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ABSTRACT

This research dissertation is on the benefits of value for money auditing in public

service projects. The research was conducted as a case study at National Audit Office

of Tanzania (NAOT) headquarters in Dar - es - salaam for the period of 2012/13 in

fulfillment of the requirements for award of the degree of Masters of Science in

Accounting and Finance (MSc A & F) of Mzumbe University.

The main objective of this study was to find out the cause and effects, and suggests

the possible measure for detecting and preventing of the frauds, misuse of resources

activities that led to negative or zero impact to the societies concerned and thus they

proved failure or great loss as a result increases the burden to the government and

undermine development of the country. In order to carry out this study the researcher

put much emphasis on various key aspects including understanding of both, internal

and external auditing systems as well as technical audit unit department of ministry

of finance at the time, so as to cross check if value for money audit principles was

applicable in public service projects where by performance audit department is

responsible for supervising all national projects for development of the people and

country at large.

The researcher collected primary and secondary data through observation,

participation, interview, documentary sources and inspection. Qualitative research

technique adopted so as to elaborate the uses of quantitative.

It was observed that proper use of public funds especially tax payer’s money,

viability of important projects like road and water projects as well as accountability

of all responsible officers to the project concerned.

It was further observed that VFM auditing is not a popular approach for auditing

among public official. It is suggested that few number of government’s auditor have

experience in VFM audit, no universal criteria have been established for evaluating 3

E’s (economy, efficiency and effectiveness) and auditee’s biasness on VFM audit

that is to unveil their misuse as the results to be sued/dismissal from their jobs.
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CHAPTER ONE

INTRODUCTION

1.0 Introduction
The introduction chapter provides matters with historical background of the case

study i.e. National Audit Office of Tanzania (NAOT), background of the problem,

statement of the research problem, research objectives, research questions,

significance of the study, scope of the study as well as limitation of the study.

1.1 Historical background of NAOT

The National Audit Office of Tanzania (NAOT) was established under Article 143 of

the Constitution of the United Republic of Tanzania (URT) of 1977. The statutory

duties and responsibilities of the Controller and Auditor General (CAG) are given

under Article 143 of the Constitution of the URT of 1977 (revised 2005) and further

elaborated in Sect 10(1) of the Public Audit Act (PAA) No 11 of 2008. By virtue of

the provisions of Article 143 of the Constitution and Sect.10 of the PAA No. 11 of

2008, the CAG is the appointed auditor of all Government revenues and

expenditures. The vision of NAOT is to be a centre of excellence in public sector

auditing and its mission is to provide efficient audit services in order to enhance

accountability and value for money in the collection and use of public resources. The

NAOT has established Value for Money (VFM) audit since 2003/2004. The first

VFM audit report was issued and included in the Tanzania CAG report of 2005/06

concern Floods in Babati.

1.2 Background of the problem

The Purpose of this study was to evaluate to what extent is VFM Audit or

performance audit is beneficial in public services projects. VFM audit in public

services projects is the only means of evaluating whether a government organization

is effectively meeting its objectives, and using its resources economically and

efficiently.

VFM audit is basically undertaken to provide an independent assurance to the

responsible public officials and community that funds appropriated for particular



2

government activities are spent wisely and in accordance with parliament’s

expectations.

In Tanzania CAG report of 2005/06, reveals that most of the projects funds have

been misused by the local government council (LGA’s) which frustrate the president

of the country, who demand government to have new approach in follow-up of the

funds allocated. The study was mainly focused on the need of VFM audit in public

services projects.

For example, the current problem of Tanesco and previous in BOT may be caused by

poor auditing as well as luck of follow up and accountability of  responsible public

officials dealing with supervising of those projects. Many public services projects

have this problem which forced government to introduce some committee to

investigate.

However, many projects have experienced a lot of frauds, misuse of resources(which

include public funds and properties),activities that lead to negative or zero impact to

the society concerned and thus they prove inefficient, ineffective and resources being

used uneconomically therefore they proves failure or great loss as a result increase

the burden to the government. This lead to the introduction of privatization policy in

Tanzania in the early 1990s because not only public service projects have the

problem of misuse of funds but also public sector organization and ministries

suffered the same problem. However the decision made upon them to be privatized

was not the sole conclusion because;

i. There are some public sectors organizations prove hard or difficult or

impossible to be privatized, yet their productivities are very low.

ii. There are some organizations by which the privatization policy was

affected to them but their current productivity position is the same as

more worse than when they were owned by the government (before

the introduction of privatization policy)
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As a world of globalization, auditing as a competent field among professionals

introduced new approach of VFM in order to control frauds, misuse of resources

(which include public funds and properties) or any other activity that led to negative

or zero impact to the society concern before the hand of law could be taken for

further procedures for those civil servants who will be responsible for any misuse of

tax payers money.

VFM auditing is an independent appraisal of an audit entity to determine the extent

to which resources where managed with due regards to economy, efficiency and

effectiveness and gives the positive or agreeable desired impacts to the society

concern.

1.3 Statement of the problem

The problem of frauds in most cases are deemed to be in public services projects

though there is evidence that many projects failed to be accomplished at a reasonable

time and consuming reasonable resources. The management/administration of any

project is the prime responsible for the protection of the project assets from frauds.

Management or administration can use the VFM audit team in detecting frauds and

preventing them from occurrence by reviewing all activities done by them during

construction of a particular project on to whether VFM (3,Es) principles have been

applied during performing their duties so as to ensure taxpayers that their money is

properly utilized according to the need.

Both internal and external audit systems are widely used, and they are assumed that

the existence of them will protect frauds in the projects. Most of the projects in

Tanzania have bad records associated to frauds, misuse of resources (which include

public funds and properties) especially public ones, activities that led to negative or

zero impact to the society. This has raised a debate as to why such frauds exist while

there are internal and external auditing systems? There is a need of VFM audit so as

to protect and mitigate frauds in public services projects. VFM audit is the most

current tool of evaluating efficient performance of both private and public services

projects, used in order to measure how organization meet their objectives and are
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using their resources (including public funds and assets) in an economical, efficient

and effective manner with due regards with improving or giving the positive and

desired expected impacts to the societies of Tanzania in specific. The problem which

facing controls of public funds and properties in Government projects is that the

Government concentrate more on Regularity audit i.e. audit of financial records of

the projects and not considering VFM audit in performance appraisal of the projects.

VFM audit is more than regularity audit as it goes deeper to the 3 E’s (efficiency,

economy and effectiveness) of the public services projects. VFM audit performed in

a few projects only and as the results raise a lot of questions like; does the

Government consider VFM audit and their reports as the best way to prevent and

detect fraudulent? Does the Government support and facilitate NAOT appropriately

in conducting VFM audit? Do Management, staffs and society at large know VFM

audit and how efficient it is in controls frauds and misuse?

Radcliff (1999) has studied the operationalization of efficiency auditing through the

analysis of three VFM audits in Alberta, Canada. He has indicated that the difficult

process of efficiency audit is how you define efficiency. This study was an

ethnographic research study in which the author attempted to explain what constitute

the efficiency audit and VFM audit technology. In order to do this task, he has

applied Miller and Rose (1990) and Rose and Miller (1992) discussion of

technologies of government. He has also drawn from the concepts and ideas from the

work of govern mentality by Michel Foucault to support his arguments. Has been

studied or observed VFM audits while these audits were being carried out. In which

documented the observations as how the VFM auditors embark and carry out their

work. He has paid special attention mainly to two areas or themes. They are how the

VFM auditors go about finding what is efficient or not efficient and whether there is

any established audit criteria in carrying out their audit work. Before Radcliff started

his anthropological field work, he has reviewed archaeological documents relevant to

the VFM audits i.e. manual of audits, audit standards, audit pronouncements of

professional accounting associations etc.
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Parker and Guthrie (1993, p.72) has also divided the public sector accountability in

to two aspects. They are financial management and program accountability. Parker

and Guthrie have indicated that the program accountability is increasingly examined

through the performance or VFM audit. The other example taken by the authors to

highlight the changes to the public sector accountability is the case of Government-

owned business institutions. Under this example, the authors have argued that the

Government-owned business institutions were different from normal business

corporations where shareholder versus management relationship exists. They have

indicated that the Government-owned business undertakings, the accountability of

the management goes as far as the parliament and general public.  Parker and Guthrie

(1993, p.75) in their concluding remarks mentioned that in designing the public

sector accountability regimes, the uniqueness of the characteristics of public sector

had to be recognized.

Parker (1986) reviewed the literature and practice of VFM auditing for the Australian

Accounting Research Foundation.  Parker (1986, p. 61) indicated that while terms

such as VFM, operations and operational audit, performance audit and management

audit have been variously employed in theory and practice, that the evidence

examined in his study quite clearly points to their sharing a common basic definition

founded upon the concept of economy, efficiency and effectiveness.  Drawing from

this Parker (1986, p.61) argued that a VFM audit was any audit that attempts to

evaluate organizational performance based upon the three criteria of economy,

efficiency and effectiveness.

From the work of Glynn (1985) and Parker (1986) it seems clear that although a

range of different terms are used across different countries (and sometimes within the

same country) that VFM auditing is an acceptable general term and all of the

different practices are centrally concerned with evaluating the economy, efficiency

and (sometimes) the effectiveness of state practices and use of tax-payers funds.

However, while the concepts and core focus show similarities, it is also clear that

there are a range of different practices that have been used to assess and evaluate the

questions of economy efficiency and effectiveness.  It is already evident that there
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might be clear distinctions between the practice of VFM auditing within the

Australian federal jurisdiction and the State of Victoria (Glynn, 1985).

VFM is supported by highly technical audit techniques and guidelines such as audit

manuals, audit standards and procedures. And also the finding of this study

concluded or provided an opinion indicating that actual VFM audit work is heavily

supported by comprehensive audit technologies or procedures. The study has

mentioned that the VFM audit have the universally applied common practice. Have

also the VFM audit outcomes constructed based on their environment and other

surrounding sociological factors that they operate in. Based on these surrounding

factors the auditors determine what VFM audit practice in the government project is

or is not.

These findings are not in line with Guthrie and Parker (1999) were observed that the

finding of his study concluded or provided a contrary opinion indicating that actual

VFM audit work is not heavily supported by comprehensive audit technologies or

procedures. The study has mentioned that the VFM audit have the universally

applied common practice. The observations have been limited to a short period of

time.

Also a few studies have been conducted on VFM audit and from that it’s hard to

make a full conclusion based on few studies. From this fact, this study ought to find

an answer to the question as to what are the benefits of VFM in public services

projects.

1.4Main objective of the problem

Evaluate to what extent is VFM Audit or performance audit is beneficial in public

services projects.

1.4.1 Specific objectives of the problem;

i. To evaluate the role-played by the Management, NAOT and citizen in the

application of VFM audit as internal control system to the projects of

Public services.
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ii. To assess whether the office’s quality management framework (QMF) is

suitably designed to incorporate appropriate measure to ensure that VFM

audits are carried out efficiently.

iii. To comment on current governance, accountability and performance

measurement of government projects.

1.4.2Research questions

i. To what extent is the VFM audit applicable in Public sectors?

ii. To what extent is the VFM audit used as a tool of performance appraisal

in Public Service’s projects and provides an independent assurance to

responsible public officials and communities (tax payers)?

iii. Does VFM audit provide the protection of resources in the public services

projects?

1.4.3 Significance of the study

i. The study findings are important for academicians and other

interested parties to know the situation and the use them in case they

endeavor into conducting further study on the same or similar

problem.

ii. The recommendation and suggestion are of the helpful to the URT,

NAOT and other public services projects providers management for

improving the performance of internal auditing department and

external auditors in protection of frauds, misuse of resources (which

include public funds and properties), activities that lead to negative or

zero impact and undesired image toward them among the public of

United Republic of Tanzania.

iii. The study enabled the researcher to have practical training so to

obtain practical experience through comparison between theoretical

aspects and actual practices in the professional field of accountancy,

auditing and investigation.

iv. To the researcher, the study is expected to fulfill field attachment

requirement for an award of MSc (A & F).
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1.4.4Scope of the study

This study was conducted at NAOT head quarter in Dar-es-Salaam region;

VFM and Internal Audit departments. It focused on those development

projects under government’s management.

