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Abstract 

Public Financial Management (PFM) plays a critical role in ensuring fiscal discipline, 

transparency, accountability, and effective service delivery within subnational 

governments. This review paper comparatively examines the efficiency of PFM 

systems in subnational governments in the United States and Ghana, with particular 

emphasis on budgeting processes, revenue mobilization, expenditure control, fiscal 

decentralization, public accountability, digital financial systems, and institutional 

governance frameworks. The study explores how differing political structures, 

administrative capacities, and economic conditions influence the performance and 

efficiency of state and local governments in managing public resources. Drawing on 

existing empirical studies, policy reports, and institutional frameworks, the review 

identifies key strengths in the United States’ decentralized fiscal governance model, 

including advanced financial reporting standards, performance-based budgeting, and 

robust audit mechanisms, while also highlighting challenges such as pension 

liabilities, intergovernmental fiscal imbalances, and political polarization. In contrast, 

Ghana’s subnational PFM system demonstrates ongoing reforms aimed at 

strengthening fiscal decentralization, transparency, and accountability through 

initiatives such as the Ghana Integrated Financial Management Information System 

(GIFMIS) and local government capacity-building programs, although persistent 

challenges remain in revenue generation, corruption control, weak institutional 

enforcement, and limited technical expertise. The paper further analyzes comparative 

lessons, reform strategies, and best practices that can enhance efficiency, fiscal 

sustainability, and public trust in subnational governance systems across developing 

and developed economies. The study concludes that effective PFM efficiency at the 

subnational level depends on strong institutional capacity, transparent fiscal 

governance, technological integration, citizen participation, and consistent policy 

implementation. 

 

Keywords: Public Financial Management (PFM), Fiscal Decentralization, Subnational Governments, Budget Implementation, 
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1. Introduction 

1.1. Concept and Importance of Public Financial Management (PFM) 

Public Financial Management (PFM) refers to the comprehensive system through which governments plan, allocate, manage, 

control, and monitor public financial resources in order to achieve national and subnational development objectives efficiently 

and transparently. It encompasses a broad range of fiscal activities including budgeting, revenue mobilization, expenditure 

management, accounting, procurement, auditing, and financial reporting. Within subnational governments, PFM serves as a 

critical governance mechanism for ensuring that public resources are utilized effectively to deliver social services, infrastructure, 

and economic development outcomes (Okpanachi et al., 2025) [55]. The efficiency of PFM systems has become increasingly 

important in both developed and developing economies due to rising public expenditure demands, fiscal decentralization 

reforms, and increasing citizen expectations for transparency and accountability. In comparative governance studies involving 
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the United States and Ghana, PFM efficiency is closely 

associated with institutional capacity, fiscal discipline, 

transparency frameworks, and the effectiveness of 

intergovernmental fiscal relations (Okpanachi et al., 2025) 
[55]. In the United States, state and local governments rely 

heavily on performance-based budgeting systems, advanced 

accounting standards, and digital financial reporting 

mechanisms that strengthen accountability and resource 

optimization. Conversely, Ghana’s subnational governments 

continue to implement reforms aimed at improving budgeting 

efficiency, financial transparency, and expenditure controls, 

particularly through decentralization policies and integrated 

financial management systems. However, challenges such as 

weak institutional enforcement, limited internally generated 

revenue, and administrative inefficiencies continue to affect 

fiscal performance at the local government level (Okpanachi 

et al., 2025) [55]. PFM is important because it directly 

influences fiscal sustainability, macroeconomic stability, 

public trust, and service delivery outcomes (Okpanachi et al., 

2025) [55]. Effective PFM systems enhance governmental 

credibility by minimizing corruption, improving budget 

credibility, and ensuring prudent allocation of scarce public 

resources (Andrews, 2010) [13]. Additionally, digital financial 

management systems improve expenditure tracking, financial 

reporting accuracy, and accountability across government 

institutions, thereby strengthening governance effectiveness 

and fiscal oversight mechanisms (Diamond & Khemani, 

2005) [25]. 

 

1.2. Role of Subnational Governments in Fiscal 

Governance 

Subnational governments play a central role in fiscal 

governance by serving as the primary institutional link 

between national fiscal policies and local socioeconomic 

development outcomes (Okpanachi et al., 2025) [55]. These 

governments, which include states, provinces, municipalities, 

districts, and local authorities, are responsible for 

implementing public policies, managing decentralized 

budgets, mobilizing local revenues, and delivering essential 

public services such as healthcare, education, transportation, 

sanitation, and infrastructure development. Within the 

framework of Public Financial Management (PFM), 

subnational governments contribute significantly to fiscal 

stability, accountability, and efficient resource allocation, 

particularly in decentralized governance systems such as 

those of the United States and Ghana (Onwuzurike et al., 

2025) [57]. Fiscal governance at the subnational level involves 

the coordination of budgeting, expenditure management, 

taxation, debt administration, and intergovernmental fiscal 

transfers (Okpanachi et al., 2025) [55]. In the United States, 

state and local governments possess considerable fiscal 

autonomy, enabling them to design and implement budgets 

aligned with regional economic priorities and development 

objectives. This decentralized fiscal structure promotes 

policy innovation, responsiveness to local needs, and 

enhanced accountability through locally elected institutions 

and robust financial oversight systems. According to Oates 

(1999) [53], fiscal federalism improves public sector efficiency 

because local governments possess better information about 

community preferences and service delivery requirements, 

thereby enabling more effective allocation of public 

resources. In Ghana, subnational governments operate within 

a decentralized administrative structure intended to 

strengthen participatory governance and improve service 

delivery across districts and municipalities. Local 

governments are expected to mobilize internally generated 

funds while also managing transfers from the central 

government to finance development projects and social 

programs (Ijiga et al., 2025) [35]. However, institutional 

weaknesses, limited fiscal autonomy, inadequate technical 

capacity, and dependence on central government allocations 

continue to constrain effective fiscal governance at the local 

level. Smoke (2015) [71] argues that successful 

decentralization reforms depend largely on administrative 

capacity, accountability mechanisms, and clear 

intergovernmental fiscal arrangements that support 

sustainable public financial management practices. 

 

1.3. Overview of Public Financial Management Systems 

in the United States and Ghana 

Public Financial Management (PFM) systems in the United 

States and Ghana reflect differing institutional structures, 

economic capacities, governance traditions, and fiscal 

decentralization arrangements, yet both systems are 

fundamentally designed to promote accountability, 

transparency, fiscal discipline, and effective public service 

delivery (Uzoma et al., 2024) [77]. PFM systems encompass 

the processes, institutions, legal frameworks, and 

technological mechanisms used by governments to manage 

public revenues, expenditures, budgeting, procurement, 

accounting, auditing, and financial reporting. In comparative 

analysis, the United States represents a mature and highly 

decentralized PFM structure, while Ghana demonstrates an 

evolving PFM system shaped by administrative reforms and 

developmental governance priorities (Uzoma et al., 2024) [77]. 

In the United States, subnational PFM systems operate 

through constitutionally empowered state and local 

governments with substantial fiscal autonomy and clearly 

defined expenditure responsibilities. State governments 

generate revenues through taxes, service charges, grants, and 

borrowing mechanisms, while local governments administer 

budgets aligned with regional development priorities (Uzoma 

et al., 2024) [77]. The U.S. PFM system emphasizes 

performance-based budgeting, accrual accounting standards, 

transparent procurement systems, legislative oversight, and 

independent auditing institutions that strengthen fiscal 

accountability and resource efficiency. Advanced digital 

financial systems and integrated reporting mechanisms 

further enhance transparency, expenditure monitoring, and 

policy evaluation across multiple levels of government (Allen 

et al., 2013) [10]. Conversely, Ghana’s PFM system has 

undergone significant reforms aimed at strengthening fiscal 

governance, decentralization, and public accountability 

(Uzoma et al., 2024) [77]. The country has implemented 

various institutional frameworks such as the Public Financial 

Management Act, medium-term expenditure frameworks, 

and the Ghana Integrated Financial Management Information 

System (GIFMIS) to improve budget credibility and 

expenditure control. However, Ghanaian subnational 

governments continue to face challenges including weak 

internally generated revenue capacity, delayed fiscal 

transfers, limited administrative expertise, and insufficient 

monitoring systems. According to Shah (2007) [70], effective 

PFM systems depend heavily on institutional coordination, 

transparent budgetary institutions, and strong accountability 

frameworks that support prudent fiscal management and 

sustainable development outcomes. 
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1.4. Objectives, Scope, and Significance of the Review 

