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Opening Remarks

Professor Peter H. Katjavivi
Vice-Chancellor: University of Namibia

Mr Chairman
Dr Henning Melber
Dr Fanuel Tjingaete, Auditor-General of Namibia
Mr. Theunis Keulder, Director of the Namibia Institute for Democracy
Distinguished Guests from the United Kingdom and Sweden
Distinguished Participants
Members of the Press
Ladies and Gentlemen

I am most delighted to welcome you all to this important and timely initiative
by the Namibia Institute for Democracy, of which I am a trustee, and the
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Office of the Auditor-General, which is appropriately titled: Accountability
and Corruption in the Namibian Public Sector – Challenges for 1997.

The purpose of this one-day session is to take stock of our administrative
capacity to combat corruption and to guarantee financial control and
accountability in our civil service and our society at large (if time allows).

This is indeed a timely initiative because it is happening at a time when our
civil service is starting to consolidate its own endeavours to root out
elements of corruption and dishonesty in its own ranks, thereby ensuring
that national resources are utilised efficiently and optimally to address
pressing developmental needs.

In this regard I wish to quote President Sam Nujoma’s address on the
occasion of the opening of the first session of Parliament in 1997. He said,
and I quote:

“. . . development can only take place if the leadership of this country
provides the necessary guidance and commits itself to the principles of
responsibility, transparency, honesty and accountability”.

By hosting this one-day seminar on the most relevant topic of
“Accountability and Corruption in the Public Sector of Namibia – Challenges
for 1997”, both the NID and the Office of the Auditor-General are admitting
that corruption and administrative and financial irregularities do exist in our
society in general, and in the public sector in particular.

Equally, we do admit that there are efforts in the civil service, which are
aiming at redressing these ills, but we argue that these efforts need to be
consolidated and intensified, particularly if our public sector is to set an
example of transparency, fiscal discipline, and accountability for other
sectors of our society to follow.

We believe that the public sector has the potential and capability to set an
example for “clean and upright living” (to quote the President again) which
others will naturally emulate. We want to encourage and nurture this culture
in our public sector.

By referring to the public sector, I mean government ministries and all other
statutory institutions, including parastatals. Put differently, I mean every
institution that benefits directly from tax-payers’ money.



Allow me to say here that as public institutions, we all have a moral contract
with society to provide a quality and efficient service, through discipline and
transparency, in exchange for the resources assigned to us by society.

Mr. Chairperson, I personally welcome this seminar as a long overdue
initiative to review our capacity to fight corruption and our commitment to the
principle of a service to humanity through accountability and transparency.

I trust that this seminar will come up with clear recommendations and
strategies to put Namibia on the right path leading us to increased financial
accountability, fiscal discipline, administrative efficiency, and last but not
least, the development of our economy.

Again, I wish to thank both Dr. Tjingaete, Mr. Keulder, Dr. Melber, and all my
other colleagues for the brilliant idea and bold step to host this long overdue
discussion on an issue which is indeed close to my heart and to the heart
of every Namibian who has the interest of this country at heart.

Mr. Chairperson, with these few words, I wish you fruitful deliberations and
a happy day. And on this note, I declare this seminar officially opened.

I thank you.
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Overview of
Accountability and Corruption

in Namibia

Dr. Fanuel Tjingaete
Auditor-General: Republic of Namibia

1. INTRODUCTORY REMARKS

I am indeed proud to be a member of the Namibian society at this point in
time, for it is a very open and dynamic society. If I look back to the seven
years that we have been in existence as a nation, I am glad to note that we
have indeed experienced freedom of expression; no topic is taboo. Nothing
is hidden under the carpet. We have problems in our society, call it a can of
worms if you wish. The good thing is that we are prepared to look our
problems equally in the eye and openly discuss them. On this foundation
lies our democracy and indeed our future.
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The topic and timing of this seminar couldn’t be more appropriate, because
as you might recall our President at the Official opening of Parliament on 26
February 1997 publicly acknowledged the existence of corruption in our
country and called upon all of us to join hands in fighting this evil. I
therefore see this seminar and what it envisages to achieve as an attempt
in the right direction.

Corruption not only eats up the fruits of economic and development
initiatives, but also turns democratic institutions and other government
structures weaker and inefficient. Corruption breeds corruption and the
society as a whole becomes victim to it. Corruption has therefore a direct
bearing on good governance, democracy and national advancement. So,
eradication or at least minimization of corruption from administrative and
political system is a pre-requisite for ensuring the consolidation and
sustenance of our hard-won independence.

