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Policy Research Working Paper 9029

The control protocols that underlie public expenditure man-
agement have direct implications for a government’s ability 
to pursue fiscal discipline and service delivery objectives. 
The literature recognizes the inherent challenge in balancing 
control with flexibility and that these two objectives are 
often in conflict with one another. This paper argues that 
applying a universal set of expenditure controls across all 
transactions naturally cannot meet both of these objectives. 
One the one hand, a regime with universal, tight ex ante 
commitment controls lends itself to prudent fiscal manage-
ment but constrains the ability of service providers to react 
adequately to rapidly changing needs. On the other hand, 
loosening controls equally for all transactions would intro-
duce fiscal risks. To overcome this conundrum, the paper 
argues for a paradigm shift: a purposeful policy shift that 
subjects high-value transactions to the full set of rigorous 

controls, while relaxing controls for low-value transactions 
that apply to important aspects of the service delivery 
sectors. Such controls could be built into the financial man-
agement information systems that facilitate transactions 
and institute these controls. However, the evidence sug-
gests that these systems are frequently not deployed to their 
full potential. Flexibility is inadvertently inhibited where 
it is necessary without providing the controls for transac-
tions that constitute a fiscal risk. Recognizing this problem, 
the paper develops a two-pronged, risk-based deployment 
strategy for financial management information systems: (1) 
deploy such systems to high-value transactions, and (2) use 
banking sector innovations for advance payments, such as 
smart cards or mobile money, to facilitate flexibility for 
low-value transactions without compromising the integrity 
of transactions or accountability. 

This paper is a product of the Governance Global Practice and the Health, Nutrition and Population Global Practice. It is 
part of a larger effort by the World Bank to provide open access to its research and make a contribution to development 
policy discussions around the world. Policy Research Working Papers are also posted on the Web at http://www.worldbank.
org/prwp. The authors may be contacted at mpiatti@worldbank.org.     



Balancing Control and Flexibility in Public 
Expenditure Management 

Using Banking Sector Innovations for Improved Expenditure 
Control and Effective Service Delivery  

 

 
 
 
Moritz Piatti-Fünfkirchen 
Ali Hashim 
Khuram Farooq 
 

 

 

 

 

 

 

 

Contact: Moritz Piatti-Fünfkirchen is the corresponding author and can be reached at 
mpiatti@worldbank.org. 

Key words: Governance, Public Sector Management, Public Finances, Public Financial 
Management, Public Expenditure Management, Financial Management Information 
Systems, FMIS, IFMIS, UHC, Universal Health Coverage, Health Finance, Strategic 
Purchasing, Fintech, Mobile Money. 

JEL codes: I180 (Health: Government Policy; Regulation; Public Health), I150(Health 
and Economic Development), H61 (Budget systems), H83 (Public administration – 
public sector accounting and audits), O19 (Role of International Organizations), O33 
(Technological Change). 

  



2 
 

Acknowledgements 

The team has benefitted from conversations and feedback from (listed alphabetically) Richard 
Allen (Visiting Scholar, IMF), Mariam Ally, (Sr Health Economist, World Bank), Sarah 
Alkenbrack (Sr Health Economist, World Bank), Leah April (Sr Public Sector Specialist, World 
Bank), Hélène Barroy (Sr Health Finance Specialist, WHO), Winston Cole (Lead Financial 
Management Specialist, World Bank), Elina Dale (Technical Officer, WHO), Holger van Eden 
(Regional Financial Advisor, IMF), Srinivas Gurazada (Sr Financial Management Specialist, 
World Bank), Lewis Hawke (Lead Financial Management Specialist, World Bank), Magnus 
Lindelow (HNP Manager, World Bank), Akmal Minallah (Sr Financial Management Specialist, 
World Bank), Ammar Naqvi (Director General, Management Information Systems, Government 
of Pakistan), Sheila O’Dougherty (Vice President and Deputy Chief of Party, Abt 
Associates/USAID PS3 Tanzania), Saeeda Sabah Rashid (Lead Financial Management 
Specialist, World Bank), Pia Schneider (Lead Economist, World Bank), Gerardo Uña (Sr 
Economist, IMF), and Fanny Weiner (Sr Financial Management Specialist, World Bank).  

