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ABSTRACT

This study was aiming at analysing the effectivenest internal control systems in
managing education capitation grants in local gowvemt authorities in Tanzania, the

case of Morogoro Municipal council.

The study interviewed 150 respondents using questices. However, the study
employed convenience and purposively sampling ntetbselect Teachers, school and
auditors, accountants, statistic logistic officexs well as politician respectively. In
addition the study analysed data collected by eympdp descriptive and descriptive

statistics using frequencies and percentages.

The findings revealed that the internal controlteyson the capitation grants in local
governments, in particular Morogoro municipal cauns ineffective. Most of the

payments of the money related to capitation granésnot done through banks. Also
there is no value for money on the goods and sesvibat are obtained through

capitation grants.

In view of the findings above, the study recommehthat the available internal control
system in Morogoro Municipal council should be iemlented and improved to be more

effective so as to achieve the goal of proper mamagnt of capitation grants.
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CHAPTER ONE
1.0 Introduction

This chapter introduces the study by presentingintreduction section, followed by
background of the study, statement of the probleesearch objectives, research
guestions, scope and limitation of the study, sigamce of the study, and organization

of the study.

1.1 Background of the Study

Historically Tanzania has a long history of funaoiing local government, starting with
the Native Authorities Ordinance in 1926. In 19#f local government was abolished
and replaced with a direct central government rdlbe local government was
reintroduced in 1982 when the rural councils an@lrauthorities were re-established
(Jaba, 2010). The local government elections tdakepin 1983 and established the
functions of councils in 1984. The LGRP  coveredrfareas: political
Decentralization, financial decentralization, adistirative decentralization, and
Changed central-local relations, with the mainlagmvernment having over-riding

powers within the framework of the Constitutionn&iAnno; Kuusi 2009).

Local Government in Tanzania for many years has lbequired to develop and adhere
to effective Internal Control Systems (ICS) in arde attain Value for Money (VFM)
particularly in development expenditure Matrix (Des; 2007). These Internal Control
requirements have increased significantly due tanareased awareness of people and
the members of parliament that has led the govemhrok Tanzania to establish an
independent internal control organ following the émdments of the Public Finance Act
(PFA) CAP 348 in 2010.



Decentralization mandates Local Government(LGncduo set up effective Internal
Control Systems (ICS) that ensures the reliabibtyd integrity of information,
compliance with policies, plans procedures, lawd gegulations, safeguard of assets,
check on the misappropriation of their resourcesyall as proper authorization of
expenditure and regular update of books of @ in order to attain Value for
Money (Lubabah, 2009; Assimwe & Nakanyike, 2007; AG 1997).

Primary education is one of the key sectors thagthvernment of Tanzania has selected
to be one among the priorities under the “Big RisshNbw” (BRN), whereby the aim of
making more development in this sector startedcaffely when the government
established the so called the capitation grantsherprimary and secondary schools in
2002. Establishment of capitation grant system geared toward compensating the
revenue loss in schools due to the abolition ofosttees and contributions. The
introduction of the capitation grant allowed chddrfrom all wealth backgrounds to go
to school and hence reducing social exclusion ddreh from poor households could
now afford to attend school. Net enrolment ratesersharply from less than 60% of
eligible school age children in the year 2000 taemibian 95%t since 2006 (Hakielimu
Report, 2010).

Since the Tanzania Government invests large sumsnafey in the Schools as
Capitation grant, the outputs in terms of teacland learning materials are expected to

match with development expenditures, which is hetdase (CAG Report, 2010).

In addressing the problem, The Tanzania Local Gowent Authorities have been
going on many reforms in the area of Public Far@nManagement (PFM) since 1998
under the name Public Financial Management RefaogrBmme (PFMRP) as well the
introduction of Decentralisation by Devolution (p D) policy which intends to provide

autonomous power to local authorities hence be watable, transparency and be

assessed on their performance.



1.2 Statement of the Problem

As local governments have been given powers thralggentralisation, government
primary schools began being managed by the locatrgment authorities (Issa, 2004).
This management of public primary schools enhancgsiementation of various
education activities and improves the quality ofication offered in primary schools.
However, Mushi (2006) shows that there are findneianagement malpractices that
entail collusions between school committee chasgpes and head-teachers, and
between head-teachers and District Primary Edutatidficers (DPEOs). These
malpractices of collusions undermine the efforteedby the government and hinder the
implied transparency and efficiency of the diragbgort to schools. Moreover, Halleck
and Poisson (2007) list a number of malpracticeh s use of educational funds on
unplanned activities such as to cover irregularnpayts. Also there have been a
problem of capitation grant being underfunded fxareple a 2004 public expenditure
tracking study (PETS) administered by REPOA foumat ¥0% of capitation grant did
not reach the school level on time (Hakielimu EdwceBrief No 7.2E, 2010). On their
report REPOA also argued on the complexity systéndisbursement of capitation

grant.

Therefore, the problem of misuse of public fundsasprevalent even when funds are
allocated fairly across schools at the individeadel. Thus, increasing capitation grant
disbursements to primary schools may not be a ganfoe improving quality of public

primary schooling in Tanzania. However, full capda grant can be prioritised on the
budget, a clear disbursement system and clear slehadd transparency in all levels
may increase the efficient use of these public sukdirthermore there is no clear study
or auditoria report that has shown the chance efititernal system in our district

councils in supervising the allocation and useghef capitation grant in government
primary schools. Therefore, this study will analylse effectiveness of internal control

systems in managing capitation grant for governmentary schools in Tanzania.



The study was interested on analyzing the effectige of the internal control by
considering the already received funds by the lacghorities and the management of

the funds at the primary schools.

1.3 Objectives of the Study

The study is designed to achieve a general obgdivd narrowed down to three

specific objectives as presented below;

1.3.1 General Objective

The general objective of this study was to anatyeeeffectiveness of internal control
systems in managing education capitation grant®aal government authorities of
Tanzania particularly funds allocated in primaryeation in Morogoro municipal as a

study area.

1.3.2 Specific Objectives
The specific objectives of the study were as foow
i. To find out the presence of the internal contradtegn on the capitation
grants in primary schools.
ii. To examine the effectiveness of the internal cdnggstem in capitation
grants in primary schools.
iii.  To examine Value for Money attained on the camtatgrants granted to

primary schools in the study area.

1.4 Research Questions

i. Is there internal control system on the capitagmants in primary schools?
ii. How effective is the internal control system in itajon grants in primary

schools?



iii.  What is the Value for Money on the Capitation gragnanted to government

primary schools?

1.5 Scope of the Study

Public funds not only capitation grant have compggtem of disbursement, however
when followed in transparency, it reduces compland the misuse. The study was
interested on analyzing the effectiveness of therimal control by considering the
already received funds by the local authorities tiedmanagement of the funds at the
primary schools.

The study focused at these two lower levels indisbursement process due to two
reasons. One there some argument that money rddeykcal councils for capitation
grant are not sent all or sent partially or delaggegrimary schools as directed. Second,
it will be in researcher’s capacity to obtain dataone among the stake holders and

collect data given constraint of time of the reskar

1.6 Significance of the Study

The study will help the policy makers realize treed to have and implement effective
Internal Control Systems in the implementation @f&opment grants which in turn will

help achieve Value for Money to the intended uséthese development programmes.

1.6.1 To Local Government Authorities

The study will generate knowledge to link Inter@bntrol Systems and Value for

Money which will guide Policy makers in the plangifor the public resources.



1.6.2 To the Finance and Accounting Practitioners

The study will be helpful to all academicians amdgtitioners in finance and accounting
management. The study will help them generate kedgd on the way internal control

should be practised in a reliable manner to hedp firms safeguard their assets.

1.6.3 To the Researcher (s)

The study has helped the researcher to acquirelkdge and understand the techniques
of doing research. Above all, the study has hethedesearcher to have knowledge on
internal control systems in local governments -itsdindings informed him on how
internal control may be the tool for MMC to achieeffective VFM of education
capitation grants. Also, the Study will enable segrcher to complete master’'s degree in

Finance and Accounting.

1.7 Limitation of the study

The study concentrated only to Morogoro Municipabu@cil and all government
primary school supervised by it, thus provided ssta to other Municipal councils.
There was a poor response especially at the sdewel as the respondents were
reluctant to provide information on Capitation Grarhe study frequently explained to
the respondents that it was purely for academi@gmes to eliminate information

concealment.



CHAPTER TWO

LITERATURE REVIEW

2.0 Introduction

This chapter discusses the definitions of key temagiews some related literatures,
both theoretical and empirical concerning the maércontrol systems and the capitation
grant, afterwards, it draws the conceptual framéwbased on the assumptions

presented in the available literature.

2.1 Definition of Key Terms

This section provides definitions of key terms oncepts as employed in this study. The
process of definition and description is carrietliathe following arrangement; Internal

control systems then the capitation grant.

2.1.1 Internal Control Systems (ICS)

According to Motlia (2009) internal control systemefer to internal controls with a
common purpose grouped together. Basically, interoatrol as defined in accounting
and auditing is a process for assuring achievero€m@in organisation’s objectives in
operational effectiveness and efficiency, reliabfeancial reporting, and compliance
with laws, regulations and policies. A broad corcejpternal control involves
everything that controls risks to an organisatiGerfvais, 2004).

The International Standards on Auditing number ¥&A(400) defined Internal control
Systems as comprising the controlled environmedtcamtrol procedures. It includes all
policies and procedures adopted by the managenfeah entity to assist in their

objectives achievements, as far as practicable, otiderly and efficiently conduct

7



business, including adherence to management pglisefeguard of assets, prevention
and detection of frauds and errors, the occurrearg® completeness to accounting

records, and the time when preparing the finanefarmation.

Based on the definitions above, internal controtherefore, a means by which an
organisation’s resources are directed, monitored, measured. It plays an important
role in detecting and preventing fraud and protecthe organisation’s resources, both
physical (e.g., machinery and property) and intaleg(e.g., reputation or intellectual

property such as trademarks).

2.1.2 Capitation Grants

The term capitation grants is defined by AblutzG20as an amount of money given to
an organisation for each person it deals with,hHesacor cares for. So it is all money
given to government primary schools for educationprovements. Manara and
Mwombela (2012) shows that the capitation grantpidmary education in Tanzania is
meant to provide money for teaching and learnintends for pupils enrolled in public
schools at Tshs 10,000 per pupil per annum in dhlewing allocation; Text books,
teaching guides, supplementary reading materials 4300, Chalk, exercise books,
pens, pencils Tsh 2000, Facility repairs Tsh 2dXamination paper, purchase and
printing Tsh 1000, Administration Materials Tsh 000

2.2 Theories of Internal Control Systems

There exist different theories about internal colntn this study dempster-shafer theory

and Agency Cost theory of Internal Control havenbexiewed.



2.2.1 Dempster-Shafer Theory of Internal Control

According to Dempster-Shafer theory of internal tooip both quantitative and
gualitative methods exist for the evaluation oémil controls. Conventionally, auditors
often adopt qualitative methods, such as questims)achecklists, flow charts, and test
of transactions for evaluation purposes.

The theory provides a systematic way to repredantiriterrelationships amongst key
accounting systems components for the evaluatiotfCofor financial resources and
others — including; significant accounts being aagtd, business processes impacting
these accounts, risks to which business processesxposed, control procedures
implemented to counter the risks, and evidenceegathto evaluate the effectiveness of
control procedures (Srivastava, & Vasarhelyi, 201Zurthermore, Srivastava, and
Vasarhelyi (2012) Explained that the theory belgegegiven judgements on strength of
the audit evidence gathered as input, the proposdtod provides a rigorous algorithm
to aggregate these judgements, propagate, and gaggreéhe results, and output
guantitative risk assessments on various leveldinithe accounting information
system. Included are assessments related to thalloi@, significant accounts level,

business process level, individual risk level, ardividual control procedure level.

Basically, the evidential reasoning of this apploeca process of risk assessment where
several variables (assertions) when combined tegatiform us about a variable of
interest such as the effectiveness of internalrotnlt allows the decision maker to
develop a framework that aggregates all the evileacailable in the situation
pertaining to various intermediate variables anehtinfer about variables of interest
such a feature makes the theory appealing to thke&von of the effectiveness of the IC
system because the ultimate effectiveness reliesn umultiple factors such as
effectiveness of multiple control procedures, tlomtml environment, and evidence

gathered from various sources ( Yeager, and LiQ8R0



2.2.2 Agency Cost Theory of Internal Control

According to this theory there is an intense imationship between effective internal
control performance and agency cost and assetigeclihe theory maintains that
reporting on internal control may be consideredaasionitoring function to reduce
conflict between debt holders, shareholders, andnagement (Ziurtv, 2007,
Williamson, 1998).

The theory puts much of emphasis on the relatignsbtween firm’s asset security and
effective performance of internal control. Ziurt20Q7) argured that based on that
relationship, the theory thus, provides that; adéguappropriation and security of

resources lie in the capability of effective int@ronontrol system.

The Institute of Chartered Accountants (2005) elatgd that agency theory is a useful
Economic theory of accountability, which helps teplain the development of the
control and the way it should be viewed. In ortiebetter explicate the relationship
opinions, this theory has put aside two varialbiésgg in principals such as company
‘stop management on one side, as well agentsdika@itors on the other side. Therefore,
a simple agency model suggests that, as a resuifafmation asymmetries and self-
interest, principals lack reasons to trust theierdg and will seek to resolve these
concerns by putting in place mechanisms to alignrterests of agents with
principals and to reduce the scope for informatasymmetries and opportunistic

behaviour.