2. CONSEQUENCES OF CORRUPTION

i) siphoning away of large chunk of public resources which would
have been productively employed somewhere in the economy,

ii) productivity, effectiveness and efficiency of the government are
undermined by corruption,

iii) it reduces efficient mobilisation of resources and management of
development activities,

iv) gains through corruption are unlikely to be directed to investment
to industrial sector and are more likely to be either used in
conspicuous consumption or transfer to foreign bank account,

v) corruption generates allocative inefficiency by permitting the least
efficient contractor or most costly supplier with the highest ability
to bribe those who award government contracts,

vi) bribes and pay-offs instead of expediting decisions and facilitating
movement of files, do the opposite in an overwhelming number of
cases because civil servants get into the habit of holding back all
papers until some payment is made to them,
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vii) once the system of bribery is well established, income gained from
bribes is no longer a windfall, but becomes a part of expected
wages,

viii) in addition to the award of contract for supply, design and
construction by the public sector, much of the corruption takes
place in the external trade sector leading to over-invoicing of
imports and exports, and smuggling which in turn contributes to
distortions in investment decisions and to capital flight.

It would indeed be a sad day for Namibia if, after triumphing over colonial
South Africa and imperialism at large, we would succumb to corruption and
lose everything. Therefore, no effort should be spared to fight corruption.

Developing countries generally tend to provide a conducive environment for
flourishing corruption, because corruption thrives when resources are
scarce and governments rather than markets allocate them, when civil
servants are underpaid and rules are unreasonable or unclear and when
disclosure and punishment are unlikely.

Corruption has become institutionalized in many societies. No wonder it is
often said that nothing moves in government without “speed money”.

Corruption has many colours and hues. In its broader sense the whole
gamut of corruption stretches from taking any pecuniary benefit to doing any
unethical thing. Generally speaking, corruption involves bribery, nepotism,
or bestowal of patronage by personal choice rather than by economic
rationality and merit, and misappropriation of public funds and resources for
enriching private ends. Corruption thus means abusing one’s official
authority to give favour to an individual or group of individuals in exchange
for monetary of non-monetary gains.

Although the degree of corruption and levels and profession of corrupt
officials vary from country to country, the ways and means of indulging in
corruption have been found to be more or less common. (Commonwealth
Auditors-General Conference, Lahore, Pakistan, 4 - 6 November 1996).

The usual methods are: 

i) government funds are sometimes misappropriated through flouting or
misinterpreting financial rules and regulations;
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ii) rules and regulations are observed, but corruption is made through
collusion internally with other relevant officials and/or externally with
suppliers/;contractors/others;

iii) holding back decisions/files for ‘speed money’;

iv) compelling the private sector to pay transaction-costs to obtain various
kinds of regulatory clearances/permits from the government;

v) providing undue favour either within rules or outside them in exchange
for pecuniary or other gains;

vi) leaking out and manipulation of confidential information of substantive
and material nature;

vii) sharing the unearned income/profit through falsification, suppression
and manipulation of records; and

viii) succumbing to undue pressure and intimidation by superiors, friends,
relatives as well as politically influential groups.

The above list is indicative and not exhaustive. It becomes not only
distressing, but frightening if society at large becomes inclined to accept
corruption as a way of live. The honest civil servants in such societies are
no more held in high esteem – rather they are often ridiculed as meek and
ineffective persons.

But let us not view corruption in isolation. Peoples’ psyche is made up by
the environment they live in. If the environment is made up of patronage and
nepotism, favouritism, administrative corruption and bureaucratic
intervention, official self-enrichment and protection rackets, accounting
riddles and kick-backs, when bribes for political favours at every level
become institutionalized, the resulting climate of individual decision-making
will be its mirror.

Corruption is not limited to the public sector alone. Indeed, the private
sector with its plentiful resources often exploits and perpetuates
weaknesses in the public sector.
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3. THE CONTROL OF CORRUPTION

Can corruption be controlled? How and by whom?

(a) Legislative control
" The Public Accounts Committee of Parliament
" The Office of the Auditor-General
" The Office of the Ombudsman

(b) Judicial control
The legal system dealing with corruption and the Administrative
Tribunals

(c) Special Agencies
Cabinet Committees, government commissions, Serious
Economic Crime Bureaus

(d) Internal Controls
The whole array of administrative and financial rules and
regulations, internal checks, delegation of powers and review and
monitoring

(e) Code of Conduct
Code of Conduct, discipline and ethics of public servants. I
welcome the establishment by Cabinet of a Committee on Ethics
and Anti-Corruption Regime. (Cabinet Resolution No.
25th/20.08.96/001)

(f) The Government Servants’ Conduct Rules
The Discipline and Appeal Rules, Dismissal on Conviction Rules,
etc.

Despite the existence of various internal and external institutions etc. to
control corruption, real success has been evasive. Why?

