview of all funding flows into the health sector. 
The MTEF is yet to be further integrated to existing financial planning process of the government 
because it is not utilized as medium term financial framework which sets the resource ceiling for 
sectoral annual budgeting exercise. The central level health institutions and provincial health 
departments (PHDs) are also required to develop three-year rolling plans. Operational districts 
(ODs), referral hospitals and health centres do not develop three-year rolling plans. Achievements 
in this regard are limited to extensive annual planning exercises. 

Prior to start of the formal budgeting process, the Ministry of Economy and Finance (MOEF) 
usually provides the circular which describes principles for budget preparation for the following 
year. The circular sets the aggregate budget ceiling as well as caps for individual budget line 
items. The ceilings are based on the past year budget execution level. The MOH uses a formula 
(including criteria such as number of activities and bed size etc) to allocate budget to its central 
agencies but allocation to provinces are conducted through the MOEF system based on past year 

Strategic Plan identifies eight core strategies in the six priority areas: health service delivery, behavior change, Quality 
improvement, human resource development, health financing, and institutional development 

Emergency and obstetrics care, attendance at delivery by trained health providers, implementation of the 11 child survival scorecard 
interventions, full minimum package of activities status at health canters and RH including birth spacing services are priorities for 
2007 
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expenditure with some increments. Provinces then decide for allocation to different sectors. This 
allocation tends to base on the past budget execution levels. 

Currently, there are two parallel annual budgeting processes at sub-national PHDs and ODs level. 
Obviously this reduces the efficiency and effectiveness of the process, as PHDs have to respond 

to different requirements of different central agencies 10. Within public finance reform, the MOEF 
is piloting the programme based budgeting (PBB) through national agencies like the MOH and 
central hospitals and national institutions. At present, there are five programmes identified as 
priorities and the PBB is applied for only 6% of the total health budget. However, the MOH has 
rolled out to experiment the programme budgeting to entire public health system since this year. 
As part of the programme based Annual Operational Plan provincial health departments prepare 
the PBB for submission to the MOH and a traditional input based incremental budget to the 
MOEF. The PHDs budget proposal encompasses budgets of all health facilities under its 
territorial jurisdiction. They are operational districts and referral hospitals and health centres. 
Programme based budget is based on agreed goals and objectives and respective activities under 
given budget ceilings and indicators to monitor the implementation. This budget intends to 
include both government and donor-funded activities under each programme. The budget to 
MOH is bottom-up process but this is not used for the govemment formal budgeting by the 
MOEF yet. The MOEF has plans to gradually roll out the PBB to provinces over the coming 
years. 

Provincial health department's line item budget proposal to Provincial Department of Economy 
and Finance (PDEF) is still incremental in nature. It is based on past year actual expenditure and 
not linked to activities and services of the health organizations. Norms are used to calculate the 
amounts and cost of each line item. The PDEF does not question much the budget proposal as 
long it is kept under the ceiling provided prior to budget formulation. This disconnect weakens 
health facilities' and institutions accountability for budget in terms of services and activities to 
achieve plans and objectives. 

The programme based budgeting initiative is expected to improve links between health priorities 
to the resource allocation and utilization. However, the programme based budgeting is new and 
the MOH expressed challenges related to capacity and coordination. For example, the MOH finds 
it difficult to appropriately define sector programmes including all minimum and complemetary 
package of activities and interventions such as services to patients which are not covered under 
the five programmes. Even at the MOH level, there are only very few people with technical skills 
in programme based budgeting. In some cases, PHD staff sees the PBB as another difficult task 
imposed by the central level and lacks understandings about benefits to them. Some providers 
reported that their annual PBB to the MOH was just an exercise of an accountant who played 
with numbers with no basis of calculation as per actual activities. At this stage, provinces and 
health care providers need continuous and well coordinated support and guidance to prevent 
mistakes of poor implementation leading to another range of different reforms. 

Like in Philippines, the Cambodian health sector suffers from fragmented budgeting process by 
type of institutions and by nature of recurrent and capital budget. This undermines the overall 
sectoral allocative efficiency objective as they apply differing approaches and priorities. 
Investment budgets are prepared separately from recurrent budget and handled by the Ministry of 
Planning (MOP). Although there are discussions to improve linkage of policy and funding the 
attention is more on recurrent budget formulation process. Investment budget is linked weakly to 

10 
Cambodia Health PETS: Public expenditure tracking survey report, 2007, World Bank, WHO 
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government policies and as it was reported in other times, allocation and screening processes are 
not clear. Ministries prepare annually a medium term (thee years) framework in the form of a list 
of prioritized projects that they submit to Ministry of Planning for screening, overall prioritization 
and consolidation. The MOP undertakes discussions and negotiations with ministries but 
economic appraisal considerations are not used. 

On the whole, the formal budget coverage is limited to government funding at this stage. 
Currently, donor funding accounts for more than half of the total public funding to health sector. 
The MOEF is taking actions to integrate donor funded projects to the government budgeting 
process. However, other off budget funds including nongovernmental organization projects and 
user fees are still common practice at health facilities. In general, the understanding of 
comprehensive budgeting is meagre at sub-national and provider level. 

LaoPDR 

The sixth Five-year Health Development Plan for 2006-2010 is the main policy in Lao PDR 
health sector. This plan is based on country's other general and health sector specific plans 
including the vmth Party resolution, National Socio-Economic Development Strategy (NSEDP), 
The National Growth and Poverty Eradication Strategy (NGPES) and the Health Master Plan. In 
2002, the Health Master Plan (2002-2020) was developed with the assistance of the Japanese 
International Cooperation Agency (JICA). 

There is a clear lack of coherent coordination between national and sub-national level health 
plans. The current Health Development Five-year plan is still pending for an approval by the 

11 
government. Provincial health offices visited have already developed and started using them 
with approvals of their governors. Districts have five year health plans based on provincial five
year plans. However, some districts appeared to have no annual health plan but had budget 
proposal. Health plans examined, even the same type of plans tended to vary in terms of formats, 
types of information, clarity of objectives and activities as well as to level of details for targets 
and indicators. On the whole, there also appear to be confusion as to how planning 
responsibilities are allocated among different administrative levels like the Ministry of Health 
Central, Provincial Health Office (PHO) and District Health Office (DHO) in the health sector. 

In recent years, there have been good efforts to introduce medium to long term financial planning 
in the health sector. Within the reforms in overall public finance, the first Health sector Medium 
Term Expenditure Framework (MTEF) is now being finalized with the assistance of the Asian 
Development Bank (ADB) and the Ministry of Finance (MOF). In addition to this effort, the 

12 
MOH is planning also to implement a Health Planning Tool for 2006-2020. From the limited 
information obtained during the interview with staff, this is a tool where inputs for activities and 
programmes are inserted with expected outputs in terms of resources required including funding 
and personnel. Currently this was used to estimate resource requirements for implementing the 
sixth five-year Health Development Plan. The streamlining and institutionalization of different 
efforts is needed to avoid confusion and duplication. 

Although five-year health planning exercises have been used widely, the financial planning 
aspects of plans are somewhat vague at sub-national health institutions and health care providers. 
For example. in the province visited the financial estimates for the five-year plan was performed 

11 

12 
They are technically accountable to the MOH and administratively accountable to provinCial Governors. 

Tool is not available. 
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through an ad hoc approach like taking the previous year expenditure figures, estimates of similar· 
type donor projects and programmes etc. The five year health plan of a district health office 
showed activities, measurement unit, and targets but no information on financial implications of 
the activities to perform. 

The coordination and integration between planning and budgeting is fairly limited. The Planning 
departments at district and provincial levels do not appear to ensure adequate coordination of the 
planning and budgeting process. In practice, the planning is seen as responsibility of the 
Department of Planning and budgeting is seen as Department Finance responsibility. The sub
national level government units visited did not have intersectoral planning and budgeting 
structures. Similar kind of picture can also be observed within provincial health offices and health 
providers as well. 

Current practice in annual budgeting provides a weak basis for aligning resources with policies in 
Five-year Health Development Plan. First of all the annual budgeting process is institutionally 
fragmented. The Committee for Planning and Investment (CPI) takes responsibility of overall 
consolidation and formulation of capital investment budget and the Ministry of Finance (MOF) is 
in charge of budgeting for recurrent public expenditure. Similarly, at the local level, the 
provincial planning unit allocates investments across line agencies and districts, and the 
provincial finance office provides the recurrent budget. 

The MOF sets the circular but there are times that such indicative guidelines are not issued before 
the budget formulation process starts. In such situation line institutions simply start the process as 
usual based on past and current year actual spending. In general, the MOH is responsible for the 
allocation of resources to only twenty three national level agencies including central hospitals and 
health institutions and national programmes. Allocation to these agencies is based on past year 
expenditure and staff norms and not linked to prioritization and different needs. 

There is no mechanism for ensuring that provinces reflect national priorities in their budget plans. 
The Public Expenditure Review and Integrated Fiduciary assessment report (2007) conducted by 
the World Bank notes that due to highly decentralized decision making for resource allocation, 
both MOH and MOF have almost no influence over allocation of recurrent budgets to health 
sector. Provincial allocation to district hospitals and health centres is linked to number of staff not 
to local health needs. Within the Public sector financial management reform, the MOF has plans 
to implement needs based resource allocation to provinces which will be developed in 
consultation with line ministries like MOH. This effort will certainly help to balance existing 
resource allocation issues for among provinces. 

The MOH and provincial health offices prepare independently their budget proposals for the 
health sector under their jurisdiction and submit to the MOF. As the allocation is based on staff 
norms there is general tendency to play with such incentive to increase the budget. This type of 
approach does not support the agenda to move towards priority based coherent budgeting. The 
recurrent budget for government funding at all levels of health system is incremental line item 
based. There is little in the way of dialoguing between the Provincial finance offices and 
Provincial health offices in terms of purposes of spending. Some provinces claimed that when 
proposals are eventually finalized by the finance office and submitted for approval their 
respective budgets look like the scaled down versions of the proposals that they submitted. It 
appears unclear as to where changes to submitted budgets take place and on what basis. 

As it was reported in many other documents, the proportion of the capital expenditure is high and 
takes nearly 40% in the total government spending for health. However, the capital investment 
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planning has weak links to sectoral priorities. Currently, there are no clear approaches as to how 
capital investment decisions are made. According to interviews with officials in the MOH, the 
utilization rate of health facilities remained low. Priorities for capital investment decision making 
is argued to be based on five year health development plan. However it is quite possible to justify 
such links by many different ways as the plan is formulated in broader sense. The Committee for 
Planning and Investment (CPI) provides the guideline on the investment project development. At 
line agency, sub-national health and provider level, this process is limited to the identification of 
needs of different level and the project cost is defined through guessing and approximating 
approach. There is little in the way of project appraisal. The new CPI manual is expected to 
improve the current practices of investment planning however substantial training and hands on 
help is needed at all levels especially at provincial level. 

The official budget is formulated only for general government funding (approximately 10 percent 
in total health expenditure) while other substantial items like user fee and drug revolving fund, 
are not covered and no coherent and integrated plans exist for these sources at all levels. In 
addition, most donor funded projects and programmes are not included in the recurrent budget. 
The coordination and harmonization of donor funded projects and programmes to government 
system are debated to be an important agenda among parties concerned. However little has been 
achieved up-to-date. 

On the whole, as result of decentralization, some planning and budgeting responsibilities have 
been devolved to provincial health offices and district health offices. However, this transfer of 
responsibilities has not been accompanied by clear guidelines from the MOH about how to plan 
and budget at local level. Donors have provided differing guidelines within the projects in health 
sector. Although the intention is to promote the comprehensive planning exercises at provincial 
and district levels the focus still remains to donor project fund management. Once approved 
officially, the forthcoming Health Management Manual initiated by the MOH is expected to help 
in clarifying some of the current issues. 

Viet Narn 

The budgetary process begins with circulars from the MOF on recurrent and the MPI on capital 
budgets. MOF issues an indicative target to each ministry, locality (provinces, cities, etc.). The 
ministries and localities prepare their budget plan according to the formats and tables issued by 
the MOF and MPI submit to each separately. 