Gervais (2004) argued that delegation of respalitgibly the principal and the resulting
division of labour are helpful in promoting an eféint and productive economy.
However, such delegation also means that the pahcieeds to place trust in an agent
such as auditor to act in the principal’'s bestregés like; performing internal control

with full focus of safeguarding company’s assets.
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2.3 Internal Control Systems

This section presents the theoretical part of thelys The purpose of reviewing
theoretical literature is to allow the study to ap certain thoughts and opinions from
various authors and writers so as to get a guideards understanding the way internal
control systems may be effective in achieving vdimemoney under situation either

identical or similar to the topic under concern.

According to Storkey (2011) Internal control systsngonsidered as a management tool
that serves as a means to achieve performancerafitdlplity targets, and prevents loss
of resources of LGAs as managing financial riskviry important to modern
organisations. In achieving the effective interoahtrol, the agency theory suggested
the presence of a third party called “auditor” tes@ere and reduce the asymmetric of
information among principal and the agent. For teason Jsengying (2009) explained
that professional auditors must be given cooparaioplay crucial task to make sure
that they achieve the highest level of asset swculti is for the same reason the
constitution of united republic of Tanzania of 1983 amended from time to time
section 140 empowers the Controller and Auditor ésainto have full power to access
any documents during auditing process at any pudiiity. During auditing process
auditors must examine internal controls to checthére working properly. However,
there are different types of internal controls withn organisation and it depends with

complexity of the organisation structure.

2.3.1 Types of Internal Controls

Generally speaking, there are two major types aérimal controls - one being;
preventive and the other being; detective. These tiypes of internal controls are

discussed below;
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2.3.1.1 Preventive Controls

As the term itself specifies, preventive controle &ind of controls designed to
discourage errors or irregularities from occurrif@iver, 2014). They are proactive
controls that help to ensure department objecivedeing met. Examples of preventive
controls are: segregation of duties: where dutiessagregated among different people

to reduce the risk of error or inappropriate actiotiver, 2014).

Normally, responsibilities for authorising transans (approvals), recording

transactions (accounting) and healing the relasedtgcustody) are divided.

Second are; approvals, authorisations and veiidiget management authorizes
employees to perform certain activities and execetgain transactions within limited
parameters. In addition, management specifies thoseities or transactions that need
supervisory approval before they are performed. #hedthird and last is the security of
assets (preventive and detective): access to eeguipnmventories, securities, cash and
other asset is restricted; assets are periodicaliypted and compared to amounts shown
on control records (Oliver, 2014).

2.3.1.2 Detective Controls

Detective controls are the types of controls desigto find errors or irregularities after
they have occurred. Examples of detective contrioislude: First; review of
performance: in which management compares infoomatbout current performance to
budgets, forecasts, prior periods, or other bencksng measure the extent to which
goals and objectives are being achieved and tdifeihunexpected results or unusual
conditions that require follow-up (Oliver, 2014).hd second example include;
reconciliations: wherein an employee relates dffiérsets of data to one another,
identifies and investigates differences, and talasective action, when necessary. The

third example includes physical inventories. And tbur one involves audits (Ibid).
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2.4 Components of Internal Control system

Under the basis for developing and providing bussneontrol systems and assessment
and addressing their effectiveness (internal comésues) the study has identified the
following component of internal control according the Committee of Sponsoring
Organisation, (2014) and Bushman, (2007) as; thér@oenvironment; risk assessment;

control activities; information and communicatiardamonitoring.

2.4.1 The control Environment

Control environment relates to the organisationdentification, analysis, and
management of the risks that are related to firrdrstatement preparation. The control
environment is the basis for all other componemstrol (COSO, 2014; Bushman,
2007).

According to DiNapoli (2007),Control Environmel(€E) is the philosophy, style and
supportive attitude, as well as the competenitecad value integrity and morale of
the people of the organization. The control emnent is further affected by the
organization’s structure and accountability relasioip. It is the attitude and actions of
Council and Management regarding the significan€ecantrol within the LGAs.
Control Environment provides the discipline andustre for the achievement of the
primary objectives of the System of Internal CohtrAccording to Letsuy (2012)
control environment is the foundation of the ICSl aets the tone of an organization,
influencing the control consciousness of its stafiis is the overall LGA attitude, value
and philosophy of senior political and managemesgtaetive and the culture throughout
the LG relating to the timeliness, integrity, ammtw@racy of financial reporting (Thuy,
2007).

It provides the discipline and structure as welltlas climate which influences the
overall quality of the Internal Control Systemsefaents of the control environment are;

the personal and professional integrity and athvalue of management and staff,

13



appropriate culture in the organization attitudeaads internal control throughout the
organization; commitment to competence; the “toaethe top”(i.e. management’s
philosophy and operating style); a good orgarorati structure (an independent
Internal Audit function and segregation of dutiesjt up proper authorization limits and
human resources policies and practices(Kaplan, ;2Q087; INTOSAI, 2004, and
Laura, 2002).

2.4.2 Risk Assessment

This component refers to the organisation’s ideifon, analysis, and management of
the risks that are related to financial statemeneiparation, in order to ensure that
financial statements are presented fairly and impl@mnce with generally accepted
accounting principles (GAAP) (COSO, 2014; Bushn20q7).

Risk assessment is the process of identifying amalysing relevant risks to the
achievement of the entity’'s objectives and detemmginthe appropriate response
(DiNapoli, 2007; INTOSAI, 2004). It involves riskdentification; risk evaluation
(estimating the Impact of risk; assessing the lilood of the risk occurrence);

assessment of the risk appetite of the organizatiod development of responses.

Risk assessment should be performed and shouiifigecontrollable risks (risks that

are caused by the external environment that thiéyesperated in). According to the

Cadbury Report (1992), risk management should k&syatic and also embedded in
company procedures. And there should be a culafraisk awareness in the

organization. As governmental, economic, indugigulatory and operating conditions
are in constant change, risk assessment shouldh mngoing iterative process. Risk
Assessment implies identifying and analysing attezenditions and opportunities and
risk (risk assessment cycle) and modifying interoahtrol to address changing risk
(Heald, 2003).
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2.4.3 Control Activities

The organisation’s policies and procedures whidp basure that necessary actions are
taken to address the potential risks involved inoamplishing the entity’s objectives
(COSO0, 2014; Bushman, 2007).

Once the controllable risks have been identifigagctic control activities can be
undertaken to reduce those risks (Kaplan, 20083o#ting to Thuy (2007); Sarbanes —
Oxley Act (SOX, 2002); Control Activities are conged of policies procedures and

systems relating to the reliability of financiapeting.

They include; authorizations and approvals, vetfans, reconciliations, review of
performance, security of assets, segregation akeslwind controls over information
systems (Laura, 2002). The elements with chequmageds procedures governing the
counting and valuation of inventory, the procuremeamd disposal systems and codes
of conduct to guide employee behaviour (KaplamQ&O0Thuy 2007, SOX, 2002).
Control activities can be preventive and /or detectCorrective actions are a necessary
complement to internal control activities in orderachieve the organization objectives

hence realizing Value for Money.

2.4.4 Information and Communication

This component focuses on the nature and qualityfofmation needed for effective
control, the systems used to develop such infoonatand reports necessary to

communicate it effectively (internal control issy€0S0O, 2014; Bushman, 2007).
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2.4.5 Monitoring

This component involves assessing the quality dfettereness of the organisations
internal control process over time. It includeseassig the design and operation of
controls, and assessing compliance with policiesmancedures. It also provides for the
implementation of appropriate actions when necgg§€a0S0O, 2014; Bushman, 2007).

2.5 Capitation Grant in Local government Education

School fees abolition is becoming increasingly askiedged as one of the strategies
toward Universal Primary Education and as a keysmeato achieving children’s right

to education. In view of this, the World Bank anNIGEF in 2005 launched the School
Fee Abolition Initiative which aimed to dissemindessons from the experience of
countries that have abolished fees and provideegbmspecific advice to countries that

are seeking to do so (Manara and Mwombera 2012).

Experience in several countries shows that theafgicosts of schooling are a major
barrier that prevent many children from accessing aompleting a quality basic
education. They are especially burdensome in cmsnwhere poverty imposes tough
choices on families and households about how maualy veéhich children to send to

school, and for how long.

School fees represent a regressive taxation onfaaalies, and the enrolment of poor,

excluded and vulnerable children is very sensitiveees, even when these are small.

School fee abolition is not just about “tuition $&€which do not necessarily constitute
the main bulk of fees). School fee abolition mastetinto consideration the wide range
of the costs of schooling to families and house$olthis means any direct and indirect
costs/charges (tuition fees, costs of text booksppkes and uniforms, other
contributions, costs related to sports and othdroaic activities, costs related to
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transportation, contributions to teachers’ salargexsl the like.) as well as opportunity

costs and other burdens on poor families.

To meet the Millennium Development Goal (MDG) falueation and national targets
the Tanzania Government took a bold step forwardalbglishing all fees charged by
schools and also providing schools with a smalhgfar each pupil enrolled. The grant

provided is called the capitation grant.

The decision to replace school fees with capitaioents has some advantage which
include increased enrolment however it has critteat whether it have the desired
impact on the quality of education. It can be st increase in enrolment will result to
increased demand for additional classrooms; denfi@nddditional teachers; Demand
for additional textbooks and other teaching andnieg materials and it is difficult to

sustain community participation.

2.6 Capitation Grant Governance in public sectorndustry

The governance of the capitation grant in Tanzearabe categorised into two; the civic

engagement and the school autonomy.

2.6.1 The Civic Engagement

Civic engagement refers to citizens’ interactiorirma particular field of interest, for
example, public finance policy, with a view to dbiag a favourable outcome from
such interaction (World Bank, 2001).

Thus, aspects of social accountability such aszem’ agency, volunteerism and
political awareness are all forms of civic engagetme Tanzania. For instance, budget
advocacy through villagers’ participation in VillagAssemblies (VA), civil society
participation in Ward Development Committees (WDQCHistrict Consultative

Committees (DCCs) and Regional Consultative Conelestt{RCCs) have become some
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of the most popular forms of exercising citizengjeacy in Tanzania. The civic

engagement comprises of citizens’ agency, volursi@eand political awareness.

2.6.1.1 Citizens’ Agency

Citizens’ agency concept assumes that ongoing cbitween the public and their
leaders provides the citizenry with the opportunidydraw attention to weaknesses in
service delivery, and, as a result, the leadersldvtake appropriate measures in line
with user preferences (Manara & Mwombela 2012).

In Tanzania, the quality of exchanges between conitpnmembers and government at
different levels has reached a higher platform mdgeas each side appreciates the

attitude and effort of the other

2.6.1.2 Volunteerism

Volunteering is working, the putting in of time aedergy, which one person does for
another or for the public, of their free will, anith no material compensation similar in
guantity or quality to the market value for theservices (Cohen, 2009). The
participatory aspect of volunteerism can contridota heightened understanding of the
forces which shape governments and societies, ngadb greater transparency,

accountability.

2.6.1.3 Political Awareness

Political awareness manifests itself through vedenout, attendance in political rallies,
and listening to and/or reading news from the nmasdia. People are more active today
in terms of participation in elections despite thet that attempts to influence the results

through both legal and illegal means are commorsgket al., 2006).
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Mass media is by far the most important means higlwpeople access information. Of
the three main types of mass media, radio contitmé® the most accessible, followed
by newspapers and then television (HakiElimu & REDEO006). A radio is the most
commonly owned item within households, most likélye to its affordability, portability
and low maintenance costs. Currently, internet m@yimited in access, affordability
and utility, but it is gaining in influence. Infoation via the internet travels faster,
especially with the current wave of providing imet services through mobile phones

and short message services (SMS).

2.6.2 School Autonomy

School autonomy is a form of school managementhithvschools are given decision-
making authority over their operations (Arcia ef 4011). Some authors have suggested
using “de facto” autonomy as opposed to “de jurgbaomy as the relevant measure of
autonomy. While “de jure” autonomy refers to whettie school has been appointed as
autonomous or not, “de facto” autonomy is relatethe level of autonomy the school is
actually enjoying or exercising as measured by rihenber (or the percentage) of

decisions the school makes (Manara & mwombela 2012)

Public primary schools in Tanzania derive theiroaoimy from their local councils.
Thus, current school autonomy in Tanzania shouldvibered in the context of the
Decentralisation-by-Devolution Policy of 1998. Schautonomy includes freedom to
determine own school needs, set priorities and &isdgn the basis of the total resource
envelope available at school level including sultrems from the government (Mushi,
2006).

There two sets of indicators for school autonomme for authority over the use of the
school budget (school decision-making power) anithaity to seek additional funds

from non-government sources (share of school ownceaevenues).
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2.6.2.1 School Decision-Making Power

The progression in school autonomy in the last tdecades has led to the
conceptualisation of school-based management asna df decentralisation in which
the school is in charge of most managerial decsshart with the participation of parents
through school committees (Manara and Mwombela R0%2hool autonomy fosters
governance by making the school committee in chafgehool management (Arcia et
al., 2011).

Although the capitation grant programme has in@éaschool autonomy, the role of
local governments at district, ward and villageelsvin the delivery of primary
education remained unclear. Interference by theribisPrimary Education Office
(DPEO), Ward Education Coordinators (WECs) anchgd#l government officials have
been creating tensions among the school commitezabars and teachers. The school
committee is the lynchpin of the success of thatsgry at the community level (Manare

& Mwombela 2012) but members do not have full maedm school management.

2.6.2.2 Share of Own Source Revenues

Public schools are fiscally decentralised if theg allowed to mobilise own resources
for school operations and development expenditfeskeland & Filmer, 2002).
Innovative local sources of education developmaranice can easily be tapped where
there are effective community-based school comastteunning the relevant school
(Lwaitama, 2004). In Tanzania, there are two saiafeown school revenues, namely
donations from the private sector and non-govertabeorganisations (NGOs) and

contributions from parents and the wider community.