An early draft of the paper was presented at the Oxford Blavatnik School of Government 
conference for Systems of Public Service Delivery in Developing Countries and a World Bank 
workshop on Public Financial Management in Health in Botswana. The paper has benefitted 
tremendously from the feedback received from participants.  

The authors are particularly thankful to Mr. Ismaila Ceesay and Mr. Ernest Massiah who have 
kindly agreed to support and sponsor the publication of this paper. Mr. Ceesay is Governance 
Practice Manager in the South Asia Region and steward of the global FMIS community. Mr 
Massiah is the Practice Manager for Health, Nutrition, and Population in the East and Southern 
Africa Region. 

 



3 
 

Introduction 

The way governments manage their finances has important implications for their ability 
to deliver services to citizens while aiming to maintain a prudent and sustainable fiscal 
position. In his seminal 1998 paper, Allen Schick outlines three objectives of a public 
finance system: (i) aggregate fiscal discipline - that budget totals should be the result of 
explicit enforced decisions; (ii) allocative efficiency – that expenditures should be based 
on government priorities and on effectiveness of public programs; and (iii) operational 
efficiency – that agencies should produce goods and services at a cost that achieves 
ongoing efficiency gains and is competitive at market prices (Schick 1998). To achieve 
such results, countries need to distribute and record financial resources in a reliable and 
timely manner so that they can be audited to ensure that money is being used properly 
(Andrews et al. 2014). Thus, the way countries formulate and execute their budget has 
profound implications on whether and how fiscal discipline and service delivery 
objectives can be met. 

During the budget execution process, spending is subjected to a set of rules that should 
ensure that it is conducted against appropriations in the budget and within a given 
budget ceiling. These processes and controls associated with budget execution are 
shown schematically in figure 1 (Pattanayak 2016). 

Figure 1 Seven Stages of the Expenditure Chain 

 

Source: Sailendra Pattanayak (2016). 
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What controls are applied to what transactions becomes a policy decision and affects 
how well the process lends itself to prudent fiscal management and service delivery. 
Financial management information systems (FMIS) play an important role in this 
process as they facilitate transactions and subject them to these controls. A core FMIS 
can be defined as an information system that supports “budget execution, accounting, 
and treasury and cash management functions, and generates financial reports in a 
timely manner”(Uña, Allen, and Botton 2019). They allow government finance and 
accounting staff to carry out their day-to-day operational tasks. This enables them to 
plan, prepare and approve budgets, approve and verify commitments, issue payment 
orders and payments, monitor and report on financial resources collected, and develop 
appropriate resource allocation and borrowing strategies (Hashim 2014, Hashim and 
Piatti-Fünfkirchen 2018, 2016). As such, the potential of such systems to facilitate fiscal 
discipline, increase transparency, accountability, and participation, and ultimately 
improve the efficient delivery of services is widely recognized by the literature and 
practitioners alike. Dorotinsky and Yasuhiko (2002) map out the various avenues of 
how FMIS systems can contribute to the larger PFM objectives (Dorotinsky and 
Matsuda 2002).  