The MOH has a little role in deciding the overall budgetary allocation to the health sector. The 
current method used by MOF to allocating recurrent budget for health, based on population 
combined with regional coefficients, does give priority to mountainous and disadvantaged areas, 
yet the allocation coefficient is still low and does not have any significance in reality. The locality 
then decides on allocation to each sector. The MOH is developing intra-provincial budget 
allocation norms for provincial People's Committees to refer to when drafting their annual 
budgets. 

The budget for national target programmes is allocated to each locality according to need which 
depends on the morbidity patterns across localities. Inter-ministerial circular of the MOF and 
MOH in June, 2002 provides instructions on the contents and spending norms for national target 
programmes for the control of social disease, dangerous epidemics and HIV/AIDS. According to 
this circular, each programme has norms depending on characteristics of each programme. 



Annex 4 

Criteria for allocation of investment capital in the balancing of resources across sectors include 
population, ethnic minorities level of development, amount of local budget subsidized from the 
central budget, natural area of the province, number of districts and disadvantaged areas in the 
province and a few other criteria related to special characteristics of the provinces such as maj or 
cities, central level cities and focal area provinces. 

A revised state budget law in 2002 provided legal platfonn for budget management in managing 
decentralization, strengthening transparency and accountability, promoting administrative 
rationalization and streamlining. Especially the roles and responsibility of central and subnational 
government are clarified. 

The Medium-Tenn Financial Plan and the Medium-Tenn Budget Expenditure Plan have been 
developed to ensure the sustainability of budget as well as to determine programmes and 
activities of the ministries sectors and locality in three years from the following years of budget 
plan. 

The development of a Medium Tenn Fiscal Framework (MTFF) and Medium Tenn Expenditure 
Frameworks (MTEFs) in sectors and provinces are included in strengthening state budget and 
investment planning of Public Financial Management Refonn Project (PFMRP). 

Mongolia 

At present, the Health Sector Strategic Master Plan (HSSMP 2006-2015) is the main policy 
pursued by the Mongolian health sector. Until recently there was no integrated health policy 
document in Mongolia although various strategies and public health programmes existed. 
HSSMP defines twenty three strategies in seven priority areas of work in the health sector. There 
are three accompanying documents including Planning and budgeting framework, Monitoring 
and Evaluation framework and the MTEF. Issues related to the MTEF implementation are fairly 
same as in other countries. This MTEF showed good picture of the funding flows and desired 
expenditure pattern across several years. At more operational level, according to Public Sector 
Finance and Management Law, all level health institutions are required to develop three year 
strategic business plan. The concept has not been institutionalized and regarded as part of the 
public sector day-today business. It means that medium tenn planning is still symbolic process in 
Mongolian health sector. The actual annual planning is limited to annual review workshop 
conducted in the first quarter of every year. The workshop defines the main policy objective for 
the coming year. This is then reflected in the aimag/provincial level health sector and in the 
provider's annual plan. Generally, planning process is not well established and capacity is weak 
at both national and sub-national levels. 

Budget cycle and process is set out in two conflicting legislative acts. They are the Budget Law 
and the Public Sector Finance and Management Law (PSFML) of 2003. The fonner require 
economic or input based classification in budgeting whereas the latter enforced the output based 
budget fonnulation. The linkage between health policy or plan and budget is still weak. 
Budgeting is prepared with little reference to interventions and services of providers and health 
institutions. This exercise is incremental based on previous year actual execution. Line item 
costing nonns are not issued and not used often. Some health facilities tend to use such nonns. 

The MOH is the central agency responsible for budgeting and expenditure management in the 
health sector and thereby oversees vertically all national and sub-national health budgets. Unlike 
other countries under the study, it is the MOH who decides on the budget allocation to aimags' 
(provinces) health sector and to lower level health institutions. At the moment there are no 
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concrete resource allocation rules but MOR is moving to population based risk adjusted funding 
approach for primary level health providers. For secondary and tertiary care, the allocation is 
based on the previous year expenditure. This kind of sectoral management power came along 
with the new PSFML in 2003. 

Compared to other countries in the study, the capital budget planning in Mongolia is conducted at 
same cycle and process as the recurrent budget and both budgets dealt at the MOF level through 
MOH. However underlying issues are still the same. The Public investment programme remains 
fragmented and sector policies are not effectively linked to investment budgets. This is list of 
capital projects selected though no concrete prioritization process. Politics plays an important role 
in capital investment decisions. There is little in the way of comprehensive capital investment 
plan at the central MOH level. Some inventory of equipment and buildings exists but practices of 
evaluating the capital investment projects in relation to economic and social implications almost 
non-existent. 

At secondary and tertiary level, like in the other countries, the budget coverage is limited to 
government and health insurance funding. Health insurance pays 25-30 percent of the total health 
budget. Although, there is no officially approved user fee system in Mongolian public health 
system evidences show that hospitals generate additional sources of revenue through patient 
charges but it is not part of the formal budget except for some co-payment for insurance. Budget 
pan does not encompass donor funded receipts. 

2.2 Budget execution, recording and reporting 

Philippines 

The execution phase of the budget process commences following the Presidential approval of the 
General Appropriations act. Once budget is approved, the DOH's role and participation in further 
coordination and controlling of performances of financial management at national level 
institutions seems weak. The DOH revises the budget proposals according to the appropriations 
act and transfers funds to national level health institutions and hospitals based on their annual 
budget matrixes and cash plans. In case of overspending or insufficient allotments the DOH 
finance office does not transfer the funding. In recent years the electronic budget execution 
monitoring and controlling module has been introduced to line departments by the DBM. The 
module is used at the DOH and has not been harmonized with electronic accounting system 
which follows the New Government Accounting Standard (NGAS) developed and implemented 
since 2002 throughout entire public sector. 

The NGAS aims to simplify government accounting, conform to international accounting 
standards and generate periodic financial statements for better reporting and performance 
monitoring. As follow up for this effort, a computerized system e-NGAS has been also introduced 
to all government units except barangays over the last couple of years. The software is developed 
as generic for all government units and any reflection of health sector specific accounting and 
reporting context is limited. As it can be observed, new reforms introduced by the central 
government fiscal agencies like the COA and DBM such as above which require careful 
integration and coordination, have not been adequately absorbed at the sectoral level and line 
agencies like DOH lacks capacity to actively participate and manage with a comprehensive 
sectoral perspective. 

The attempts to improve technical efficiency for resource use through the procurement reform 
have been one of the key issues in the Philippine public sector. The key achievement in this 
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regard has been the enactment of the Procurement Law in 2003. As follow up new rules and 
regulations have been issued to streamline the public procurement system. The electronic 
procurement system has also been initiated at the DOH. 

Financial performance monitoring is weak within the health sector. There are limited information 
at the DOH on spending and fmancial accountability and results for its agencies and hospitals. 
Past year expenditure by line item objects for only national level agencies and Centers for Health 
Development in regions is probably the only complete data available on public health expenditure 
at the DOH level. From sub-national level, a little financial data is reported to DOH. Operational 
reporting is conducted separately through health statistics system. There is an initiative through 
establishment of the unified management information system to integrate and use financial and 
operational information for decision making. 

Once budget is authorized which might go beyond the budget calendar, local government units 
like provincial health office and respective health institutions and hospitals develop their 
spending plans including cash disbursement plan in consultation with local treasury, budget and 
accounting staff. Payment system is centralized at central LGU level and each sector bas separate 
accounts for general fund, special purpose fund and for trust fund which supports initiatives like 
Fourmula One. The LGUs and respective health facilities visited reported that payments are 
disbursed according to the plan in timely manner. Agencies and institutions are requested to 
follow the disbursement plan and virement among line items is not allowed. In case of 
overspending, treasurer does not sign out the requests and when necessary supplemental budget 
appropriations are issued. Many of such supplemental appropriations are not encouraged as this 
affects initial budget plans and performances of organizations and the local plans. When balances 
are remained unspent differing practices existed at LGUs visited. Sometimes balances are 
collected centrally and reallocated to different needs and other times respective institutions have 
entitlements to carry over the fund in the ensuing year. 

Within the promulgation of the new procurement law, the centralized procurement committee is 
established to handle all LGU procurement requests planned under the work and procurement 
plan submitted as part of the annual budget proposal. The committee attempts to ensure the 
implementation of basic criteria such as price of goods and services in procurement operations. 
The delays in procurement have been observed. For instance in drugs procurement delays 
occurred due to disagreement on selection between branded and generic items. 

All accounting and budgeting classification or coding schemes integrated into a common 
classification under regulation of Commission on Audit and Department of Budget and 
Management and Department of Finance. These classifications and forms are under frequent 
change due to policy requirements and improvements. Classification schemes for accounts use 
economic categories within personal services, maintenance and other expenses and capital outlay. 
Only until last year the accounting has been largely manual but eNGAS is being installed and 
trainings are conducted to improve the system at many provinces. 

Quarterly financial statements are prepared by the LGU accounting office and audited by the 
Office of the Commission on Audit and submitted to chief executives and legislatures as well as 
to regional offices of the DOF. Some health facilities like municipal hospitals and below level 
providers do not have qualified accountant. Instead, except annual budget formulation and some 
'embedded internal auditing' responsibilities, the most financial management functions including 
financial statement preparation and routine reporting are administered and conducted by the 
accounting and finance office at the LGU central office. Hospitals would have designated finance 
officer who is in charge of conducting internal control and reporting responsibilities to make sure 
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that all transactions are in line with procedures and forms and the organization is spending 
according to the budget plan. These officers usually have non-finance background. 

In general, the financial management information system is dominated by accounting database. 
The provincial health offices develop regular monthly reports on spending in comparison to 
approved budgets by facilities. The common type of information at provider level included 
government budget and expenses by line items and petty cash statements. Hospitals report 
separately on their operational service delivery issues including achievements, targets, morbidity 
and mortality issues and challenges and problems etc. In terms of hospitals' and health 
institutions' financial situations, the more likely indicators to be looked at by upper level 
managers who has limited background knowledge of finance, would include some comparison of 
total spending between same level facilities, total and specific type of incurred arrears, 
overspending, budget as oppose to actual expenditure etc. The hospitals and facilities are rarely 
questioned about type of expenses relating them to final outputs and services. 

There are other sources of funds which are being sometimes not recorded at provider level 
therefore left outside of the integrated financial management of the public health system at local 
government units. They include assistances received from non-governmental organizations, 
sometimes official donor funds and user fee charged to patients. In general, Philippines are doing 
better in terms of recording and reporting off-budget funds through improved treasury 
mechanisms compared to Cambodia and Laos PDR and Vietnam. There is separate reporting and 
monitoring arrangement for health insurance. 

Cambodia 

As characterized through interviews with MOH officials and some external experts, the budget 
execution system in Cambodian public sector suffers from excessive pre-audit checks of spending 
decisions, centralized approval of payment orders and an ineffective system of payments by 
national and provincial treasuries and shortages of cash at provincial level. There has been an 
overall perception that decisions on budgeting and expenditure is dominated by the MOEF and 
not with the authorizing agency like the MOH and provincial governor. This makes it difficult for 
the authorizer to rationalize the budget execution. Ministries and institutions have no authority to 
vire budget allocations from one line item to another within the year. Too many stages and 
procedures of pre-audit check-ups of spending authorization and disbursements often resulted in 
delays and unclear budget execution arrangements at central and provincial levels. Provincial 
treasuries suffer from lack of cash, which then leads to the situation where PHDs and ODs further 
decide on prioritization and cut transfers of funds for health facilities. In the face of cash 
shortages and delays health facilities collect direct cash supplies through increased user fee from 
patients. They use it for staff remuneration and for operational costs. Although regulations exist 
about the use of these additional revenues in health facilities, the accountability is weak and 
under-reporting is common. Budget execution is even more difficult for below PHD level health 
institutions and facilities. When budget approved it remains consolidated at the provincial health 
department level for execution. Operational districts and health facility managers do not know 
their approved budgets. As the MOEF moves on the PBB implementation to provincial level, it is 
expected that the ODs and below PHD level health facilities are likely to face more bottom up 
responsibility to manage and be accountable for the budget management. 

In terms of procurement, recently the MOEF delegated some of its authority to line ministries and 
their provincial line departments to purchase goods and services. Central line ministries can now 
as a result of the reforms procure goods and services for up to 500 million riels and provincial 
departments have a limit of 200 million riels. In the situation of weak procurement capacity and 
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poor accountability system this also to some extend has created additional leakages to limited 

finding incurring problems like procurement at higher than market prices of goods and services
l3

. 