The primary objective of this review is to critically examine 

and compare the efficiency of Public Financial Management 

(PFM) systems within subnational governments in the United 

States and Ghana, with emphasis on budgeting processes, 

fiscal decentralization, revenue mobilization, expenditure 

control, transparency, accountability, and institutional 

governance mechanisms. The review seeks to identify the 

major structural and operational factors that influence fiscal 

performance at the subnational level and to evaluate how 

differing political, administrative, and economic 

environments shape the effectiveness of public resource 

management in both developed and developing governance 

systems. Additionally, the study aims to explore the extent to 

which digital financial systems, regulatory reforms, and 

institutional accountability frameworks contribute to 

improved fiscal governance and service delivery outcomes 

across local and state government institutions. The scope of 

the review covers comparative analysis of fiscal governance 

structures, legal and institutional frameworks, budgeting 

systems, public expenditure management practices, and 

financial accountability mechanisms operating within 

subnational governments in both countries. The study also 

assesses the role of decentralization policies, 

intergovernmental fiscal relations, auditing systems, and 

financial reporting standards in enhancing or constraining 

PFM efficiency. Particular attention is given to the 

differences in fiscal autonomy, administrative capacity, and 

technological integration between the United States and 

Ghana, as these variables significantly influence public sector 

efficiency and governance outcomes. 

The significance of this review lies in its contribution to 

comparative public administration and fiscal governance 

literature by providing a deeper understanding of how 

institutional quality and financial management systems affect 

subnational government performance. The study further 

offers policy-relevant insights for strengthening 

transparency, fiscal discipline, accountability, and 

sustainable public service delivery in decentralized 

governance systems. Through comparative evaluation, the 

review supports evidence-based reforms aimed at improving 

public trust, institutional effectiveness, and financial 

sustainability within subnational administrations. 

 

2. Theoretical and Institutional Foundations of Public 

Financial Management 

2.1. Theories Underpinning Public Financial 

Management Efficiency 

Public Financial Management (PFM) efficiency is grounded 

in several theoretical frameworks that explain how 

governments can effectively allocate, manage, and monitor 

public resources to achieve fiscal discipline, accountability, 

economic stability, and improved service delivery 

(Ogbuonyalu et al., 2025) [54]. These theories provide the 

conceptual basis for understanding the structure and 

operational performance of financial management systems 

within subnational governments in both developed and 

developing economies. Among the most influential 

theoretical perspectives underpinning PFM efficiency are the 

Theory of Public Finance and the New Public Management 

(NPM) Theory, both of which significantly shape fiscal 

governance reforms in countries such as the United States and 

Ghana (Ogbuonyalu et al., 2025) [54]. The Theory of Public 

Finance, advanced by Musgrave (1959) [50], emphasizes the 

role of government in resource allocation, income 

distribution, and macroeconomic stabilization. The theory 

explains that effective public financial systems are necessary 

to ensure equitable distribution of resources, efficient public 

expenditure management, and sustainable economic 

development. Within subnational governments, this theory 

supports fiscal decentralization and the allocation of financial 

responsibilities to local authorities in order to improve 

responsiveness to community needs and strengthen service 

delivery outcomes. In the context of the United States and 

Ghana, the theory highlights the importance of sound 

budgeting systems, revenue mobilization strategies, and 

expenditure controls in achieving fiscal efficiency and 

accountability (Ogbuonyalu et al., 2025) [54]. The New Public 

Management theory further strengthens the understanding of 

PFM efficiency by advocating for private-sector management 

principles within public sector administration. Hood (1991) 
[33] argues that governments should adopt performance 

measurement systems, managerial accountability, 

decentralization, transparency, and results-oriented 

budgeting practices to improve efficiency in public 

institutions (Ogbuonyalu et al., 2025) [54]. This theoretical 

perspective has influenced modern PFM reforms such as 

performance-based budgeting, digital financial management 

systems, and audit-driven accountability mechanisms 

implemented across subnational governments. In 

comparative fiscal governance, these theoretical foundations 

demonstrate that institutional efficiency, managerial 

competence, and transparent financial administration are 

essential for strengthening public trust, reducing corruption, 

and improving fiscal sustainability (Ijiga et al., 2025) [35]. 

 

2.2. Fiscal Decentralization and Intergovernmental Fiscal 

Relations 

Fiscal decentralization and intergovernmental fiscal relations 

constitute foundational elements of Public Financial 

Management (PFM) efficiency, particularly within 

subnational governance systems such as those in the United 

States and Ghana as represented in figure 1 (Abiodun et al., 

2025) [1]. Fiscal decentralization refers to the transfer of 

revenue-generation authority, expenditure responsibilities, 

and decision-making powers from central governments to 

subnational entities, enabling local governments to respond 

more effectively to region-specific development needs 

(Abiodun et al., 2025) [1]. Intergovernmental fiscal relations, 

on the other hand, describe the financial and institutional 

linkages between central and subnational governments, 

including fiscal transfers, revenue-sharing arrangements, 

borrowing frameworks, and regulatory oversight 

mechanisms that ensure macroeconomic stability and equity 

across jurisdictions (Abiodun et al., 2025) [1]. In advanced 

decentralized systems such as the United States, fiscal 

decentralization is characterized by strong subnational 

autonomy, where states and local governments possess 

significant authority over taxation, budgeting, and public 

expenditure decisions. This arrangement enhances fiscal 

efficiency by aligning public service delivery with local 

preferences and encouraging competition among 

jurisdictions to improve governance outcomes. According to 

Weingast (2009) [78], effective fiscal federalism depends on 

credible constraints on central authority and well-structured 

incentives that encourage subnational governments to 

maintain fiscal discipline while delivering public goods 

efficiently (Abiodun et al., 2025) [1]. In developing 
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governance contexts such as Ghana, fiscal decentralization is 

still evolving, with subnational governments heavily reliant 

on intergovernmental fiscal transfers due to limited internal 

revenue mobilization capacity. While decentralization 

reforms aim to enhance local accountability and service 

delivery, challenges such as delayed transfers, weak fiscal 

autonomy, and uneven revenue capacities continue to 

constrain effective intergovernmental fiscal coordination. 

Faguet (2014) [27] emphasizes that decentralization improves 

governance outcomes when accompanied by strong 

institutional capacity, transparent fiscal rules, and effective 

accountability mechanisms that ensure efficient allocation 

and utilization of public resources across government levels. 

Figure 1 illustrates the concept of Fiscal Decentralization and 

Intergovernmental Fiscal Relations by depicting a central 

government institution distributing financial resources to 

multiple subnational governments through interconnected 

fiscal channels. The large government building on the left 

symbolizes the central authority, while the smaller buildings 

represent state, municipal, and local government entities 

responsible for delivering public services. The flowing 

streams of currency signify intergovernmental fiscal 

transfers, revenue-sharing arrangements, grants, and budget 

allocations that support local development activities. The 

interconnected pathways highlight the coordination required 

between different levels of government to ensure effective 

budgeting, expenditure management, and service delivery. 

The visual also emphasizes the principle that fiscal 

decentralization enhances local governance by providing 

subnational governments with resources and decision-

making authority to address community needs, while 

maintaining accountability and oversight through structured 

intergovernmental fiscal relations. In the context of 2025, the 

diagram reflects the growing importance of efficient fiscal 

transfer systems, digital financial governance, transparency, 

and institutional coordination in strengthening Public 

Financial Management (PFM) efficiency, fiscal 

sustainability, and responsive service delivery across 

decentralized governance systems such as those of the United 

States and Ghana. 
 