The Asian and Pacific Development Centre in collaboration wit Bangladesh
Public Admin. Training Centre, held a Conference in Dhaka, Bangladesh on
Financial Accountability (16 – 20 January 1994) and gave the following as
possible reasons:

i) weak, undefined and fragile interface between the political and
bureaucratic administration result in mutual exploitation of one by the
other;
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ii) delay in submission of audit reports and financial statements to the
legislature and insufficient role of the Controller and Auditor-General;

iii) non-observance of “Rules of Business” of the Government;

iv) proliferation of various organisations and agencies dealing with
financial indiscipline, economic crimes, breaches of trust and financial
mismanagement. This is counter-productive and provides many
escape routes on the one hand and can also be spiteful on the other;

v) need for transparent laws and greater access to information so that the
tendency to hide things can be remedied;

vi) complexity of rules and regulations needs simplification so that they
can be easily enforced;

vii) the moral and ethical systems have come under strong pressure and
as a result temptation has won and the4 conscience has lost;
extensive normative education is required for moral awareness;

viii) many important transactions remain undocumented;

ix) reward and punishment are not universally and consistently applied;

x) an audit system which focuses on results and performance would
enhance accountability and control corruption;

xi) democratic governance is essential for a system of accountability in
government and for controlling corrupt practices in administrative and
in financial matters; political will is necessary to fight corruption;

xii) improper functioning of parliamentary committees and delay in
implementing suggested actions; institutional support to various
parliamentary committees needs to be provided;

xiii) office of Ombudsman should be established where it does not exist
and strengthened where it exists.
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4. ACCOUNTABILITY

Corruption has generally been found to be flourishing in societies not
characterized by transparency and accountability.

The principle of public accountability has been recognized since the
existence of institutions of governments in ancient times. Aristotle in “The
Politics” said about public accountability and transparency:

“To protect the treasury from being defrauded, let all public money be
issued openly in front of the whole city, and let copies of the account be
deposited in the various wards . . .”

The Public Administration dictionary defines accountability as a
“condition in which individuals who exercise power are constrained by

external means and by internal norms.”

The Lahment Commission Report of Canada defines accountability as
“activating, but fragile element permeating a complex network

connecting the government upward to parliament and downward to a
geographically dispersed bureaucracy grouped in a bewildering array of
departments, corporations, boards and commission.”

It further says, 
“Accountability moves through this network like the current in a circuit

but always in some part of relations to the control centre, the Cabinet.”

The Tokyo Declaration of Guidelines on Public Accountability (1985) defines
accountability as:

“the obligations of persons/authorities entrusted with public resources
to report on the management of such resources and be answerable for the
fiscal, managerial and programme responsibilities that are conferred.”

Public accountability therefore appears to consist of the sum total of the
constitutional, statutory, administrative and judicial rules and precedents
and the established practices by means of which public officials may be held
accountable for their official actions.
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Public accountability thus entails three main elements:

(a) fiscal (financial) accountability, which includes fiscal integrity, full
disclosure and compliance with applicable laws and regulations such
as Treasury Instructions;

(b) administrative and managerial accountability, which covers
efficiency and economy in the use of public funds, property, human
and other resources;

(c) programme accountability, which is concerned with whether
programmes and activities of the government are achieving the
objectives effectively and efficiently in terms of both costs and results.

In a nutshell therefore, the objectives of using the well-known definitions
and explanations about accountability are to highlight that no government
can be termed a good one unless it is accountable to the people and that
accountability in its absolute term visualises an unconditional adherence to
the laid-down rules and procedures, amenability to performance evaluation,
transparency in decision-making, sticking to laid-down time schedule and
displaying efficiency and effectiveness.

Accountability should furthermore be understood as a moral code running
through the entire process which some may willy-nilly forget or bypass, but
nevertheless, this remains the backbone of a good government.

Absence of an accountability culture and institutions will lead to corruption.
There is hence a direct link between accountability, corruption, good
governance and societal demise.

5. CONCLUSIONS

With this lengthy exposition of accountability and corruption  as has been
discussed by governments, commissions and indeed in academics’
writings, I hope to have given you parameters within which to reflect upon
our Namibian situation.



When we come to discussion time you might wish to air your views on your
perceptions of accountability and corruption in our society. With your
permission therefore, may I also reserve my perceptions until then.

Thank you very much indeed for your patience and attention.
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Operational Problems encountered
in Auditing Public Accounts

Mr. Walter Barth
Deputy Auditor-General: Republic of Namibia

1. Availability of qualified and trained staff in all areas of accounting in
Offices/Ministries hampers proper auditing (including ignorant financial
advisers) e.g.

i) lack of knowledge of duties, laws, rules and regulations and
Treasury Instructions lead to non-compliance;

ii) insufficient understanding of principles of accounting and internal
control systems;

iii) prescribed accounting methodologies are not followed properly
iv) late or non-requests for virements leads to unauthorized

expenditure;
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v) commitment registers are not kept up to date;
vi) incomplete auxiliary records are kept to analyse balances in

suspense accounts;
vii) incorrect information is reflected in statements;
viii) lack of control and accounting over Government Assets;
ix) loss of experienced staff;
x) poor supervision;
xi) leave not recorded on leave records;
xii) high outstanding advances.

