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The source: Center for International Development at Harvard University Working
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1-Matt Andrews, Marco Cangiano, Neil Cole, Paolo de Renzio, Philipp Krause,
and Renaud Seligmann,( 2014 ) «Center for International Development at
Harvard University Working Paper No. 285 July p2.
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2 - David Webber ,( 2015 ) , Fiscal Strategy, Medium Term Fiscal Frameworks
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analysis (GFMIS System) to assess the impact of the actual
implementation of the system on the efficiency of public financial
management (PFM).

The study has indicated the horizontal and the vertical method
to activate the Government Financial Information Management
System with a focus on assessing the horizontal application of the
(partial) implementation of government financial information
management system (GFMIS). The study concluded that the partial
application of the Government Financial Information Management
System (GFMIS) in Egypt didn’t witness remarkable progress and
stood on the most critical constraints, which led to the slow
implementation of the regime in Egypt, and clarify the required
reforming actions of public financial management system in Egypt
as well as on Government Financial Information Management
System (GFMIS) and the integration of all other financial systems

in Egypt.
Keywords

Public Financial Management (PFM)

Government Financial Information Management System
(GEMIS).
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abstract

This study has focused on the evolution of the concept of public
financial management and its main governing principles, the
assessment methodologies for public financial management, the areas
of reform necessary for the state's general budget, as well as the
components of the Government Financial Information Management
System (GFMIS), the phases of designing the system and the
Importance of this system in improving public financial management
(PFM). In addition to, the experiences of some countries that have
applied the system and its impact on the efficiency of public financial
management in them. Furthermore, the study evaluates government
financial information management system in Egypt and its impact on
the efficiency of public financial management through the analysis of
the structure of public financial management in Egypt, in terms of
institutional, economic and functional classification and the extent of
their compliance with the government financial statistics manual
(GFSM 2001). Moreover, analysis of public financial management
performance indicators during the period of the fiscal year 2005/2006
to Fiscal year 2013/2014, in order to determine the level of credibility
of the budget, financial transparency, financial supervision and the
quality of financial information, as well as factors affecting the state’s
general budget deficit and public debt and its percentage to Gross
Domestic Product (GDP).

The study has also highlights the most important automation
systems of public financial management tools in Egypt and clarifies
the impact of the application of these systems to improve the
performance of public financial management, through addressing the
goal and the components of every system and the infrastructure
necessary for its success and the actual implementation of the system
and the impact of this implementation to improve the performance of
public financial management, and the focus was on the analysis of
chart of accounts segments of government financial information
management system (GFMIS) in Egypt and their importance in
improving public financial management, as well as sub-systems
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= The vulnerability of the information technology infrastructure at
the centralized and decentralized levels used in the
implementation of the system (GFMIS) in accounting units and
the linkages to the main center at the ministry of finance relying
on the use of mobile lines through USB Modem device without
considering the establishment of a strong network in coordination
with the Ministry of Communications and Information
Technology.

= There is no link between the Government Electronic
Payment & Collection (GEPC) and GFMIS and this led to
the fact that the accounting units are not committed to
apply the GFMIS system, where it is under the partial
operation without activating neither the application of
payments according to GMFIS system nor the linkage with
the electronic payment system used by the Ministry of
Finance, regarding the issuance of payment orders'
process, so the accounting units can issue electronic
payment orders without making sure whether the
appropriations allow its disbursements or not



circulated to all ministries. This study concluded that the
partial application of the Financial Information Management
System (GFMIS) in Egypt did not witness a noticeable
progress where 344 accounting units has witnessed partial
activation out of 2556 units, i.e.17% in five years, while the
activated units that operate on the system reached 183
accounting units in fiscal year 2014/2015, i.e. 7% of the total
number of accounting units. The delay in implementing the
system is due to the following:-

= The lack of issuing a legal instrument by the President of
the Republic or the government that obliges all ministries,
governorates and independent authorities to apply
government financial information management system.

= Not formulating a clear agenda to reform public financial
management in Egypt that will be the basis to formulate
the plan of implementing of the Government Financial
Information Management System.

= \Weakness of the management's structure of GFMIS
System Project, as it rely mainly on training and operating
processes of "E-Finance company" without establishing a
strong center to operate and follow-up on the system, as
well as the existence of units within the finance sector
(Treasury single account unit (TSA), the cash flows unit)
operating without integration with (GFMIS) project
management. Therefore, the project is run through isolated
islands and not an integrated and coherent organization.

= The lack of a good plan to implement the system (GFMIS),
in addition to the weakness of the structure of the
management of the project and shortage of the financial
resources necessary to implement the project due to the
fact that the Ministry of Finance officials did not request
from the Ministry of Planning an adequate fund to
implement the project .



was collected are not available except only at the end of the
month.

