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Abstract

Since 1996, the government of Tanzania initiatedliPwsector financial management reforms (PFMRs)stad

by Swedish Government and other donor countriesaiim being to control public spending, establigtstrong
national wide budgetary control and help in achigueconomy, efficiency and effectiveness on pufgtiending
through the national treasury. Series of repoytgxternal reviewer of public sector financial mgeaent in
United Republic of Tanzania (URT), put forward ses shortcomings in the whole system of managirdipu
fund; overspending of about 10% of GDP, the accatian of government debt of about $10.1 billionl@O5.
The government need to initiate Public Sector Rir@lnManagement Reforms was visible and vital, the
intention was clear and the expected output ofef@rm was set.

The paper collected the evidence Mbeya Sub tredsufgnzania, to pin point the actual output of Ehgblic
Sector Financial Management Reforms Measuring tat\wRktent expected output were achieved.

The researchers collected and used both seconddrgramary data; primary data were gathered frosaraple

of sixty (60) respondents including 20 Mbeya Sudasury workers and 40 customers who were obtained
through simple random sampling. interviews and tioesaires were used to gather primary data and
documentary review to gather secondary data.

Measuring expected against actual output, Tanzexperience on PFMRs, is of average success by 57.92
percent achievement. Despite of couple of setbapksgress has been made toward what the Tanzania
government has intended to achieve by implemefinagcial management reform.

Keywords: Public Sector Financial Management Reforms, etquboutput, actual output

1. Introduction

This paper presents the discussion on the actupubof the Public Sector Financial Management Rafo
Measuring to what extent expected output were a&ehlien Tanzania. The discussion begins by providirey
background of the study. The background is folldvig statement of the research problem, objectiiehe

study, significance of the study, literature reviewd the research methodology. The later segiesents and
discusses the major findings of the study. Thedastion provides the conclusion and recommendatfahe

study.

2. Background to the Study

Public Sector Financial Management Reforms hasrbeca priority for Most of developing countries ecent
years; this is due to the inefficiency and pooaficial performance of the public sector (Joel, 2Qag&k and
Pokar, 2006 and URT, 2012; 2016). In last decadmyp@s of reports and studies in Most of developing
countries were reporting serious inefficiency, feefiveness, unaccountability and unethical behawid®ublic
Sector Financial Management; as a result, sevese$oof public money, adverse business culturespsading
and wasteful spending, (World Bank, 2001, 2005; £F2001, URT, 2005 AND Gambia, 2010). The demand in
many countries around the world, developing coaatin particular to strengthen their Public Se€toancial
Management was clear (World Bank, 2002). Integr&iedncial Management System (IFMS) was implemented
in Most of developing countries as part of Publect®r Financial Management form, countries likeidgita,
Malawi, Gambia, Rwanda and Tanzania are among ofyndecided to implement (IFMS) (Jack and Pokar,
2006; Gambia, 2010). The success of is not webnted in many countries, though, already there s&grs of
positive impact of the of financial reforms program in developing countries, expenditure contraleistored
and transparency levels is improving and accoulittais achieved (Jack and Pokar, 2006 and Abduw201

In Tanzania, reports by external reviewer of pubgctor financial management in United Republidaizania,
put forward serious shortcomings in the whole systd managing public fund; overspending of abouoldf
GDP, the accumulation of government debt of abd@t % billion in 1995 (CFAA, 2001 and World Bank,199
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2001, 2002). The Government implemented structohainges aimed at achieving economy, efficiency and
effectiveness on public expenditure (World Bank ZOORT 2005, 2012, 2016). The reforms were affegtih

a focus to cut down public overspending, estaldtsbng budget discipline national wide through tiaional
treasury, and bringing about effectiveness andieficy in public services to the citizens (Lufung6,13; World
Bank, 2001; & CFAA, 2001 URT 2005, 2012 and 20X43%0, to increasing transparency and accountaliity
the government resources (World Bank, 2001 and QB04).

