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A list of Conducted Interviews

Date/
November
4, Sun | Tokyo -> Bangkok ->Vientiane
5, Mon | JICA Laos Office, Personnel and Organization Management Dept. PACSA
6, Tue | JBIC Consultant (PRSO)
7, Wed | Personnel and Organization Management Dept.  Fiscal Polity Dept.
8, Thu | Inspection Dept. Tax Dept. Accounting Dept. Customs Dept. PFMSU
External Financial Relations Dept. EC. The World Bank

Contents

9, Fri Treasury Dept. Budget Dept.
10, Sat
11, Sun
Vientiane — Pakse
12 Mon Department of Financg, Salawan Province
' DPI, Department of Finance
Budget Office, Department of Finance, Salawan Province
Tax Office, Department of Finance, Salawan Province
13. Tue F!nance Off!ce, Salawan D_istr_ict
' Finance Office, Longam District
MOF School in Champasack
Pakse — Vientiane
14, Wed Vientiane — Luang Phrabang
15. Thu MOF School in I__uang Phrabang _
' Department of Finance, Luang Phrabang Province
16. Fi F!nance Off!ce, Chom Phet District. .
' Finance Office, Luang Phrabang District
17, Sat

18, Sun | Luang Phrabang — Vientiane
19. Mon MOF School in Vien‘gian_e
’ Personnel and Organization Management Dept.
20, Tue | Group interviews with staff level of each department
21, Wed | UNDP (GPAR)
22, Thu | MOE Pakpassak Technical School
23, Fri | Cabinet Office; MOF, Final Report (Human Resource Development)
24, Sat
25, Sun
26, Mon | Finance Department, Vientiane Capital
PFMSU
27, Tue | Finance Office, Sisattana District,
Finance Office, Chanthabury District,
28, Wed | SIDA Project Office, ADB Project Office
29, Thu | Questionnaire survey at MOF Main building
30, Fri | World Bank,
Questionnaire survey at MOF Revenue building,
JICA Laos Office
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Date/
December

Contents

1, Sat

2, Sun

3, Mon

(National holiday)

4, Tue

JICA Laos Office, Personnel and Organization Dept.

5, Wed

JICA Laos Office
Budget Dept. Treasury Dept

6, Thu

ADB Project Office, Accounting Dept. Tax Dept. PFMSU

7, Fri

Personnel and Organization Dept.
JICA Laos Office, Embassy of Japan

8, Sat

9, Sun

10, Mon

UNDP/GPAR, Fiscal Policy Dept. PFMSU

11, Tue

MPI, External Dept.

12, Wed

Occasional Date

13, Thu

Occasional Date

14, Fri

Personnel and Organization Dept.
JICA Laos
Vientiane -> Bangkok

15, Sat

Bangkok-> Tokyo
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Executive Summary

Findings in Central Departments of the MOF

The main role of Personnel and Organizational Department is to administer MOF staff and to
create plans of staff training. One of the expected tasks of the department is to coordinate training
programmes, which are currently implemented by MOF departments on their own. Limited
monitoring and evaluation is another problem for the MOF training programmes, and Personal
and Organizational Department could make significant contribution on this. MOF training
colleges could also be effectively utilized to enhance the overall capacity of MOF staff.

Fiscal Policy Department has a role of assisting the Minister in formulating fiscal policy,
financial strategic plan complied with the socio-economic plan in each period and fiscal policy
plan. Fiscal Policy Department is a focal point of all PFM exercises at MOF and its function
covers an extremely wide range of fiscal issues. One of the challenges of the Fiscal Policy
Department is to improve central and provincial fiscal forecast and make it realistic.

Budget Department is incorporating budget plans to submit to the government and the National
Assembly. One of the serious problems of budget preparation is the institutionally fragmented
budgeting process by type of expenditure. The lack of credible mechanism for revenue sharing
and intra-governmental transfers is another constraint in budget preparation. Unification of
Budget Norm is also urgently needed to enhance transparency and accountability of the
budgeting preparation.

Treasury Department has a role of managing National Treasury in vertical line base, and assisting
the Minister in macro management of national treasury. Treasury is one of the three
departments which are going to come under the vertical line management of MOF.  One of the
reasons for the centralization of National Treasury is the lack of authority and capacity of
Treasury offices at each level of the government.

External Financial Relation Department is responsible for management of external loan and grant
and its usage. The department also manages repayment of external debt and international
organization membership fee.

The Tax Department has a role in the administration, inspection of sources of income and
administration of tax collection throughout the country to ensure remittance centrally into the
State budget. With technical and financial support from SIDA, the Tax Department has
implemented a “twining project” with Swedish Tax Agency since 2003. As a part of the project,
various training programs and manuals have been developed. The government has a plan to
introduce Value Added Tax (VAT) in the near future, and discussed this issue with Vietnam.
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Customs department has the roles of controlling and monitoring customs sectors on a unanimous
vertical administration and line of reporting throughout the country in order to collect revenue
and other obligations for the state budget in a centralized manner. In the process of centralizing
the Customs operation, provincial customs divisions shall be consolidated into the four Regional
Offices.

The Inspection Department is required to manage and perform inspection broadly in public
organizations at all levels. The lack of adequate internal controls has been acknowledged as a
weakness at national consultative workshops organized by PEMSP. It is observed that the scope
of activities currently performed by Inspection Department is more attributed to external audit
rather than internal audit tasks. Inspection Department needs to focus and allocate its resources
towards performing internal audit of units within the organization of MOF.

Overall responsibilities of Accounting Department are mainly concerned with research and
drafting of accounting laws and regulations, external audit regulation in cooperation with the Lao
PDR Accounting Board. Deployment of GFIS has been initiated by Accounting Department.
ADB provided an extensive support to enhance the government accounting regulations and
procedures from 2001 to 2006. The new Accounting Law has been approved by the National
Assembly in June 2007, and Accounting Department plans to disseminate the new law
throughout the country from February 2008.

State Asset Management Department is responsible for collecting revenue generated from state
assets. State-owned Enterprise Management Division was recently separated from the State
Asset Management Department, and becomes an independent department, called *‘SOE Financial
Management Department’.

Findings in Provinces and Districts

Organizational structure of the Provincial Finance Department is more or less identical to that of
the Ministry of Finance. Three divisions in the centralization process have the biggest share of
finance officers in the province. Distribution of finance officers between the province and the
districts is very different among the seventeen provinces. Moreover, a large number of local
financial officers are contract staff.

Collection of revenue could be the most important task of the provincial financial departments.
The share of revenue collecting staff is very large in the finance offices in districts. Provincial
tax officers collect tax from larger enterprises, while district tax officers are responsible for
taxation of smaller business units. The tax payment of small enterprises is based on lump sum
basis. Accounting and communication skills are most needed for tax officers.
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The role of budget office in the local finance department seems limited. The local finance
department is in charge of preparing only recurrent budget. A large part of the recurrent budget
is allocated to salary of the government employees.

Dissemination of the revised Chart of Accounts is one of the main tasks of the accounting and
treasury divisions in the provincial finance department. GFIS has been introduced in the
Vientiane Capital and Luang Phrabang Province. Transparency and accountability remain a
serious concern for cash management at province and district levels.

Findings in Donors’ Support

The Government has made progress in advancing the Public Financial Management (PFM)
development agenda since 2002, and in November 2005, the Government approved a five-year
Public Expenditure Management Strengthening Program (PEMSP), which constitutes a cohesive
framework addressing weaknesses in public financial management. The PEMSP is considered
as a coordination framework of all PFM interventions with MOF. At a Steering Committee
meeting in January 2006, it was decided that the PEMSP should gradually include revenue in the
programme. Moreover, in order to provide financial resources from donors in a coherent and
sequenced manner, “Multi-Donor Trust Fund” is expected to be established in 2008.

‘Financial Management Capacity Building Project (FMCBP)’ is the main vehicle for the World
Bank to support PFM of the country. PRSO (Poverty Reduction Support Operation) is a
platform of policy dialogue about PFM between the government and the donors.

Asian Development Bank has supported the Financial Sector Reform of the country from the
very start of PEMSP. MTEF project included guidelines on revenue estimations and costing of
expenditures of key reforms under the NGPES policies and programs. The project assessed the
present fiscal planning process and the progress thus far achieved by the Government in this area
of the PEMSP. The introduction of MTEF could remain a big challenge, unless the budgeting
process of investment and recurrent budget shall be consolidated. ADB has also provided
technical assistance to the MOF for the development of (i) enhanced accounting regulations and
procedures that are aligned with international good practice standards of reporting; and (ii) a
government financial information system (GFIS). From 2007 to 2009, ADB starts new
technical assistance project to support the accounting and financial reporting of MOF.
Moreover, ADB will provide support to MOF in expanding the inspection department’s functions
to include internal audits.

The European Commission (EC) provides technical support for addressing treasury cash
management issues and strengthening internal controls. The Cash Management Manual was
prepared to establish procedures for Government agencies to follow and to ensure prudent cash
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management practices. EC is also going to support strengthening of internal controls in public
financial management with the Inspection Department of MOF.

Sweden (SIDA) has focused the revenue collection efficiency of MOF, and implemented “a
twinning project between the tax department of Lao PDR and the Swedish Tax Agency” since
2003. Training programs and manuals have been developed on Accountancy, Audit, Tax Arrears
Collection and Management of Small Taxpayers.

UNDP has supported local public expenditure management by providing ‘block grants’ to the
selected districts as a part of its GPAR project. Moreover, GPAR’s Luang Phrabang Project
extensively supported the introduction of GFIS in Luang Phrabang Province.

Vietnam has provided both advisory services and financial support to MOF.  Vietnam also helps
MOF strengthening and modernizing the operation of the Tax Department.

Main Conclusions and Recommendations

One of the major deficiencies of PFM in Lao PDR is that the budgeting is not a useful policy
instrument to achieve objectives of NSEDP. Parallel budgeting process of investment and
recurrent budgets weakens the budgeting function, as often pointed out by many external
observers.  Coordination between investment and recurrent expenditures should be much
enhanced. Inappropriate budget classification is another constraint that hampers the function of
budgeting department. Moreover, the weak National Treasury and its poor cash management
should be the fundamental problem of PFM in Lao PDR (Figure I).

The government initiative for the centralization of National Treasury, Tax and Customs should be
supported, and a treasury single account framework should be devised (Figure II).
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Figure I: Poorly Managed Public Financial Management
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Figure 11: Centrally Controlled Public Financial Management

Lao PDR is in the process of restructuring public financial administration and MOF has
made utmost effort to elaborate the system and introduce new procedures despite its limited
human resources. MOF departments have organized a variety of workshops or training
courses to disseminate newly issued decrees or newly introduced tools, but their impact is

not clear (Figure 111).

MOF Departments

DDG, Technical staff » No
Uncoordinated E \\feedbacks
fragmanted : Workshop, Training
* Guidelines, Textbooks. \
v \
. \
Province DOF )
. ]
Limited flow | -——_——" <
of information i Limited
y Monitoring

@strict FO)

Limited capacity, frustrated
Figure 111: Uncoordinated and Fragmented Technical Transfer to Local

Instead of implementing uncoordinated and fragmented training programmes by each MOF
department, it is recommended that MOF should take more institutionalized and systematic
approach to organize workshops or training courses (Figure 1V). The benefit of workshops
or training courses can be shared by staff of various financial divisions or offices, when the
workshops or courses are well coordinated at the central level. Dissemination of practical
knowledge to the local can become highly sustainable, if TOT (training of trainers) method
is systematically introduced. Periodical monitoring of the training should be valuable,
which can be conducted by Personnel and Organizational Department.
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Figure 1V: Coordinated and Sustainable Technical Transfer System
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1. Introduction

The Government of the Lao PDR aims to achieve rapid economic growth in order to reduce poverty in
half by 2015 and to graduate from its status as a least-developed country by 2020 through
implementing a National Socio-Economic Development Plan (NSEDP). In order to achieve this
objective, significant progress would have to be made in strengthening the Government’s public
expenditure management reform strategy and in recent years. The Government has focused on
strengthening public expenditure management which has included pro-growth and pro-poor fiscal
policy formulation, increased efficiency, accountability and transparency in budget preparation and
execution, review of intergovernmental fiscal relations, modernization of the accounting system, and
enhancement of the inspection and audit systems.

The Ministry of Finance (MOF) has also prepared a Public Expenditure Management Strengthening
Program (PEMSP), covering key government initiatives, to realize this strategy. The PEMSP focuses
on strengthening the management systems and capacity of the MOF and Provincial Finance
Departments, supported by pilot interventions at the provincial and sector levels.

This report is a part of the JICA’s ‘Preparatory Study for Project of Capacity Building for Public
Expenditure Management Strengthening Programme’ focusing on Public Financial Management
(PFM). The other part of the study mainly looks at the issues related to ‘Human Resource
Development’.

The next section looks at the structure and operations of MOF departments. Their involvement to
PEMSP and its impact are described. The third section examines the operational problems at
provincial and district levels. Operations in three provincial financial departments and six district
finance offices are examined. The fourth section shows donors’ involvement to PFM in the country.
Activities and contributions of selected donors are discussed. Finally, the fifth section summarizes
the main findings and presents recommendations to enhance the capacity building for PFM.

- 28—



DRAFT Report for the Ministry of Finance

Preparatory Study for the Project of Capacity Building

for Public Expenditure Management Strengthening Programme
- Public Financial Management - by Hisaaki Mitsui

2. Operations of Departments at Ministry of Finance
2.1. Organization and Staff Assignment

Organizational structure of Ministry of Finance (MOF) is shown in the following figure. The
ministry has 12 departments at the head quarter. Each province and district has Finance Department
and Finance Office, respectively. The ministry has three training colleges located in Vientiane
Capital, Luang Phrabang and Champassak.

Minister

I Cabinet Office I Tax Department
| |
MOF Training —I Personanel and Organizational Department I Customs Department
Colleges

| |

Fiscal Policy Department Inspection Department
| |

Budget Department Accounting Department
| |

Treasury Department State Asset Manageme Department
] ]

External Financial Relations Department SOE Financial Management Department

Province Finance Departments

District Finance Office

Figure 1: Organizational Structure of MOF

Table 1: Number of Staff at MOF Departments (December 2007)

;gg’sgs Staff Al
Personnel and Organization 3 18 21
Fiscal Policy 3 18 21
Budget 3 23 26
Treasury 3 56 59
External Financial Relations 3 23 26
Tax 3 58 61
Customs 2 121% 123
Inspection 3 28 31
Accounting 3 23 26
State Asset Management 3 25 28
SOE Financial Management N.A N.A N.A.
Note: * The figure excludes those seconded to the regional offices.
Source: MOF
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The number of staff at each department of MOF is in the table. Customs Department has the biggest
number of staff, which is followed by Tax and Treasury Departments. The number of staff of SOE
Financial Management Department, which was recently separated from State Asset Management
Department, was not available.

2.2. Structure and Operation of MOF Departments
Personnel and Organizational Department

The main role of Personnel and Organizational Department is to administer MOF staff and to
create plans of staff training. Three MOF training colleges in Vientiane Capital, Luang Phrabang
and Champassak are directly affiliated to this department.

The department has one DG (Director General) and two DDGs (Deputy Director Generals). The
Department consists of the following four divisions;

1. Party and Mass Organization Division (4 officers)

2. Organization and Personnel Management Division (5 officers)
3. Human Resources Development Division (4 officers)

4. Administration Division (5 officers):

Main functions of the Organization and Personnel Management Division include ‘recruitment and
transfer of officers’, ‘imposition of disciplinary actions, an, ‘appointments of MOF officers’. On the
other hand, Human Resource Management Division is responsible for ‘development of framework and
incorporated plans for HRD of central and local staff’, ‘establishment of international cooperation plan
in the area of HRD’ as well as “‘management of the three MOF training colleges’.

One of the expected tasks of the department is to coordinate training programmes, which are
currently implemented by MOF departments on their own. In order to realize the objectives of
PEMSP, MOF departments have implemented various workshop or training programmes to their staff
at central as well as local levels. There programmes are often vertically organized without significant
coordination with other departments. Some training programmes of one department could benefit
staff of the other departments. Moreover, it is possible that similar courses are prepared and
implemented by different departments, resulted in waste of resources. In order to avoid this
inefficiency, Personnel and Organizational Department should coordinate and co-organize all training
programmes implemented by MOF departments, so as not to make any duplication of programmes and
to enhance their synergic impact.

Limited monitoring and evaluation is another problem for the MOF training programmes, and
Personal and Organizational Department could make significant contribution on this. Each
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province has an officer(s) in charge of personnel management, and this officer could be utilized to
conduct regular follow-ups or monitoring of training exercises implemented by MOF departments.
The results of monitoring could be transferred to the MOF departments concerned via Personnel and
Organizational Department so as to improve quality of their training programmes.

MOF training colleges could also be effectively utilized to enhance the overall capacity of MOF
staff. Currently a number of MOF staff attended so called ‘linkage course’ of the colleges for 18
months, in order to upgrade their degree from diploma to higher diploma (or from higher diploma to
bachelor). World Bank and Vietnamese government are planning to support infrastructure
development of Luang Phrabang and Vientiane Colleges, respectively. World Bank also shows
interest in curriculum development of the linkage course. Some modification of curriculums should
be urgently required so as to meet the requirements of the MOF and DOF staff. For instance,

3)»

‘phasing out of the 18 month course and introduction of modular course *’ is one of the proposed

actions in the PEMSP programme.

Decrees or instructions for the operation

Prime Minister’s Decree on Role and Responsibility of MOF, No. 80/PM (28.Feb.2007)
Prime Minister’s Decree on Code of Conduct for Government Officials, No.82/PM (19.May. 2003)
Ministerial Regulation, No.174/MOF (6.July.2006)

Ministerial Regulation on Organization and Responsibility of Finance Offices at Provincial, Vientiane Capital
and District levels, N0.2501/MOF (15.0ct.2007)

Ministerial Regulation on attending conferences, seminars and study tour abroad and within the country,
N0.1470/MOF (6.July.2007)

Regulation of Responsibility and Rights of Divisions under the Human Resources Development (6.July.2004)

Guidelines or Manuals Issued by

Notice, N0.508/PM (10.0ct.2003) PMO
PM’s Directives on Determination of Positions for Government Officials, No.472/PM | PMO

Notice on Distribution of Government Officials for FY2006-07, No.418/GA | PACSA
(20.Nov.2006)

Declaration on New Staff Recruitment PACSA

Statistical Data and Information Collected in the Department
CV of MOF staff
Academic background of MOF staff
Information of transfer of MOF staff
Number of students in the three MOF training colleges

3) “Draft Programme Document, Public Expenditure Management Strengthening Programme (PEMSP)”,
September 2006.
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Fiscal Policy Department

Fiscal Policy Department has a role of assisting the Minister in formulating fiscal policy, financial
strategic plan complied with the socio-economic plan in each period and fiscal policy plan. The
department also has a role of studying, analyzing and monitoring the implementation of policies, plans
and legal documents on finance to issue necessary measures for use in economic and financial
management. The department has one DG and two DDGs, and consists of the following four divisions;

1. Macro Finance Division (7 officers)

2. Revenue and Expenditure Division (3 officers)
3. Financial Statistics Division (4 officers)

4.  AFTA & ASEAN Division (4 officers):

Fiscal Policy Department is a focal point of all PFM exercises at MOF and its function covers an
extremely wide range of fiscal issues, including the followings®:

- To formulate fiscal plan, mid-term and long-term financial policies in accordance with national

socio-economic development plan.

- To edit, alter, review and amend laws and legal documents on finance which are prepared by the
Ministry and concerned parties to present to high authorities for issuing for use in financial

management.

- To create economic model to study, assess, calculate and forecast financial and foreign exchange

situation of Lao PDR and subsequently making national financial plan.
- To make reports on previous financial situation and forecast next year financial trend

- To participate in formulating socio-economic strategic plan, national economic adjustment plan in

each period.

- To disseminate and announce policies, laws and regulations and to provide financial-budget

information domestically and internationally from one source of Ministry of Finance.

- To take a lead role in conducting research on AFTA and ASEAN policy.

One of the challenges of the Fiscal Policy Department is to improve central and provincial fiscal
forecast and make it realistic. In the department, Revenue and Expenditure Division is in charge of
preparing revenue forecasting. External observers have warned that the revenue forecast is
unrealistically high. Each year, a significant portion of these revenues has failed to materialize, so
the budget has become increasingly irrelevant as a planning tool®. It is pointed out that the staff is

4) Regulation of Minister on Roles, Functions, Rights and Organizational Structure of Fiscal Policy
Department, No.2119/MOF (20.Dec. 2001)
5) P41, “Lao PDR, Public Expenditure Review, Integrated Fiduciary Assessment”, May 2007, World Bank,
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quite capable of preparing a realistic fiscal forecast, but some external pressure to MOF should have
resulted in creation of unrealistic fiscal forecast. This problem is related to governance, and could
not be easily solved by the staff.

Decrees or instructions for the operation

Regulation of Minister on Roles, Functions, Rights and Organizational Structure of Fiscal Policy Department,
No0.2119/MOF (20.Dec. 2001)

Prime Minister’s Decree on Code of Conduct for Government Officials, No.82/PM (19.May. 2003)

Guidelines or Manuals  Issued by

Budget Law
Custom Law
Tax Law

Budget Department

Budget Department is a focal point for incorporating budget plans to submit to the government
and the National Assembly. The department is responsible for budget planning, implementation as
well as monitoring of budget execution. The department is also required to provide comments on
draft policies related to revenue and expenditure items of the budget. The department has one DG
and two DDG, and consists of the following four divisions;

1. Administrative Division (5 officers)

2.  Central Budget Division (11 officers)
3. Provincial Budget Division (5 officers)
4

Defense Budget Division (2 officers):

One of the serious problems of budget preparation is regarded as the institutionally fragmented
budgeting process by type of expenditure. Capital expenditure is prepared by MPI (Ministry of
Planning and Investment: the former CPI), and only the recurrent expenditure is formulated by Budget
Department of MOF. Coordination between capital and recurrent expenditures remains weak, and
the government established no formal mechanisms by which MPI and MOF can work jointly®.
Budget Department seems to allocate recurrent expenditures based on number of staff rather than
specific recurrent needs generated by MPI’s PIP projects. Moreover, because of the governors’
significant autonomy in use of provincial budget, provincial administrators have extensive discretion
over the use of financial resources”. In fact, 45% of the budget or more is assigned at the

IMF, ADB, EC.

6) P42, “Lao PDR, Public Expenditure Review, Integrated Fiduciary Assessment”, May 2007, World Bank,
IMF, ADB, EC.

7) P41, “Lao PDR, Public Expenditure Review, Integrated Fiduciary Assessment”, May 2007, World Bank,
IMF, ADB, EC.

—-33-



DRAFT Report for the Ministry of Finance

Preparatory Study for the Project of Capacity Building

for Public Expenditure Management Strengthening Programme
- Public Financial Management - by Hisaaki Mitsui

sub-national level. Under the circumstances, it seems difficult for MOF’s Budget Department to
strategically allocate the national budget to achieve the objectives of NSEDP with a long term
perspective. A MTEF pilot was, for instance, no more than an aggregate fiscal framework, which
could not include any expenditure breakdowns.

The lack of credible mechanism for revenue sharing and intra-governmental transfers is another
problem in budget preparation. The current system of extensive provincial control over revenues
should be abolished. MOF should raise most revenues, and the revenue should be shared with the
provinces via a system of formula based fiscal transfers. This shift of system requires extensive
dialogue and technical work led by MOF and provincial authorities. World Bank provides technical
advisors for Budget Department to support this difficult task.