The implementation process of FMIS systems however tends to be complex and 
lengthy, and the contribution of FMIS systems to fiscal discipline and service delivery 
objectives at times indirect and distant. On the one hand, FMIS should instill fiscal 
discipline, through the application of budgetary controls in the budget execution 
process. However, any budgetary controls can only apply to funds routed through the 
system. Hashim and Piatti-Fünfkirchen (2016) have found that frequently large 
expenditure items are not channeled through the FMIS, in which case any controls 
would naturally not apply to those budget lines and thus open avenues for engaging in 
expenditures that were not vetted through the legislative process. As such, even though 
countries have invested in checks and balances with FMIS systems that have adequate 
budgetary control features, there often remain fiscal risks (Hashim and Piatti-
Fünfkirchen 2016). The literature found a positive correlation between FMIS budget 
coverage and PEFA scores (Hashim and Piatti-Fünfkirchen 2016, Piatti-Fünfkirchen, 
Hashim, and Wescott 2017), as well as a negative relation between FMIS budget 
coverage and the deviation between planned and actual deficits (Piatti-Fünfkirchen, 
Hashim, and Wescott 2017). This clearly underpins the critical role of adequate FMIS 
utilization in fiscal prudence. On the other hand, FMIS systems should also facilitate a 
reliable and expedited flow of funds to spending units that enables the effective 
delivery of services. This service delivery objective may however not be aligned with 
the rigidities of the control regime applied to those transactions. Rolling out an FMIS 
with all its associated controls to the district or even facility level means that these 
agencies will not have the necessary autonomy to make spending decisions within a 
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certain envelope as priorities change. Looking at the health sector, the World Health 
Organization and others have argued that rigid ex-ante control in a line item budget 
environment can hinder health financing objectives that necessitate a greater degree of 
autonomy (Cashin et al. 2017, Piatti-Fünfkirchen and Schneider 2018, Chakraborty et al. 
2010). Instead, an FMIS system at this level can inadvertently inhibit the flexibility that 
is necessary to deliver essential services efficiently.  

Thus, “the core challenge of good budget execution systems is how to balance control 
with flexibility” (Schiavo-Campo 2017). This situation can be mapped into a control and 
flexibility quadrant, as developed in figure 2. Quadrant one, the south-eastern quadrant 
shows a situation where the budget execution system provides insufficient control and 
accountability yet instills the kind of rigidities in service delivery sectors that inhibit 
effective service provision. Countries that relax control for expenditure items that can 
potentially pose fiscal risks such as subsidies, wages and salaries, and transfers while 
imposing strict ex-ante control on line items at the service delivery level would fall into 
this category. Quadrant two displays an environment that allows for sufficient 
flexibility, in an environment of little control and accountability. Countries that use the 
budget execution system as merely an accounting software that records transactions 
without controlling them would fall into this category. On the other end of the 
spectrum, quadrant four captures countries with sophisticated systems that subject the 
entire budget to the same strict control regime, which may work for fiscal control but 
not service delivery. Quadrant three, the north-eastern quadrant, shows the desired 
situation, that balances well control and flexibility and thus facilitates progress toward 
the twin PFM objectives of fiscal discipline and efficient service delivery. 
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Figure 2 The Control and Flexibility Quadrant 

 

Source: Authors. 

This paper recognizes the critical importance of FMIS systems in expenditure 
management, without which the desired progress in fiscal discipline and service 
delivery may be difficult to achieve. Budget execution systems across all countries can 
be mapped into one of the above quadrants, and the challenge this paper seeks to 
address is how to navigate from a sub-optimal situation to the quadrant that facilitates 
both control and the necessary flexibility. This paper argues for a paradigm shift: to 
control for high-value transactions, while allowing for more flexibility for low-value 
transactions, without compromising accountability. The paper proposes utilizing 
innovations in the banking sector to maintain financial accountability for these 
transactions. 

This paper breaks the problems down individually. First, it discusses the role of FMIS in 
facilitating control, and maps out theoretically what optimal coverage should be. 
Second, it discusses where in the spectrum transactions for basic service delivery might 
fall, and how these could be managed. Last, the paper proposes an innovative 
deployment strategy for a budget execution system that would facilitate both good 
control and flexibility. 
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Addressing the Problem of Control 

A core functionality of FMIS is providing budgetary control. Subjecting expenditure 
items in the budget to a rigorous automated control regime will ensure that the 
executed budget reflects the annual budget law as approved by the legislature. The 
diligent application of controls should ensure accountability and eliminate unbudgeted 
expenditures that undermine deficit targets or may lead to an accumulation of arrears. 
To achieve full control, full budget coverage is necessary. However, as FMIS rollout is 
costly and there are diminishing returns in terms of fiscal control. From an economic 
perspective, it may instead be preferable to deploy the system to a point where the 
marginal benefit (MB) of doing so equates the marginal cost (MC). Marginal benefit is 
defined as the change in total benefit over the change in quantity, and similarly the 
marginal cost is the change in total cost over the change in quantity:    