1.5Limitation of the study

The researcher during the conduct of the study experienced the following constrain

or obstacles;

i. The reluctant of the staff to respond positively to the interview or

questions asked.

ii. Due to some of the organization having document and records they

think to be confidential this problem hindered the researcher from

getting some information needed for his study.

iii. Due to the shortage of the time during the field period, it was difficult to

assess all details in depth for my report.

iv. Shortage of funds led to the problem of transport, typing cost and data

collection.
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CHAPTER TWO

LITERATURE REVIEW

2.0 Introduction
This chapter involves theoretical literature review and empirical literature review. It

comprises of identification and through various literatures related to the problem

being investigated, therefore the researcher summarize and represent all relevant

findings already existing or the topic. These enable the researcher to familiarize with

the concept and theories in the area of study.

2.1 Theoretical literature review
2.1.1 Background to Vfm
According to ACCA (2007) the VFM audit is also referred to as performance

auditing, Comprehensive Auditing, Management auditing etc. Kandasamy (2007)

contended that VFM is a recent in the scope of Auditing. In the Public Sector, State

auditors were traditionally concerned with regularity of expenditure and compliance

with laws, rules and regulations. They also reported to the Parliament on the

deficiencies in revenue collection and wastage of Public Funds. Kandasamy (ibid)

further explained that in the mid 1970’s the role of State Auditors started to change

dramatically. The changes began in USA, Canada and other European countries. A

good case to refer here is the study conducted by The Wilson committee (1975) for

the review of Auditor General in Canada. In this case the Committee asked the

following questions:-

Was Auditor General merely to satisfy the tax payers’ money had been spent legally

and that all the accounts were in order? Or was that all that Parliament expected from

the officer employed to audit the government expenditure? Or was he also to report

whether public funds had been spent economically, efficiently and effectively?

The later took for in 1977 when VFM audit was introduced in Canada. This showed

that increasingly the elected representatives started demanding the information on

efficiency and effectiveness of Public Expenditure. UNDP, IDA and IDB (2003)
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pointed out that the representatives expressed the dissatisfaction of traditional role of

audit which focused merely on regularity and compliance aspects.

This reveals that the introduction of VFM was needed at this time because

Parliament sees the role of the Auditor General as not only to certify that taxpayers’

money has been spent legally and that all accounts were in order, but also to report

whether public funds have been spent economically, efficiently and effectively. They

wanted to know Value for Money being achieved from the expenditure of Public

Funds. They expected greater accountability of Public Officials in the management

of Public Funds. The state auditors tried to respond to this challenge and started the

value for money Audit.

2.1.2 Definition of VFM - Audit
There is no universally accepted definition of VFM-Audit, the Canadian

comprehensive Auditing Foundation defines VFM-Audit as: Examination that

provides an objective and constructive assessment to which; Financial, human and

physical resources are managed with due regard to economy, efficiency and

effectiveness i.e. Accountability relationships are served.

The United States General Accounting office auditing defines VFM-Audit as;

performance audit includes economy, efficiency and program audits.

Economy and efficiencies audit include determining whether the entity is acquiring,

protecting and using its resources (such as personnel, property and space)

economically and efficiently.

The causes of inefficiencies or uneconomical practices is whether the entity has

complies with laws and regulations concerning matters of economy and efficiency.

Program Audits include determining of;-

 The extent to which the desired result or benefits established by the

legislature or other authorized body is being achieved.



11

 The effectiveness of the organization, program, activities or function

whether the entity has complied with laws and regulations applicable

to the program.

According to Mhilu, (2002) views VFM-Audit as a service provided by a team of

qualified auditors whereby the performance of the entity is focused to diagnose

whether the level of output achieved is consisted with the cost incurred with a view

of recommending to the entity a sustainable future strategy. By cost means the

bundle of resources financial and non-financial, involved in a certain task or

activities.

ACCA Financial Management asserts that, “The public sector aim of achieving value

for money can be defined as the pursuit of economy, efficiency and effectiveness. In

that regard they went on arguing that; Economy refers to the obtaining of the

appropriate quality of resources for the least cost. The measure is relative one and

can be assessed in two ways i.e. are costs more than expected or are costs more than

the comparable inputs.

On the other hand Effectiveness is concerned with ensuring that the output of the

organization achieves its objectives. Finally they concluded by considering

Efficiency as the linking together of inputs and outputs per unit of input. To be

efficient the maximum amount of output should be achieved from the resources put

in, or only the minimum level of resources should be used to achieve a given level of

output.”

Office of the auditor general of Canada in its VFM-Audit manual, “Says a VFM-

Audit is the systematic, purposeful, organized and objective examination of

government activities. It provide parliament with an assessment on the performance

of the activities: with information observations and recommendations designed to

promote answerable, honest and productive government: and encourages

accountability and the best practices. Its scope includes the examination of economy,

efficiency and cost-effectiveness and environmental effects of government activities

to measure effectiveness, accountability relationship; protection of public assets; and
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compliance with authorities. The subject of the audit can be a government entity or

activities (business line) a sector activities or a government-wide functional area.”

According to Ernest & Young, “VFM or performance audit as an objective and

systematic examination of evidence for the purpose of providing an independent

assessment of the performance of the government organization, program, activities or

function in order to provide information to improve public accountability and

facilitate decision –making by parties with responsibility to oversee or initiate

corrective action.”

2.1.3 Raise of the Public Sector Audit especially the Value for Money (VFM) audit
The traditional public sector audit role has begun to change (Guthrie, 1991). Guthrie

(1991, p.11) noted this change as follows;

In the public sector, catalyst for change have included revelations at several Royal

Commissions of ministerial and government misconduct, fraud, improper internal

controls and inadequate management performance. These and other pressures

associated with the adoption of managerial in government administration have

created renewed interest in external and internal audit, evaluation and other review

mechanisms within the Australian public sector.”

Power (1994, p.16) argued that this process as a ‘reinvention of government’.  Power

(1994, p.15-16.) argued that there was great shift in the development of the public

administration system. On one hand, the public services were delivered by devolving

the power of the central government. On the other hand, the central government

retained the control of the government operations by exercising the audit and

accountability. Accordingly, there was an explosion of the demand for audit services

especially in the public sector. Power (1994) highlighted that the audit is the central

part of the ‘reinvention of government’. Power’s (1994, p.16) comments are given

below;
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In all these cases, the great attraction of the audit idea is its portability across such

diverse contexts: public sector efficiency, corporate governance, environment

management systems and so on. The word symbolizes a cluster of values:

independent validation, efficiency, rationality, visibility almost irrespective of the

mechanics of the practice and, in the final analysis, the promise of control. All of

these apparent virtues have come together to make audit a central part of the

‘reinvention of government’.

Power (1994, p.47) mentioned that there has been an explosion of audit. He has

mentioned that the audit had expanded to the other fields such as medicine, science,

education, technology, environment, intellectual property and so on. Power (1994,

p.47) described the audit as a solution to problems of administrative control.

Accordingly, Power has argued that there was an audit explosion. Power (1994, p.17)

has emphasized the relationship between the NPM and the explosion of the audit.

Power (1994, p. 15) mentioned that within the last two decades of the twentieth

century, the different public administration system known as the ‘New Public

Management’ had taken shape. He has identified this movement as the ‘reinvention

of government’ and mentioned that the audit has become the central part of the

‘reinvention of government’.

After nine years, Power (2003) re-evaluated his audit explosion thesis (Power, 1994)

based on some criticisms received. In this re-evaluation process, Power mentioned

that the traditional auditing function was a low profile profession in the public sector

and did not work as a change agent of the public sector. Power’s (2003, p.187)

comments are given below;

The professional and intellectual invisibility of auditing, relative to other components

of management and public administration, enabled it to maintain an institutional

image as a neutral, technically necessary practice of bookkeeping and related low-

level financial control practices. This low epistemic and symbolic status was

reflected in the relative standing of public (and private) sector professional

accounting associations, with auditing regarded as a career backwater or pre-

retirement function.”
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Power (2003, p. 186.) analyzed this review in three different objectives. First, the

‘traditional’ auditing concept explained within the ‘old public management’. As a

second objective, the audit explosion concept has been defended. As a third

objective, Power has evaluated the variations in the audit explosion in different

countries and contexts.  Power (2003, p.189) explained the audit explosion in two

approaches such as its institutional and behavioral effects. Power (2003, p.190)

summarized the institutional effects as the convergent institutional mutations of

financial and non-financial institutional practices.  Power (2003, p. 190) mentioned

that the growth of auditing had had an impact on behavior beyond those intended by

NPM reform processes.

At the end of this comparison of old public management versus, NPM, Power (2003,

p.187) mentioned that this old legacy was converted to revitalize the NPM mantras

of efficiency, effectiveness, performance and value. These comments of Power are

very important. He has developed the necessary link between the NPM and the VFM

audit function.  Power (2003, p.191) explored why the audit explosion has occurred

in different countries or jurisdictions in different intensiveness or face. In answering

to this question, Power has provided a broader relationship between the NPM and

audit explosion. In which, Power has argued that the audit explosion had emerged

from the NPM movement. Power (2003, p.191) mentioned these reasons as demand

side and supply side factors of auditing. The demand side factors for audit explosion

are political demands for greater accountability of public services, such as the public

accountability for NPM reforms.

The other demand side factors of audit explosion are demand for fiscal constraints on

public spending, efficiency, effectiveness and quality in public services. The supply

side factor for the audit explosion was the availability of professional advisory

groups to adapt to demand side factors.  Power (2003, p.190) argued that behavioral

effects of the audit explosion as that of the rise of the audited and audit mentalities.

Power (2003, p.192) summarized the description of the audit explosion as follows;
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It can be concluded that the audit explosion involves the growth of formal

monitoring institutions with a range of potentially self-defeating behavioral

consequences due to increased demands for managerial accountability in public and

private sector administration, supported by supply-side pressure from accountants

and other advisers. But despite the general cause and effect factors outlined above,

the audit explosion is by no means an unequivocal phenomenon; considerable

variations in the scope, direction, and intensity of the rise of auditing exist.”

Power concluded his thesis on audit explosion indicating that the future research

should be directed at ‘audited’ rather than the auditor and audit organizations.  The

main arguments that could be obtained from Power’s thesis are that he had

mentioned that the audit explosion was commenced as a result of the NPM reforms

which created the demand for audit services especially in the government sector.

2.1.4 Conceptual Framework of the Value for Money (VFM) audit
Similar to the differences between the VFM audit practice and the conceptual

framework, the past research indicate that defining the VFM audit is a difficult task.

This literature review does not concentrate on defining the VFM audit. We have also

analyzed some of the past research studies in order to summarize the conceptual

framework of the VFM audit.  This summary of the literature review is given below.

Power (1999) refrained from defining the auditing and VFM audit function. In his

own words, he highlighted the difficulty of defining a subject of auditing. His

comments are given below (Power, 1999, p.4):

It seems logical to a study like this with a definition of auditing. In this way, the field

of inquiry can be delimited and made manageable from the start. But this is not easy

or even desirable for two reasons. First, despite the general references to account

giving and checking above, there is no precise agreement about what auditing really

is, as compared with other types of evaluative practice, such as inspection or

assessment. It is wiser to speak of a cluster of definitions which overlap but are not

identical. Second, one must not in any case understand that the production of official

definitions of a practice like auditing, in legislation or promotional documents, is an
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idealized, normative projection of the hopes invested in the practice, a statement of

potential rather than a description of actual operational capability. Defining auditing

is largely an attempt to say what it could be.

The questionable nature of the definitions given to the VFM audit can be shown by

highlighting the definition given by the Victorian Auditor-General’s Office in their

first Victorian Performance Audit Methodology manual (VAGO, 1991, p. 1-6.)

In broad terms, a “performance audit” may be defined as an audit relating to any

matters concerning the performance of an organization other than those connected

with the fair presentation of financial statements.” This definition could be

interpreted as any audit conducted by the Victorian Auditor-General’s Office is a

VFM or Performance Audit (PA).

Lindeberg (2000) analyzed the text books in Auditing and Evaluation Practices to

determine whether the auditing is distinct from other Evaluation practices. He has

compared the VFM or Performance audit with financial audit and program

evaluation in order to explore his research objectives. Lindeberg has identified the

VFM audit or Performance auditing as follows (Lindaberg, 2007, p.338);

Performance auditing is not a prototypical form of auditing that we would expect to

fit neatly into the category ‘audit’. Rather, performance auditing appears to be the

oddball in the auditing family and it is therefore likely that we will be able to observe

problems of classification”.