Unification of Budget Norm is also urgently needed to enhance transparency and accountability
of the budgeting preparation. Currently each government agency uses its own Budget Norm to
estimate the cost of projects. Unless unified Budget Norm is applied to cost estimation of all
government projects, it is difficult to examine if the total amount of expenses are padded or not.
With the technical advice from the Vietnamese government, Budget Department intends to create
unified Budget Norm within two years®.

Shift from line-item budgeting to activity-based budgeting is going on, as well. Currently, most
of the budget of line ministries and provinces are prepared by line-item approach. No information
about activities is available in the line-item budget. Budget Department is not able to examine
whether the proposed budget is appropriate or relevant to achieve the goals of NSEDP. The
application of activity-based budgeting is expected in the process of introducing GFIS throughout the
country?.

Decrees or instructions for the operation

Budget Law N0.05/94 (18.July.1994)
Regulation on Role and Responsibility of Budget Department, No.1160/MOF (6.July.2004)
Guideline on Administrative Expenditure, N0.2397

Guidelines or Manuals Issued by

Directives on Execution of Annual Budget
Summary of Budget Execution Budget Dept.
Budget Plans of Ministries and Provincial Departments nationwide

Statistical Data and Information Collected in the Department

‘ Budget related data published in the official gazette

8) Based on the interview with a technical staff of the Fiscal Policy Dept. on 11 December 2007
9) Based on the interview of a DDG of Budget Department on 5 December 2007

—34-



DRAFT Report for the Ministry of Finance

Preparatory Study for the Project of Capacity Building

for Public Expenditure Management Strengthening Programme
- Public Financial Management - by Hisaaki Mitsui

Treasury Department

Treasury Department has a role of managing National Treasury in vertical line base, and
assisting the Minister in macro management of National Treasury’® The department has 59
officers, including one DG and two DDGs. The following five divisions make up the department.

Accounting Division (18 officers)

Expenditure Management Division (13 officers)
Revenue Division (6 officers)

Saving Division (8 officers)

o > v D oE

Cash Management Division (11 officers)

Treasury is one of the three departments which are going to come under the vertical line
management of MOF*Y. According to the MOF guideline, the change to the vertical line-based
management shall be undertaken based on focused point by selecting the place which can fully meet
all required conditions as the pilot target for the first step. After carrying out the pilot test for a
period of time, there shall be a summarization and drawing of lessons. After that, it may be developed
and further expanded during the next step. Five provinces are selected as pilots, namely Luang
Namtha, Luang Phrabang, Vientiane Capital, Savannakhet and Champasak provinces.

One of the reasons for the centralization of National Treasury is the lack of authority and
capacity of Treasury offices at each level of the government'®. It is observed that provincial
Treasury officers report to the governor of the province, not to the central Treasury, and that the
provincial Governor has much greater influence over the provincial Treasury office than does the
Director of Treasury Department of MOF. This undermines the authority of the central Treasury to
enforce the budget as approved by the National Assembly. Moreover, provincial treasuries retain
revenues intended for the central government. There seem to be more than 3,000 government bank
accounts operated by ministries, agencies and provinces, and it is not possible for Treasury
Department to determine the consolidated government financial cash position. It is estimated that
Treasury Department is unable to control more than 60 % and 80% of the actual tax and customs

9 The result is accumulation of arrears

resources that are reportedly deposited in banks, respectively
and general cash shortage to execute expenditure. World Bank is going to provide technical assistance

to Treasury Department to devise a treasury single account framework™.

10) Decree on Organization and Operation of National Treasury, No.2500/MOF, 15 Oct 2007

11) Guideline of the Minister of Finance on Centralizing the Customs, Tax and National Treasury Under the
Vertical Line Management, No.2160/MOF, 7 Sep.2007

12) P47, “Lao PDR, Public Expenditure Review, Integrated Fiduciary Assessment”, May 2007, World Bank,
IMF, ADB, EC.

13) Drafting of Regulations for Cash Management, Department of National Treasury, April 2007, ADE/EC

14) P10, Report No: 39670-LA, Project Paper for the Financial Management Capacity Building Project, May
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The weakness of the Treasury’s financial control, accounting and reporting system is a
significant challenge. MOF has established a unified Chart of Accounts (COA), which should be
the underpinning of Treasury financial control, accounting and reporting. The new COA is expected
to be used at every level of the government and consistent with the budget nomenclature as well as
GFIS, which could automate the capture of data against the unified COA. However, both COA and
the budget nomenclature need to be simplified and rationalized. A technical officer at Treasury
Department complained that the budget nomenclature is still confusing. It has “changed back and
forth many times but still not complete. It still needs to be improved in order to comply with the Chart

1115)

of Accounts The reports currently prepared by the Treasury are still paper-based and limited in

coverage, accuracy and timelines™®.

Improvement of cash management is another challenge. As mentioned, the fragmentation of bank
accounts makes bank reconciliation difficult and results in needless borrowing to fund local deficits.
Treasury Department has little basis on which to prepare meaningful cash plans, so long as the data
available on treasury balance at the provincial level remain limited. Cash Management Handbook
was drafted with technical support from EC in 2007, in order to ensure prudent cash management
practices in all government agencies. This Handbook, however, has not yet actually utilized due to its

complexity™”.

Decrees or instructions for the operation

State Budget Law No. 02/NA, (26.Dec.2006)

Prime Minister’s Decree on Role and Responsibility of MOF, No. 80/PM (28.Feb.2007)

Prime Minister’s Decree on Code of Conduct for Government Officials, No.82/PM (19.May. 2003)
Prime Minister’s Decree NO.20/PM

Ministerial Decision on Organization and Operation of National Treasury, NO.2500/MOF (15.0ct.2007)
Directives N0.2397

Instruction of Prime Minister No.35/PM, on the vertical line based centralization of the customs, Taxes and
National Treasury under the direct central of the Ministry of Finance (6.Sep.2007)

Guidelines or Manuals Issued by

Internal regulations for Treasury Staff (submitted to the Minister for approval) ‘ Minister

Statistical Data and Information Collected in the Department

Account holding for each fiscal year
Account closing for each fiscal year

2007, World Bank.

15) Questionnaire interview at Treasury Department on 30 November 2007

16) P48, “Lao PDR, Public Expenditure Review, Integrated Fiduciary Assessment”, May 2007, World Bank,
IMF, ADB, EC.

17) Based on the interview with a DDG of Treasury Department on 9 November 2007
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External Financial Relations Department

External Financial Relation Department is responsible for management of external loan and
grant and its usage. The department also manages repayment of external debt and international
organization membership fee. Twenty five officers work in this department, including one DG and 2
DDGs. The following four divisions make up the department.

1. International Financial Cooperation Division (6 officers)
2. Loan Grant Management Division (7 officers)

3. External Debt Division (5 officers)
4

Administrative Division (5 officers)

Decrees or instructions for the operation

Decree on Role and Responsibility of External Finance Department No.2120 (20.Dec.2001)
Decree on Loan and Grant Management, No.168 (22.Nov.2004)

Guidelines or Manuals Issued by

Decree on Procurement of Goods, Civil Work, Repairs and Services used Government | PMO
Fund, No.03/PM (9.Jan.2004)

Tax Department

The Tax Department has a role in the administration, inspection of sources of income and
administration of tax collection throughout the country to ensure remittance centrally into the
State budget. The department has 59 officers, including one DG and 3 DDGs. The following six
divisions make up the department.

Personnel-Administrative Division (11 officers)

Inspection Division (10 officers)

Legal Division (10 officers)

Large Tax Unit (LTU) Enterprise Management Division(11 officers)
Land Tax and Fee Division (5 officers)

ICT Division (8 officers)

© a M w NP

The tax compliance in Laos is on a relatively low level®™. Many of the businesses do not fulfill
their obligations by accountancy, but pay taxes by the contract system or by following preliminary
plans. Few taxpayers have sufficient knowledge on their rights and obligations. Moreover, the tax
law and regulations are not so clear or easy to understand and many tax officials do not have sufficient
knowledge of the law and regulations. Administrative procedures are somewhat complicated and

18) “Review Report of the First Phase of the Project 2003-11-19 until 2006-12-31, Strengthening the Fiscal
Management in Lao PDR”, Tax Department, May 2007
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time consuming and do not always comply with the law.

With technical and financial support from SIDA, the Tax Department has implemented a
‘twining project’ with Swedish Tax Agency since 2003. The objectives of the project are to
establish tax policies and develop tax administrative procedures that are transparent, accountable, and
that aim at creating an efficient revenue collection. Furthermore, a system is expected to be
developed for human resource development for raising the capacity of the staff of the tax
administration, aiming at enabling them to enhance the revenue collection.

Table 2: Training Plan for Tax Staff from 2007 to 2010

o Total 2007 2008 2009 2010
No. |Description No. of No. of No. of No. of No. of No. of No. of No. of No. of No. of
courses particiEants courses particigants courses participe;nts courses par‘ticipa;nts courses particiEants
A. Project related training
1 |Project management 7 164 1 24 2 40 2 50 2 50
training
2 |HR training 7 164 1 24 2 40 2 50 2 50
3 |Training of trainers 7 72 1 12 2 20 2 20 2 20
4 |Training in basic 7 140 1 20 2 40 2 40 2 40
accounting
5 |Iraining in advanced 7 140 ! 20 2 a0 2 40 2 40
accounting
6 |Training in field audit 7 140, 1 20 2 40 2 40 2 40
7 [Training in gender 7 72 1 12 2 20 2 20 2 20
awareness
8 |Training in VAT Law 9 258 3 128 2 50 2 40 2 40
9 Training in Small 6 150 3 75 3 75
Taxpayer Management
Training in Large and
10 |Medium Taxpayer 10 250 2 50 3 75 3 75 2 50
Management
11 |Training in tax arrears 10 250 3 75 3 75 2 50 2 50
12 |Training in TIN use 4 160 2 80 1 40 1 40
13 |English training 1 8 1 8
14 |Training in computer 19 225 4 45 5 60 5 60 5 60
usage
B. Genral training and
seminors
Training and
15 |dissemination of laws 19 225 4 45 5 60 5 60 5 60
and legislations
Upgrade in technical
16 . 11 1,750, 2 450 4 600 3 400 2 300
expertise
17 |Uperade in political 17 92 2 2 5 < 30 5 30
theories
18 |Overseas training 32 65 5 12 8 15 9 18 10 20
19 |Demestic study tours 34 130 6 30 10 45 10 40 8 15
20 |Overseas study trips 20 115 3 20 5 30 6 35 6 30
Total 227 4,366 43 1,033 65 1,380 61 1,053 58 900

Source: Tax Department, MOF

As a part of the project, various training programs and manuals have been developed. The manuals
include those of ‘Accountancy’, ‘Audit’, ‘Tax Arrears Collection’ and ‘Management of Small Taxpayers’.
‘Management of Large and Medium Taxpayers’ are expected to be developed in 2008. With the support
from SIDA, the government has decided to introduce a Tax Payer Identification Number, TIN, covering all
tax payers. Table 2 shows the training plan for tax officers at central and local levels from 2007 to 2010.
In total, over 4,000 tax officers shall participate to these training programmes.
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The government has a plan to introduce Value Added Tax (VAT) in the near future, and discussed
this issue with Vietnam, which has recently introduced VAT. The Value Added Tax Law is going to
be drafted, and VAT shall be introduced late 2008.

Decrees or instructions for the operation

Decision on Organization and Operation of Tax Department, N0.2499/MOF (15.0c¢t.2007)

Tax Law, No.04/NA (26.Dec.2006)

Regulation on Registration, Renew of Registration and Management of Tax Payer, N0.2349/MOF (2003)
Prime Minister’s Decree on Role and Responsibility of MOF, No. 80/PM (28.Feb.2007)

Instruction of Prime Minister No.35/PM on the vertical line based centralization of the customs, Taxes and
National Treasury under the direct central of the Ministry of Finance (6.Sep.2007)

Enterprise Law, No.11/NA (9.Nov.2005)

Amended Accounting Law, No.01/NA (2.Jul.2007)

Law on Lands, No.04 (2003)

Ministerial Regulation, N0.2499/MOF(15.0ct.2007)

Guidelines or Manuals Issued by
Accountancy Tax Dept.
Audit, Tax Dept.
Tax Arrears Collection Tax Dept.
Management of Small Taxpayers Tax Dept.
Large and Medium Taxpayers (under preparation)

Statistical Data and Information Collected in the Department

Personnel data on tax officers throughout the country

Customs Department

Customs department has the roles of controlling and monitoring customs sectors on a
unanimous vertical administration and line of reporting throughout the country in order to
collect revenue and other obligations for the state budget in a centralized manner. Nearly 1,000
officers are allocated throughout the country, of which 123 officers are currently working at the
Customs Department of MOF, including one DG and one DDG. The main tasks of the department
are to be policy regulations, monitoring, statistical compilations and revenue forecasts. The following
four divisions make up the department.

Administrative Organizational and Training Division (19 officers)
Registration and Leval Division (15 officers)

International Relations Division (9 officers)

ICT and Planning Division (10 officers)

Enforcement Division (54 officers)

© o K~ w0 DN PR

Post Clearance Audit Division (14 officers)
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In the process of centralizing the Customs operation, provincial customs divisions shall be
consolidated into the following four Regional Offices.

Region | : Bokeo, Luang Namtha, Oudomsai, Phongsaly
Region Il : Luang Phabang, Houphan, Xiang Khoang
Region Il :  Khammouane, Savannakhet

Region IV : Salavane, Sekong, Champassak, Attapeu,

MOF Customs Department shall be directly in charge of the rest of provinces, namely Vientiane
Capital, Vientiane, Bolikhamsai, Sayaboury.

As a member of ASEAN, Lao PDR is requested to make all customs related work paperless by
2012. It is, hence, urgently needed to enhance automation of the system. The introduction of
ASYCUDA system was considered, and the Customs Department has received technical support from
the French government and the World Bank. The government has not yet decided to introduce this
system, following the fact that the Vietnamese government has decided not to introduce the
ASYCUDA system.

Decrees or instructions for the operation

Enterprise Law, No.11/NA (9.Nov.2005)
Decree on State-owned Enterprise Management, No.54/PM (9.May.2002)
Prime Minister’s Decree on Role and Responsibility of MOF, No. 80/PM (28.Feh.2007)

Statistical Data and Information Collected in the Department

Rental agreements

Loan agreements

Vehicle log book

Record of state own enterprises and joint venture

Inspection Department

The Inspection Department is required to manage and perform inspection broadly in public

organizations at all levels'?.

They include state owned enterprises, government stakeholders and
relevant organizations that are involved in public finance both inside and outside the country. The
department has 31 officers, including one DG and 2 DDGs. The following three divisions make up the

department.

1.  Administrativel Division (7 officers)
2. Government Budget Inspection Division (13 officers)

3. Enterprise Inspection Division (8 officers)

19) “Strengthening of Internal Control, Inspection Department, Ministry of Finance LAO PDR, Final Report”,
May 2007, Inspection Department/EC
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The lack of adequate internal controls has been acknowledged as a weakness at national
consultative workshops organized by PEMSP. Internal controls in public financial management
contribute to accountability and transparency and help build trust in the reliability of reporting. The
Government has therefore decided to give high priority in improving the public financial management
system by up-grading the internal control system. EC is going to provide technical assistance to
assist Inspection Department to explore the current situation of internal controls in the public financial
management area and to develop a strategic plan and a project document for further development of
the internal audit function within the government sphere.

Box1: Provincial Training Program of the Inspection Department

Following requests from the provincial financial departments, the staff of Inspection
Department organizes a short term training program for the provincial financial officers in
charge of inspection a few times a year. The program does not take more than a week.
An annual workshop is also held by inviting inspection officers of all provinces. The
purpose of this workshop is to promote these officers to share their experience and
information among them. As provincial inspection officers usually face limited types of
cases, it is extremely valuable for them to share their experience to broaden their views.
Among the donors, the Viethamese government is most active to support the Inspection
Department. In 2006, three Vietnamese inspection officers visited three cities of the
country, and provided three days’ lectures to the Lao counterparts. According to
Director of the Inspection Department, the technical advice from Vietnam was highly
beneficial for the Lao inspection officers, because the administrative structures of the
two countries are similar.

Source: DDG of the Inspection Department, MOF

It is observed that the scope of activities currently performed by Inspection Department is more
attributed to external audit rather than internal audit tasks.”” The vast majority of the audits
performed are directed towards organizations on the outskirts of the governmental sphere. There is
no formally established procedure for choosing objects for inspection. The initialing of an inspection
could come as an order from the Minister, or be subject to the department’s discretion. Basically, the
officer at Inspection Department will randomly choose the potential companies that they would go to
audit from the company lists, which are being provided by the Customs and Tax departments, where
companies have got their registration certificates.

Inspection Department needs to focus and allocate its resources towards performing internal
audit of units within the organization of MOF. The whole chain of annual audit activities from
planning to reporting and follow-up needs to be strengthened through formal capacity building and
on-the-job training delivered by staff with extensive experience from internal audit and management in

20) “Strengthening of Internal Control, Inspection Department, Ministry of Finance LAO PDR, Final Report”,
May 2007, Inspection Department/EC
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accordance with international standards.

Decrees or instructions for the operation

Prime Minister’s decree No 160/PM (26. Aug.1996)

Decree on prevention of corruption, N0.193/PM (2.Nov.1999), N0.298/PM (26.Apr.2000)
Law on Prevention of Corruption, No.03/NA (19.May.2005)

Tax Law, No 40/NA  (19.May.2005)

Custom Law, No 28/NA (20.Aug.2005)

Law on Public Inspection

Law on Business Accounting

Law on State Property Management

Enterprise Law

Guidelines or Manuals Issued by

Manual on Finance Inspection
Role and responsibility of the Inspection department

Accounting Department

Overall responsibilities of Accounting Department are mainly concerned with research and
drafting of accounting laws and regulations, external audit regulation in cooperation with the
Lao PDR Accounting Board. Accounting Department has 26 officer including one DG and two
DDGs, and consists of the following four divisions:

1. Administration Division (4 officers)

2. Enterprise Accounting Division (7 officers)
3. Public Accounting Division (8 officers)

4. ICT Division (4 officers)

Deployment of GFIS has been initiated by Accounting Department. Until recently, budgeting
was done on paper and there was not systematic information recording system. The deployment of GFIS
across all ministries and provinces has been a significant development toward improving budget
monitoring and recording. All ministries and government agencies are now using a standardized and
computerized treasury and budget accounting system and a common set of accounting forms and reports in
accordance with the MOF regulations. The remaining challenges include enhancement of computer
literacy, improvement of connectivity, upgrading of the servers, as well as dissemination of GFIS to more

users. In fact, GFIS is not yet deployed across districts, where significant transactions are carried out®”.

21) P8, Report No: 39670-LA, Project Paper for the Financial Management Capacity Building Project, May
2007, World Bank
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Box2: Impact of GFIS at a Province Level

Introduction of GFIS system has dramatically changed the public financial management
with regard to the reporting in particular. According to a finance officer at Luang
Phrabang Province, it took three days to report to the Treasury Department of MOF, but
now the officer can immediately and directly reach the department with an on-line
reporting system. The work of the officers has been implemented much efficiently.
Due to the new system, the number of officers, who are in charge of preparing reports,
decreased from five to only two. The officers now feel more skilled and the
management feels more confident in staff abilities. When a report is completed, the
management feels more comfortable in checking the data. With the computerized
system, mistakes in the report are easily identified and rectified. This system is also
beneficial in checking budget overspending. When expenditure is not planned for, it is
highlighted as an error.

Source: DDG and the head of accounting division of DOF Luang Phrabang Province

ADB provided an extensive support to enhance the government accounting regulations and procedures
from 2001 to 2006. It supported the establishment of the accounting framework and systems for
recording and reporting government recurrent budget transactions. The ADB project also developed
a manual for installation of the computerized system for Treasury Division in each province and
support training throughout the country. World Bank and UNDP have also provided financial and
technical support to deploy and stabilize GFIS operation in the country.

The new Accounting Law has been approved by the National Assembly in June 2007, and Accounting
Department plans to disseminate the new law throughout the country from February 2008%2. Not only
government agencies, but also state and private enterprises are required to be familiar with the new law.
As the first step for the dissemination, Accounting Department shall initiate TOT. Senior officers of
Accounting, Inspection, Tax Departments as well employees of SOEs are expected to be the trainers.

Decrees or instructions for the operation

Accounting Law, No 05/NA (3.Jul.2007)
Decree on Implementation of Public Accounting, No.20/PM (1993)

Ministerial regulation on role, responsibility, rights, and organizational structure of the Accounting
department, N0.2003

Business Accounting Law, No 12/90/ NA, (29.Nov.1990)
Prime Minister’s decree, No 50/PM on implementation of Business Accounting Law (24.Jan.1992)
Prime Minister’s decree, No 159/PM on Auditing (26.Aug.1996)

Prime Minister’s decree, No 161/PM on establishment of Accounting council and Professional Accountant
agency (26.Aug.1996)

Guideline for implementation of New Business Accounting (1990)
Book of New Business Accounting Plan (1990)

22) Based on the interview with the DG of Accounting Dept. on 6 December 2007
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Guidelines or Manuals Issued by

Public Accounting Manual
Decree on Implementation of Public Accounting, No.20/PM

Statistical Data and Information Collected in the Department

Accounting report summary
Other legislations for accounting operation

State Asset Management Department / SOE Financial Management Department

State Asset Management Department is responsible for collecting revenue generated from state

assets 2%,

These state assets include timber royalty, leasing fees from state-owned lands, buildings
and construction, concession fee, tax on sales of natural resources, over flight, registration fee, revenue
from granting rights to make use of state lands, houses and other revenue generated from state assets.
The Department has 20 officer including one DG and two DDGs, and consists of the following four
divisions:

= Administration Division (6 officers)

. Natural Resource Management Division (6 officers)

= State Owned Building and Construction Division (6 officers)

= State Administration Division (7 officers)

= State-owned Enterprise Management Division

State-owned Enterprise Management Division was recently separated from the State Asset
Management Department, and becomes an independent department, called ‘SOE Financial
Management Department’.

FMCBP (World Bank) provided MIS to the former State-owned Enterprise Management Division, and
the project is going to supply similar software to State Asset Management Department, as well.

Decrees or instructions for the operation

Law on State Asset, N0.09/NA (12.0ct.2002)

Decree N0.52/PM (13.Mar.1993)

Resolutions No.47/PSL (18.Apr.1990)

Resolutions on Collecting Royalties on Natural Resources, No.23/PSL (18.Apr.1990)

Regulation of Minister on Roles, Functions, Rights and Organization of State Asset Management Department,
NO.0433/MOF (4.Apr.2000)

Decree of Prime Minister No. 127/PM on Organization and Operation of Ministry of Finance (3.0ct.2000)

23) Regulation of the Minister on Roles, Functions, Rights and Organization Structure of State Asset
Management Department, No.0433/MOF (4.Apr.2000)
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Guidelines or Manuals Issued by
Law on State Asset, N0.09/NA (12.0ct.2002) NA
Decree 52/PM MOF/PMO
Resolutions No.47/PM PMO
Resolution N0.23/PSL NA
Decree N0.38/PM PMO
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3. Public Financial Management in Provinces and Districts
3.1. Organization and Staff Allocation

Organizational structure of the Provincial Finance Department is more or less identical to that
of the Ministry of Finance, although the Province does not have the Fiscal Policy and External
Financial Relations Divisions. Table 3 shows the structure of provincial financial department and the
number of staff members for each division. Personnel and Organizational Department of the
Ministry of Finance keeps the number of the local financial officers. In total 2,962 officers are
working at the provincial finance departments. The department at Savanna Khet province has the
biggest number of staff, amounting to 474 workers, which is followed by the department at Vientiane
Capital employing 368. The departments at remote provinces, such as those at Secong or Phongsaly,
on the other hand, employ only 77 and 83 officers respectively.