Government primary schools also generate own regefom gardening, selling tree
seedlings, small restaurants and milling machi@ber schools, especially those in
urban centres, rent out their premises and chdrgeetwho operate petty businesses

within their compounds.
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2.7 Ways to Achieve Successful Value for Money
2.7.1 To eradicate waste in benefits services prases and systems

Value for Money (VFM) can be achieved by eradiaatimaste in benefits services
processes and systems. The “critical success faooa public sector organization is
the degree to which it fulfils its set objectivasdamission in terms of being efficient,
effective, and economical. The Internal controlteys are keys in achieving the
organizational set mission and objectives; hendaé/for Money.

2.7.2 Local Governments control over the use of rearces

The main approach to VFM is the LG’s control oviee use of resources in order to
achieve its set objectives, LGIAM (2007). Regulati€a06 of the LGFAR (2007)
requires the Head of Internal Audit to carry ougular review to ascertain whether
council receives VFM in all its activities. Heads[@epartment should establish sound
arrangements for planning, appraising, authorizarg controlling operations in order
to achieve Value for \money LGFAR (2007). Davie8(2) holds that the public sector
applies no consistency in defining Value for morf¢¥M) and the decision making
strategies of LGs are poorly defined and applieegularly hence LGs are able to
exploit the definition of VFM to justify their acins.

However, many authors hold that Value for moneg term used to assess whether or
not an organization has obtained the maximum befrefin the goods and services it
acquires and/ or provides, within the resourceglahe to it. Value for Money is not
paying more for a good or service than its qualit@vailability justifies as well public
spending implies a concern with economy (cost mmetion), efficiency (output
maximization) and effectiveness(full attainmenttloé intended results) (Glendenning
1998; Davies 2007; Deakin 1998 and LGIAM, 2007).
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The most effective way to improve Value for Money by reducing the level of
irregularity and fraud through improvements in tBevernment’s system of internal
financial control (Kaplan, 2009; LGFAR 200).

During the process, communication needs to be eddinat their resources are being
used efficiently and effectively in providing thigit service at the least cost. However,
Kerr (2005) observed that the will to provide Vafoe Money in Government spending
is weak because accountability to taxpayers an@ubéc is generally weak.

According to Heald (2003) VFM analysis needed tp @tention to total risk and VFM
is related to concept of efficiency and effectiveneliju and Ogded (2009) hold that
despite a long period of implementing performanggnagement within the public
sector improvement in performance , accountgbiliansparency, quality of services

and Value for Money have not yet been achieved.

2.8 Empirical Literature Review

This part reviewed the study done by other autloorsesearchers relating to internal

controls and the capitation grant.

Yustaria (2010) conducted a research to find the ob internal controls in financial

institution. The research was titled “the emergiolg of internal control practice on the
security of assets in small financial lending ingion in Tanzania”. From this research
the findings revealed that, internal control was mhere instrument through which most
of small financial lending institution was capabtd scrutinising all financial

performances relating to the level of lending. Timeling shows that internal controls
helps the reliability of financial reporting andteetion of errors as a result minimise

risks which occurred with regard to financial #tion.

In addition Shaban (2011) focused on determinimgitpact of internal control on the
financial performance of Financial-Based Institnidn Tanzania; the case of National

Microfinance Bank (NMB), head office, Ilala, Dar 8alaam found that there was a big
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impact derived from the application of internal tohon the financial performance of

financial-based institutions in Tanzania. The fgd further shows that with the

presence and application of internal control, ewaspect relating to banking operation
including; transactions which were to be recorded & turn could be evaluated,

Internal controls influences everyone in the bamlkatlhere to the keeping record of
every asset used; none of the errors, fraud, asdppropriation could be deliberately
undertaken.

According to John (2011) who studied the relatigmdbetween internal control and

organizational performance of Limited Industriesiding’'s shows that there is a

significant positive relationship between intereahtrol system and management of a

limited companies.

Moreover, Makubi (2012), studied the impact of finl internal control on financial
performance in Religious-Based Organizations (RB@® study found that Financial
Internal Control plays a significant role espegati preventing the occurrence of fraud,
and likewise may impact financial performance btedeéng various aspects involved in
financial performance. The finding also shows thi@miancial Internal Controls may be
used as a tool which can reveal all necessity @izdunelated matters such as fraud, cost

and expenses.

Ritva and Svensson (2005) did a research titlegjHtitng Corruption To Improve
Schooling: Evidence From A Newspaper Campaign Ilraniidg” with the question
“What is the most effective way to increase primacjool enrolment?” A newspaper
campaign in Uganda aimed at reducing capture ofig@nds by providing schools
(parents) with information to monitor local offitsahandling of a large education grant
program. The findings in this research shows thath bkenrolment and test scores
increased significantly more in schools in areath \wigher newspaper penetration, and

thus in schools with more funds.
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The findings further shows that since schools wkes to spend their grants on
whatever nonwage items they needed, be it texth@ok®ol meals, school uniforms, or

flipcharts, the indirectly enhancement learningivétaés should be addressed by the

policy.

However, Manara and Mwombela (2012) in their rededitled “The Governance of the
Capitation Grant in Primary Education in Tanzahiy Civic Engagement and School
Autonomy Matter” finding shows that the level ofpd@ation grant governance in
schools in average-spending councils (Morogoro M@ londoa DC) is higher than in
high-spending councils (Singida MC and Mvomero D&y low-spending councils
(Songea MC and Mbeya DC). This suggests that isorggublic expenditures is not a
panacea for solving quality problems currently heagnthe primary education sub-
sector in Tanzania. Improving governance of disbadirfunds at the school level is
equally important. The evidence across case clsuhas shown that frequent cuts and
chronic delays of capitation disbursements arequastpart of the story. More often than
not, the untold story is how school committees adldool administrations manage the

funds that do reach the schools.

This study found that demand-side factors mattestnior the governance of the
capitation grant in schools. In particular, paremnitoring of school revenues and
expenditures can play a critical role in improvihg governance of the capitation grant

in schools.

Noncompliance to the Internal Controls is one ef tmajor hindrances to the attainment
of VFM in LGAs as addressed by most authors, wsjtand academic researchers. From
the side of empirical studies, a lot has been doragldress the role of internal control in
financial performance, and its impact on the ségwf assets in organisations different
from LGAs. Whereas, there is little and perhapshimgt of attention was addressed
about internal control in relation to capitatioragts in government primary schools in

Tanzania.
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Most of them had shown interest in areas likesrimal audits and financial performance
in financial institutions and RBOs. Weak, non- cdiance, non — existent or absent
public financial management functions (Internah@ol Systems) are likely to negate
any advantages that might be inherent in bringmgpblic services “closer” to people
(Value for money). In contrast, those studies ndette establish the relationship
between the Internal Control Systems and Valud/imney in LGAS in Tanzania.
Therefore, it can be concluded from the literatina there is an urgent need to analyse
the effectiveness of internal control system in agang education capitation grants in

LGAs in Tanzania particularly.

2.9 Conceptual Framework

In presenting the conceptual framework for the wtutlis section bases much on
providing assumptions based on the objectives tachéeved by the study in hand. That
is to say; most of the assumptions laid down is tontext are in parallel with the

assumption portrayed from the objective as well.

This study is based on two variables the dependamble which is value for money
and the independent variables collectively integmadtrols. The dependent variable will
be measured by three elements namely the efficjetioy effectiveness and the
economy. The independent variable comprise of prt&xe controls (control
environment and control activities) and the detectiontrols namely risk management,
information and communication and monitoring. Inmsoary the conceptual is

summarised below in figure 2.1;

25



Figure 2.1: Conceptual framework

Internal Control Value for Money
* Risk assessment e Cost Vs Quality
e Information and « Cost Vs Goals

communication
*  Monitoring .‘
e Control of

Activity

Source:Researcher’s (2014)

The model above explains the relationship amorgsvariable under study; it explains
Internal Control System as the Independent varialiide Value for Money as the
dependent variable. According to the Figure 2.1vabanternal control performance
may influence accurate distribution of grants tblfpuschools by MMC, the detection of
resource performance and use, and may influencepiteention of errors to occur

during the financial performance.

That means, internal control promotes effective ag@ment of resources while
stressing the values of economy, efficiency anceotiffeness (Value for Money)
Control. Environment, control Activities, Risk Assment, Information and
Communication and Monitoring are a necessary t@ hie¢ performance of internal
control to be in place and in turn help LGAs achiesffective value for money of

capitation grant to public schools under their suigéeon.

Internal Control are viewed in terms of construtite influential positions like; role,
impact, influence — as well as its relative aciigtsuch as; risk assessment, information
and communication and monitoring. While, Value Kboney is understood based on its

position as; being dependent variable which mayltrés Efficiency and Effectiveness.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.0 Introduction

This chapter presents the procedures that wereogeglin the study. The chapter
therefore, presents the methodology deployed irsthey by specifying the study area,
research design, study population, sampling sizé sampling Techniques, data

collection methods and data analysis.

3.1 Study Area

The study area in which the study was carried suMorogoro Municipal Council
(MMC). The said council is located in the regionMbrogoro, Tanzania. In that area,
the study collected data from all public primanhaaols which are supervised by the
MMC. The area covers about 195 kilometres to thestWwé Dar es Salaam and is
situated in the lower slopes of the Uluguru MoumgaiThe Municipality has total area of
531 square  kilometres and is divided into nineteeards (Morogoro Municipal
Council, (MMC), 2008). According to Hilfswerét al’, (2013) the MMC has sixty two
government primary schools.

The researcher is a member of the society at MMChanis interested in seeing whether
there is effective ICS on capitation grant thagrianted to Government primary schools

in achieving Value for Money (VFM).

3.2 Research Design

The study employed survey design. The survey stledygn is selected based on the
researchable reasons that is; it focuses more atergtical areas or organisation.
Therefore, it is important to note that survey gtdésign can permit the use of variety

of data collection methods to be deployed dutitegwhole conduct of the study.
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The focus is that, this type of research desigmjptyd the researcher to explore and
analyse information over the life of a single umihich is Morogoro Municipal Council
(Birkinshaw, 2004; and Welch, 1998)

3.3 Study Population

The target population for this study included &l government primary schools under
the supervision of MMC and 281MMC staff includingteérnal auditors, Statistical
Logistic Officers, Accountants and politician. Timeinicipal have around 1120 primary
school teachers. (Municipal quarterly report 2014)

3.4 Sample Size and Sampling Technique
Sample is a small or selected group used to remretbe whole population. The

following are the Sample Size and Sampling techmigmployed:-

3.4.1 Sample Size

The study employed sample size of 150 respondesisieby, politicians and a cluster
of 30 government primary schools were selected faooh each school 4 teachers
selected through convenience sampling techniqusy 80 staffs from the MMC
including internal auditors, accountants and Sie#is and Logistic Officers were
selected basing on purposive sampling. From theseples the key informants are
Statistical and Logistic Officers, Auditors and Acatants. The sample composition is
presented in Table 3.1.
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Table 3.1:  Selection of Sample Size

120 respondents from

1120 30 primary schools Convenience method
8 6 Purposive sampling
16 7 Purposive sampling
2 2 Purposive sampling

Convenience method

Source; Researcher’s (2014)

3.4.2 Sampling Techniques

According to Stascht al, (1985) the procedure of selecting a sample fostualy is an
important step in any research project since riawigly practical, efficient, and costly, to
study the whole population. The researcher thesefemployed purposive and

convenience sampling techniques.

3.4.2.1 Purposive Sampling Technique

The researcher employed purposive sampling in efethe key respondents, namely
Statistical and Logistic Officers, Accountants aadlitors who are the custodians of the
internal control system, education department, nibea department and planning
department as they involve on the study by ensuiieginternal control or affect the
capitation grant fund directly. This sample proddgpecial information regarding the
practice of internal Control in achieving VFM ofamits provided to primary schools

under supervision.
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3.4.2.2 Convenience Sampling Technique

This technique employed whereby teachers and galis were selected based on their
availability. Therefore the cluster of schools westected i.e. 30 primary schools was
chosen randomly then from each primary school dhteis were selected one being the
head teacher. Furthermore the study employed #uisntque to politicians i.e. ward
representatives because they are located in vapgtaees of which it is not easy for
study to reach them all, however selection processinued until the sample size was
obtained. The selection was determined by aspéatssklf-selection, administrative

decision, time of the class, and number of thesg/edexposure (Muijis, 2004).

3.5 Data Collection Methods

These are ways used to extract information. Thénoust employed by this study were
observations, documentary and questionnaires. €kearcher has considered these
methods as appropriately to enable gatheringratzand enough information.

Primary data were collected through questionnact iaterview. Secondary data were

gathered from documentary review.

3.5.1 Questionnaire Method

This study used questionnaires as one of the methafd data collection. The
guestionnaires were administered to the MMC stéffsernal auditors, accountants,
SLOs and Politician), primary school teachers andmimers of primary schools
management committee. The method of administeriregstipnnaires helped this study
to have the intended numbers of the respondentn Atiministering reduced some
ambiguities of understanding some of the word(s)tliem questionnaires where by
clarifications were provided. The information exiget from this method involved in
answering the methods of internal control availabid its roles and more specifically,

guestionnaire was employed by this study in gatigedata, which determined the
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impact of internal control activities in achievind~M. Also, through it, suggestions

about ways to be adopted by MMC to achieve effeci#M was provided.

3.5.2 Interview Method

Interview was conducted to the top management ef dbuncil which include the
municipal accountant and the municipal executivieceff using interview guide. Also
the interview was conducted to some members oh@eaommittee. During the process
of interview, some structured questions were asked the study took note on the
answers provided. Respondents were given almdsilfatty to express themselves on

matter, which was used to support the smooth aemewnt of the study in hand.

However, it should be remembered that; during ghiscess, researcher gave leading
guestions observing non-verbal actions and meaewfgtording the responses for

further analytical and conclusion steps.

Interview process was performed in such a way ithebllects data that assessed the
influence of internal control in helping MMC diditite all capitation grants to all

schools under their supervision as well as theyevadlocated by the central government.