𝑀𝐵 ൌ 𝑀𝐶, 𝑤ℎ𝑒𝑟𝑒 

𝑀𝐵 ൌ
∆𝑇𝐵
∆𝑄

 𝑎𝑛𝑑 𝑀𝐶 ൌ
∆𝑇𝐶
∆𝑄

 

To understand what the benefit and cost functions look like, it is helpful to visualize the 
transactions profile. A review of a large number of countries (Hashim and Piatti-
Fünfkirchen 2018, Hashim et al. 2019) has shown that the transaction profile tends to be 
skewed with few high-value transactions making up the majority of the budget. 
Conversely, there are many low-value transactions that cumulatively only account to a 
very small share of the budget. A rough estimation of this proportion is 20: 80, with 
larger countries being more skewed toward high-value transactions. In some countries, 
these make up 90-95 percent of the budget (Piatti-Fünfkirchen, Hashim, and Wescott 
2017). A sample transaction profile for a typical lower-middle-income country is shown 
in figure 3. This shows on the same plot the cumulative share of the number and 
volume of transactions. For this specific country, transactions of US$200 or less make up 
almost 50 percent of all transactions but amount to less than 5 percent of the budget. 
Almost all transactions in the country are smaller than US$ 1,000 which still only make 
up 17 percent of the total budget. On the other side of the spectrum there are 7 
transactions between US$10 million and US$50 million and 5 transactions that are over 
US$50 million. They constitute 0.003 percent of the total number of transactions yet 
make up over 50 percent of the volume transacted through the system.    



8 
 

Figure 3 Sample Transaction Profile by Number of Transactions and Volume of Budget 

 

Source: Authors. 

This suggests that there are very high returns in terms of fiscal control for capturing 
high-value transactions, but the return diminishes rapidly as the value of the 
transaction declines. As such the marginal benefit curve is steep and downwards 
sloping. Conversely, the marginal cost of rolling the FMIS out at the central level is 
relatively low. The IT infrastructure is available, power reliable, and human and 
institutional capacity higher to manage a complex system. However, the cost of 
decentralizing the system to regional administrations, districts and service providers 
increases rapidly. The cost function for the initial central transactions is therefore likely 
to be upward sloping and increasing sharply as the system is decentralized. The 
marginal cost of FMIS deployment and benefits in terms of budgetary control could 
therefore be visualized as that of an optimizing firm where MB=MC function (see figure 
4). 
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Figure 4 Marginal Benefit and Cost of FMIS Deployment for Fiscal Control 

 

Source: Authors. 

While theory would suggest that a rollout strategy should be pursued where marginal 
benefits equal marginal cost, this may practically not be easily identified. Instead, if a 
transaction threshold could be determined defining high-value transactions which 
cover 90-95 percent of the budget, it would be possible to target ex-ante control to these 
transactions. Such an approach could yield a very high budget coverage despite 
focusing only on a limited number of transactions. As it is critical to have 
comprehensive budget execution reports, all transactions executed outside the FMIS 
need to be posted to the ledger periodically on an ex-post basis and consolidated with 
the FMIS-generated transactions. In terms of the control/flexibility quadrant, following 
such an approach could shift countries from a quadrant with low control to a quadrant 
with good control at relatively low cost. Some practical implications of what this may 
entail are addressed in the FMIS deployment architecture chapter.  

Addressing the Problem of Flexibility 

For full budget coverage, decentralizing the FMIS to all districts and lowest level 
spending units is often advocated, including in the 2016 FMIS diagnostic framework 
(Hashim and Piatti-Fünfkirchen 2016). While this would ensure that all funds are spent 
according to their original purpose, this guarantee comes at a high cost, as it is difficult 
and not practical to decentralize the software to remote and hard to reach areas. There 
are only a few places that have done so successfully, and there has never been a 
rigorous calculation of the economic rate of return of such investments.  