Three divisions in the centralization process have the biggest share of finance officers in the
province. More than one third (37%) of the provincial financial officers are working at Tax
Division. Twenty five percent are custom officers, and 16% are working at Treasury Division. In
total, these three divisions employ 78% of the total financial officers in the 17 provinces. Only 22%
of officers remain in the provincial financial department after the centralization process is completed.
The impact of the centralization on the financial administration at provinces should be significant,
considering the large share of staff in the three divisions.

Administration &

Organization
udget

Inspection

State Asset
Managementﬂ

Treasury

Tax

Figure 2: Composition of Provincial Financial Officers
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Revenue collection should be the main task of the provincial finance department. The three
divisions, tax, custom and state asset management divisions, are in responsible for collecting revenue,
and these three divisions employ 70% of the all provincial financial officers. In fact, it is estimated
that provinces and districts collect 60% of total revenue *Y. On the other hand, the share of Budget
Division in the provincial finance staff is only 4%, and that of Accounting and Inspection Divisions
combined is not more than 4% as well. With only five to ten budgeting officers in the provinces, it is
uncertain that the provincial budget should be timely prepared on time aligned with Government
policy. Moreover, it would be difficult to prepare comprehensive and transparent financial
statements with the limited number of accounting officers.

Distribution of finance officers between the province and the districts is very different among
the seventeen provinces. On average, 72% of the financial officers are allocated to the provincial
financial department, while the remaining 28% are working at district finance offices (see Table 4).
The highest share of financial staff is allocated to district offices at Vientiane Capital, reaching 44% of
all. The district financial offices at Oudom Say Province also employ a large share of the financial
staff in the province, reaching 42% of all. On the other hand, only 12% of the financial staff is
working at district finance office at Savanna Khet Province. District offices at Luang Namtha
Province employ not more than 17% of all financial officers in the province. It is not clear why we
see such a big difference in the way how the financial officers are distributed in the provinces.

Moreover, a large number of local financial officers are contract staff. Out of 4,117 financial
officer working at provincial departments or district offices, 1,079 (26%) of them are contract officers.
In poorly staffed departments or offices at Sekong, Bokeo and Attapeu Provinces, majority of the
officers are employed on a contractual basis, reaching 72%, 70% and 65% respectively. Only 40 to
50 out of 130 officers are permanent staff in these provinces. It seems that the quota of permanent
staff given to these provinces should be much smaller than actually needed. On the other hand, the
shares of contract staff in such provinces as Khamm Ouane, Vientiane and Savanna Khet are relatively
small, reaching only 9 to 12% of total. Again, it is difficult to see the reason for this large difference
in the share of contract staff in these provinces.

3.2. Operational Practices in Three Provinces

Operational practices of the following offices were looked into in order to look into the public finance
management at local level.

- Finance Department, Vientiane Capital

- Finance Office, Sisattana District, Vientiane Capital

- Finance Office, Chantabury District, Vientiane Capital

24) p52, “Lao PDR, Public Expenditure Review, Integrated Fiduciary Assessment”, May 2007, World Bank,
IMF, ADB, EC
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- Finance Department, Luang Phrabang Province

- Finance Office, Chomphet District, Luang Phrabang Province

- Finance Office, Luang Phrabang District, Luang Phrabang Province
- Finance Department, Salavan Province

- Finance Office, Salavan District, Salavan Province

- Finance Office, Longam District, Salavan Province

Revenue Collection

Collection of revenue could be the most important task of the provincial financial departments.
The importance of revenue collection seems to be well reflected in the staff allocation within the local
finance departments or offices. Finance Department of the Vientiane Capital, for instance, has 368
technical staff members, of which 73% (269 officers) is allocated to the revenue collecting offices
(tax, custom and state asset management). Only two percent (9 officers) of the staff is in charge of
budgeting in the department. The staff number of the Finance Department of Salavan province is
much smaller than that of the Vientiane Capital, employing only 127 officers. Its allocation of staff
is, however, similar to that in the Capital Department. Seventy one percent (90 officers) of the staff
is responsible for revenue collection in tax, custom and state asset management offices in this
Province.

The share of revenue collecting staff is very large in the finance offices in districts. Two district
finance offices of the Vientiane Capital have around 60 technical staff members, of which over 90% of
them are working at revenue collecting units (tax and state asset management). This extremely large
share of revenue collecting staff is also found in the district finance offices in Salavan and Luang
Phrabang Provinces. Although the numbers of staff in these offices are smaller than those in the
Vientiane Capital, 60 to 80% of the staff is allocated to revenue collecting units.

Provincial tax officers collect tax from larger enterprise, while district tax officers are
responsible for taxation of smaller business. In Salavan Province, the provincial tax office is
responsible for 66 relatively large enterprises registered to the provincial government in 2007, while
the eight district tax units of the province, on the other hand, collect tax from 2,426 small enterprises.
In urban area, enterprises usually come to visit the treasury unit to pay their tax, whereas tax officers
in rural area are required to visit enterprises to collect tax. In remote villages, taxation is contracted
out to “village tax staff”, who is appointed by the Governor for each group of villages. The area of
responsibility of each tax officer is regularly changed so as to avoid any corruptive relationship.

The tax payment of small enterprises is based on lump sum basis. One of the “tax packages” is
applied to small enterprises depending on their size of business. As the business environments of
small enterprises is not necessary stable, one of the main tasks of tax officers is to collect updated
information about the number or size of local business units.
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Box3: Revenue Collection of an Urban District FO at Vientiane Capital

Finance Office (FO) of an urban district at Vientiane Capital has 40 tax officers out of the
60 total staff members. This district has 3,387 business units, which are required to pay
corporate tax. These business units pay tax to different tax authorities based on their
size of business. The largest seven units pay tax directly to the Tax Department of
MOF. The second largest 78 units pay tax to the provincial tax division. The third
largest 2,920 units come to the district office to pay tax. The remaining 382 units pay
tax to the village tax staff, who are not government employees but assigned by the
Governor. Among the 40 villages in the district, only 25 villages have some business
units which are expected to pay tax. These tax paying business units in the district are
composed by commercial units (50%), service units (39%), industry units (2%) and
others. The tax revenue directly collected by the district tax division was 30% of all tax
revenue generated in the district, which amounted to Kip 8 billion in 2006. The revenue
collected by the state asset management division was, on the other hand, Kip 0.3 billion
in 2006. The district FO has 13 officers in charge of the state asset management.

Source: DG of District FO at Vientiane Capital

Accounting and communication skills are most needed for tax officers. The officer should be
equipped with updated accounting knowledge to meet the requirement of the treasury as well as to
prepare bills for tax payers. Communication skill is also needed to deal with difficulties with tax
payers. Provincial tax offices, therefore, organize workshops for district tax officers so that they can
improve their skills. The Tax Office in Salavan Province is very active in organizing such
workshops, including the two days’ workshop to learn the new Chart of Account in 2007. The
guideline for the new Chart of Account was prepared by the Salavan provincial tax office and
delivered to district tax officers at the workshop. When the district tax officers face difficulties in
understanding new procedures, they usually contact the provincial tax office to seek advice.

Box4: Provincial Training Program of the Tax Department

Tax Department has been very active in disseminating practical knowledge to local tax
officers. A variety of training programs have been organized with technical and
financial assistance from Sweden. The programs usually consist of two phases. In
the first phase, TOT (training of trainers) is organized, and training materials are
developed. These trainers include senior officers of the Tax Department or lectures of
local vocational schools such as Pakpasak Technical School in Vientiane Capital. The
second phase focuses on dissemination of knowledge to the provinces.
Representatives of tax officers of all provinces are invited to participate to regional
training programs. After participating to the programs, provincial tax officers are
expected to disseminate the knowledge to their colleagues as well as district tax officers.
Tax Department intends to evaluate the impact of regional training programmes using a
set of questionnaire to the participants. However, it is not easy for the department to
follow-up the dissemination of knowledge at district level.

Source: DDG of the Tax Department, MOF
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Budget Planning

The role of budget office in the local finance department seems limited. This is reflected in the
very small number of staff allocated to local budget offices. In the Finance Department of the
Vientiane Capital, for instance, only 9 officers (2%) out of 368 staff members work for the budget
office. As the district finance offices of the Vientiane Capital do not have budget unit, not only
provincial but also district budgets in the capital city are prepared by these nine staff members. In
Luang Phrabang and Salavan provinces, the number of staff in the budget offices is very small, as
well. Only few are employed at the provincial budget offices and the district budget units of these

provinces.

The local finance department is in charge of preparing only recurrent budget. The investment
budget of provinces and districts are made by the DPI staff and presented to the CPI. It is observed
that the budget process at the provincial-district level reproduces the central-provincial model®®.
According to he budget officers of the finance department in Salavan, they usually attend the meeting
to discuss the public investment programme of the province at the DPI office. However, the
budgeting process of the finance department is not affected by the investment plan of the province.
The recurrent budget is prepared in parallel of the investment budget. No expense for operation and
maintenance of the investment projects shall be estimated in the recurrent budget.

A large part of the recurrent budget is allocated to salary of the government employees.
Seventy percent of the provincial recurrent budget in Salavan, for example, is used for salary. The
remaining 30% is expended to finance administrative expenditure, technical expenditure and other
contingency expenditure. The share of salary expenditure is similarly high in the recurrent budget of
two districts in the province. Under the circumstances, the budget plan is mostly determined by the
number of staff employed in the local government, and the budget officers have little room to allocate
the budget to achieve any development objectives. This limited role of the budget officers might
explain the reason why only a small number of staff is allocated to the budget offices.

25) p52, “Lao PDR, Public Expenditure Review, Integrated Fiduciary Assessment”, May 2007, World Bank,
IMF, ADB, EC.
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Box5: Coordination of DPIl and DOF at provincial level

According to the budget division of DOF Salavan province, the coordination between the
provincial DPI and DOF has been well managed. When the DPI examines proposals of
new projects, the representatives of DOF are always asked to participate to the meeting.
All copies of approved projects are sent from DPI to the provincial DOF and district FOs
concerned. The provincial DOF is thus expected to have detailed information about
new investment projects of the province. The full access to such information, however,
does not mean that the DOF fully consider the operation and maintenance (O&M)
expenditure of the investment projects while estimating the recurrent budget. The
recurrent budget is formulated without taking into account of O&M expenditure of new
projects. When new projects are approved by CPI (MPI), the recurrent expenditure of
the projects is not necessarily ensured. Thus, it is possible to have a new school
without appropriate amount of salary for new teachers, for instance. In the case of
infrastructure development projects such as small irrigation project, moreover,
insufficient amount of O/M expenditure could result in immediate deterioration of
facilities. In case the facilities get out of order, DPI usually requests the budget of
“rehabilitation project” to CPI, instead of asking O/M expenditure to DOF.

Source: Deputy head of the budget division at DOF Salavan Province

Accounting and Treasury

Dissemination of the revised Chart of Accounts is one of the main tasks of the accounting and
treasury offices in the provincial finance department. The necessity to train district staff on this
issue is frequently expressed by the directors. The finance department of Salavan Province organized
a two days’ workshop for the district staff and distributed a guideline of the use of revised Chart of
Account. Inthe Luang Phrabang Province, the training of staff is more frequently organized with the
financial and technical support from GPAR/UNDP.

GFIS has been introduced in the Vientiane Capital and Luang Phrabang Province.
GPAR/UNDP provided financial and technical support for this introduction. The Treasury Offices of
the two provinces are connected to MOF Treasury Department by optical fiber and specific software
for GFIS was installed. Detailed manuals for GFIS were prepared by the MOF Accounting
Department, and distributed to the two provinces. The efficiency of reporting has been greatly
enhanced by the introduction of GFIS. However, the benefit of GFIS does not reach the district
finance offices. Even in the Vientiane Capital, the district finance offices are poorly equipped with
computers, and not connected by internet.  District treasury officers in Luang Phrabang attended IT
training courses, but the knowledge cannot be fully utilized with poor IT facilities in their offices.

Transparency and accountability remain a serious concern for cash management at province
and district levels. An officer of the accounting department in one province estimated that 30% of
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the revenue collected at district finance offices might not be reported to the provincial finance
department, although there is no hard evidence to confirm this estimation. Moreover, local-level
expenditures are seldom audited, and there is little transparency or accountability to communities.
Upward accountability to central government is quite limited, particularly in light of the weak central
Treasury®. It is expected that the full introduction of GFIS should enhance the transparency of cash
management at district level.

Box6: Higher Degree Obsession of Local Financial Officers

As in the case of MOF staff, financial officers at provinces and districts are requested to
upgrade their academic degree from diploma to higher diploma (or from higher diploma
to bachelor) within a limited period. For instance, the head of finance office of a district
should have bachelor by 2020; otherwise he or she shall be dismissed from the position.
This requirement should be a serious obsession for financial officers at local levels, and
might have some negative impact on their operation. Accounting and Inspection
Division of Salavan Province, for example, is supposed to have 5 officers. However,
only one junior officer is currently in charge of the accounting and inspection work of the
whole province. One of his colleagues left the division, and the remaining three,
including the head of division, are out of the office for years to study at MOF training
colleges in Vientiane. Other divisions also suffer from the shortage of staff due to the
study leave to get higher degree.

Source: Officer of the inspection division of DOF Salavan Province

26) p 53, “Lao PDR, Public Expenditure Review, Integrated Fiduciary Assessment”, May 2007, World Bank,
IMF, ADB, EC.
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4. Donors’ Assistance
4.1. PEMSP Framework

The Government has made progress in advancing the Public Financial Management (PFM)
development agenda since 2002, and in November 2005, the Government approved a five-year Public
Expenditure Management Strengthening Program (PEMSP), which constitutes a cohesive framework
addressing weaknesses in public financial management. Recognizing that building sound PFM
systems requires sustained development over the medium-to-long term, external partner agencies have
provided coordinated assistance to MOF in the implementation of PEMSP. The institutional structure
of PEMSP is described in the following figure. The Steering Committee provides strategic guidance
towards implementation of PEMSP. Implementing Committee is headed by Deputy Director General
of Fiscal Policy Department of MOF, and assisted with a full-time Secretariat. Consultative Forum,
chaired by the Vice Minister of MOF, is expected to serve as a forum for open dialogue between
government agencies and the donor community on PFM issues. The World Bank, Asian
Development Bank, European Commission, Sweden, Switzerland, France, Vietham and Japan are
among the active members of Consultative Forum.

‘ Vice Minister J
| Consultative
‘ Steering Committee Forum

[ ' |
[ Implementing Committee] ‘ Secretariat ’

Thematic Tank Forces }—

Implementing Institutions '—

Source: PEMSP, September 2006.

Figure 3: Institutional Structure of PEMSP

Currently the following four Thematic Task Forces are established under PEMSP;

A. Fiscal Planning and Budget Preparation

Budget Execution, Accounting and Financial Reporting
Local Government Financial Management

Financial Legislation and Regulatory Framework

mooOw

Capacity Building:
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ADB’s MTEF Support project’”, for instance, is expected to achieve the objectives of ‘A. Fiscal
Planning and Budget Preparation’. Apart from ADB project team, the task force members consist of
Fiscal Policy Department, Budget Department, CPI, Ministry of Education, Ministry of Health,
Ministry of Foreign Affairs and PACSA. This Task force held the first meeting in January 2007, but
the subsequent meeting has not yet been organized yet.

The PEMSP is considered as a coordination framework of all PFM interventions with MOF. It
is clearly mentioned that one of the task of the Consultative Forum is to facilitate donor coordination.
The task of effective coordination of interventions is vested with the Implementation Committee. All
donors’ programme reports related to PFM assistance have been presented to the Secretariat of
PEMSP. The Secretariat is regarded as a focal point of all PFM related interventions. Despite these
institutional settings, it seems that the task of donor coordination has not been actively implemented so
far. For instance, although many donors are providing capacity building supports in the area of PFM,

the coordination among donors is considered as “insufficient?®).

At a Steering Committee meeting in January 2006, it was decided that the PEMSP should
gradually include revenue in the programme. The programme was renamed as Public Financial
Management Strengthening Programme (PFMSP), and the Secretariat is now called PFMSU (Public
Financial Management Strengthening Unit). The process of centralizing state revenue can be
accommodated in this new framework.

Moreover, in order to provide financial resources from donors in a coherent and sequenced
manner, “Multi-Donor Trust Fund” is expected to be established in 2008. PFMSU shall be in
charge of managing this fund. EC, Sweden and Switzerland are going to make financial contribution
to the Fund. The total amount of the Fund is expected to be a few million Euro. The use of this
Fund is, however, still being discussed. It is expected that this new financial vehicle could stimulate
more dialogue on PFM assistance among donors.

4.2. Donors’ Programmes
The World Bank

‘Financial Management Capacity Building Project (FMCBP)’ is the main vehicle for the World
Bank to support PFM of the country. The objective of this project is “to improve GOL budget
preparation, execution, reporting and auditing systems; strengthen monitoring of state owned
commercial bank operations, and to improve financial management of selected state owned

27) “Lao People’s Democratic Republic: Improved Public Financial Management Systems”, Project Number
40300, ADB

28) P56, “Lao PDR, Public Expenditure Review, Integrated Fiduciary Assessment”, May 2007, World Bank,
IMF, ADB, EC.
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2 The project receives an additional grant in an amount of US$ 3.0 million, and

supports capacity building for PMU from 2008 to 2011. The components of the project include the

followings.

1

2)

3)

4)

Implementation of the revised Chart of Accounts and Budget Nomenclature: The MOF
approved the revised functional classification of the Budget, the new budget nomenclature and
the implementation strategy that is consistent with the IMF GFS and the international public
sector accounting standards in April 2007. The government will institute a comprehensive
training plan in order to pilot the functional classification in the FY2007/08 budget for the
education sector to be fully implemented in the FY2008/09 Budget. This element is needed to
ensure that the budget classification system can account for sector and sub-sector programs and is
needed for developing a consistent revenue sharing framework which is critical for achieving the
NT2 revenue management arrangements.

Centralization of the National Treasury: The project will provide assistance for developing
plans for establishing a Treasury Single Account system, developing and implementing a strategy
for centralizing human resources, and long term treasury advisory services. The project will
provide all technical assistance, training, and basic goods for centralization of the Treasury
Department.

Developing a new revenue sharing framework: The revenue-sharing and local budget
arrangements component of the Budget Law Implementation Plan has two broad objectives. First,
to distribute fiscal resources, which will be administered and collected by centralized tax and
customs authorities, rationally across provincial jurisdictions in Lao equitably and in line with the
Government’s national policy priorities. Second, to improve the usage of fiscal resources at the
local level through improving the local (province-district) budget authority structure and
provincial budgeting process. These objectives will be pursued through analytic, policy
development, regulatory, instrument-development and institutional reform activities in three
areas: (i) the development and implementation of an improved intergovernmental transfer system
in Lao PDR,; (ii) reform of the local budget authority structure and budgeting processes; and (iii)
establishing capacity within the MoF to develop and implement reforms and manage the
emerging intergovernmental fiscal system.

Curriculum Strengthening and Upgrading MOF training institutes: The project provides
assistance to the MOF training centers for improving the quality of its training delivered to staff.
The project provides assistance toward curriculum reform, training for trainers, necessary
equipment, and support small construction and rehabilitation of facility.

29) Report No: 39670-LA, May 31, 2007 The World Bank.
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PRSO (Poverty Reduction Support Operation) is a platform of policy dialogue about PFM
between the government and the donors. Action Matrix of the PRSO4-7 (2008 — 2011) is
currently discussed among the stakeholders, and its second component refers to “Public Financial
Management, Capacity and Resource Management”. Main priorities of PFM in the PRSO4-7 will
the followings™);

Continue to implement PEMSP, focus on revising and drafting new regulations for PFM;
Budget allocation, alignment with national plan;

Dissemination of Chart of Accounts and budget nomenclatures;

Reporting and auditing systems and dissemination of the budget;

o > v D oE

Given approval of new Budget law — centralization of the Treasury and other actions to improve
fiscal relations.

Asian Development Bank

Asian Development Bank (ADB) has supported the Financial Sector Reform of the country from
the very start of PEMSP. The current PFM support of ADB is focused on the two issues, which are
“development of a consolidated medium-term expenditure framework (MTEF)” and “enhancement of
accounting and internal audit functions”.

The MTEF project included guidelines on revenue estimations and costing of expenditures of
key reforms under the NGPES policies and programs®. The framework was envisioned to include
clear linkages between expenditure funding allocations and resource availability, prioritization, and
sequencing of budgetary expenditures, as well as between recurrent and capital expenditures. The
goal of the project was to contribute to improved allocation efficiency of public resources according to
the Government’s development and poverty reduction policy objectives, approaching international
good practice standards in public financial management.

The project assessed the present fiscal planning process and the progress thus far achieved by
the Government in this area of the PEMSP. Challenges and opportunities were identified and
addressed in the development of a coherent MTEF. The project provided training on fiscal planning,
budgetary systems, international public financial/expenditure management standards, and computer
models and database systems to the relevant MOF departments such as the Fiscal Policy Department,
Budget Department, External Financial Relations Department, Accounting Department, and the
Committee on Planning and Investment (CPI).

30) “Minutes of Technical Discussions, Poverty Reduction Support Operation 4-7”, Teams Retreat in Luang
Prabang, July 4-7, 2007.

31) TAR: LAO 39120, ‘Technical Assistance to the Lao People’s Democratic Republic for Public Expenditure
Planning for National Growth and Poverty Eradication Strategy, August 2005.
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The introduction of MTEF could remain a big challenge, unless the budgeting process of
investment and recurrent budget shall be consolidated. The MTEF methodology was not yet
approved by the government so far, but it is expected that this methodology shall be introduced within
three to four years. The first phase of this project was completed in December 2007, and the second
phase of the project is now under consideration. Without consolidation of budgeting process of
invest and recurrent budget, however, MTEF is no more than an aggregate fiscal framework, which
could not include expenditure breakdown.

ADB has also provided technical assistance to the MOF for the development of (i) enhanced
accounting regulations and procedures that are aligned with international good practice
standards of reporting; and (ii) a government financial information system (GFIS) 2.

GFIS, the MOF is expected to be:

By using

(a) capable of capturing revenue and recurrent expenditure data,

(b) providing on-line access to budget targets/allocations and status of funds availability,
(c) tracking accounts payable, and

(d) producing related reports.

ADB’s assistance led to implementation of the new accounting procedures and GFIS in 2005 across
all 40 line ministries and government agencies and 17 provinces. Line ministries and provincial offices
have transitioned to the GFIS from manual books of accounts.

From 2007 to 2009, ADB starts new technical assistance project to support the accounting and
financial reporting of MOF. The government accounting regulations and procedures will be revised
to include the new features of the Budget Law and the new GFS (Government Financial Statistics)
-compatible chart of accounts. The GFIS and accounting regulations and procedures will be introduced
and implemented in the 38 districts of the provinces of Luang Phrabang, Savannakhet, and
Champassak, and Vientiane Capital. Capacity development workshops are to be held in all 40 line
ministries/government agencies and 17 provincial offices, to deepen their technical capacity and
provide continuous feedback for enhancing the system and regulations.