3.5.3 Documentary Review

Documentary review is the kind of data collectiecthnique which was used in
collecting secondary data. In this study specifycalocumentary review was utilized
simply to collect the trend of capitation grant five years from 2009 to 2013. In view
of this study, this was done by reviewing finan@tdtements and different annual and
guarterly reports at MMC.
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3.6 Data Analysis methods

Data collected were divided into two categoriesaligative data and quantitative data.
To analyse these data the study used tabular wanalfysing data, percentage and

descriptive ways.

3.6.1 Qualitative Data Analysis

The data were analysed in a descriptive way byirejithe common responses also the
software were used in analysing these kinds of. dgte study analyzes the raw data
obtained from the interview by recording the ansaarthe respondents and read other
MMC reports relating Capitation Grants. The findindrom respondents were
interpreted in comparison with our objective togethwith factual and logical

interpretation of the study findings.

3.6.2 Quantitative Data Analysis

Data were collected, coded and were analysed. Giastigative analysis was conducted
to enable the researcher to summarize the colletdtaand organize in a way that the
researcher was able to answer the research quesiibe use of different tools like
Tables, frequencies, percentages were utilized etlyerdata were quantified and

analysed, also in some areas further analysis waducted.

3.7 Ethical Consideration

All important norms for collecting data from thelfi are available and should always be
respected in the whole course. That is to says#i@ process was amongst the topmost
attentions that were put into consideration by rémsearcher during the entire process.
The researcher obeyed ethical norms. Based osttitssment, the researcher was given

a written recommendation from the academic authaitMzumbe University, which
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was presented to the concerned offices for approvebllect all necessary information
from the intended field. The researcher ensured reipondents that whatever
information given by them were treated and guanditld a high sense of confidentiality

and no any piece of it was taken out of concealment
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CHAPTER FOUR

FINDINGS AND DISCUSSION

4.0 Introduction

This Chapter presents and interprets the daltected and analysed in Chapter
three. The presentation is guided by the objectiwéise study.

4.1 Socio-economic characteristics of respondents

In this stage, the study first, studied about déife¢ characteristics of respondents. In this
regards, the study was aiming at findings differgy@neral information of the
respondents pertaining to various elements liked@enEducation, Age, Designation
and work experiences. The main aim of findingsis particular information was based
on the idea that general information would necdgsaelp the study in knowing
whether different considerations such as Gendemlboal non discrimination in terms of
age. Also this information was so useful as it ddwlp the study understands the extent
to which the studied respondents were very mucbriméd, acquainted and even
knowledgeable concerning the whole matter relatiogmanagement of education

Capitation Grants.
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Table 4.1 Socio-economic characteristics of respoents

Characteristics Frequency Percent

Male 86 57
Female 64 43

Form four 5 3
Certificates 91 61
Diploma 25 17
Degree 23 15
Masters 4 3
Others

18-35 (Youth age)

36-55 (Adult Age) 84 56
55+ (Old age) 16 11
Accountants

Auditors

Statistical and Logistic Officers 2 1
Politicians 15 10
Teachers 120 80

Less than 5 years 55 38
6-10 years 33 21
11-20 years 51 34
21-30 years 10 6
above 30 years 1

Source: Survey Data (2014).
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4.1.1 Gender of respondents

Table 4.1 above shows that out of 150 responderate were 86 which is equivalent to
57% and female were 64 which is equivalent to 48bis shows that the findings were
from both male and female respondents and the gesetesitivity were considered,;
though male were the majority with 57% of all trespondents. Therefore Morogoro

Municipal Council put equal employment opporturidyboth males and females.

4.1.2 Level of Education of the respondents

Level of Education of the respondents was greatlgful as to whether through it,
particular analysis would be found and certify thgtent to which the studied
respondents were educated, something, which coestdgwas useful to determine the
extent to which they had useful, valid, and evdralb& information about topic under

concern.

Table 4.1 above shows the education level of tspardents, 5 respondents were the
form four leavers which is equivalent to 3%, 91pmsdents were having certificates
which is equivalent to 61%, 25 respondents werenigagiiploma which is equivalent to
17%, 23 respondents were having bachelor degreéshw equivalent to 15%, 4
respondents were having masters degree which isadeuot to 3% and other level of
education was 1 respondent which constitute of TB&. information justifies that most
of the respondents were the qualified personneheair carrier, so this provides the
researcher with high level of reliability of thadings.

4.1.3 Age of the respondents
Table 4.1 above shows that (50)33% of the respdadeere the youth, (84) 56% of the
respondents were the adults and (16) 11% of thmneents were the old age people.

The data implies that most of the respondents #eradults of the age between 36 to
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55 years and there MMC is responsive in employillg generations without

discrimination of none of them

4.1.4 Designation of the respondents

Table 4.1 above shows different designation of tégpondents in MMC whereby
among 150 respondents, accountants were 7 whietjuivalent to 5%, auditors were 6
which is equivalent to 4%, Statistical and LogisDéficers (SLO) were 2 which is
equivalent to 1%, politician were 15, which is e@lent to 10% and Teachers were 120

which is equivalent to 80%.

The information presented above revealed that itidinigs came from teachers in a
large percentage. This is due to the reason thahéss are the one who receive and
implements all matter concerning with the educatiapitation grants and their expected
outcome. The other groups were presented as shboweas part of those who links
between the government who are the providers ot#piation grants and the teachers

who are the main implementers.

4.1.5 Working experience of the respondents

Table 4.1 above presents the experiences of tipomdsents in the work in terms of
years. This shows that, the respondents of theingikxperience of below 5 years were
38%, 6-10 years were 21%, 11-20 years were 349802lears wer€% and above 30
years of the working experience were 1%.

These findings revealed that the findings come fritw® experienced workers who
actually have the understanding of the capitatianty and its management to enable
the expected results be achieved since justifieth Wie data since only 38% of the

respondents are below 5 years of working experience
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4.2 Types of internal control existing in MMC

In Morogoro Municipal Council use different typeiiaternal control in controlling the

capitation grants in primary schools basing on dgh&leline for the use of capitation
grants for primary schools as it was provided PMAL-B. These control are as shown

below;

4.2.1 Budgetary control

Findings show that budgetary control is one amdregg dontrol system on capitation
grant in MMC. The budgetary control is done by takithe numbers of pupils in
primary schools that helps to consolidate the skcbapitation grants (CG) budget. The
consolidated budget is submitted to RAS for contipifa and onward transmitted to
PMO-RALG and MOEVT to initiate disbursement of tifiend to the councils by

Ministry of Finance and Economic Affairs

Moreover, the study had strived to generate furtimetings by which it could be
precisely explain the way budgetary control is aghtime control systems commonly
used on capitation grant at MMC. In fact, during fhrocess, respondents were studied
through interview in which they asked to give m@édences concerning the way
budgetary control is one of the control systemsiuse controlling capitation grants at
MMC. Therefore, several opinions were raised bypoeslents but some of them tended

to be common as are presented in the followingyarra

... Budgetary control is one of the common control esyst used not only by
MMC rather by almost any government agency in adinig the capitation

grants accorded to them. For the case of publienary schools operating in
MMC used in this study, budgetary control is cohtigstem often performed by
mainly involving the number of students in primachools as the mere way to
help consolidate the school capitation grant bud¢reiother words, this process

involves making control over the budget linked tty anoney granted by the
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government for teaching materials, and learning enats for students enrolled

in government schools. Survey data, (2014).

In reality, findings presented in terms of citatianove have yielded the same evidence
as found in the preceding information. Based onfith@ings collected on the basis of
interview and presented above, the study had #aiablished that the budgetary control
in the kind of control system commonly applied ooly in MMC rather almost all
government agencies when making control over tipgateéon grants accorded to them.
More specifically, budgetary control is control ®m often performed at MMC by
mainly involving the number of students in primaghools as the mere way to help

consolidate the school capitation grant budget.

4.2.2 Expenditure Control

According to the findings, MMC performs the expduodk control by making sure that
the fund is disbursed timely to every school’s ardawvith clearly directives depends on
the available budget. Also MMC supervise the immatation of capitation of

Capitation Grants (CG) guidelines at the schoatllev

In order to ascertain the accurateness of the abodengs, the study had employed
interview in which respondents were asked to pm@wvitbre details and description on
how the expenditures are controlled in their arehsvorks specifically in primary

schools. This element was very useful for this wtad its findings have helped in
describing the whole process used in making cowtrexpenditure performed in there.
Thus, when giving responses, respondents were r@ugopinions, but most of them
were more common than other and are summarisedpesented in the following

manner.

... The expenditure control for the case of primaryosds in MMC is performed
by checking whether the allocated grants were coresliaccording to budget
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allocation with reference to time and specific amioaccorded to every school.
But also, expenditure control is carried often,assure the grants (funds) are
allocated and disbursed on time to every concerseldool’'s account and
whether all what needed to be covered in the bisdgetre done accordingly.
This process helps maintain adequate budget useaaeduate follow up of
procedures in budgetary use Source: Survey data, (2014).

Based on the findings presented above, it was fdbat the process of expenditure
control in performed by making sure all the allechtunds are given to every concerned
school by putting them in school respective accoimnsimple and clear terms, findings
presented above had elucidated that the expenddmméol involves checking out
whether the budget was performed according to thag vwas allocated and that all

expenditures conform with the stipulation of budgsith respective fund in it.

4.2.3 Report writing

The study’s findings show that, MMC ensures thdtosts prepare quarterly report
which shows income and expenditure of CG funds wlaice audited. These school’s
quarterly reports are compiled and submitted to RAS compilation and onward

transmission to MOEVT and PMO-RALG.

4.2.4 Communication

Then findings depict that, MMC ensures public disdre and transparent for the
amount of capitation grants received and expendedirecting the schools to present

these reports on the school board and school cortynun
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4.3 Presence of internal control of capitation grats in Morogoro Municipal
Councll

Table 4.2 — 4.4 presents internal control systentagiitation grants in MMC, these
includes; to check if capitation grants is receitt@dugh Banks, to check if the payments
of money related to capitation grants is done thhobanks and to examine if there is

bank reconciliation statement done every montthercapitation grants.

4.2.1 Receiving of capitation grants through Banks

In this context, the study focused on how well tamwn grants are managed. Before CG
issued to the school level the study interestezbtdirm on the model of payments so as

to analyse the controls available, Table 4.2 bgloegented the findings as follow:

Table 4.2 Receiving of capitation grants through Baks

Response
Frequency Percent

Available 150 100.4G

Source: Survey Data (2014)

Table 4.2 shows that all 150 respondents equivabeb00% agree that they receive the
capitation grant through Banks and therefore césiwa the model of issuing CG from
Morogoro Municipal Council to a schools level islingafeguarded this implies that

transactions for bank gives a good audit trail.

In similar vein, the study had strived to find ma@dences about the way in which
capitation grants are received by primary schaol8IMC. This was so searched based
on the fact that in the preceding findings, it visnd that most of grants accorded to

government agencies, especially to primary schaots given to them through
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depositing into every school’'s bank account. Treesfthe interest in this stance was to
ascertain the way public primary schools receivartieapitations as granted by the
government. However, results gathered on the lmdsiBis concern have revealed out

the following information.

... All the capitation grants are always received thghuour bank accounts.
They are allocated by the government and in tueytbet delivered to every
school's bank account. This is the common and st@hevay through which
most of public primary schools in MMC receive theapitation grants. After
receiving the capitation grant, normally, MorogoMunicipal Council often

provides direction about the controls and the maafaksuing capitation grants
to each respective school — whereby, from this dbetrol process is well
performed and adequate use of CG is well assuredl @&bove all, all the

expenditures and uses of CG are recorded by baoksyhich in turn all

transactions are carried in a respective bank whithurn give and direct audit

details in most precise manner Source: Survey data, (2014).

Findings collected on through interview and presérih terms of citation above have
revealed out that the only way through which priynachools in MMC receive their
capitation grants is the respective bank accouns Was so mentioned based on the fact
that majority of all interviewed respondents hageeatained the exactness of this fact.
In similar words, findings presented above haveidated that the fact of receiving
capitation grant through bank account facilitate gerformance of audit control since
all transactions carried over there can be screthi recorded, and in turn there is

adequate budget use.
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4.2.2 Payments for school facilities and servicesndered using bank accounts

All government primary schools opened current antan Capitation Grant as per
PEDP guidelines requirement. The study focuses odality to which payments are
done to different suppliers in terms of acquiriegahing facilities and services.Table 4.4

below presented the findings as follow:

Table 4.3: Payments for school facilities and seres rendered using bank accounts

Response Frequency Percent
Available 40 26.7
Not available 110 73.3
Total 150 100.G

Source: Survey Data (2014)

Table 4.3 shows the results that 40 respondentwadgnt to 26.7% agreed that the
payment of the money related to capitation grastdadne through banks. While 110
equivalents to 73.3% respondents said that the palyrelated to capitation grant is not
done through Banks. Therefore the findings revedlsd most of the payments of
facilities and services that related to capitatjpant are not done through banks. This
implies that audit trail can easily be lost if sowfethe transactions are done on cash

bases.

Having found the above findings, the study wasredted to know the way bank
transaction can facilitate the running of interaadlit and ensure the adequate use of any
capitation grant accorded to schools. This inforomatvas considered to be very useful
in the sense that the study assumed that bankat@mss are always carried in a
systematic way and every aspect involved in therstrba recorded accordingly to the

extent it is easy to carry any audit activity. Téfere, in order to find the logic about this
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matter, respondents were studied by interview ircvithey were asked to explain, the
way receiving capitation grants through bank act@am facilitate the performance of
internal audit. Their responses were collected arel summarised in the following

manner.