While it may not be practical, it may also not be desirable to decentralize and enforce 
the same control regime, as this may inhibit the necessary flexibility. At the point of 
service delivery flexibility is critical, as it is difficult to determine the precise nature of 
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resource requirements over the course of a year in advance (Piatti-Fünfkirchen and 
Schneider 2018, Cashin et al. 2017). Adjustments to the budget in due course may be 
possible, but the process of reallocating resources can be excessively cumbersome, 
requiring multiple upstream sanctions. Such processes may be warranted for large 
transactions but are an impediment for the effective delivery of services where at times 
quick decisions need to be taken. This restricts the flow of resources, and spending units 
may find it difficult to spend, despite having received allotments. Thus, enforcing a 
uniform and rigid control regime through deploying of an FMIS to the point of service 
delivery may neither be practical nor desirable, as it is costly and would place countries 
on the western side of the control/flexibility quadrant.  

Given the difficulties involved with rolling the FMIS out, many countries have instead 
opted for a Microsoft Excel based accounting system or maintain paper-based ledgers at 
the spending unit level. Once funds are received by the spending unit, they are spent as 
needed and transactions are recorded manually. They are subsequently posted to the 
FMIS at the next highest level (e.g. district or region). This process allows de-facto for 
the necessary flexibility, because a manual recording system does not impose the same 
control regimes. As such, flexibility is given. However, unless there are rigorous and 
frequent audits, this process loses accountability because it is very difficult to verify that 
what funds have been reported on spending is actually what they have been spent on. 
This is so, because the payment and reporting processes are not integrated. While the 
amount of funds is likely to be small and may not constitute a fiscal risk, this does not 
mean that there should be no accountability on how funds are being used. They still 
need to be spent prudently, be adequately accounted for and reported on as per 
government chart of accounts. This paper does not argue that accountability is not 
necessary – rather a strict line item ex-ante control regime for small value transactions 
could be relinquished, while retaining necessary financial accountability. 

With a growing sophistication of the banking sector, or the prevalence of mobile money, 
in many countries, there may be opportunities to integrate the expenditure process with 
the FMIS system. Through the use of bank accounts, mobile money accounts, and credit 
or debit cards, control can be facilitated at a higher level in the chart of accounts. A card 
or mobile money account could be given for the utilization of imprest advances, with 
limits equal to the release of funds for the Imprest head.  Depending on the source of 
funds that payments are drawn from, it may be necessary to have more than one card, 
or mobile money account, to accommodate, for example donor payments. This would 
most apply to small-scale operating costs. Virement between large spending categories 
(e.g. payroll and goods and services) would still require approval process. Thereby the 
bank controls how much can be spent on a budget head but does not control how (e.g. 
what type of supplies) items are being purchased. Once funds are spent, the process is 
integrated in the FMIS, ensuring that actual transactions are being adequately captured 
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and reported. This has been pioneered by the French government, as described in the 
box below: 

Box 1 The Introduction of Procurement Cards by the French Government  

The French government introduced procurement cards to improve flexibility, and reduce 
commitment processing, and imprest accounts. The government partnered with a French bank 
to introduce procurement card services within the framework of a public market. Two types of 
cards were introduced: 

- Level 1 cards: These cards are used for occasional purchases, such as a shop or online 
purchases, that can be made outside public markets. They can only be used with 
registered vendors. 

- Level 3 cards: These are used for purchases made within the framework of registered 
public markets. They require software implementation on the vendor side, so as to 
transmit transaction information to the partner bank. 

A limit of EUR 2,000 per transaction is applied that spending units can purchase up to. The 
cards may be regarded as “credit cards”, as the vendor is paid immediately by the Bank and 
the Bank gets reimbursement from treasury on a monthly basis. All card transactions are 
aggregated monthly by service, to generate a “record of bank transactions”. These records are 
sent electronically to the FMIS (Chorus), where they generate payment requests. All payment 
requests are checked and approved by services, to generate accounting records, and the refund 
payment to the bank. 

A challenge in implementation is that there are limited numbers of points of sale. Vendors 
must be registered (levels 1 & 3) and must implement software to transmit public market 
references (level 3 only). Verification and approval tasks can be time consuming and may 
result in delays in processing the refund payment to the bank. 
 
Source: Ministère de l’Action et des Comptes Publics – Agence pour l’Informatique Financière 
de l’Etat. 

