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Developing PFM capacity to support basic service
delivery in the fragile context of South Sudan

In a fragile country such as South Sudan, recently emerging out of conflict, developing an institutional
setting for the reliable delivery of basic services is an essential condition for development. South Sudan
has chosen for a decentralised model, where service delivery is the responsibility of local government:
states and counties. Funds earmarked for service delivery have to move through the financial system:
from the national government, to the state ministries, to the counties and then to the departments (i.e.
health, education). Sound, trustworthy Public Financial Management (PFM) practices are needed to
make the transfer of funds effective and transparent. To achieve this, the Ministry of Finance and Eco-
nomic Planning (MoFEP) and the Local Government Board (LGB) in South Sudan have produced a PFM
Manual for Local Government, accompanied by an implementation plan. The EU funds the project:
‘Technical Assistance for sub-national capacity building in payroll and PFM in South Sudan’, (EU-TAPP) to
assist the Government of South Sudan in building capacity on a local level to implement the LG PFM
Manual. The project is executed by Ecorys and VNG between 2014 and 2016.

The EU-TAPP team operates in the demanding context of a
young country recently emerging from war; as well as a difficult
PFM situation at the local level characterised by a lack of effec-
The lessons learned tive sy_stems _and inadeq_uate hL_lman resources. Pevelopments
occurring during the project period have further influenced the
work being done. Civil war broke out in December 2013, when
are documented in  the project was scheduled to start, leading to a delay of the pro-
this publication to  ject as well limiting the scope to seven less affected states out
ensure Sustainability of the total of ten states. On-going hostilities during the project
. and a difficult security situation requires agility and flexibility
of the provided y ; . .

rom the project team, as well as undermines the capacity

building results.

during this project
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capacity building in
South Sudan, as well

. .. Recently, the direction of PFM reform on the local level has become uncertain, as a Presi-
as bring insights for

) / dential decree to increase the amount of States from 10 to 28 is being implemented. This

future projects in  further demotivates the current state and county staff to prepare budgets and reports due

providing capacity to uncertainty of the future. Additionally, South Sudan has been sent into deep economic
for PFM to improve crisis through the civil war as well as a recent sharp drop in oil prices. Inflation is approach-
ing 300%, and according to IMF officials this year’s deficit could top $1.1bn - 25% of
GDP.1 On the one hand, this hinders progress in the EU-TAPP project due to little amounts
of money going through the government system and high inflation creating value prob-
lems. On the other hand, it further evidences the need for good PFM in South Sudan, which
would enable donors to provide support by working through government systems.

service delivery in
fragile contexts.

1 |MF Staff Completes 2016 Article IV Mission to South Sudan; Press Release No. 16/259; June 1, 2016
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Structure and approach
The project is structured as follows:

Overall

Objective BUIOSS

Services provided Results to be achieved

Support to LGs in meeting 1: Individual county/LG staff will be equipped with
requirements of LG PFM skills and knowledge in: LG PFM including planning and
Manual. budgeting; financial reporting.

Support at State level to

PP Il resources at the County level (local revenue and
TENEERENE SRR () all transfers) will be properly used and accounted for.
State and County payroll AR ’

and conditional transfers to

. 3: The Counties and States are able to provide the
the counties.

required accountabilities for a satisfactory audit of the
budget lines for health, education and water
conditional salary and operating fund transfers to
States and Counties

Support to County
Administration
Departments to properly
manage payrolll.
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4: Counties demonstrate progress in properly using
Support the establishment and accounting for all resources as a basis for
and operation of County increased funding by Government and/or other
Transfer Monitoring development partners.
Committees (CTMCs).

As set out in the LG PFM implementation plan, the EU-TAPP team is divided in state-based teams, working in State
Capacity Building Platforms together with other implementing partners. In this way the project is integrated into
the broader Local Services Support agenda, at a national and local level, further implementing key reforms already
initiated in the states and counties before the start of the project. The state-based teams operate in the seven blue
states in the map below. The yellow states, most affected by the 2013 conflict, are covered by a roving advisor.
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Figure 1

*Please note the division of states and teams above is based on the situation at the start of the project in 2014. Currently,

the number of states have increased to 28, but the state-based teams are still situated in the original states.
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After undergoing a Training-of-Trainers at the national level, the state-based teams developed work
plans, then rolled them out in the states, performing the following functions:

. Advising on local government PFM and payroll issues and helping county governments in im-
plementing, managing and reporting on their public finances to deliver basic services to citi-
zens.

Further building capacity in the state focal points, through coaching, mentoring and training,
acting as resource persons and advisers on key PFM and payroll issues.