. Receiving capitation grants through bank accountvésy important and
above all it assures the security of fund usageis Tl because, every
transactional activity performed through bank mbstrecorded and in turn it
will be clear to make any evaluation in precise meam Based on this
understanding, it therefore, very easy for anynma audit to carry it auditing
activities with consistency and precision. But atbwough this phenomenon, the
internal audit will be afforded easiness of cariyiaudit activities and every step
and activity involved when either procuring, or plypng particular item will be
clearly scrutinised. So, the use of bank accoumnteteive capitation grants is
very useful to both internal auditors as well agptamary schools as it assures
the security of grants (funds) use and facilitatee undertaking of audit

activities... Source: Survey data, (2014).

Findings gathered from interview and presente@ims of citation above have revealed
out that the fact of receiving capitation grantotiyh bank is of great importance and
should be seen as the most secure way for keepicigusing fund. So, based on the
same findings, this study has established thatptexeof capitation grants by primary

schools facilitate both the adequate use of funggprmary schools as well as the

internal audit practice. The reason stated fromfith@ings above was that, bank have
huge stance of security for grants and facilitéesrunning of internal audit since every
transactions carried over there within a budgetdifcle must be easily scrutinised as the
result of having been recorded. Due to this findjntpis study urges all government
primary schools to place priority on opening acdowith required bank so that to

increase the security of funds and their budgegeisa
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4.2.5 Monthly Bank reconciliation statement on cajation grants

Bank reconciliation is one of the control tool onamaging funds movement i.e.

Capitation Grant in this aspect. Cash book recatshe school level need to be
reconciled with bank balances so as to have aecliatk balance. At least if monthly

bank reconciliation done then few risks like ovafticharges can be avoided since all
checks in transit can be identified. Table 4.4 Wwghoesented the findings as follow:

Table 4.4: Monthly Bank reconciliation statement o capitation grants

Responses Frequency Percent
Available 99 66.0
Not available 51 34.0
Total 150 100.0

Source: Survey Data (2014)

Table 4.4 shows that 99 respondents equivalent6tf% agreed that there is bank
reconciliation. While 51 respondents’ equivalent84.0% respondents said that there is
no bank reconciliation. Therefore the findings eded that most of the primary school
is performing the bank reconciliation in every nfoonh the money related to capitation
grant. Generally the findings give the reasonsoickude that in MMC there is internal
control system on capitation grants in primary sthothough some of the payments are
not done through banks.

These results shows that MMC has seen the impatahanternal control system as
argued by Storkey (2011) that, Internal controltesysis considered as a management
tool that serves as a means to achieve performareterofitability targets, and prevents
loss of resources of LGA as managing financial fiskvery important to modern
organisations.
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4.4 Effectiveness of the internal control systenspecially on in capitation grants
for primary schools

The contribution of internal audit to enhance progstribution of capitation grants,

receiving capitation grant through banks to enhgmmper distribution of capitation

grant, payments through bank to enhance properotis@pitation grants and banks
reconciliation statement monthly to enhance progerof capitation grants.

Also the indicators on the effectiveness of inércontrol system in capitation grants
were considered; these includes the enrolment ohgoy school pupils, Quality

improvement of teaching materials and educationdstads, availability of teaching

materials and adherences to procurement and fialanegjulations.

4.4.1 The contribution of internal audit to enhance proper distribution of

capitation grants

Internal Audit is one of the key components in th&ernal control system of any
organizations. In this stance, the study wantefthtbwhether the integration of internal
audit has or not helped MMC in improving propertualition of capitation grants.
Respondents were studied through a query from igmestire process which was
exactly requiring them to state ‘very well, welbtrsure, bad or worse’ if internal audit
contributes in proper distribution of capitatioragr

Respondents were largely accredited and even beligv possess intense information
and knowledge pertaining to the whole practice i internal audit as well as its

interventional actionslable 4.5 below presented the findings as follow:
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Table 4.5: The contribution of internal audit to enhance proper distribution of
capitation grants

Responses Frequency Percent
Very well 30 20.0
Well 101 67.3
Not sure 9 6.0
Bad 5 3.3
worse 5 3.3
Total 150 100.4

Source: Survey Data (2014)

Table 4.5 shows that 30 respondents equivalentOf6 Pesponded “very well”, 101

respondents equivalent to 67.3% responded “wellggQivalent to 6.0% respondents
responded “Not sure”, 5 respondents equivalent .8%03responded “Bad” and 5

respondents equivalent to 3.3% responded “Worsethenstatement that how internal
audit enhance proper distribution of capitatiomgga

The findings justifies that majority of the respents agreed that the internal audit
enhance proper distribution of capitation grantgugh not at a maximum scale of

agreement as stated in the statement.

The study had further searched for other similadences on whether the application of
internal audit has been yielding a positive comntiitn in assuring there is appropriate
distribution of capitation grant to every respeetschool. The assumption in this regard
was that, the study wanted to find whether theafiseternal audit has helped the MMC
to get rid of any misconduct relating to distrilsutiof capitation grants. In other simple
words, the study wanted to know whether the apipdinaof internal audit should always
be seen as the mere instrument by which the adedisttibution of capitation grants is

apparent.
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In this respect, respondents were asked to exghairway internal audit contribute in
assuring there is effective distribution of capaat grants — whose findings are

summarised and presented in the following manner.

... The application of internal audit is a very vitaistrument and should be
regarded as the most powerful tool that assuresetingtable distribution of capitation
grants to any concerned primary school in the ceintd MMC. The reason is that
internal audit helps in preventing, detecting, aeaken controlling or monitoring any
activity involved in the budget performance. As ¢basequence, it is very difficult for
MMC to make the distribution of grants in an ungutedle manner, since every step in
this process must be known through the performafcaternal audit. But also, the
central essence of internal audit is geared towasddeviating and avoiding any
misconducts relating to fund usage along the budlfgetycle. So, it is in this manner
the how internal audit contribute on adequate dttion of grants to all coerend

primary schools in MMC.. Source: Survey data, (2014).

Based on the findings presented above, this stadlyfound that the contribution of
internal audit on effective and adequate distrdoutof capitation grants is seen in terms
of the role it plays in avoiding, alleviating, addtecting any mistakes that might occur
during the budget life cycle. But also, it is vatifficult to make misconduct on fund
usage in the presence of internal audit — since rarsgonduct of that kind can be
detected in most clear manner. Therefore, basetherfindings presented above, this
study has established that the integration of maleaudit has helped MMC in improving

proper distribution of capitation grants.

4.4.2 Receiving capitation grant through banks tenhance proper distribution
In this stage, the study used this aspect as ontheofelement in assessing proper
distribution of capitation grant via banks. Sincapifation Grant are distributed based

on the numbers of pupils available at schools thenstudy believed that if this funds
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distributed via banks chances of frauds and enarald be reduced, however logic
about this aspect needed to be confirmed by regmedoy employ questionnaires
which was asking respondents to state ‘very web]lvand Not sure’ if receiving
capitation grants through banks enhance properildison of CG.Table 4.6 below

presented the findings as follow:

Table 4.6: Receiving capitation grant through bankgo enhance proper distribution

Responses Frequencyf Percent
Very well 137 91.3
Well 6 49
Not sure 7 41
Total 150 100.4

Source: Survey Data (2014)

Table 4.6 shows that out of 150 respondents, 13p@oralents equivalent to 91.3%
agreed that receiving capitation grant through baekhance proper distribution of
capitation grant, 6 respondents agreed by sayingll*wand only 7 respondents
equivalent to 4.7% said they are not sure. Theeetbe findings justifies that when

capitation grant is received through banks, it @abgroper distribution.
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4.4.3 Payments through bank to enhance proper ctrol and uses of capitation
grants

In this context, the study wanted simply to ascéert@hether payments through bank
enhance proper control and uses of Capitation GrBntanalyzing related party
transactions, payments is one of the indicator wisitow relationship of suppliers and
the schools in acquiring school facilities and g=% in ascertaining amounts paid and
the services/facilities obtained. In this regariie study wanted respondents to state
‘very well, well and Not Sure’ if payments of thiglu bank to enhance proper control

and uses of capitation grants. Table 4.7 beloweptesl the findings as follow:

Table 4.7: Payments through bank to enhance properontrol and uses of capitation

grants
Responses Frequency Percent
Very well 15 10.9
Well 93 62.0
Not sure 42 28.0
Total 150 100.d

Source: Survey Data (2014)

Table 4.7 shows that 15 respondents which is atpnt to 10% responded very well,
93 respondents which is equivalent to 62.0% respomeell and 42 respondents which
are equivalent to 28% responded that they areuret 8asing on the results presented,
it justify that the payments of the money relateccapitation grants through banks on

different services, enhance proper use of capitgjrants.
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4.4.4 Monthly Banks reconciliation statement enhare proper management of
capitation grants

Since the money related to capitation grants ieived through bank, then bank
reconciliation in monthly bases is very importai. check if bank reconciliation on the
capitation grants enhance proper management ofatapi grants or not, Table 4.8
below presented the findings as follow;

Table 4.8 Monthly Banks reconciliation statement ehance proper management of
capitation grants

Response Frequency Percent
Very well 99 66.0
Well 51 34.0
Total 150 100.4

Source: Survey Data (2014)

Table 4.8 shows that among 150 respondents, 9%ndspts who are equivalent to
66.0% agreed by responding very well that the backnciliation on capitation grants
enhance proper use of it. While 51 respondents avheequivalent to 34.0% agreed by
responding well. Therefore the findings shows th#ttere is bank reconciliation on the
money related to capitation grants every month esihance proper management of

these capitation grants.
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4.4.5 Enrolment of pupils in primary schools in MMC from 2011 to2014

To justify the effectiveness of internal control tre capitation grants to government
primary schools in MMC the enrolment of pupils fmur years consecutively were
observed as shown in Table 4.9 below

Table 4.9 Enrolment of pupils in primary schools inMMC from 2011 to 2014

Year Expected Total Registered Total Percent
Boys Girls Boys Girls

2011 2907 3099 6066 3036 3185 6221 102.5

2012 2856 3096 5952 2786 2960 5746 96.3

2013 2685 2863 5548 3367 3412 6779 122

2014 3056 3110 6166 3011 3259 6270 101.7

Source: Primary Education Department Report of M{dQ14).

Table 4.9 shows the number of pupils registeredjoin standard one at MMC
government primary schools since 2011 up to 20IélEent expected for 2014 was
6166 pupils out of which 3056 were boys, and 5628e girls but actually 6270 pupils
were enrolled where by 3011 boys and 3259 were.githis shows that abolition of

school fees and effective internal control of cafgiin grants gives a positive results.

4.4.5.1 Quality improvement of teaching materials rad education standards

Findings show that education quality improved inmary schools due to the capitation
grants provided. The quality improvement has bebserved in terms of teachers’
effectiveness and ensuring adequate availabilitgaafd quality learning and teaching
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materials. But according to this study the findisgsws that there is no quality facilities
that are obtained through the capitation grantst ahowed in item 4.8.2. Also the

findings obtained through interview show that malsthe teaching facilities are not of

the good quality in relation to the syllabus whiehds to ineffective teaching of most of
the teachers and it leads to number of standarehdeavers who does not know how to
read and write. This implies that the standard db@ication are not met, hence
ineffectiveness of internal control system in MM& énable proper use of capitation
grants in bringing expected education outcome.

4.4.5.2 Availability of teaching materials

The study revealed that capitation grants is veewasive for acquiring learning
materials including books in order to satisfy theed of the pupils. The findings from
the interview which was made revealed that theilgamaterials particularly the books
are not of the high quality as it is expected. Alke facilities are not satisfying the
needs of the pupils. Some MMC staff revealed thera high misuse of the primary
schools capitation grants in such a way that tl#é 40books as indicated by Mnari and
Mwombeki (2012) is not properly used. So this shdkes ineffectiveness of internal

control system in MMC on Capitation Grants.

4.4.5.3 Compliance to procurement regulations

The findings show that there is no compliance tocprement regulations as it was
argued that most of the fund related to CG is aad ghrough Banks as indicated in item
4.2.4 of this study which does not comply with gfrecurement regulations. Some of the
purchases are done without tendering notice ansketbb tendering notice purchases of
teaching materials and books are bought witholehg specifications required on the

tender documents.
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Table 4.10 Compliance to Procurement regulations

Response Frequency Percent
Rare 92 61.3
Not sure 22 14.7
Often 36 240
Total 150 100.d

Source: Survey Data (2014)

Findings presented in table 4.10 above show thatpbl150 respondents 92 equivalents
to 61.3% said rare, 22 equivalents to 14.7% satdsoce and 36 equivalent to 24.0%
said often on the truth of the statement that sipgndf capitation grants follows the
procurement regulation. These findings reveled thast of the spending of capitation
grants do not follows the procurement regulationBerefore non compliance with
tender policy implies ineffectiveness on procuremprocedures as supported by

findings presented in the above Table.

4.5 The roles of internal controls on capitation gant implemented by MMC

The study also wanted to search on the role ofrnatecontrol on capitation grants
implemented by MMC. The results have been presant@édble 4.11-4.12 below.

4.5.1 Internal control enhances proper preparatias of financial reports

The questionnaires for this item provided scalensieto be selected among strong
disagree, disagree, not sure, agree and strong.aghe respondent was required to
choose one among the given alternatives basingsheh level of agreement with the
statement that internal control enhances propepapagions of financial reports. The

findings were presented in Table 4.10 below.
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Table 4.11:  Internal control enhances proper prepeations of financial reports

Response
Frequency Percent
Not sure 17 11.3
Agree 20 13.3
Strong agree 113 75.3
Total 150 100.4G

Source: Survey Data (2014)

From Table 4.11 above, the results show that oul58f respondents, 17 who are
equivalent to 11.3% said they are not sure, 20 at@oequivalent to 13.3% said they
agree and 113 who are equivalent to 75.3% said gtvengly agree with the statement

thatinternal control enhances proper preparationsnainicial reports in MMC.