The mechanism to manage the use of different funds organized separately and PHDs lack 
comprehensive financial management capacity to coordinate and consolidate them. Accounting 
system is still mostly manual. Financial management staff is overloaded with routine paper 
works. In addition, Except for donor funded projects, provincial health departments do not 
produce financial statements showing consolidated picture of their finances. ODs and health 
providers below provincial health department level do not do much recording and reporting of 
financial resources. In such situation, introduction of the PBB would face another difficulty of 
activity and programme expenditure recording and reporting concerns. However, within the 
annual operational planning effort, the MOH is installing different set of monitoring mechanism 
as feedback to the new programme based budgeting system. The new quarterly reporting forms 
have been introduced that health institutions and providers are required to submit information on 
objective, indicator, target and result as weIl as budget and expenditure. This effort is in line with 
new chart of accounts of the MOEF which harmonized and unified the budget and accounting 
classifications. This arrangement needs to be integrated into operational financial information 
system of health facilities under the integrated sectoral financial management information system. 

LaoPDR 

The interviews revealed that budget execution, accounting, and financial reporting in Lao PDR 
face challenges in all subsystems of the financial management including weak authority and 
capacity of treasury offices at each level, ineffective implementation of the public procurement, 
weaknesses in the accounting and reporting system, and deficiencies in public financial 
accountability and transparency. 

As result of decentralized decision making, the provincial treasury offices likely to retain 
revenues collected for central government. This exacerbates cash constraints at the centre to 
transfer revenues from surplus to deficit provinces. Delays are common in paying for supplies 
and shortages of funds to finance other non-salary recurrent expenditures which often lead to 

14 
problems in the implementation of health programmes and services . In those provinces 
therefore, cash is frequently unavailable to most needed areas including health service delivery. 
Although, facilities visited tend to claim of little or no user fee revenue, in cases of lack of 
funding user fee appear to be an evident source of paying for much needed inputs for service 

15 
delivery. According to a recent assessment provincial and central hospitals receive between 48-
83 percent of their recurrent budget from user fees. In such circumstances, actual expenditures 
differ from approved budget and health plans. 

The MOH and provincial health offices are enabled to procure goods and services. Procurement 
committees exist and are made up of staff from different departments, depending on the goods or 
services being procured. In practice, procurement delays are observed in both government and 
donor funded purchases of goods and services. The main reasons include inefficient procurement 
procedures and limited capacity at all levels. In addition, a lack of harmonized financial 
management and procurement guidelines and procedures of differing donor projects is a serious 
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Cambodia Health PETS: Public expenditure tracking swvey report, 2007. World Bank, WHO 
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ISPublic Expenditure Review and Integrated Fiducial)' assessment report. World Bank, 2007 

United Nations Common Country Assessment: Lao PDR. June 2006 
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problem III Lao PDR. In recent years progresses are underway to improve the procurement 
system. 

According to the MOF interviews, the chart of accounts at this time does not provide the 
information needed to assess the consistency of spending, fully reconcile planned and actual 
expenditures and falls short of international accounting standards and practices. It does not show 
functional classification. 

At the MOH level, there is very limited financial database on public facilities and institutions. 
The MOH does not produce consolidated sectoral financial statements yet. There is little financial 
reporting at provincial and below levels as record keeping is low. Reporting by PHOs on budget 
outturns against plan to provincial offices are produced regularly however, the MOH does not 
receive it yet. On the other hand, the annual reporting on the past year and plan for next year is 
integrated in the performance reports sent to the MOH. The report includes separate chapters on 
expenditure and health activities. The expenditure information covers budgeted line item 
expenses versus actual spending. The activities and interventions part shows range of activities 
and targets implemented in the past year. The provincial and district health offices and below 
health facilities do not produce financial statements which show the comprehensive overview of 
their financial position. The provincial accounting office usually produces all qualified financial 
statements of government funding for sectors including health. Any type of utilization of financial 
reports appears to be very limited at PHOs, DHOs and health facilities. 

VietNam 

Ministries and provinces advise the approved budget allocations to their lower levels. These 
detailed allocations are sent to MOF for reconciliation with the total budget. 

The health sector began serious implementation of financial autonornization at health facilities by 
Inter-ministerial circular of the MOH, MOF and MOHA. In contrast to the previous financial 
regime, Decree 10(issued by government in 2002) reflects many important changes. First, fee
collecting units can actively allocate resources for implementing the tasks assigned to them. 
However, norms on labour costs according to the state salary scales must continue to be applied. 
Second, Decree 10 encourages units to increase revenues, save resources, reduce their staffing to 
facilitate increasing incomes of their staff. Third, Decree 10 also facilitates the expansion and 
upgrading of quality of fee-collecting units, and reorganizing the provision of services. 
Implementing Decree 10 has helped health facilities take the initiative in administering, managing 
and using their budgets. Health facilities implementing Decree 10 have found many ways to save 
resources and use them more efficiently. Almost all savings are a result of reorganizing the 
bureaucracy and reducing administrative costs. 

With regard to financial reporting and accounting, MOF operates under a version of the existing 
Vietnamese accounting system that is heavily geared towards central control. There are lack of 
necessary mechanisms for the control and monitoring of activities. A unified reporting system 
which is accurate and timely has not been established. So the policy-making process has not been 
supported with adequate information and sound scientific evidence. There is a lack of systems for 
the collection of accurate information, analysis of information and timely provision of 
information for the policy-making process. 

Budget execution and reporting at each level of government will be improved in terms of 
transparency, accuracy and timeliness through the PFMRP. The goal of the PFMRP is to enhance 
budget planning, execution, reporting and accountability. 
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Mongolia 

Budget is approved by detailed line item manner by all institutions at national and sub-national 
level. Budget execution is comparatively sound in Mongolia thanks to single treasury mechanism 
established at national and sub-national government units. Facilities and health institutions have 
single accounts for government budget at treasury offices of their respective government units. 
Disbursements are conducted relatively in timely manner. Virement of items is limited and such 
requests likely to take lengthy approval process which discourages health facilities from engaging 
in such practice. Carry over is not encouraged as it affects next year budget and it is more likely 
to be centralized for reallocation. The budget institutions like hospitals have tendency to spend as 
much as possible to have increased budget allocation for the next year. 

Procurement reforms have been improving the transparency and efficiency of purchase of goods 
and services but issues of corruption and quality of deliveries are common too. Under the new 
procurement act which came effective in February 2006, responsibility to review and award 
contracts have been decentralized to line ministries and provincial agencies with certain amount 
of procurement. 

The Accounting Law of Mongolia revised in 2002 mandates the adoption of the international 
accounting standards. Since last year or so, public organizations are using accrual accounting 
system. Accounting is increasingly moving towards IT based system introduced as part of the 
Government Financial Management Information System led by the MOF. The MOF has 
developed the new chart of accounts and invites line ministries to develop sector specific 
modules. However, the MOH is lagging behind in this area as there is lack of coordination of 
efforts and initiatives proposed by the MOF and other such external assistances. For example, 
ADB supported the development of chart of accounts through a short term technical assistance 
but it is yet to be taken collectively by the MOH Finance and Economics Department. Overall, 
basic recording and financial reporting mechanism is well established in Mongolia. Recording of 
government funded expenses are strictly monitored at treasury. However, most external support is 
still in the form of project assistance and does not use national procurement or financial 
management system. Donor loans are reflected in the budget through a debt management and 
financial analysis system of the MOF. Moreover, some internally generated resources are not 
likely to be recorded and reported. 

Financial reports are produced quarterly by all level of health institutions from primary to tertiary 
institution and submitted twice a year to MOH for consolidation. MOH develops annual financial 
statement for the entire public health sector and submits to the MOF. Issues are related to 
completeness, reliability and usage of such reports. Financial reports are most likely to be used 
only by accountants and health managers would have little understanding and make sense of 
them. In addition, like in the other countries in the group, financial and operational reporting is 
separate matter. Annual operational report of health facilities and institutions reflect information 
on expenditure and financial position but it is not linked to services and interventions of the 
organization. The use of such report is limited for monitoring and accountability purpose to upper 
level body and limited for internal management development. 

2.3 Accountability 

Philippines 

Generally, activities to ensure accountability of funds is limited to uncoordinated and ad hoc 
visits and assessments, review meetings, compliance and completeness checking procedures. The 
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DOH has an internal audit unit which has limitations to function in the sense of perfonning 
independent appraisal of internal operations and reporting directly to organization's management. 
There is a lack of skilled and trained staff in internal auditing. The Commission on Audit 
supervised external auditing is focused to compliance and financial auditing and weak in tenns of 
linking agency operational results to financial performance and function as instrument for 
management improvement. The audit team produces yearly consolidated annual reports and 
submits to DOH management. 

There is almost no internal audit unit or person in charge for this function at local government 
unit level. Internal audit function is conducted by the Internal control unit under the LGU 
accounting and finance office and as well as through the designated finance officers at different 
public organizations like hospitals. The functions include reviewing the completeness of 
documents and vouchers and conducting inspection of procurement deliveries to detennine 
conformity with the terms and specifications. The External audit to budget institutions are 
exercised through sub-offices of the Commission on Audit which produce reports on financial 
perfonnances of the LGU institutions and facilities and submit to LGU chief executives for 
follow up. The recommendations of such reports are taken seriously and usually well followed 
up. For instance, recommendations of such report have led to management decisions like 
sanctions on inappropriate or irregular financial actions. 

On the whole, internal auditing is observed to be a new concept at all levels of the health sector. 
The full meaning of the internal auditing is sometimes misunderstood and confused at local 
government level with routine monitoring responsibility of accountants and fmance officers and 
with external auditing activities of the COA branches. 

Cambodia 

As in other countries under this study, the weak links between plan and budget and inefficiencies 
in expenditure are partially owed to the lack of effective accountability mechanisms in 
Cambodian public sector. 

In the health sector, operational performance monitoring is limited to ad hoc onsite VISItS, 
meetings, reviews of different type of reports from provincial health departments, health care 
institutions and providers. Meetings conducted at both service provider and provincial department 
levels where progresses and issues are discussed. Reports contain different sets of information on 
activities and services in one hand and some limited data on line item expenses on the other. 
Operational perfonnance part is examined by the MOH Planning and information department 
whereas financial information by the Department of Budget and Finance. The MOH seem to lack 
capacity to effectively use the information provided due to shortages of technical skills. 

Furthermore, internal and external auditing systems are in effect at earlier stages of the 
development to deliver intended roles of ensuring sound accountability and control over public 
funds. The Audit Law (2000) provides for the establishment of an internal audit function in 
government ministries and public enterprises. Recently (2006) established Internal Audit 
Department within ministries will report to the head of each ministry, institution and will submit 
reports to the National Audit Authority (NAA). The department does not seem to be functioning 
adequately and has limited capacity to carry out auditing functions yet. The NAA is also observed 
to experience lack of expertise and skills as well as institutionalization support at higher level. 
The notion of internal audit is almost non-existent at PHDs and below levels. 
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Another institution that is involved in external auditing for PHDs and ODs is the General 
inspectorate of the MOEFIPDEF which has the overall responsibility for internal inspection of all 
publicly funded entities and organizations. It is required to conduct a regular inspection of the 
activities of entities and perform investigations of claims and complaints made by citizens and to 
prepare reports to the Minister for Finance and Economy and propose improvement measures. 
The unit is also required to regularly cooperate with the National Audit Authority on matters 
related to public finance. Again, the effectiveness of this unit has been questionable in terms of 
inspection coverage and its approaches being limited to compliance checking. 

The donor project and programmes are audited by an external independent auditing body at the 
end of every fiscal year. 

Lao People's Democratic Republic 

The mechanism of ensuring the accountability for implementation of activities according to 
budget is not developed effectively. The accountability of provincial below level expenditure is 
problematic due to deficient accounting and reporting system as well as lack of capacity to 
conduct effective monitoring and control functions. The routine monitoring functions within the 
sector is limited to uncoordinated inspection and review or assessment processes. There appear to 
be little concrete plan in this area even at the MOH level. 