The third section shows the evaluation of the application
of the Government Financial Information Management
System (GFMIS) in Egypt and its impact on the efficiency of
public financial management, by addressing the availability of
key elements required to ensure the success of Government
Financial Information Management System (GFMIS) in
Egypt, and the components of the Government Financial
Information Management System (GFMIS), and evaluating
the plan to activate the system (GFMIS) which included two
pillars for the application : the first is the partial application
which is called "the horizontal pillar", that include activating
both of the general ledger and cash flows systems (GFMIS
system) in all accounting units within the general budget with
postponement of the rest of the sub-systems which are: the
procurement system, the receipts system, payments system,
projections and economic planning systems and the public
sector budget, with the deployment of automated wages
(Payroll), The electronic payment system (E-Payment)
without the existence of the integration at the level of the
accounting unit, with the aim of achieving the first level of
public financial management, which is meeting the financial
discipline of the state's general budget. The second pillar is the
full application of the method, which is called "the vertical
pillar' and aims at activating the entire sub-systems of
government financial information management system
(General Ledger, receipts, payables, cash flows, procurement,
projections and economic planning and public sector budget),
with integration with other systems; the system of automating
wages (Payroll), Government Electronic Payment &
Collection (E-Payment) in the budgetary units of the Ministry
of Finance in order to reach an integrated model to be



financial transparency and financial control. The section also
clarifies that the chart of accounts of the (GFMIS) system in
Egypt consists of nine major segments, namely, a segment of
the financing source, the institutional segment, a segment for
the program, a segment for the location, the economic
segment, the sub-account segment, a segment for the Budget,
and (2) segments held for future use, in order to add greater
flexibility in the chart of accounts to cope up with latest
methodology of the preparation and implementation of the
state's general budget. The structure and function of each
segment and its importance in improving public financial
management in Egypt has also been discussed. The other sub-
sections associated with the chart of accounts such as
functional segment and ministries’ segment.

With regards to section two, it addresses the evaluation of
the experience of Egypt in automating the state's general budget
using the Public Sector Budget (PSB) as one of the Oracle
Applications Systems version no. (11) . The section shows that
the project of automating the state's general budget using this
system failed to achieve positive results on public financial
management, and that there are many weaknesses in the
application of automating the state’s general budget, for
example: (i) the lack of fiscal discipline in the implementation
of the general budget where the automating state's general
budget has been allowed the actual disbursement to exceed the
appropriations for the budget items, which also weakens the
proper control on the Budget, (ii) the lack of instantaneous
information on the size of the expenditures and revenues during
the implementation of the budget as the closing statements is
submitted by the end of each month, therefore the financial
information on what has been spent from the budget or what



for Oil products distribution matrix (FMIS- ESP). This section
has concluded that these systems achieve efficiency in the
management of public finance in terms of the theoretical
framework, but in the actual implementation in Egypt, it does
not achieve the prospected efficiency because of several factors
: the most important reasons are (a) the weakness in the controls
over the electronic payments in the accounting units with regards
to the amounts that exceed the allocation that is on the electronic
payment system, where the unit can send an electronic payment
order in amounts exceeding the allocations in the budget and
obtain the approval on the payment order from the accounting
unit and disburse it from the Central Bank of Egypt (CBE), (b)
not implementing the electronic link between GEPC matrix and
CBE, (c) lack of integration between these systems and
government financial management information system
(GFMIS).

Chapter 4: Assessment of GEMIS in Eqypt and its
iImpact on the efficiency of PEM

This chapter addresses the analysis of government
financial information management system in Egypt, and
assesses the impact of the application of the system on the
efficiency of public financial management in Egypt, through
shedding the light on the components of government financial
information management system and the chart of accounts in
addition to measuring the impact of each segment on the
efficiency of public financial management, as well as the
assessment and analysis of the actual implementation
(GEMIS) and its impact on the efficiency of public financial
management in Egypt. This chapter is divided into three
sections, the first addresses the analysis of the chart of
accounts of government financial information management
system (GFMIS) through the structure and functions of the
chart of accounts segments and their importance in achieving



the original budget reveals the great discrepancy between the
value of the state's general budget's deficit and the value of the
change in the status of the debt of the state's general budget.
This indicates the existence of paid financial transactions
without being recorded in the state's general budget as
"expenses”, and this led to un-disclosure of the actual
expenditures, which weaken the quality of the financial data
and financial transparency in the state's general budget. The
section also clarifies that the current functional classification
does not help to determine the real value of the gap between
the determined ratios set by the Constitution for the functional
sectors (education, health and scientific research) and ratios
released from the final accounts sector concerning
expenditures of the state's general budget in accordance with
the current classification, which lead to the inefficient use of
state's resources, in addition to pointing out that public
financial management in Egypt is in a deep need to re-classify
for the functional classification at the lowest level, which is
the accounting unit level instead of the current classification
that is based on the level of the budgetary entities .