He has analyzed the text books on auditing and evaluation practices as the research

method. In order to analyze the characteristics of the three subjects, financial audit,

performance audit and program evaluation, Lindeberg has used four comparing

scales. They are criteria applied, data collection method, practitioner requirements

and reporting practices.  He has concluded that the financial audit and performance

audit do not have similar characteristics. He has also highlighted that the

performance auditing and program evaluation do have similar characteristics.

Lindeberg has mentioned that the financial audit, performance audit and program

evaluation sit on a horizontal continuum. These three functions sit on three different
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places in this continuum. He has finally mentioned that the four criteria had indicated

that the performance auditing and program evaluation is much closer with compared

to the financial audit. The deficiency in this research study is that Lindeberg has not

compared the audit mandate and the independence of the person who is carrying out

the performance audit and financial audit. In that way, the financial audit and

performance audit is much closer as these two functions are carried out by an

independent officer of the parliament or legislative assembly.

One of the particularly confusing aspects of VFM auditing is that so many different

terms have been used.  Do these terms represent something different or are they all

describing essentially the same thing?  Glynn (1985) in his review of the technology

across the UK, Canada, Australia, New Zealand, the USA and Sweden used the

general term of VFM auditing to cover the range of practices and terminology that he

described.  Within the UK Glynn (1985, p. 114) described the duty of the auditor of

English, Walsh and Scottish local government to review the economy, efficiency and

effectiveness of the use of resources.  A similar responsibility was also in place for

review of UK central government (although not for nationalized industries and for

some specified public bodies.  Within the UK health service the terms use were

‘value for money work’, value for money audits, effectiveness and efficiency

reviews.  Clearly a range of different terms were utilized however within the UK

they all seem to be focused on the assessment of the efficiency, effectiveness and

possibly the economy of state activities.  From the late 1970s Canada was a leading

example in the development of VFM auditing.  From the beginning this was focused

on the questions of economy and efficiency of state activity and from 1978 the

establishment of VFM audits was endorsed for all levels of government.  However,

the terminology utilized by the Canadians was ‘Comprehensive Auditing’.  Glynn

(1985, p. 118) claimed that this provided a particularly wide mandate with two

themes; value for money and accountability.  From a stewardship perspective those

who are delegated the control of public finances should also answer for their

discharge of the responsibility.
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2.1.5 The primary objectives of VFM audit
NIAO (19/01/2008) enumerated the following primary objectives of Value for

Money:-

 Provide the Assembly with independent information and advice about

how economically, efficiently and effectively departments, agencies

and other government bodies have used their resources;

 Encourage audited bodies to improve their performance in achieving

value for money and implementing policy; and

 Identify good practice and suggest ways in which public services

could be managed.

In this view therefore, Value for Money Audit has significant role in ensuring

fiduciary prudence within Government Ministries and agencies. In this regard JIS

(1996-2007) remarked that the citizenry expects that each Government entity will

manage its operation in an efficient manner, maximizing the likelihood of that

entity’s achieving its mission. Mhilu (ibid:287) states; the object of value for money

is to establish whether management of an entity has developed appropriate systems

and procedures to achieve VFM, i.e. the extent to which public funds are expended

economically and efficiently and the extent to which the related execution of the

budget is effective in meeting public satisfaction. For example, the government is

responsible for the implementation of the budget and is accountable to the parliament

for the action taken.

On the other hand, the parliament has conferred responsibility of examining the

government’s activity to the auditor. In turn the auditor is to report to the parliament

on the execution of the budget to the satisfaction of the electorate.

2.1.6 Benefits of VFM audit
IDA and IDB (Op.cit) outlined the following benefits of implementing VFM audit:-

It improves accountability and good Governance in the Public Sector. It examines

management, practices and control and reporting system.  VFM do not question the
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merits of the government policy. They simply tell the legislatures how well the

policies were implemented.

Will result in objective independent assessments of the extent to which the audited

organization achieves economy, efficiency and effectiveness in its operations. It

enables to identify the major deficiencies in management and control practices would

be identified.

2.1.7 Mandate
Public finance Act No.6 of 2001 section 33(1) (Legal framework of value for money

audit in Tanzania) requires Controller and Auditor General to carry out performance

(value for money) audit for the purpose of establishing the economy, efficiency and

effectiveness for any expenditure

.

2.1.8 Scope of VFM - Audit
According to NAO of Tanzania in VFM Hand book P.1…

The national audit act 1983 does not seek to define economy, efficiency and

effectiveness (i.e. V.F.M).

 Economy; minimizing the cost of resources used for an activity

having regard to appropriate quality. Example, where hospital

supplies of the quality specifies purchases at the cheapest price?

 Efficiency; The relationship between outputs, in terms of goods,

service or other results, and the resources used to produce them. An

efficient activity maximizes output for given resources or minimizes

input to a given output and, in doing so, pays due regard to

appropriate quantity. Examples, where hospital-waiting times reduces

at no extra cost and no reduction in quality of patient service?

 Effectiveness; The extent to which objectives have been achieved and

the relationship between the intended impacts and actual impacts of

an activity. Example; did the education programmed improve

examination success rates?

According to Mwisho, identity the three pillars of VFM (three E’s) are;
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a) Economy.

b) Efficiency, and

c) Effectiveness.

Economy; is the relationship between markets and the inputs in other words, it is the

practice of buying goods and services of the desired quality at the best possible price.

Efficiency; is the relationship between inputs and outputs. It is the efficient use of

the goods and services bought by the organization to achieve desired output.

Effectiveness; is the relationship between output and objectives in other words,
it is a measure of the extent to which the organization’s output policies and
procedures achieve its stated objectives.
2.1.9 The relationship between the economy, efficiency and effectiveness (3 E’s)
To some extent, the three E’s are mutually supporting. But in certain situations, they

may pinpoints in different   direction.  In the context of the United Kingdom Central

Government they normally define them as follows: Economy is concerned with

minimizing the cost of resources acquired or used, having regard to the appropriate

quality (spending less); Efficient is about the relationship between the output of

goods, services or other results and the resources used to produce them spending

well); and Effectiveness involves the relationship between the intended results and

the actual results of the projects, programs or other  activities (spending wisely).

Alternatively economy is concerned with reducing the inputs; efficient is concerned

with output divided by input (the greater the ratio the more the efficiency the policy

is) and the effectiveness is concerned only with outputs and looks at the success or

otherwise of achieving an objective, regardless of how much it costs. Efficiency as

stated above, is the primary measure in the private sectors, and is sufficient to show

that the arms of the organization, such as to increase profit, have been achieved. But

the public sectors where there are a number of objectives, some of which cannot be

measured in monetary terms, it is necessary to look also at the economy and

effectiveness to determine how well a particular aim has been achieved.
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2.1.10 Aims and characteristics of Vfm examination
Primary aims are;

To provide parliament independent information and advance about how

economically, efficiently and effectively the departments, agencies, and spire bodies

subject to our examination have used their resources; and

To help audited bodies improve their performance in achieving VFM our main

concern is accountability to parliament, and ultimately the tax payer to assume them

that public funds and resources are used property and in a good effect.

General characteristics of VFM work to be successful our VFM examinations

should:-

i. Be economically, efficient, and effectively carried out.

ii. Foster good working relationships at all levels with

departments, agencies and other bodies which we audit.

iii. Ensure that findings and conclusions are presented in a format

that is useful to parliament the media and those   who manage

the programmed services and activities which we example.

iv. Result in reports that are fair and objective as well as

constructive.

v. Add value by demonstrating the scope for tangible

improvements in the VFM achieved by audited bodies.

vi. Value for money principles

According to NAO (Tanzania) Handbook, the eight principles encapsulated

the fundamental qualities that should be mark and guide for VFM work,

which are;Accountability

 Integrity

 Objecting and independent

 Adding value
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 Competence

 Rigor

 Perseverance

 Clear communication

Accountability:

Our main concern is accountability to parliament and ultimately the tax payer-to

assure them that public funds and resources are used properly and to good effect, we

do this by providing parliament with independent information and advice about how

economically, efficiently and effectively the bodies example have used their

resources and by highlighting instances where the proper conduct of public business

may be at disk we also help audited bodies provide better VFM.

Integrity:

We should act with integrity, fulfilling our responsibilities with honesty fairness and

truthfulness. We should explain our reasons for collecting evidence and our findings

should be by reference to stated criteria consistently applied.

Objectives and independent;

In carrying out VFM examination we should maintain independence from

Government, political parts and other organizations we should not show political or

any other bias in our bias in our examination or reports.

Adding value

The VFM examination should provide added value both to parliament and to

indicated bodies. Added value includes;

i. Independent information to the extent which government departments

and other public boxes achieve VFM in the right of their resources.

Evidence collected and analysis that adds to all parties’ knowledge
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and understanding of an important force. Identify scope for finance

savings through independents in economy, efficiency and

effectiveness.

ii. New insight into the way and feet body managers their resource

delivers its programs and achieves its objectives including how cost

efficient and achieved.

Competence;

VFM examinations should be carried out by teams with appropriate competence in

teams with appropriate competence in terms of skills and experience. Correctively

the team should be; Experienced to conducting VFM work familiar with the topic

under examination and the nature Government and Parliamentary procedures.

Sufficient competent and export to identify and apply the appropriate techniques for

collecting, analyzing and interpreting evidence or to arrange for this to be done and

able to deliver work to cost, time and quality regalements.

Rigors:-

We should approach our VFM examination with thoroughness and asses critically

the information on which we base our findings and conclusions. The evidence

supporting our VFM examinations should be sufficient, relevant and reliable.

Perseverance:-

We should be polite but determined in carrying out VFM examinations. Although

always open minded, we should not be deflected from collecting and analyzing the

evidence needed to produce worthwhile findings and conclusions clear

communication. Our report should be objective balance in content and tone reliable,

clear and persuasive.

2.1.12 Types of value for money conduct work
According to Mwisho, Value for money Audit can be classified as;
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 By product VFM work is a byproduct of assignments conducted for

other reasons. It is normally a less structured approach than others.

 An arrangement review VFM work is done to ensure clients have the

necessary administrative arrangements to enable them to achieve

value for money.

 Performance review aims to assess objectively the value for money

achieved by a client where companied to past the performance, agreed

targets   or the performance of other similar organizations.

 Follow up review is done between major assignments the auditor

assessing the extent to which the client is recommendations and is

improving his value for money.

2.1.13 Benefits of Vfm audit
IDA and IDB (Op.cit) outlined the following benefits of implementing VFM audit:-

i. It improves accountability and good Governance in the Public Sector.

It examines management, practices and control and reporting system.

VFM do not question the merits of the government policy. They

simply tell the legislatures how well the policies were implemented.

ii. Its result in objective independent assessments of the extent to which

the audited organization achieves economy, efficiency and

effectiveness in its operations.

iii. It enables to identify the major deficiencies in management and

control practices would be identified.

2.1.14 Common data gathering techniques in Vfm audit
Horan (1999) put forward the following data gathering techniques:-

a) Examination of Files and documents;

b) Further detailed research;

c) Information and literature searches and reviews;

d) Focused survey and

e) Questionnaires.
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He further stated that the most common data analysis techniques include

benchmarking using customers or other stakeholders in focus group and before and

after studies, which compare the plan and the implementation. It implies that after

gathering and analyzing data the auditor, who is effective in value for money audit,

will be in a position to consider the resources indicators, staff involvement and use of

facilities, technology, equipment and infrastructure.

2.2 Empirical literature review

Radcliff (1999) has studied the operationalization of efficiency auditing through the

analysis of three VFM audits in Alberta, Canada. He has indicated that the difficult

process of efficiency audit is how you define efficiency. This study was an

ethnographic research study in which the author attempted to explain what constitute

the efficiency audit and VFM audit technology. In order to do this task, he has

applied Miller and Rose (1990) and Rose and Miller (1992) discussion of

technologies of government. He has also drawn from the concepts and ideas from the

work of govern mentality by Michel Foucault to support his arguments.

He has studied or observed three VFM audits while these audits were being carried

out. In which he documented his observations as how the VFM auditors embark and

carry out their work. He has paid special attention mainly to two areas or themes.

They are how the VFM auditors go about finding what is efficient or not efficient

and whether there is any established audit criteria in carrying out their audit work.

Before Radcliff started his anthropological field work, he has reviewed

archaeological documents relevant to the VFM audits i.e. manuals and standards of

audit, audit pronouncements of professional accounting associations, etc.