The concept and understanding of auditing is still new in public sector and especially at 
provincial level. In late 90s, the Organization (SAO) was established under the assistances mostly 
provided by the ADB through short to medium term technical assistance projects. The recent such 
assistance has helped the SAO to develop the long-term institutional and human resource 
development master plan. The SAO has roles for auditing the all budget entities and donor 
projects as well. However, due to limited outputs on financial statements at all levels and 
institutional capacity issues, overall audit coverage for public expenditures has been limited. 
Local-level expenditures are seldom audited, and there is little transparency or accountability to 
public. 

Internal auditing functions are almost non-existent at all levels ofhea1th sector. The MOH has the 
Department of Inspection whose role and functions needed to be revised and improved to 
accommodate reliable accountability and internal control activities. 

VietNam 

Accountability is one of the components of good governance and is considered a focus of 
administration reform in Vietnam. The management of local public finance of all local 
governments should follow standard procedures, to maintain adequate and current accounts, and 
be audited regularly and publicly. 

As one of the most important components of the PFMRP, the Treasury and Budget Management 
Information System (TABMIS) has been introduced so as to strengthening the financial 
management capability from planning to execution, reporting and financial accounts and capacity 
to make medium-term financial plans and medium-term expenditure plans. 

In other words, to enhance the transparency and accountability of public finance management, 
financial management information systems are integrated and centralized into a single system 
through TABMIS. TABMIS will be established nation wide to all relevant offices, department 
and unit until mid 2010. 
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The government of Vietnam is considering introduction of International Public Sector 
Accounting Standards (IPSASs) which is useful for making financial report on budget collection 
and expenditure of each level of government unit. Ultimately, the PSAS' goal is to unify the 
contents and the form of report of state budget collection and expenditure. 

Mongolia 

Performance monitoring is becoming increasingly popular in Mongolian health sector. This starts 
with annual review meeting in the capital city every year where all sub-national level bodies 
report and ranked in terms of their annual performance. MOH has Monitoring and Evaluation 
department which conducts annual performance assessments of all sub-national level health 
departments and national level facilities and institutions for submission to annual review meeting. 
The MOH uses a generic guideline for performing such assessment. The approaches for such 
assessment include review and assessment of annual reports, ad hoc site visits etc. Assessment 
takes into account both financial and non-financial performance indicators considered in separate 
manner. Financial performance indicators include amount of incurred arrears, overspending, 
approved versus actual spending, ratio between personnel versus operating expenses etc. In 
general, such assessments focus heavily to health service outcomes measures expressed by 
mortality and morbidity indicators. Hospitals are ranked according to such outcome indicators 
among others. 

Similar to other countries important financial management accountability mechanisms like 
internal auditing is not established in Mongolian health sector. MOH does not have such unit. 
Only recently, the MOH recruited a chief accountant for the health sector who basically performs 
authorizer's role as well as perform some internal controlling function of compliance checking. 

Annual report of the MOH is audited by the National Audit Authority for external aUditing. 
Sanctions and follow up measures are performed. 

At sub-national level, financial performance monitoring is conducted by the local inspection 
agency on the financial statements of health institutions and limited to compliance assessment 
like financial transaction procedure and accuracy checking. 

3. Institutional capacity in financial management 

Philippines 

The DOH has the Finance services department which deals with budgeting and accounting 
functions as their main responsibility. It is observed that the department's focus is the DOH 
central spending and pays insufficient attention to even its national level hospitals and 

institutions. As it was studied during interviews and mentioned in other sources
16

, the capacity of 
the unit is weak to carry out a sound financial management at all stages of the cycle. However, 
some efforts have been implemented for example in budgeting, accounting (eNGAS), and 
procurement with supports from the national level central financial agencies like the DBM, 
NEDA and COA and also development partners. 

The LGUs have separate policy development, budgeting, accounting and health offices which 
function under the technical guidance of departments at central level. Provincial health 

16 
National Objectives for Health, 2005·2010, DOH, Manila, Final report: Public Finance management diagnostic assessment, EC 

project, 2005 
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departments have finance officers who perform roles of consolidating and preparing budget 
proposals, developing work and procurement plans, cash plans, ensuring accountability through 
controlling the expenditure against approved budget plans, and undertaking overall financial 
management oversight to health institutions under their supervision. Interviews revealed that both 
provincial health department level managers and finance officers lacked comprehensive 
understanding of public financial management concepts and skills. 

Human resources capacity in terms of both availability and skills is low at sun-national provider 
level. Health facilities like municipal hospital and barangay centres do not have properly trained 
staff handling financial resources. There is one officer in charge of finance affairs who often has 
non-finance background. Officer's scope of responsibility in terms of financial management is 
limited. The officer develops annual budget proposal based on ceilings and line item norms and 
budget preparation forms provided by the budget call, conducts routine monitoring of spending 
according to the appropriation. The process for consultation and involvement of medical 
personnel in financial management issues remains limited. Budgeting is seen as the responsibility 
of the finance person. Health managers reported that they need staff need to be trained for 
estimating and analyzing the expenditure data and provide the type of information needed for 
management of financial resource in their organizations. 

17 
Currently there is lack of integrated policies on human resources for health . The DOH devised 
the Philippine Human Resources for Health Master Plan 2005-2030. The plan does not have 
strategy or policy for non-medical personnel as a whole not to mention the plans for finance staff. 
The DOH information system on health human resources is weak and does not have database for 
LGU level. 

Cambodia 

Poor capacity to effectively plan, manage, and finance the health sector at all levels significantly 
contributes to the performance of the Cambodian health sector. The MOH has limited number of 
finance staff with adequate training and skills. Finance staff is also overloaded with many 
different roles and responsibilities. In recent years, within the Health Sector Support Project, 
development partners have been supporting the MOH capacity development through concrete 
actions like trainings, secondment of technical advisors, hands on technical assistance from 
organizations like WHO and ADB etc. 

PHDs reported the lack of skills in management in general and the financial management 
specifically. PHDs have finance offices with average of six to eight staff mainly medical 
personnel with few staff with accounting and finance background who are mainly occupied with 
planning and implementation works of donor funded projects. Most of the finance staff at PHD 
and OD levels is health workers with non-finance background. They had limited training in 
accounting and public finance. Skills are required in comprehensive budgeting, project 
development, cost estimation, translating plan to budget, budget execution, procurement, 
accounting and analysis of financial statement, financial information system and internal auditing. 
At health service provider level, hospitals with more than 100 beds can have their own 
accountant. Even then the most finance duties are performed by medical personnel too. For 
smaller hospitals and health centres, the OD accountant is responsible for their accounting18. 

17 
Final Project Report On the "Philippine Human Resources for Health Master Plan 2005-2030", DOH, Manila 

IS 
Cambodia Health PETS: Public expenditure tracking survey report, 2007, World Bank, WHO 
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This clearly would limit accountants commitment for and participation in the hospitals' and 
health centers' financial management. There are nine hundred and sixty one health centres. 

Low salary is another factor affecting staff performances as they have to look for other sources of 
income and often not available full-time to fulfill their responsibilities. The MOH has been 
recognizing the issue for some time and with the assistances from its developments partners the 
Merit Based Pay Initiative scheme has been developed for piloting at central and provincial level 
administration. Despite many controversies, it aims to improve staff job performance through 
increased remuneration. 

At present, there is no existing complete database or integrated plan for capacity building for 
finance staff at the MOH. The recent Public Expenditure Tracking Survey conducted by the 
World Bank concludes that the health sector needs to develop and implement a comprehensive 
capacity building programme for improving the skills of staff in financial management systems. 
The report also mentions that without addressing the capacity issue, none of the proposed steps 
for improving health services budgeting and budget monitoring can be implemented. Currently, 
the MOR is in the process of developing the sectoral institutional development plan. The plan is 
expected to reflect issues concerning low capacity of financial management staff with more 
sectoral perspective. 

Lao People's Democratic Republic 

Interviews at various levels of the government reveal that human resource issues for financial 
management/finance staff in Lao PDR have not been adequately addressed in the public sector 

19 
including health. This was in line with conclusions in other reports that there is an acute 
shortage of staff with adequate training and experience in accounting or finance throughout the 
public sector with some agency staff having little or no formal training. The shortage of trained 
personnel is particularly acute at provincial and district level. Therefore at provincial and below 
level of health system, many finance functions like budget formulation, cost estimates for five 
year plans, expenditure reporting are performed by the health workers who often have 
responsibility to perform other duties as well. They lack understanding concepts of public finance 
management and short of specific skills in medium term financial planning, comprehensive 
budgeting, accounting and reporting, monitoring of expenditures and activities, and evaluation. 
At central MOH, the Planning and Budgeting department has also limited capacity to conduct 
effective sector wide financial management in the health sector. The budgeting unit of the 
department has few finance staff with adequate trainings on public financial management. The 
main function of the unit is to prepare annual budget plan and capital investment proposals and 
provide technical guidance to national and sub-national health institutions. Skills shortages range 
from public expenditure analysis, procurement, accounting, auditing, and to financial information 
system. 

In addition, there is limited available information on human resource issues of finance staff in the 
20 

health sector. In health human resource related documents the Finance staff falls under the 
cluster of "non-medicaVother" health worker category among others like managers and drivers. 
The dis aggregated and detailed information of the "non-medicaVother" cluster is not available. 

I' 
Public Expenditure Management Strengthening Programme Document, 2007, Public Expenditure Review and Integrated Fiduciary 

assessment report, World Bank, 2007, Governance and Public Administration Reform Project: Support for better service delivery 

!?~oject document, 2007 

Human resources for health: Analysis of the situation in Lao PDR, MOH, 2006 
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Capacity building mechanisms for [mance staff are inadequate. There are training institutions in 
accounting and finance but they do not meet emerging needs. There has been significant number 
of short and medium term as well as on-the-job training activities in past and ongoing. Donors 
provide substantial support in this area but the coordination has been poor. The Public finance 
management strengthening programme (2005) of the MEF calls for an effective capacity building 
for finance staff as one of the main driver to improve public expenditure management in the 
country. Within this reform plan, the MOH is expected to enhance its responsibility for overall 
sectoral financial planning, budgeting and financial management for both national and sub
national health institutions and facilities. With current capacity, this will be a challenging task for 
the MOH which will require a comprehensive institutional development and capacity building 
efforts. 

At provincial and below level, much similar to Philippines, decentralization initiatives in Lao 
PDR have led provincial and district administrations to assume a critical role in the management 
of public finances. As many argue however, the decentralization has happened at a faster pace 
than capacity development and provinces lack human resources, various financial management 
skills as well information infrastructure and incentive mechanisms. 

VietNam 

MOH has been making pioneering efforts in budgeting and financial planning compared to other 
public sectors in Vietnam thus showing a sign of improved capacity over the years. However, 
capacity building in financial management has not been conducted integrated manner and lacking 
sustainability. As in otber countries, capacity is low at sub-national and lower levels. With the 
decentralization and increased institutional management autonomy, there is a greater need at the 
level of each institution for skills in management, planning, budgeting, accounting, etc. There is 
need to improve management within the system through capacity development, continued policy 
development, training in managerial knowledge and skills, and improve monitoring of services 
quality. 

Mongolia 

The MOH's Finance and Economics Department has eight finance staff conslstmg of 
accountants, economists as well as other professionals such as engineers. The Department lacks 
financial management skills and expertise. Especially it lacks expertise to effectively administer 
the implementation of the PSFML. The departmental distributuion of workload appear to be 
uneven and not well coordinated. Some staff has mutiple tasks and overloaded with day to day 
paper work has little time for effective policy making. 