Moreover, ADB will provide support to MOF in expanding the inspection department’s
functions to include internal audits. The set of draft internal audit strategic plans, manuals, policy
statements, code of ethics, and proposed organizational structure will be revised in consideration of the
2006 Budget Law and GFS-compatible chart of accounts. Some computer and office equipment will
be provided to augment inspection department capabilities and enable online access to PEMSP
databases and the GFIS.

32) Technical Assistance Report “Lao People’s Democratic Republic: Improved Public Financial Management
Systems”, Report No. 40300, July 2007.
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European Commission

The European Commission (EC) provides technical support for addressing treasury cash
management issues and strengthening internal controls. Concerning the cash management, the
strategy was proposed by the consultant through a three-month consultation and consensus-building
process with different stakeholders in the treasury system®). The purpose of the cash management
strategy was to establish and maintain an operable and reliable cash management system. This
system enables the full functioning of the Treasury Department and ultimately contributes to improved
institutional governance of the treasury system in the country.

The Cash Management Manual was prepared to establish procedures for Government agencies
to follow and to ensure prudent cash management practices. These procedures include billings,
collections, deposits, disbursements, and financial reporting. They require the use of timely methods,
principally Electronic Fund Transfer (EFT) for the collection, deposit, and disbursement of fundsl.
These procedures apply to all Government agencies, unless specifically exempted by status, whose
financial transactions directly or indirectly affect the cash account of the Department of National
Treasury. The applications for these procedures are divided in five major areas: Billings and
collections; deposits; disbursements; cash advances and cash outside the Treasury; foreign currencies
and aid grants; review, monitoring and reporting; non-compliance of internal controls, and others.
The manual, however, has not yet fully utilized by the Treasury Department, because “the manual is

highly comprehensive and it requires some modification to meet the local needs®”.

EC is also going to support strengthening of internal controls in public financial management
with the Inspection Department of MOF®). The main objective of the new project is to assist the
Government to implement a modern internal control and audit system at MOF and line ministries
consistent with international standards and best practice. The strengthening of internal controls
should contribute to accountability and transparency and help build trust in the reliability of reporting.
Currently, the capacity is considered very limited to perform internal audit and the scope of activities
performed by Inspection Department is more attributed to external audit rather than internal audit
tasks. The whole chain of annual audit activities from planning to reporting and follow-up needs to be
strengthened through formal capacity building and on-the-job training delivered by staff with
extensive experience from internal audit and management in accordance with international standards.

33) “Drafting of Regulations for Cash Management, Department of National Treasury, Ministry of Finance, Lao
PDR - Public Expenditure Strengthening Programme (PEMSP)”, ADE, April 2007.

34) The comment from the Deputy Director General of the Treasury Department on 9 November 2009

35) “Pubic Expenditure Management Programme — PEMSP, Strengthening of internal controls — Terms of
Referencte”, July 2007.
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Sweden (SIDA)

Sweden (SIDA) has focused the revenue collection efficiency of MOF, and implemented “a
twinning project between the tax department of Lao PDR and the Swedish Tax Agency” since
2003%).  This project aims at assisting the Tax Department to strengthen the revenue collection
efficiency in order to support the Government of Laos in achieving its overall development goal:
poverty reduction. The project started in November 2003 and has embraced four main components;
Tax Policy and Tax Administrative Procedures, Human Resources, Organization and ICT.

The project had the following project objectives:

e To enforce and/or establish tax policies and develop tax administrative procedures that are
transparent, accountable, and that aim at creating an efficient revenue collection;

e  To establish a system for human resource development for raising the capacity of the staff of the
tax administration, aiming at enabling them to enhance the revenue collection;

e To develop and improve the tax organization and management that functions effectively and uses
efficient administrative procedures, in order to improve the revenue collection;

e To up-grade the capability of the tax administration capability to develop, implement and
maintain ICT solutions, providing an effective development of core and supporting processes.

Training programs and manuals have been developed on Accountancy, Audit, Tax Arrears
Collection and Management of Small Taxpayers and is under way to be developed for Large and
Medium Taxpayers. Moreover, training programs have been developed for managers on HR
(Human Resources) and training has been provided. The project has emphasized the development of
internal capacity and training of trainers to make it possible for the Tax Administration to take over the
training by it self. During 2006 both the Accountancy and Audit training have been taken over by
in-house trainers. At the Tax Department a HR unit has been established. The project is expected to
be completed in December 2008 with some possibility of further extension.

36) “Review Report for the First Phase of the Project 2003-11-19 until 2006-12-31, Strengthening the Fiscal
Management in Lao PDR”, May 2007, Tax Department.
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Box7: Dissemination of Taxation Know-How from SIDA Workshop

Provincial tax officers of Luang Phrabang had opportunities to attend the workshop
sponsored by SIDA in 2007. Three officers attended the workshop from the province.
The workshop was intended to upgrade technical skills of local tax officers. The
methodology to classify business units, tools to analyze business information, outline of
the new legal framework were among the issues discussed in the workshop. According
to the officers attended in the workshop, the programme was extremely useful for them
to acquire most needed skills for their daily operation. After attending the workshop,
they tried to share the knowledge with their colleagues. The method of knowledge
sharing was, however, rather informal and a limited number of staff was able to access
the knowledge. Another tax officer in the Vientiane Capital, who attended the SIDA
workshop, also highly appreciated usefulness of the workshop. The dissemination of
knowledge in the office was again limited. The officer just photocopied the operational
manuals, and presented to the head of office. No opportunity was given to the officer to
disseminate the knowledge in a systematic way.

Source: DGs and tax officers of a district finance offices in Luang Phrabang and
Vientiane Capital

UNDP

UNDP has supported local public expenditure management by providing ‘block grants’ to the
selected districts as a part of its GPAR project. This project is not under the umbrella of PEMSP,
and managed and coordinated by PACSA (Public Administration and Civil Service Authority), Prime
Minister’s Office. It was expected to establish the institutional framework for the district level
planning process that is rolled out through the allocation of the grant. The planning and budgeting
process is required to be participatory and should involve local citizens at the village levels. This
will ensure that investments and activities that are funded through the grant correspond to local needs
and priorities. This project was implemented on a pilot basis in eight districts in Salavan Province,
and shall extend its support to four provinces, which are Sekong, Bolikhamsai, Xiang Khoang and
Houaphan. Each province will be allocated a maximum annual allocation of US$ 1.50 per capita.

Moreover, GPAR’s another component at Luang Phrabang extensively supported the
introduction of GFIS in Luang Phrabang Province. This GPAR Luang Phrabang project started
in 2002 and joined the ADB project to enhance government accounting regulation. In addition to
computers, equipment and training, GPAR Luang Phrabang installed a LAN to allow the
communication of reports to central level. This Luang Phrabang project was considered as one of the
most successful pilot projects of GFIS by MOF.
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Box8: GPAR’s Governance Project in Luang Phrabang

As a component of GPAR/UNDP, a pilot project has been implemented in Luang
Phrabang Province. This project intends to establish a local autonomous body
(authority) by gathering 62 wealthy villages of the provinces. The total number of
population of these villages amounts to near 50,000. The provincial authority is
expected to announce the establishment of this autonomous authority in May 2008.
The new authority is going to acquire autonomy regarding administration, personnel as
well as financial affairs. In 2009, four districts of Vientiane Capital are going to form
another autonomous body as the second pilot. A variety of new attempts shall be
initiated to enhance political decentralization in these pilot bodies.

Source: Interview with an advisor of UNDP/GPAR

Vietnam

Vietnam has provided both advisory services and financial support to MOF. Infrastructure
development of the MOF Vientiane College is an example of the financial support. From 2008 to
2012, Vietnamese government is going to provide 64 billion VND (about US$ 4 million) to renovate
buildings and facilities of the whole college. Moreover, the BA programme of the Vientiane College
has been fully supported by the Vietnamese government. The Academy of Finance of Vietnam
manages the whole programme. All teachers are dispatched from Vietnam, and the bachelor degree
is granted by the Vietnamese Academy. With the financial assistance from Vietnam, the tuition fee of
this BA programme is free of charge. Currently, one hundred students are involved in this
programme, and most of the students are MOF staff or provincial/district financial officers.

Vietnam also helps MOF strengthening and modernizing the operation of the Tax Department®”.
From 2005 to 2010, the Vietnamese government implement technical assistance project to give
guidance on centralization of the taxation, to draft the VAT law as well as to upgrade IT infrastructure
in the department.

37) Based on the questionnaire survey to the Tax Department in December 2007
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5. Main Conclusions and Recommendations
5.1. Budgeting as a Powerful Policy Instrument

One of the major deficiencies of PFM in Lao PDR is that the budgeting is not a useful policy
instrument to achieve objectives of NSEDP. The following three issues should de the main factors
resulting to the undermined budget function.

i)  Institutional separation of investment and recurrent budgeting
ii) Inappropriate budget classification

iii) Weak national treasury

Parallel budgeting process of investment and recurrent budgets weakens the budgeting function,
as often pointed out by many external observers. Operation and maintenance expense of
investment projects are hardly reflected in the recurrent budget. Investment projects could be easily
deteriorated without periodical and appropriate maintenance. It is also pointed out that the overall
capital-recurrent balance is inadequate, and the proportion of investment expenditure is strikingly
high, notably in the health sector®®. As majority of recurrent expenditure is wage and salary of
government employees, the budget officers have little room to allocate the budget to meet the national
or local requirements.

Coordination between investment and recurrent expenditures should be much enhanced. In the
process of applying the MTEF methodology, for instance, the integration of investment and recurrent
budgeting should be considered. There is plenty of international experience, which shows the benefit
of integrating two budgeting processes to achieve the national goals.

Inappropriate budget classification is another constraint that hampers the function of budgeting
department. In most cases budgets are prepared on line-item basis, and it is not easy for budget
officers to examine the contents and purposes of the prepared budget. Budget officers can only
follow what has been done in the previous years. In order to make budget preparation process more
meaningful, it is necessary to shift from line-item approach toward activity based approach. Budget
Norm should be unified, and the COA and Budget Nomenclature are required to be elaborated,
accordingly.

Moreover, the weak National Treasury and its poor cash management should be the
fundamental problem of PFM in Lao PDR. Currently, the country has a highly decentralized
system of PFM. Over 40% of the budget is assigned at the sub-national level, and 60% of total
revenue is collected by provinces. The provincial Governor has greater influence over the provincial

38) P42, “Lao PDR, Public Expenditure Review, Integrated Fiduciary Assessment”, May 2007, World Bank,
IMF, ADB, EC.
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treasury office, and provincial treasuries tend to retain revenues intended for the central government,
thus worsening cash constraints at the center. It is estimated that more than 3,000 government bank
accounts are operated by government agencies, including provinces and ministries, and the National
Treasury cannot determine the consolidated government financial position. It is difficult to for the
National Treasury to know how much collected and how much left in the account.  The results should
be duplication of expenditures, accumulation of arrears, general cash shortage to execute expenditure
as well as needless borrowing (Figure 4).
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Figure 4: Poorly Managed Public Financial Management

The government initiative for the centralization of National Treasury, Tax and Customs should
be supported, and a treasury single account framework should be devised. The authority of
National Treasury over provincial treasuries should be enhanced by centralizing tax and customs
(Figureb-2). Centralization of National Treasury also requires an integrated financial management
system. Moreover, inspection and auditing functions of MOF over provincial financial management
should be strengthened.  As a consequence, cash management of National Treasury becomes solid,
and it becomes possible to allocate public resources to priority sectors efficiently. An effective
mechanism of revenue sharing between central and local, and intra-government transfers could be

established under the centrally controlled treasury system.

—64-—



DRAFT Report for the Ministry of Finance

Preparatory Study for the Project of Capacity Building

for Public Expenditure Management Strengthening Programme
- Public Financial Management - by Hisaaki Mitsui

Centrally controlled

NATIONAL TREASURY

Solid cash management

Kip Kip
\\: ; Priority sectors Poor provinces

Inspection programmes districts
Auditing

Figure 5: Centrally Controlled Public Financial Management

5.2. Coordinated and Sustainable Transfer of Practical Knowledge to Local

Lao PDR is in the process of restructuring public financial administration and MOF has made
utmost effort to elaborate the system and introduce new procedures despite its limited human
resources. A number of new laws, decrees, instructions etc, have been issued or prepared.
Moreover, a variety of new policy tools or methodologies such as GFIS, MTEF, new COA, Budget
Nomenclature, etc. have been introduced as well, with technical and financial support of donors.

MOF departments have organized a variety of workshops or training courses to disseminate
newly issued decrees or newly introduced tools, but their impact is not clear. Although
representatives of provincial DOFs and district FOs attended these workshops or training courses, the
number of government officers who attended these workshops or training courses is limited. This is
because these workshops or courses are not regularly implemented, and often targeting only 'the pilot
provinces'. These workshops or training courses are usually vertically organized, so knowledge and
know-how of one department staff could not be easily shared be the other departments’ staff.
Follow-up of workshops or training courses at district level is also inadequate, so it is not clear how
the knowledge and know-how have been transfered in the district financial offices (Figure5-3).
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Figure 6: Uncoordinated and Fragmented Technical Transfer to Local

Instead of implementing uncoordinated and fragmented training programmes by each MOF
department, it is recommended that MOF should take more institutionalized and systematic
approach to organize workshops or training courses. The Personnel and Organizational
Department of MOF could be a focal point to coordinate or co-organize various workshops or training
courses of MOF departments (Figure 7).

The benefit of workshops or training courses can be shared by staff of various financial divisions
or offices, when the workshops or courses are well coordinated at the central level. Although
the work of MOF departments varies significantly, there should be common subjects that could benefit
many departments’ staff. Such coordination can also contribute to efficient use of overall HRD
budget of MOF departments.

Dissemination of practical knowledge to the local can become highly sustainable, if TOT
(training of trainers) method is systematically introduced. DDGs or senior technical staff of the
MOF departments can be nominated as the “first tier’ trainers. It is proposed that the participation to
TOT programme and development of training materials should be included in their work content (job
description).  After these officers prepare training materials and obtain skills to be trainers, they are
requested to transfer their own knowledge or skills to the ‘second tier’ trainers, who would include
senior financial staff at provincial DOFs and MOF school teachers. After these second tier trainers
receive the training and acquire similar skill, they are requested to provide training to their colleagues
and district financial officers. The practical knowledge at the central MOF department can be
systematically transferred to the local staff with this trickle down method. Personnel and
Organizational Department of MOF is expected to organize this TOT program.
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Figure 7: Coordinated and Sustainable Technical Transfer System

l Workshop, Training Periodical

Feedbacks,
Further training needs assessment

Periodical monitoring of the training should be valuable. This can be conducted by Personnel
and Organizational Department. Each province has officer(s) in HRD and HRM at Personnel and
Organizational Division. These officers should be mobilized to monitor the impact of training
programmes periodically. The results and findings of the monitoring shall be transferred to the MOF
department concerned visa Personnel and Organizational Department. These MOF departments can
utilize the feedback to elaborate their training programmes.

Box9: Knowledge Transfer to From Province to Districts

Provincial DOFs seem very active in transferring practical knowledge to financial officers
at Districts.  Finance Department of Luang Phrabang Province, for instance,
occasionally organizes workshops to provide information about newly issued laws or
decrees. Provincial finance officers usually instruct districts’ counterparts for three days
to one week at these workshops. The provincial DOF distributes manuals or references
to be used at the workshops. MOF staff members are sometimes invited to the
workshops as guest lectures. Due to financial or other constraints, however, only a
limited number of districts’ officers (one or two for each district) are able to participate to
these workshops. Directors of the district FOs wish to send more officers to these
workshops, because it is not easy to obtain practical knowledge from just reading
manuals, and always better to get training referring to manuals or references.
According to the directors, moreover, teachers of the MOF training college are not
suitable for the lecturers at these workshops, because “they are good at providing
theoretical instruction, but not necessarily familiar with the recent practical issues”.

Source: DDG and DG of District FOs at Luang Phrabang Province

Some issues are ready to be disseminated to the local, but some are still being elaborated or
developed. Based on the classification of PEMSP, the current status of project implementation is shown
in Table 5. It seems that subjects related to accounting would be ready to be disseminated to the local.
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Note: This report contains only a part of the preparatory study: main focus of this
report is human resource management and development (HRM/HRD) related
issues.
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Executive Summary

The first half of this report indicates findings from interviews and observation in central departments

of the Ministry of Finance (MOF), local departments/offices of finance and three MOF schools.

Findings in Central Departments of the MOF

HRM Policies: The Organization and Personnel Department tries to put “the right person in the
right place”, and to do so, the department is currently revising the job descriptions. It also focuses
on centralization of the personnel information which is not managed by any database at the

moment.

HRM Activities: The job descriptions which should be the basis of other HRM activities were
created in 2003 but have not been authorized yet. Recruitment is arranged by the Organization
and Personnel Department in accordance with the allocated quota from PACSA, but the final
selection is done by each department. Inter-department personnel transfer is rare in the central
level, whilst internal transfer within a department often occurs without clear rules. Evaluation is
based on the unified criteria and open discussion in each department. Promotion is available
when one obtains a higher academic degree in addition to the regular step advancement.

Needs for HRM: No specific requirement for the Organization and Personnel Department was
expressed. While all departments claim the lack of personnel, needs for personnel transfer varied.
Strong expectation for direct management of the local level staff was shown in the three
departments under the centralization process: Tax, Treasury, and Customs.

HRD Policies: No comprehensive strategy or plan of HRD as an organization can be found apart
from the current focus on upgrading academic degrees of the staff. The linkage between HRM
and HRD is weak.

HRD Activities: People are encouraged to take courses to upgrade their degrees. As for practical
training, on-the-job-training (OJT) is the mainstream, although internal training activities can
also be observed in some departments. Donors assist different departments individually.

Needs for HRD: Different needs seem to exist for academic training in different
functions/departments. Meanwhile, strong short-term needs for training are often expressed so as
to nurture the newly required knowledge and skills, some of which are being addressed in the
department level. Reputations of training provided by donors are usually not good because the
contents are often irrelevant to the situations of the Laos.
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Findings in Provinces and Districts

m  HRM Policies and Activities: Lack of personnel is often covered by the contracting staff.
Academic requirements for recruitment have been upgraded as to follow the job descriptions
which are not yet authorized. The processes of HRM activities such as recruitment and transfer
are not unified among different regions. The smaller offices where jobs are not complicating
seem to be relatively well managed compared with larger offices.

m  HRD Policies and Activities: Upgrading academic degrees is broadly encouraged, and many staff
is attending the courses of the MOF schools.  Practical training is based on OJT. It is noteworthy
that provinces attempt to support districts so as to address their short-term training needs.

m  HRM/HRD Needs: As for HRM, more sophisticated management is required in larger offices. In
terms of HRD, although academic degrees may be helpful for practices, the main incentives for
the staff seem to be salary increase and promotion rather than practical needs. Short-term training
needs are huge in the local level to follow up the new regulations and operations. The staff in
remote areas that can not access to the provincial support heavily relies on the manuals.

Findings in the MOF Schools

m  Courses: All of the courses have been upgraded to provide the higher diploma degree. While the
‘linkage’ courses for upgrading diploma degree to higher diploma are mainly provided for the
MOF staff, the regular courses are targeted at the high school graduates. Only the Vientiane
school has a BA course, which is fully supported by the Viethamese MOF.

m  Capacities: Physical situations as well as the qualities of teachers are severe especially in the
Luangprabang school. Many of the teachers do not have practical experiences. A few MOF and
DOF staff is assigned to teach, but only in the Vientiane school. The World Bank is supporting
the renovation of the Champasack and the Luangprabang schools.

m  Expectations of the MOF: The schools enjoy a good reputation among the MOF staff, but they
are not expected to be a practical training provider.

The second half of the report provides analysis and recommendations of the consultant based on the
findings. Issues to be concerned are identified as follows;

Issues to be Concerned

(1) Insufficiency of the Personnel Number: The insufficient number of personnel is recognized, but
the situation needs to be confirmed by further investigations. The ethical problem of utilizing the
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contracting staff that is not subjected to the Civil Law should also be concerned.

Lack of Complete Personnel Data: The complete and unified personnel data collection is an
important issue to be addressed.

Implementation of Job Description: Further revisions and implementation of the job descriptions
are required.

Inadequacy of Recruitment and Appointment: Recruitment and appointment do not follow the
criteria set in the unauthorized job descriptions, which leads to irrelevant allocation of personnel.
Different recruitment systems in the local level may cause capacity gaps among regions.

Irregular Personnel Transfer: The lack of clear policies and standards for transfer is not ideal not
only for the personnel themselves, but also for the continuities of the organizations.

Relevance of Personnel Evaluation: Issues of the evaluation system can be identified both in its
unified criteria and in its unclear process. The evaluation results are not linked to other HRM and
HRD activities apart from rewards and promotion.

HRD : Long-term Strategy: An organizational-wide, long-term vision of HRD is missing in the
MOF. Although upgrading the academic degrees of the staff is addressed, it is not sure if such an
attempt may contribute to daily operations.

HRD: Short-term Needs: Dissemination of new regulations down to the local level is a
commonly felt urgent task in operational departments. Systematic training provision and
sophisticated, user-friendly manuals may be both required to meet the short-term needs.

Communication between HRM, HRD and Other Departments: Although good practices of HRD
can be found in individual departments, they are usually ad-hoc basis and not really shared with
other departments. A missing link between HRM and HRD within the Organization and
Personnel Department is also an issue to be concerned,

(10) Unsuccessful Donors’ Assistance for HRD: Preferable impacts of donors’ assistance seem to be

hardly achieved so far. The MOF does not collect and manage information of these donors’
activities, which is also a problem.

(11) Unclear Mission of the MOF Schools: The objectives of the MOF schools include the

contribution to higher education in the field of finance, and the direction of how to utilize these
schools for HRD of the existing staff is still ambiguous. (The mandates of the schools are being
revised at the moment, though.)
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Finally, recommendations are proposed to address the issues shown above.

Recommended Solutions for the Issues

M)

)

@)

(4)

®)

(6)

()

Emphasis of the HRM/HRD Function: It is crucial for the Organization and Personnel
Management Department to play a leadership role in HRM and HRD management, so as to
consider strategic solutions for the inter-related issues.

Information System on HRM/HRD: Collecting and storing all adequate personnel information in
the Organization and Personnel Management Department is necessary to realize unified and
consistent management. It is recommended to establish a relevant reporting system on personnel
information to prepare for the future introduction of a personnel database, which is planned in

other programme.

Alignment of HRM/HRD Policies and Activities: HRM activities are all interrelated with each
other, which, in turn, need to be linked to HRD. Some technical improvements are recommended
to each HRM activity.

Establishment of a Long-term Strategy of HRD: A long-term perspective of HRD as a whole
organization is crucial in implementing the consistent HRM and HRD activities. In this regard,
practical knowledge and skills which are required to each level of the staff, as well as expectable
career paths within the ministry, should be identified and set; and these, in turn, are to be
reflected to the HRM/HRD practices.

Alignment of Individual Trainings with HRD Strategies: Along with the long-term strategy, short
to mid-term HRD plan in each line department should be set, so as to make individual training
events align with broader direction. A HRD planning process is proposed (Figure 10), which is
based on training needs assessment (TNA) in each department.

Training Dissemination Mechanism and Manual Development: As for implementation of the
training designed in the proposed process, building up a dissemination mechanism to the local
level is recommended, especially in counting the current urgent needs described earlier.
‘Learning transfer’ should be concerned in this dissemination process. Manual development is
also significant for the remote districts.