In many countries this type of flexibility is de facto already in place as they use manual 
or excel based systems, allowing them to capture and control spending ex-post but 
without the integration between the payment process and the recording process. There 
is thus little guarantee of the integrity of the expenditure data. An example of this is 
Malawi, where the lack of integration has undermined confidence in the system entirely 
(World Bank 2016a). With the increased penetration of the banking sector, an innovative 
approach integrating spending, recording, and the FMIS is possible, which would 
facilitate the same level of flexibility used in a manual system, while capturing all 
transactions and thereby guaranteeing good expenditure information. Using such an 
approach therefore would allow a shift toward the eastern quadrants where spending 
units have adequate flexibility, whist maintaining financial accountability. Such an 
approach will implicitly also lead to greater facility autonomy and should be 
recognized through an explicit delegation of power.  
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As innovations in the IT and banking sector become available, this opens opportunities 
to rethink the PFM reform agenda (BMGF and AlphaBeta 2018, Gupta et al. 2017). 
Applying these may require a paradigm shift but holds promise of a more effective 
engagement and achieving expedited results.  

Toward a Risk-Based Deployment Strategy 

To implement what was discussed above, a two-staged deployment strategy is 
proposed where there is a clear differentiation between high-value transactions that 
need to be subjected to rigorous ex-ante controls, and low-value transactions that utilize 
innovations from the banking sector to allow for increased spending flexibility without 
compromising the integrity of the transaction. High-value transactions are represented 
in stream 1 the alternative approach to capturing transactions in stream 2 of figure 5. As 
transactions from the banking sector are fully integrated into the core FMIS modules, 
and there can be confidence in the reliability of reporting, the resulting budget 
execution reports will have integrity.  

Figure 5 A Two‐Pronged FMIS Deployment Strategy 

 

Source: Authors. 

Operationalizing the Risk‐Based Approach of FMIS Deployment 

Given the high marginal return and low marginal cost of capturing high-value 
transactions, these should naturally be captured first in a systems deployment strategy. 
This would yield useful results early in an FMIS rollout phase, and address some of the 
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cost-benefit issues that are frequently raised (Glenday 2015). This could be done by 
recommending that transactions above a certain amount to be routed through the 
treasury system in an ex-ante mode. The smaller transactions could be captured ex-post, 
by arranging with the banks, or the mobile operators where mobile money is feasible, to 
send this information to IFMIS.  

In practice, the spending units that generate these large transactions are few1 and 
capturing transactions from these units would result in the same high coverage. Thus, 
the treasury could exert control by focusing on spending units that generate the largest 
volume of high-value transactions. This approach is akin to focusing on large taxpayers 
on the revenue side, which is also a risk-based approach. Identifying these spending 
units can enable the treasury to focus control on them and transactions above this 
threshold instead of wasting effort across the network. This could also be useful for 
determining future cash requirements and developing borrowing strategies because 
they determine the bulk of the cash requirements. 

If a spending unit that is not part of this list generates a high-value transaction, the rules 
could specify that the transaction must be routed through the central system by 
alternate means e.g. by using a web-portal interface with the system. The remaining 
transactions could be paid through the banking network in which branches of 
commercial banks act as fiscal agents for the central bank and operate zero-balance 
accounts. These banks would need to be instructed to not honor payments above the 
budget release, calculated based on the transaction threshold for each country according 
to the local situation. After agreeing to such a selective control principle, then the 
following steps could be taken in practice: 

 Make it mandatory to route all transactions generated at the central ministry of 
finance (such as fiscal transfers, subsidies, and debt service payments) through 
the central system. 

 Route all payroll and civil service pension payments calculated by a central 
system through the central system (these are typically about 30-40 percent or 
more of the total budget). If the payroll is not automated, route the 
corresponding bill or payment request through the central system after the line 
ministry or spending unit calculates the employee payroll.  

                                                            
1 The frequency distribution of SUs which generate the transactions is not as skewed as that of 
the transactions. If the threshold is set at a low value (e.g. US$ 1,000) then a very large number 
of SUs will need to be covered since most SUs will generate one or two transactions of this 
value. Therefore, alternate means need to be developed to capture these high-value transactions 
such as a web portal. 
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 Route all payments above the transaction threshold from a line ministry or 
spending unit through the central system. These spending units could be donor 
funds and statutory funds, in addition to the regular operating units of the 
Ministry.  

