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1 INTRODUCTION
In the discussion paper ‘World Class financial management’ the Audit Commission invites comment and contributions on the ideas set out and asks whether these ideas provide a good framework for future work in financial management.  CIPFA is pleased to offer its views and its comments on the debate questions.

2 A WORLD CLASS FRAMEWORK FOR FINANCIAL MANAGEMENT
2.1 CIPFA believes that fundamental principles of good financial management apply irrespective of whether an organisation operates in the public or private sectors.  Increasingly this division is blurred, with the advent of new partnerships and delivery mechanisms for public services.  The approach of testing oneself against the best is a powerful force for improvement. CIPFA welcomes the Audit Commission’s work in developing this discussion paper about the standards of financial management to which the public services should aspire.  CIPFA is pleased that beacons of excellence from the UK public services have been included alongside those case studies from the private sector and overseas as this strengthens the argument for the universality of the fundamental principles of good financial management. However the learning points for public service bodies are not explicitly drawn out from the case studies, and although the paper acknowledges that the public services should not slavishly adopt private sector practice, it could have been made clearer what practice may be transferable to help the public bodies meet the challenge of improving practice.

2.2 The paper acknowledges the diversity in size and nature of the business between different public service organisations. Also that achieving world class standards in financial management will involve costs, in terms of investing in people and systems and that costs must be commensurate to the benefits in terms of better use of resources and enhanced accountability.  The framework does not offer a maturity path for the improvement journey towards these world class standards.  If organisations are to invest, they will need to relate the benefits of this investment to their own circumstances and build a clear picture of their improvement journey.

2.3 The ideas in the discussion paper will challenge current practice in many public service organisations and CIPFA’s FM Model offers them a tool to find the starting point for their improvement journey for financial management.  CIPFA looks forward to working with the Audit Commission in reviewing the FM Model to ensure that it enshrines world class standards for public service organisations.

3 DEBATE QUESTIONS
3.1 General

· What are the priorities for improvement in financial management in public services and why?
The critical challenge lies, in CIPFA’s view, in creating the ‘tone at the top’ that finance matters and embedding this throughout the organisation’s people.

Identifying the success factors for financial governance and leadership is a harder task than for systems, processes and controls.  Appropriate financial skills, a framework to facilitate challenge, and clear accountability all contribute.

How well financial management is embedded can only be established by seeking views and acting on these findings.

Other priority improvements in our view are better integrating financial and performance measures, both for planning and reporting purposes.

CIPFA is working on guidance to help organisations integrate planning, and through its rolling budgeting and forecasting project improve in-year performance reporting and management.

The focus on VFM has to be anchored in the reporting of results, both during the year and thus through to the final results and accounts.

· What are the main obstacles that need to be overcome if public sector bodies are to deliver these improvements?
 The responsibility and collective ownership for financial issues is dealt with by ‘The Good Governance Standard for Public Services’ and the codes of corporate governance for public bodies.

In CIPFA’s view it is critically important that support is made available to non-executives and members in their roles, to ensure that the tone from the top set for financial matters and their challenge on financial decisions is of the highest quality.

Public bodies also need to provide access to appropriate training on relevant aspects of financial management for business managers.

The finance community too has to raise its skills and meet the challenges of providing advice and information to decision takers to enable the right decisions to be taken within complex delivery chains for public services so that value for money is secured.

4 SPECIFIC
· Is there a need to improve financial literacy among non-executives and senior managers and to foster a greater sense of collective ownership of, and responsibility for, financial issues? If so,

- what practical steps do public bodies and other stakeholders need to   take to encourage such ownership?
Appropriate financial literacy is important throughout an organisation.  Organisations should have a clear competency framework and development programme in place for all staff.  Human resource management, including appraisals and accountabilities must link to this.  This area is one that CIPFA believes needs further detailed work.

· Is there a need to improve financial planning? If so,

- which aspects need most improvement? And
- what practical steps do public bodies and other stakeholders need to   take to improve?
Planning is a critical process as it forces organisations to think about and decide on their future actions.

Transformational agendas can only succeed if planning is a developed process.  Cross cutting programmes and project plans need to integrate with operational and financial plans, both in the short time frame and longer horizons.

The secret of success for integrated planning is routed in leadership from the top, and people doing the right things at the right time rigorously and, understanding their role in the process.

The practical steps to improvement are about setting clear goals and assessing progress.

· Is there a need to improve financial forecasting? If so,

- which aspects need most improvement? and
- what practical steps do public bodies and other stakeholders need to take to improve?
CIPFA is working on rolling budgeting and forecasting techniques to shift the traditional yearly based budgeting and reporting cycle towards a position with more regular recasting of forecasts and reporting of known financial outcomes.  Achieving better forecasting together with more certain future funding settlements offers the public services an opportunity to strengthen financial control and to develop a stronger reputation for good financial management.

· Is there a need to improve financial reporting to decision makers? If so,

- which aspects need most improvement? and
- what practical steps do public bodies and other stakeholders need to take to improve?
Financial reporting to decision makers is the cornerstone of accountability and stewardship. Achieving the right level of detail is where best practice should focus together with how performance measures are linked with financial data. In order to achieve good accountability it is critically important that organisations can communicate a clear story which links finance and performance.

Public sector bodies also need to look critically at how they support decision makers’ information needs.

· Is there a need to provide more timely financial information to  stakeholders? If so,

- within what period should public bodies be expected to report in?   and
- what practical steps do public bodies and other stakeholders   need to take to improve?
CIPFA believes that judging whether information is timely depends on the right information being available in the timescale needed by decision takers and users. CIPFA supports faster closing. In our forthcoming guidance on rolling budgeting and forecasting we will be suggesting new budgetary and reporting processes to help achieve faster closedown.

The timetable for reporting of the financial results can only be determined by the needs of users of the information. CIPFA’s view is that the current use of financial results in most public sector bodies is not sufficiently central to decision making and that by making the regular reporting of financial outcomes throughout the financial year an integral part of the budgetary, forecasting and reporting cycle, then better decisions about the use of resources will follow.

Auditors will need to accommodate a new balance between the accuracy of information and a greater use of estimation, and timetable earlier preparatory work in their audit plans.

· Is there scope to use management accounting techniques (costing, investment appraisal) more effectively to improve financial and non-financial performance? If so,

- which techniques would have most impact?
- what practical steps do public bodies and other stakeholders    need to make this happen?
Yes, helping the public services finance community make the effective use of techniques and best practice lies at the core of our best practice guidance.  Continuing professional development is now mandatory for members.  Access to training and development for finance professionals is important and staff should be encouraged by their organisation to learn from the best.  CIPFA will continue to set standards, disseminate knowledge and provide training.

The efficiency drive and focus on VFM means that costs; their behaviours and drivers, need to be well understood.  This understanding is a priority for finance professionals and service managers in delivering services and achieving VFM.

The key challenge is improving financial literacy and embedding the message that finance matters throughout an organisation.