2. The powers, duties and objectives of the Office of the Auditor-General
are often not fully understood.

" expected to detect and follow up on fraud/irregularities
" instructions to audit different areas given by auditee

3. Segregation of duties in relationship with the different grades is not
always done effectively.

4. Control and checking of data input into the computer system is not
always properly done leading to incomplete or incorrect processed
data.

5. Audit queries are not attended to timeously.

" purpose: possible weak accounting areas.

6. Time-lines of the submission of annual report information to the Office
of the Auditor-General.

" legal reporting time-span – late reports
" late tabling
" late recommendations by PAC
" late responses.

7. Office accommodation for audit staff.

" vouchers/files have to be transported (time!!)
" cramped offices are detrimental to productivity
" small tables inefficient for data scrutiny.
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8. A lack of proper internal auditing as a preventative measure is
experienced in some Ministries.

" reliable data/reports/queries for use by external auditor to
determine weak areas.

9. Co-ordination between the Ministry of Finance and the other
Offices/Ministries regarding accounting transactions is lacking.

" journal entries (payments made on behalf)
" “corrections” of wrong allocations
" virements/suspension.

10. Inaccurate ledger information supplied by the Ministry of Finance (Fin
system ineffective).

" omission of cashbook runs in the main ledger
" lack of details regarding paid cheques (Bills payable).

11. Unavailability of data needed for audit purposes.

" salary files kept in regions
" disorderly filed documents/records
" destroyed records.

12. Quality of audits performed by the private sector on behalf of the
Auditor-General, mainly in respect of Municipalities, is not always up to
standard.

" review queries cannot be readily replied to
" cross references to working papers are lacking.

13. The new concept of performance auditing is not always clearly
understood by audit clients.

" reluctant to co-operate.

14. Lack of co-operation from auditee’s staff.



15. Other factors which influence the effective operations within the Office
of the Auditor-General are:

i) financial dependence – budget

ii) staffing dependence – Public Service

iii) shortage of trained staff

" capacity-building project funded by SIDA entailing
financial audit techniques
performance audit techniques
information technology (IDEA)

" training needs assessment by Office of the Prime Minister.
A training programme is to be drafted by the training
committee based on the recommendations within the report.

20
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How to overcome problems of
accountability and corruption 

Mr. Jadavji

INTRODUCTION

You have just heard from Mr. Barth examples of problems which his Office
experiences in  the course of audits.

Some of the problems identified by his Office raise question-marks on the
adequacy of the communication arrangements between the Audit Office
and certain audited bodies.

However, some of the problems highlighted raise question-marks on the
degree to which accountability responsibility is being carried out properly by
those charged with this responsibility.
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The purpose of my presentation is to put forward, in fairly broad terms,
some ideas on how accountability can be improved. In the short time
available, it would not be possible to go into great details about measures
designed to improve accountability. A further session can be arranged in the
future if, o n the basis of what you hear today, you feel that the topic needs
to be discussed in more depth.

I said improvements in accountability as opposed to perfected
accountability. Because in my experience in the financial and auditing field,
I have not come across a single case of perfect accountability in operation,
either in the public or the private sector. And I have had a long experience
in these fields.

The main reasons for this are that: to have in place the mechanism for
perfect accountability can be expensive in terms of resources required –
both human and money.

Sometimes gaps can exist in ideal procedures due to either prevailing
circumstances or cost=effectiveness. I will come back to this issue later in
my presentation.

One thing is sure, not only in Namibia, but almost every country in the world.
It is that the citizens of a country are now much more demanding about
issues concerning accountability in the public sector and, in particular,
accountability for public sector resources utilised.

In my opinion, the scrutiny of public sector business, including financial
management, is much more intense these days than that conducted by the
shareholders of private sector businesses.

To some extent this has always been the case, but in recent years, the
public’s focus on public sector accountability has increased dramatically.

One reason for this is that, almost every country in the world is stretched for
resources. This, together with the increased public interest, means that
there is much greater pressure on those responsible to fulfil their
accountability responsibilities properly.

I have been in Namibia for over two years. In that time I have gained a
reasonable level of knowledge of accounting and auditing functions in the
public sector.
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My suggestions on how accountability within the public sector can be
improved, are therefore of a nature which can be achieved within existing
financial resources at y our disposal.

The presentation will not cover the issue relating to accountability for the
selection of areas on which public resources should be spent. This is a
political and policy matter determined by the government of the day. A
government which has been elected by the citizens of the country. The
presentation is therefore concerned with accountability responsibilities
relating to the financial management of the State’s resources and account-
ing for those resources provided. I hope that this session will be a two-way
dialogue.

I am sure that most of you will be quite familiar with many of the
accountability problems which have been, or are about to be highlighted,
and with the possible solutions to these problems, which I will put before
you.