Since 1996, the government of Tanzania started mgaiéforms and adopted EPICOR BASESD -IFMS in &ll o
its ministries, departments, and local authorittes; system is now used by the entire governmerk(D and
Pokar K, 2006).EPICOR is an accounting information systems (Al&gcted by United Republic Tanzania to
cater financial management purposes (URT, 2005|d\Ngank, 2001).

3. Problem Statement

Financial management Challenges like, overspendfrgbout 10% of GDP, the accumulation of government
debt of about $10.1 billion in 1995 (World Bank,02Q 2002); other concerns like cost ineffectiveness
inefficiency services delivery, lack of accountipibnd poor project management (World Bank, 200CRAA,
2001). Also, the pressure from donor countries setate the financial management reforms in UnRegublic
Tanzania (World Bank, 2001 & CFAA, 2001). In 1996&e government of Tanzania adopted financial
management reform as solution to tackle these keylenges (Lufunyo, 2013; Jack and Poker, 2006;|dVor
Bank, 2001; & CFAA, 2001). Putting forward expectedtputs as targets to be achieved by the financial
management reform, by 2016 the United Republic daiazhas implemented EPICOR BASESD -Integrated
Financial Management (IFMS) System in all of itsisiries, departments, and local authorities (URII,6)

The objective of this paper was to collected evigebased explanations at Mbeya Sub treasury inaféenz
pinpointing the actual output of the Public Sedtmancial Management Reforms and Measuring thenéxte
expected output were achieved.

Though, already there were signs of positive impafcthe of financial reforms programme in develagpin
countries, expenditure control is restored andsparency levels is improving and accountabilityaéhieved
(Jack and Pokar, 2006; Abdu 2014).

The evidence based explanations Measuring to whkigine expected output financial management reforms
Programmes were achieved is still vital to drivaaiasion

The paper was guided by two questions in achievewkits findings. The first was to identify thepected
output of Government financial management refortndbeya Sub Treasury to its customers, the second t
what extent expected output of financial reformsgPammes were achieved

4. Objectives of the Study
4.1 General Research Objective

The study generally measured the extent expectguloof financial reforms programmes were achieired
Tanzania.

4.2 Specific Research Objectives
i. To examine the implementation of IFMS as finanoianagement reforms at Mbeya Sub Treasury.
ii. To identify the expected output of financial manageat reforms at Mbeya Sub Treasury

iii. To assess the performance financial managementmefo terms of actual output at Mbeya Sub
Treasury.

iv. To Measure the extent expected output were achiavbtbeya Sub Treasury.

5. Significance of the Study

The paper has provided a clear view on the perfocmaf Public Sector Financial Management Reforms b
highlighting key output of the reform with theirtdevement measure for improvement or success. Atl$as
provided input required by Tanzania government@thér government intending to introduce similaoref, on
how financial managers in Public Sector Financiansigement and their customer has responded teftren:
Generally, the study is very significant to the ke of different ministries, departments, and otf@/ernment
institutions in united republic of Tanzania, Africaountries, and other interested parties in maayswPractical
based evidence will improve service delivery, theasure of achievement pinpointing areas of sucaeds
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failure is vital for financial managers in Publieor Financial Management and it may initiate otimilar
study for more evidence.

6. Literature Review
6.1 The Concept Financial Management

Financial management includes all efforts processed procedures the firms or organization uses in
management of pecuniary resources (Fung, 2012 Al McLaney, 2006). It emphases on the respditgib

of Financial manager to acquiring all necessarpus®s making sure the organization yield is thet bet of
utilization of the financial resources (Fung, 2Q12s0, includes how financial manager under tafkasncing
decision and cash management to ensure short duloag run profitably of the firm (Seigel, G., é¢f £999).