 
 

Fig 1: Fiscal Decentralization and Intergovernmental Fiscal Relations (Alliance 2025) 

 

2.3. Institutional and Legal Frameworks Governing 

Subnational PFM in the United States 

The institutional and legal frameworks governing subnational 

Public Financial Management (PFM) in the United States are 

anchored in a complex system of constitutional provisions, 

statutory regulations, fiscal rules, and administrative 

institutions that collectively ensure accountability, 

transparency, and efficiency in public resource management 

(George et al., 2025) [30]. These frameworks define the fiscal 

authority of state and local governments, regulate budgeting 

and expenditure processes, and establish oversight 

mechanisms that guide financial decision-making across 

subnational entities (Ussher-Eke et al., 2025) [72]. The U.S. 

system is characterized by a high degree of fiscal federalism, 

where subnational governments operate with significant 

autonomy but within a structured legal environment that 

enforces fiscal discipline and institutional accountability. At 

the core of this framework are state constitutions and local 

government charters that delineate revenue-raising powers, 

borrowing limits, and expenditure responsibilities (Ussher-

Eke et al., 2025) [72]. These legal instruments are reinforced 

by statutory budgeting requirements, balanced budget rules 

in most states, and stringent public auditing standards that 

enhance fiscal responsibility. Legislative bodies at both state 

and local levels play a crucial role in budget formulation and 

approval, ensuring democratic oversight of public financial 

decisions. Rubin (2016) [67] emphasizes that budgeting in the 

United States is inherently political, with institutional 

frameworks designed to balance competing interests while 

maintaining fiscal sustainability and accountability (Ussher-

Eke et al., 2025) [72]. Additionally, independent audit 

institutions, such as state auditors and inspector general 

offices, provide external oversight to detect inefficiencies, 

prevent mismanagement, and ensure compliance with 
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financial regulations. The role of legislatures in budget 

oversight further strengthens institutional checks and 

balances, promoting transparency and reducing opportunities 

for fiscal mismanagement. Posner and Park (2007) [63] 

highlight that legislative engagement in budgeting enhances 

fiscal discipline and improves the credibility of public 

financial systems (Ussher-Eke et al., 2025) [72]. Collectively, 

these institutional and legal structures ensure that subnational 

PFM in the United States remains highly structured, 

transparent, and performance-oriented. 

 

2.4. Institutional and Legal Frameworks Governing 

Subnational PFM in Ghana 

The institutional and legal frameworks governing subnational 

Public Financial Management (PFM) in Ghana are structured 

within a decentralized governance system designed to 

enhance local autonomy, improve service delivery, and 

strengthen accountability at the district and municipal levels 

as presented in table 1. (Amebleh & Igba, 2024) [12]. These 

frameworks are anchored in constitutional provisions, 

statutory laws such as the Local Governance Act, and public 

financial regulations that define the responsibilities of 

Metropolitan, Municipal, and District Assemblies (MMDAs) 

in managing public resources. The frameworks also establish 

the institutional relationship between central government 

authorities and subnational entities, particularly in relation to 

fiscal transfers, budgeting procedures, and expenditure 

controls. Despite the existence of formal legal structures 

supporting decentralization, Ghana’s subnational PFM 

system continues to operate within a highly centralized fiscal 

environment. (Amebleh & Igba, 2024) [12]. Local 

governments are required to adhere to national budgeting 

guidelines, medium-term expenditure frameworks, and 

financial reporting standards established by central 

authorities. This limits fiscal autonomy and affects the ability 

of subnational governments to independently mobilize and 

allocate resources in response to local development priorities. 

Crook (2003) [24] notes that while decentralization reforms in 

African countries aim to enhance local governance 

effectiveness, their outcomes are often constrained by 

persistent central government control and weak institutional 

capacity at the local level (Amebleh & Igba, 2024) [12]. 

Institutional arrangements such as the Controller and 

Accountant-General’s Department and the Ministry of 

Finance play key roles in overseeing financial compliance 

and ensuring uniform accounting practices across subnational 

governments. Additionally, audit institutions such as the 

Ghana Audit Service provide external oversight to promote 

accountability and reduce financial mismanagement. 

However, challenges including weak enforcement of 

regulations, limited technical expertise, and delays in fiscal 

transfers undermine the effectiveness of these frameworks. 

(Bukari et al., 2025) [20] emphasizes that successful 

decentralization in Ghana requires stronger institutional 

capacity, improved accountability mechanisms, and greater 

fiscal autonomy for local governments to achieve meaningful 

public financial management efficiency. 

 
 

Table 1: Institutional and Legal Frameworks Governing Subnational PFM in Ghana 
 

Institutional/Legal 

Framework 
Role in Subnational PFM Strengths and Contributions Challenges and Limitations 

Constitutional and 

Decentralization 

Frameworks 

Provide the legal foundation for 

decentralization and define the fiscal 

responsibilities of Metropolitan, 

Municipal, and District Assemblies 

(MMDAs). 

Promote local governance, 

accountability, and citizen 

participation in public financial 

management. 

Fiscal authority remains partially 

centralized, limiting the financial 

independence of local governments. 

Local Governance Act and 

Public Financial 

Management Regulations 

Establish rules for budgeting, financial 

reporting, expenditure control, and 

revenue administration at the 

subnational level. 

Enhance standardization, fiscal 

discipline, and compliance with 

national financial management 

requirements. 

Weak enforcement, administrative 

bottlenecks, and inconsistent 

implementation across districts reduce 

effectiveness. 

Ministry of Finance and 

Controller and Accountant-

General’s Department 

Oversee budget preparation, fund 

disbursement, accounting procedures, 

and financial compliance in local 

governments. 

Ensure uniform financial 

management practices and 

strengthen oversight of public 

funds. 

Delays in fiscal transfers and excessive 

central oversight can constrain local 

decision-making and budget 

execution. 

Ghana Audit Service and 

Accountability Institutions 

Conduct audits, monitor financial 

activities, and identify irregularities 

within subnational governments. 

Promote transparency, 

accountability, and prudent 

utilization of public resources. 

Limited technical capacity, delayed 

audit reporting, and inadequate 

enforcement of audit recommendations 

weaken oversight effectiveness. 

3. Comparative Analysis of Budgeting and Revenue 

Mobilization Systems 

3.1. Budget Formulation and Implementation Processes 

in U.S. Subnational Governments 

Budget formulation and implementation processes in U.S. 

subnational governments constitute a central component of 

Public Financial Management (PFM) efficiency and are 

designed to ensure fiscal discipline, accountability, 

transparency, and effective public service delivery 

(Onyekaonwu et al., 2024) [60]. State and local governments 

in the United States operate within a highly decentralized 

fiscal framework that grants substantial authority over 

revenue generation, expenditure allocation, and financial 

planning (George et al., 2025) [30]. Budget formulation 

typically begins with executive agencies and departmental 

units preparing expenditure proposals based on policy 

priorities, projected revenues, and socioeconomic 

development objectives. These proposals are reviewed by 

executive budget offices before submission to state 

legislatures or local councils for debate, amendment, and 

approval (Onyekaonwu et al., 2024) [60]. The budgetary 

process in U.S. subnational governments is heavily 

influenced by institutional rules, political negotiations, and 

legal requirements such as balanced budget mandates. Most 

states are constitutionally required to maintain balanced 

budgets, which strengthens fiscal discipline and limits 

excessive borrowing. Wildavsky and Caiden (2004) [79] 

explain that budgeting in democratic systems is not merely a 
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technical exercise but a political process involving 

competition among stakeholders for limited public resources. 

Consequently, budget formulation reflects negotiations 

between executive authorities, legislative institutions, public 

agencies, and community interest groups. Implementation of 

approved budgets involves the allocation and monitoring of 

public expenditures through established accounting systems, 

procurement regulations, and performance evaluation 

mechanisms. Many U.S. states and municipalities have 

adopted performance-based budgeting and digital financial 

management systems to improve expenditure tracking, 

operational efficiency, and policy outcomes (Onyekaonwu et 

al., 2024) [60]. Financial oversight institutions, including state 

auditors and legislative budget committees, monitor 

compliance with fiscal regulations and assess the 

effectiveness of public spending programs. (Azhar et al., 

2025) [15] emphasizes that modern budgeting systems in the 

United States increasingly focus on measurable outcomes, 

fiscal sustainability, and long-term strategic planning, 

thereby enhancing transparency and improving the efficiency 

of subnational public financial management systems. 

 

3.2. Budget Formulation and Implementation Processes 

in Ghanaian Local Governments 

Budget formulation and implementation processes in 

Ghanaian local governments are central components of the 

country’s Public Financial Management (PFM) framework 

and are intended to support decentralized governance, 

accountability, and effective public service delivery as 

represented in figure 2. Ghana’s Metropolitan, Municipal, 

and District Assemblies (MMDAs) are responsible for 

preparing and implementing annual budgets that align with 

national development priorities while addressing local 

socioeconomic needs (Mends Karen et al., 2025) [48]. These 

budgets typically cover infrastructure development, 

education, healthcare, sanitation, and community 

development programs. The budget process is guided by 

national fiscal policies, medium-term development plans, and 

regulatory frameworks established by the Ministry of Finance 

and the Local Government Service (Onwuzurike & Kpogli, 

2025) [57]. The formulation process involves consultations 

among local government officials, departmental heads, 

community stakeholders, and central government 

institutions. Budget proposals are prepared based on 

projected revenues from internally generated funds, District 

Assemblies Common Fund allocations, grants, and donor 

support. Despite the participatory intention of the process, 

budget preparation in many local governments remains 

constrained by limited technical expertise, inadequate data 

systems, and overreliance on central government transfers. 