Capacity Building and Utilization of the MOF Schools: Whatever will be the new mandates and
the direction of the schools, there is a potential for the schools to be utilized as focal points of
HRD activities of the MOF. However, the capacities of the schools need to be enhanced at the
same time if they will have such an additional function.
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A list of Conducted Interviews

Date/

November Contents

6, Tue | Tokyo -> Vientiane

Personnel and Organization Management Dept.
7, Wed | PACSA (Mr. Yamada)
Fiscal Polity Dept.

Inspection Dept.
Tax Dept.

8, Thu | Accounting Dept.
Customs Dept.
PFMSU (Ms. Sifon)

External Financial Relations Dept.
EC (Ms. Juana)
9, Fri | The World Bank

Treasury Dept.
Budget Dept.
10, Sat
11, Sun
Vientiane — Pakse
12 Mon Department of Financ_e, Salavan Province
’ DPI, Department of Finance
Budget Office, Department of Finance, Salavan Province
Tax Office, Department of Finance, Salavan Province
13 Tue F!nance Off!ce, Salavan Di_stri_ct
’ Finance Office, Longam District
MOF School in Champasack
Pakse — Vientiane
14, Wed Vientiane — Luangprabang
15. Thu MOF School in ITuangprabang _
’ Department of Finance, Luangprabang Province
16. Eri F!nance Off!ce, Chom Phet Distr!ct.
' Finance Office, Luangprabang District
17, Sat

18, Sun | Luangprabang — Vientiane

19. Mon MOF School in Vientiane
’ Personnel and Organization Management Dept.

Group interviews with staff level of each department
20, Tue | I: Inspection Dept., Tax Dept., Accounting Dept., Customs Dept.
I1: Fiscal Policy Dept., External Financial Relations Dept., Treasury Dept.

21, Wed | UNDP (GPAR)

22, Thu | Occasional Date

23, Fri | Final Report (Human Resource Development)

24, Sat

25, Sun | Vientiane — Narita
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2. Findings from Interviews: HRM/HRD in Central Departments

In this chapter, findings of HRM and HRD in central departments of the Ministry of Finance (MOF)
are indicated based on the interviews with Directors or Deputy Directors of operational departments.
Some information was also provided by the Organization and Personnel Department of the MOF.

2.1. Organization and Personnel

The MOF is composed by 11 departments and the cabinet, as is shown in Figure 1. Two public
companies and three schools (to be discussed in 4.) are also under their jurisdiction.

Minister
Deputy Minister [ === Deputy Minister
> Cabinet ™ Tax Dept. — Budget Dept. ,| Public Private
Lottery
Treasu
— Personnel Dept. | Customs Dept. ] Deptry Insurance
Company
> Inspection Dept. 1 StaltseApfset External
L Financial > VT Finance
, , N — Relation Dept. School
| _,| Fiscal Policy Enterprise Financial
Dept. Management Dept.
L Pr Finance
L,| Accounting School
Dept Vientiane Capital Finance and Provinces
| .| Chps Finance
Finance Districts School

Source: Made by the consultant based on the information provided by the Organization and Personnel
Department.

Figure 1. Organizational Chart of the MOF

In October 2007, the MOF has 4,557 staff in total: 621 are serving to the central ministry, whilst 3,936
are located in provincial departments of finance (DOF). Table 1 shows the numbers of staff in central
departments based on the information collected in interviews, which are broken down to individual
divisions and academic backgrounds. In 2007, the Enterprise Finance Department was separated from
the State Asset Management Department, while the Land Management Department was transferred to
the Prime Minister’s Office (PMO).
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Table 1:  Number of Staff and Academic Backgrounds
Academic Backgrounds
Department/ Divisions Staff Higher *
PhD MA BA Diploma Others
Organization and Personnel
Management Department 20 ) 2 8 3 !
Inspection Department 34 -
Fiscal Policy Department 22 2 7 about 10 about 3
Accounting Department 23 4 14 1 4
Tax Department 66 - 8 30 13
Custom Department 150 -
Budget Department 24 1 3-4 about 14 5 | -
Treasury Department 58 - 7 10 about 41
External Finance Relation
Department 24 1 4 17 2 )
State Asset Management the
Department '
Enterprise Finance the
Management Department '
Total 602** 6 50 175 71 300

*  Mainly, diploma holders.
**  The number does not match with the total number of the staff shown above (621) because of failures of
reporting.
Source: Made by the consultant based on interviews with each department and the information provided by the
Organization and Personnel Department.

Some departments have counterpart offices and staff in provinces and districts as shown in
Table 2. Since these staff is under the supervision of governors of provinces and districts,
personnel related data have been often unreported to the central departments. As a result of
centralization movement, however, those dealing with tax, treasury and custom are going to
be reported to respective central departments in coming years*”. This change is welcome by
the central departments, as it is expected to make personnel management easier for them.
Majority of local staff hold higher diploma or diploma, as is to be explained later in 3.

Table 2:  Number of Local Staff under the Central Line Departments

Function Province | District Total
Organization and 2~3 in each province/district
Personnel Management (normaly, as an office/unit of administration) i
Inspection around 200 0 around 200
Accounting 50 0 50

1,870 (including 485

Tax i i contractors)
Custom - - 800
Budget 2~3 in each province/ district -
Treasury 321 316 687
State Asset Management thc. thc. thc.

Source: Made by the consultant based on interviews with the MOF.

40) The centralization process of tax was started in 2007, while that of custom and treasury has not been

announced yet.

—-83-



DRAFT Final Report for the Ministry of Finance
Preparatory Study for the Project of Capacity Building

for Public Expenditure Management Strengthening Programme
- Human Resource Development - by Risako Ishii

2.2. HRM Policies of the Organization and Personnel Management Department

HRM policies and activities are taken charged by the HRM Division of the Organization and
Personnel Management Department. The HRM Division tries to put “the right person in the right
place” in the MOF. As a mean to achieve it, they are currently revising job descriptions of the whole
staff to make them follow the restructuring of the ministry.

The Department also tries to centralize the information on the personnel. They collects basic
information of the personnel in the central ministry, provincial departments and district offices; name,
date of birth, academic background, department/division, status and so on. Based on this information,
the HRM Division plans to manage personnel allocation of the local level as well as the central level,
S0 as to adjust the personnel number in each level (3.1.).

Once they introduced a locally developed database, but since it was broken, they have not used any
electric database.

2.3. HRM Activities
2.3.1. Job Description

The whole set of job descriptions was formulated in 2003, partly supported by the Governance and
Public Administration Reform (GPAR) project of the United Nations Development Program (UNDP).
It contains the job title, the status, tasks, personalities, academic condition and required experiences

and so on.

The academic condition shown in the job description is based on the respective status (Grade/Step: to
be explained in 2.3.3.) required for the job title. Such condition is based on the requirements for each
status defined in the Decree on Civil Service (No. 82) as of 2003. The job description is said to be
fully applied to the existing staff by 2020. In other words, if a person in a position can not meet the
requirement by then, he or she needs to leave the position. However, it has not been signed and
implemented so far, in spite of the great deal of efforts made for its compilation.

2.3.2. Recruitment and Appointment

The Organization and Personnel Management Department deals with the annual recruitment; allocates
quota given by the Public Administration and Civil Service Authority (PACSA) to the central
departments and provinces, announces to the public, conducts the recruitment examination, which is
made by the Recruitment Committee formed in the ministry, and shortlists applicants. Subsequently,
departments conduct interviews to select applicants from the short-list. Once an applicant is selected,
he or she will be hired as a probationary staff, or the ‘95% status staff’ with paid 95% of the regular
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salary, and will be trained on the job for 3 to 18 months depending on his/her academic degree®.

The salary of the new staff is determined by respective salary index of each Grades (I to V) and Steps
(1 to 15) to which they are classified in accordance with their academic backgrounds*?. For example, a
two-year diploma holder is located to Step 5 of Grade Ill, the lowest grade for professional staff,
whilst a master holder would be classified to Step 5 of Grade IV at the initial stage when they are

recruited.
Table 3: Grades and Steps of the Civil Servants
Steps Level 1 Level 2 Level 3
Grades 1 | 2|3 |4|5 |6 |7 |8 |9 |10|1 |12 13|14 | 15
Vv
\%

* Grade | and Il are applied to the technical staff, while Grade I11 to V are applied to the professional staff.
Source: Made by the consultant based on Article 6, Chapter 1, Decree No. 82.

Majority of the central staff are recruited by the ministry as new graduates, partly because this salary
system of civil service, in which work experience in the private sector is not counted at all.

As for personnel appointment of the managerial level, while the minister and general directors are
appointed by the Prime Minister, deputy directors and chiefs and vice chiefs of divisions are appointed

by the minister*.

Although recruitment and appointment is supposed to be based on the job description, it is not fully
implemented because of the delay of authorization of the job description. Nevertheless, the academic
degrees of new staff have been upgraded in the past several years.

2.3.3. Personnel Transfer

There is no clear rule or regulation on the personnel transfer of the MOF staff, apart from the Chapter
X of Decree No. 82, which defines that the transfer should be based on the job requirement and be
approved by the management. In practice, personnel transfer is requested by the department with a list
of candidates and is determined by the Organization and Personnel Management Department.

41) Article 48, Chapter VIII, Decree No.82. Although the Decree sets the probationary period up to 12 months,
the MOF set it 18 months for MA holders.

42) Article 40, Chapter VIII, Decree No.82.

43) Adocument provided by the Organization and Personnel Department.
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The current situation of transfer is different in each department. Generally speaking, inter-department
transfer does not happen so often in the central ministry except in the departments which were
established recently, such as the Fiscal Policy Department and the External Finance Relation
Department, and in managerial departments including the Organization and Personnel Management
Department.

Meanwhile, some line departments tend to have vertical transfer between the center and provinces. In
this regard, the Treasury Department traditionally sends new graduates to provincial offices as a mean
of on-the-job-training (OJT), and the Tax Department has started to send the Chiefs of Tax Offices in

four selected provinces since the centralization process was implemented.

The frequency of internal transfer (or inter-division transfer) is also varied among departments.

In any of these cases, transfer may occur irregularly within a short period of time as a result of the lack
of rules. Addressing this point, the Treasury Department is currently drafting a department rule on
inter-division transfer to set clear standards of transfer and a minimum duration of service in one
position.

2.3.4. Personnel Evaluation

Personnel evaluation is conducted twice a year in each department following the guideline provided by
the Organization and Personnel Management Department. The evaluation is five-point scale from
‘unacceptable’ to ‘excellent’. The unified criteria of evaluation are shown in a standardized evaluation
format as well as the guideline, but some other criteria may be added in each department.

Regarding the evaluation process, the standardized format is filled in by the staff themselves first,
which is followed by an ‘open discussion’, where each staff reports one’s self assessment in front of
all members of the department and is given comments on it by the colleagues. Then, evaluation marks
of each staff are considered by the evaluation committee, which is consisted of a deputy director,
chiefs of divisions and heads of the three mass organizations. After consulted with the party, the final
marks are approved by the director to be submitted to the Organization and Personnel Management
Department. The finalized marks are used as a basis of promotion and rewards.
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Table 4 :  Unified Criteria of the Evaluation Form

I. Political Attitude

)
2
@)

Balance and political attitude

Commitment to new policies

Commitment to protecting directions or new policies of the party and the
government

I1. Management Skills

M)
)
®)
(4)
()

Capabilities of analyzing the current situations and predicting the future
in his/her organization/department

Capabilities of setting objectives, policies, directions and performance
target in his/her organization/department

Capabilities of organizing, improving and managing his/her
organization/department

Capacities of managing, supervising and monitoring personnel in his/her
organization/department

Capacities of mobilizing and encouraging colleagues to realize and
execute policies and directions of the party

I11. Professional Aspects

)
2
(©)

KSA (knowledge, skill and ability) of assigned tasks
Responsibilities for assigned tasks
Creativities to perform tasks and to achieve higher outcomes/outputs

IV. Moral Aspects

)
)

®)
(4)

()
(6)

Execution of the party rules, public laws and other regulations
Economization: protecting the party-owned properties, the state-owned
properties and other public properties

Submissive character: being a good listener and respecting colleagues
and the public

Unification of internal and external persons

Transparency and integrity

Trusts of the public

V. Work Organization

M)

(2)
(©)

Execution of democracy and teamwork: in parallel with being
responsible of individual tasks

Skills of planning and supervising

Evaluation and utilization of lessons learned to improve job performance

V1. Task effectiveness

)
(2)
®)

Effectiveness in supervision

Effectiveness in outcomes/outputs of assigned job
Effectiveness in transparency and strengths of his/her
organization/department

Source: Made by the consultant based on the information provided by the MOF.

2.3.5. Promotion and Rewards

Normally the staff is given one-step advancement in the grade/step table shown above (Table 3) every

two years, but if one obtains the highest mark or low marks in the evaluation continuiously, the marks

may affect to this step advancement*”. When one reaches to Step 15 of Grade I to 111 and stays in the

position for three years, he/she can be promoted to Step 8 of the next grade*®. Grade promotion is also

based on the obtained or upgraded academic degrees. According to the Decree No. 82, promotion

examination can be another option for the promotion from Grade Il to I11, or Grade 111 to IV. Such an

examination is, however, not implemented in the MOF. Since a salary index is set for each

44) Article 66, Chapter VIII, Decree No.82.
45) Although the Decree does not define the automatic step advancement from Grade IV to Grade V, in practice,
those staying in Step 15 of Grade 1V can be promoted to a relevant step (usually step 8) of Grade V.
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grade/step, it can be said that the salary of the staff is determined by academic backgrounds, seniority

and evaluation marks.

In addition to the promotion and salary increase, the MOF provides high performers with some sorts
of awards as a reward to motivate the staff.

2.4. Needs of Operational Departments for HRM

During interviews of this study mission, not specific request for the Organization and Personnel
Management Department was expressed by the operational departments. Although nearly all of the
departments have difficulties with the lack of personnel, they understand the problem is caused by the
quota system of PACSA.

Different needs exist as for personnel transfer, but since transfer is requested by the department
anyway, there is no complaint to the Organization and Personnel Management Department regarding
this. Inter-department transfer is not preferred in most departments mainly because it would be an
impediment to nurture professional knowledge and skills. Because the operations of each department
are quite specific, the management of central departments tends to expect specialists rather than
generalists. Vertical transfer is taken as a policy in some departments. Those who have experiences of
transfer in the provincial level also admit that to know the local situation was useful for their career.

The three departments under the centralization process show strong intention to manage local
personnel directly by themselves. Their concern is in that they have not been able to grasp full
information of the local level so far, because they could access such information only through the
HRM Division. As a matter of fact, however, the problem is not in the HRM Division: the division
itself has found it difficult to collect adequate data from corresponding offices and units in the local

level.

2.5. HRD Policies of the Organization and Personnel Management Department

The HRD Division is in charge of HRD related policies and activities in the ministry. For example, all
of the donor support for training is passed through this division and the division receives feedback

from participants of training events.

No comprehensive strategy or plan of HRD, however, is set up in the organization. One direction is to
upgrade academic degree of the staff, to which much efforts are being made with setting numerical
targets. This direction is attributed to the fact that many of BA or higher diploma holders, who studied
abroad, such as in Vietnam, Germany or Soviet, are getting older, while the younger generation has
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weaker academic background, partly because of the limited number of higher education institutions
that provide degrees in finance.

Apart from that, HRD related activities for new and existing staff have been basically left to individual
departments. To be fair, the HRD Division, as well as the Organization and Personnel Management
Department as a whole, fully realize the necessity of strategic HRD based on the proper assessment of

training needs.

HRD policies and activities are not much linked with those of HRM. HRD related information, such as
the history of academic and practical training, is also gathered only to the HRD Division.

2.6. HRD Activities

In terms of academic training, the staff is encouraged to upgrade their degrees either by taking
academic leaves or by attending part-time courses. Some staff goes to the evening BA course of
accounting in the National University of Laos, supported by the ministry.

Though most of the central departments conduct practical training in the form of OJT, some
remarkable practices are found in operational departments. For example, the Inspection Department
conducts workshops several times every year, in which the staff both in the central and the provincial
level exchanges experiences. The Accounting Department, on the other hand, has organized internal
workshops to follow up the revision of the Accounting Law, which is planned to be disseminated to
the provinces. These are the activities held within a department, and not involving the HRD Division
and other staff in the ministry.

In addition, as have been mentioned earlier, there are various donors supporting different departments,
such as the Swedish International Development Agency (SIDA) for the Tax Department, the European
Commission (EC) for the Inspection and the Treasury Department, and the Asian Development Bank

(ADB) for the Accounting and the Budget Department etc*®.

2.7. Needs of Operational Departments for HRD

Needs for academic training are varied among interviewees of this study. From our observation, those
who are involved in the intellectual operations such as drafting regulations or analyzing economic data
strongly agreed that academic training helps them with obtaining broader perspectives in the field. On
the other hand, some operational departments, such as the Accounting Department and the Customs

46) Details of various donor supported HRD activities are to be examined in the other part of the report of this
study.
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Department, claimed their jobs are highly practical and requires experiences rather than academic

degrees.

Meanwhile, short-term, urgent needs for training are much more frequently expressed in the interviews
in operational departments, because new knowledge or skills are increasingly required by the on-going
restructuring and revisions of regulations. These kinds of needs are usually addressed by the internal
training activities within the department, but the departments obviously need organizational support to
these activities. Particularly, dissemination of such knowledge and skills is a commonly recognized
task for the departments.

In addition, IT skill and language skill are those most frequently referred skills that the departments

require.
Training or seminars provided by donors do not enjoy good reputation in terms of practical

effectiveness. Although they offer knowledge of international practices, much of the contents are often
irrelevant to the situations in Laos. In this regards, Vietnamese practices seem to be accepted easily.
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3. Findings from Interviews: HRM/HRD in Provinces and Districts

The findings given in this chapter are mainly based on the field visits to two provinces (Slavan and

Luangprabang), where interviews were conducted with the DOF and district offices of finance.

3.1. Organization and Personnel

Typical organizational structures in the DOF and the Office of Finance are shown in Figure 2
and 3.

Director

Deputy Deputy
Director Director
Tax Customs Budget Inspection Accounting
Office Office Office Office Office
Treasury Administration State Asset
: : Management
Office Office 4

Office

Source: Made by the consultant based on the interviews in provinces.

Figure 2: A Typical Organizational Chart of a Provincial Division of Finance

Head of Office

Deputy Deputy
Head Head
Treasury Tax Budget N?;?: érsnseer: t Administration
Unit Unit Office o Unit

* The district offices located near the provincial department may not have the
Treasury Unit, as the function is covered by the DOF.
Source: Made by the consultant based on the interviews in districts.

Figure 3: A Typical Organizational Chart of a District Office of Finance
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As have been mentioned, functions of tax, customs and treasury are to be supervised directly by the
respective departments of the MOF. After this centralization process is implemented, the status of
Directors or Heads of these offices or units will be equivalent to Deputy Director of the DOF or
Deputy Head of the Office of Finance.

The lack of personnel number is even severe in the local level. In particular, the district offices find it
hard to obtain the PACSA quota. It is said the provinces often keep the quota allocated from the central
ministry for themselves without sharing it with the districts (, though such situation was not found in
both of the provinces to which the study mission visited). The personnel are frequently covered by the
contracting staff that except to be the full time staff once the quota is available.

3.2. HRM Policies and Activities

Although the job descriptions were made for the staff in the local level, they are not authorized and
implemented as is the case in the central ministry. Nevertheless, academic requirements in recruitment
have been notably upgraded by now. For example, the DOF of the Luangprabang Province does not
accept any high school graduates, who occupied 30% of new comers in the DOF three years ago.
Actually, the minimum academic requirement of all new staff in the DOF and the Office of Finance
has turned to be a diploma. Only in the district offices in remote areas, where a special measure is
taken to secure personnel, high school graduates may be accepted.

The process of recruitment is not unified in the provincial and district levels. While some provinces
conduct the recruitment activities both for the provinces and districts under them, other provinces let
districts holds their own recruitment. Appointment is conducted in accordance with the Decree N0.82,
but in practice, main decisions are made by the Director of the DOF or Head of the Office of Finance.

Personnel transfer also takes various forms in different provinces and districts. There used to be
transfers with other governmental sectors, such as education and military, based on the decisions of the
governors. In the Luangprabang Province, the personnel in tax, treasury and customs offices used to be
rotated in every three months, which is adjourned until the full implementation of decentralization.
These practices are the points to be reconsidered under the centralization process.

Meanwhile, in small offices of finance in the district level, especially where economic activities are
not active, personnel are hardly transferred even within the offices. They do not need it because the
small number of the staff knows the job of each other in details, thus they can substitute their
colleagues whenever required, and the organization is rather flexible. From our observations, such
smaller offices are relatively well managed compared with bigger and busier offices.
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3.3. HRD Policies and Activities

Both in the provincial and district level, upgrading academic degrees is an issue that the staff are
encouraged to address so as to meet the academic conditions set in the Degree No.82 and the
respective job description. In particular, the remote districts where the special quotas were allocated to
high school graduates need to send the staff to conduct a diploma or a higher diploma course which is
usually a full time course.

Many diploma holders are currently attending what is called a ‘linkage course’ of the MOF schools to
upgrade their diploma degree to higher diploma. Some province provides incentives and supports to
the staff to attend this course, but the amount is limited. Majority of the fees are funded by the staff
themselves, though they can have a cheaper rate for the MOF staff. Since the course has the upper age
limit of 45 years old, senior staff is out of this scheme. Instead, a lower diploma is provided by the
MOF to those graduated from the high school and has served to the MOF, the DOF or the Office of
Finance for a long duration.

Practical training is usually based on OJT in the local level as well. It is noteworthy, however, the
provinces attempt to support HRD in the district level quite actively. Whenever the new regulation is
announced, they invite the district staff in the jurisdiction to share required knowledge to them.

3.4. HRM/HRD Needs

In terms of HRM, smaller offices are managed relatively well as have been mentioned earlier. More
sophisticated management is required maybe in the larger offices and departments whose operations

are much more complicating.

As for HRD, academic upgrading is recognized a significant task in the local level, but this seems to
be mainly motivated by its impacts on their salaries and promotion, even though many staff that attend
the linkage course agree that their learning at school help with their daily operation. It maybe true in
the case of high school graduates who do not have any financial background: in one district, where
most of the staff joined the office as high school graduates, they say learning at the school have
provided them with broader perspectives; and they can now understand the documents provided by the
province or the ministry, which they used to have difficulties to follow. Nevertheless, in other
departments and offices, what is felt as advantages of the school is mainly related with information
shared with other students from other region, which could be achieved though inter regional training

events.

Along with the long-term academic upgrading, huge demands for short-term training exist in the local
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level, especially to follow up the new regulations and operations. The workshops held by the
provincial staff are quite repetitive in districts, but for the remote districts, it is not enough to attend a
few-day seminar to understand all they need. Whilst the districts near the provincial department often
visit to the department staff to be tutored by them, the staff from the remote districts cannot help
relying on the manuals and documents.

The staff in the province level also needs further training to follow the changing situations. Nearly all
of the interviewees agreed with that the most appropriate lecturers are the staff in the central level.
They do not need to have Directors, but if the technical staff could assist them, it would be quite
helpful for them.
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4. Findings from Interviews: HRD through the MOF Schools

Finally, the findings are indicated based on interviews and observation in three MOF schools:
Vientiane, Champasack and Luangprabang.