At the provincial health department has one finance staff performing dual functions of the 
financial management Such finance staff would be responsible for both internal organizational as 
well as sectoral financial management functions. Currently there is no integrated profile or 
database of finance staff. The Human resource policy categorizes health sector personnel into (i) 
medical and (ii) other staff working in the health sector. It is assumed that latter category includes 
finance staff as well. Finance staff in health sector consists predominantly of accountants working 
with the FGP, soum, aimag and district hospitals and tertiary hospitals. The number of 
economists in the healh sector is relatively a few. The optimal allocation of finance staff 
throughout the sector should be important component of the human resource development policy. 
Over the last few years due to requirements of the PSFML the MOH is attempting to increase 
number of finance staff at sub-national provincial health department level and at the primary 
health care providers by establishing new positions for economists and accountants. 
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At the moment, there is no policy or plan on competency development policy of the finance staff 
in the health sector. Current human resource policy does not cover issues of training of the 
finance staff. In addition, there is no specific training center which train finance staff in health 
economics and financial management. MOH's Finance and Economics department and the 
National center for Health Development conduct adhoc short term courses funded by donors like 
the WHO but the focus is mainly the general health economcs topics. There is very little training 
in comprehensive financial management in the health sector. This is also common pracice at the 
public and private training institutions in finance as well. Finance training institutions likely to 
focus on purely accounting as there is a demand to shift to implement international accounting 
standrads at all public entities. Even then the curriculums do not reflect the needs of the specific 
sector such as health. 

Trainings on PSMFL concepts supported by donor funded projects are focues on "generalised 
view" of the concept rather specific implementation issues and problems in a given sector. Also 
the such trainings on law advocation has not sufficiently extended to the budget entity level. 
There are insufficient trainings at the rural areas and not every employee was trained in the 
concept of law. Training materials prepared under different projects or training activities are not 
distributed at sufficient number. Training materials are wasted since they not continuously used 
by all intended users due to the fact that the right to publish such materials after the project 
completion and related fundings were left not decided. Main weakness in these trainings is the 
lack of elements devoted to the development of skills that of imrnidiate need at the job place. 
Outcome of the trainings are not sufficiently evaluated and reflected in the next training 
interventions. Therefore, the outcome of such trainings are not visible after the training. 

PART 2 

4. Recent reform initiatives 

Philippines 

Since 2000, Philippines government has been implementing reforms in the public expenditure 
management, led by the DBM. At the national level, the Public Expenditure Management 
Improvement Program (PEMIP) has begun to link the budget planning, execution and monitoring 
processes with national priorities. The PEMIP features three key finance reforms (i) MTEF, (ii) 
sector effectiveness and efficiency review (SEERs) and (iii) organizational performance indicator 
framework. The MTEF aims to restructure the budget over the medium term to better support the 
government's development strategy. SEERs are being applied for a number of years to evaluate 
budget programmes, activities and projects according to their relevance in attaining desired 
sectoral outcomes. In practice however, agencies like the DBM and DOF have been more 
advanced than line departments like the DOH in implementing the SEERs because of stronger 
capacity and skills. On the other hand, the implementation of the Organizational performance 
indicator framework has been intensified at line departments through agency Major Final Outputs 
expressed in performance indicators. The Main developments over the last few years of reform 
include: 

o The NEDA started to promulgate a guideline for national and local government agencies on 
prioritization and forecasting of expenditures within the MTEF initiative. 

o DILG, NEDA, DOF and DBM have initiated the process on harmonization oflocal planning, 
investment programming, revenue administration, and budgeting and expenditure 
management. 
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o The output based budgeting through Major Final Outputs for each sector has started and from 
this year a different set of criteria will be used for allocating budgets to national level 
officeslhospitals. 

o There are policies to foster performance of health services. DOH has started the 
implementation of Performance Based Budgeting for priority public health programmes 
under the Fourmula One initiative. 

o Donor assistance to health sector will be charmelled through an integrated central level sector 
wide system to local level health departments and providers for funding of Fourmula One 
efforts. 

o The new government accounting system in conformity to international accounting standards 
have been implemented throughout most government units and the process of introducing the 
companion software for electronic new government accounting system has started since last 
year. 

o The unified management information system is currently being developed at DOH level. 
o Various supports led by national level and funded by donors have been initiated. They 

include technical assistance, development of manuals, training of staff and provision of fiscal 
incentives etc. 

Current challenges for central level agencies are to coordinate and manage the reform process and 
to institutionalize among different levels of health institutions and providers and to cooperate 
with local governments units. 

Manuals in financial management 

There are two main manuals which aim to help financial management exercises at national and 
local level public institutions. 

(1) Financial management operations manual (still under development) 

A draft manual is now being developed with the assistance of the World Bank designed to help in 
public financial management system for national government agencies like tertiary hospitals. 
According to DOH officers, this is not "how to do" tool and provides general guideline in 
preparation of budget, budget execution, accounting, and reporting within existing budget and 
accounting legislation and regulations of the government. 

(2) Updated budget operations manual 

The manual was produced to help LGUs to improve their overall public financial management 
system. Manual covered all subsystems of financial management from plarming, budgeting to 
reporting and monitoring. The manual provides general guide in various aspects of budgeting and 
financial management system within existing Local government Code of Philippines. It consists 
offollowing main parts: 

• Planning and budgeting linkage 
• Participative planning and budgeting 
• Updated budget process 

o Budget preparation 
o Budget authorization 
o Budget review 
o Budget execution 
o Budget accountability 
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• Improved forms and formats and frequently asked questions 

The utilization and implementation of the manual has been questionable. Main factors for poor 
implementation was the lack of guidance, coordination by the provincial budget offices with other 
local line departments such as health and lack of continuous training efforts provided by the 
originators. 

Currently, there is no health sector specific financial management manual or tool designed for 
local government level health institutions and providers. 

Recent related external assistances in health sector 

Donor Summary of support 

ADB Health sector development programme (2004-2006) 
Health sector development project (2005-2010) 
TA support for health sector reform (2005-2007) 

EC Health sector~oli~ supportEogrammeiHSPSP) (2006-2010) 
GTZ HSRA and formula one for health and has provided support at both national and 

provincial level. Its key focus area is the health insurance development in the 
Philippines. 

WE National sector support for health reform project 2007-2011 
Second social e~enditure man~ementj>ro.iect 2003-2006 

WHO Technical support to DOH for MDG, NAO and HSR in human resources, public 
health, regulation, policy development and training. It has helped the DOH in 
developing of performance-oriented budgeting for priority public health 
programmes. 

USAID USAID mainly operates in developing the public and private partnership in the 
health especially in providing public health programmes to population. 

Cambodia 

The Royal Government of Cambodia (RGC) has endorsed the comprehensive and systematic 
Public Financial Management Reform Program for 2005-2015 with assistance of the World Bank. 
The reform programme consists of four sequenced and prioritized platforms: (i) a more credible 
budget; (ii) effective financial accountability; (iii) the RGC policy agenda becomes fully 
affordable and prioritized; and (iv) RGC managers become fully accountable for programme 
performance. The Government is about to complete the platform one which resulted in good 
initial progresses. The MOEF expresses the challenges including sustained achievements of 
recent reforms, continued effort to coordinate and build capacity across public sector. The key 
reforms initiated are: 

o Programme-based budgeting is piloted and expected to be implemented nationwide through 
step by step expansion. The PBB is covering government and donor funding sources. It 
thereby enables steps in subsequent stages to hold budget managers more accountable for 
proper, efficient and effective use of resources. 

o The sector wide initiative is being piloted at national level through the Health Sector Support 
Project funded jointly by ADB, DFID, UNFPA and WB. Currently there is a concept paper 
being developed to implement Second Health Sector Support Project with joint assistance of 
major donors including World Bank, DFID, AusAid and others. The improvement of the 
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financial management in the health sector is one of the key components in this subsequent 
project. 

o The MOEF has prepared a new budget manual to streamline the budget execution procedures. 
It introduces the combined commitment and payment order authorization processes. The 
procurement reforms are initiated to decentralize from central to provincial levels. 

o The new chart of accounts was developed to harmonize the budget and treasury account 
classifications. Implementation is expected to facilitate reporting of programme-based 
expenditure. 

o Financial controller unit was established at line ministries to ensure compliance with 
budgetary discipline. 

o In cooperation with the World Bank and the Asian Development Bank, the MOEF developed 
the Standard Operating Procedures for integration of donor-financed projects to government 
system. 

o On the civil service reform the MOH along with other pilot agencies are preparing to 
experiment the Merit Based Pay Initiative scheme to provide more incentives to health 
workers linked to their performances. 

o The forthcoming health care financing strategy is underway which also includes public 
financial management system improvement as key instrument for ensuring equitable and 
sustainable funding for health. 

o Within the Health Sector Support Project the overall Institutional Development Plan is being 
developed in strong consultation with donors and the MOH to address the capacity needs in 
various areas of the health sector. 

Another major forthcoming reform is the deconcentration of responsibilities and decision making 
powers as well as resources from central to sub-national provincial government level. The 
relevant law on deconcentration is drafted and expected to be approved in coming years. This will 
require enhanced roles and responsibilities of provincial government agencies like PHDs. 

Manuals in planning 

Health Planning Manual 

This revised version of the planning manual (2003) consists of seven volumes. Each volume is 
designed for different levels of health system. It introduces the three-year rolling plan, planning 
for each of the six key areas of work of the Health Sector Strategic Plan and comprehensive plans 
that include objectives for all government and externally funded work. It will serve as a tool for 
health managers to incorporate the priorities of the Health Sector Strategic Plan in their annual 
operational plans. Volume one provides general framework that introduces the principles and 
methodologies and linkages of various levels in new planning process. Other volumes are for 
central level institutions, provincial level, operational district level, referral hospitals, and health 
centre teams and for provinces that consist of one operational district only. 

A shift from input to programme based budgeting is challenging task and the health institutions 
and providers need to be supported by detailed technical guidance from the central level. The 
province and hospitals visited revealed that budgets for activities were sometimes calculated 
through simple guess making. 
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Recent related external assistances in health sector 

There are more than hundred international agencies are providing supports to Cambodian health 
sector. Major donors including ADB, DFID, World Bank, GTZ, WHO and UNPFA have come 
together under the Health Sector Support Project and supporting the HSP 2003-2007 
implementation. Below is the summary of the projects and programmes related to improvement 
of planning and financial management capacity at different levels of the health system. At this 
stage, the HSSP is targeting at three components. They are health service delivery, public health 
priority and institutional development. In public financial management strengthening area, the 
main focus has been strengthening annual operational planning and budgeting. 

Donor Summary of support 

ADB Health sector support project (2002-2008) 
Basic health services project (1997-2002) 
Country strategy and programme 2005-2009 

DFID Institutional development and performance based salary incentive component 
of health sector support project (HSSP), Cambodia (2003-2007) 
Health sector reform ~roject (WHO, UNDP, NORAD) 1992-2002 

WB Health sector support project (2003-2008) 
WHO Technical assistance to health system development in Cambodia, including 

health care financing policy, improving health planning, institutional 
development, donor coordination as well as co-financing of the health sector 
support project. 

LaoPDR 

The Government is implementing the public expenditure management strengthening programme 
(PEMSP). It is a medium to long-term programme. The components are: 

(i) fiscal planning and budget preparation 
(ii) budget execution, accounting and financial reporting 
(iii) local government financial management 
(iv) financial legislation and regulatory framework, and 
(v) building capacity across public sector. 

The Laotian Ministry of Finance is leading the reform and donors including World Bank and 
Asian Development Bank are providing ongoing supports in improving the planning, budgeting, 
financial planning, budget execution, accounting and accountability system as well as in 
strengthening the capacity in each of the areas. Summary of recent key efforts include following 
activities. 

o MOF has a plan to introduce new resource allocation formula based on criteria such as 
average cost, remoteness, poverty index etc to align resource allocation to national priorities. 

o New budget classifications are now being developed including economic as well as 
functional classifications of expenses. 

o MOF intends to introduce centralized resource allocation and execution system through line 
ministries to improve policy and budget alignment. 

o The new investment programming manual has been developed and implementation 
arrangements are underway. 
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o Progress has been made in computerization of payments processing and accounting in 39 
ministries and 17 provinces. 

In the health sector: 

o The MOH is engaged in development of the first MTEF in health sector. 
o There are efforts to improve current planning and budgeting at provincial and district levels. 

Summary of the planning manuals are described below. 
o The pilot project has started to establish hospital financial management information system 

and pilots are started at 4 hospitals. 

Manuals and guidelines 

The MOH Department of Planning and BUdgeting is developing the "Manual on Health 
Management" which includes planning, budgeting, organization, implementation, coordination 
and monitoring and reporting arrangements in the health sector management. 