Adu-Gyamfi (2014) [4] observes that weak local revenue 

mobilization significantly undermines the financial 

independence and operational efficiency of district 

assemblies in Ghana (Onwuzurike & Kpogli, 2025) [57]. 

Implementation of approved budgets often encounters 

several administrative and institutional challenges, including 

delayed disbursement of central government funds, weak 

expenditure controls, procurement inefficiencies, and limited 

monitoring mechanisms (Mends Karen et al., 2025) [48]. 

These challenges reduce the ability of local governments to 

fully execute development projects and deliver essential 

services effectively. Furthermore, political interference and 

weak accountability systems sometimes compromise budget 

credibility and fiscal discipline. Crawford (2009) [23] argues 

that although decentralization reforms in Ghana were 

intended to strengthen local democracy and participatory 

governance, institutional weaknesses and centralized fiscal 

control continue to limit the effectiveness of local budget 

implementation processes (Abiola & Ijiga, 2025) [3]. 

Consequently, improving PFM efficiency in Ghanaian local 

governments requires stronger institutional capacity, 

enhanced financial oversight, and sustainable local revenue 

generation systems. 

 

 
 

Fig 2: Budget Formulation and Implementation Processes in Ghanaian Local Governments 
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3.3. Revenue Generation Mechanisms and Fiscal 

Autonomy 

Revenue generation mechanisms and fiscal autonomy are 

critical determinants of Public Financial Management (PFM) 

efficiency within subnational governments because they 

directly influence the capacity of local authorities to finance 

development projects, deliver public services, and maintain 

fiscal sustainability (Mends Karen et al., 2025) [48]. Fiscal 

autonomy refers to the degree of independence subnational 

governments possess in generating, allocating, and managing 

financial resources without excessive dependence on central 

government transfers (Abiola & Ijiga, 2025) [3]. Effective 

revenue systems enable local governments to implement 

policies that reflect local priorities while strengthening 

accountability and institutional responsiveness. In the United 

States, subnational governments enjoy substantial fiscal 

autonomy through diversified revenue-generation 

mechanisms that include property taxes, sales taxes, income 

taxes, service fees, business licenses, and municipal bonds. 

State and local governments possess constitutional and 

statutory authority to establish tax policies within defined 

legal frameworks, thereby enhancing their ability to finance 

education, healthcare, transportation, and infrastructure 

development (Mends Karen et al., 2025) [48]. The broad tax 

base and advanced administrative systems in the United 

States contribute significantly to stable revenue flows and 

effective fiscal planning. Fiscal autonomy also promotes 

competition, innovation, and policy responsiveness among 

subnational jurisdictions, leading to improved efficiency in 

public service delivery. Conversely, Ghanaian local 

governments operate with limited fiscal autonomy due to 

heavy dependence on central government transfers such as 

the District Assemblies Common Fund and donor assistance. 

Although Metropolitan, Municipal, and District Assemblies 

are authorized to generate internally generated funds through 

market tolls, property rates, licenses, and service charges, 

revenue collection remains weak because of inadequate 

administrative capacity, poor valuation systems, corruption, 

and limited economic activity in some districts. Bird and 

Vaillancourt (2008) [19] argue that fiscal decentralization can 

only improve governance outcomes when local governments 

possess sufficient authority and institutional capacity to 

mobilize and manage revenues effectively (Kpogli et al., 

2024) [47]. Furthermore, fiscal dependence on central 

authorities often constrains policy flexibility and delays 

project implementation in many developing countries. Bahl 

and Linn (1992) [16] emphasize that sustainable urban and 

local development requires strong local revenue systems 

supported by efficient financial administration, transparent 

governance structures, and effective fiscal accountability 

mechanisms. 

 

3.4. Challenges in Budget Execution, Revenue Collection, 

and Fiscal Discipline 

Challenges in budget execution, revenue collection, and 

fiscal discipline remain major obstacles to Public Financial 

Management (PFM) efficiency in subnational governments 

across both developed and developing economies. Although 

the United States and Ghana operate under different fiscal 

and institutional environments, both countries experience 

governance and administrative constraints that affect the 

effectiveness of budget implementation and sustainable 

financial management as presented in table 2 (Onwuzurike & 

Kpogli, 2025) [57]. These challenges influence service 

delivery outcomes, fiscal accountability, transparency, and 

long-term economic stability at the subnational level. Budget 

execution challenges often emerge when approved budgets 

are not implemented according to planned allocations, 

timelines, and development priorities. In many subnational 

governments, delays in fund disbursement, weak 

procurement systems, inadequate expenditure controls, and 

political interference reduce the efficiency of budget 

implementation (Onwuzurike & Kpogli, 2025) [57]. In 

Ghanaian local governments, dependence on central 

government transfers frequently causes delays in project 

execution and disrupts developmental programs. Similarly, 

some U.S. state and local governments face budget execution 

difficulties associated with fiscal deficits, pension 

obligations, and political disagreements over expenditure 

priorities. Schick (1998) [68] argues that institutional reforms 

alone cannot improve fiscal performance unless governments 

possess adequate administrative capacity, effective 

monitoring systems, and strong enforcement mechanisms 

(Onwuzurike & Kpogli, 2025) [57]. Revenue collection 

inefficiencies also significantly undermine fiscal discipline 

and financial sustainability. In Ghana, local governments 

often struggle with low internally generated revenue due to 

poor tax administration, corruption, weak property valuation 

systems, and limited compliance by taxpayers. Although 

revenue systems in the United States are comparatively more 

advanced, some jurisdictions still encounter challenges 

related to tax limitations, economic downturns, and unequal 

revenue bases across regions. Weak revenue performance 

directly affects the capacity of subnational governments to 

finance essential public services and maintain balanced 

budgets (Onwuzurike & Kpogli, 2025) [57]. Fiscal discipline 

is equally affected by poor financial oversight, weak 

accountability systems, and ineffective auditing practices. 

Premchand (2004) [65] emphasizes that fiscal accountability 

requires transparent reporting mechanisms, prudent 

expenditure management, and institutional controls that 

prevent financial mismanagement and promote efficient 

utilization of public resources within government institutions 

(Onwuzurike & Kpogli, 2025) [57]. 
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Table 2: Challenges in Budget Execution, Revenue Collection, and Fiscal Discipline 
 

Challenge Area Description Impact on PFM Efficiency 
Implications for Subnational 

Governments 

Budget 

Execution 

Challenges 

Delays in fund disbursement, weak 

procurement systems, inadequate 

expenditure controls, and political 

interference during implementation. 

Reduces the effectiveness of 

approved budgets and weakens the 

achievement of development 

objectives. 

Leads to delayed projects, incomplete 

service delivery, cost overruns, and 

reduced public confidence in 

government performance. 

Revenue 

Collection 

Inefficiencies 

Poor tax administration, low taxpayer 

compliance, weak property valuation 

systems, corruption, and limited 

revenue bases. 

Constrains the availability of 

financial resources needed for 

public services and infrastructure 

development. 

Increases dependence on 

intergovernmental transfers and 

limits fiscal autonomy and financial 

sustainability. 

Weak Fiscal 

Discipline 

Inadequate financial oversight, poor 

expenditure management, weak 

enforcement of fiscal rules, and lack 

of accountability mechanisms. 

Encourages budget deviations, 

resource wastage, and inefficient 

allocation of public funds. 

Results in fiscal instability, reduced 

budget credibility, and challenges in 

maintaining balanced budgets. 

Institutional and 

Administrative 

Constraints 

Limited technical expertise, 

insufficient monitoring systems, weak 

internal controls, and fragmented 

administrative processes. 

Undermines financial planning, 

monitoring, and evaluation of 

public expenditures. 

Reduces governance effectiveness, 

weakens transparency, and hinders 

long-term improvements in public 

financial management. 