4.1. Courses of the Schools

The courses set in the three MOF schools are shown as below. Many of the courses have been
restructured in the past several years. Currently, all of the courses came to provide the higher diploma

degree®”.

Table 5: Courses of the MOF Schools and No. of Registered Students
(% shows the ratio of those from the MOF, the DOF or the Office of Finance)
Vientiane Champasack Luangprabang
Regular Course (3 yrs) 1,100 800* 310
9 y (nearly 0%) (nearly 30%) (nearly 0%)
. . 70
Linkage Course - full time (2 yrs) - - (nearly 100%)
. 200 30
Linkage Course - weekend (1.5 yrs) - (100%) (nearly 100%)
. . 200 800 59
Linkage Course - evening (1.5 yrs) (70%) (80%) (n.a)

* Includes the students of two grades, because the course was started in 2006. (Other courses were
launched in 2007.)
Source: Made by the consultant based on interviews with the MOF.

The regular course used to be a two-year diploma course, which was upgraded to three-year higher
diploma course. The course is basically provided for high school graduates, so as to contribute higher
education in the field of finance of the country, since there are not so many institutions to provide such
education especially in local areas*®. Only in the Champasack school, 30% of the students are the
non-managerial staff, who serve in the DOF or the Office of Finance in a remote province or district.

The course is quite popular among high school students, partly because of its curriculum which
includes English and IT. It is said many graduates apply for the MOF or the DOF, but not so many
graduates are actually recruited by them. Thus, graduates seem to join either to private companies or
other governmental agencies*®.

47) Only one course for diploma remains this year.

48) In this regard, there are some vocational schools run by the Ministry of Education (MOE) which have
faculties of accounting and a number of the MOF staff is actually graduates of this MOE schools.

49) The schools do not have accurate information on the graduates’ careers, but the Vientiane school prospects
that nearly half of the graduates work in the government sector.
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Meanwhile, the ‘linkage course’, started from 2007, is designed for the MOF staff that has already
held a diploma degree. The full time and weekend courses are provided for the staff in the managerial
level, whilst the evening course is opened for all staff. These courses are used for upgrading academic
certificates of the staff in the nearby provinces and districts.

All courses have an enrollment quota for each province and district. The conditions for application are
that the applicant is under 45 years old, and that he or she is a diploma holder in the case of the linkage
courses. Selection is conducted by the administration offices or units that consult with the applicants’

evaluation results.

In the Vientiane school, a four-year BA course was introduced in 2005, supported by the Vietnamese
Academy of Finance under the Vietnamese Ministry of Finance®”. Since the BA degree is provided
from the Vietnamese Academy of Finance, the curriculum and lecturers of this course are not
supervised by the Ministry of Education of Laos. All of the lectures are provided by Vietnamese
lecturers based on the Vietnamese curriculum, which are always interpreted by the MOF staff into
Lao. The tuition fee is free as it is also supported by the Vietnamese MOF, and 70 % of the students
are the MOF staff, whilst the rest are from different ministries.

4.2. Capacities of the Schools

Among the three schools, the capacities of the Luangprabang school is weaker than other two.
Physical situation of the class rooms and dormitories are quite severe, and the quality of teachers is
also poor.

Table 6 : Teachers of the MOF Schools

Vientiane Champasack Luangprabang
MA 3 1
BA 15 nearly all 9
Higher Diploma 5 7
Diploma - 10
None 2 (staff) 0
Total 25* 56 27

* Includes seven teachers dispatched by the MOF, but excludes lecturers of the BA course who are
all Vietnamese.
Source: Made by the consultant based on interviews with the MOF.

As for teachers, nearly 50% of those in the Champasack and the Luangprabang schools have some

50) The course will provide the degree to the first gradates in early 2008 and 80 students are expected to obtain
the BA. They will have finished the course within three years, because they were about to finish the
diploma course when they joined this BA course.
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practical experiences in the DOF. On the other hand, most of those in the Vientiane school do not have
work experiences apart from the teaching job. In this regard, the school accepts seven staff from the
MOF or the DOF who is assigned to teach there for two or three years. Many of them are managerial
level staff and are expected to teach practical aspects of public finance. Both of the Champasack and
Luangprabang schools recognize the necessity to introduce up-to-date information from the active
staff in the central ministry. The Luangprabang school invites some MOF staff to the regular course
for a several hour workshop, which is also planned in the Champasack school.

The curriculum is revised every year in August to follow the revisions of regulations, which is
approved by the Minister of Finance and authorized by the Minister of Education. But this process is
mainly conducted by the Vientiane and the Champasack schools.

As for school finance, all of them are dependent on the MOF. Only the management costs are covered
by the tuition fees which are determined in each school. Normally the MOF staff can get good
discounts.

The World Bank is currently tries to support the Champasack and the Luangprabang schools, mainly
in terms of school infrastructures. They also plan to assist curriculum development, but it is not
confirmed yet. Infrastructures of the Vientiane school are renovated with the support from Vietnam.

4.3. Expectations of MOF staff towards the Schools

The reputation of the Champasack and the Luangprabang schools are both quite good in the provinces
and the districts to which the study mission visited. The students seem to enjoy their education, which
is hardly provided in other private schools.

However, based on our interviews, what is expected to the schools is mainly provision of the degrees

and is not provision of practical training. The reasons for it include backgrounds of teachers, most of
whom do not have practical experiences, as well as the physical capacity of the schools.
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5. Issues to be Concerned

Based on the findings shown in Chapter 2, 3, and 4, issues to be concerned in HRM and HRD of the
MOF are specified as follows;

5.1. Insufficiency of the Personnel Number

The insufficient number of personnel is recognized as a huge impediment to the operation both in the
central ministry and local departments and offices. It may be true that the number allocated by PACSA
is too limited compared with the appropriate number, with which the MOF would be able to fully
implement its mandates. However, this problem cannot be confirmed without the relevant information
on personnel throughout the country. For example, the Custom Department admits that the number of
their local staff may be sufficient but the problem exists in the quality of the staff. Another example
was also witnessed in our visit to one provincial department of finance, where only one personnel was
stationed in an office as a result of academic leaves of his three other colleagues. These problems are
never addressed just by increasing the number of the staff.

In practice, the lack of personnel number is often covered with contracting staff, which seems to have
another issue to be concerned. Since contracting staff is not subjected to be the Civil Law, it may be
ethically problematic to have a large number of contracting staff in technical positions.

5.2. Lack of Complete Personnel Data

Related with the first point addressed above, personnel data of the central ministry, provincial
departments and district offices are neither completed nor unified. Although all information on
personnel is supposed to be reported to the Organization and Personnel Management Department
through offices or units of administration, they are not complete especially in the case of transfer or
termination of technical staff that are managed only by the local directors.

As for the three departments under the centralization process, it will be more efficient that the
personnel of the local level are managed by the center after the implementation of the process.
Nevertheless, one potential risk of this may be a too much independence of these departments in terms
of personnel management, since these departments are eager to deal with the local personnel
information directly even without involving the Organization and Personnel Management Department.

Another issue on personnel information is that the whole information is not shared within the
Organization and Personnel Management Department: while the HRM Division collects basic
personnel data, information on training is only held by the HRD Division, and therefore, two sets of
data are not matched. In this regard, a lack of personnel database may make the job of information
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management difficult in the Department.

5.3. Implementation of Job Description

Since the job descriptions have not been singed, requirements for particular positions are not yet
applied to recruitment, appointment and personnel transfer despite the intention of the Decree No. 82.
Furthermore, organizational restructuring in accordance with the centralization process will require

further revision of the job descriptions.

5.4. Inadequacy of Recruitment and Appointment

Recruitment and appointment do not follow the unauthorized job descriptions. As a result, it was
pointed out in some departments that staff often has no financial background, and therefore, needs
additional training after assigned to the MOF. The situation is problematic, as well as inefficient,
especially in operational departments where basic financial knowledge is crucial for daily job.

The same may holds true in the local level, especially under the situation where a unified recruitment
system is not applied to districts. This might bring with capacity gaps between districts in a long run.

5.5. Irregular Personnel Transfer

Problems of the current system of personnel transfer includes, first and foremost, clear policies and
standard of transfer are neither set nor implemented. As a result, personnel could be transferred after a
short period of service to other position in which they are required to perform totally new tasks.

One of the downsides of this irregular transfer is, of course, resulted in a difficulty for the staff to be
adapted to the new circumstances and to obtain new knowledge and skills. But even more importantly,
knowledge and skills obtained by a predecessor are usually not transferred to a successor, because they
are given neither time nor an incentive to conduct the handover, or a predecessor may not have enough
time to fully digest necessary knowledge and skills, anyway. This leads to a lack of continuity of the
organization as well as an inefficient accumulation of knowledge within the organization. On the other
hand, it is also reported that sometimes a personnel can not be promoted just because nobody can
substitute his or her current job.

The fact that needs for transfer are varied among different functions within the MOF: some prefer
keeping personnel at the same department to deepen their specialist skills, while others find occasional
rotation between the central and the provincial level useful to know the situations of each other, may
make the task of setting up a clear direction of transfer more complicating.
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5.6. Relevance of Personnel Evaluation

Generally speaking, main aims of personnel evaluation include rewarding the staff, motivating the
staff, and finding out the capacity gaps of the staff, which, in turn, will be addressed through HRD
activities. Though all of the factors are mentioned in the Chapter XI of Decree No.82, the current
evaluation system seems to be linked only to rewards and promotion, while other functions of

evaluation are rather weak.

One of the points to be concerned is that the standardized format of evaluation may not fit the
personnel in different departments, even though departments can make some modifications to it.
Setting adequate criteria of evaluation is important to motivate the staff to contribute to the
organizational achievements as well as to assess their capacity gaps properly.

Secondly, the process of self assessment and open discussion can be useful to make individual staff
realize what they need to improve, but the results of assessment are not necessarily linked to HRD

activities.

Finally, feedback of evaluation is not fully provided to the individual staff, since the mark is put by the
directors after the open discussion. Therefore, even if one finds the mark unfair, he or she does not
have a place to claim of it.

In addition, there seems to be some confusion of the concept of personnel evaluation within the MOF.
Whilst the current personnel evaluation does not necessarily assess operational performance based on
the objectives of the department, the Inspection Department tries to conduct what is called
‘performance evaluation’ of the staff in their inspection framework.

5.7. HRD: Long-term Strategy

Currently, HRD activities are not conducted along with an organizational-wide direction. A clear
vision of HRD: for example, a view to what kinds of personnel are to be developed within the
organization and how these personnel are to be trained, is not shared either in the ministry nor in the
departments,

One thing commonly recognized in every department and office is a necessity to upgrade academic
degrees of the staff so as to fulfill the conditions set in the Decree No. 82 and the job descriptions. At
this moment, level up of staff, seems to be useful particularly in the local level, where many of the
staff are still under qualified in terms of their academic background. Indeed, as have been referred
earlier, the interviewees of this study in the district level admitted that they can now have better
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understanding of regulations and manuals provided by the central MOF, thanks to the academic
training, through which they obtained broader perspectives towards finance.

However, practical significance of academic training needs to be questioned. In the operational
departments, work experiences rather than academic degrees may count. As a matter of fact, some
staff in the Custom Department and the Accounting Department agreed with that they can fulfill their
daily operations with the knowledge of diploma level if they acquire practical experiences.

Dispersed system of appointment and personnel transfer in the local level may have been one of
impediments to have a unified HRD strategy so far, under which it is hard for the staff to nurture
professional skills and to have a relatively clear vision of their future career.

5.8. HRD: Short-term Needs

In accordance with the recent revisions of regulations, dissemination of new regulations down to the
local level is a commonly felt urgent task in operational departments. It is worth noting that many
departments both in the central and the local level seem to have made good efforts in the
dissemination. Nevertheless, there is a long way to go to complete this task so as to enable the full
implementation of these new regulations throughout the country.

In particular, the remote districts seem to find it hard to understand the whole contents by themselves,
as they can hardly access to support by the provincial department. In other words, documents and
manuals provided by the central are the only reliable tool for them. Systematic training provision and
sophisticated, user-friendly manuals may be both required to meet the short-term needs.

5.9. Communication between HRM, HRD and Other Departments

Although good practices of HRD can be found in individual departments, they are usually ad-hoc basis
and held just within one department and not really shared with others. Theoretically, such HRD
activities should be reported to the Organization and Personnel Management Department, which is in
charge of supporting such activities, avoiding duplications and facilitating information sharing among
departments.
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Source: Made by the consultant based on the interviews.

Figure 4. Current Situation of HRD in the MOF

As already mentioned, a missing link between HRM and HRD is also an issue to be concerned,
because HRM and HRD should be the functions interrelating with each other.

5.10. Unsuccessful Donors’ Assistance for HRD

Although so many donors have been trying to assist operational departments in terms of capacity
building, preferable impacts seem to be hardly achieved so far. Frequently pointed out problem of
donors’ assistance is that their support or training are not relevant to the current situation of the Lao
PDR, though they show international operations, which may be useful in the future.

Since most donors neither welcome feedbacks from the trainees nor provide follow-up activities, the
reason why the contents of support or training are not rooted in the daily operation is never known by

the donors.

The problem also exists in the MOF side. When donors contacts with operational departments directly
and provides training to particular departments, such information is not fully shared within the
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ministry as is the case of internal training in departments (5.9., Figure 4). As a result, training events
provided by donors are hardly coordinated and shared across departments. In this regards, some
voluntary practices of the trainees were observed during the interviews: some of them try to
disseminate what they have learnt in donor supported training not only to the colleagues within their
departments, but also to those in different departments.

It is also pointed out that the selection of trainees is left to each department, and therefore, irrelevant
personnel, such as those with the ‘95% status’ who may not remain in the department, is sent to the

training.

5.11. Unclear Mission of the MOF Schools

Finally, as may be repeatedly mentioned by other donors, the mission of the three MOF schools is
unclear at this moment. Their objectives include the contribution to higher education in the field of
finance, but from HRD point of view, the direction of how to utilize these schools for HRD of the
existing staff is still ambiguous.
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6. Recommended Solutions for the Issues

In this final chapter, recommendations for addressing the issues are proposed.

6.1. Emphasis of the HRM/HRD Function

All of the issues shown above are more or less interacted with each other. Therefore, the solutions for
them need to be considered strategically with a clear and consistent set of policies and activities of
HRM and HRD. It is crucial for the relevant department, the Organization and Personnel Management
Department in the case of the MOF, to play a leadership role in personnel management, so as to
achieve this strategic management of personnel. Such a department can perform well only with the
operational departments that aware significance of HRM/HRD and the management that commit
themselves to HRM/HRD issues.

In the current organizational structure of the MOF, administrative divisions and offices of central and
local departments (province) or offices (district) would be the corresponding bodies to the
Organization and Personnel Management Department.

6.2. Information System on HRM/HRD

In connection with 6.1., it is significant to collect and store all adequate information of the staff in the
Organization and Personnel Management Department, so as to realize unified and consistent

management of personnel.

As the Support for Better Service Delivery (SBSD) programme plans to introduce a government-wide
personnel database into all ministries in the coming several years, a database just for the MOF may
become inefficient. Before considering development of such database, a relevant reporting system on
personnel information needs to be established. The first step may be an integration of information
stored in the HRM Division and the HRD Division. This could be done in an Excel base format.
Consequently, the information flow from the district and province level to the Organization and
Personnel Management Department as well as the central operational departments should be fixed. For
example, a monthly reporting system as shown below may be a practical option. It should be noted
again that even after the implementation of centralization, all of the personnel related information need
to be terminated to the Organization and Personnel Management Department.
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Office Office Unit.
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Source: Made by the consultant.

Figure 5:  Reporting System of Personnel Data

6.3. Alignment of HRM/HRD Policies and Activities

Issues of HRM activities referred above are interrelated with each other, all of which should, in turn,
be linked to HRD activities to make personnel management development focus, rather than deficit

focus. Detailed recommendations to each element of HRM are as follows;

HRD T

I

Succession Promotion/ Personnel
Planning Rewards Transfer

/

L,| Recruitment/ Personnel
Appointment Evaluation

A

Job Description

Remuneration

Source: Made by the consultant.

Figure 6: Correlation of HRM Activities
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Job Description:

Contents of job descriptions of a staff are broken down from the mandates of the belonging
department, which must be the process being taken in the on-going revision. One thing to be
recommended is that putting too much details of the job on the job description should be avoided

from practical point of view.

Recruitment and Appointment:

As is recognized in the Organization and Personnel Management Department, problems in
recruitment and appointment, namely mismatch of backgrounds and positions, should be solved
through setting criteria based on the job description. Introduction of a unified exam may be an
issue in the future, so as to standardize the quality of personnel in each level of job.

Personnel Transfer:

Clearer sets of policies and standards, including minimum duration of service, obviously need to
be set for inter-department, inter-region, and vertical transfer. Handover period should be counted
in transfer, and it is the responsibility of the director to confirm the handover is completed before
the transfer. Standards of inter-division transfer within a department can be left to each
department, but it is certainly helpful to set department rules of transfer just like ones drafted in
the Treasury Department, which cover both of the points referred here: frequency of transfer and

handover operation.

Personnel Evaluation:

To enhance utility of personnel evaluation, reconsideration of evaluation criteria may be the first
step to go. In this regard, every staff can set one to three objectives to achieve which are
consistent with organizational objectives. For example, if the main mandate of a division were
dissemination of relevant regulations to enterprises, one of the objectives of the staff in this
division could be ‘disseminating these regulations to enterprises in the Region X’. The objectives
can also be set annually to pursuit annual target of the organization. In this case, if the target of
the division were dissemination of a newly revised regulation to enterprises, one of the objectives
of the staff could be ‘implementing seminars for enterprises to disseminate the new regulation at
least twice a month’. By setting such objectives as evaluation criteria, the staff can contribute to
organizational benefits®”. This kind of performance evaluation should be done in the framework
of personnel evaluation, rather than in that of inspection.

51) Evaluation criteria can include competence, competency and development objectives in addition to
performance objectives shown above.
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Although the results of personnel evaluation are currently employed only to rewards, they can be
utilized to HRD, as have mentioned already. For example, if a director find in the evaluation that
one staff has not performed well because of lack of IT skill, the director can assign him/her to
take an IT training course provided by the ministry. The evaluation process should not be deficit
focus, or emphasizing on fails and weakness, since such an evaluation discourages the staff.
Instead, evaluation can be development focus to motivate the staff to learn more so as to obtain

higher mark in the next evaluation.

Finally, the figure below describes an ideal step of personnel evaluation. Referring to
international practices, the final evaluation result is usually agreed with an individual staff before

it is confirmed.

Mandates
of Div.

'

L . Evaluation \\
Il Objective Setting Criteria
‘\

Operations

\

Mid-term
Evaluation

Operations

.¢

Annual
Evaluation

'

Evaluation Results
Agreement

Source: Made by the consultant

Figure 7:  Personnel Evaluation Step

Promotion:

Currently, grade promotion is given to the staff every two years unless the evaluation result is
extremely good or bad. Apart from this regular grade advancement, obtaining a higher academic
degree is the only way for the staff to get promoted, and thus, to increase one’s salary. This
system, in turn, facilitates the trend that the staff is earnest to upgrade his/her academic degree
either by attending a part time course or by taking an academic leave, which may contribute to
the lack of personnel in their offices. Under this situation, it is highly recommended to introduce
the promotion examination defined in the Decree No. 82. If the personnel are appreciated by the
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examination result, which reflects their practical knowledge or skills, it can not only encourage
them to work harder, but also reduce their burden and cost to attend the school.

Succession Planning:

It is more or less necessary for the management to consider the future successors of each position
in promoting, transferring and developing the staff. Otherwise, they may face the situation where
a person can not get promoted or transferred because of the lack of an adequate subordinate who
can be a substitute. Succession planning is an idea of long-term personnel planning to avoid such
a situation. It does not need to be a formal process, as it is just a plan and can be revised once in a
while. But the point is HRD of the potential management based on this kind of planning is very

important for sustainable development of an organization.

Many of the points raised above are more or less recognized by the Organization and Personnel
Management Department and are being addressed by them. In addition, they are also being
recognized and addressed by the national level Civil Service Management Strategic Framework,
which the HRM system of the MOF needs to be aligned with. One tip to achieve these difficult
tasks is that we need to make the rules or the systems as simple as possible: complicating orders

will never be implemented!

6.4. Establishment of a Long-term Strategy of HRD

In considering the consistent systems shown in 6.3, a long-term perspective of HRD as a whole
organization is crucial. That is to say, in addition to the target of upgrading academic degrees of the
staff, practical knowledge and skills which are required to each level of the staff, as well as expectable
career paths within the ministry, should be identified and set; and these, in turn, are to be reflected to
the HRM/HRD practices. Otherwise, individual HRM/HRD activities could be either irrelevant or
inefficient for the staff.

As far as the current personnel transfer system in the MOF is concerned, people in the central ministry
are likely to expect ‘specialists’ type career paths. Meanwhile, those in the local level may have
expected to be ‘generalists’, but this direction seems to be adjusted in the centralization process. Thus,
the possible career path model for the MOF and DOF staff would be as shown in Figure 8.
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Top Management
Specialist Specialist
Profession Profession
A Mag't Mag't B
Profession Profession
A B
Profession A Profession B

A

Entry

* Aand B could be Tax, Accounting, Budgeting, HRM etc.
Source: Made by the consultant.

Figure 8: Career Path Model

A stratified training mechanism is one way to organize long-term HRD activities so as to
ensure the staff to obtain the necessary knowledge and skills required for their careers. In
fact, the Civil Service Management Strategic Framework contains such a concept. According
to its action plans, the Organization and Personnel Management Department would need to
build up specialist training for financial staff of the whole government with consulting this
government-wide HRD framework.

Management Level Management Training
Mid-career Level Specialist Training
Entry Level Induction Training

Source: Made by the consultant.

Figure 9: Stratified Training
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6.5. Alignment of Individual Trainings with HRD Strategies

Along with the long-term strategy, short to mid-term HRD plan in each line department should be set,
so as to make individual training events align with broader direction of the department and the whole

ministry.

Training needs assessment (TNA) can be the basis of this HRD planning. TNA is a process of
identifying a performance gap: a gap between the current performance and expected performance,
which could be diminished by training the staff®?. By going through this step, a department can
minimize ad-hoc training events which are irrelevant in terms of objectives or urgent tasks of the

department. TNA and an annual HRD planning could be finished within a half day meeting.

It should be noted, however, that training is not a panacea! Root of a problem may exist in somewhere
else, such as in appointment, in evaluation criteria or even in some personal factors. Therefore, we
should not assume that ‘training needs’ are there in conducting TNA: it is necessary for us to
distinguish what can be tackled by training and what cannot.

Recommended process of the HRD planning in the MOF is shown below. Coming back to the issue
raised 6.1., it is the role of the Organization and Personnel Management Department to support and
facilitate operational departments in the course of the planning process. Being involved with the
process, the Department can not only communicate with international donors that would be the
potential training providers, but also coordinate joint training events of different departments if
necessary.

52) Although the term of “TNA’ is also used for assessment of training needs for individuals, here we deal only
with the assessment in the organizational level. Individual TNA can be done in the personnel evaluation
scheme.
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Figure 10. Proposed HRD Planning Mechanism

6.6. Training Dissemination Mechanism and Manual Development

As for implementation of the training designed in 6.5., building up a dissemination mechanism to the local
level is important, especially in counting the current urgent needs described earlier. There could be many
forms of this, depending on the place, duration, and participants of the training. Who will be the teachers is

also a matter of concern. These options should be considered in accordance with practical feasibility.