Radcliffe (1999) concluded that the accounting is a socially grounded function.

Accordingly, the VFM audit is a socially grounded function which did not have

universal similar applications.  The major findings of this paper are that the VFM or

Efficiency audit reports are given high propriety and reverence by the government

officials, parliament, general public and the press. There is a general belief from the
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outside of the Audit Offices, that VFM is supported by highly technical audit

techniques and guidelines such as audit manuals, audit standards and procedures.

However, the author concluded or provided a contrary opinion indicating that actual

VFM audit work is not heavily supported by comprehensive audit technologies or

procedures. The author has mentioned that the Efficiency audit or VFM audit did not

have the universally applied common practice. The efficiency audit outcomes have

been constructed based on their environment and other surrounding sociological

factors that they operate in. Based on these surrounding factors the auditors

determine what efficient practice is or is not. In other words that indicates that the

VFM audit function is a malleable masque. These findings are in line with Guthrie

and Parker (1999). The areas that have not been covered in this research paper are

that there are no any indications that he has reviewed any VFM audit reports

published by the Audit Office of the Province of Alberta, Canada. He has observed

only three Efficiency or VFM audits.

Guthrie and Parker (1999, p. 329) have mentioned that the VFM audit is continually

unfolding drama supported by the quite elaborate public sector machinery. This

literature review attempts to evaluate the recent public sector Value for money audit

research in order to evaluate the new trends and identify the research gaps with

special attention given.

Parker (1986) reviewed the literature and practice of VFM auditing for the Australian

Accounting Research Foundation.  Parker (1986, p. 61) indicated that while terms

such as VFM, operations and operational audit, performance audit and management

audit have been variously employed in theory and practice, that the evidence

examined in his study quite clearly points to their sharing a common basic definition

founded upon the concept of economy, efficiency and effectiveness.  Drawing from

this Parker (1986, p.61) argued that a VFM audit was any audit that attempts to

evaluate organizational performance based upon the three criteria of economy,

efficiency and effectiveness.

Pollitt (2003) explored the VFM audit practices in the five Supreme Audit

Institutions of Finland, France, The Netherlands, Sweden and the UK.  Pollitt’s
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(2003) objective was to document and explain the key strategic choices faced by the

Supreme Audit Institutions in relation to the VFM audit function.  In particular,

Pollitt’s (2003, p. 158) focused on the methods used, the criteria applied, the

products generated, by the VFM audits and the nature of the performance auditor or

VFM auditor’s craft.  Pollitt (p.164, 2003) categorized the VFM audit report findings

into four roles; the public accountant, the management consultant, the scientific or

research based organization and a judge or magistrate. This showed that the VFM

audit function is no longer just a compliance technology but has often embraced

managerial aspects of reforms.

Lapsley and Pong have mentioned that the meaning of VFM audit is not strait

forward. They have concluded that the meaning of VFM audit is changing as per the

experiences of VFM audit progresses. They have examined the issue of the meanings

attributed to the definitions of Value for Money in public services. They have also

addressed this objective by focusing on the perceptions of an elite professional group

based on their experiences. This elite group consisted of public sector auditors who

engage in the VFM. The members of this elite group had consisted of seniors

auditors who were partners of private sector accounting firms. These senior auditors

had considerable experience with public sector audit.

The other members were the auditors employed by the Accounts Commission of

Scotland and the National Audit Office. Lapsley and Pong have concluded by

interviewing this elite group of professionals they could come up with answers or

interpretations for what constitute best practice and why the VFM audit is

problematic. The interviewed elite groups of professionals were twelve. The research

period was from 1997 to 2000. By analyzing the interview results, they have

attempted to obtain the answers to the questions of how the VFM audit has

penetrated the public service organizations, what are the benefits which the VFM

auditors perceive that they confer, what are the key factors of undertaking the VFM

audits, what would be the future role of the VFM audit function.
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The major drawback of this study was that the conclusions had been based on

interviewing eleven VFM auditors. The other drawback of this study was that they

had concentrated on healthcare and local government institutions of Scotland.

Therefore this research study cannot be ranked as a study which had thoroughly

examined the technical aspects of the VFM audit.  One of the major findings of this

study was that the VFM audit outcomes are difficult to measure. They have also

highlighted the difficulty of determining what constitute the “Best Practice”. The

findings that the authors highlighted were how to quantify the VFM audit

expectations and outcomes. Because of these findings, Lapsley and pong have

suggested that there is a need for further research on what constitute the “efficiency”.

The major weaknesses of this study are that they have not used any practical real

world examples taken from the VFM audit reports. They have also not justified the

selection and adequacy of the sample of elite professionals. In overall, this research

study cannot be ranked as a comprehensive research study about the VFM audit

practice.

English (2007) examined the Performance or VFM audits carried out by the three

State Audit Offices in Australia on the Public Private Partnership projects. These

State Audit offices are New South Wales, Victoria and Western Australia.  There

were three research objectives. These objectives are to examine the scope and focus

of these VFM audits on Public Private Partnerships and to determine the audit

approach taken by the State Audit Office such as substantive testing or   system

based audit approach.

The third objective of the research project was to establish whether there was a

relationship of audit classification, Auditors-General and controversy surrounding

the VFM audits on Public Private Partnerships.  There were a very few VFM audits

carried out on Public Private Partnership from 1994 to 2006. English has mentioned

that this research study was based on the historically-informed documentary study.

She has examined ten VFM audit reports for the research period.  The author has

reviewed six VFM audit reports from the Audit Office of New South Wales, two
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VFM audit reports from the Victorian Audit Office and two VFM audit reports from

the Audit office of Western Australia.  She has also examined the reports published

by the Public Accounts Committee of the New South Wales and Victoria on this

VFM audit reports.  English has also examined the reports of the Department of

Finance of both States on the Public Private Partnership projects.

In summarizing the research objectives, the author has mentioned that the objectives

of the study were to understand the extent, focus and characteristics of Australian

VFM audits of Public Private Partnerships (PPP).

2.2.1 Value for Money (VFM) audit practice and technological aspects
There were a few research studies carried out on the actual VFM audit practices.

These research studies were drawn from Canada, United Kingdom and Australia.

Hatherly and Parker (1988) represented an early academic attempt to track the

development of VFM audit in Australia.  They have reviewed six reports, two VFM

reports from the federal ANAO, two VFM reports from the Victorian Auditor-

General’s Office and two annual reports of the South Australian Auditor-General’s

Office.  They found that the work of the Federal ANAO and the South Australian

Auditor-General’s Office did not address the issue of effectiveness while the

Victorian Auditor-General’s Office did.

Hatherly and Parker (1988) found variations between the Australian implementation

and what was described at VFM audit in the existing literature.  While this was a

valuable insight into the development and implementation of VFM audit that moved

beyond the simple focus on the Australian Federal Government and the ANAO,

Hatherly and Parker (1988) acknowledged that it was limited because of size, scope

and the relatively immature state of VFM auditing in Australia.

Radcliffe (1999) concluded that the accounting is a socially grounded function.

Accordingly, the VFM audit is a socially grounded function which did not have

universal similar applications.  The major findings of this paper are that the VFM or

Efficiency audit reports are given high propriety and reverence by the government

officials, parliament, general public and the press. There is a general belief from the
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outside of the Audit Offices, that VFM is supported by highly technical audit

techniques and guidelines such as audit manuals, audit standards and procedures.

However, the author concluded or provided a contrary opinion indicating that actual

VFM audit work is not heavily supported by comprehensive audit technologies or

procedures. The author has mentioned that the Efficiency audit or VFM audit did not

have the universally applied common practice. The efficiency audit outcomes have

been constructed based on their environment and other surrounding sociological

factors that they operate in. Based on these surrounding factors the auditors

determine what efficient practice is or is not. In other words that indicates that the

VFM audit function is a malleable masque.

These findings are in line with Guthrie and Parker (1999). The areas that have not

been covered in this research paper are that there are no any indications that he has

reviewed any VFM audit reports published by the Audit Office of the Province of

Alberta, Canada. He has observed only three Efficiency or VFM audits. His

observations have been limited to a short period of time from September to

November, 1993. This study is also not a longitudinal research study.

Gendron et al (2001) studied the changing role of the Auditor-General of the

Province of Alberta from traditional financial auditor role to the audit of efficiency

and effectiveness of government programs. They have also studied how this

changing role had impacted on the perception of the independence of the Auditor-

General. This research study was a longitudinal project and research period was from

1979 to 1997.  The Auditor-General of the Province of Alberta has worked as the

management consultant on best practice recommendations as part of the NPM

reforms. Gendron et al have also acted as the “reasonable observers” to make a

judgment of the claims of independence of the Audit Office in carrying out and

reporting the VFM audits.

In this research article, they have briefly explained the progress and development of

the NPM reforms and changing role of the Auditor-General of the Province of

Alberta from early 1970s to 1997. They have also briefly described the relationship
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between the state auditing function and independence of the auditor.  This

relationship has been described as follows (Gendron et al, 2001, p.287):

There are thus some widely held understandings about independence limits that

auditors must not cross. In particular, it is generally recognized that an auditor cannot

claim that he or she behaves with independence when he or she examines

management activities that are significantly the consequences of his/her advocacy.

This research study was based on the study of historical texts and interviews.

Gendron et al have reviewed all the annual reports issued by the Audit Office from

1979 to 1997. They have also interviewed the Senior Auditors from the Audit Office.

The reasoning for the review of the annual reports and audit reports has been

expressed in the following comments (Gendran et al, 2001, p.287); the reports are

nonetheless the main public document that results from the auditing process. They

are the main source of information that citizens can use to assess whether or not the

officer’s role is consistent with society’s boundaries of independence.”

Gendron et al have also mentioned that they had interviewed two senior members of

the staff and senior managers in government ministries. In analyzing the annual

reports of the Auditor-General’s Office of Alberta, they have used for measurements

or criteria to compare with the research objectives. They are Office’s mission, its

audit criteria, the nature of recommendations, and the rhetorical style used to

persuade readers of the validity of the Office’s claims.

Gendron et al have attempted to evaluate whether the independence of the Auditor-

General has impaired as the Auditor- General had carried out his duties as an

advocate of the NPM reforms. The Auditor-General has also worked as the

management consultant to the various government entities in the province in the

reform program of NPM. They have concluded that the Auditor-General had to

maintain a delicate balance between the independent auditor and management

consultant. Their comments are given below (Gendron et al, 2001, p. 304);

However, as the Office becomes more powerful and a more central figure within the

public sector, it also becomes more vulnerable in terms of independence. It is
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difficult for the Office to sustain the view that its assessments of public

administration are conducted in accordance with the socially understood norms of

independence.”

Gendron et al have also mentioned that the independence is lost when the auditor

acts as a consultant.  They have indicated that the analysis of the annual reports of

the Audit Office highlighted the fact that the Audit Office has become an advocate of

the performance-accountability framework.  They have also mentioned that they had

not explored the phenomenon of whether the change of the roll of the Auditor-

General happened due to an internal driven program or a broader framework

attributable to the NPM movement.

In concluding remarks, Gendron et al have mentioned that the Audit office had

compromised its independence by promoting the government agenda of the NPM

framework.  The strengths of this research article is that it is the first longitudinal

research study that has been carried out on the VFM audit by evaluating the audit

reports or annual reports published by an Audit Office. However, the authors have

not even briefly discussed the financial audit mandate of the Audit Office. The

authors have reviewed the annual reports published by the Auditor-General’s Office

of the Province of Alberta. They were not very clear all the VFM audit findings are

reported in the Office’s annual report or they are reported as separate VFM audit

reports similar to other jurisdictions in Australia.

In a subsequent research in the same jurisdiction of the Province of Alberta, Gendron

et al (2003) examined how the Audit Office of Province of Alberta had established

their claims to expertise in measuring the performance in the provincial government

departmental operations. The major objective of their research study was the

exploration of how that the Audit Office had established its claims to expertise in the

corpus of knowledge on measurement of government performance, the various

devices that the office used to sustain these claims and the ways in which

government and public servants reacted to them.  The second objective of this paper

was the examination of how the Audit Office acquired expertise in measuring

government performance.
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These research objectives had been expressed as research questions of how the Audit

Office acquired the expertise, how the office’s claims to expertise were promoted in

an attempt to consolidate networks of support and how these claims were rejected,

modified and/or taken for granted by the relevant audiences (Gendron et al, 2007,

p.103).  Gendron et al (2007) has used the Actor-Network-Theory (Latour, 1987) as

the theoretical framework to answer or explain the above questions. They have

indicated in order to claim the expertise in measuring the performance; the Audit

Office of Alberta has created a network of support among the parliamentarians,

public accounts committee, within the office staff, within the government

departments and fellow auditing professionals. Therefore they have used this Actor-

Network theory to explain this web of networks and support created by the Audit

Office of Alberta. The authors have treated the Audit Office of Alberta as a

laboratory. They have also mentioned that the laboratory is an important place in

producing facts and claims to expertise.