Regarding the third section, it addresses the assessment of
automating the tools of public financial management in Egypt
and clarifies the impact of the application of these systems to
improve the performance of public finance management, by
addressing the goal and the components of the system and the
necessary infrastructure for its success and the actual
implementation of the system and the impact of this
implementation to improve the performance of public finance
management, with a focus on addressing Government Electronic
Payment & Collection "GEPC" (electronic payment system,
electronic collection for sovereign revenues), Debt Management
and Financial Analysis System (DMFAS), the automation of
wages (Payroll), Financial Management for Information system



Important systems of automated public financial management
tools in Egypt, this chapter is divided into three sections, the
first addresses the structure of the public financial
management in Egypt in terms of the evolution of the
administrative  (institutional)  classification, economic
classification, functional classification, the classification of
programs of the state's institutions and the extent of the
compliance with the international classification for
government financial statistics 2001 (GFS2001), as the
compliance of budget classification with the general
government financial statistics manual (GFSM2001) is one of
the key elements that must be met before starting the design of
government financial information management system. It has
also been found that there are some fundamental differences
between the current economic classification of the State's
general budget according to law no. 53/1973, and its
amendments, and the economic classification in accordance
with government financial statistics manual (GFSM 2001).

Regarding the second section, it addresses public
financial management performance indicators in Egypt during
the period starting the fiscal year 2005/2006 to fiscal year
2013/2014, through analysis of the structure of each of the
expenditures and revenues, the budget's deficit and the
development of the public debt and its ratio to Gross Domestic
Product (GDP). A set of results has been extracted from this
section, the most important is the continuing of the
phenomenon of introducing amendments to all original
budgets during the study period, and that phenomenon refers
to the lack of precision in the preparation of the budget, which
undermines the credibility of the budget, and it also points to
the lack of accurate financial information that help the budget
analysts to prepare a sound budget when presented to the
legislative authority, furthermore the study of amendments to



system in achieving the efficiency of public financial
management. Concerning the second section, it addressed the
experiences of some countries that have been applying
(GFMIS system) from several aspects, namely, public
financial management problems that were facing the country
before the application of the system, the components of
government financial information management system, the
chart of accounts segments, the factors that helped in the
success of the application of the system, and the constraints
faced by some of these countries, as well as the impact of the
application of the system on the efficiency of the management
of government financial information. The experiences of the
Hashemite Kingdom of Jordan, the state of Pakistan, and the
State of Russia, have been selected on the basis of the
availability of one or more of the following elements of
Government Financial Information Management System
project in Egypt:

1) Using Oracle Edition no. 12.

2) Number of Accounting Units included in the system.

3) Number of Users.

4) Similarity between the cases of the public financial
management system in the country to Egypt prior to the
reform.

Chapter 3: Assessment of PEFM in Eqypt during the
Period from 2005 until 2014

This chapter reviews the analysis of the structure of public
financial management in Egypt, and analysis of public
financial management performance indicators during the
period starting the fiscal year 2005/2006 to fiscal year
2013/2014, and assessment of the performance of the most



item budgeting, and the achievement of these principles even
if it is necessary, but it may not be sufficient to achieve the
required results of public financial management or fiscal
discipline, the allocative and operational efficiency. Despite
the fact that many countries succeed in achieving the
principles of public financial management in accordance with
the perspective of the traditional concept, but their budgets had
been accompanied by large fiscal deficit budgets instead of
being disciplined budgets, or budgets in which the financial
allocation is not compatible with the strategic priorities, and
might also be implemented at high financial costs.

Chapter 2: A theoretical framework for the Government
Financial Management Information System (GEFMIS)

This chapter reviews the concept and the components of
the Government Financial Information Management System,
as well as the stages of the design of the system and the
importance of this system in improving public financial
management (PFM) as well as the experiences of some
countries that have applied the system, on the efficiency of
PFM in these countries. This chapter is divided into two
sections: the first addresses the conceptual framework of
government financial information management system
(GEMIS), where the concept and objectives of government
financial information management system (GFMIS) have
been presented, as well as the components of the system in
terms of sub-systems covered by the chart of accounts which
Is the backbone of the system, that the system depends upon
in registration, management , control and preparation of the
special reports for each budgetary entity, as well as the stages
of the design and implementation of government financial
information management system and the advantages of the



Summary

This study focuses on the topic of the impact of implementing
Government Financial Management Information System (GFMIS)
on the efficiency of public financial management; and the study is
divided into four chapters as follows :-

Chapter 1: Public Financial Management (PEM) - a
theoretical framework

This chapter reviews the theoretical framework for public
financial management through the development of the concept
of public financial management and the main principles
governing it, as well as the assessment methods of inevitable
public financial management (PFM) reform in stages of the
state's general budget. This chapter is divided into two
sections, the first deals with the conceptual framework of the
public financial management in terms of its concept and its
objectives, functions, levels and the main principles of sound
financial management, it also addressed the importance of
achieving the credibility, inclusiveness of the budget, financial
transparency and control of the operations of the budget, the
ability to predict the cash flows, the quality of accounting and
information frameworks. The second section addressed the
assessment of PFM's results through addressing the methods
of evaluation of PFM, the key reform areas necessary in each
stage of the state's general budget, and the outcome of this
chapter is declaring the principles of the public financial
management in line with the main objective of budget under
the traditional concept of control of public money and
adjusting its different operations, which guarantees that actual
expenditure do not exceed the planned appropriations, which
has enhanced the application of a long-term approach of line-
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