Developing a community of practice (formal or informal) in functional areas (accounting, audit,
procurement, payroll, property management, taxation) for local government officers.

Organizing classroom training for state and county officers.

Undertaking travel to counties to conduct additional workshops and to provide on the job
capacity building support to county staff.

Producing joint reports to be presented to the CTMC.

Results

The following key results are achieved (amongst others)2:

° The flow of financial resources from the national government to counties has improved, alt-
hough bottlenecks still exist; counties now have a better understanding of the grants that are
due to them and are able to follow up with the SMoF on funds released by the national MoFEP

Counties have prepared budgets in standard formats prescribed by the LGB, had these ap-
proved by their executive councils and submitted these to the states and LGB systems and
processes for the handling of cash. Public funds have gradually improved: counties have begun
to implement the single treasury account system and the recording of financial transactions in
finance forms is slowly improving albeit with difficulties.

County financial reporting has improved: the counties are producing monthly reports to the
SMoF as well as quarterly budget performance reports to the CTMCs through SMoLG.

CTMCs are set up in 8 of the 10 states of South Sudan and are functional - receiving quarterly
budget performance reports from counties, discussing them and submitting reports to the na-
tional government and feedback to the counties. This has improved the accountability and
reporting cycle for public funds.

Nominal rolls and establishment structures of counties have been updated, and in most states
the payroll has been split between a state payroll and a county payroll.

Reform environment

The success of PFM reform is highly dependent on the context. Especially in a nascent country like
South Sudan without a rooted institutional history, the environment is influential on the outcomes of
reform efforts. In this section the government structure is explained, as well as the role of the local
government, specifically with regards to Service Delivery and PFM. Finally, on-going developments
during the project that influenced its outcome are shortly explained.

Government structure

In 2005, the Comprehensive Peace Agreement (CPA) ended the civil war in Sudan, paving the way for
the eventual independence of South Sudan in 2011. From then onwards, South Sudan had to build its
institutions from scratch. The Interim Constitution of Southern Sudan (ICSS) implemented in 2006
stipulated a decentralized government with three levels, each having its own legislature, executive
and judiciary. The executive government was structured as depicted on the next page.

2For more information, please refer to the EU-TAPP Evaluation Report on the Capacity4Development website.
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The Local Government Board (LGB) is officially an advisory body © 35-’ !
for the Office of the President on local government affairs, how- § GE)
ever over the course of the years its mandate has developed to -2

. . 0o Council of ministers Government

a more advisory and oversight role to the local government. Board
On the local government level, according to the Interim Consti- -
tution of South Sudan, a county council including elected coun- 2
cilors should form the executive. As no local elections have IS et
been held, the executive council consists of the appointed Com- %
missioner, and the Executive Director and Heads of Department o
as civil servants. Primary responsibilities of Local Government =
councils are but not limited to (section 24 of Local Government v

o s

. . . c Commissioner
1. Regulation and maintenance of law and public order = g .
2. Regulation, provision and maintenance of services to the § ;:') :
people . . . é County council/executive

3. Land administration and environmental management il
4. Encouragement and promotion of local development and

provision of access and opportunities for the people to
engage in the development of their communities
5. Protection of the rights of the people and their interests.

Local Government PFM and payroll management in South Sudan

As stated above, service delivery is the responsibility of the Local government. In order to be able to per-
form this function, finances should flow from local revenue and from the national government down to the
counties. Sound budgeting, reporting and transferal of funds is highly important in order to provide ser-
vices and pay the salaries of the service providers. In 2013, the Local Government PFM Manual (LG PFM
Manual) was designed, providing policies, procedures and forms for conducting PFM in local government,
consistent with the Local Government Act 2009.

The conflict of the past decades (as well as the civil war that had started in December 2013) had left the
PFM system in a dismal state. At the start of the EU-TAPP project in 2014, local government (LG) staff did
not possess the adequate financial management skills to perform their functions effectively. LG staff did
not know or knew too little of the LG PFM Manual, and were not working consistently on budgeting and
reporting.

Budget preparation did not take place accord-
ing to the manual, budgets were not compiled
or submitted on time, and neither were they
approved by county legislative or executive
councils. The local government failed to ad-
here to budget execution procedures as set out
in the LG PFM Manual, evidenced by poor cod-
ing and weak internal controls.