They have conducted 140 interviews with Alberta public servants from 1994 to 2000.

They have also interviewed four auditors of the Audit Office of Alberta mainly

focusing on the history of efficiency auditing in the office. They have also examined

the documents published by the Audit Office and Treasury over the period of the

research. They have also observed seminars conducted by the senior members of the

Audit Office of Alberta to public servants about the role of the Audit Office and its

views on accountability, audit and performance measurement. There was evidence

that they have reviewed six annual reports published by the Audit Office of Alberta

from 1979 to 1998.

They have concluded that the Audit Office of Alberta had established their claims to

expertise by building up networks, developing audit manuals and audit documents

and exporting that knowledge base to the wider network that they had built up.

Gendron et al have concluded that the Audit Office of Alberta had also established

their claims to expertise by assisting the Government of Alberta to operate like

“businesslike manner”. However, there is no evidence, in this research paper that the

researchers had attempted to comment on the VFM audit technology or development

of the technology. There is also no evidence to indicate that the researchers have
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examined the VFM audit reports and VFM audit manuals. However, there is some

evidence that they had read six reports generated by the Audit Office of Alberta from

1979 to 1994. Gendron et al have also commented that the Audit office of Alberta

was prevented from commenting about the government policy. This restriction has

similar characteristics to Australian National Audit Office and State Audit Offices’

audit mandates.

Pollitt (2003) explored the VFM audit practices in the five Supreme Audit

Institutions of Finland, France, The Netherlands, Sweden and the UK.  Pollitt’s

(2003) objective was to document and explain the key strategic choices faced by the

Supreme Audit Institutions in relation to the VFM audit function.  In particular,

Pollitt’s (2003, p. 158) focused on the methods used, the criteria applied, the

products generated, by the VFM audits and the nature of the performance auditor or

VFM auditor’s craft.  Pollitt (p.164, 2003) categorized the VFM audit report findings

into four roles; the public accountant, the management consultant, the scientific or

research based organization and a judge or magistrate. This showed that the VFM

audit function is no longer just a compliance technology but has often embraced

managerial aspects of NPM reforms.

Lapsley and Pong (2000) explored the research question of why there is an assumed

demand and necessity for the VFM audit from the government and professional

auditors. The overall objective of this research paper is to explore the experiences of

an expert group of VFM auditors to see why the VFM audit is demanded by the

government and professional auditors. The specific objective of the study was how

the auditors pursue the efficiency of public services as the main objective of the

VFM audit. The research study was carried out in Scotland in UK. Lapsley and Pong

have mentioned that the study setting has been shaped by the experiences and

agendas of UK central government.

The theoretical framework for this study was drawn from the Bourdieu’s concept of

practice. Lapsley and Pong have mentioned that the meaning of VFM audit is not

strait forward. They have concluded that the meaning of VFM audit is changing as

per the experiences of VFM audit progresses. They have examined the issue of the
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meanings attributed to the definitions of Value for Money in public services. They

have also addressed this objective by focusing on the perceptions of an elite

professional group based on their experiences. This elite group consisted of public

sector auditors who engage in the VFM. The members of this elite group had

consisted of seniors auditors who were partners of private sector accounting firms.

These senior auditors had considerable experience with public sector audit. The other

members were the auditors employed by the Accounts Commission of Scotland and

the National Audit Office. Lapsley and Pong have concluded by interviewing this

elite group of professionals they could come up with answers or interpretations for

what constitute best practice and why the VFM audit is problematic.

The interviewed elite groups of professionals were twelve. The research period was

from 1997 to 2000. By analyzing the interview results, they have attempted to obtain

the answers to the questions of how the VFM audit has penetrated the public service

organizations, what are the benefits which the VFM auditors perceive that they

confer, what are the key factors of undertaking the VFM audits, what would be the

future role of the VFM audit function. The major drawback of this study was that the

conclusions had been based on interviewing eleven VFM auditors.

The other drawback of this study was that they had concentrated on healthcare and

local government institutions of Scotland. Therefore this research study cannot be

ranked as a study which had thoroughly examined the technical aspects of the VFM

audit.  One of the major findings of this study was that the VFM audit outcomes are

difficult to measure. They have also highlighted the difficulty of determining what

constitute the “Best Practice”. The findings that the authors highlighted were how to

quantify the VFM audit expectations and outcomes. Because of these findings,

Lapsley and pong have suggested that there is a need for further research on what

constitute the “efficiency”.

The major weaknesses of this study are that they have not used any practical real

world examples taken from the VFM audit reports. They have also not justified the

selection and adequacy of the sample of elite professionals. In overall, this research
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study cannot be ranked as a comprehensive research study about the VFM audit

practice.

English (2007) examined the Performance or VFM audits carried out by the three

State Audit Offices in Australia on the Public Private Partnership projects. These

State Audit offices are New South Wales, Victoria and Western Australia.  There

were three research objectives.

These objectives are to examine the scope and focus of these VFM audits on Public

Private Partnerships and to determine the audit approach taken by the State Audit

Office such as substantive testing or   system based audit approach. The third

objective of the research project was to establish whether there was a relationship of

audit classification, Auditors-General and controversy surrounding the VFM audits

on Public Private Partnerships.  There were a very few VFM audits carried out on

Public Private Partnership from 1994 to 2006. English has mentioned that this

research study was based on the historically-informed documentary study. She has

examined ten VFM audit reports for the research period.

The author has reviewed six VFM audit reports from the Audit Office of New South

Wales, two VFM audit reports from the Victorian Audit Office and two VFM audit

reports from the Audit office of Western Australia.  She has also examined the

reports published by the Public Accounts Committee of the New South Wales and

Victoria on this VFM audit reports.  English has also examined the reports of the

Department of Finance of both States on the Public Private Partnership projects.  In

summarizing the research objectives, the author has mentioned that the objectives of

the study were to understand the extent, focus and characteristics of Australian VFM

audits of Public Private Partnerships (PPP).

English has concluded that the Australian Auditors-General did not have a strategic

plans or audit methodology to cover the VFM audits of the Public Private Partnership

projects. She has highlighted that the Auditors-General have compromised their

independence by acting as the management consultant to the government entities on

matters related to the ‘Best Management Practices’. This finding is compatible with

the conclusions made by Gendron et al., (2001).
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The weakness of this research study is that the author’s conclusions are based on the

strategic plans and the audit methodology of the Australian State Audit Offices.

However, there was no research evidence to indicate that the researcher has reviewed

the strategic or annual plans and audit methodology documents. English has also not

examined and mentioned about the difficult aspect of these audits. The VFM audits

for the Public Private Partnerships would have been beyond the scope and

comprehension of the professionally qualified accountants. There was no research

evidence about whether the sample Audit Offices had engaged other experts as

engineers and economists in order to carry out these audits. Overall, this is the first

academic research study carried out on the VFM audits of the Public Private

Partnerships projects in Australia.

The VFM audit function has emerged with this trend as a byproduct of public sector

reform which concentrated on output focus public administration function (Guthrie

and Parker, 1999, p.302, Funnell, 2001, p.5).  Holmes (1992, p.480) described that

the recurring theme of public sector reform was improving performance and

enhancing accountability. From the above researches and studies which were

conducted concerned VFM, we can summarized their findings as following;VFM

audit did not have the universally applied common practice i.e. VFM audit is a

socially grounded function which did not have universal similar applicationsThe

VFM audit outcomes have been constructed based on their environment and other

surrounding sociological factors that they operate in. Based on these surrounding

factors the auditors determine what VFM audit practice in the government Project is

or is not.

a. VFM audit function is no longer just a compliance technology but has

often embraced managerial aspects of reforms.

b. Actual VFM audit work is not heavily supported by comprehensive

audit technologies or procedures

c. It is difficult for the Office to sustain the view that its assessments of

public administration are conducted in accordance with the socially

understood norms of independence.”

d. The VFM audit outcomes are difficult to measure.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.0 Introduction
In this chapter the researcher present and discuss the contents of the research

approach. The aim is to discuss the selected research methodology, moving to a

theoretical explanation of the approaches of the research followed by methodological

description of data collection, quantitative research method i.e. questionnaire design

and analysis of the sample framework. This research method allowed the researcher

to analyze materials critically and to find out the depth analysis of an existing

problem.

3.1 Area of the study
The study was conducted at NAOT Head office Dar es Salaam; VFM and Internal

Auditing Departments as the main area of attentiveness of the research.

3.2 Research design
Research design is a framework or blueprint for conducting the research project. It

gives the detail procedures crucial for obtaining the necessary information to solve

research problem Malhotra (2004).

Zikmund (2000) defines research design as a master plan that identifies the methods

and procedures for collecting and analysing the required information.

The methodology literature suggests that there exist three research designs:

exploratory, descriptive and explanatory. Each one has an individual

purpose.Sanders, (2003).

3.2.1 Classification of research design
Research designs may be broadly classified as

 Exploratory Research, and

 Conclusive research
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Figure 3.2: showing difference between exploratory and conclusive research.
Differences between exploratory and Conclusive Research

Exploratory Research Conclusive Research

Objective: To provide insights and
understanding

To test specific hypothesis and
examine relationships

Characteristics: Information needed is defined only
loosely

Research process is flexible and
unstructured

Sample is small and non-
representative

Analysis of primary data is
qualitative

Information needed is clearly defined

Research process is formal and
structured

Sample is large and representative

Data analysis is quantitative

Findings/results: Tentative Conclusive

Outcome: Generally followed by further
exploratory or conclusive research

Finding used as input into decision
making

Source: Graph by the researcher

Exploratory Research:

Exploratory research is the type of research that has its primary objective which

stresses on the knowledge of the problem circumstances or situation at which the

researcher may face. Malhorta, N.K, and Birks, D.F (2006)

It is useful to use this explanation when the topic to be investigated is fairly not

researched. Malhotra (2004)

Proctor (2003) put forward that exploratory research is of use to discover out what is

occurring to look for new insights and ask questions in order to analyze phenomena

in a new light. It is more important to explain the understanding of a problem. The

common grounds for conducting exploratory research is to test concepts prior in the

marketplace.

Sanders (2003), argues that exploratory studies are quite informal, such as those

ranging from secondary research for example reviewing existing literature, data and

qualitative approaches such as informal discussions with consumers, and more
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formal approaches during in-depth interviews, focus groups discussion, projective

methods, case studies and pilot studies.

Exploratory research is also used where the subject of the study is not able to be

measured in a quantitative method or where the process of measurement is not able

to represent logically particular characters Malhotra, (2004).

Exploratory research could be used for any of the following purposes:

 To formulate a problem or define a problem more precisely

 To identify alternative courses of action

 To develop hypothesis

 To isolate key variables and relationships for further examination

 To gain insights for developing an approach to the problem

 To establish priorities for further research

Exploratory research can be greatly benefited from the use of the following methods:

 Survey of experts

 Pilot surveys

 Analysis of secondary data

 Qualitative research

Conclusive Research:

Conclusive research is designed to assist the decision maker in determining,

formatting, evaluating, selecting and organizing the best course of action to be taken

in a given situation or circumstances. Conclusive research is classified in descriptive

and casual research Conclusive Research Design may be further classified as either

Descriptive Research Design or Causal Research Design as will be shown in the later

diagram:

Descriptive

The main idea of descriptive research is to describe the characteristics of a particular

population that is involved in the study, in descriptive research we needs to be

productive and its query should be designed to secure specific kinds of findings
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The objective of descriptive research is to describe a precise profile of persons,

events or situations. Proctor (2003) argues that descriptive research is done to

accomplish different goals like explain the distinctiveness of relevant groups,

estimation of percentage of units in a given population, establish the perceptions of

product characteristics, find out the degree at which marketing variables are linked

and put up specific predictions. Malhotra (2004)

Descriptive research as statistical research provides data concerning the population

or universe under study. It has to explain "who, what, when, where and how" is the

situation, not what caused situation. Hence, descriptive research is used where the

objective provides a systematic description which must be accurate. Also provides

the figure number of times something occurs, or frequency, lends itself to statistical

calculations such as determining the average number of occurrences or central

tendencies. (Source: www.marketresearchworld.com).