At MOH, there are two main guidelines have been recently developed and now in pilot stages. 
They include "Guidelines for planning and implementing district health developments plans" by 
WB and the "Health Management Matrix" by the ADB. MOH is intending to integrate such 
guidelines and manuals and develop the unified management guideline. Although guidelines 
cover general issues of financial management they tended to be specific to support donor 
financial management arrangements. 

Both MOF and MOH recognized the challenges including capacity constraints and technical 
assistances as well internal coordination and awareness required to implement the reform. 

Recent related external assistances in health sector 

In the health sector, much of the external assistances focused to primary health care service 
delivery and capacity building issues. External assistances tend to be fragmented and usually 
support specific geographical area. The projects' capacity building objectives have focused to 
financial management issues however the attention has been to planning and budgeting and 
project financial management issues at local government level. 

Donor Summary of support 

ADB Primary health care expansion project (2001-2007) and health sector 
development programme (2007-2013) 

WB Health services improvement project (2006-2010) 
WHO Technical collaborations in Lao PDR focused on health planning, health 

sector development, health care financing and community health insurance, 
and essential drug development. 

UNDPwith Government's governance and public administration reform (GPAR) 
other UN programme, including support for better service deliver (2007-2011). 
agencies 

Viet Nam 

Vietnam has been implementing reforms in public sector for some time and the public financial 
management reform is one of four focus areas within the Government of Vietnam's public 
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administration reform (PAR) master programme for the period 2001-2010. Other focus areas 
include organizational restructuring, pay and employment reform and institutional development. 
In order to take forward reform in these four key areas, the Prime Minister has also approved 
seven programmes of action, of which programme no. 6 is the public financial management 
reform initiative (PFMRI). The Government has asked the World Bank and other donors for 
assistance in all five of the PFMRI areas. Within each of these areas, the Government has 
identified a need for (a) technical assistance with policy and institutional reform; (b) capacity 
building cutting across government; and (c) the implementation of appropriate financial 
management information systems. 

Over the last few years, some significant changes have been introduced as part of public sector 
reform process. The new Budget Law provided more clear roles and responsibilities in the budget 
management between national and local governments. In health it was the Decree 10 from MOF 
and MOH to give more autonomy to budget entities/spending units to increase revenues, save 
resources and utilize it for improving and upgrading equipment and facilities, as well for creating 
incentives for staff. Health facilities implementing Decree 10 have found many ways to save 
resources and use them more efficiently. 

In parallel, there is a steady shift towards decentralization. More than half of budget expenditures 
are being decided and executed by authorities at sub-national levels. Provincial governments in 
particular, hold a much greater authority to allocate resources based on their priorities. 
Decentralization seems to be happening in the context of much strengthened public financial 
management. 

The MOH has been developing the 'Guidelines for Development of Health Budget Estimates 
Based on Demand and Method of Distributing Estimated Local Health Budget to Ensure Equity 
and Efficiency' to improve budgeting at sub-national local levels. This Guideline is also missing 
important principles like user friendliness, linking policy, planning and budgeting and the 
comprehensiveness to cover all cycles of financial management. 

Mongolia 

The new wave of the Public sector finance management reform was introduced to Mongolia 
through the enforcement of the Public Sector Finance and Management Law (2002) which 
reflected many characteristics of the New Zealand model for public sector reform. The Law 
enforces i) three year strategic business plan, ii) output based budget for annual budget 
appropriations, iii) accrual based accounting and iv) performance contracts for all budget entities. 
The implementation of this law has been supported under various TA projects funded by donor 
organizations including Asian Development Bank and World Bank. These activities included 
delivery of PSMFL awareness seminars, various training sessions and workshops on financial, 
accounting, strategic planning and human resource management aspects of public administration 
reform, compilation and publication of booklets on all PSMFL related guidelines and regulations, 
on site assistance and advice as well as study tours and foreign secondment of public servants 
from key budget entities to countries with reform experiences. 

Along with these actions, in order to implement the PSMFL, a number of instructions, formats 
and procedures have been endorsed by the State Civil Service Council and MOF, and have been 
followed by all budget entities. 

Following these instructions and procedures budget entities both at central and local government 
levels have introduced key elements of output based accountability system i.e. Strategic Business 



Annex 4 

Plans, performance agreements, financial and performance reporting and evaluation of 
performance agreements. These have been the significant changes for public sector of Mongolia 
in relation to output based management system. 

In spite of all the actions undertaken in the public sector of Mongolia, for the past 4 years since 
approval of the PSMFL desired outcome from the public administration reform has not been 
reached. There might be several reasons for this. Firstly, instead of following gradual, phased 
approach towards implementation of the comprehensive public sector reform the SGK issued a 
resolution to implement the PSMFL at all public sector entities starting 2003 following the 
approval of the PSMFL. Because of the decision to implement the PSMFL at all levels of public 
sector at once it has resulted in not a systematic way of its implementation. Within this short 
period of time it was not possible to build capacities at all budget entities (in total there are about 
5300 budget entities) required for full implementation of the reform. Secondly, as it was stated by 

21 
the ADB consultant "The implementation of the PSMFL was being bogged down by many 
papers and instructions being issued to the ministries, agencies and aimags. Everyone was trying 
to follow the letter of the law and ignoring the real spirit of the law, i.e. to better manage the 
public sector". It is this mechanistic implementation that has resulted in many ministries 
complaining that the PSMFL is too cumbersome and time-consuming. Furthermore, among major 
difficulties faced by budget entities in introducing output based budgeting system was the concept 
of costing and complexity of costing methodology. 

Guidelines 

There have been some efforts to institutionalize the medium and short-term strategic planning, 
service/output definition and specification, service costing and output based budgeting practices 
in Mongolian public sector. In support, some tools like output based budgeting guide, output 
costing guide hospital service costing guide have been developed within donor funded projects. In 
general, tools concentrated only to a part of the overall financial management namely to planning 
and budgeting and not always provide comprehensive methodological and practical frameworks 
as to budget implementation. Although, tools aim to improve existing approaches of developing 
and handling financial planning, budgeting and management system, most of them only focus to 
what is being proposed theoretically or good practice scenario of the Public Financial 
Management Act and developed disjointedly from the current realities in the country. The main 
guidelines or tools which are relevant to health sector include: 

(1) "Output-Based Budgeting and Service Contracts: a guide for health care providers and 
purchasers" "Hospital service/output costing guideline", ADB TA4123-Support to Health sector 
reform, project, 2005, Mongolia 

(2) "Output specification guide", "Output costing guide", ADB governance reform project, 
Mongolia, 2004 

The guidelines and guide have been piloted. Pilot achievements included increased awareness and 
understanding among health workers about linking budget to concrete outputs, reducing 
inefficient costs, enhancing tendency to save and to improve financial accountability, linking staff 
and provider performance to incentive-based (bonus) results. However, there are difficulties 
including lack of support by the MOF and upper level management, parallel arrangement with 

2\ 
.J. Tay, ADB consultant, TA3316-MON: hritial Phase of Public Administration Refonns, 2004 
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existing system which burden health workers and diminish the expected results and lack of 
capacity at provincial and below level providers. Without proper institutionalization and strong 
support and leadership from the MOH and MOF level an effective implementation of different 
guidelines is not likely to take place. Both MOH and MOF are lacking clear vision or strategy on 
the PSFML implementation in the public sector. 

Recent related external assistances in health sector 

Mongolian health sector enjoys assistances from many development partners. The ADB, WHO 
and the nCWELS plays the largest role among donors active in health system, health financing, 
health insurance and public finance management. 

Donor Summary of support 

ADB Second health sector development project 2003-2008 
Support for health sector reform T A 2003-2005 
Third health sector development project 2008-2012 

nCWELS Health sector strategic master plan development initiative, 2003-2010 
WHO Health system develCl£ment and financing proiect 2002-2005 
WB Capacity building for public expenditure management in health sector 2002-

2005 

Part 3 

5. Summary of issues across countries 

The main issues/weaknesses in the health sector planning and budgeting, budget execution, 
recording and reporting, accountability and control systems of public financial management 
practices in countries are summarized below. The issues are more reflective of sub-national and 
provider level as assessment focus allowed. In addition, countries vary in terms of degree of 
severity of stated issues from one to another. 

On the other hand, all countries certainly have stronger points to share. In health planning, 
Cambodian health sector has taken much progressive approach compared to others like for 
example Mongolia where health planning process is still very rudimentary. Cambodian annual 
operational planning process aims to improve linkage between planning and budgeting and 
ensures participation and coordination amongst different stakeholders for health. In financial 
planning, the Lao PDR MOH has developed the Health Planning tool to estimate resource needs 
for their five-year Health Development Plan. In budgeting, Philippines and Cambodia have been 
progressive and started to implement the performance based budgeting and programme budgeting 
approaches through government official budgeting process under the strong leadership of 
Ministries of Finance. In budget execution, Mongolia and Philippines have started to show more 
favourable outlook in recent years. Single treasury systems with improvtd electronic accounting 
system have helped countries to improve the efficiency of the budget execution process. Vietnam 
provided more autonomy to public institutions like hospitals which has found many ways to save 
resources and use them more efficiently. Philippines has started the implementation of the new e
based recording and reporting system which would improve transparency and accountability of 
budget implementation. Most accounting and disclosure regulations and standards in the 
Philippines compare favourably with other countries. Accountability system is still at early stages 
of establishment in all countries and there is a consistency that countries are stronger in planning 
than in monitoring and evaluation. 
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Health planning and budgeting 

Planning at sub-national level is procedural and largely top-down process 
Lack of coordination between national and sub-national level/national plans not being 
translated at sub-national level plans 
Health planning does not necessarily precede financial planning 
Ineffective method to translate policy and plan into service interventions and activities 
Linkages between planning and budgeting in a medium term framework remains weak 
Lack of medium term perspective in fmancial planning 
Lack of coordination between planning and budgeting process/each seen as responsibility 
of different institutions and units 
Lack of clarity and understanding about budget call circular 
Budget teclmiques incremental in nature 
No output/service and activity focus to budgeting - remains largely incremental 
Using budget norms that discourages need based budgeting 
Lack of correlation between recurrent and capital investment budget 
Capital investment is largely limited to identification of needs defined through unclear 
process and little consideration of economic evaluation 
Lack of capital investment budget programming capacity 
Weak systems and procedures for prioritizationlbudgeting with in resource constraint 
Lack of consultation and participatory approach 
Budgeting is seen as responsibility of the budget/finance officer 
Nature of budget being the clear combination of top down and bottom up process is 
vague 
Inability to incorporate and plan all expenditure and all sources of funding in budgeting 
(for e.g. donor receipts, user fee, etc) 
Overall lack of guidance from the central level MOH on budget formulation 

Budget execution, recording and reporting 

Disconnect between planning, budgeting and budget execution principles 
Budget execution does not adhere closely approved appropriations 
Differing priorities in budgeting and budget execution 
Unclear mechanism for prioritization of budget execution 
Poorly developed disbursement plans 
Common practices of unbudgetedlunauthorized spending 
Weak treasury system 
Shortage of cash 
User fees is used as coping mechanism for cash shortage 
Lack of understanding of different implications of user fee system 
Different execution arrangements for donor funding burden health institutions 
Delayed procurement system and weak management of procurement conducted at sub
national level health system 
Poor monitoring mechanism due to weak accounting system 
Accounting is largely manual at provinces and health facilities and international 
accounting standards are not followed 
Lack of accounting at provincial health offices and hospitals weakens financial 
management capacity to conduct comprehensive management. 
Poor reporting as in some cases almost no records below provincial level 
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Weak linkages between activity/operational reporting and financial reporting 
Financial statements are not produced regularly and on time and not produced at all in 
some countries' sub-national and below levels 
Financial statements are poorly used for management purposes 
Inability to conduct comprehensive resource management 

Accountability 

Poor financial and operational performance monitoring system 
Monitoring is limited to government and donor funded activities and programmes 
Poor use of fmancial information due to lack of analytical skills on the available 
information in relation to fmancial and activity/service data 

No clear distinction between internal and external audit functions 
Internal auditing system is at infant stage 
Poor institutionalization of auditing system 
Lack of clear understanding of managerial/internal audit concepts at all levels of health 
sector 
Lack of capacity at all levels to establish an effective internal audit unit 
Lack of technical capacity and skills at exiting audit units of the MOHs 
Lack of clear audit plans 
External auditing is not practiced in some cases due to lack of viable financial statements 
Audit reports are not be scrutinized by the legislature and made public in a timely 
manner. 