Budget Budget
reporting Preparation

Budget Budget
Concerning budget reporting, Quarterly Budget Execution Approval

Performance Reports (QBPRs) were not being
prepared, submitted or discussed by the County
Transfer Monitoring Committee (CTMC), which
is responsible for checking the reports and ap-
proving the transfer of funds to the specific
county in the next quarter. CTMCs lacked the skills, knowledge and the capacity to analyse QBPRs and
compile reports to the LGB.2

Payroll management was similarly in a dire situation. County nhominal rolls were not updated and as such
did not cover all departments and employees. County payroll was not split from State payroll, and due to
lacking structures and nominal roles, the Ministry of Finance had the final financial control over payroll.
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Lessons learned

Over the course of the project period, the EU-TAPP team has learned six key lessons in providing capacity
building on PFM and payroll at a subnational level, especially in a context where there is such a great ca-
pacity building need, inadequate skills and low motivation among staff, little equipment available and po-
litical and security issues threatening the stability of the country and consequently the results and sustain-
ability of the project.

Lesson 1: Work with State-based teams under the capacity building platform approach

The methodology of the project has worked partic-
ularly well in the South Sudanese setting. In each
of the seven selected states (see figure 1) a state-
based team comprising a regional and national
advisor are working with selected state officials in
a PFM Capacity Building Platform to deliver the
capacity building interventions. The teams work
with mixed methods: both short capacity building
workshops and On-the-Job training (OJT). Having
to deal with inadequate skills and low motivation
amongst staff, frequent, short capacity building
sessions are important to build lasting capacity.
On-the-job training further ensures that the skills
trained are applied in the daily context. The con-
tinuous presence of state-based teams in the
states, and frequent visits to the counties by the same advisors, also contribute to building a sustainable
relationship and trust, further easing the work and reforms needed to be done in PFM. As the objective is
for staff at county governments to be able to execute the basic requirements of their job functions, pro-
cess transactions as per the PFM manual, prepare quarterly reports etc., it is necessary to provide them
with the technical education but also support them as they actually utilize new tools and skills in their
work place.

The availability of staff is a problem in South Sudan, due to high absence and continuous transfers. The
inclusion of state officers in capacity building platforms can ensure the sustainability of the capacity built
by continuously engaging staff, especially those that continue to resist training. As many of the finance
departments are not fully staffed or the staffing structure is uncertain and changing frequently, the identi-
fication of “Champions” who are motivated to learn allows for capacity building of key individuals who
can then train other staff as staffing becomes more stable. If there are one or two well trained staff in a
department they can train other staff especially when they have tools such as the LG PFM Manual availa-
ble to use as a training tool.

Lesson 2: Use a standardized PFM manual and capacity building approach

In order to ensure that all local government staff, regardless of their geographical location, would receive
the same training and use the same tools, the EU-TAPP team has developed a standardized approach for
capacity development, also using the standardized LG PFM Manual that was produced by the Ministry of
Finance and Economic Planning (MoFEP) and the Local Government Board (LGB) in 2013. A Training-of-
Trainer workshop on the standardized approach and the LG PFM Manual has been given to the state-
based teams in Juba, after which they have rolled out the approach in the states.
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The use of a standardized capacity building approach also mitigates Case Study Yel River County
problems regarding staff transfers. Meaning that if a staff member is (Central Equatoria State)
transferred from one county to another, the same training will have been
received by that officer. In the current situation where the number of In Yei River County the EU-TAPP
counties might be significantly increased in the near future, the use of a team has supported the County
standardized manual will ensure more sustainability in this process. in compilation of Q1 BPR. The
project was not able to support
and follow up the county to com-
pile and submit Q2 because the
project duration had ended.
Lucky enough the County was
selected under the LOGOSEED
project, thus LOGOSEED support-
ed compilation of 2015/16 Q2
BPR. By the time EU-TAPP re-
turned during the bridging phase
Q2 report was already out and
EU-TAPP thus supported the
county to compile the Q3 report.
This was only able to be achieved
because the two Capacity Build-
ing providers were using the
same tools thus each of them
could build on what the other has
done, building synergies.

Specifically the use of a standardized LG PFM Manual enhances opportu-
nities for coordination with other implementing partners. In the past, vari-
ous implementing partners started projects with their own PFM manuals,
undermining the earlier built capacity. Now, the use of the standard man-
ual enhances complementarity of each other’s efforts, building more and
more sustainable capacity in the long run. The manuals can also be used
by the local government staff themselves as training tools for new staff.