4. Public Expenditure Management, Accountability, and 

Transparency 

4.1. Public Expenditure Control and Financial Reporting 

Systems 

Public expenditure control and financial reporting systems 

are fundamental components of Public Financial 

Management (PFM) efficiency because they ensure that 

public resources are utilized in accordance with approved 

budgets, legal regulations, and development priorities as 

represented in figure 3. These systems are designed to 

promote fiscal discipline, transparency, accountability, and 

operational efficiency within subnational governments 

(Onwuzurike et al., 2022) [58]. Effective expenditure control 

mechanisms help prevent overspending, corruption, resource 

misallocation, and unauthorized financial transactions, while 

financial reporting systems provide accurate and timely 

information necessary for policy evaluation, public 

accountability, and informed fiscal decision-making 

(Onwuzurike et al., 2022) [58]. In the United States, 

subnational governments operate advanced expenditure 

control systems supported by legal frameworks, 

performance-based budgeting practices, accrual accounting 

standards, and computerized financial management systems. 

State and local governments employ internal control 

procedures, procurement regulations, audit requirements, and 

expenditure monitoring mechanisms to ensure compliance 

with approved budgets and fiscal regulations. Financial 

reporting systems in the United States are highly 

institutionalized and are guided by standards established by 

bodies such as the Governmental Accounting Standards 

Board (GASB) (Abiola & Ijiga, 2025) [3]. These systems 

enhance transparency by providing detailed financial 

statements, budget performance reports, and expenditure 

disclosures accessible to policymakers and citizens. Chan 

(2003) [22] argues that government accounting systems play a 

critical role in strengthening public sector accountability and 

improving fiscal management through reliable financial 

information and standardized reporting practices. 

In Ghana, expenditure control and financial reporting 

systems have undergone major reforms aimed at improving 

fiscal transparency and reducing inefficiencies within public 

institutions. The introduction of the Ghana Integrated 

Financial Management Information System (GIFMIS) has 

enhanced expenditure monitoring, payroll management, and 

financial reporting processes across government institutions, 

including local governments (Kpogli et al., 2024) [47]. 

However, challenges such as weak institutional enforcement, 

limited technical expertise, delays in reporting, and 

inadequate monitoring mechanisms continue to affect 

effective expenditure control. Diamond and Khemani (2005) 
[25] emphasize that integrated financial management 

information systems improve fiscal accountability by 

enhancing expenditure tracking, reducing financial leakages, 

and strengthening transparency within public sector financial 

operations. 

 
 

 
 

Fig 3: Public Expenditure Control and Financial Reporting Systems for Transparent and Accountable Fiscal Management 

(Pratik 2023) 
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Figure 3 illustrates the core elements of Public Expenditure 

Control and Financial Reporting Systems within modern 

public financial management frameworks. The financial 

report displayed in the foreground, together with the digital 

dashboard on the computer screen, symbolizes the processes 

of expenditure monitoring, budget tracking, financial 

analysis, and performance reporting that support effective 

fiscal governance. Various charts, graphs, and performance 

indicators represent the systematic collection and 

presentation of financial data used by government institutions 

to assess spending patterns, monitor budget execution, and 

evaluate the efficiency of public resource utilization. The 

integration of paper-based financial reports with real-time 

digital analytics highlights the growing importance of 

technology-driven financial management systems in 

enhancing transparency, accountability, and decision-

making. In the context of subnational governments in the 

United States and Ghana, the image reflects how robust 

expenditure control mechanisms and comprehensive 

financial reporting systems contribute to fiscal discipline, 

reduce the risk of mismanagement, support audit and 

oversight functions, and enable policymakers to allocate 

resources more effectively toward public service delivery and 

sustainable development objectives. 

 

4.2. Audit Mechanisms and Anti-Corruption Measures 

Audit mechanisms and anti-corruption measures are essential 

pillars of Public Financial Management (PFM) efficiency 

because they promote transparency, accountability, fiscal 

discipline, and integrity in the management of public 

resources. In subnational governments, effective auditing 

systems help ensure that public funds are utilized in 

accordance with legal provisions, approved budgets, and 

development objectives, while anti-corruption frameworks 

reduce financial leakages, fraud, and abuse of public office. 

Both the United States and Ghana have established 

institutional mechanisms intended to strengthen oversight 

and improve the credibility of public financial systems, 

although the effectiveness of these mechanisms differs 

considerably due to variations in institutional capacity, 

governance quality, and enforcement structures (Onwuzurike 

et al., 2022) [58]. In the United States, audit mechanisms 

operate through a combination of internal audits, external 

audits, legislative oversight committees, inspector general 

offices, and independent state audit institutions (Ussher-Eke 

et al., 2025) [75]. These institutions regularly assess 

compliance with financial regulations, evaluate the efficiency 

of public expenditure, and identify financial irregularities 

within state and local governments. Advanced accounting 

systems, transparent procurement procedures, and legal 

reporting obligations further strengthen oversight and reduce 

opportunities for corruption. Power (1997) [64] explains that 

modern auditing systems serve not only as financial 

verification tools but also as governance mechanisms that 

reinforce institutional trust, organizational accountability, 

and administrative control within public institutions (Kpogli 

et al., 2024) [47]. In Ghana, anti-corruption and auditing 

frameworks have evolved through reforms aimed at 

strengthening fiscal accountability and improving 

transparency in local government administration. Institutions 

such as the Ghana Audit Service, the Economic and 

Organised Crime Office, and parliamentary public accounts 

committees play important roles in monitoring public 

expenditure and investigating financial misconduct 

(Onwuzurike et al., 2022) [58]. Despite these institutional 

structures, challenges including political interference, weak 

enforcement capacity, inadequate technical expertise, and 

delays in audit reporting continue to undermine effective 

accountability. Rose-Ackerman (1999) [66] argues that 

corruption persists where governance systems lack strong 

institutional controls, transparency, and effective sanctions 

against financial misconduct. Consequently, strengthening 

audit independence, improving institutional enforcement, 

and enhancing transparency mechanisms remain critical for 

improving PFM efficiency and public trust in subnational 

governance systems (Onwuzurike et al., 2022) [58]. 

 

4.3. Digital Financial Management Systems and E-

Governance Reforms 

Digital financial management systems and e-governance 

reforms have become essential instruments for improving 

Public Financial Management (PFM) efficiency within 

subnational governments (Kpogli et al., 2024) [47]. These 

reforms utilize information and communication technologies 

to enhance budgeting, expenditure monitoring, revenue 

administration, procurement processes, financial reporting, 

and public accountability. In both developed and developing 

governance systems, digital transformation has significantly 

influenced the ability of governments to improve 

transparency, reduce administrative inefficiencies, minimize 

corruption, and strengthen fiscal discipline. The adoption of 

electronic governance platforms also supports evidence-

based decision-making by providing timely and accurate 

financial information for policy formulation and 

implementation (Onwuzurike et al., 2025) [57]. In the United 

States, subnational governments have extensively integrated 

digital financial management systems into fiscal operations 

through electronic budgeting platforms, enterprise resource 

planning systems, online procurement portals, and automated 

revenue collection systems. These technologies improve 

operational efficiency by reducing manual errors, increasing 

transparency in financial transactions, and enhancing public 

access to government financial information (Ussher-Eke et 

al., 2025) [72]. E-governance reforms have also strengthened 

citizen participation and institutional accountability by 

enabling real-time monitoring of government expenditure 

and service delivery outcomes. Pina et al. (2010) [62] argue 

that e-government initiatives promote accountability and 

administrative modernization by improving transparency, 

financial disclosure, and communication between 

governments and citizens (Onwuzurike et al., 2022) [58]. 

Similarly, Ghana has implemented significant e-governance 

and digital financial reforms aimed at strengthening fiscal 

accountability and improving the efficiency of public sector 

financial administration. One major initiative is the Ghana 

Integrated Financial Management Information System 

(GIFMIS), which was introduced to improve expenditure 

control, payroll management, procurement transparency, and 

financial reporting across government institutions, including 

local governments (Kpogli et al., 2024) [47]. Despite these 

reforms, several challenges persist, including inadequate 
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technological infrastructure, limited technical expertise, 

unstable internet connectivity, and resistance to institutional 

change. Heeks (2006) [32] explains that successful e-

governance implementation in developing countries depends 

on institutional readiness, administrative capacity, 

technological adaptability, and effective policy coordination. 