• Almost no practices of project/programme evaluation 

Health planning and budgeting 

All countries have national and local level medium term and annual health plans based on the 
goals and objectives at each level. Issues include national and local level plans are weakly linked 
to medium term financial planning and annual budgeting, lack of mechanism to integrate national 
goals and objectives into local level plans, local-level health plarming is largely procedural. 
Medium term estimates of expenditures and revenues use incremental approach taking last year 
as basis and are not regarded as financial framework for annul budget formulation. Annual plan 
for health sector regular interventions, services and programmes are prepared through separate 
mechanism from armual budget plan which contains very little information on health plans. 

Except Mongolia, countries have fragmented institutionally and by expenditure type budgeting at 
national and local level where planning ministry allocates capital budget through public 
investment programmes and finance ministry allocates recurrent expenditure. The link between 
annual health plan and annual budget remains weak as they are formulated separately through 
different mechanisms and budget is based on mainly incremental to last year expenditure 
approaches. Budgets developed in this manner do not show the purposes of spending and not 
developed with participation of health staff who defined the health plan. Budgeting and 
expenditure management is seen as the responsibility ofthe finance person. 

In the past, all countries in the study have been using input based line item budgeting. Countries 
had limited capacity and skills of linking activities or services with required inputs. This was 
partially because of practices of ministries of finance driven budget system to achieve fiscal 
control as public fmance first priority. However, increasingly over past few years as countries are 
faced with questions of accountability and value for public money to achieve effectiveness and 
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allocative and operational efficiency goals they examine eXltmg resource allocation and 
management practices and approaches. Some countries have decided to move extensively towards 
more explicit approaches of directly link budgets to actual services, activities or programmes that 
are delivered to population. For example, Cambodia and Philippines and to some extend 
Mongolia are experimenting programme based budgeting and output based budgeting 
approaches. 

At present the preparation of the annual investment budget cannot qualify as a transparent and 
effective process of prioritization of government investments. It continues to be a list of projects 
and programmes. Prioritization is practiced and based on mainly on president's!local chief's and 
party's pronouncements and do not take cost and benefit criteria or other social and other 
implications. Recently Philippine introduced new prioritization guidelines for public health 
programmes in 16 regions selected under FormulaOne reform. Prioritization criteria for public 
health programmes include burden of disease, equity and economic efficiency considerations. 

The budget coverage is low across all countries. There are substantial off budget funds are almost 
freely floating through the health system. In most cases health facilities have little knowledge of 
funding from donors and it is in most cases not integrated to overall budgeting system. Since 
countries likely to require heavy donor support for many years, improvement in the use of 
external financing would play an important role in improving the efficiency and equity of health 
sector expenditure. All countries have substantial share of out of pocket spending for health. User 
fee system is not integrated to formal budgeting process. Other sources of revenue include health 
insurance payment and contributions from non-governmental organizations which also planned 
and spent through different arrangements. If planned and managed appropriately these funds 
would provide support to limited government resources to achieve health goals. 

Budget execution, recording, reporting 

As budget formulation is limited to mainly to government funding managing the total available 
resources to achieve annual objectives through a comprehensive management is lost also after 
budgets are approved. Government budget execution is slow, with long delays in effecting 
appropriations, significant divergence between approved appropriations and outturns, and delays 
and corruption in procurement. 

The attempt to link policy and finance at budget formulation stage is almost lost and not 
translated to the budget execution. This is fairly common characteristic in all countries studied. 
Spending for priority sectors such as health can fall short far lower than what is approved. 
Development of unrealistic spending plan is a common problem among all countries. This 
exacerbates the authorities to exercise unplanned budget disbursements that are not monitored 
and reported and undermines the accountability of public money for services like health service 
delivery and public health programmes. This is further deteriorated by the weak treasury system 
lacking authority and capacity to conduct efficient cash management. Disbursement procedures 
are lengthy and delays can occur at any of the phases of prior approval of expenditure. In 
addition, lengthy and ineffective public procurement process can add to further delays and offer 
opportunities for leakages. So, for spending agencies budget execution is an uncertain thing that 
is not known and dominated by upper level agencies like provincial or district treasury and health 
offices. 

Accounting of expenses is another challenging task. The system is largely manual and produces 
neither timely nor accurate data. Reporting is difficult as many sub-national level institutions do 
not have and follow recording of expenses. Thus availability of financial data is limited and 
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financial statements are rarely produced and used at all. Translation and linkage of financial data 
such as actual expenditure categorized in terms of actual health services and other interventions 
are poor thus not understood and used by health managers to support their decision making for 
effective resource management. Monitoring of activities in relation to plan is weak and limited to 
ad hoc visits by upper level agencies and review meetings not to mention more sophisticated 
systems like internal auditing. 

User fees play an increasingly important role in financing additional incentives for staff and non
salary operational costs of government health facilities in the situation of delayed disbursements 
and cash shortages. Although regulations exist about the use of these additional revenues in 
health facilities, accountability is weak and under-reporting is likely. As equity funds and health 
insurance schemes are increasingly paying the fees on behalf of their members, the user fee share 
of financing health facility expenditures is likely to increase. Although donor funds are 
implemented through their own procedures and create parallel system, fund management 
reporting and monitoring is usually better than the regular government mechanism. 

There are other sources of funds which is being sometimes not recorded at provincial offices and 
provider level and therefore left outside of the integrated resource management of the public 
health system. They include user fee charged to patients, assistances received from non
governmental organizations and sometimes donor funds. Compared to Cambodia and Laos PDR, 
Philippines are doing better in terms of recording and reporting off-budget funds having better 
treasury system. 

Each country is implementing and planning to implement new financial management information 
system that aims to strengthen reporting and transparency of government funding. They are also 
introducing some sort of e-accounting system to improve recording and reporting of funds. This 
initiative is also subject to computerization and new skills that are currently low especially at sub
national provincial and below levels. 

Accountability 

Internal audit is considered to be a new and misunderstood concept across all countries even 
among accounting and auditing professionals. Internal audit unit has been established recently at 
government institutions at central level and mostly conducted by accounting units or fmance 
officers at sub-national level agencies and hospitals but limited to documentations, forms and 
completeness checking. There is lack of skilled and trained staff in internal auditing at all levels 
of health system. External auditing is performed by National audit agency and limited to financial 
auditing and lack performance auditing. This agency is also lack expertise and staff which limit 
coverage and quality. Reports of external auditors are not issued regularly and even when 
produced their utilization as vehicle to improve public financial management is questionable at 
this stage. They are regarded as punishment and sanction mechanism therefore create more 
problems of underreporting and falsifying. 

In a transitional economy such as the Lao PDR, the concept of auditing is still new. The 
Government has recently established the State Inspection Committee (SIC) and now needs to 
clarify roles and responsibilities between NAO's audit function and SIC's financial inspection 
function. In addition, considering the emerging role of private auditing companies as well as the 
existence of other agencies' financial inspection function, priority areas must now be strategically 
identified where NAO will focus to efficiently utilize its limited human resources over the long 
term. A long-term institutional and human resource development master plan is also needed based 
on the experience of implementing the five-year work plan prepared under the previous TA. This 
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will ensure the sustainability of the gain made under the previous TA. Many ofNAO's staff has 
been recently recruited, and their knowledge and experience of auditing are still inadequate to 
effectively conduct audits. Meanwhile, the demand for public audits has substantially increased 
during the country's transition to a market-oriented economy and implementation of the recent 
decentralization policy. 

Institutional capacity 

The institutional capacity is found to be one of the most critical factors contributing to poor 
performance of the public financial management system in health. Central level agencies like 
MOH has limited capacity to carry out sound financial management at all stages of the cycle. It 
lacks general support, leadership, and most importantly skilled staff to effectively manage the 
system. Skills shortages range from integration of different plans and translating data into policy, 
strategy, activities, translating policy plans to financial plans, forward estimation, computation of 
costs of activities and services, revenue and expenditure analysis and planning, comprehensive 
budgeting, investment project and programme development, monitoring and evaluation to 
procurement, accounting and reporting. 

For the most part in the counties examined however, sub-national level has much lower capacities 
in public financial management. It is widely recognized that there is a shortage of staff with 
adequate training and experience in accounting or finance. The shortage of trained personnel is 
particularly acute at sub-national provincial and district as well as provider levels. Therefore at 
provincial and below level of health system, main finance functions and duties like budget 
formulation, cost estimates, expenditure reporting is conducted by the health workers who has 
limited training in accounting and finance. They lack understanding of concepts of public finance 
management system, specific knowledge and skills of financial planning, comprehensive 
budgeting, recording, monitoring of expenditures and activities, financial reporting and using of 
available financial information. 

Capacity building opportunities and mechanisms exist but not adequately coordinated and 
utilized. There are training institutions which provide both long and short term trainings. 
However, the focus is limited and do not provide comprehensive courses and lacks to reflect 
specific sector issues. In the health sector, the capacity building initiatives are fragmented and 
most do not meet the current requirements of new public financial management. Although many 
donors are providing different range of support through trainings and courses, coordination of 
donor funded capacity building has been also poor. 

Anywhere in health sector, there is limited information on financial management staff quantity, 
placement, qualification and skills. The current human resource plans in health do not have policy 
or plans for capacity building and competency development of finance staff in health sector. 

Therefore, not surprisingly enough, the other assessments also strongly emphasize that reforms 
such as decentralization and new approach to budgeting have been implemented without careful 
prior preparation and capacity building at operational implementation level which led to poor 
achievement of such initiatives. 

Recent reform initiatives 

Against above background all countries are now on the pave to the Public fmance reform. They 
have adopted national programme for Public finance reforms and made them an official country 
wide agenda for future public sector. These reforms cover the comprehensive framework of the 
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public financial management system from planning, budgeting to execution, implementation 
monitoring, reporting and evaluation. Reforms have been led by ministries of finance and assisted 
and guided extensively by donors including World Bank, Asian Development Bank among 
others. 

Public fmance management reform components in five Western Pacific Region countries: 

Philippines Cambodia Laos Vietnam Mongolia 

• Medium eAmore • Fiscal Planning • Budget • Output-based 
Term credible and Budget management budgeting 
Expenditure budget Preparation • revenue • Performance 
Framework • Effective • Budget management agreements 

financial Execution, • Debt • Strategic 
• Sector accountability Accounting management business plans 

Effectiveness • RGC policy and Financial • SOE fiscal • Performance 
and agenda Reporting risk reporting 
efficiency becomes fully • Local management including 
review affordable and Government • Public asset performance 

prioritized; and Financial management indicators 
• Organization • RGC managers Management • Accounting 

al become fully • Financial standards in 
performance accountable for Legislation and accordance 
indicator programme Regulatory with 
framework performance Framework international 

• Capacity accounting 
Building standards 

Reforms have been particularly accelerated over the past few years. Efforts have been mainly 
concentrated to central level fiscal agencies. Initiatives included introduction of medium term 
approach to financial planning, improvement of budgeting system in terms of both coverage and 
also linkage to plans, improved budget execution through treasury system and procurement new 
accounting and reporting system backed up by financial management information system, 
introduction of improved performance monitoring through linkage to funding and achievement of 
targets, establishment of internal auditing system separate from inspection and external auditing 
etc. These initiatives conduct pilot studies and involve line sectors like health. In health, for 
example, the Health Sector MTEF development, treasury-budget accounting systems installed at 
MOH and various trainings of finance staff in accounting and procurement procedures. These 
pilots are fragmented and performed within the short period of different project implementation 
and lack further institutionalization and sustainability. 

Efforts in medium term financial planning of priorities are initiated through MTEF and three year 
rolling plans to introduce medium term perspectives to plans within resource envelopes. However 
this development is in its early stages and needs to be institutionalized through a comprehensive 
MTEF capacity-building programme based on and supporting the agencies involved in the actual 
process. 

In budgeting, all countries have objectives to improve plan-budget link. Cambodia and 
Philippines are experimenting programme based budgeting and output based budgeting 
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approaches and Laos is revising the budget nomenclature to reflect functional classifications. 
These are powerful and challenging endeavour and need more careful and comprehensive 
direction and guidance as local capacities are currently very low to absorb and effectively benefit 
from. Otherwise there is a danger of failing the implementation and undermining the concepts as 
it happened with the experiences of input based budgeting. In addition the attempts to integrate 
other sources of funding such as donor and user fees to budgeting system will need for further 
improvement as governments expand budget coverage. 