So, if I say something which you feel is just not practical in your context,
please say so, either during the presentation or afterwards. There may be
colleagues here who have not had the sam experience and might like to
hear of practical problems in introducing solutions to accountability
problems.

The objective of my presentation is to stimulate thinking and discussion on:
" Are there any accountability problems in your areas of responsibility?
" Are these serious accountability problems?
" If serious accountability problems exist in your area, can you improve

the situation through practical and cost-effective measures?
" And lastly, if serious accountability problems are not solved, what

might be the consequences, both for the nation and for the person who
is ultimately accountable?

PRESENTATION: 
HOW TO OVERCOME PROBLEMS OF ACCOUNTABILITY

Accountability: Who and for what?

Before tackling these questions, let us clarify very quickly who is
accountable and for what?
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Who?

Under the provision of the State Finance Act 1991, Section 8, the chief
executive officer of a ministry and of a public office is designated as the
Accounting Officer and charged with responsibilities for the proper
administration of funds and assets granted to his or her department,
ministry, etc.

For what?

Under the powers granted by Part II of the State Finance Act 1991, the
Treasury has spelt out in detail the responsibilities of the Accounting Officer.
(Treasury Instruction BB 0000). These responsibilities can be summarised
as follows:

" Proper budgeting for essential services to be rendered through the
State’s resources;

" Proper use of resources, by determining the most economic, efficient
and effective manner in which resources are used;

" Assurance that appropriate authorisation exists for all payments made
by him/her and on his/her behalf;

" All receipts due have been collected, paid over to the Receiver of
Revenue and properly accounted for;

" Establishment and maintenance of effective systems for and control of
State money and State assets under his/her charge;

" Accuracy of the accounting records, accounts and other financial
documents under his/her control.

Problems affecting Accountability and possible solutions

Budgeting procedures

It is essential that each public sector body – ministry, department, office,
local authority, etc. get its budget proposals or estimates right.

This is the key information  with which governments of almost all countries
in the world make decisions on priorities to be given to the provision of
public sector services and the level of resources required for these services.
Inaccurate estimates could have serious consequences on such decisions.
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If a ministry or department over-estimates resource needs, other areas of
the public sector with a genuine need might be deprived of the resources
required.

If a  ministry or department under-estimates resource needs, the
government might be forced to provide the shortfall by reducing approved
funding for other areas of public services or by borrowing funds in excess of
the planned level.

Under-estimating can lead to a situation where the ministry or department
concerned spends in excess of the funds authorised by the National
Assembly. If such occurrences are frequent and no-one is held accountable
for them, there is a real risk that the public will lose confidence in the
principle of parliamentary control over the nation’s resources.

It is extremely important that those ultimately accountable and their
managers monitor the budget position on a regular basis and, if necessary,
take corrective action on a timely basis. This requires up-to-date and
reliable information on expenditure incurred and paid for, as well as
commitments made by not yet paid for. The degree of details needed will
depend on the level at which monitoring is being done. For example,
monitoring information used by the Permanent secretary will not be as
detailed as that used by the managers directly responsible for the project or
the activity where expenditure is taking place.

As far as estimating or budgeting is concerned, those ultimately
accountable should ask themselves the following questions:

" Are the procedures in my organisation producing estimates based on
reliable and up-to-date information? For example:
* For services such as hospitals, schools, colleges, roads, tourism,

etc., are estimates based on reliable statistics such as usage
levels (both current and projected), population trends, locally
available expertise, etc?

* Are estimates of personnel costs based on actual work needs?
Do they take into account projected increase or decrease in
work-load? Do they take into account factors such as retirements
during the period for which estimates are being prepared? Or, are
personnel costs estimated on the basis of the previous estimate,
plus the projected pay increase in the coming year?



26

" Is there sufficient and regular monitoring of the budgetary position, and
is monitoring based on up-to-date information on payments made and
commitments outstanding?

Proper use of resources

One of the most important accountability issues now raised in almost every
country in the world, is whether the resources assigned to public sector
organisations are used in the most economic, efficient and effective way. In
other words, are the resources used providing best value for money?

Many countries have introduced procedures within their public sector
organisation which are aimed at maximising economy and efficiency, for
example in the procurement of goods and service; in services provided to
the public, etc. Most of the important procedures are in place in Namibia.
For instance:
" tender procedures,
" procedures for bulk purchasing of supplies needed by more than one

organisation,
" ministries, departments and offices are being made to justify the

performance of their core and non-core functions by using public
service staff on grounds of economy and efficiency.

Achieving the desired effect from the use of resources is a great challenge.
For example, which is the most effective medium for publicising or
communicating some important issue to the citizens of the country, for
example in the area of health, education, etc? Is it TV, radio, newspaper,
personal communication by public servants, etc?

Should we first start with a pilot publicity exercise in a town or a region, so
that the likely impact of publicity through a specific medium can be
assessed accurately, before large amounts of resources are committed?