In similar stance, the study was interested to fiftether the application of internal
control played a role in influencing the prepamataf financial reports relating to the
usage of grants allocated to primary schools in MMQGChis respect, however, the study
intended to know whether the preparations of fimgneceports was effectively
undertaken as the consequence of applying inteowirol over the use of grants in
different government schools in MMC. In fact, tle@dldwing opinions are some of the
common responses given by respondents from theviewe question that asked them to
explain whether the application of internal contiak helped the appropriate preparation

of financial reports in their respective primarygols and how.

... The presence of internal control has been playingey significant role on
adequate preparations of financial reports in mpsary schools operating under the
control of MMC. In clear views, internal controlgyls role by influencing the adequate

use of grants allocated to them due to the reabkahwith internal control there is an
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aspect of adequate budget performance — the phemamaevhich in turn forces the
concerned staff to prepare financial reports that garallel with the way budget was
performed within a specific period of time. Thisame that it is easy for finance
professionals to get the insight about every stah item used relating to grants and in
turn they prepare financial reports that are adetgiand which provide clear details
about financial usage in most precise manneSource: Survey data, (2014).

Findings presented above have shown that the rfolaternal control on the proper
preparation of financial reports is apparent. Thpasentness of its role is because,
internal control influence the adequate and systiemige of capitation grants — then in
turn it becomes easy for financial reports to beppred adequately since there will few
misconducts occurred in there.

4.5.2 Enhancing availability of facilities and proger teaching in primary schools

Morogoro Municipal Council issuing Capitation Graot schools with directives for

acquiring teaching facility and administrative issu The study focuses on the
availability of teaching resources as an indicavbr proper utilization of CG on

achieving the expected results i.e. proper teachimdj facilities controls, In order to
have facts this variables, respondents were needsthte whether they ‘Disagree, Not
Sure, Agree, and Strong Agree’. The findings weesented in Table 4.10 below.
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Table 4.12:  Enhancing availability of facilities ad proper teaching in primary

schools
Response Frequency Percent
Disagree 24 16.0
Not sure 23 15.3
Agree 99 66.0
Strong agree 4 2.7
Total 150 100.d

Source: Survey Data (2014)

Table 4.12 above show that out of 150 respond@dtsespondents who are equivalent
to 16.0%, disagreed, 23 respondents who are eeguivéd 15.3% were not sure, 99
respondents who are equivalent to 66.0% agreedtardpondents who are equivalent
to 2.7% strongly agreed with the statement tharidl control on capitation grants in
MMC enhances availability of facilities to enharm®per teaching in primary schools.
This implies that the desired results for the aldé controls are met when MMC whole

system monitored.

4.5.3 Helping MMC to comply with the capitation gants regulations

In order to facilitate the implementation of CGe tkovernment provides funds to the
council and schools. All schools managed to opemnk keccounts namely capitation

account. With the assistance of the council, schoaolv do smoothly operation of their

accounts and this help to make proper bank traiosactThe Municipal council assists

in the overall control and use of school funds btharising cheques in order to ensure
that funds are used in accordance to stipulatedcties and subject to school

committees’ approval. As for the previous parts régpondents were required to show
their level of agreement with statement, and thsilte were presented in table 4.13
below
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Table 4.13:  Helping MMC to comply with the capitaton grants regulations

Response Frequency Percent
Not sure 20 13.3
Agree 125 83.3
Strong disagree 5 3.3
Total 150 100.d

Source: Survey Data (2014)

The findings from Table 4.13 show that out of 188§pondents 20 who are equivalent to
13.3%, said they are no sure, 125 who are equivateB3.3% agreed and 5 who are
equivalent to 3.3% strongly agreed with the statartigat internal control on capitation

grants helps MMC to comply with the capitation dsaregulations and hence proper

management of capitation grant.

4.6 Variable of value for money on CGs expendit@s

The study revealed that the success of CG speheidegree to which it attains its set
objectives by utilization of resources economicakyficiently and effectively. It is

further revealed that Value for Money is improvedrieducing costs and maintaining
the same level of output in terms of goods andisesvrendered. To assess Value for

money the following were observed:

4.6.1 Quality on goods and services for CGs expemuties

The questionnaires for this item provided scalengdo be selected among Rare, not
sure, and often. The respondent was required tosehone among the given alternatives

basing on his/her level of agreement with the statd that there is a quality on goods
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and services for every shilling of Capitation Grapént. The findings were presented in
Table 4.14 below.

Table 4.14:  Quality on goods and services for CGxpenditures

Response Frequency Percent
Rare 88 58.7
Not sure 24 16.0
Often 38 25.3
Total 150 100.d

Source: Survey Data (2014)

Table 4.14 above shows that out of 150 respond88tsvho are equivalent to 58.7%
said rare, 24 who are equivalent to 16.0% saidsooe and 38 who are equivalent to
25.3% said often, on the statement that spendinth@fcapitation grants is of high
qguality on goods and services. Basing on the nigjari the response, the findings
justify that the goods and services that are obththrough the capitation grant is not of

good quality.

Therefore, these findings provide a good sight towthe effectiveness of the internal
control in MMC, meaning that if the internal coriteystem is effective, then it would
have monitored all the spending of the capitaticants to provide quality goods and
services in relation to the fund spent. The intecatrol of MMC lacks of quality
assurance/ evaluation team which could be usedtoton and evaluating the standards

of material as per capitation grant guidelines.
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4.6.3 Cost in relation to quality of goods and séces

The Capitation Grant funds are directly channeteddhools, which could be used for
physical inputs by the schools discretion. The sast physical inputs like teaching

materials (e.g. chalks, books and pens) need @sbessed in relation to the quality of
output of teaching facilities and services. Thesfjeanaires for this item provided scale
items to be selected among rare, not sure, oftenvany often. The respondent was
required to choose one among the given alternalbi@ssg on his/her level of agreement
with the statement that there is a reasonabletodbe quality on goods and services for
every shilling of Capitation Grant spent. The fimgs were presented in Table 4.15

below.

Table 4.15: Cost in relation to quality of goodsad services

Response Frequency Percent
Rare 120 80.0
Not sure 18 12.0
Often 11 7.3
Very often 1 7
Total 150 100.d

Source: Survey Data (2014)

The findings presented in Table 4.15 shows thatodut50 respondents 120 who are
equivalent to 80.0% said rare, 18 who are equivdted?.0% said not sure, 11 who are
equivalent to 7.3% said often and only one responsi@d very often, for the statement
that Spending of capitation grants is of reasoneb#t in relation to the quality of goods
and services provided. The results justify thatr8ipgg of capitation grants is not of

reasonable cost in relation to the quality of goawid services.
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These findings revealed that the value for caneadhieved if the cost of the goods and
services are not proportional to its quality. Tharest be effective ways in MMC of
improving value for money as argued by Kaplan (32089 LGFAR (2000) that the
most effective way to improve Value for Money is f@glucing the level of irregularity
and fraud through improvements in the Governmenttem of internal financial
control.
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CHAPTER FIVE

CONCLUSION, RECOMMENDATION AND POLICY IMPLICATIONS

5.0 Introduction

This chapter presents the conclusions, policy icapion and recommendations of the
findings on this study that was about the analgfishe effectiveness of the internal

control on capitation grants to the government prinschools.

5.1 Conclusion

Generally, this research examined the effectiveredsiternal Control Systems on
capitation grants to the government primary schaol#lorogoro municipal council.
The findings have shown that in MMC there is intdroontrol system on capitation
grants to government primary schools. These cosyslem that are available in MMC
council are; Internal control on capitation grantdernal audit on capitation grants, all
the capitation grants are received through bank$ mwonthly bank reconciliation

statement on capitation grants to government pgireelools.

The findings have further revealed that in MMC, gleyments of school facilities and
services related to the capitation grant are noedbrough banks. This situation does
not comply with the procurement guidelines and tedjoin grants guidelines that require
the payment to be done through banks for easy neamagt and auditing of this fund.
The findings have justified that if all the abov#ernal control system available in
MMC was well implemented then the control systemuldobe effective in the
management and uses of the capitation grants tgdhernment primary schools. The
study have reviewed that the effectiveness of hermal control system in MMC is not
effective in all the spheres due to the weaknes$edlowing the payment of school

facilities and services for the money related t® thpitation grants to the government
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primary school to be done in other ways rather nkystem. This is a weakness since

it reduces audit trail.

The internal control in MMC is ineffective sinceetBtudy have revealed that there is no
value for money on the school facilities and sexsipaid up by the money related to
capitation grants. This conclusion have been drduento the reasons that; spending of
the money related to capitation grants are nob¥ahg the procurement regulations and
spending of the money related to capitation gratsot of the high quality on school
facilities and services in relation to the pricadpalso from the interviews made by
some of the respondents it shows that there is uchnmformation to stakeholders on
how the money are spent, since information andevédu money are very much related
as it was argued by DiNapoli, (2007 INTOSAI, (2004hat there is statistically
significant relationship between Information andr@ounication and Value for Money

in local Governments.

Lastly the study have found that, on the effectiges of capitation grants, most of the
government primary schools are incorporating th@tadon grants in the school plans
and they are keeping some of CG transactions regorsichools as it is required by the
financial requirements. But contrary to this, tipersding of money related to capitation

grants are not complying with the PEDP and procergrguidelines in a great extent.

5.2 Policy implications

The findings of this study provide a chance to fi@icy makers to review the
controlling and auditing process that help therimaé auditors in local government to
work effectively in supervising the uses of the jpufunds provided for different public
functions. It also provide a room for more explamaton the effectiveness of the current
situation of providing fund to the government sdsaagainst the demands of schools’

teaching and learning materials.

63



5.3 Recommendations

5.3.1 Internal Control System Reviews

Having known the level of effectiveness and sigaifice of Internal Control Systems on
capitation grants to government primary schoolslarogoro Municipal Council, Local
Governments need to ensure that they continuoushew these Internal Control
Systems so as to ensure that they are operatiowatd the achievement of the desired

goal on every public fund for the development & tountry.

5.3.2 Planning and Budget Setting

Moreover since CG is distributed based on the nundfepupils available at the
government primary schools, then it is necessartife authority to verify the actual
number pupils obtained from the head teachers bgwting auditing so as to minimize

the risk of incurring cost on dummy pupils

5.3.3 Cost Controls

For further studies | recommend to be done on #aé cost that covers the study of a
single student in government primary schools thitprovide effective outcome. Also
the study should be on the reason for the delath@fcapitation grants from the top

authority to the government primary schools.
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APPENDIX |

QUESTIONNAIRE
Dear Respondents,

| am EDWARD TEMU a student at Mzumbe University.eTintent of this survey is to
study the effects of internal control systems imatang education capitation grants in
local authorities. The research is conducted inigdafulfilment of the requirement for
the degree of Master of Accounting and Financeould be very grateful if you could

take about 15 to 20 minutes in filling this queshaire.

Your feedback is very important and your answel lve kept in strict confidence and

will be used only for the purpose of this study.

PART A; PERSONAL INFORMATION

1. Your gender (a) Male [ ] (b) Female [ ]

2. Education level (a) Primary [ ] (b) O-level [ (¢) A-level [ ]

(d) Certicate [ ] (e) Diploma [ ] (f) Degree [] (g) Masters [ ]
(h) Others | ]

3.Age (a) 18-3¢ | ] (b) 35-55 | ] (d)B6

PART B; INTERNAL CONTROL SYSTEMS RELATING TO EDUCAT ION
CAPITATION GRANT

1. Are there any internal controls in managing primaglycation capitation grant?
a) Yes b) No c) | don’'t know
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2. The following are expected internal controls expddb be in place, show if these

internal controls are available or not.

Internal control Available | Not Available

Existence of internal Audit

All money relating to CG are received through bank

All  payments relating to CG are done through

cheque/bank

Preparation of Bank reconciliation monthly

3. To what extent does each of these controls enhamoger distribution of capitation

grant? Rank the extent from 1(very well) to 5(wgrse

Internal control 112|3| 4|5

Existence of internal Audit

All money relating to CG are received through bank

All payments relating to CG are done through chéuzarek

Preparation of Bank reconciliation monthly

Key; 1=very well 2=well, 3= Not sure, 4=Bad, 5=wers

4. The roles of internal controls on capitation granplemented by MMC are as
follows; show your agreement or disagreement on dteement by ranking
1(strongly disagree) to 5(strongly agreed)

Role 112(3|4|5

Internal controls helps management in preparatiénfimancial

reports and that ensures information to be faigspnted
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Internal controls within a MMC encourage efficiemd effective usg

1%

of capitation grant to optimize the Teaching andarbéng and

Materials (TLM) at primary schools.

Having established internal controls, MMC can complith

regulations involved with capitation grant

Key; 1=Strongly disagree, 2=Disagree, 3=Not suresagiee,
5=strongly agree

5. In general what do you consider to the contributdbrthe available internal control
system in achieving the effective distribution apitation grant in primary school?
a) High (b) Average (c) Low

PART C; THE LEVEL OF VALUE FOR MONEY ATTAINED

ECONOMIC;
6. Rank the following statements on economic variablealue for money. Rank from

1(very rare to 5(very often)

Statement 1/12(3|4|5

Capitation grant spending have been following prement

regulations

All spending (goods or service) have been of higality

The spending of goods or services have been ofomeate cos

compared to its quality

Key; 1=very rare, 2=Rare, 3=not sure, 4=often Sywadten

EFFECTIVENESS
7. Rank the following statement on the effectivenelsgthe use of capitation grant at

primary school. Rank by showing your agreementissgteement on the statement
Statement 1/2/3]4|5

We have been incorporated capitation items in thea plans

We have been complied with PEDP financial and pement
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guidelines

We have been keeping capitation transactions restosdr school(s)

Key; 1=Strongly disagree, 2=Disagree, 3=Not suragiee,

5=strongly agree

EFFICIENT
8. How do you rank the inputs (costs) used in relatibgoods/service obtained?

a)Very efficient b) efficient c) inefficiency
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ABSTRACT

This study was aiming at analysing the effectivenest internal control systems in
managing education capitation grants in local gowvemt authorities in Tanzania, the

case of Morogoro Municipal council.