In extended way, financial management includes tahfiudgeting, management of net working capital,
knowledge of various sources of funds includingrticests, cash budget preparation, deciding opticapital
structure, cash conversion cycle, and reportingstet made in relation to financial resources (Atand
McLaney, 2006). The being to maintain and monikar financial stability of the company (solvencyjaking
sure performance level and quality is achievedimgany while avoiding financial risks (Seigel, & al 1999).

6.2 The need of sound financial management in B @dctor

The narrow concept of public sector financial mamragnt is referring to the process of budget prejosra
execution, budgetary control, accounting, reportiegults, supervision and evaluation (Allen, et2804). In
extended way, public sector financial managemedefmed as the whole process of collecting taxegoment
spending and public debt management used as dotodsource allocation and income redistributi®ogen,
2002). Public sector spending part covers the dudgcle which includes preparation of spendingdeaad
budgetary execution and control, monitoring, evéduraand reporting arrangements, auditing and peroent
(Anders, 2007 and Murphy, 2002).

The government is a large service organizatios,domplex in both structure and geographical afeaamount
of data handled in daily bases for decision makilsgp are urge and complex (Godfrey, et1@96. This makes
the work of public sectofinancial manager not only tough but also complex,tackle the problem the
government must come up with an efficient toolithlaandling of data for decision making (Andersak2007;
Shang and Seddon, 2002). The must be an integsgsteim to facilitate multiple - decision at diffetéevel of a
urge organization structure like the government@hiou, 2000).

Therefore, the budget process, through a soundcpfilsncial management system, serves as toahfoave
public service (Olander, 2007 and URT, 2012). it provide the best mechanism for resources atioga
among different needs of the society by prioritigihe best need; also, will bringing about econostibility
and growth (URT, 2012).

6.3 Financial Management Reform in Public Sector

It was bilateral and multilateral donors’ aid agend implement public sectéinancial management reforms for
country to qualify for grants or loans to propele@epment projects in in most African countries (igly,
2002); though the review of Tanzanian governmemarftes in 1993 already had indicated the demand for
PFMRs (World Bank, 2001). This is a reason lastadectrend, of government in Africa to develop and
implementing public sectdinancial management reform (World Bank, 2001, 208@07; CFAA, 2001, URT,
2005, 2016 and Gambia, 2010).

To achieve this, in 1996 the Government adoptedEfiieor Based Integrated Financial Management 8yste
part of financial management reforms (World Bar®Q2, CFAA, 2001 and URT, 2005). In 1998, the Taimaa
government through Accountant General’s Departmeitih aid from the Swedish government started the
reforms to curb expenditure, financial control, astablishment of strong budgetary control throughbe
whole nation (URT, 2005; World Bank, 2001; & CFA2Q01).

7. Research Methodology

The researchers collected and used both seconddryramary data; primary data were gathered frosaraple

of sixty (60) respondents including 20 Mbeya Sulasury workers and 40 customers who were obtained
through simple random sampling. interviews and tioesaires were used to gather primary data and
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documentary review to gather secondary data. lieess were conducted to Mbeya Sub Treasury staff and
customers so as to supplement the information ateliethrough questionnaires and documents. Inatatbysis,
qualitative data analysis techniques were usede Statistical Package for Social Science Rese&3E158)
software was used to assist data analysis. Déiserigtatistics was used in the analysis, tablesgaaphs were
used in the presentation of the findings.

8. Presentation and Discussion of the Findings
8.1 Demographic Characteristics of the Mbeya -SaaJury Workes

Category of Employment: Administrators were 4 (3086 the respondents, teaching staff were 14 (35%),
Finance and Accounting staff were 3 (7.5%), an@oghaff were 19 (47.5%).

Gender: 22 (55.5%) of the respondents were malel8r{45.5%) of the respondents were female.

Age: 20 (50%) of the respondents were betweeladleeof 29 to 40 years, 7 (17.5%) between 41 togadsy
6 (15%) between 18 to 28 years and 51 to 60 yeapectively, and 1 (2.5 %) was more than 60 years.