Consequently, sustained investment in digital infrastructure 

and human capacity development remains critical for 

improving subnational PFM efficiency and governance 

effectiveness. 

 

4.4. Citizen Participation, Transparency, and Public 

Accountability Practices 

Citizen participation, transparency, and public accountability 

practices are fundamental dimensions of Public Financial 

Management (PFM) efficiency because they strengthen 

democratic governance, improve fiscal discipline, and 

enhance the responsiveness of subnational governments to 

public needs as presented in table 3 (Ussher-Eke et al., 2025) 
[75]. These governance principles promote openness in 

financial decision-making, encourage public oversight of 

government activities, and create mechanisms through which 

citizens can influence budgeting priorities, monitor public 

expenditures, and demand accountability from public 

officials. In both the United States and Ghana, the 

effectiveness of subnational PFM systems is increasingly 

linked to the degree of public involvement and institutional 

transparency embedded within local governance processes 

(Onwuzurike et al., 2025) [57]. In the United States, citizen 

participation is institutionalized through public hearings, 

participatory budgeting initiatives, town hall meetings, open 

budget systems, and online disclosure platforms that allow 

residents to access financial information and contribute to 

policy discussions. State and local governments frequently 

publish budget reports, audit findings, procurement records, 

and expenditure data to strengthen transparency and public 

confidence in fiscal management systems. These practices 

improve accountability by enabling citizens, civil society 

organizations, and the media to scrutinize government 

financial activities and evaluate the effectiveness of public 

programs. Fung et al. (2007) [29] explain that transparency 

mechanisms improve governance outcomes by reducing 

information asymmetry and increasing institutional 

responsiveness to public interests (Ussher-Eke et al., 2025) 
[75]. In Ghana, decentralization reforms have sought to 

enhance participatory governance and accountability within 

Metropolitan, Municipal, and District Assemblies through 

community consultations, public budget discussions, and 

local development planning processes. However, challenges 

such as limited public awareness, weak access to government 

information, low civic engagement, and inadequate 

institutional enforcement continue to constrain effective 

citizen participation in fiscal governance. Furthermore, 

corruption perceptions and political interference often reduce 

public trust in local financial management systems. Fox 

(2007) [28] argues that transparency alone does not 

automatically produce accountability unless supported by 

effective institutional mechanisms, active citizen 

engagement, and enforceable sanctions against financial 

misconduct. Consequently, strengthening participatory 

governance structures remains essential for improving 

transparency, accountability, and PFM efficiency in 

subnational governments. 

 

Table 3: Citizen Participation, Transparency, and Public Accountability Practices 
 

PFM Governance 

Dimension 
Key Features Contribution to PFM Efficiency Challenges and Limitations 

Citizen 

Participation 

Public hearings, participatory budgeting, 

community consultations, town hall 

meetings, and stakeholder engagement in 

budget planning. 

Ensures that budget priorities reflect 

local needs, improves policy 

responsiveness, and strengthens public 

ownership of development initiatives. 

Low civic awareness, limited 

participation rates, inadequate access 

to information, and weak engagement 

mechanisms can reduce effectiveness. 

Transparency 

Practices 

Publication of budgets, financial reports, 

procurement records, audit findings, and 

expenditure data through physical and 

digital platforms. 

Enhances openness in financial 

management, reduces information 

asymmetry, and enables public 

scrutiny of government activities. 

Incomplete disclosures, poor 

information accessibility, and limited 

digital infrastructure may restrict 

transparency outcomes. 

Public 

Accountability 

Mechanisms 

External audits, legislative oversight, 

public accounts committees, complaint 

systems, and performance monitoring 

frameworks. 

Strengthens fiscal discipline, promotes 

responsible use of public funds, and 

deters corruption and financial 

misconduct. 

Weak enforcement of audit 

recommendations, political 

interference, and institutional capacity 

constraints can undermine 

accountability. 

Comparative 

Experience: United 

States and Ghana 

The United States employs advanced 

transparency systems and structured 

citizen engagement, while Ghana has 

expanded participatory governance 

through decentralization reforms and local 

consultations. 

Supports improved governance, trust 

in public institutions, and better 

monitoring of budget implementation 

and service delivery. 

Ghana continues to face challenges 

related to low public awareness, 

limited institutional capacity, and 

corruption perceptions, while some 

U.S. jurisdictions encounter varying 

levels of citizen engagement. 

5. Comparative Efficiency Assessment and Reform 

Outcomes 

5.1. Indicators and Measurement of PFM Efficiency in 

Subnational Governments 

Indicators and measurement frameworks for Public Financial 

Management (PFM) efficiency are essential for evaluating 

how effectively subnational governments manage public 

resources, maintain fiscal discipline, and deliver public 

services (Ussher-Eke et al., 2025) [75]. PFM efficiency 

measurement involves the assessment of institutional 

performance, budgeting credibility, expenditure control, 

revenue mobilization, transparency, accountability, and 

governance quality within state and local government 

systems. These indicators provide policymakers, oversight 

institutions, and development agencies with empirical tools 

for identifying strengths, weaknesses, and reform priorities in 

public sector financial administration (Onwuzurike et al., 

2025) [57]. One of the most important indicators of PFM 



 International Journal of Management and Organizational Research  www.themanagementjournal.com 

 
    75 | P a g e  

 

efficiency is budget credibility, which measures the extent to 

which actual revenues and expenditures correspond with 

approved budgets. Significant deviations between planned 

and actual fiscal outcomes often indicate weak planning 

systems, poor expenditure controls, or ineffective revenue 

forecasting mechanisms. Additional indicators include 

revenue collection efficiency, fiscal transparency, 

expenditure tracking accuracy, debt management 

performance, procurement compliance, audit effectiveness, 

and timeliness of financial reporting. In subnational 

governments within the United States, these indicators are 

often strengthened through advanced accounting standards, 

digital reporting systems, performance-based budgeting, and 

institutional oversight structures. Conversely, Ghanaian local 

governments continue to experience challenges in several 

measurement areas due to limited technical capacity, weak 

monitoring systems, and dependence on intergovernmental 

transfers (Onwuzurike et al., 2025) [57]. Institutional 

accountability and governance quality also serve as major 

determinants of PFM efficiency. Micah et al. (2020) [49] argue 

that governance indicators must be carefully interpreted 

because institutional performance cannot be measured solely 

through formal compliance structures without considering 

administrative effectiveness and contextual realities. This 

perspective is particularly relevant in comparative studies 

involving developed and developing governance systems 

where institutional capacities differ significantly. 

Furthermore, corruption vulnerability indicators are 

increasingly used to assess fiscal risk exposure and 

accountability performance within subnational governments. 

Campos and Pradhan (2007) [21] explain that effective PFM 

measurement systems should integrate transparency, anti-

corruption controls, and sector-specific financial risk 

assessments to strengthen fiscal governance and improve 

public sector efficiency across decentralized administrative 

structures. 

 

5.2. Comparative Strengths and Weaknesses of the 

United States and Ghana 

The comparative analysis of Public Financial Management 

(PFM) systems in the United States and Ghana reveals 

substantial differences in institutional capacity, fiscal 

autonomy, transparency mechanisms, and governance 

effectiveness at the subnational level as represented in figure 

4 (Nortey, 2024) [51]. These differences significantly 

influence the efficiency of budgeting processes, revenue 

mobilization, expenditure management, accountability 

systems, and public service delivery outcomes. While the 

United States demonstrates a more mature and 

technologically advanced PFM framework, Ghana continues 

to implement reforms aimed at strengthening 

decentralization, fiscal accountability, and administrative 

efficiency within local governments (Nortey, 2024) [51]. One 

of the major strengths of the United States lies in its highly 

decentralized fiscal structure, which grants state and local 

governments significant authority over taxation, budgeting, 

borrowing, and expenditure allocation (Nortey, 2024) [51]. 

This fiscal autonomy enhances policy responsiveness, 

innovation, and efficiency in addressing local development 

needs. Advanced accounting standards, digital financial 

management systems, independent audit institutions, and 

performance-based budgeting practices further strengthen 

transparency and accountability within subnational 

governments. Additionally, strong institutional checks and 

balances support prudent fiscal management and improve 

public confidence in governance systems. Kim (2017) [46] 

emphasizes that transparency and ethical administrative 

practices are critical factors in strengthening public trust and 

improving government performance. In contrast, Ghana’s 

PFM system demonstrates strengths in ongoing 

decentralization reforms, expanding digital financial systems 

such as GIFMIS, and increasing efforts toward participatory 

governance and fiscal accountability (Akunna et al., 2025) [6]. 