Also descriptive research conducted mainly in public such as public-opinion polls

and various industrial, commercial, and public-sector surveys. The objectives of this

type of surveys are to identify and describe the selected area and problem. Malhorta,

N.K & Birks, D.F (2006)

There is a limitation in using descriptive research where by it does not decide on

what causes a particular behavior, motivation or occurrence. In simple manner, it

means that, it does not establish a causal relationship between variables Proctor,

(2003). In the application of my research I ought to use descriptive methodology

because will help the researcher to gather data correctly as the use of percentage and

frequencies will be used in the study because the philosophy behind is to describe the

general profile of the sample the researcher might be dealing with. Malhotra (2004)

Causal research is used to get evidence of cause and effect or causal relationships. It

is important to understand causal research in order to obtain the evidence concerning

cause and effect relationships causal research is being applied under conclusive

research. In causal research focus is on the relationship which needs to be explained.

Causal research design is based on established evidence of the relationship among

the factors involved. Malhorta, N.K & Birks, D.F (2006)
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Therefore is important to the following criteria

 To understand the types of variables which are the causes of action

(Independent variables) and which ones are the effects variables

(Dependent variables) of the phenomenon as well as to find out nature

of the relationship among the causal variables and to be predicted

effect. Malhotra (2004),

 Second aim is to explore the effect of one variable on another. It

permits the marketing manager to do assumptions on the future and

test them in the market. Therefore casual research is explained as a

way of seeing how actions at present will have an effect on a business

in the future

Figure 3.3: The diagram for exploratory and conclusive research design

Source: Diagram by the researcher

Research

Design

Causal
Research Design

Descriptive
Research Design

Conclusive
Research

Design

Exploratory
Research Design
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Table3.4: The table of comparison of the basic designs between exploratory and
conclusive research

The following table gives a comparison of the basic designs:

Conclusive Research

Exploratory Research Descriptive Research Causal Research

Objective: Discovery of ideas
and insights

Describe the characteristics
of functions of the issue

Determine cause and
effect relationships

Characteristics: Flexible, versatile

Often the front end of
total research design

Marked by the prior
formulation of specific
hypothesis

Preplanned and structured
design

Manipulation of one or
more independent
variables

Control of other
mediating variables

Methods: Expert surveys

Pilot surveys

Secondary data

Qualitative research

Secondary data

Surveys

Panels

Observational and other
data

Experiments

Source: Diagram by the researcher

There are three types of research design, namely Case study design, Survey design

and Experimental design. The design, which was used, is the Case study design. This

design was adopted because the method allows broader inquiry that led to

appropriate answers to the study objectives and questions. It is appropriate in the

sense that, it gives an opportunity to have an in-depth investigation. The case study

design is the most appropriate for the study because it is flexible in terms of data

collection methods, as it allows the researcher to collect information from various

sources within a company. The method is also economical in terms of time and

money as it focuses attention to a single organisation in a limited time.
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3.3 Source of data
To meet the aims of this project it was essential to use primary and secondary

methods of data collection. The data which was collected in the field are both

primary and secondary data.

3.3.1 Primary Data
Most of the time secondary data do not provide adequate information to meet the

research objectives therefore primary data need to be collected Lancaster (2002).

Primary data is very important to be collected when the researcher cannot find the

data in secondary sources.  Researchers are always concerned with primary data on

demographic or socioeconomic, characteristics, attitudes, opinions, interests,

awareness or knowledge, intentions, motivation and behavior Proctor, (2003).

Primary data collection has variety methods ranging from survey research, in-depth

interviews to observation and experimentation which will be discussed to justify the

method to be used in this research.

Survey research method is considered as the most common primary data collection

method and it is related to questionnaires’ administration. With survey research we

need to consider 4 steps to collect data:

 Selection of communication method, for example mail (offers low

cost, quicker results), telephone (useful when time is short can lead to

higher costs) and personal survey (more complex questions can be

explained),

 Maximizing response to survey (one of the most significant problems

faced by a survey researcher),

 Questionnaire design (used to collect data on the respondent’s

behavior, demographic characteristics,  level of knowledge, attitudes

and opinions based on the information required and available

resources) and finally

 Question phrasing using three different formats, direct questions

(open and closed questions), Attitude questions (direct and indirect
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questions) and indirect questions (Lancaster, Massingham and

Ashford, 2002).

In-depth interviews are mostly used to decide and structure quantitative studies as

they offer rich information particularly wherever the subject is tricky and requires

extra explanation when new products, concepts or consumer response are to be

analyzed. Though results can be biased, samples are often small therefore not

representative hence they need more extensive and structured research (Lancaster,

Massingham and Ashford, 2002).

Observational research indicates viewing, observing and listening to situations such

as human interactions, attitudes, behavior, motions etc. by monitoring instruments.

This is like personal observation which is used when it would be not possible or

expensive to find data through a survey method

3.3.2 Secondary Data
Always secondary data is the data collected by other people to be re-used by other

researchers. Secondary data is also the data collected for the problem at hand

(Malhotra 2004). It includes both quantitative and qualitative methods and can be

located easily and is less expensive (Proctor 2003).

Criteria for secondary data

 Specification: When we use secondary to collect data, we should be

critically examined to classify possible sources of bias.

 Error: Need also to be accurate of data

 Currency: Secondary data may not be current one, because its long

time data stored to be consulted by other people Therefore time lag

between data collection has to be taken into consideration

 Objective: For secondary data we also need to consider the purpose

for which the data were collected.

 Nature: The nature, or content of the data should be examined with

special concentration to the definition of the key variables, the units of

measurements, and the relationship examined.
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 Dependability: An overall indication of the dependability of data

may be obtained by examining the expertise, credibility, reputation

and trustworthiness of the source

Secondary data can be classified as either internal or external Malhotra (2004).

Internal data is generated within the organization where by the research is being

conducted and it can be available anytime and ready to use. While external data is

the data generated from other sources outside the organization throughout the

technique of Desk research it is likely to extract it in the form of published material

such as books, journals, articles etc; online databases and information made available

by syndicated services.

These are the data which used in particular investigation but they have been

previously collected for another purpose. The advantages of secondary data are as

follows;

 It serves resources i.e. time and money

 Data obtained can be used to verify findings obtained in primary

research.

The usefulness’s of secondary data are;

 They can be usefulness to demonstrate original scientific findings.

 They can be useful to verify previously established findings.

 They can complement original data being accumulated by the

investigator.

THE USE OF TABLES

Some of the information are analyzed and interpreted through tables and certain

percentages will be calculated on this table using the formulae;
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Percentage= Number of persons responded in each department x

100%

Total number of persons responded

3.4 Sample and sampling procedure
Lancaster et al(2002) propose five factors when dealing with sample framework;

These are adequacy and completeness meaning that all units of the population under

survey should be represented while accuracy  means up-to-date data should be used

to attain accuracy but they are rarely available in addition  duplication  this means

bias will occur wherever names of sampling units occur more than once and

convenience is the sampling lists which should be available and suitable for sampling

purposes.

Therefore there are two sampling techniques as suggested by (Saunders, 2003):

Probability or representative sampling; mainly associated with survey-based

research, this technique has a possibility to answer research questions and can

achieve the aims which require statistical estimations and characteristics of the

sample population (Saunders, 2003).

Non Probability, Most of the time provides a range of alternative technique in cases

where the probability technique do not work, giving subjective judgments. For

example the probability of each case being chosen from the total population is not

known mostly it is impossible to answer research questions or to tackle objectives

that required you to formulate statistical inferences on the characteristics of a

population (Saunders, 2003).

Since the research paper is in form of case study, the methods used in choosing the

respondents depended on the researchers’ perception and satisfaction of his ability to

improve database.

Determination of sample size is an important thing in any research; good sample size

may serve to archive the objective. Under this study, a researcher selected a sample

of 16 people consist of accountants from finance department and 13 auditors of
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different ranks from Ministerial and Local government, Internal audit department and

VFM department in NAOT.

3.5 Research technique
The technique of research used comprise of both qualitative and quantitative

techniques. The qualitative technique adopted so as to elaborate the uses of

quantitative.

3.6 Population of the study
The targeted population depends on the number of employees working on that

particular organization (NAOT) and the employees concerned in:

 Internal Audit Department

 Regularity (Ministerial and Local Government) Audit Department

 VFM Audit Department

 Accounts Department

Department Number of people
interviewed

% of those
interviewed

VFM Audit department 6 37.50%

Internal Audit department 2 12.50%

External Audit department 5 31.25%

Accounts Department 3 18.75%

Total 16 100%

3.7 Data Collection Procedure
In collection of data the researcher utilized both primary and secondary sources of

data. Data collection methods which employed for the purpose of this research

involve observation & participation, interview, documentary sources and inspection.
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3.7.1 Primary Data Collection Methods
3.7.1.1 Interviews
The interview is one of the major sources of data collection, and it is also one of the

most difficult one to get right in qualitative research the interview is a form of

discourse.

According to Mischler (1986), its particular features reflect the distinctive structure

and aims of interviewing, namely, that it is discourse shaped and organized by asking

and answering questions.

An interview is a joint product of what interviews and interviewers talk about

together and how they talk with each other, which the researcher and selected

employees of various departments of NAOT respectively.

Unstructured interview method was used in data collection during the study; question

was not prepared in advance. Information collected from the interviewee are

analyzed and compared with the observations made by researcher.

3.7.1.2 Observation
Under this technique the researcher involved in day to day activities of the

organization from the initial stages of the initializing information for the preparation

of the information and supporting the preparation of the financial reports to the end

point of the completion of the presentation of such reports. The researcher used both

participatory observation and the non-participatory observation.

3.7.2 Secondary Data Collection Method
3.7.2.1 Inspection
This consists of examination of records, documents that contain sufficient

information for this study. Thus inspection included:

i. Internal Audit Reports

ii. Final Accounts

iii. Published Financial Reports

iv. Management Accounts Reports

v. Inventory and Asset Registers
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3.7.2.2 Documentary Sources
Documentary sources of data assessed both private and public sources. These play an

important role in discriminating knowledge to all disciplines involved in the

preparation of the financial reports of the entity or organization.

The documentary sources for the study included;

i. Published Books

ii. Manual Scripts

iii. Past Research Reports

iv. Journals

v. Newspapers

vi. Magazines

vii. Newsletter and other unpublished work.

3.8 Data Analysis Methods
Soon after collection of data, the researcher analyzed data through:

3.8.1 Qualitative Data Analysis
Qualitative research is an inquiry process of understanding based on distinct

methodological tradition of inquiry that explores social or human problems. The

researcher builds a complex, holistic picture, analyzes words, report details views of

informants and conducts the study in natural setting. It entails factual and logical

interpretation, comparison and explanation of findings from data obtained. A reason

for using qualitative data analysis includes:

Qualitative data analysis presents a detailed view of the topic the side angle lens of

the distant panoramic shot will not suffice to present answers to the problems, or the

close up view does not exist.

Researcher selected a qualitative approach in order to study individuals in their

natural setting. This involves going out to the setting or field of study, gaining-

access, and gathering material. If Participant is removed from their setting, it leads to

contrived findings that are out of context.
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Researcher selected a qualitative approach because audiences are receptive to

qualitative research. This audience might be a graduate adviser or committee, a

discipline inclusive of multiple research methodologies, or publications outlets with

editors receptive to qualitative approaches.

Research employed a qualitative study because of insufficient time and resources to

spend on extensive data collection in the field and detailed data analysis of text

information.

3.9 Data analysis and presentation
The data collected are organized, analyzed and presented to fulfill the objectives of

the study in terms of drawing proper conclusion and recommendations.

Due to qualitative nature of data, the researcher adopted qualitative methods of data

analysis. The ordering of raw data to a manageable data set, the identification of

what data have in common to which degree they differ from each other and the

determination of the directions, magnitude of the relationship between variables were

done using descriptive statistics, tables and graphical presentation. In analyzing data,

the qualitative data analysis technique used since; it entails factual and logical

interpretation, comparison and explanations of findings of data to be obtained.

Audiences are receptive to qualitative research. These audiences might be an

undergraduate adviser or committee, a discipline inclusive of multiple research

methodologies, or the publications outlets with editors receptive to qualitative

approach. Lastly lack of resources and sufficient time to spend on the extensive data

(collections in the field and detailed data) analysis of the context information’s

provided.