How effective is expenditure on the provision of a school, when there are no
teachers available locally to teach in  that school? 

You can have in place the best procedures for maximising value for money
from the use of resources, but you will not achieve the desired results
unless the personnel in your organisation are sufficiently motivated and
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trained to achieve best value from the use of resources. Here also, regular
monitoring by management of projects and activities, during the on-going
stage is important to ensure that expenditure incurred on a project or an
activity is providing good value for money, or will do so when completed.

There should also be in place mechanisms for evaluating all major projects,
after completion, to assess whether expenditure incurred provided best
value for money and lessons to be learned when undertaking similar
projects in the future.

A private sector company which does not operate to maximum economy,
efficiency and effectiveness will become uncompetitive quite quickly. The
consequences may be reduction in the size of that company’s operation
with consequent reduction in jobs or at worst, liquidation or bankruptcy with
the loss of all jobs.

I would like to stress that not all private companies obtain maximum value
for money from the use of their resources, but in general, people working in
the private sector are generally more concerned about the risk of job
losses through uneconomical, inefficient and ineffective operation of
businesses.

People working in private sector companies are more likely to be rewarded
and recognised for achieving greater value for money from the use of the
company’s resources. This could be by way of a bonus, promotion, etc.

Many private sector companies invest heavily in training staff to achieve
maximum or better value for money in procurement of goods and service,
reducing production costs, selling techniques, etc.

Those accountable should ask themselves the following questions:
" Are there procedures in my organisation which, if followed properly,

would obtain best value for money from the use of resources?
" Are we ensuring that there is regular monitoring of projects during the

on-going stage to ensure that value for money is being or will be
obtained?

" Are we evaluating projects after completion to assess whether value
for money has been obtained and to learn lessons for the future?

" Is there a scope for increasing the motivation of the organisation’s
personnel in order that they constantly strive to obtain best value for
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money from the use of resources? Can the recently introduced pay
system be used to reward staff who improve value for money?

" Are our organisations doing enough to train staff in the area on how to
obtain best value for money from the use of public resources?

Financial Systems and Controls

The Treasury Instruction which I referred to earlier, requires accounting
officers to establish and maintain an effective system of internal auditing
and systems and controls relating to the State moneys and the State assets
under their charge.

If proper financial and accounting systems and controls are established and
if properly followed, those accountable would have very positive assurance
that they have carried out properly their responsibility for safe-guarding the
State’s assets and accounting for the resources used. A proper accounting
system, properly applied, would minimise errors and irregularities.

A sound financial system should ensure that:
" all financial transactions are for the purposes intended by the National

Assembly (in the case of ministries, departments and offices), or the
appropriate governing body (for example, the council in the case of
local authorities);

" expenditure decisions are properly approved by those authorised to do
so;

" subsequent payments are properly authorised by those authorised to
do so on the basis of proper evidence that the goods or services
ordered have been received and are of satisfactory quality;

" all receipts due are collected and banked promptly;
" all payments and receipts transactions are properly accounted for;
" financial statements and financial information for management

purposes is produced on a timely basis;
" the State’s assets, such as cash, stores, vehicles, are properly

safe-guarded.

I would suggest that as far as the Namibian Government sector is
concerned (i.e. ministries, departments and offices), the financial
procedures currently prescribed in various Treasury Instructions constitute
the basis for a sound financial system.



My experience shows that the main problem faced by ministries,
departments and offices in operating their financial system is the lack of
sufficient competent staff who can carry out the prescribed supervisory and
control functions.

In summary, the audits carried out by the Auditor-General’s Office show that
the main reasons for actual or potential errors and irregularities are:
" insufficient supervision of staff initiating financial transactions to

ensure that goods or services requested are for authorised purposes;
" insufficient checks to ensure that the procurement of goods and

services is in accordance with prescribed procedures (e.g. tender-
board procedures);

" insufficient checks to ensure that payments are authorised only by
those with appropriate levels of delegated authority;

" lack of segregation of duties relating to the ordering of and payment for
goods and services;

" insufficient checks to ensure that the financial records, prepared on
their behalf by the Ministry of Finance, reflect properly all transactions
which have taken place;

" insufficient and proper checks to ensure that the State’s assets, such
as cash, stores, etc., are properly safe-guarded, promptly banked and
accounted for. In some cases, prompt banking of cash can be a
problem due to the location of the cash collection point. Nevertheless,
when the audit finds a cash collection point holding cash in excess of
N$100 000 collected over a week to ten days, questions arise as to
why some or most of this money was not already banked?

Those accountable should ask themselves:
" whether the weaknesses which I have just described exist within their

organisations?; and
" if one or more of these weaknesses exist within their systems, can they

be overcome through employing fewer, but skilled and experienced
staff, in place of a larger number of staff who may not be right for the
job which needs to be done, or by providing training to staff already in
post?