The study interviewed 150 respondents using questices. However, the study
employed convenience and purposively sampling ntetbselect Teachers, school and
auditors, accountants, statistic logistic officexs well as politician respectively. In
addition the study analysed data collected by eympdp descriptive and descriptive

statistics using frequencies and percentages.

The findings revealed that the internal controlteyson the capitation grants in local
governments, in particular Morogoro municipal cauns ineffective. Most of the

payments of the money related to capitation granésnot done through banks. Also
there is no value for money on the goods and sesvibat are obtained through

capitation grants.

In view of the findings above, the study recommehthat the available internal control
system in Morogoro Municipal council should be iemlented and improved to be more

effective so as to achieve the goal of proper mamagnt of capitation grants.
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CHAPTER ONE
1.0 Introduction

This chapter introduces the study by presentingintreduction section, followed by
background of the study, statement of the probleesearch objectives, research
guestions, scope and limitation of the study, sigamce of the study, and organization

of the study.

1.1 Background of the Study

Historically Tanzania has a long history of funaoiing local government, starting with
the Native Authorities Ordinance in 1926. In 19#f local government was abolished
and replaced with a direct central government rdlbe local government was
reintroduced in 1982 when the rural councils an@lrauthorities were re-established
(Jaba, 2010). The local government elections tdakepin 1983 and established the
functions of councils in 1984. The LGRP  coveredrfareas: political
Decentralization, financial decentralization, adistirative decentralization, and
Changed central-local relations, with the mainlagmvernment having over-riding

powers within the framework of the Constitutionn&iAnno; Kuusi 2009).

Local Government in Tanzania for many years has lbequired to develop and adhere
to effective Internal Control Systems (ICS) in arde attain Value for Money (VFM)
particularly in development expenditure Matrix (Des; 2007). These Internal Control
requirements have increased significantly due tanareased awareness of people and
the members of parliament that has led the govemhrok Tanzania to establish an
independent internal control organ following the émdments of the Public Finance Act
(PFA) CAP 348 in 2010.



Decentralization mandates Local Government(LGncduo set up effective Internal
Control Systems (ICS) that ensures the reliabibtyd integrity of information,
compliance with policies, plans procedures, lawd gegulations, safeguard of assets,
check on the misappropriation of their resourcesyall as proper authorization of
expenditure and regular update of books of @ in order to attain Value for
Money (Lubabah, 2009; Assimwe & Nakanyike, 2007; AG 1997).

Primary education is one of the key sectors thagthvernment of Tanzania has selected
to be one among the priorities under the “Big RisshNbw” (BRN), whereby the aim of
making more development in this sector startedcaffely when the government
established the so called the capitation grantsherprimary and secondary schools in
2002. Establishment of capitation grant system geared toward compensating the
revenue loss in schools due to the abolition ofosttees and contributions. The
introduction of the capitation grant allowed chddrfrom all wealth backgrounds to go
to school and hence reducing social exclusion ddreh from poor households could
now afford to attend school. Net enrolment ratesersharply from less than 60% of
eligible school age children in the year 2000 taemibian 95%t since 2006 (Hakielimu
Report, 2010).

Since the Tanzania Government invests large sumsnafey in the Schools as
Capitation grant, the outputs in terms of teacland learning materials are expected to

match with development expenditures, which is hetdase (CAG Report, 2010).

In addressing the problem, The Tanzania Local Gowent Authorities have been
going on many reforms in the area of Public Far@nManagement (PFM) since 1998
under the name Public Financial Management RefaogrBmme (PFMRP) as well the
introduction of Decentralisation by Devolution (p D) policy which intends to provide

autonomous power to local authorities hence be watable, transparency and be

assessed on their performance.



1.2 Statement of the Problem

As local governments have been given powers thralggentralisation, government
primary schools began being managed by the locatrgment authorities (Issa, 2004).
This management of public primary schools enhancgsiementation of various
education activities and improves the quality ofication offered in primary schools.
However, Mushi (2006) shows that there are findneianagement malpractices that
entail collusions between school committee chasgpes and head-teachers, and
between head-teachers and District Primary Edutatidficers (DPEOs). These
malpractices of collusions undermine the efforteedby the government and hinder the
implied transparency and efficiency of the diragbgort to schools. Moreover, Halleck
and Poisson (2007) list a number of malpracticeh s use of educational funds on
unplanned activities such as to cover irregularnpayts. Also there have been a
problem of capitation grant being underfunded fxareple a 2004 public expenditure
tracking study (PETS) administered by REPOA foumat ¥0% of capitation grant did
not reach the school level on time (Hakielimu EdwceBrief No 7.2E, 2010). On their
report REPOA also argued on the complexity systéndisbursement of capitation

grant.

Therefore, the problem of misuse of public fundsasprevalent even when funds are
allocated fairly across schools at the individeadel. Thus, increasing capitation grant
disbursements to primary schools may not be a ganfoe improving quality of public

primary schooling in Tanzania. However, full capda grant can be prioritised on the
budget, a clear disbursement system and clear slehadd transparency in all levels
may increase the efficient use of these public sukdirthermore there is no clear study
or auditoria report that has shown the chance efititernal system in our district

councils in supervising the allocation and useghef capitation grant in government
primary schools. Therefore, this study will analylse effectiveness of internal control

systems in managing capitation grant for governmentary schools in Tanzania.



The study was interested on analyzing the effectige of the internal control by
considering the already received funds by the lacghorities and the management of

the funds at the primary schools.

1.3 Objectives of the Study

The study is designed to achieve a general obgdivd narrowed down to three

specific objectives as presented below;

1.3.1 General Objective

The general objective of this study was to anatyeeeffectiveness of internal control
systems in managing education capitation grant®aal government authorities of
Tanzania particularly funds allocated in primaryeation in Morogoro municipal as a

study area.

1.3.2 Specific Objectives
The specific objectives of the study were as foow
i. To find out the presence of the internal contradtegn on the capitation
grants in primary schools.
ii. To examine the effectiveness of the internal cdnggstem in capitation
grants in primary schools.
iii.  To examine Value for Money attained on the camtatgrants granted to

primary schools in the study area.

1.4 Research Questions

i. Is there internal control system on the capitagmants in primary schools?
ii. How effective is the internal control system in itajon grants in primary

schools?



iii.  What is the Value for Money on the Capitation gragnanted to government

primary schools?

1.5 Scope of the Study

Public funds not only capitation grant have compggtem of disbursement, however
when followed in transparency, it reduces compland the misuse. The study was
interested on analyzing the effectiveness of therimal control by considering the
already received funds by the local authorities tiedmanagement of the funds at the
primary schools.

The study focused at these two lower levels indisbursement process due to two
reasons. One there some argument that money rddeykcal councils for capitation
grant are not sent all or sent partially or delaggegrimary schools as directed. Second,
it will be in researcher’s capacity to obtain dataone among the stake holders and

collect data given constraint of time of the reskar

1.6 Significance of the Study

The study will help the policy makers realize treed to have and implement effective
Internal Control Systems in the implementation @f&opment grants which in turn will

help achieve Value for Money to the intended uséthese development programmes.

1.6.1 To Local Government Authorities

The study will generate knowledge to link Inter@bntrol Systems and Value for

Money which will guide Policy makers in the plangifor the public resources.



1.6.2 To the Finance and Accounting Practitioners

The study will be helpful to all academicians amdgtitioners in finance and accounting
management. The study will help them generate kedgd on the way internal control

should be practised in a reliable manner to hedp firms safeguard their assets.

1.6.3 To the Researcher (s)

The study has helped the researcher to acquirelkdge and understand the techniques
of doing research. Above all, the study has hethedesearcher to have knowledge on
internal control systems in local governments -itsdindings informed him on how
internal control may be the tool for MMC to achieeffective VFM of education
capitation grants. Also, the Study will enable segrcher to complete master’'s degree in

Finance and Accounting.

1.7 Limitation of the study

The study concentrated only to Morogoro Municipabu@cil and all government
primary school supervised by it, thus provided ssta to other Municipal councils.
There was a poor response especially at the sdewel as the respondents were
reluctant to provide information on Capitation Grarhe study frequently explained to
the respondents that it was purely for academi@gmes to eliminate information

concealment.



CHAPTER TWO

LITERATURE REVIEW

2.0 Introduction

This chapter discusses the definitions of key temagiews some related literatures,
both theoretical and empirical concerning the maércontrol systems and the capitation
grant, afterwards, it draws the conceptual framéwbased on the assumptions

presented in the available literature.

2.1 Definition of Key Terms

This section provides definitions of key terms oncepts as employed in this study. The
process of definition and description is carrietliathe following arrangement; Internal

control systems then the capitation grant.

2.1.1 Internal Control Systems (ICS)

According to Motlia (2009) internal control systemefer to internal controls with a
common purpose grouped together. Basically, interoatrol as defined in accounting
and auditing is a process for assuring achievero€m@in organisation’s objectives in
operational effectiveness and efficiency, reliabfeancial reporting, and compliance
with laws, regulations and policies. A broad corcejpternal control involves
everything that controls risks to an organisatiGerfvais, 2004).

The International Standards on Auditing number ¥&A(400) defined Internal control
Systems as comprising the controlled environmedtcamtrol procedures. It includes all
policies and procedures adopted by the managenfeah entity to assist in their

objectives achievements, as far as practicable, otiderly and efficiently conduct
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business, including adherence to management pglisefeguard of assets, prevention
and detection of frauds and errors, the occurrearg® completeness to accounting

records, and the time when preparing the finanefarmation.

Based on the definitions above, internal controtherefore, a means by which an
organisation’s resources are directed, monitored, measured. It plays an important
role in detecting and preventing fraud and protecthe organisation’s resources, both
physical (e.g., machinery and property) and intaleg(e.g., reputation or intellectual

property such as trademarks).

2.1.2 Capitation Grants

The term capitation grants is defined by AblutzG20as an amount of money given to
an organisation for each person it deals with,hHesacor cares for. So it is all money
given to government primary schools for educationprovements. Manara and
Mwombela (2012) shows that the capitation grantpidmary education in Tanzania is
meant to provide money for teaching and learnintends for pupils enrolled in public
schools at Tshs 10,000 per pupil per annum in dhlewing allocation; Text books,
teaching guides, supplementary reading materials 4300, Chalk, exercise books,
pens, pencils Tsh 2000, Facility repairs Tsh 2dXamination paper, purchase and
printing Tsh 1000, Administration Materials Tsh 000

2.2 Theories of Internal Control Systems

There exist different theories about internal colntn this study dempster-shafer theory

and Agency Cost theory of Internal Control havenbexiewed.



2.2.1 Dempster-Shafer Theory of Internal Control

According to Dempster-Shafer theory of internal tooip both quantitative and
gualitative methods exist for the evaluation oémil controls. Conventionally, auditors
often adopt qualitative methods, such as questims)achecklists, flow charts, and test
of transactions for evaluation purposes.

The theory provides a systematic way to repredantiriterrelationships amongst key
accounting systems components for the evaluatiotfCofor financial resources and
others — including; significant accounts being aagtd, business processes impacting
these accounts, risks to which business processesxposed, control procedures
implemented to counter the risks, and evidenceegathto evaluate the effectiveness of
control procedures (Srivastava, & Vasarhelyi, 201Zurthermore, Srivastava, and
Vasarhelyi (2012) Explained that the theory belgegegiven judgements on strength of
the audit evidence gathered as input, the proposdtod provides a rigorous algorithm
to aggregate these judgements, propagate, and gaggreéhe results, and output
guantitative risk assessments on various leveldinithe accounting information
system. Included are assessments related to thalloi@, significant accounts level,

business process level, individual risk level, ardividual control procedure level.

Basically, the evidential reasoning of this apploeca process of risk assessment where
several variables (assertions) when combined tegatiform us about a variable of
interest such as the effectiveness of internalrotnlt allows the decision maker to
develop a framework that aggregates all the evileacailable in the situation
pertaining to various intermediate variables anehtinfer about variables of interest
such a feature makes the theory appealing to thke&von of the effectiveness of the IC
system because the ultimate effectiveness reliesn umultiple factors such as
effectiveness of multiple control procedures, tlomtml environment, and evidence

gathered from various sources ( Yeager, and LiQ8R0



2.2.2 Agency Cost Theory of Internal Control

According to this theory there is an intense imationship between effective internal
control performance and agency cost and assetigeclihe theory maintains that
reporting on internal control may be consideredaasionitoring function to reduce
conflict between debt holders, shareholders, andnagement (Ziurtv, 2007,
Williamson, 1998).

The theory puts much of emphasis on the relatignsbtween firm’s asset security and
effective performance of internal control. Ziurt20Q7) argured that based on that
relationship, the theory thus, provides that; adéguappropriation and security of

resources lie in the capability of effective int@ronontrol system.

The Institute of Chartered Accountants (2005) elatgd that agency theory is a useful
Economic theory of accountability, which helps teplain the development of the
control and the way it should be viewed. In ortiebetter explicate the relationship
opinions, this theory has put aside two varialbiésgg in principals such as company
‘stop management on one side, as well agentsdika@itors on the other side. Therefore,
a simple agency model suggests that, as a resuifafmation asymmetries and self-
interest, principals lack reasons to trust theierdg and will seek to resolve these
concerns by putting in place mechanisms to alignrterests of agents with
principals and to reduce the scope for informatasymmetries and opportunistic

behaviour.