3.10 Conclusion
This chapter provides conclusion remarks on how the researcher collected data to

answer the research questions. The researcher used the desk approach to review

previous research in the field so as to develop a conceptual framework. This process

involved accessing online documents and published materials available through

private and government websites and published documents. The materials used were

mainly from previous research studies
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The study adopted a quantitative approach by using structured questionnaire. The

questionnaire was administered in national audit office and data was collected using

a questionnaire survey in which respondents. The sample technique used was the

non-probability sampling. The exact Non probabilistic sample technique employed

was Convenience sampling as they are recommended in exploratory research for

generating ideas, insights or hypotheses.
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CHAPTER FOUR

RESEARCH ANALYSIS AND FINDINGS

4.0 Introduction
This chapter observes, scrutinizes and discusses the findings from the empirical

study. Considering the research questions, hypothesis and research designed and the

data analysis techniques attempts are made to identify the need of value for money

audit in public services projects. These qualitative data were collected from the

NAOT in VFM, Ministerial and Internal Audit Departments at Head quarter.

The interviewees from different departments answered the questions directly and

give explanations about different issues concerning VFM practices in different

junctures.

1. In capturing the main objective of the study which is to evaluate to what extent

the Value For Money Audit  is beneficial in public services projects And also

2. In capturing the specific objectives of the study which are

i. To evaluate the role-played by the Management, NAOT and citizen in the

application of VFM audit as internal control system to the projects of

Public services.

ii. To assess whether the office’s quality management framework (QMF) is

suitably designed to incorporate appropriate measure to ensure that VFM

audits are carried out efficiently.

iii. To comment on current governance, accountability and performance

measurement of government projects.

4.1 Finding and Analysis

To evaluate the role-played by the Management, NAOT and citizen in the application

of VFM audit as internal control system to the projects of Public services.

The interviewees from NAOT told the researcher that after been used for several

times and its positive outcomes be impressed, the VFM audit currently used as the
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performance appraisal to the public services projects as well as an independent

assurance to the community and responsible officials. 9 interviewees responded that

VFM audit used in great extent while 4 interviewees and 3 interviewees responded

average extent and small extent respectively. The percentage of the interviewee’s

response is shown in the table as well as figure 4.5 below;

Table 4.1 Finding and Analysis
Type of answers Number of Respondent Percentage of Respondent

Great Extent 9 56.25%

Average Extent 4 28.13%

Small Extent 3 15.63%

Not at all 0 0%

Total 16 100%

Figure 4.5: Pie Chart representing interviewee’s response on evaluation on the role-

played by the Management, NAOT and citizen in the application of VFM audit as

internal control system to the projects of Public services provided by Government

Figure 4.5: Pie Chart representing interviewee’s response on evaluation on the

role-played by the Management,

56.25%25.00%

18.75%

Great Extent

Average Extent

Small Extent

Not at all
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Previously most of the projects were not fulfill the requirement but recently the VFM

audit have change that altitude as the CAG reports from local governments

authorities introduced with VFM audit approach. Some district council has been

awarded with the good reports while other district council has been warned for their

bad reports. As with the central government, more than half of the LGAs audited (65

out of 124) had outstanding matters from previous audits, amounting to more than

TShs. 9 billion. Bagamoyo District Council was the worst offender, with TShs 954

million; followed by Dar es Salaam City Council, with TShs 833 million. Both

councils were given qualified opinions for 2005/06.

The four LGAs given adverse opinions were: Kigoma District Council, Mbeya City

Council, Sumbawanga Town Council, and Igunga District Council. Although this is

the same number as in 2004/05, all four of these councils are new to receive Adverse

opinions. The Mbeya audit report cited nearly TShs 2 billion in expenditure from the

wrong account (“an obvious violation of the proper use of funds provided to the

council”) as well as an overall weak internal control system. Kigoma’s report

included doubtful expenditure of TShs 112 million for the maintenance of vehicles

and procurement of stationery, as well as a consultancy contract of TShs 77 million

made through biased procurement selection.

The 2005/06 CAG reports show that TShs 273 billion remains questioned at all

levels of Government. When public officials trusted with public monies fail to do

their job properly, the people suffer, because medicines are not delivered, pupils lack

school books and roads are not repaired. The CAG has warned that those

Government bodies receiving clean reports with “emphasis on matters” can expect

qualified reports in coming audit reports if they do not make significant changes.

This part intends to analyze the trend of audit opinions issued to 134 LGAs for the

year 2007/08, 2008/09, 2009/10, 2010/11 and 2011/12. The rationale of this

presentation is to determine trends of financial performance and accountability of

LGAs for 5 years period. Trend of Audit Opinions issued to LGAs for the financial

years 2007/08, 2008/09, 2009/10, 2010/11 and 2011/12 is as shown below;
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Table 4.2 LGAs Trend of Audit Opinions for five consecutive years
Opinion Unqualified Qualified Adverse Disclaimer Total

Council
Years Total % Total % Total % Total %

2007/08 72 54 61 46 0 0 0 0 133

2008/09 77 58 55 41 1 1 0 0 133

2009/10 66 49 64 48 4 3 0 0 134

2010/11 72 54 56 42 6 4 0 0 133

2011/12 104 78 29 21 0 0 1 1 134

Source: www.nao.go.tz

From the above table unqualified opinions have increased by 5(4%) from the year

2007/08 to 2008/09, decreased by 11 (9%) from the year 2008/09 to 2009/10,

increased by 6 (5%) from year 2009/10 to 2010/11 and increased by 32(24%) from

the year 2010/11 to 2011/12. Qualified opinions have decreased by 6 (5%) from the

year 2007/08 to 2008/09, increased by 9(7%) from the year 2008/09 to 2009/10,

decreased by 8(6%) from the year 2009/10 to 2010/11 and decreased by 27(21%)

from the year 2010/11 to 2011/12.

Adverse opinions increased by 1% from the year 2007/08 to 2008/09, increased by

2% from the year 2008/09 to 2009/10, increased by 1% from year 2009/10 to

2010/11 and decreased by 4% from the year 2010/11 to 2011/12. There was no

disclaimer opinion issued for the years 2007/08, 2008/09, 2009/10 and 2010/11.

However, in the financial year 2011/12 disclaimer opinion was issued to Mbarali DC

which is equivalent to 1%.

Tanzania has good laws regarding financial accountability – what is needed is the

leadership and responsibility to put them into practice. This will require leaders at all

levels to ensure that oversight bodies function well. In particular, the CAG

emphasizes strengthening internal audit systems, establishing audit committees and

following laid down procurement laws. The culture of impunity and business as

usual needs to end. Those who fail to perform duties should face sanctions (not the

citizens they serve), and those who perform well should be recognized and rewarded.
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Public awareness and pressure will help. You can assist the President and the CAG to

ensure public money is well used by playing your part.

VFM audit can be used to a large extent as a tool of performance appraisal in public

services projects. Public services projects uses public funds, i.e. taxpayers money.

Thus both parliament and the public at large needs to be assured that public funds are

being spent efficiently and economically on programs that are effective, i.e. the

management is accountable on the use of the public funds. VFM audit assists this

process by reporting on management performance i.e. the VFM audit is used as a

tool of performance appraisal.

The extent at which value for money audit used as a tool of performance appraisal in

public services projects is when new approaches are introduced, we have to ensure

that reliable accountability arrangements exist for reporting to parliament on how

taxpayer’s money is being spent and on whether VFM is being achieved. This is

because it involves extensive discussion and document review in different public and

private sector like ministries and other agencies depending on where the VFM

research was done.

Lapsley and Pong in their research who have mentioned that the meaning of VFM

audit is not strait forward. Also they have concluded that the meaning of VFM audit

is changing as per the experiences of VFM audit progresses. One of the major

findings of this study was that the VFM audit outcomes are difficult to measure.

They have also highlighted the difficulty of determining what constitute the “Best

Practice”. The findings that the authors highlighted were how to quantify the VFM

audit expectations and outcomes.

The Lapsley and Pong findings are contrary to what I have found in my research. It

has been revealed that the meaning of VFM is straight forward as it is well known

and understood by the key role people, also the outcome or positive impact of VFM

can be measures as shown in the data collected that the misuse of public funds has

been diminishing as time goes on. Also the capability of the NAOT in conducting

response of the interviewees as well as the data collected showed that NAOT plays a

major role in application of VFM audit as internal control system to the public
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services projects which are provided by the Government as the results development

to the society are archived.

To assess whether the office’s quality management framework (QMF) is suitably

designed to incorporate appropriate measure to ensure that VFM audits are carried

out efficiently.

Most of the interviewees from NAOT told the researcher that QFM are well designed

to incorporate measures to ensure that VFM audits are carried out positively with

improvement observed on the public services projects by the society. 4 interviewees

and 10 interviewees responded that QMF are suitable to ensure positive carried out

of VFM audit as a very strong protection and strong protected respectively while

only 2 interviewees responded to researcher that its weak protected. The percentage

of the interviewee’s response is shown in the table as well as figure 4.6 below;

Table 4.3 the percentage of the interviewee’s response
Type of answers Number of Respondent Percentage of Respondent

Very strong protection 4 25%

Strong protection 10 62.50%

Weak protection 2 12.50%

Total 16 100%
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Figure 4.6: Graph of the interviewee’s response on assessment of the office’s

quality management framework (QMF)

TShs 242 billion were improperly spent or accounted for by Central ministries

(MDAs) and regional secretariats (RASs). This was one of the key findings of the

2005/06 report of the Controller and Auditor General. TShs 242 billion was a

colossal amount of money; and could do the following;

i. It was more than the entire annual budget for the Ministry of Water in

2006 government year.

ii. It was enough to pay the annual salaries of over 160,000 primary school

teachers or purchase over 100 million books.

iii. It was enough to build a basic village government office and library in

every village in Tanzania.

Main Components of the findings of 2005/06 report for MDAs/RAS was

i. Questionable payments 67.8 billions

ii. Outstanding matters from previous audits 63.6 billions

iii. Goods and services paid but partly or not delivered 48.5 billions

iv. Improperly vouched expenditure 36.7 billions
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v. Other procurement violations 18.7 billions

vi. Other questionable expenditure 6.8 billions

Recently after using the VFM audit most of the fund have been properly consumed

and also the percentage of misuses have been reduced.

In 2011/12 audit report, nearly TShs 91 billion were improperly spent or accounted

for by Central ministries (MDAs) and regional secretariats (RASs). This was one of

the key findings of the 2011/12 report of the Controller and Auditor General. TShs

91 billion is a colossal amount of money; and could do the following;

i. It can build more than 100 kilometers roads.

ii. It can pay annual salaries of more than 2000 lecturers.

iii. It can build the international football ground with capacity of 60,000

people like the one we have.

Main Components of the findings of 2011/12 report for MDAs/RAS was;

i. Questionable payments Tshs. 1.5 billions

ii. Expenditure made out of the Approved Budgets Tshs. 1.6 billions

iii. Outstanding Imprest Tshs. 1.9 billions

iv. Outstanding matters from previous audits Tshs. 78 billions

v. Missing acknowledgement receipts Tshs. 0.6 billions

vi. Deferred payment Tshs. 0.3 billions

vii. Procurement without Tender Tshs. 0.5 billions

viii. Goods and services paid but partly or not delivered Tshs 1.186

billions

ix. Improperly vouched expenditure Tshs 3.3 billions

x. Other procurement violations Tshs. 0.8 billions

xi. Expenditure Charged to Wrong Account Codes Tshs. 1.5 billions

The other interviewee in NAOT added that people do think that may be the other

previous methods of audit are not appropriate or adequate. He said, “Previous audit

approach were fine but the new approach (VFM audit) is best to be used because is
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modernized approach and useful in findings especially in the big projects like public

services projects.” Also he said that because the VFM auditor must be flexible and

creative, the VFM procedure must be followed well in order to provide the correct

results in which the protection of resources objective will be fulfilled. Many funds

have been recovered from the projects and others will be recovered from the people

who responsible with misuse as we have been seen in Bank of Tanzania and other

projects.