An important responsibility which is not being fulfilled by many of those
accountable, is the establishment of an effective internal auditing function.
All weaknesses referred to earlier, would be capable of being detected by
skilled internal audit staff. Establishment of an effective internal audit unit
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within each organisation would be a good investment for the State and
would pay dividends.

The experience of the Auditor-General’s Office suggests that those
ministries, departments and office which have internal audit units, need to
do more to provide them with good and continuing training. In this regard
the Office of the Auditor-General and the Ministry of Finance commenced a
training programme for internal auditors last year. The initial feedback about
the effectiveness of this training is encouraging, but we will have to wait and
see its long-term effect.

This training was done by using external consultants, here for a short
period, and the Auditor-General’s staff, doing it voluntarily and making up
the lost audit time through unpaid overtime. This is not a satisfactory
arrangement.

Those accountable, should consider whether they are properly meeting
their responsibility for establishing an effective internal audit function within
their organisation.

Those who have an internal audit unit, should ask themselves whether the
auditors have sufficient knowledge and skills to carry out their tasks
properly; and whether they need to provide in their budget for the
continuing training of their internal audit staff.

Fraud and Corruption

The world is littered with cases of fraud and corruption occurring due to
weak systems and ineffective controls. Some of the main weaknesses
which     facilitate fraud can be summarised as follows:
" lack of separation of duties. For example:

* a person responsible for ordering, receiving and authorising
payments for goods and services is in position to commit fraud;

* a person who is responsible for the collection of cash, banking
and accounting for the cash collected is in a position to commit
fraud;

* a person responsible for authorising the payment of a claim and
receiving cheques for onward distribution, is in a position to
generate and pay false claims. In such cases the prime risk of
detection is significantly reduced;



" lack of control over equipment assigned to employees. For example:
* no single person is made responsible for equipment required for

use by a group of employees. This can result in the equipment in
question “disappearing”, but no-one being held accountable;

* known weaknesses in inventory procedures and controls.
Employees might “borrow equipment allegedly for a short period”
and not being required to sign that he/she has it in his/her charge.
In such circumstances, there is a risk that the equipment will not
be returned and that, due to lack of evidence, no action is possi-
ble to retrieve the equipment.

" lack of proper and regular stock-taking and proper investigation of
discrepancies identified.

Finally, many frauds were facilitated due to the absence of sufficient
management checks. It is very important that managers carry out
supervisory and management checks both as a matter of routine and by
surprise.

It is important to establish the belief amongst employees that if they try to
abuse or defraud the system, there is a very good chance that they will be
caught quickly through management checks. Management checks need not
be extensive and should be regarded as supplementary to those
undertaken by internal audit. Such checks act as a deterrent. But they also
provide assurance concerning the operation of the financial and accounting
systems.

Those responsible should ask themselves the question:
Is there a risk of fraud taking place within their organisation due to the
existence in their financial system of one or more weakness which I have
just referred to?

Corruption

The definition of corruption includes:
" Bribery by accepting or giving money or gifts;
" mis-use of power;
" favouritism;
" nepotism;
" disclosing or withholding of information for gain.
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In the main, corruption in the public sector occurs through acceptance of
bribery. I am of course speaking from my experiences in the audit field.
From this experience, I can say that corrupt practices occur mainly in the
purchasing field. Risk areas include contracting for construction work,
purchase of vehicle fleets, stores, equipment, office supplies and, hiring of
consultants or specialists.

Prima facie evidence of corruption includes:
" repeated entertaining;
" invitations to important/expensive functions;
" expensive holidays (beyond normal means);
" expensive lifestyle.

Measures to minimise the risk of corruption include:
" involving more than one person in selecting suppliers invited to tender;
" involving more than one person in the evaluation of tenders;
" regular rotation of staff assigned to carry out procurement duties.

Those accountable should ask themselves whether they are satisfied with
measures currently in place to guard against their organisation falling victim
to corrupt practices.

Conclusion

Finally, I am sure that colleagues here are aware of the personal liability
clause in the State Finance Act 1991. This states that where an accounting
officer has caused loss or damage or has been so unjustly enriched, the
Treasury shall determine the amount of such loss, damage or enrichment
and . . . by notice in writing order such person to pay the amount so
determined within a period of thirty days . . .