Lesson 3: Work with a phased approach in payroll reform, primarily ensuring the right peo-
ple are in the system

When assessing the situation of payroll management in South Sudan, the EU-TAPP team found that imple-
mentation of a computerized payroll system, SSEPS Il, had not taken place effectively. In many counties, lack
of electricity or hardware had hampered the implementation. In others, the ICT skills of the payroll staff was
too low to use the available equipment. Furthermore, there was no idea on how to split the county payroll
from the state payroll, as no updated nominal role or staff files of staff on the various levels existed. As such
there was no accurate data ready to migrate to payroll software. The team thus decided to focus on having
apayroll and nominal roll, first having the right data in place
for the eventual implementation of a computerized payroll
system. In a context with very low payroll management
capacity, it is important to start with the most important
issues, ensuring readiness for more in-depth reform.

Case Western Equatoria State - Leading from
the front

The team in WES had a specific approach on
splitting the payroll, starting with State payroll
information, and from there onwards estab-
lishing a nominal role per county in collabora-
tion with the key staff from the State Minis-
tries of Labour, Public Service and Human
Resource Development (SMLoPS&HRD) and
the Heads of Department on a county level.
This ensured county level was aware of the
benefits, as it opened up funds by filtering
ghost workers from the payroll that could be
immediately used for recruitment, promotion
or service delivery. The counties thus pres-
sured the state to effectively split the payroll.
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‘ Lesson 4: Create simple and easy-to-use tools for building accountability and transpar-
ency mechanisms

Complicated IFMIS systems and reports do not work in a context where both equipment as well as
capacity for using and interpreting the systems are inadequate. However, building accountability and
transparency mechanisms is essential in building a financial management system, especially in a
country with high fiduciary risks such as South Sudan. In response to this, the EU-TAPP team devel-
oped a variety of simple feedback mechanisms.

A grant-tracking tool (GTT) has been developed and piloted in Western Equatorial State: a set of excel
templates designed to capture records of transfers for all grants from national government to the lo-
cal government on a monthly basis. These are compared to what has been received by the higher lev-
els of government and will reveal any discrepancies. Furthermore, it captures records of annual budg-
ets and compares the budget with the actual receipts to reveal any gaps between budgets and actu-
als. The GTT improves the timeliness of grants, ensures greater consistency in the grants committed
and decreases the likelihood of transfers being diverted. Below an example of the GTT is shown.

TOTAL TRANSHER BY Shilof TO COUNTEES AGAINST BUDGET

A {8) %] {D)
ACTUAL RECEIPT BY SMoF | VARIANCE 2014/15 TRANSFERRED TO Balance Due B&D
SECTORS BUDGET 2014/15 2014/15 BUDGET COUNTIES 2014/15 2014/15

EDUCATION 4.560.000 4.560.000 - 3.600.000 |- 960.000
HEALTH 5.400.000 5.400.000 - 4.800.000 |- 600.000
WATER 1452000 1452.000 - 1.440.000 |- 12.000
General Adminitration -
TOTAL 11.412.000 11.412.000 - 9.840.000 |- 1.572.000

The State-based team in Warrap has introduced a CTMC feedback mechanism. The CTMC is an institu-
tion mandated to review the QBPRs (Quarterly Budget Performance Reports) from the Counties, and
to send an analysis of these to the STMC (State Transfer Monitoring Committee), which then advises
the MoFEP on how and whether to transfer funds. However, as the counties did not see any results
flow from the QBPRs, the motivation to submit them on time or at all was low. The state-based team
in Warrap worked together with the CTMC to provide reviews not only for the STMC, but to send sim-
ple, two page reviews with action-oriented recommendations and a timeline to the counties con-
cerned as well. This enhanced motivation on the county side to improve their reporting systems, al-
lowed for follow-up from the CTMC, and increased the quality of QBPRs being produced.

Accountability systems do not only matter within the government, but within the project management
of EU-TAPP as well. As part of the M&E framework, the core team performs a quarterly M&E assess-
ment tool of 75 questions to assess the progress of the counties. To increase readability and usability
of these assessments, the team develops visually attractive dashboards of each county. These are
used as reporting and knowledge sharing tools, comparing the different counties and stimulating
them to improve their performance. An example of the dashboards is shown on the next page. In the
reports, the dashboards are further expanded with a description of the findings and planned follow up.
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Lopa/Lafon county

Total days in Coun 4 Male 19
Jays in County Total 22
Last visitto County 12/3/2015 Female 03
Executive Director N Countyhas an approvedannual ./ County has a fully separated 7
budget payroll from state payroll v
Controller of N County operates a bank account v Nominalroll and single payroll
accounts for county staff prepared
Planner \/ County codes all conditional Monthly county payroll reports ‘/
grants correctly (by sector) are submitted
Establishmentofficer 3¢ County submits quarterly budget Vs
(payroll manager) performancereportto CTMC i
X =NO
+ = VYes

