6.  Systems of public finance in Francophone developing countries 

These notes is based extensively on an IMF paper (reference below).  They focus on systems of public finance in developing countries which have been strongly influenced by France in the past ("francophone systems"), not on the French system of public finance as it exists in France today.

6.1  Key processes

Strict separation of function between the ordonnateur (official who initiates a spending decision) and the comptable (cashier/accountant) who actually makes payment.  The aim is to minimize fraud and the misuse of taxpayers' money and to promote the compliance of public officials with budgetary rules.  Each spending agency initiates its own expenditure on the basis of budget funds allocated.  The ordonnateur is part of the spending agency; the comptable is outside the agency (usually part of the ministry of finance).   Therefore spending agencies control pre-disbursement procedures only.  Ordonnateurs are organised hierarchically with principal ordonnateurs taking overall responsibility at the level of the spending agency.  They may delegate their responsibilities to secondary ordonnateurs who may in turn delegate responsibilities to tertiary ordonnateurs.  

The ordonnateur and the comptable are personally liable to the cour des comptes (external audit body).  Personal liability means that they can be held liable and fined for failing to carry out their prescribed legal duties.

The cour des comptes is a quasi-judicial entity which tries ordonnateurs and comptables.  This involves examining the way they have carried out their legal duties and taking legal decisions on whether they have discharged their responsibilities adequately according to the law.  In such examinations audit is a tool of the judicial process.  It may be independent but its function is to serve the judicial process.

The loi de reglement (LdR) contains the annual financial statements of government.  It confirms the legal authorizations which have taken place (annual budget act, supplementary budget acts) and records the financial results of the financial year, enabling comparison to be made between authorizations and uses.  The cour des comptes examines the law in its draft form and issues a statement of general conformity: its opinion on the correctness of the figures presented.   The law in its final form contains the statement of general conformity.  The figures reported by the law are treated as an authentic record.  The authentic record may include both under and over expenditures.  Generally, the LdR is passed before the next year's annual budget act can be passed.

A distinction is made between comptes de gestion and comptes administratifs.  The former are the accounts of comptables; the latter are the accounts of the spending agencies, based on the work of their ordonnateurs.   Differences between the two are inevitable and one of the tasks of the cour des comptes is to reconcile the two sets of accounts as part of the process which precedes the issue of the statement of general conformity.

Treasury accounts (circuit du tresor) are aggregated to a greater degree than is found in countries in the anglophone tradition of public finance.  Many public sector entities (public enterprises, state banks, savings banks and other public bodies) may hold some or all of their liquid resources in the treasury.  From a general point of view, managing the state's aggregate cash resources in one account has advantages (e.g. the cash effects of a budget deficit may be offset by increased bank deposits).  But there may be control and other weaknesses due to difficulty in tracing changes in the flow of funds and establishing their causes.  An overall check on integrity comes from reconciling cash flows arising from the budget with changes in cash balances at treasury.  Performing this check is much more complex when changes in treasury balances may arise for so many reasons.  Moreover, greater control is needed to prevent unauthorized transfers and uses of treasury funds.  

Financial controllers are posted by the ministry of finance to the spending agencies.  They oversee the working of the above system.  At the commitment stage the financial controller checks conformity with rules and records commitments made.  At the payment stage the financial controller approves the payment.  The financial controller system is associated with the issue of visas (i.e. permissions to carry out individual transactions) without which either commitment or payment cannot be made and a third set of accounts kept by controllers (in addition to those kept by ordonnateurs and comptables

6.2 Four stages of the expenditure process in Francophone Africa

The IMF paper (reference below) explains that the expenditure process consists of four distinct and consecutive stages:

Stage 1.  Engagement is the stage where the ordonnateur commits the state to a future financial obligation.  Before doing this the ordonnateur verifies that a correct budget appropriation exists, that funds release has occurred (i.e. it is permissible to charge against that appropriation and the commitment is approved by the financial controller), and that the nature of the expenditure is compatible with the corresponding appropriation.

Stage 2.  Liquidation (or verification) is the stage where the gestionnaire de credit (often the ordonnateur) checks the validity of the debt thereby contracted and determines the amount actually due.

Stage 3 Ordonnancement is the stage where the ordonnateur intructs the tresor to pay the amount due (after having approval from the financial controller)

Stage 4 Paiement is the final stage when the tresor (i.e. a public accountant) checks that the instructions are correct and makes payment to the creditor. 

6.3  Key characteristics of the francophone system

The above arrangements produce a system which can be characterised as follows:

· a ministry of finance with extensive powers over spending agencies

· spending agencies with limited power over their spending programs

· financial reports prepared by three parties (ordonnateurs, financial controllers and comptables) and consequent difficulty in reconciling figures

· emphasis on ex ante control but not on efficiency/effectiveness

· emphasis on commitment control at the expense of (possibly) significant differences between  sums committed and sums paid 

· external audit dominated by judicial procedures and those with legal training

· cumbersome spending procedures involving many permissions from different parties (leading to the possibility that nobody is in fact responsible)

· internal control systems of spending agencies of little significance

· need for financial staff with very specific skills

· rupture of the link between those ordering good from suppliers and those who make payment

The effects on external audit can be reviewed in comparison with anglophone systems:


Auditor-General
Court of Accounts

Decision-making
Hierarchical 
Collegiate

Membership
(none)
Members of the court

Senior staff
Auditors
Members of the court and auditors

Procedure
Analytical
Primarily judicial

Final output
Audit reports and opinions
Judgments 

Focus
Accountability of the entities audited
Examination of the actions of key staff such as accountants and disbursement officers 

Approach
Risk assessment and materiality; deterrence through audits leading to public reports
Clearing the cases that are presented; deterrence through the likelihood of investigation and the imposition of penalties

Skill focus
Accounting and auditing
Legal

Impact
On entities and systems, provided there is adequate follow-up
Directly on accountants and disbursement officers

6.4  Abuse of the system

The IMF paper (reference below) refers extensively to abuses in Sub-Saharan Africa which have weakened Francophone systems of public finance:

· breakdown of the separation of function between ordonnateur and comptable

· use of regies d'avances (advance payments) for large expenditure items rather than for petty cash payments

· extensive use of ordres de paiement  (requests for payment without accompanying documents)

· payment of sums which have not been recorded as commitments

· recording of commitments without their liquidation as a result of payment ("DENOs" or Depenses engagees Non Ordonnancees)

· favouritism on the part of the director general of tresor resulting in priority payments to the well-connected

· instructions at the year-end to accelerate payments where certain approvals and checks have not been performed

The IMF paper also refers to the use of special and extra-budgetary funds.  In particular Caisses autonomes d'amortissement  (CAAs) are identified as a source of incoherence.  In Francophone Africa they have sometimes been the recipients of foreign grants and loans and have tended to operate as autonomous entities outside the treasury.  Sometimes they have totally taken over the responsibility for public debt management .  Many have operated as banks.  Far from being part of the solution many are part of the problem.

Sources

How do treasury systems operate in sub-Saharan Francophone Africa? IMF,  Working Paper WP/02/58, March 2002.
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