Education Level: 3 (7.5%) of the respondents weréry doctorate degrees, 15 (37.5%) were mastergeg
holders, 13 (32.5%) were Advanced diploma and filesgree holders, 8 (20%) were Ordinary diploma and
Certificate holders, and 1 (2.5%) completed formrfoGenerally, 31 (77.5%) of workers were degraleédrs.

Working Experience: 7 (17.5%) of the responderdsked at the university for less than one year(3[®%6)
between 1 to 3 years and more than 5 years regelyctind 9 (22.5%) worked between 3 to 5 years.

8.2 The Implementation of IFMS as Part of FinanManhagement Reforms

Public Sector Financial Management Reforms in dnitpublic of Tanzania is at fourth phase, therrafwas
implemented in phases because urge financial ressuequired and for administration and controlppees
(URT 2012, 2016). For every phase target to becaeki with the given milestone were set.

8.2.1 Table 1: Phase One (1998 to June 2004): Eegb€utput versus Actual Output

Expected Output (Targets) Output (Performance) Indicators Actual Output

a. Strengthening a. Connecting five (5) computers to a. 80 PCs in various were linked
financial control (IFMS) in nineteen (19) pilot sub to the central servers provided
b. Minimizing the treasuries access via telephone lines [to

leakage of resources b. CITRIX server, a switch 19 sub-treasuries
c. Enhancing mechanism that connects to the b. All accounts at sub treasury
accountability system over 100 Ministry of were  operating  through
) o Finance personal computers. computerized accounting
d. Fiscal discipline system, similar to all nineteen

c. Changed from manual
electronics  or  computerize
accounting system in all nineteen c. All nineteen (19) pilot sub

|=)

(19) pilot sub treasuries

o

(19) pilot sub treasuries treasuries Changed from
d. Minimizing the leakage o manual .to electronics _or
resources in all nineteen (19) pilpt computerized accounting
sub treasuries through enhancing system in
accountability and fiscal discipline d. An average of 5 out of 10
e. Training of all financial managers Noncompliance n
and accountants (users) resourges expenditure ~ codes,
in all nineteen (19) pilot sub overspending and inadequdte
treasuries monitoring

e. About five staffs from each
nineteen (19) pilot sub
treasuries were trained

Source: (Ministry of Finance, 2016)
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Phase One (1998 to June 2004): Expected Output versus Actual
Output

120%
100%
80%
60%
40%
20%

0%
PerformanceIndicators a b c d e

s Expected OQutPut 100% 100% 100% 100% 1002
e Actual Output 84% 100% 100% 50% 33%

Average 73.5%

s Expected OutPut === Actual Output Linear (Expected OutPut)

Figure 1. Expected Output versus Actual Outputhiage one

Despite of some setback, the implementation stagébaya Sub treasury and some other few key inigiite
considered critical in the first phase for imprayipublic sector financial management appears toesstul by
73.5 percent in average.

8.2.2 Table 2: Phase Two and Three (July 2004,ayg, 012): Expected Output versus Actual Output

Expected Output (Targets) Output (Performance) Actual Output
Indicators

a. To improve the a. Timely report a. Bank reconciliation are
Government's production and not up-to-date for three
accountability and publication. months’ verses one
transparency b. Budget Deviation month target.

b. To improve expenditure (Overs and under b. The MDASs' recurrent
tracking system, budgeting spend trend budget deviation index2
preparation and is. In 13. % 2008/09

12.9% in 2009/10 and

Staff training 13% in 2010/11
versus capacity ) .
building needs c. Five out of fifteen staff

c. Building staff capacity tg _ working with IFMS were
meet IFMS computerize d. Expenditure codes trained
environment and exten Compliance levels
the use of IFMS across e. Technical
government. efficiency of staff

=

implementation process fa
better expenditure contrg
outcomes

o

(@R
o

Four out of ten sulb
warrant  comply to
expenditure codes

d. Maintain aggregate strong and [FMS e. Delay taking two to thre¢
fiscal discipline day usually happen due

e. To enhance efficient system slow down and
delivery of public services luck of training