Lesson 5: Seek opportunities to collaborate and share information with other implementing
partners and stakeholders

Coordinating and harmonizing aid efforts are a standard focus of
projects in development cooperation. In the case of South Sudan,
and specifically when working in subnational contexts on service
delivery, this becomes even more important. Due to limited re-
sources available, and security issues when travelling to the vari-
ous states and counties, the EU-TAPP team collaborates with
many other implementing and development partners. For exam-
ple, workshops in the states are given together with other part-
ners such as LOGOSEED (Local Government and Service Delivery
Project), the GESS (Girls Education South Sudan) and the HPF
(Health Pooled Fund).

Due to the EU-TAPP project having team members in most of the states, information gathered is relevant for
other organisations as well. This information is shared with for example organisations stimulating advocacy
amongst civil society (OXFAM), and we also received information (for example for our Grant-Tracking Tool)
from the Budget Strengthening Initiative (ODI). Collaborating with these other programmes also increases their
understanding of PFM and their role in the process and can improve transparency and accountability. For ex-
ample, government and NGO actors in the health sector will contribute more to the budgeting process if they
understand they can and should be participating and they may also demand more accountability over spend-
ing once they understand that they have been allocated funding that they may not have been receiving.

Lesson 6: Be flexible and persistent

Perhaps the most important lesson learned while working in a fragile, post-conflict state as South Sudan, is
the importance of being flexible and persistent. The EU-TAPP team has been flexible in its approach: when
conflict erupted, the team decided to work with state-based teams in the non-affected states, and a roving
advisor in the three conflict states; when the roll out of the payroll ICT systems turned out to be too ambitious,
the team worked with ensuring accurate nominal and payrolls on both state and county level, creating reform
readiness, etc. Similarly the team chose not to focus on procurement, as no large procurements were possible,
but focused on increasing the capacity on budgeting and reporting, the core of PFM. Thus working with a
phased approach turned out to be necessary.
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In these contexts it is important to work with what
works, as well as with who wants to work. In the train-
ings and On-the-Job training, not all staff members
are equally enthusiastic. In order to ensure results,
the teams focus on working with the people that were
willing to learn, engaging them as champions for re-
form to activate their peers.

Most of all it is important to persist. In fragile contexts
setbacks will ensue frequently, shown here in the cas-
es of civil war, or little political will. This project
shows, however, that by persisting, concrete outputs
and outcomes can be achieved. The team deems fur-
ther follow-up of the workshops and OJT will be neces-
sary to ensure sustainability of the results.

Future relevance of EU-TAPP and the lessons learned

The EU-TAPP project, extended with a five months bridging phase, will come to an end in August 2016. How-
ever, the results of the EU-TAPP as well as its lessons learned remain valuable for future projects in South
Sudan or other fragile contexts.

In the current economic crisis in South Sudan, resulting from years of civil war and a dive in oil prices, the
building of sound PFM systems has become increasingly important. The 2016 IMF mission to South Sudan,
confirmed: “Demonstrating unity and commitment in the coming months to economic stabilisation and
strengthening public financial management will be key steps to rebuilding policy credibility and regaining
access to external financial support”.3 Further building PFM and Payroll capacity in South Sudan can pave
the way for budget support, gaining resources for improved service delivery on the ground. As South Sudan
has a decentralized government structure in place with funding from the central government eventually pass-
ing down to the county level, it is critical to have sound PFM at the county level.

In light of the presidential decree to increase the number of states from 10 to 28, and with it the number of
counties, the approach the EU-TAPP team has used can be further developed for the increase in governmen-
tal structures at the local level. Important aspects of the methodology of EU-TAPP such as standardized ap-
proaches and easily accessible accountability tools can be used when rolling out PFM capacity building to the
new local governments.

Besides these recent developments, to ensure sustainability of PFM capacity building, specifically in a context
where the capacity building needs are so high, continuous OJT and workshops are necessary to ensure the
skills learned will be effectively implemented. 1,5 years is a short time frame in which to build sound PFM
practices from scratch, and further institutionalisation of the work is necessary.

The lessons learned in South Sudan can be applied to similar situations in other fragile states where the PFM
capacity building needs are high and equipment and resources are low. Although the approach will need to
be flexible and adapted to the local situation, the EU-TAPP approach shows that results in PFM capacity build-
ing on a subnational level can be achieved .
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Your Take-away
The take-away is the main point of something, like a lesson or presentation, to
learn and remember. Please also let us know yours!
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