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25. Managing the Finances

William Lawrence with Bernard W. Klein

FINANCIAL MANAGEMENT

Financial management and control is
unquestionably one of the most critical
challenges in the operation of social
programs. Properly instituted, it is a valy-
able tool for achieving program goals and
enhancing program performance. A com-
petently developed fiscal management
structure provides service administration
and staff with a vital planning aid, impel-
ling awareness of a program’s totality and
the interrelationships among its parts. It
makes personnel aware that undisciplined
expenditures in one area of activity re-
duces essential financial support for an-
other area.

Fiscal control also functions as an
evaluation and monitoring instrument,
producing information that can reveal er-
rors in program design and faulty patterns
of service practice. No responsibly con-
ducted service program can exist without
this information, and the greater its ac-
curacy, the greater are the chances for the
program’s success.

The administrator and his staff must
also be alert to the very real possibility
that instances of inept fiscal management
will be exploited to discredit their pro-
gram. While improper accounting is not
indicative of a poor program, critics are
not necessarily constrained by the nicetjes
of logic. Those opposed to a program will
not hesitate to use accounting deficiencies
to generate public doubt about the validity
of the program concept and performance.
When subjected to such an attack, an ad-

Source: Unpublished, William Lawrence with Ber-
nard W. Klecin, “Financial Management and the
Arca Agency,” 1974,

ministrator is hard pressed to defend the
value of his program. The public is ex-
tremely sensitive about the handling of
public funds and quick to presume that
faulty accounting is uncontestable evi-
dence of general administrative incompe-
tence.

In the area of grant funds, preoccupa-
tion with fiscal control has intensified in
recent years. Mounting concern is Jjustifi-
ably evidenced not only by funders but by
the public at large. Too many social
programs have fallen into disrepute be-
cause of apparent administrative indiffer-
ence to competent fiscal accounting.

FISCAL CONTROL PROCEDURES

Competent fiscal management consists
of a set of related functions. For purposes
of discussion, we will separate these into
two groups: basic functions, and additiona]
procedures.

L. BASIC FUNCTIONS

Four interdependent functions make up
the basic fiscal process: budgeting, ac-
counting, receipt and disbursement or
custodianship, and auditing. Properly in-
tegrated, the combination provides admin-
istration with a series of checks and bal-
ances for controlling the allocation and
use of funds.

The process is structured differently
from setting to setting, with the differ-
ences largely determined by organiza-
tional size. In very large settings where a
sizeable number of fiscal transactions
occur daily, each function may be the re-
sponsibility of a separate management
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