Although the local staff showed their preferences to the central MOF staff, not necessarily the higher
management staff, as their teachers, it is certainly difficult to allocate the central staff with relevant
knowledge to all provinces. Training of trainers (TOT) either at major cities may be suitable in this case.
According to the interview results, one week seems to be an appropriate duration of training. Personnel
transfer from the local level to the central department theoretically could be an option to develop local

leaders, but it may be unsuitable for the situation of the Laos.

There are some practical tips for an effective training implementation, which ensures that learning of

training is transferred to the working place (what is called ‘learning transfer’).
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Tips of ‘Learning Transfer’

1. To obtain commitment of the management before the training. Otherwise, a trainee
may not be let to apply what he or she learned to the daily operation. It may be a
good idea to have a briefing session for the senior staff in the divisions of trainees,
or to send briefing papers to them to be sent back with their signatures before the
training.

2. To make the trainees give feedback to the management and to the training provider.
By receiving feedback, the senior staff is confirmed to support the application of
what was learned, while the training provider, including donors, can improve the
next training.

3. To follow up the training. It is effective both for ensuring the learning transfer and
for deepening the trainees’ understanding. Ideally, follow-up seminar should be
held after a certain period of time, in which the trainees can exchange their
experiences and opinions of their application. Where such a seminar is physically
difficult, a follow-up report can substitute it. Whilst an immediate feedback report
tends to be a “happy sheet’, the follow-up report after going back to the work place
may include opinions and questions from more practical point of views.

— Ensuring ‘learning transfer’ with these tips is a good way to motivate trainees to
learn actively!

In considering many districts heavily rely on manuals, manual development is also significant.
Manuals should be user friendly, reflecting opinions and requests of users, namely the operational staff
in the local level.

6.7. Capacity Building and Utilization of the MOF Schools

Since mandates of the MOF schools are being revised, it is hard to make a clear recommendation on them.
In considering the linkage courses may complete its role in ten years time, the schools can go to any ways
in a long run: either to be a pure educational institution for the public, or to be a training center for financial
civil servants, or even to be a mix of them. Whatever will be the direction of the schools, there is a potential
for the schools to be utilized as focal points of HRD activities of the MOF discussed so far, because of their
location s and familiarity for the local staff in the provinces and districts. But it is also the fact that the

capacities of the schools need to be enhanced at the same time if they will have such an additional function.
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Ms. Thongdy Soulichack, Deputy Director General, fpdmof@mof.gov.la

Mr. Souligna Souphithack, Macro Economic and Fiscal Policy Division

souligna@mof.gov.la, sspignla@yahoo.com
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(1)
()
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B BECE R I3 LT D45 O Divisions # 5,

Macroeconomic Policy (644)

Financial Statistics (34)

Government Revenue and Expenditure (344)
AFTA & ASEAN (441)
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BITORITNIER B2, F AWM O 50 2 g8 THO R ITIER 5720
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(1) General Division
(2) Revenue & Expenditure Inspection Division

(3) Enterprise Inspection Division
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HEENARE LTS, EBICHELREMLAZL TV D,

) DA FERE A TITAFERMITI00LL EOBEZEER L TWDHA, IREHEDLYIZWE R, 7
FAFVT 4 DOEWEE BEFHOHLEHE) #BATEAL WD, KEOXIGLERD
DI RBIFIZEE L TODERETH Y, HGTBERFIORER L TV DT OM B0
BXIG L 725,

BT ONEMBUE BRI O ST, BEAERIIIFFICEELY 52720, L LASETHEO
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(1) General and organization Division

(2) Legal Division

(3) Large Tax Unit (LTU) Enterprise Management Division
(4) Inspection Division

(5) ICT Division
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EBL L E D% DIERZED FIF 5 2 LR TE A, BUFmAD80%I AL OERLIZHLS =
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XTI 9. ZDOBRTIESIDADT RN H— (R 7 = —FT ORBEDOMKE) BBEZ1T9,
SIDAIITrainerOF R A MBI ERFEL TV 5, Bl AT, XEHEFOBHEITZFHEM 2L, 555h
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LWV FARICAT 2 2172 5) . AR SFHOWHEIIIT > TR0,
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5. TRE#

(7) Capacity Development Framework of Ministry of Finance in Japan

Target

Capacity Development Framework

Staff

Basic Training

For New Comers

Basic Training (classified as employed status from grade 1 to grade 3)

ITralnlng for relocated staff in the respective field E
" (Financial Management |
Property Management
Monetary Management

Economic Survey Administration

Deputy
Director

Practical Skill Training in each field Practical Skill Training

General Administration iFor new investigators training !

1Securities dealing training |
iState property administration training i
Economic Survey Administration =~ | TTTTTTTTToT oo m oo m oo oo s oo s mmm s

Personnel, Salary, etc.

Economic Survey Administration

Special theoretical training

Account and Loan

Theory of finance and accounting
Account in Japan or in foreign country

Loan Advanced Theoretical Training

Property Management

State Property

State Property Deliberation

M

o

netary Management

Inspection of Monetary and
corporation securities

Practical Skill of supervision of
Monetary and corporation securities

Other expertise

Real Estate Appraisal securities

Director

General Training for director’s class

For newly promoted as director 'For administrator and supervisor !

For main department’s director

SaIY1g pue suonenbai 991AI8S 21jgNd

Managing
Director
Director
General

Seminar for executive official

- B E R R
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1. REDNE=R

T A AFEOMBHHIEICE L T, MAZDHONRD7n ) R, A -« kB 5 il
DORIE, ANHEME 2 S92 M54 (Ministry of Finance: MOF) B2 ORE S MKW 72 & OFREN B
Do WAL TR, BUTHRELE HGBUIZHSI N TWD DD, FEEOBINITRME FIC
Lo TiThi, BB RNEREBLZ1T O Z LN TE 220D, BRI S 7B [E (88012
AENTenizh, MBEENEEMICITMAZEHRTE TORY, mHIcBE LT, TARE T m
277 I (Public Investment Program: PIP) | & L CaHE[#H &4 (Ministry of Planning and Investment:
MPI) BASEFEOFHENILEAY L, THEEIZ OV TIIMBEA & MPIE ORIOEHHEIZ L - TRE ST
5T EEROTNDN, RICET 2 HERIZEERDITERRE I oML 7> TR YD . BUIRT
[TEENCIEE SNTVD LIEEWVRTVREICH D, ZOX 51T, MBEEBREIIEA - R OE
BZMEUNCEMmL TWD LWV H D, MEBEERE O THEOEHEHRSCRE KL,
WY 72 e )] 20 2. 7o AMF OFLECZ DT O OB ORENIBIR LIRE & 7o > T D,

ZHUCEIL T A A EBURFIE, 20034E IS H 8T U ABOR S — 8= 2 R R L, HEERMBER 24
OOEFTEFOFDLI> L LTHIT, EET, &R E < HEELZ RIS IMBEHIZE D,
~ 7 BREHORE L NP TR RREZ BIE L TV D, ZOHEOT, 20064E11A 126 7 A4 A
E B I3 2 A BLRE Do k7" 1 7 2 (Public Expenditure Management Strengthening Program:
PEMSP) ZBA%a L. BUR—EME, DM, SUME, IS EE2 A LM BUE 2| HlE T 2
TALRENOBIZ LV ERL &L L LTS, PEMSPIF20074 T2 TR RA D E O T2
AN EUEBERE 158/~ v 7°Z A (Public Financial Management Strengthening Program: PFMSP) (Z
WS, PEMSP K O'PFMSPIZ I HEERFE D E BB & E 21T > TR Y . IrrRiEoHlE, =3
HAIK O3 A7 2 (Government Financial Information System: GFIS) i A HhiErHE H 0%«
Bl B AT LAOUWEHEM, BRa IR0 A TDR TS,

2O XD ITHIERSE - e m BIX R =03 b H VA TN DD, S%ITHR AN DORH]
HIZR 0 B IEE DO ANMB R - BBIBHTE D T8 R ORE A2 R E L, ZHUTin > T, kNS
TOREN M EREBEHERE D ORIC I Y | FARERICHBEEROBN ZHER - M EL T Z &R
HELRSTWD, ZOXIRBERO T, 20064 7 A ABUF~ HEHDBENZ 3 LM EA O A E R
BT 28IEm 7y =7 b TRIEMBEEENBE Y n Y =7 b BNEFE SN, ZhaeXx
(F. 20074231 JICAITASMBAERZBE T 2 WA O MR O 7137 U A ORGET21T 5 7290,
TuYxy MERFHEEITO L L BT, 200711 A H 121N T, ERE STV 2 Efi i )
IuY =l NOFEMBRETEIT O ICH TV B T A AEMBAE DR RO EBITEFEIHOEES
AN BREOBARIZ SN T Pl 21T - 72,

2. HAEEM-RE

A RIS OFRTRHEHAE TIX, 78 Y =2 MEKTHER P TE S AR RIS
& 7uv=7 bONE (BIE, SR, &8, &AL HIF) 200E L, FHESHEE ISRV, ey
=7 PONEZiHIT L Z 2 HIE T2,
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M)

)

M)

a7 b OFEMEGT

1) Fuev=7 FEE R EE, A BIFICET 5 7 32 & O

2)  FEIFERFE (Project Design Matrix: PDM) %2, ZEfiiz1# (Plan of Operation: PO) ZED1E

B ONT F A & D
3) Wl ikoS< Wik d ek (Minutes of Meetings: MIM) D1ERK « B4 « A H

PARZE/ AN X

1) EETRSNERHREIC VT, ESEF I o 1 21T 5
2) RIFHEICKSE, Tuvs MNOBLERREOMEZIT,

HEMRHA - BE

i B AR
TFE wAt B JICA 7 4 A HH K E
et moe FHre JICA 7 4 A BT A
AEt AT REE LA [F SR A
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(2) WHEHRE

H ‘R P14 ik
3H2 (H) | BH¥ Vientiane # Lao Plaza
3 (H) | JCA 74 AFEHAT MOF A F#if#% = (Personnel and
Organization Dept.: POD)
4 (/k) | POD MOF-PFMSP Unit
JCA ODRMEHFNE, 7 1m Y= | MOF B BB % )5 (Fiscal Policy
7 b aHi R Dept.)
5 (k) | MOF F%J5 (Budget Dept.) TV 23 D Y fji
6 (R) |JICA K LD TV &5 MOF B = v F v W% F &K
(Vientiane College)
7 (&) | BB - 1ERk MOF [E# /5 (Treasury Dept.)
JICA 7 4 A HEHHT
8 (1) | PDM ™Efi§
9 (A) | M E
10 () | A E MDA
11 (k) | Fv 3w 7 B (Champasak Province) U755 ERGAEIS
MOF F ¢ >3\ v 7 [  (Champasack College)
12 (K) | JICA T A4 A HHHT POD : Z{FEZEICB 24165 B[]
13 (K) | MOF x%#t/% (Accounting Dept.) DFDL International Law Firm
14 (&) | BEREEHL - 1Bk JICA 7 & A HH T
15 (1) | ERPEEEE - {fERk
16 (H) | ERHEEE - Rk
17 (H) | Project Design Yfri/E3 POD : £ MEE BT 24768 [ ]
18 (/k) | JICA T A4 A H¥HT POD : Z{MEZEIZBT 2416 F =l
MOF [EJd Rk &
19 OK) | ERHEEEE - {ERL
20 (CK) | ADB POD : ZHMEEICBET 441 A
SIDA,MOF #i# /7 (Tax Dept.)
21 () | ERMER - VERK
22 (1) | MIM £1E%
23 (H) | MIM ZA{ERk
24 (H) B R (B ERIEE R - VERK
25 (tk) | JICA T A A FHEHT POD : M/M #FH] GEIEL
26 (OK) | FEFATREMZEAER JICA 7 A A HHHT
Vientiane %& 27 HpkH

POD: Personnel and Organization DepartmentS

(3) FRAEITREMEE

AEFIA L, 20064E7 H 17T A A7 2 M EE (LT,

“MOF”) MErEURRRA TrU2E6

ZZ T IMOFD AN BRUCET 280 /1 7 n o = 7 b 2 FAEHE T 2 0 Th %, AT

3A3HNH3H26H £ TOMM, JICAT 4 AFETIZ

CTEMMHE. a4 & O

it/ FEEHY (o y v ) OB DA KLY Ei Sz, 340 OFHTH

I%. CIPTHHMOF ANFHMKSE (LU,
TFhlE & 22495 (Project Design Matrix: PDM) @
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“NFJR”) OFERE B4 2T T, JICADZHIR
S A e LT, BEEhEIfRRERI & D E




M)

PRV ORRRNE I D o T NFRIE, S TONEZE I+ B g R 72 & 138
ZTRWH MIMBRENZ AT C—EDHR A ES LT L bt b,

3H26H £ TOM. HAIDKI10H EIZMOFRRS RR WV LITRKkE & ok (WEIEA
RO 2 EFFG 2 .0 T BRI RS 1B S, JICAT r Y =7 FOEE
ERFEOMBMMNM T, U EE%17 T, 12BICCPTHLHMOFAFEDE L 0% —mEM}:
TRk s M L, 200 £ T4RNZH7= W PDM, PO%E, RIFNEDFEMIZOWTHi#EE1T-
7=

ZOM, AT ¥ o3y 7 BICHIE L, R R R R ORI B e R 2 75 L
i OBGIHAEZ I Lo, £72, FATL T, ADB, &L USIDA (HFRW) & fFEHROIL
LT T,

3H25H Ft%2. MOF ANZFRK &L AEMFR & O TMIMOFRIAM Tz,

RERR
ot
1) #|ETLHTa s O

T AAMBEE EOWHEORER, eV FORFICOWVTIRDIE Y AN A E
IZE o7 GEIEMIMD & 30), E72CIPHEEIITIMEE O NSFfkm & L, 5 0Fi
BReZ R L2y b, BEMTEmIZ W CTRARR R AM B Z Ei 95, Bdfif/me LT
I, PIRAEICBWCHREE LTHRY BT b7z EHE R R OZ O eIk L
T, BGEHAZFLE LT, MR 28 EAMEICEERITICE T 2 53
EOWHEZ . SEHRICK L CTEIERH . ERRSFEE R CEREM G @S BT o8
WAROWHME & Efi T D, RRITHRIBEEEZFLE LN D, ZOHRERE ZHHE D
ffi e L CHIF B ISR DHME 2 £+ 5 2 & T, #FOREAM LV EHT L2 & &
D, WBTREENCH T DHHMEIIAT n Y =7 MW Tid, £ P3RAEE CEE L., s
A B TSI & TRERMICAREICERTE S L9123 5, MA T, AFHIRREICR L
TiE. AMBERICET 2IEBI O Y bk & L CoOFEMREL M LS, AME Rk
s« FHERECHMED TRAL L Wo T 2P A v FERICET BN B 21T\, Rk
(2> THBA DBRAE RIS M B Z Fhi T X 2 RH 2L 7O DOXEEIT D,

2)  CIPEEBE K& UM kBl >\ T

ARFHETIE, JHEEMREE 4 H AT 5 AFEBRACPHEE E LT, EERCSHE
Vo T AR R A i IM8BE & L CHEIRNZ2 SR 21TV, ey MR ST D
FHuEBELTCND, ZOHEDSEE, CIPHEOMHERLCEEE - FRAE MR &ALk
TOREMEZ R CXT T2 MBRERLAEVWEWVWI URTBNFEET DH, ZOR
EMBE O ERMBICHRICB O THER LI E 2 A, EOEBEL H AFHERR A A
MBEREERDO~ XD AL FE#H ) Z LIZoWTEEEN» W I b B0 L
& HIT, 2007411 H 22 B3 L < bR L7 NSl R o Jm R I3 5e ik o~ & 2Eh L T 7ot
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3)

4)

5)

BR®HY, Wi#Ez@l, V- =y T eIl HlTE L VI EMLEL 2 ENT
X722 e, Bl U 2713/ E 0 E ol LTz,

H AN B IRIE 57 B

Z DRI KT B AAR O ERAFNIZHOWTIZRO L HIcEZ 5, KENEDa
=2y M Edo LY OO BARK R AMERIES & . @AM B RKRERIC
B9 2%k - EADM L, EWVWI2DIH T TERALILNTE, TALNIIHLAAR
AR ZIRE L, 85121795, AT, ©OL@D2oD 35 (AANFMZH) .
NFHRRSR & AMER R, Al N — OFEB) 2 B RO A B RGEHE & OFFEE 2 5 A4
bUEEER D, T ISR R R AT 0 NFRROXEF L EX bR
D, ZuYxy MRS, Yy PETRRCHEIRRICIE > TASHRRR 2 Z O
REZRICED L O WEBRERO BAANFEMHEZIRE L, [FEEFZE 0348z O T THfF THE
FH ATV, T OMRERILE BT,

BN

A7z MTHEANIRBE R LD L LRV, KV ryzr MIERRB#ED S
DIE, EFE A ARMERAER OS> @AY T HHMAFEE L, HEIZFAGEMAZOFRED T
T, D BARNFEMAZ D BTN RO OWNT T A A M THRY #8D &2 TV, &
BREROINEL T A AN E HITH, Z O[O FTO, OITHED 5 HMAF &2 IRiE
L. ZFZNTHE L SNOBAMMOBEEAAT ) Z EIZE D . AL — KRG HASH - Foffy
BizoEmZ> HiEd., £72. O, OO HARANEMZREE (REHH) 20T, ©
HZOIRED T T, 74 AMNILEREEEMRR L TV 2 & Z2RD TN,

ZOEHT, TAAMUBBEFEIRZ TWLEBITIMZ TRT ey =7 NOIEEE T
HUEGITH D720, —EHMNITZIT CE HEERITAARANFEMENEmT 5D &
BT 52 LN BRI, TODBIEINHHIFNRITED 72 SAILFR 5T, &
VIAEND Z L2722, —FH T, BARANFEMFITED @ E ek (B Skl 248<
ZENHIRTE, BAANEMENOEZ ODNAEMITAAOEOLIZE-T2H DT,
BFRIZTAAFENTZITANOGN TN T ERWIFFSNS,

N EEEL « AME ISR T 5 > 4E

KB BEAEE 2720 5 —DOEBIE, MEE OAMBUEBIZET 2 BN
MBRO~F DA "X ETH V) Tuy=s NOERRERN, ICAOFTIZELESL
CEMINTHRW, EWH Z T oD, MBEIZITEMMNICE R A MY
WCHEIIZFET D20, TNHE2D L THEMRLE Y LT 50 TIER, £F
IXE R - HilTiRZ BHIE T 2 EREE LB 2 5, AEMBUEHIZZ < 0% EEIC
BWCTHEKRKRBECTHLDOT, K7nv=7 FOEFHIL, BOICADTEENIZE > TR
Al - FH T NI N TV D ERETHLERND S,
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6)

KTwuy =7 bORKTHRORE

FEOHM - B E2K-TWVEHERY, KFuY =7 FTERSND bOIL, HERF
FOEEOHEN - mikom k& MEEOAMERIEHI ORI TH D, Znbix, ME
BOFTHLHEELHW LIZARZRIRLIZ O TH L0, dguiMBEE 2kofco—
HmE 22, —H T, AMBERERIOUEEZE LT, 74RAME SR AMEERT
HIRHAZGE, THEEENI Y e Y7 METH Ok L TSN D Z & 2R 5
N, BIEO T A AOMBFEEEZET DL, vy =7 METRETAMERD FHIC
WEITEL LN TE LR, TOEE L THICHRIND ATRRETE S RV EB XL
N5,

ZnEM O b oL LTIE R EC, Sidas D HEIZ LD, v /v F K —{E56HE4 (Multi
Donor Trust Fund: MDTF) OIEFHRZE 2 b, 7my =2 FOTFEHICEE L Tid, MDTF
DIF AU CHEIE I L LETH D,

Fo, TuP=7 FREIEICKONE, MNICSHRETH 2 LT T A AMBA
DA BRI L TICARKE S B L TWAHZ L2 T E—LTE 5, MBEEICHT S
B R —O3RIL, fIERG~Y =27 VRENE . AMBERITK L TEEIERN T
DIRREFT CODL LM T LLE ARV, M KEOBRRITIE 2O 5, IO
BABEEMA D2 EHHY, EOILRVPIEE TE H5A TR b BIK E LT
Z . IR X DR OIERDPIBE TE 2 WGEIL, o7 7a—FIcin iz 5 2
&R EFARIR ISR T W EB X D,

(2) FHEFEAEHMERE CRHEHERK TR TORSR)

1)

S
Z A AN B R ) i e Y= 7 b
Capacity Building Project for Public Financial Management Strengthening Program

2)

T
O Zev=7 MEAKELET Y Ny Fadb s LB ORR

ARE b7 0 ¥ = 7 NI T A AMBE R HEET S PFMSP o7 7 'a 7
FSAEMBMTOND, FuP s NI OORENLEY . —DMBEEOF R -
H1 7k B AR D A B R (AMBEROEHIES, b - REIMREYE, AME,
EER - BRI OMERET) EREJMES TSR . AM B AGHE (BIENENIRRE, k5
FRE., A (BRR) EMEL, X R b -~ = o TOVEERE, MBS
NI RS AE) 28 L, IO LB R EE TEAT 50T, 99—
DORETMBEFFERITRD BTN D IRITEEO KX 2508 Ch 2 BLaE
PR, REtEBICOWT, WHEHREIOE K & RN X 20HEZ FERT 5L DT
H5D,

WFILENENMNL LIz b DL LTET 5D TR, MEENBBnIC Skt
T 5 NME KRGS ORI ER & FFEMMR CEET 2HHE & W o T KEHES
EOFHEEIELZLICLY, HEEELVERBICAILEZb0E L, 785N
EHNMEE L L ORTHEME GHE) 2o TITbhed < 2 2 & 200, il
FHOMRBNRNEND K9 FHT 2,

—158 -



©

#7138 : 2008 F=~2011 = (3 4EH])
W hkekE (BARMAD 2 EM
Ak B 1!