While VFM has been an important aspect of the CAG activities since the time when

the organization was called the Exchequer and audit department, it was 1st given

statutory expression in the National Audit Act 1983. The Act status that the CAG

may “carry out examinations into the economy, efficiency and effectiveness with

which any [government department or other relevant body] has used its resources in

discharging its functions” section 6(1) National Audit Act 1983. Due to the work

performed by auditors, it real gives the protection of public resources so as to ensure

that quality services are always received by citizens. When a certain project in

introduced example construction projects e.g. road projects, house projects, power

projects or water projects the technical auditors has to make sure that the responsible

organization had a clear and positive impact on the quality of service received by

citizens.

As a practical example, The technical audit of construction projects report volume

III; a report for Rehabilitation of Chimwaga Hall in Dodoma report prepared by

National Construction Council (NCC) in collaboration with Technical Audit Unit

(TAU) of the Ministry of Finance (November 2007).

PROJECT BACKGROUND; The government of Tanzania through the Ministry of

Finance allocated funds toward the costs of rehabilitation of Chimwaga Hall under

Prime Minister’s Office for the fiscal year 2006/07 in Dodoma Region. However,

University of Dodoma did not receive those funds. The building has now been
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changed to become the University of Dodoma envisaged to commence business

effective September 2007. The university authority receiving some funds for

purchase of furniture and teaching facilities and thus part of these funds are being

used for rehabilitation works.

PROJECT KEY FINDINGS; After performing the VFM audit on that project the

report come-up with the following:-

i. The works were being carried out using force account arrangement.

Hence there was no procurement of the consultant and contractor.

ii. The rehabilitation works are being carried out without drawings and

specifications. Hence costs, scope and a program of activities could

not be established. This phenomenon might escalate the cost of the

works to unrealistic value. Also the quality of works cannot be

verified.

iii. Despite good works which is being carried by University authority, no

provision in terms of entrance ramp and toilet facilities for the use of

disabled people.

PROJECT RECOMMENDATIONS:

i. The client is required to comply with Public Procurement Act No. 21

of 2004 for works and services and has engaged the services of

Consultant and Contractor so as to enhance value for money for the

project.

ii. Client should procure contractor and consultants to carrying out

construction works through competitive tendering.

iii. The Client should procure consultants to prepare designs, drawings

and specifications. The contractor should be procured to carry out

rehabilitation works.

iv. The University buildings should be provided with facilities which will

accommodate disabled people.
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Therefore after that value for money audit report, the projects manager knows that

how, where and value of the resources are misused as well as what are the best

approach must be in use to overcome that solution. In conclusion, since the

establishment of Value for money audit, the projects resources have been protected

i.e. misuse of projects funds are minimized but not mitigated. Therefore public

money through projects funds will be prepared and protected to be used effectively in

the appropriate and adequate way.

Lapsley and Pong in their research who have highlighted the difficulty of

determining what constitute the “Best Practice”. They did explain that it’s hard to

establish criteria of when and how the best practice obtained on VFM i.e. the

findings that the authors highlighted were how to quantify the VFM audit

expectations and outcomes.

On the contrary with what Lapsley and Pong observed, my study revealed that the

NAOT has established and maintained the suitable QMF that as appropriate

measures to ensure that VFM carried out in a due care and have positive impacts to

the stakeholders. When the possible improvement archived, that is what we called

“Best Practice”. From the response and data called from interviewee and studies in

NAOT reveals that the VFM has improve the public services especially in the rural

area where most of the LGA used to misuse the public project’s funds but recently

things have changed.  Also expectation and outcomes of VFM are now quantified;

this shows that VFM knowledge has grown and its importance has been seen by the

stakeholders.

To comment on current governance, accountability and performance measurement of

government projects.

As the researcher needed to get that information, 13 interviewees which are 81.25%

of respondents in different departments from NAOT explain to the researcher that,

the value for money audit is recently applicable in public services projects in great

extent. Also 2 interviewees explained that value for money is not applicable and 1

interviewee replied that he is not sure if they are applicable to the Government
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projects. The percentage of the interviewee’s response is shown in the table as well

as figure 4.7 below;

Type of answers Number of Respondent Percentage of Respondent

Yes 13 81.25%

No 2 12.50%

Not sure 1 6.25%

Total 16 100%

Figure 4.7: The extent in which VFM audit is applicable in Public services

projects pie chart

These replies from those later interviewee shows that previously value for money

was not applied in projects which led to a great loss of projects funds which provide

the negative respond to the tax payers and community at large.

In 2001, after a long discussion in the parliament, the amendment of Public Finance

Act was done and through Sec. 33 which requires CAG to carry out value for money

audit. Previously most of the projects funds were misuse (i.e. nearly to 60% up to

75% of the projects funds/budget were not used as planned/intended), but afterward

the projects funds are used well as budgeted and recently record show only 15% up

to 20% are misused.

81.25%
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The extent in which VFM audit is applicable in Public services projects
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The percentage of misuse is expected to be diminishing up to very minimal level as

the results risks will be mitigated in future. Therefore, VFM audit is used in great

extent so that projects funds will be well allocated to the correct problem in time,

economically as well as efficiently.

Other explanations from interviewee enlighten the researcher that value for money

audit is applicable to the great extent in the public services projects because since

introduced to the process has delivered a huge success. Also they said that although

is very expensive to run or perform VFM audit but in the end, it produce findings in

deep details. The NAOT also use VFM audit as the tools of internal control in the

last stage of follow-up were the auditors must check again if there is any changes

after the VFM audit have been took place in the particular project. Also their

recommendations are in huge fever and reality due to the fact that, in the preliminary

stage of VFM audit, there is pre-study in which all experts are involve to share their

idea concerning the particular problem.

So the VFM audit used not only to save projects funds (as shown in the third answer)

but also to make sure funds are allocated to the proper problem effectively, efficient

and economical way.

A VFM audit is a systematic, purposeful, organized and objective examination of

government   activities. Its scope includes the examination of economy, efficiency,

cost effectiveness; accountability relationship, protection of government assets and

compliance with authorities. Value for money audit is to a great extent applicable in

public sector. From its definition above, a well-performed and reported audit serves

as an essential instrument for developing and promoting good governance by

improving public sector management. In the public sector, VFM audit provides

relevant feedback to managers, legislators and citizens on the efficiency and

effectiveness of measured activities.

When working on a study, you should try to ensure that you have considered each of

the key components set out below, and satisfied yourself as far as possible that you

have addressed them adequately. These elements are:
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 Setting up the study by having suitable topics, strong projects and risk

management, a clear set of issues to be examined as well as appropriate

methodologies.

 Carrying out the study with sufficient, relevant and reliable evidence,

clarity and brevity of message, a well-managed clearance process

without forgetting effectiveness dissemination of message.

 Following up the study to have added value and impacts without

forgetting constructive post-project review and quality.

In the case of Tanzania, this is a new phenomenon just like many countries in the

world, though we have observed a shift from financial audit to VFM audit. This shift

can be seen as moving from the role of an observer to a more proactive role as an

improved. The National Audit Office (NAOT) has started to shift gradually its focus

from Regularity audit to VFM audit by establishing a VFM audit unit.

Public service delivery is always evolving Governments seeks to improve the quality

of services that citizens receive by delivering services more quickly, using

technology more widely, involving partners; such as the private sector in the funding

and delivery of services, making services more accessible and lastly delivering in a

more joined-up way, such as through “one-stop shops” offering several services in

one location.

Gendron et al (2001) studied the changing role of the Auditor-General of the

Province of Alberta from traditional financial auditor role to the audit of efficiency

and effectiveness of government programs. There are thus some widely held

understandings about independence limits that auditors must not cross. In particular,

it is generally recognized that an auditor cannot claim that he or she behaves with

independence when he or she examines management activities that are significantly

the consequences of his/her advocacy.

However, as the Office becomes more powerful and a more central figure within the

public sector, it also becomes more vulnerable in terms of independence. It is

difficult for the Office to sustain the view that its assessments of public
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administration are conducted in accordance with the socially understood norms of

independence.” Gendron et al have also mentioned that the independence is lost

when the auditor acts as a consultant.

Opposing the Gendron findings, my research found that it’s not a problem for the

Auditor to become a consultant but he/she must act with due diligence as well as

professionalism. VFM audit report’s recommendations are used as a consultation to

the Government to oversee public servant practice on the particular juncture.

NAOT have operate effectively in conducting their VFM audit and they have

maintain their independence, objectives as well as providing to the MP through

oversight committee appropriate and supportable information which can be relied by

them and society at large on questioning misuse and embezzlement of public funds.

Also for those who are responsible with frauds are holds accountable for what they

have done in the correspondent public projects funds.
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CHAPTER FIVE

SUMMARY CONCLUSION AND RECOMMENDATIONS

5.0 Introduction
The study has been appropriately conducted to know the necessity and benefits of

Value for money audit in the public services projects, NAOT as the case study. The

basis of the recommendations in this research is on statement of the problems under

chapter one, literature review under chapter two and findings in chapter four

5.1 Recommendation
For the proper implementation, or to make it effective VFM audit in public services

projects, the following problems should be wiped out or minimized: -

i. Most of Government officers and auditors are clear about the concept of

value for money auditing and where this function should fit within the

organization.

ii. A few number of government’s auditors have experience in conducting,

writing and presenting VFM audit reports.

iii. Few governments’ officers knows what qualifications are required to

conduct quality VFM audits as well as about the various training

programs offered for performance auditing.

iv. No universal criteria have been established for evaluating efficiency,

economy and effectiveness.

v. Most of the Political leaders whose virtually are Government leaders

like MP’s and leaders of ruling parties are prickly with the ideas of

creating a report that discusses publicly the local governments’

inefficiency and lack of effectiveness.

vi. A successful value for money audit program requires a long-term

commitment of resources (i.e. time, money and well trained staffs)

which is not always easy to achieve in the developing countries’

environment like URT.
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vii. Auditee’s biasness due to misinterpretation of the audit purpose as

many of them believes that vfm audits’ purpose is to unveil misuse as

the results to be sued or dismissal from their jobs.

Therefore there is a need for training to government employees on the concept of

value for money audit. This is because the concept has no specific criteria for

measurement of value for money and these are Economy, Efficiency and

Effectiveness. Also to educate them that not all incorrect are intended and vfm is

there to help in proper uses of public funds.

5.2 Conclusion

It can be concluded that,

i. VFM audit is aimed at the need of establishing whether the

management of the public sector has developed appropriate systems and

procedures to achieve value for money, i.e. the extent to which public

funds are expended economically, effectively and efficiently so as to

meet public satisfaction.

ii. In auditing value for money, both financial and non-financial

information should be put into consideration.

iii. Financial audit involve the determination of whether the financial

statement and related items such as accounts and fairly presented.

Financial statement will indicate true and fair view only when;

i. The entity complies with laws and regulations that affect the

financial statement in hand.

ii. The entity’s financial information is presented in accordance with

the established or stated criteria.

iii. The entity adheres to specific financial compliance.

However the financial statement will not be indicating a true and fair view where the

entity:-

i. Is not obtaining the right amount of resources as for right quality,

delivered at the right time and place at the lowest cost (inefficiency)

ii. Is not using minimum resources input to achieve a best required

quantity and quality output (inefficiency)
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iii. Is not matching outcome of activities with the objectives or the

intended effectives of that activities (ineffectiveness)

Due to the above situations, it has been found in the research that, implementation of

the value for money audit in the public sector is inevitable since:-

i. It evaluates whether a government organization is effectively

meeting its objectives, and using its resources economically and

efficiency.

ii. It provides an independent assurance to the responsible public

officials and community (taxpayer) that funds appropriated for

particular government activities are spent wisely and in accordance

with the parliaments requirement.

iii. Furthermore, value for money audit reinforces the accountability of

public sector’s managers to parliaments and ultimately the taxpayer

to ensure them that public fund and resources are used properly and

good effect.
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APPENDICES

Pendix 1

INTERVIEW GUIDELINES

1. Awareness of VFM in public service projects construction

2. Role of VFM audit in public service projects

3. Applicability and relevance of VFM in public service projects

4. Provision of independent assurance to responsible auditors who perform VFM

work.

5. Public reliance of VFM.

6. Any deficiency in VFM audit operations.

7. VFM usefulness for decision making.

8. Any conflicting views between VFM and Normal Audit.

9. Co-operation with any VFM reviews especially those that involve a number of

departments or key contact acts

10. Details of any areas you feel may be potentially worthy of review

11. Details of any bench making data or good practice you may be aware of from

your contact Audit department as Chief Internal Auditor

12. Commitment to the principle of VFM as Chief Internal Auditor.