Prioritizing health plans in relation to available resource is the one thing that all countries are 
increasingly aware of given limited domestic funding. Recently Philippine introduced new 
prioritization guidelines for public health programmes in 16 regions selected under FourmulaOne 
reform. Prioritization criteria for public health programmes include burden of disease, equity and 
economic efficiency considerations. These kinds of techniques needed to be advocated and 
integrated to regular planning and budgeting practices. 

Countries are aiming towards improving existing mechanism for government and donor funding 
system. Some standard operating procedures for donors that are integrated to existing government 
system have been initiated. As donor assistance to health sector channelling through integrated 
central level sector wide system such as in the case of Philippines and Cambodia to local level 
health departments this necessitates further need for improving existing financial management 
practices. 

In budget execution, centralized single treasury systems are underway. New procurement rules 
and regulations are adopted that provide detailed procurement procedures and greater clarity of 
roles and responsibilities in the management of the procurement function for improving economy, 
efficiency and transparency in the procurement process. 

Procurement reforms are also given more weight as it involves main effectiveness and efficiency 
gains for adequate resource management. Procurements are decentralized and line ministries and 
provincial health sector have bigger roles to play. 

Countries are moving towards implementation of the government accounting system in 
conformity to international accounting standards and e-based systems have been introduced 
through pilot projects. 

Internal and external audit functions are established to achieve international standards. Although 
many shortcomings are existent, internal audit units are obligatory and starting to function at 
central level agencies. 

In the years to come these national level general initiatives are expected to be spread out and 
required to be supported by the fmancial management systems of line ministries like Ministry of 
health and to local health institutions such as provincial health departments, districts health 
offices, and to health care providers. Initiatives have been started in the health sector. In 
collaboration with the government, development partners have been providing assistances to 
improvement of the public financial management system in health sector. A number of donors 
have been providing supports among which Asian Development Bank, European Union, and 
World Bank and DFID play the largest roles. Most assistance has been provided in the form of 
short to medium term projects and programmes with focus to selective provinces and districts. In 
addition, most support to date concentrated to also specific issues of the financial management 
(mostly focus to planning and budgeting), had limited country coverage and furthermore 
coordination, sustainability, absorption and ownership issues have been questionable not to 
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mention their differing prescriptions. In the last couple of years however, the European Union has 
taken a different approach in Philippines health sector. It will support Fourmula One initiative 
through budget support with strong emphasizes for improving existing public financial system in 
16 provinces and as well as at central DOH level to enhance effectiveness of its assistances. In 
other parts, efforts are still made in piecemeal manner with limited overall coordination and 
guidance. At the MOH level, comprehensive strategic approach or framework with clear plans for 
implementation in health sector financial management while taking account existing capacity and 
forthcoming public finance reform agenda of the government is one that lacks virtually in all 
countries' health sector. 

Different manuals and guidelines to facilitate and improve the existing planning, financial 
management and budgeting practices have been developed and are mainly at pilot stages. They 
tend to be focusing to only to the part of the system and lacking the comprehensiveness. Manuals 
in Philippines were designed specifically for personnel with public finance and accounting 
background and no guidelines for sub-national level health sector. Cambodia have developed 
comprehensive annual planning tool but budgeting and financial management part is missing. In 
Lao PDR, two main guidelines have been recently developed and now in pilot stages. Guidelines 
cover general issues of financial management they tended to be specific to support donor 
financial management arrangements. In Vietnam, the MOH has been developing the 'Guidelines 
for development of health budget estimates based on demand and method of distributing 
estimated local health budget to ensure equity and efficiency' to improve budgeting at sub
national local levels. This Guideline is also missing important principles like user friendliness, 
linking policy, planning and budgeting and the comprehensiveness to cover all cycles of financial 
management. 

In addition to such financial management manuals other more technical tools mainly in costing 
have been piloted and tried such as CHOICE in child survival programme, MDG costing tool and 
specific diseases specific costing tools from WHO and other agencies. These tools are 
experimented mainly with the external technical assistance with limited involvement of local 
staff. A message from all counties is that these tools are as much as they needed for countries 
they first needed to be streamlined before being introduced to country's fragile system for 
systematic implementation. On the job training is needed more than ad hoc experiments. 

The other most influencing factor for improvement is countries' decentralization and 
deconcentration efforts. Philippines, Laos PDR have been implementing and Cambodia is 
planning an enhanced sub-national government or decentralized public finance and service 
system. Roles and responsibilities of local government units are expected to be enhanced with 
more revenue generating and expenditure allocating and management functions. The experiences 
of more decentralized countries show that decentralization has been implemented at faster phase 
than the local capacity development. Lately countries have been applying more cautious approach 
to decentralization and capacity building is becoming one of the key agenda in their public 
finance reform work. 

All countries recognize this as challenging effort which would take longer term and step by step 
effort. National level reform initiatives will need to be coordinated to ensure complementary and 
synergy while organizational and technical capabilities and institutional linkages between 
different levels will needed to be improved. The sustainable capacity building will take time and 
coordinated efforts of both government and development partners. Any such assistance to 
financial management system for health sector would be best supported if aligned to overall 
Public finance reform programmes in countries. Training and provision of technical background 
resources are essential at this stage as there is a danger of poor implementation leading to another 
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range of different reforms as it happened with the experiences of input based budgeting for 
example. 

6. What WHOIWPRO can do to complement 

• In collaboration and coordination with other development agencies, initiate and support 
development of the comprehensive health sector public financial management framework in 
countries 

Countries do not have any comprehensive strategic approach to public financial management in 
health. Efforts are exerted in different areas of financial management system at national and sub
national level from policy planning, budgeting to accounting, hospital financial management 
information system and internal auditing. These initiatives are partially supported by different 
development partners through differing principles and approaches. Both donor and health 
institutions coordination is poor at this stage. The role of WHO as being the long-standing 
sustainable international institution with high level coordinative and convening power will be 
important in this regard. WHO can indeed in close collaboration with ministries of health and 
other donors lead, facilitate and provide technical support in such effort. This will need to be the 
one of the main part of the implementation plan for the overall health financing strategy as a key 
instrument to achieve equity, efficiency and effectiveness goals. The framework will lay out short 
and medium term objectives and activities in all cycles of the financial management with national 
and sub-national dimensions. Financial management personnel capacity development would also 
be the part of the framework. 

• Within the framework develop integrated capacity building plan on financial management in 
health sector 

As part of the comprehensive strategic framework of the financial management in health sector in 
countries, institutional human resource capacity building plan should be developed in countries. 
Ministries of health often lack such plan and even have limited information on the overall profiles 
of the finance personnel. Finance personnel would have very limited training and often left out 
from the overall picture of the medical and health related human resource capacity development 
plans. Some countries are developing the overall institutional development plans for health sector 
like in the case of Cambodia. Other countries have been weaker in this regard. Capacity building 
plan need to be integrated to human resource policy/plan and all stakeholders need to fit into the 
overall plan. 

• Within the framework, provide specific support to health managers, finance and budget 
officers particularly at sub-national level through training and generic resource guide on 
financial management 

Institutional personnel capacity is one of the main factors for the weaknesses in the financial 
management system in countries. Capacities are especially weaker at sub-national level health 
sector. There are lack of adequately trained personnel in finance, accounting and health 
economics. Many financial management functions are performed by the health personnel 
themselves. They lack basic understanding of concepts of public finance management system, 
specific knowledge and skills of medium term financial planning, comprehensive budgeting, 
monitoring of expenditures and activities, financial reporting and evaluation. Donors including 
WB and ADB are supporting the development of country specific tools and guidelines. They tend 
to be focusing to only to the part of the system and lacking the comprehensiveness. Manuals in 
Philippines were designed specifically for personnel with public finance and accounting 
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background and no guidelines for sub-national level health sector. Cambodia have developed 
comprehensive annual planning tool but budgeting and financial management part is missing. In 
Laos PDR, two main guidelines have been recently developed and now in pilot stages. Guidelines 
cover general issues of financial management they tended to be specific to support donor 
financial management arrangements. In Vietnam, the MOR has been developing the 'Guidelines 
for development of health budget estimates based on demand and method of distributing 
estimated local health budget to ensure equity and efficiency' to improve budgeting at sub
national local levels. This Guideline is also missing important principles like user friendliness, 
linking policy, planning and budgeting and the comprehensiveness to cover all cycles of financial 
management. 

A generic and comprehensive financial management guide designed especially for health 
managers, finance and budget officers at sub-national level will be an important support to 
improve the financial management capacity in developing countries. 

• In line the framework, to coordinate efforts in financial information system development 

The works in this area has been initiated from the WPRO which aims to improve existing manual 
accounting system to more IT based system within overall health management information 
system. E-accounting for provincial and district level hospitals has been developed for example in 
Lao PDR. The project has several stages and the project team suggests that training of 
accountants in basic bookkeeping, financial statement producing skills has been challenging as 
some of the staff lacked even basic IT skills. On the other hand within the public financial 
management reform programmes ministries of fmances are pushing towards more automated 
recording and reporting systems from central to sub-national and providers thus the issue is one 
of the themes to be discussed and included in the overall framework. Experiences such in Laos is 
step forward and would be best benefited when coordinated with initiatives under different efforts 
of the government and as well as international partners at national and sub-national levels to 
ensure requirements of good financial management information system. 
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Acronyms 

ADB 
AOP 

CHOICE 

COA 

CPA 

CPI 

DBM 

DFID 

DH 

DHO 

DILG 

DOF 

DOH 

EC 
eNGAS 

GPAR 
GTZ 
HIV/AIDS 

HMIS 
HSP 
HSRA 
HSSMP 

HSSP 
JICA 

LGU 

M&E 

MDG 

MFO 
MOEF 

MOF 

MOH 

MOP 

MPA 

MPI 

MTEF 

NAA 

NEDA 

NGPES 

NSEDP 
OD 

PAR 

Asian Development Bank 

Annual Operational Plan 

Choosing Health Interventions that are Cost Effective 

Commission on Audit 

Complementary Package of Activities 

Committee on Planning and Investment 

Department of Budget and Management 

Department for International Development 

District Hospital 

District Health Office 

Department of Interior and Local Government 

Department of Finance 

Department of Health 

European Commission 
Electronic New Government Accounting System 

Governance and Public Administration Reform 
German Agency for Technical Cooperation 

Human Immuno Virus/Acquired Immune Deficiency Syndrome 
Health Management Information System 

Health Sector Strategic Plan 
Health Sector Reform Agenda 
Health Sector Strategic Master Plan 
Health Sector Support Project 

Japanese International Cooperation Agency 
Local Government Unit 

Monitoring and Evaluation 

Millennium Development Goals 
Major Final Outputs 

Ministry of Economy and Finance 

Ministry of Finance 

Ministry of Health 

Ministry of Planning 

Minimum Package of Activities 

Ministry of Planning and Investment 

Medium Term Expenditure Framework 

National Audit Authority 

National Economic Development Authority 

National Growth and Poverty Eradication Strategy 

National Socio-Economic Development Plan 
Operational districts 

Public Administration Reform 
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PBB 

PBB 

PDEF 

PEMIP 

PEMSP 

PFMRI 

PFMRP 

PHD 
PHIC 

PHO 

PSFML 

RGC 

SAO 
SEER 

TA 

UN 
UNDP 

UNFPA 
USAID 

\VB 

WHO 

Program Based Budgeting 

Performance-Based Budgeting 

Provincial Department of Economy and Finance 

Public Expenditure Management Improvement Program 

Public Expenditure Management Strengthening Programme 

Public Financial Management Reform Initiative 

Public Finance Management Reform Programme 

Provincial Health Department 

Philippine Health Insurance Corporation 

Provincial Health Office 

Public Sector Finance and Management Law 

Royal Government of Cambodia 

State Audit Organization 

Sector Effectiveness and Efficiency Review 

Technical Assistance 

United Nations 
United Nations Development Programme 

United Nations Population Fund 

United States Agency for International Development 
World Bank 

World Health Organization 
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