By H—s3— 1 (CIP) B&PE : A EE N FRLRR
IR (BRMENAHMETERT O1RHESE) « R ERE, S5

[ (o 7R B
Rrlz7a L
PAS KT R I O,

EREAEE o MEE T REEA (670 A)
e s - Mgy (B - #F) WS (3,900 A)

3)

OB - LES T

@

BLIR M OV A

T AAEOMENL, MAZTDO LD DI A - IS EE T 2 i EE 23 AR &
HUVNEES LTV, A EZE BT 2 MEBEERE O /10MR, 72 EoiRE
A TS, A LT, RUWER - EEETHMEY) 28 - BRI 21T
DT ENTERND, BN IR - Bk EEIZHETITHA SNz,
MBEARENEENITEAZEETE T e, i L TidskiIc B4 20
R« FhelxE OMELLDOITEHRERIZ & 00 UEHE L 7o > TR Y | BUR Tl bz E
HBENTWD EITZEWVNEWREICH 5,

THUCK LT A RABUFIE, BOR—BEME, 2=k, @ltE, B EEL2 A LAt
MEE A fIE AT LA EBBORIOMILIZEVERLELS E LTS, Z0
WEEOFEHITR L, HEREOEEMEE L XEAIT-> TV, FirREoflE, &
HBEAI KL OEEE S 2T 4 (GFIS) OE A, EiEHEB O Pl 25 LDt
7R E. KRA 7RI AT, BIEEEII - EOEBE R L TS, — 5T, W
BETIHMEDRENRE L W BIENE-> TS, EiRko L 5 ITHIBE e L < EA
EINTWD2, HFHIEIZBONTHHIEZER T UBEABE DL < BNl ES %
BFITL THB LT, FLWEIEICESEMBE EROES 285 L T 2HI2iE,
FRENEYICEBEZHITTE D L OBANM ERBREL > TN D,

T E B ERBOR_ EOALEN T

7 A AEBOFIE, 2003 SR HNF U RBORAS— S — % R L, RERMBEHE
AODEFZBFOF D 1oL LTHEIT, EFET, &N E < SEEERZE S
MBEHIZELY, ~7 o BFOLE LN TRl EZ B L TWb, Z0F
#2005 4 11 A 0D 7 A AEBUFIZAIL S HE B /1Rt 7" 2 7 Z & (Public
Expenditure Management Strengthening Program: PEMSP) % Bi#f L. BUR— &M, 2%
PE. BIAME, BB EEE2 A L SMEBAEREZ | HES AT A ERIOMIIZLY
R L LD E L TWD, 723, PEMSP 1% 2007 2K 7Z T Th<EADEDZA
A BLRE /1581 7" 1 7°Z & (Public Financial Management Strengthening Program:
PFMSP) IZEHE STV 5,

N EEBECR & oS, JICA ERIFEEEME EOMEM T (e s Ak
I BALESTT)

*f 7 A AEBEBEHE X, ITEGRE D o) bR O ERESE ) (367 4 228D 6
ODEEDED 1 DIZFEFTHNTEY, ZOHTHLALMEEH~OZER BT 5
NTW5, £72. ZhE51F. JCA O T A AEIIKT S E S5 E & LT T
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RES DI X OMHIEEREEE ) 2280 TR Y | ASERITTMBORL 7 n 7 F 600 1 =1
N— b e LTES T HND,

4) I ORER I
O WHoBE (Tv M)
a WK THOEREE (Fevcs FBE) LEE . BEE
(@) MBEWEN PFMSP 2 EITT 570 0BE LN 22 b d A B
HIEE & S |

(F5#£]
(a) MBEBE O ANMEKFEIET DE TR ERSND,
(b) WBEAF - MRS AMBERICET 2ERTRA WG - 2072,

b. WAKTRICERPI BRSNS BEE (LAZAE) LHEE - BIEE
(a) WMBEPEZRMBZEIEICES - B TE 2,

(6]
(@) PFMSP, FrZ[EFBL, EHED T R—FEEPHIE (Centralization) DMERLLS,

@ R (TU NSy ) EiEH)
Component 1 :
a.  WMBEA M ERGHENRE SN D,
(fE1E] (@) MBE AM BRI SCE
(UE&E] (@) AMER - AFE PRI 2 PR - ERRRIHEZ i 5,
(b) WMBA D MR - BAERI M B G 2 R ET D,

b, AMBRK - FHED =— 2 BHARL Sh 5.
G515] (a) MR AMBERO=— RHEREES L THOEHE I 0,
58] (1) SHRFEEDC LD AMERO =— XEE EHT 5,
(b) WERFHEN T 2 RET 5.

c. WMBEOINEMICEES S TRIKGBSND,
[f8E£] (@) WMBEEOTRICE LShdmE 9,
(EEh] (@) WHED TREMERES 2 EfT 5,

d. BRI AM DB EITCAE S5 720 Ofl BEAIEE S b,
(F8E2] (a) SHEE AM B AT E
(58] () AFEZHRICHET2UHEZET 5,

Component 2 :

e. Z=EHRAC, BWERE. EERESEHEE (AS) K OEEEME#RE L% (IFRS)
[ZDOWTOWHMETERIA TR S5,
[(f51E] (@) T A A ANWHEFERNIZ L DWHE DRI & SNE
[75Eh] (@) Hh@R E. IAS & IFRS (2B 2 BHE RN & BAHE 0 Ik,

f.  EERNICHAEP (Cash Management) & EZFITIC K D E L& EICHOWT
DEREAESFE (Asset Liability Management: ALM) % 14y HiLfg U 7- W& 2l 2
BREND,

[(f51RE] (@) T A4 A ANWHEFERNNZ X DWHE DB & SNE
58] (@) HHEEH., E4&TE. ALM RS 2 HHE # AT & RAHE O £,

9. O, FrEDOHINSE (Component 1 DIFEN T AM B K OIFEN I L E L i85%
ST ) T DWHERRI N BRSNS,

[(f51F] (@) T A AAWHEFEANZ X DWHE DI & SNE .
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(58] (a) HiE O3 B BE9 2 HHEREANE RAHE 0 FE i,

@ BA A7 h)
a.  HAMH
Component 1 :
[25] (@) JICAHMZ 24 (17TM/M)
(b) BiHLZ AGE - HEEHEER 144 (15M/IM)
(#5411 Tz 1E kN LUEI—1H
[FrERRE] 74 AAM OEN K RESHEIZFR 2 ik KOV Y

Component 2 :
[ZE] (@ =FHHEMZE (2.5M/M)
(b) EEAMEEH, MEBEHEME (2M/M)
() FEHMTEEME (2M/M)
[FrERRE ] WHEHE~DFY (T4 ABHBIEIZL D)

b. T4 AM (REAFE)
[ZE] (a) EEHZHZ (Steering Committee) #* > /73—
(b) *FHRZEHEZL (Task Force) * > /3—
() By H—r3—h
(d) WHEFEATZEE
(&) RREESFKOIICA HHZEF — AhT FihE
[fsxs] () FMFHOEEHT
(b) L=
(c) SCTH - fiidn R OLEE
s ] 130 HAH# A Component 2— [#rEfkE ] LSO Ty =2 |k
=€ ¢
@  ANEER G S D RE NS
a. At
@ eyl hNOEDOEEEEREIREESN, AH LIV TESIN
Do

b. WE (T NTv ) EROTZDOIEREE
(@) HEEEEOTFTTHEREESN JICA FYuxy b F—Aak & bIT@EYICE
BEiT9,
(b) AM B D FEEEM727EE) (Component 2) 75 ASF EREEHE (Component 1)
WK S N AT CHYSICHRESNERIND,
c. FuTxl bHIEEERDTZDDINHBEM:
(@ AN LV THERD ST A B RGHE DY M EE O 2 58 RIS <
N5,

d. A7 B O T- D OIMNHBENE
(@) PEMSP NEEICBWTHlI & FEish b,

5)

FEASTE H A X 2 REAfhifs 5
O =AM
T A ZABURFIE 2003 4RI ST ABEE OS5 EF (Priority areas for Governance
Reform) & L CEORCEZHER L, TH—E A ERSM, EOXE, B 4
B BHSAICIV A TN 22 E LTWA, £, T RAENFTHRE & i,
2005 7> b AR HE L 7 1 7 F L (2007 F02 S AR & 3 0 A4 BrE L
b7 e 77 8) #EMBLTEY, ZAAMBER T a 7 Aoz L TamM
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WCENE R R —D&REZFEAL TS, a7 T AW T, [HE, BBl BlE
OHRAEMEAL R &2 R, BRx Rz et ANEA I N >oH5H, H7 e s
T LD TYHH HRESM L (Capacity Building) 13240 5 O 778 SR A (2R
HET 25 L THAEDORY A TH D, 2D X2, T AOESFREICH T HEY
MA~NDOXETHY, TAABFNICBIT2A7 Y =7 hOZSMEITE,
F7o. BAEOX T A AE PR FE T, ARMEBEHEENOKEN T HAD
BIFICHBIT D EEEDO—>2 L L TR SN TEBY, ZNERRT 5, 6 DD
BB HEO—o2L LT MTEEEH DM EROHIERE] REF5hTnb, 20
EoE, A7ev =l MIABAROKR T AAEHOFEHE L —FHLTEY, HVEY
PERBEDHHND,

Bk

Tuvxl N AEITMBEEDO ANMBERGEDOEMHE N HIBERE LD THD
N, MBEEDONMERGEOERR2AR L, ZNEEET 57200 TRBGEZ B
ELTRETDHIET, ZOHEONREZWFEIZ L, ERO TGRS 2 W ¢ %
HEOICLTWD, £, WEENENN 207 ey =y NEEEZZRT 5720
21X, MBA SR TORYBANKLETH L0, MBEESRBREN G255 KER
EROZFOLICHVRIKEEZEZERE LT H2EEZESOREIND Z LA, FHAl
PR A ORI W TEN T S, fiREicED LN TEY ., 2o X5 7%
RO SN E RN 27 0 P = 7 FEEICHE OIS b L TE 5,
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Minutes of Meeting between JICA Ex-ante Evaluation Mission and Personnel and
Organization Department, Ministry of Finance, Lao PDR on Technical Cooperation Project of

Capacity Building Project for PFMSP

Minutes of Meeting

Between
TTOA Toweamta T rnlizadinm Al oosaa
LA LA allle LVdAdludatlUll WVIISS101L
And
Personnel and Organization Department
Ministry of Finance, Lao PDR
™
um

Technical Cooperation Project of
Capacity Building Project for PEFMSP

-

The Ex-ante Evaluation Mission on Capacity Building Project of the Ministry o
Finance (MOF) for PFMSP (“Project”) has been posted in Vientiane from 3 March
through 25 March, 2008 (“Mission”). The Mission has conducted thorough appraisal

on the Project requested by the MOF, Lao PDR under the Technical Cooperation

1=y

Scheme of the Government of Japan.

The Mission has gone through a series of discussions on the Project with MOF
Personnel and Organization Department and other relevant Departments in MOF.

As a result of these discussions, the Mission and the Personnel and Organization
Department have reached an agreement on the Projéct with its nascent features as

per the Documents attached here-to.

This Minutes of Meeting have been made by and between the Mission and the
Personnel and Organization Department of MOF. Further processing of the Project

shall be subject to consideration and approval by the superior authorities of the

both parties.

Vientiane, 25 March, 2008

Mr. Koic

The Mission Leader

Japan International Cooperation Personnel and Organization Department
Agency (JICA) Ministry of Finance (MOF)
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The Attached Document :
Capacity Building Project for PFMSP

The Background

PFMSP (the “Program”): The Government of the Lao People’s Democratic Republic
(“GOL”) had launched a nationwide 5 year development Program in its financial
sector in November 2005 under the name of PEMSP (Public Expenditure
Management Strengthening Program). In 2006, it was renamed to PFMSP in
consideration for including the fiscal revenue side (collectively, Financial

Management).

The Program’s legitimate goals were based both on the 6th National Socioeconomic
Development Plan (NSEDP) and the National Growth and Poverty Eradication
Strategy (NGPES) to reduce poverty by half till the year 2015. GOL had specifically
identified, in its Policy Paper on Governance of 2003, sound financial management

as one of four priority areas to achieve the national development goals.

This priority area shall, through its achievement, leads to macroeconomic stability
and sustainable growth with equity by establishing sound, accountable and
transparent financial management practices. NGPES, too, emphasizes the needs for
capacity building in public expenditure management at all levels in the

administration.

The Program, reflecting the above national policy evolution, provides for a
framework of implementing Government strategic policies set forth by NGPES and
the 2003 Governance Policy Paper as above. The Program initiated by the GOL has

been, and will be, closely cooperating with the international donors circle.

Capacity Building Component: The Program comprises 5 corhponents; At Fiscal
Planning and Budget Preparation, B: Budget Execution, Accounting and Financial
Reporting, C: Local Government Financial Management, D: Financial Legislation

and Regulatory Framework, and E: Capacity Building.
The GOL and Donors have together made great efforts for the past couple of years in

the Program components, step-wise, which has resulted in significant developments

in institutional environment building, such as State Budget Law and Accounting
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Law, ICT networking installation on GFIS, Taxation and Treasury, and the specific
technical training of MOF technical staff concerning these areas. These areas are

mostly on going towards practical field implementation.

7. With regard Capacity Building component, somehow, the progress has not been so
remarkable on the domain of MOF technical staff at large as other four components.
With these developments of the Program, MOF, the Personnel and Organization
Department in particular, requested JICA to assist MOF in Capacity Building HRD

planning.

II. Project Brief

8. Strategic Concept: The proposed Project (Capacity Building Project for PFMSP)
intends to establish HRD Plan for MOF technical staff to enable practical
implementation of PFMSP in the near future, therefore it shall cover not only MOF
Departments but also Provincial Department of Finance and further District

Financial Office for certain cases.

9. The MOF HRD Plan will include, among others, training plans according to various
organization hierarchical levels and required specific skills, training methods and
modalities, personal performance evaluation system suitable for the Lao PDR civil
servants, promotion schemes, and certain areas of the job description/designation,
for which each manual on needed basis shall be established.

10. In order to undertake the planning effectively and efficiently, the JICA Expert Team
shall work closely with the Task Force comprising MOF officials gathering from and
among MOF intra-ministerial fields. The Task Force (T/F) will receive JICA Expert
Team’s hands-on training on the planning and budgeting of HRD. At the end of the 3
year term of the Project, the T/F will work out on MOF HRD Plan, its incorporated
ministerial Decree, and a practical MOF budget for HRD, as described in the PDM
(Project Design Matrix) and PO (Plan of Operation) annexed here-to.

11. The Project has two components; the above HRD Planning and its attached integral
three technically specific trainings (TOTs and Work Shops) in (1)Treasury
Department’s ALM (Assets and Liabilities Management), Cash Management and
Debt Financing practical training, (2)Accounting Department’s COA and IAS &

N/

no
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IFRS (International Accounting Standards & International Financial Reporting
Standards) training and (3) another technical area to be selected as a result of
Baseline Needs Survey to be conducted by the T/F assisted by the JICA Expert

Team.

12. These three parallel trainings component is expected to generate synergy effects on
the first main component of HRD Planning through closer interactions between and
among the JICA Expert Team, the T/F, JCA Trainers of TOT, and their recipient
MOF officials. The T/F will benefit a lot from sharing the experiences in the
practical technical HRD activities, in its HRD planning.

13. Project Organization setting: The Project will, for its execution, be structured in a
simple organizational ladder; (1) a supervising and guiding Steering Committee of
the T/F, and (2) the executing group of the T/F which include the JICA Expert Team
Leader. The organizational structure will venablé the MOF inter-departmental
commitment to the Project with the MOF ownership, and effective hands-on
training by the JICA Expert Team. (See the ANNEX 3 and 4 for the final Draft TOR
agreed by both the JICA Mission and the Couni;erpart of MOF)

M. ANNEX
1. Project Design Matrix (PDM)
2. Plan of Operation (PO)
3. Final Draft Terms of Reference: Steering Committee
4

Final Draft Terms of Reference: Task Force
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ANNEX 1: Project Design Matrix (PDM) Lao PDR Capacity Building Project for PEFMSP

Project Name: Capacity Building Project for PFMSP

Duration: 3 years

Target Beneficiaries: Direct; Approximately 670 MOF officials, Indirect; Approximately 3,900 MOF Provincial and District officials
Target Geographical Area: Whole Lao PDR Nation

Version0: Dated 19 March, 2008

Narrative Summary

Verifiable Indicators

Means of Verification

Important Assumptions

Overall Goal:

MOF will be able to manage and execute

due public finance.

Progress of PEMSP, particularly
“Centralization”, due to skill up of

MOF attributable to the Project

PFMSP Status Report

PFMSP shall be maintained by the
Government as a nation-wide thrust

to improving Fiscal management.

Project Purpose:

MOF HRD institutional framework to

bring about its calibers to implement

PFMSP will be established.

A Ministerial Decree or its
equivalent Lao Government
regulation on MOF HRD Plan

issued

Lao Gazette and/or its equivalent

Public information

The HRD Plan incorporated in the
Decree or its equivalent shall be
appropriately implemented across the

MOF Departments.

Outputs:

(Component 1: HRD Plan established)

(Component 1)
1. MOF HRD Plan documents

(Component 1)

1. The Project Documents

1. The Task Force under the Steering

Committee shall properly work
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1. MOF HRD Plan 2. Basic needs survey conducted 2. As above together with the JICA Project Team.
2. Clearly identified specific HRD needs | 3. MOF budget reports 3. As above 2. The Parallel Practical HRD Projects
3. MOF viable practical budget for HRD | 4. A part of the HRD Plan as above | 4. As above shall be properly arranged and
4. MOF Personal Evaluation method for conducted, to be reflected on the HRD
technical officials (under Deputy DG) | (Component 2) (Component 2) Planning, under the Task Force.
(Component 2: Parallel Practical HRD) 1. Number of Training times and 1.The Project Documents
1. Trainers of Accounting in COA and IAS Each Participants 2. As above
& IFRS in Accounting Department 2. As above 3. As above

2. Trainers of ALM with Financing in | 3. As above

Treasury Department
3. Trainers of specific fiscal areas to be

identified during the Project

1



Activities:

(Component 1)

1.

Training W/S for Task Force in
theoretical and practical HRD/HRM
Overseas training for the selected
member of Task Force

A baseline survey of the needs for
MOF HRD to conduct by Task Force
Identifying specific technical training
areas for MOF/DOF

Training Ww/s on Personal
Performance Evaluation
Comprehensive MOF HRD planning
for different level and task groups
Working out on a viable MOF budget

for the HRD on training basis

(Component 2)

1.

2.

TOT on Accounting for COA and IAS
& IFRS

TOT on ALM & Financing for
Treasury Department & Provincial
DOF

TOT on specific technical fiscal areas

as identified by 4 above

Inputs:

JAPAN
(Whole through the Project)
1. Human resources:
(1) Project Team Leader cum Expert

on Public Sector HRD Planning

| (2) Expert on Public Sector HRD/HRM

& Personal Performance Evaluation
(3) JICA national interpreter
2. Equipment:
(1) One vehicle on rental
(2) An Overhead Projector with a
Screen
3. Expenses:
Expenses incurred due to the Task
Force travel in Provinces and -
Overseas Training
aoﬁveumu_.“ 2)
1. Human Resources:
(1) Expert on Accounting (IAS & IFRS)
(2) Expert on ALM & Debt Financing
(3) Expert on Public Finance technical
areas to be identified during the
Project
2. Due compensation for Trainer from

MOF to the Government rules

LAO PDR
1. Human Resources:
(1) Member of the Steering
Committee

(2) Member of the Task Force

(3) Counter Part of the Project
(4) MOF Official(s) for TOT
(5) Secretariat to the Task

Force cum JICA Project Team

2. Premises & Stationery:
(1) Office Space for the JICA
Team
(2) Meeting & Training Room
(3) Basic Stationery & Utility

3. Expenses:
All the expenses incurred due
to the above 1 & 2 under
Lao PDR, except 1~ (4) as

above.

Preconditions:

The  Project  specific  Steering
Committee and Task Force shall be
established under the Ministerial
Decree or its equivalent Government

organization arrangement regulation.
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Project Year

Ist Year

Month

Tels]a]5]6 [7]e[o]w]u]m

H_mim;n;m_m_q_miw;gi:75

25 [4]s e[ [s]o]w]u]n

Activitie

s of Component 1: HRD Planning

1.Training for
T/F on HRD

2.0ST of T/F

3.Baseline
Needs Survey

4.Identify
TOT

5.Personal
Evaluation
W/s

6.HRD
Planning
(Team Leader)

o™

OX

ON

OX

Project Year

1st Year

Month

10

11

11

12

7.Budget
Practice

Activities of Componen

: Parallel Pract;

ical HRD

1.A/C TOT

X

2.Treasury
TOT

X

3.0ther TOT

X

O denotes the Steering Committee to be convened.
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ANNEX 3: Steering Committee TOR

Final Draft Terms of Reference

Steering Committee
Capacity Building Project for PFMSP

Ministerial Instruction/Agreement: Appointment and Scope of Works
Member: DG/DDG representing all Departments of MOF and PACSA for each
Chair-person: Vice-Minister MOF; Deputy Chair-person: DG, POD

Duration: Project Term + Implementation & Monitoring period of the proposed JICA
Project (“Project”) (Possibly, from commencing the Project through JICA Terminal

Evaluation)

Basic Responsibility and Working Modality:
Supervising and guiding the Task Force of the Project, through periodical and ad
hoc Steering Committee Meeting convened based on the motion by either the

Chair-person or the Chair-person of the Task Force

Scope of Works:

(1) Discuss and approve detail operation plans of the Project proposed by the Task
Force

(2) Facilitate cross - Governmental activities of the Project operation

(3) Facilitate JICA Experts’/Consultants’ due entry/exit of the Country and their
due Travels in the Country for the operation of the Project

(4) Supervise a whole activity of the Task Force and guide its directions of activities

7. Other matters: To be discussed and agreed by and among the Committee
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ANNEX 4: Task Force TOR

Final Draft Terms of Reference
Task Force
Capacity Building Project for PFMSP

1. Ministerial Instruction/Agreement: Appointment and Scope of Works

2. Member: DDG/Division Chief/Other appropriate echelon selected by the DG from all
the Departments of MOF for each and PACSA, and the Team Leader of JICA Project
Team (comprising JICA Experts/Consultants) £ S

C MOF Vientiane Finance Ca@

3. Chair-persen: DG, POD; Deputy Chair-person: DDG, POD

4. Duration’ Project Term + Implementation period of the Project (As per a parallel
with that of the Steering Committee)

5. Basic Responsibility and Working Modality:
Implementing JICA Project through cooperation with the JICA Project Team in
accordance with the JICA Project Plan and its-detail components approved by the

Steering Committee, and reporting to the Steering Committee

6. Scope of Works:

(1) Planning the Project components and submission of the Plan to the Steering
Committee for its approval

(2) Implementation of the Project components in cooperation with the JICA Project
Team

(3) Reporting the implementation to the Steering Committee for its supervision
and guidance, if any

(4) After the completion of the Project, further execution of outcomes of the Project
(MOF HRD/HRM Plan) to keep up with the development of PFMSP

7. Other matters: To be discussed and agreed by and among the Task Force and
approved by the Steering Committee

%4
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5. &RHE#H
(3) mEHKEYR L

Lao PDR, Ministry of Finance:

Personnel and Organization Department
(1) Director General, Mr. Vanxay Phongsavane
(2) Deputy DG, Mr. Somboun Inthapattha
(3) Organization & Personnel Management Division Chief, Mr. Somboun
(4) Deputy Division Chief,Mr. Bounthvee Kanpasert
(5) HRD Division Chief, Mr. Khamphanh Phonpakdy
(6) HRD Division, Mr. Bounpone Sybounheuang

Budget Department
(1) Deputy DG, Mrs. Bounthay Leuangvilay

(2) Mrs. Khamkhouane Sixanon

Fiscal Policy Department
(1) Director, Financial Statistics Division, Mrs. Chanhsouk Thammavong

(2) Macro Finance Policy Division, Mrs. Palomvanh Vongsakhamphoui

External Finance Department
PFMS Center, Head, Mrs. Sifong Oumavong

National Treasury Department
(1) Director General, Mr. Bouachanh Xathusinh
(2) Deputy DG, Mr. Phouthanouphet Saysombath
(3) Deputy Division Chief, Mrs.Thongchan Sourinphoumy

Accounting Department

Deputy DG, Mr. Phoxay Chanthavongsa

Champasak Province, Department of Finance

Director, Mr. Bouasone Vongsongkhone

Vientiane MOF Finance College
Director General, Mr. Thoum Khampanit

Champasak MOF Finance College
Director, Mrs. Phengsavath Keokhamphet

ADB: Country Economist, Mr. Christopher T. Hnanguie
SIDA:International Adviser for Tax Department, Ms. Marie Wirmen
Tax Department, International Taxation Chief, Mr.Saythong Ouiphilavong
Mekong Law Group: Legal Adviser, Mr. Chris Manley
World Bank: Economist, Mr. Shabih A. Mohib
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