TREASURY INSTRUCTIONS

B B 0000. ACCOUNTING OFFICERS

B B 0101. An accounting officer who, under section 8 of the Act, is
charged with the general financial administration of a vote
and State moneys under his control, shall be responsible
for -
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(a) clearly identifying and determining those essential
services which he must render to provide for the needs
of the State;

(b) determining the priority which the rendering of a
particular service should be given within the limits of the
money available or money which may be made
available;

(c) determining and planning of the most economic way in
which a service can be effectively rendered;

(d) the submission and motivation of the Treasury, in the
form as determined by the Treasury and when and as
the Treasury may from time to time request them, of
long-term estimages and draft estimages in respect of
the services which he intends rendering, together with
his proposals for the allocation of moneys to this effect;  

(e) the most advantageous utilisation of the moneys
allocated to him in the approved budget;

(f) the regular evaluation and, where possible,
improvement of the effectiveness and efficiency of the
fulfilment of the needs and the rendering of the services
for which State moneys were made available;

(g) all expenditure incurred from State moneys under his
control, and the assurance that the appropriate
authorisation exists for all payments made by him and
on his behalf;

(h) the submission, to the Auditor-General, of a voucher, or
an order given in terms of section 25(1)(c)(iv) of the Act,
for each payment made by him from State moneys;

(i) the accuracy of the accounting records, accounts and
other financial documents under his control and the
establishment and maintenance of effective systems of
internal auditing and control of State moneys, other
property of the State and securities;

(j) answering all queries which the Auditor-General, in the
performance of his duties, may direct to him;

(k) informing his financial adviser promptly when changes in
ministerial policy and administration, a new project,
scheme or service or changes to an existing project,
scheme or service which will influence expenditure or
revenue, are contemplated.



B B 0102. An accounting officer shall not be discharged from his
responsibility for an irregular payment made at the instance
of the Executive Authority or the head of a department,
where the latter is not the accounting officer, except if he
has, prior to making the payment, in writing expressly called
the attention of the Executive Authority or head of
department to the irregularity, and his objection was set
aside.

B B 0103. An accounting officer shall obtain written authorisation from
the Treasury for all expenditures not defined in Chapter
T.I. D D 0000.

B B 0104. An accounting officer shall, subject to T.I. E A 0000,
immediately report to the Auditor-General and the Treasury
and provide the available particulars of, all losses resulting
from any irregular payment of State moneys, fruitless
expenditure or failure to collect money due to the State, or
any deficit in, loss, destruction or damage to the State
moneys, stamps, face-value items and forms having
potential value,     securities, equipment, stores and other
State property.

B B 0105. In terms of section 8 of the Act, an accounting officer shall
be responsible for all the State moneys received by him and
shall, in accordance with the instructions of a receiver of
revenue, account for all revenue collected by him in order to
enable the receiver to enter such revenue in his accounts.

B B 0106. The accounting officer shall appoint a ministerial
economizing committee with a member of the management
cadre as chairman, and including various other members,
one of whom must be the Financial Adviser, to control all
expenditure within the ministry and consider all requests for
authorisation to incur expenditure, before the application in
the submission concerned is recommended to the Treasury.
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Interactive Data Extraction and Analysis
(IDEA) – an introduction

Eva Eriksson

IDEA is as computer software used mainly by the external auditors for
extraction and analysing information in the financial records. The software
is also used by organisations to analyse economic information for
management purposes and as an internal control tool for detecting errors
and irregularities, including fraud.

IDEA is supplied by the Canadian Institute of Chartered Accountants
(CICA). Two versions of IDEA are available – a DOS version and a version
for Windows. Both have similar functions and facilities, but the latter version
is faster and more user-friendly. The use of either version will require a
computer with a memory of at least 8 mega bytes.
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The functions of IDEA are usually performed on financial or economic
information down-loaded from a computerised system, e.g. the Funds
Control System or the Salary System. The down-loaded information should
contain all transactions recorded in the system during a specified period,
e.g. all invoices paid during the period June to August. Please note that the
down-loaded information will contain only the data recorded to the system
by the organisation, e.g. invoice number, supplier’s name, description of
goods, cheque number, cheque date, cheque amount, etc.

It is important to remember that while IDEA is an excellent tool, its
effectiveness will depend on the users’ judgement regarding information
required, the way in which information should be analysed and conclusions
on the findings.

Examples of useful functions in IDEA:

" Enables extraction of selected data from down-loaded file, e.g.
account codes, names of suppliers, large amounts, etc.

" Can sort down-loaded information in preferred order, e.g. n account
codes, suppliers in alphabetic order, amounts in ascending or
descending order, etc. This is a very useful facility when dealing with
files in which information is presented in the way it was originally
recorded.

" Extracting samples, e.g. for audit tests. The selection can be random,
systematic or monetary unit selection.

" Summarisation, e.g. total value of expenditure charged against a
particular account code, or total amount purchased from a particular
supplier.

" Stratification, i.e. sorting transactions into value ranges, e.g. all
transactions between 1 to 25 000 and 25 001 to 50 000. etc.

" Identification of double payments.

" Detecting gaps in number sequences, e.g. cheque numbers.

" Comparing information in files from different sources.



" Exporting information from IDEA to other tools, e.g. Excel, in order to
do further calculations, comparisons, etc.

If you need further information on IDEA, please contact Mrs. Eva Eriksson
at the Office of the Auditor-General: tel. no. 237443; fax no. 224301;
eMail rrv-ee@windhoek.org.na
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