Source: (Ministry of Finance, 2016)
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Phase Two and Three (July 2004, to May, 2012): Expected Output

120%%
100%
8026
60%
40%%
20%
02

Performance Indicators
s Expected OutPut

s Actual Output

s Expected OutPut

100%
33%

s Actual Output

versus Actual Output

b c
100%% 100%
B3% 33%

d )
100% 100%
25% 33%

Average 41.46%

Figure 2. Expected Output versus Actual Outputhiage two and three

Linear (Expected OutPut)

Quite deferent from what was reported in “PEFA r¢@906” on of World Bank paper ranking Tanzanisoas
of the two top performing countries in twenty-siguatries, this paper grades Tanzania with an aeetdg
41.46 % general performance in second and thirdeha

8.2.3 Table 3: Phase Four: (July 2012 to 2016) EbgukOutput versus Actual Output

Expected Output (Targets

Output (Performance) Indicators

Actual Output

a. To Strengthen
capacity of
planning and
budget
management

b. To promote the
utilization of
Planning and

budgeting tools

c. Transparency an
Accountability

d. Budget Oversight
and Control

of exchequer an(
budget sent td
RAS and LGAs

e. immediate capture

)

D

]

Development of chart of
account to accommodate
Program Based Budgeting
and to implement (PBB
Program Based Budgeting
action plan.

Staff Training on budgeting
and planning

Improved accountability in
management of Governmept
Assets for supporting
migration to IPSAS Accrual

All LGAs and MDAs to be
covered by the internal audit
functions by 2016

45 accounting sections from
both (RAS and LGASs) td
reached by 2016

a. milestones equal t
(60%) were in progress

b. on milestone of staf

training, only (55%)
were achieved

c. on milestone (68%
were achieved, only
head office is partly
practicing IPSAS]
Accrual

d. only 53% units were
covered by the interng
audit functions by 2016

e. Satisfactory progress @
27 (59%) were
achieved.

—h

Source: (Ministry of Finance, 2016)
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Phase Four: (July 2012 to 2016) Expected Output versus Actual
Output

120%
100%
80%
60%
40%
20%

0%
Performance Indicators a b C d e

s Expected OutPut 100% 100% 100% 100% 100%
s Actual Output 60% 55% 68% 52% 59%

Average 58.8%
Linear (Expected OutPut)

I Expected OutPut s Actual Output

Figure 2. Expected Output versus Actual Outputhiage four

The general performance under this phase starageedge (58.8%), with many activities in progresssral of
the year 2016.

9. Conclusion

This paper considers Tanzania experience on PFE\Rs\easuring expected against actual output, &vefage
success by 57.92 percent achievement. Despite mé setbacks, progress has been made toward what the
government has intended on improvements of finaneganagement in the public sector.

Budget execution and accountability has achieveavalaverage by 201@&apacity of planning and budget
management has strengthened; Transparency and mebdily also is above average; The Government
capacity to produce timely is enhanced above aegdagdget reports are publicly available in miidtnance
website, commitment control has been greatly erddhiand payments generally disbursed in a timelyn@ato
suppliers of goods or services to the governmenf®¥6. The Overall financial management Reforms in
Tanzanian is considered as a success.

10. Recommendations

Among of the serious setback is the slowness ofsistem (Epicor based integrated financial managéeme
system) accessed through internet by regional Sabsiiries (up country stations) and other MDAs fithim
central servers from located in Dar as salaam; Als® finds recommend action to take quickly whieere is
system broken-down. Because of possibility of dumwoycher receipt to increase account balance fbr su
warrant and out of which it can payed out of put@unt at Sub Treasuries, creates a chance fod.frau
Otherwise additional effort is needed to achievéulhall expected targets (output) in order to &finfrom the
reform. Other countries, developing countries irtipalar has a lot to learn on the steps made lhdaia and
challenges faced to achieve PFMRs expected output.
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