An overview of the changes required from a cash-based system to the introducing of 
e-payments for low level transactions through commercial banks or mobile money is 
provided in the matrix below.   

Table 1 Digitizing Health Facility Payments: A Matrix for Reforming the Payment Processes 

 
Commercial Bank Accounts  Mobile Money Accounts 

P
la
n
n
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g
 &
  

B
u
d
g
et
 A
llo

ca
ti
o
n
 

No immediate change  No immediate change 

G
ra
n
t 
D
is
b
u
rs
em
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t 

(I
ss
u
a
n
ce
 o
f 
Im

p
re
st
) 

‐ Allocated grant amounts disbursed from MOH HQ into the 
facilities' bank accounts using. Depending on the partner 
bank, the transfers can be initiated from IFMIS and 
executed through the EFT/RTGS. 
‐ The amount is deducted from MoH's account and facilities 
will receive grants amounts directly into their back accounts 

‐ Allocated grant amounts are transferred to MoH HG's 
'bulk‐payments disbursement account' with provider's MM 
service provider's partner bank 
‐ MoH staff will access MM provider's online portal to 
upload file with each facility's mobile wallet number and 
allocation amount 
‐ The amount is deducted from MoH's 'bulk‐payments 
disbursement account' and facilities will receive grants 
amounts instantaneously into their wallets, along with a 
notification SMS 

P
u
rc
h
a
si
n
g
 

‐ Facilities can make purchases using cheques and debit 
cards 
‐ If needed, cash can be withdrawn from bank branches, 
agents and ATMs 
‐ All payments must be based on payment vouchers 
supported by relevant documents and approvals, including 
suppliers’ invoice/ receipt / delivery note 

‐ Facilities can make purchases using their wallets accessible 
through mobile phones 
‐ If needed, cash can be withdrawn from the nearest agent 
location 
‐ All payments must be based on payment vouchers 
supported by relevant documents and approvals, including 
suppliers’ invoice/ receipt / delivery note 

R
et
ir
em
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t 
o
f 

Im
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‐ Imprest retirement documents must be submitted by 
facilities to DHOs in monthly basis 
‐ Monthly bank account statements stating balances and 
transaction details should be submitted as trails. Cheque 
details should be recorded on the cheque counterfoil for 
reference 

‐ Imprest retirement documents must be submitted by 
facilities to DHOs in monthly basis 
‐ Monthly wallet account statements stating balances and 
transaction details should be downloaded from provider's 
portal and submitted as trails 

Source: Zambia Digitization Strategy for Health Service Provider Payments. 

Such a strategy could be a useful first step in implementing a reasonable budget 
execution system in countries that do not have one. For example, in the Philippines, the 
large number of spending units and the lack of a network of treasury offices charged 
with ex ante transaction control (which line ministries resist for all transactions) 
hindered all previous efforts at implementing such a system. In this environment, line 
ministries and spending units can open bank accounts in designated commercial banks. 
The government allows these spending units to process these transactions through the 
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SU’s bank accounts in these banks up to the limit of their cash allocations and the 
ministries and spending units make payments through these banks. The treasury single 
account at the central bank controls the budgetary resources, and the designated 
commercial banks claim reimbursement from the Treasury for amounts paid out on 
behalf of spending units. However, ex ante budget control is not practiced on these 
transactions, which leads to the problems described earlier. Therefore, if transactions 
above a transaction threshold are required to be paid through a central treasury 
payment system (which currently regulates only the cash locations to spending units), 
then an effective budget execution system could be established quickly without 
deploying the treasury system to all spending unit sites (which can number in the 
thousands). The banking network would still handle transactions below the threshold 
(and during the transition period), as is currently proposed for the Philippines. This 
strategy could also be useful for countries where state of the art systems has been put in 
place, but the budget coverage remains low. This strategy would require government-
wide approach, as it involves promoting the mobile money or point of sales for card 
payments in the economy to address the risk of insufficient point of sales or coverage of 
mobile money in the country.  