However, several weaknesses continue to constrain PFM 

efficiency within Ghanaian subnational governments 

(Nortey, 2024) [51]. These include limited fiscal autonomy, 

weak internally generated revenue systems, inadequate 

administrative capacity, delayed fiscal transfers, political 

interference, and weak enforcement of financial regulations. 

Furthermore, technological limitations and corruption 

vulnerabilities affect budget implementation and financial 

oversight processes. Shah (2004) [69] argues that fiscal 

decentralization can improve governance and service 

delivery only when supported by strong institutional 

frameworks, effective accountability mechanisms, and 

adequate local administrative capacity. Consequently, while 

the United States benefits from established governance 

institutions and financial autonomy, Ghana continues to face 

structural and institutional challenges that limit the full 

realization of efficient and transparent subnational public 

financial management systems. 

 

Figure 4 presents a comparative framework of the strengths 

and weaknesses of subnational Public Financial Management 

systems in the United States and Ghana through three major 

dimensions: Institutional Capacity, Fiscal Management and 

Revenue Systems, and Governance, Technology, and 

Accountability (Akunna et al., 2025) [6]. The first branch 

highlights the stronger institutional structures and oversight 

mechanisms in the United States alongside Ghana’s ongoing 

decentralization and reform efforts, while acknowledging 

shared implementation challenges. The second branch 

compares fiscal autonomy and revenue diversification in the 

United States with Ghana’s dependence on 

intergovernmental transfers and limited internally generated 

revenue, illustrating their differing impacts on fiscal 

sustainability and local development. The third branch 

examines governance quality, technological adoption, and 

accountability systems, showing how advanced digital 

financial management and transparency mechanisms 

contribute to stronger PFM performance in the United States, 

while Ghana continues to make progress through reforms 

such as GIFMIS despite infrastructure and capacity 

constraints. Together, these elements demonstrate how 

institutional strength, fiscal capacity, and governance quality 

influence the efficiency and effectiveness of subnational 

public financial management systems. 
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Fig 4: Comparative Strengths and Weaknesses of the United States and Ghana 

 

5.3. Impact of Institutional Capacity, Technology, and 

Governance Quality on PFM Efficiency 

Institutional capacity, technological advancement, and 

governance quality are key determinants of Public Financial 

Management (PFM) efficiency in subnational governments, 

as they collectively shape the effectiveness of budgeting, 

expenditure control, revenue administration, and 

accountability systems (Akunna & Ijiga, 2025) [6]. 

Institutional capacity refers to the ability of government 

agencies to design, implement, and monitor financial policies 

through skilled personnel, robust administrative structures, 

and effective regulatory frameworks. Technology enhances 

these processes by enabling digital financial management 

systems, real-time data processing, and automated reporting 

mechanisms, while governance quality reflects the extent of 

transparency, accountability, and rule-based decision-making 

within public institutions (Akunna & Ijiga, 2025) [6]. In highly 

developed systems such as the United States, strong 

institutional capacity supports efficient PFM operations 

through well-established bureaucratic structures, 

professional public financial officers, and advanced 

regulatory compliance systems. The integration of digital 

technologies such as enterprise resource planning systems 

and automated budgeting platforms further enhances fiscal 

transparency, reduces administrative inefficiencies, and 

improves real-time financial monitoring. High governance 

quality ensures that accountability mechanisms, audit 

systems, and legislative oversight institutions function 

effectively to minimize corruption and strengthen fiscal 

discipline. Dunleavy et al. (2006) [26] argue that digital-era 

governance transforms public administration by increasing 

efficiency, improving data-driven decision-making, and 

enhancing service delivery through integrated information 

systems. In contrast, Ghana’s subnational governments face 

institutional capacity constraints, including limited technical 

expertise, inadequate training, and weak administrative 

systems, which affect the implementation of Public Financial 

Management reforms. Although digital tools such as the 

Ghana Integrated Financial Management Information System 

(GIFMIS) have improved financial reporting and expenditure 

tracking, challenges such as infrastructural limitations, 

inconsistent data usage, and resistance to technological 

change continue to hinder full effectiveness. Governance 

quality also varies significantly across local governments, 

with issues such as political interference, weak enforcement 

of financial regulations, and limited accountability reducing 

overall PFM efficiency. Grindle (2004) [31] emphasizes that 

governance reforms must be realistic and context-specific, 

noting that institutional improvements, even if incremental, 

can significantly enhance public sector performance when 

aligned with administrative capacity and political realities. 

Consequently, the interaction between institutional strength, 

technological integration, and governance quality plays a 

decisive role in determining the efficiency of subnational 

public financial management systems. 

 

5.4. Lessons Learned and Best Practices from 

Comparative Experiences 

Comparative analysis of Public Financial Management 

(PFM) systems in the United States and Ghana provides 

important lessons and best practices for improving fiscal 

efficiency, accountability, and governance performance in 

subnational governments. One key lesson is that strong 

institutional frameworks are essential for ensuring 

sustainable PFM efficiency. In the United States, well-

established legal structures, professional public financial 

institutions, and effective oversight mechanisms contribute 

significantly to fiscal discipline and transparency as 

presented in table 4. In contrast, Ghana’s experience 

demonstrates that reforms without adequate institutional 

capacity and enforcement mechanisms tend to produce 

limited and uneven outcomes across subnational 

governments (Akunna & Ijiga, 2025) [6]. Another important 

lesson is that fiscal decentralization is most effective when 

accompanied by strong accountability systems and adequate 

local capacity. The United States illustrates how 

decentralized fiscal authority, combined with robust auditing 

systems and performance-based budgeting, enhances 
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responsiveness and efficiency in public service delivery. 

Ghana’s experience, however, highlights the challenges of 

partial decentralization, where limited fiscal autonomy and 

heavy reliance on central transfers constrain local innovation 

and financial independence. Andrews (2013) [14] emphasizes 

that institutional reforms must be realistic, context-sensitive, 

and aligned with existing administrative capacities to achieve 

meaningful improvements in governance outcomes. A 

further best practice emerging from the comparative analysis 

is the importance of multi-level governance and participatory 

decision-making in strengthening PFM efficiency. In both 

contexts, involving multiple stakeholders—such as 

government institutions, civil society, and citizens—

improves transparency and enhances accountability in budget 

formulation and implementation. The U.S. model 

demonstrates the effectiveness of structured citizen 

engagement mechanisms, while Ghana shows the growing 

importance of participatory governance reforms at the local 

level. Ostrom (2010) [61] argues that polycentric governance 

systems, where multiple overlapping authorities interact in 

decision-making processes, enhance institutional 

adaptability, improve accountability, and promote more 

efficient public service delivery. This perspective 

underscores the need for collaborative governance structures, 

technological integration, and institutional coordination as 

best practices for strengthening subnational PFM systems in 

both developed and developing contexts. 

 

Table 4: Lessons Learned and Best Practices from Comparative Experiences 
 

Lesson/Best 

Practice Area 

Comparative Evidence from the United States 

and Ghana 

Contribution to PFM 

Efficiency 

Policy Implications for 

Subnational Governments 

Strong Institutional 

Frameworks 

The United States benefits from mature legal and 

oversight institutions, while Ghana’s reforms 

demonstrate the importance of strengthening 

institutional capacity and enforcement 

mechanisms. 

Enhances fiscal discipline, 

transparency, accountability, and 

consistency in financial 

management processes. 

Governments should strengthen 

legal frameworks, oversight 

institutions, and administrative 

capacity to support effective PFM 

implementation. 

Fiscal 

Decentralization 

with Accountability 

U.S. subnational governments enjoy greater fiscal 

autonomy supported by robust accountability 

systems, whereas Ghana faces challenges from 

limited fiscal independence and dependence on 

central transfers. 

Improves responsiveness to 

local needs, resource allocation 

efficiency, and financial 

sustainability. 

Decentralization reforms should 

be accompanied by strong audit 

systems, clear fiscal 

responsibilities, and adequate local 

revenue authority. 

Citizen Participation 

and Collaborative 

Governance 

Public engagement mechanisms are more 

institutionalized in the United States, while Ghana 

continues to expand participatory governance 

through local consultations and decentralization 

initiatives. 