Discussion and Conclusions 

Prudent fiscal management and efficient service delivery are a sign of healthy public 
financial management. Meeting fiscal targets requires effective expenditure controls. As 
needs perpetually exceed resource availability, spending agencies have the incentive to 
spend beyond their means and expenditure management systems are required to 
ensure budgetary discipline is maintained. In addition to budgetary discipline, 
democratic processes require that spending happens against what was approved by the 
legislature. Budgetary controls and ex-ante commitment controls in FMIS systems are 
designed to ensure this takes place, holding the executive accountable to spending 
against what was promised within a given budget envelope.  

FMIS systems will however only be able to deliver against this promise if transactions 
are actually routed through the system. This is not always the case, and evidence 
suggests that some countries are reluctant to do so, precisely because they do not wish 
certain expenditure items to be subjected to FMIS internal controls. In Ghana and 
Zambia for example, wage payments were not routed through the system, and the 
FMIS was therefore unable to prevent ad-hoc wage increases that were unplanned and 
unbudgeted for, and subsequently caused a major fiscal strain (European Commission 
2017, World Bank 2016c, b, Hashim and Piatti-Fünfkirchen 2018). This points to the 
necessity to integrate payroll with FMIS controls for payments. Similarly, if other large 
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transactions such as debt payments, subsidies, or transfers are routed outside the 
system, they bypass controls and therefore constitute a fiscal risk. The larger the share 
of the budget that is not subject to FMIS internal controls, the looser the expenditure 
controls the larger the likelihood that these can be manually manipulated. This also 
circumvents adequate legislative oversight and thus fundamentally undermine 
democratic processes. This in effect means that the Ministry of Finance remakes the 
budget during the year without getting ex- ante authority from the Parliament. This 
process is legitimized in some countries by getting the Parliament to agree and approve 
a revised Budget on an ex-post basis in as much as the law states otherwise. In 
discussions with the Parliament at this stage they are confronted with a de-facto 
situation on which they have little choice but to approve. This causes a serious 
reduction in constraints on the executive branch to make imprudent choices to either 
further their political agenda or, in some cases, pursue non-transparent objectives such 
as borrowing from ‘favorite banks’.  

On the other hand, there is a growing discourse in the service delivery literature that ex-
ante commitment control at point of service delivery hinders effective expenditure 
management, as facilities are not agile and cannot react with sufficient autonomy to 
changing needs. This does not mean that control and accountability should be 
relinquished. Rather, the nature of control should differ for small transactions at point 
of service delivery that even in sum do not pose a credible risk to fiscal discipline. 

This paper presents an alternative approach to expenditure management and argues 
that FMIS systems should be deployed in a cost-effective manner with consideration to 
fiscal risk and flexibility in budget execution at point of service delivery. Subjecting 
high-value transactions even to a basic FMIS systems can be an effective measure to 
strengthen aggregate expenditure control early on in the reform process, which does 
not require expensive, lengthy and cumbersome deployment mechanisms to lowest 
levels of government. The paper continues to argue that these transactions, which 
constitute advance payments, could instead be captured on an ex-post basis through 
banking or mobile sector innovations such as smart cards or mobile money accounts. 
These offer the opportunity for integration of spending and reporting and therefore 
leave a credible audit trail and provide confidence in government financial statements. 
Such an approach has been adopted by the French government.   

As an increasing number of low-income and lower-middle-income countries are 
approaching debt distress, adequate expenditure control and ability to prudently 
manage their finances is critical. At the same time, the same set of countries are 
committing to invest in human capital and use an increasing share of public resources 
toward goals such as universal health coverage. The relevance of these issues is 
highlighted by the 2018 Bali annual meetings, which have both debt management and 
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the human capital project on the top of the agenda. The joint pursuit of this necessitates 
a more balanced approach to expenditure management. This risk-based approach to 
strategically place appropriate controls (where they matter) and allow for increased 
flexibility (where it matters) provides for one such strategy but would require a 
paradigm shift in the public finance discipline. 
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