Strengthens transparency, public 

trust, accountability, and 

alignment of budgets with 

community priorities. 

Policymakers should promote 

participatory budgeting, 

stakeholder engagement, and open 

government practices to improve 

governance outcomes. 

Technology and 

Administrative 

Modernization 

The United States utilizes advanced digital 

financial management systems, while Ghana has 

made progress through initiatives such as GIFMIS 

and e-governance reforms. 

Improves expenditure tracking, 

financial reporting, service 

delivery efficiency, and 

transparency. 

Investment in digital 

infrastructure, staff training, and 

integrated financial management 

systems is essential for sustainable 

PFM reform and improved fiscal 

performance. 

6. Policy Implications, Recommendations, and 

Conclusion 

6.1. Policy Strategies for Strengthening Subnational PFM 

Efficiency 

Effective policy strategies for strengthening subnational 

Public Financial Management efficiency require a 

comprehensive approach that addresses institutional 

capacity, fiscal decentralization, transparency mechanisms, 

and technological integration across government systems. A 

critical policy priority is the enhancement of institutional 

capacity through continuous professional development, 

merit-based recruitment, and improved administrative 

coordination within subnational government structures. This 

ensures that financial managers and budget officers possess 

the technical skills required to implement effective 

budgeting, expenditure control, and revenue mobilization 

systems. Strengthening fiscal decentralization policies is also 

essential, particularly by expanding revenue autonomy for 

local governments and improving intergovernmental fiscal 

transfer systems to reduce dependency on central authorities. 

In addition, the integration of digital financial management 

systems should be prioritized to enhance transparency, 

reduce inefficiencies, and improve real-time monitoring of 

public expenditure. Governments must also strengthen audit 

institutions and anti-corruption frameworks to ensure 

compliance with financial regulations and safeguard public 

resources from mismanagement. Finally, promoting citizen 

participation and open budget systems can significantly 

improve accountability, foster public trust, and ensure that 

fiscal decisions reflect community priorities. Additionally, 

sustainable improvement in subnational PFM efficiency 

requires coordinated policy reforms that align legal 

frameworks, administrative processes, and fiscal oversight 

mechanisms across multiple levels of government, ensuring 

that budgeting systems are not only compliant with 

regulatory standards but also responsive to socioeconomic 

development needs, while simultaneously promoting 

efficiency, reducing corruption risks, enhancing data-driven 

decision-making, and fostering stronger collaboration 

between central and local institutions in both developed and 

developing governance contexts. Such integrated reforms 

ultimately create resilient public financial systems capable of 

supporting long-term fiscal sustainability, improved service 

delivery outcomes, and enhanced governance performance at 

the subnational level over time effectively implemented. 

 

6.2. Enhancing Fiscal Sustainability, Accountability, and 

Service Delivery 

Enhancing fiscal sustainability, accountability, and service 

delivery in subnational governments requires the 
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implementation of integrated financial governance reforms 

that strengthen revenue generation, improve expenditure 

efficiency, and ensure long-term fiscal stability. Fiscal 

sustainability can be achieved through the diversification of 

local revenue sources, improved tax administration systems, 

and the establishment of realistic medium-term budgeting 

frameworks that align expenditures with available resources. 

Subnational governments must also prioritize prudent debt 

management practices to prevent excessive borrowing that 

could undermine future fiscal capacity and service delivery 

obligations. Strengthening accountability mechanisms is 

equally essential, particularly through the enforcement of 

transparent financial reporting systems, independent audit 

processes, and performance-based evaluation of public 

expenditures. These mechanisms ensure that public funds are 

utilized efficiently and in accordance with approved 

budgetary allocations. Improving service delivery requires 

aligning financial resources with priority sectors such as 

healthcare, education, infrastructure, and sanitation, while 

ensuring that budget execution processes are timely and 

effective. The adoption of digital financial systems can 

further enhance service delivery by improving efficiency in 

procurement, payroll management, and expenditure tracking, 

thereby reducing leakages and administrative bottlenecks. In 

addition, strengthening institutional coordination between 

central and subnational governments is critical for ensuring 

timely fiscal transfers and reducing delays that negatively 

affect project implementation. Capacity-building initiatives 

for financial managers and public administrators also play a 

significant role in improving decision-making, compliance, 

and resource allocation efficiency. Furthermore, encouraging 

citizen engagement in budget planning and monitoring 

processes enhances transparency and ensures that service 

delivery outcomes reflect community needs. Overall, 

achieving fiscal sustainability, accountability, and improved 

service delivery depends on the effective integration of 

institutional reforms, technological innovation, and 

participatory governance practices within subnational public 

financial management systems. 

 

6.3. Opportunities for Institutional and Technological 

Reforms 

Opportunities for institutional and technological reforms in 

subnational Public Financial Management systems present a 

critical pathway for improving efficiency, transparency, and 

accountability in both developed and developing governance 

contexts. Strengthening institutional reforms requires the 

modernization of legal and regulatory frameworks to ensure 

clearer fiscal responsibilities, improved enforcement 

mechanisms, and stronger intergovernmental coordination. 

Enhancing institutional capacity through continuous 

professional training, merit-based recruitment, and 

performance-oriented public service structures is essential for 

improving financial planning, budgeting accuracy, and 

expenditure control. Furthermore, reforms that promote 

decentralization with adequate fiscal autonomy can empower 

local governments to respond more effectively to 

development priorities while ensuring greater accountability 

to citizens. Technological reforms also offer significant 

opportunities for transforming subnational PFM systems 

through the adoption of integrated digital platforms, 

automated financial reporting systems, and real-time 

expenditure tracking tools. These innovations enhance 

transparency by reducing manual processes that are prone to 

errors and corruption, while also improving the efficiency of 

revenue collection and budget execution. Expanding the use 

of e-governance platforms can further strengthen citizen 

engagement by providing accessible financial information 

and enabling participatory decision-making processes. 

Additionally, interoperability between financial management 

systems across different levels of government can improve 

data consistency, policy coordination, and fiscal oversight. 

The integration of institutional and technological reforms 

creates a synergistic effect that enhances overall governance 

quality and financial discipline. In contexts where reforms are 

effectively implemented, subnational governments are better 

positioned to achieve sustainable fiscal management, 

improved service delivery, and stronger public trust. 

Ultimately, leveraging these opportunities requires political 

commitment, adequate investment in infrastructure, and 

sustained capacity-building efforts to ensure that both 

institutional structures and technological systems function 

efficiently and in alignment with broader public financial 

management objectives across diverse governance 

environments. 

 

6.4. Conclusion and Directions for Future Research 

The comparative analysis of Public Financial Management 

efficiency in subnational governments in the United States 

and Ghana highlights significant differences in institutional 

capacity, fiscal decentralization, technological adoption, and 

governance quality. The findings demonstrate that while the 

United States benefits from advanced institutional 

frameworks, strong fiscal autonomy, and highly developed 

digital financial systems, Ghana continues to experience 

structural and operational constraints that limit the 

effectiveness of its subnational PFM systems. These 

constraints include limited revenue mobilization capacity, 

weak enforcement mechanisms, delays in intergovernmental 

fiscal transfers, and inadequate administrative and 

technological infrastructure. Despite these challenges, 

ongoing reforms in Ghana indicate progress toward 

strengthening transparency, accountability, and financial 

management efficiency at the local government level. The 

study further shows that effective PFM systems depend on 

the interaction between institutional strength, technological 

innovation, and governance quality. Subnational 

governments that integrate these elements are more likely to 

achieve fiscal sustainability, improved service delivery, and 

enhanced public accountability. However, differences in 

economic development levels and administrative capacities 

significantly influence the degree of success in implementing 

these reforms across countries. Future research should focus 

on empirical assessments of digital financial management 

systems and their direct impact on fiscal performance 

outcomes in subnational governments. Comparative studies 

could also explore how political structures and cultural 

contexts influence the effectiveness of decentralization 

reforms and public financial accountability mechanisms. 

Additionally, longitudinal studies examining the 

sustainability of PFM reforms over time would provide 

deeper insights into institutional resilience and adaptability. 

Further investigation into citizen participation and its 

measurable impact on budget efficiency and transparency 

would also contribute to strengthening the evidence base for 

policy development. Expanding research across multiple 

developing and developed economies would enhance 

generalizability and support the formulation of globally 
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relevant best practices in public financial management 

reform. 
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