Gervais (2004) argued that delegation of respalitgibly the principal and the resulting
division of labour are helpful in promoting an eféint and productive economy.
However, such delegation also means that the pahcieeds to place trust in an agent
such as auditor to act in the principal’'s bestregés like; performing internal control

with full focus of safeguarding company’s assets.
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2.3 Internal Control Systems

This section presents the theoretical part of thelys The purpose of reviewing
theoretical literature is to allow the study to ap certain thoughts and opinions from
various authors and writers so as to get a guideards understanding the way internal
control systems may be effective in achieving vdimemoney under situation either

identical or similar to the topic under concern.

According to Storkey (2011) Internal control systsngonsidered as a management tool
that serves as a means to achieve performancerafitdlplity targets, and prevents loss
of resources of LGAs as managing financial riskviry important to modern
organisations. In achieving the effective interoahtrol, the agency theory suggested
the presence of a third party called “auditor” tes@ere and reduce the asymmetric of
information among principal and the agent. For teason Jsengying (2009) explained
that professional auditors must be given cooparaioplay crucial task to make sure
that they achieve the highest level of asset swculti is for the same reason the
constitution of united republic of Tanzania of 1983 amended from time to time
section 140 empowers the Controller and Auditor ésainto have full power to access
any documents during auditing process at any pudiiity. During auditing process
auditors must examine internal controls to checthére working properly. However,
there are different types of internal controls withn organisation and it depends with

complexity of the organisation structure.

2.3.1 Types of Internal Controls

Generally speaking, there are two major types aérimal controls - one being;
preventive and the other being; detective. These tiypes of internal controls are

discussed below;

11



2.3.1.1 Preventive Controls

As the term itself specifies, preventive controle &ind of controls designed to
discourage errors or irregularities from occurrif@iver, 2014). They are proactive
controls that help to ensure department objecivedeing met. Examples of preventive
controls are: segregation of duties: where dutiessagregated among different people

to reduce the risk of error or inappropriate actiotiver, 2014).

Normally, responsibilities for authorising transans (approvals), recording

transactions (accounting) and healing the relasedtgcustody) are divided.

Second are; approvals, authorisations and veiidiget management authorizes
employees to perform certain activities and execetgain transactions within limited
parameters. In addition, management specifies thoseities or transactions that need
supervisory approval before they are performed. #hedthird and last is the security of
assets (preventive and detective): access to eeguipnmventories, securities, cash and
other asset is restricted; assets are periodicaliypted and compared to amounts shown
on control records (Oliver, 2014).

2.3.1.2 Detective Controls

Detective controls are the types of controls desigto find errors or irregularities after
they have occurred. Examples of detective contrioislude: First; review of
performance: in which management compares infoomatbout current performance to
budgets, forecasts, prior periods, or other bencksng measure the extent to which
goals and objectives are being achieved and tdifeihunexpected results or unusual
conditions that require follow-up (Oliver, 2014).hd second example include;
reconciliations: wherein an employee relates dffiérsets of data to one another,
identifies and investigates differences, and talasective action, when necessary. The

third example includes physical inventories. And tbur one involves audits (Ibid).

12



2.4 Components of Internal Control system

Under the basis for developing and providing bussneontrol systems and assessment
and addressing their effectiveness (internal comésues) the study has identified the
following component of internal control according the Committee of Sponsoring
Organisation, (2014) and Bushman, (2007) as; thér@oenvironment; risk assessment;

control activities; information and communicatiardamonitoring.

2.4.1 The control Environment

Control environment relates to the organisationdentification, analysis, and
management of the risks that are related to firrdrstatement preparation. The control
environment is the basis for all other componemstrol (COSO, 2014; Bushman,
2007).

According to DiNapoli (2007),Control Environmel(€E) is the philosophy, style and
supportive attitude, as well as the competenitecad value integrity and morale of
the people of the organization. The control emnent is further affected by the
organization’s structure and accountability relasioip. It is the attitude and actions of
Council and Management regarding the significan€ecantrol within the LGAs.
Control Environment provides the discipline andustre for the achievement of the
primary objectives of the System of Internal CohtrAccording to Letsuy (2012)
control environment is the foundation of the ICSl aets the tone of an organization,
influencing the control consciousness of its stafiis is the overall LGA attitude, value
and philosophy of senior political and managemesgtaetive and the culture throughout
the LG relating to the timeliness, integrity, ammtw@racy of financial reporting (Thuy,
2007).

It provides the discipline and structure as welltlas climate which influences the
overall quality of the Internal Control Systemsefaents of the control environment are;

the personal and professional integrity and athvalue of management and staff,
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appropriate culture in the organization attitudeaads internal control throughout the
organization; commitment to competence; the “toaethe top”(i.e. management’s
philosophy and operating style); a good orgarorati structure (an independent
Internal Audit function and segregation of dutiesjt up proper authorization limits and
human resources policies and practices(Kaplan, ;2Q087; INTOSAI, 2004, and
Laura, 2002).

2.4.2 Risk Assessment

This component refers to the organisation’s ideifon, analysis, and management of
the risks that are related to financial statemeneiparation, in order to ensure that
financial statements are presented fairly and impl@mnce with generally accepted
accounting principles (GAAP) (COSO, 2014; Bushn20q7).

Risk assessment is the process of identifying amalysing relevant risks to the
achievement of the entity’'s objectives and detemmginthe appropriate response
(DiNapoli, 2007; INTOSAI, 2004). It involves riskdentification; risk evaluation
(estimating the Impact of risk; assessing the lilood of the risk occurrence);

assessment of the risk appetite of the organizatiod development of responses.

Risk assessment should be performed and shouiifigecontrollable risks (risks that

are caused by the external environment that thiéyesperated in). According to the

Cadbury Report (1992), risk management should k&syatic and also embedded in
company procedures. And there should be a culafraisk awareness in the

organization. As governmental, economic, indugigulatory and operating conditions
are in constant change, risk assessment shouldh mngoing iterative process. Risk
Assessment implies identifying and analysing attezenditions and opportunities and
risk (risk assessment cycle) and modifying interoahtrol to address changing risk
(Heald, 2003).
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2.4.3 Control Activities

The organisation’s policies and procedures whidp basure that necessary actions are
taken to address the potential risks involved inoamplishing the entity’s objectives
(COSO0, 2014; Bushman, 2007).

Once the controllable risks have been identifigagctic control activities can be
undertaken to reduce those risks (Kaplan, 20083o#ting to Thuy (2007); Sarbanes —
Oxley Act (SOX, 2002); Control Activities are conged of policies procedures and

systems relating to the reliability of financiapeting.

They include; authorizations and approvals, vetfans, reconciliations, review of
performance, security of assets, segregation akeslwind controls over information
systems (Laura, 2002). The elements with chequmageds procedures governing the
counting and valuation of inventory, the procuremeamd disposal systems and codes
of conduct to guide employee behaviour (KaplamQ&O0Thuy 2007, SOX, 2002).
Control activities can be preventive and /or detectCorrective actions are a necessary
complement to internal control activities in orderachieve the organization objectives

hence realizing Value for Money.

2.4.4 Information and Communication

This component focuses on the nature and qualityfofmation needed for effective
control, the systems used to develop such infoonatand reports necessary to

communicate it effectively (internal control issy€0S0O, 2014; Bushman, 2007).
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2.4.5 Monitoring

This component involves assessing the quality dfettereness of the organisations
internal control process over time. It includeseassig the design and operation of
controls, and assessing compliance with policiesmancedures. It also provides for the
implementation of appropriate actions when necgg§€a0S0O, 2014; Bushman, 2007).

2.5 Capitation Grant in Local government Education

School fees abolition is becoming increasingly askiedged as one of the strategies
toward Universal Primary Education and as a keysmeato achieving children’s right

to education. In view of this, the World Bank anNIGEF in 2005 launched the School
Fee Abolition Initiative which aimed to dissemindessons from the experience of
countries that have abolished fees and provideegbmspecific advice to countries that

are seeking to do so (Manara and Mwombera 2012).

Experience in several countries shows that theafgicosts of schooling are a major
barrier that prevent many children from accessing aompleting a quality basic
education. They are especially burdensome in cmsnwhere poverty imposes tough
choices on families and households about how maualy veéhich children to send to

school, and for how long.

School fees represent a regressive taxation onfaaalies, and the enrolment of poor,

excluded and vulnerable children is very sensitiveees, even when these are small.

School fee abolition is not just about “tuition $&€which do not necessarily constitute
the main bulk of fees). School fee abolition mastetinto consideration the wide range
of the costs of schooling to families and house$olthis means any direct and indirect
costs/charges (tuition fees, costs of text booksppkes and uniforms, other
contributions, costs related to sports and othdroaic activities, costs related to
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transportation, contributions to teachers’ salargexsl the like.) as well as opportunity

costs and other burdens on poor families.

To meet the Millennium Development Goal (MDG) falueation and national targets
the Tanzania Government took a bold step forwardalbglishing all fees charged by
schools and also providing schools with a smalhgfar each pupil enrolled. The grant

provided is called the capitation grant.

The decision to replace school fees with capitaioents has some advantage which
include increased enrolment however it has critteat whether it have the desired
impact on the quality of education. It can be st increase in enrolment will result to
increased demand for additional classrooms; denfi@nddditional teachers; Demand
for additional textbooks and other teaching andnieg materials and it is difficult to

sustain community participation.

2.6 Capitation Grant Governance in public sectorndustry

The governance of the capitation grant in Tanzearabe categorised into two; the civic

engagement and the school autonomy.

2.6.1 The Civic Engagement

Civic engagement refers to citizens’ interactiorirma particular field of interest, for
example, public finance policy, with a view to dbiag a favourable outcome from
such interaction (World Bank, 2001).

Thus, aspects of social accountability such aszem’ agency, volunteerism and
political awareness are all forms of civic engagetme Tanzania. For instance, budget
advocacy through villagers’ participation in VillagAssemblies (VA), civil society
participation in Ward Development Committees (WDQCHistrict Consultative

Committees (DCCs) and Regional Consultative Conelestt{RCCs) have become some
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of the most popular forms of exercising citizengjeacy in Tanzania. The civic

engagement comprises of citizens’ agency, volursi@eand political awareness.

2.6.1.1 Citizens’ Agency

Citizens’ agency concept assumes that ongoing cbitween the public and their
leaders provides the citizenry with the opportunidydraw attention to weaknesses in
service delivery, and, as a result, the leadersldvtake appropriate measures in line
with user preferences (Manara & Mwombela 2012).

In Tanzania, the quality of exchanges between conitpnmembers and government at
different levels has reached a higher platform mdgeas each side appreciates the

attitude and effort of the other

2.6.1.2 Volunteerism

Volunteering is working, the putting in of time aedergy, which one person does for
another or for the public, of their free will, anith no material compensation similar in
guantity or quality to the market value for theservices (Cohen, 2009). The
participatory aspect of volunteerism can contridota heightened understanding of the
forces which shape governments and societies, ngadb greater transparency,

accountability.

2.6.1.3 Political Awareness

Political awareness manifests itself through vedenout, attendance in political rallies,
and listening to and/or reading news from the nmasdia. People are more active today
in terms of participation in elections despite thet that attempts to influence the results

through both legal and illegal means are commorsgket al., 2006).
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Mass media is by far the most important means higlwpeople access information. Of
the three main types of mass media, radio contitmé® the most accessible, followed
by newspapers and then television (HakiElimu & REDEO006). A radio is the most
commonly owned item within households, most likélye to its affordability, portability
and low maintenance costs. Currently, internet m@yimited in access, affordability
and utility, but it is gaining in influence. Infoation via the internet travels faster,
especially with the current wave of providing imet services through mobile phones

and short message services (SMS).

2.6.2 School Autonomy

School autonomy is a form of school managementhithvschools are given decision-
making authority over their operations (Arcia ef 4011). Some authors have suggested
using “de facto” autonomy as opposed to “de jurgbaomy as the relevant measure of
autonomy. While “de jure” autonomy refers to whettie school has been appointed as
autonomous or not, “de facto” autonomy is relatethe level of autonomy the school is
actually enjoying or exercising as measured by rihenber (or the percentage) of

decisions the school makes (Manara & mwombela 2012)

Public primary schools in Tanzania derive theiroaoimy from their local councils.
Thus, current school autonomy in Tanzania shouldvibered in the context of the
Decentralisation-by-Devolution Policy of 1998. Schautonomy includes freedom to
determine own school needs, set priorities and &isdgn the basis of the total resource
envelope available at school level including sultrems from the government (Mushi,
2006).

There two sets of indicators for school autonomme for authority over the use of the
school budget (school decision-making power) anithaity to seek additional funds

from non-government sources (share of school ownceaevenues).
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2.6.2.1 School Decision-Making Power

The progression in school autonomy in the last tdecades has led to the
conceptualisation of school-based management asna df decentralisation in which
the school is in charge of most managerial decsshart with the participation of parents
through school committees (Manara and Mwombela R0%2hool autonomy fosters
governance by making the school committee in chafgehool management (Arcia et
al., 2011).

Although the capitation grant programme has in@éaschool autonomy, the role of
local governments at district, ward and villageelsvin the delivery of primary
education remained unclear. Interference by theribisPrimary Education Office
(DPEO), Ward Education Coordinators (WECs) anchgd#l government officials have
been creating tensions among the school commitezabars and teachers. The school
committee is the lynchpin of the success of thatsgry at the community level (Manare

& Mwombela 2012) but members do not have full maedm school management.

2.6.2.2 Share of Own Source Revenues

Public schools are fiscally decentralised if theg allowed to mobilise own resources
for school operations and development expenditfeskeland & Filmer, 2002).
Innovative local sources of education developmaranice can easily be tapped where
there are effective community-based school comastteunning the relevant school
(Lwaitama, 2004). In Tanzania, there are two saiafeown school revenues, namely
donations from the private sector and non-govertabeorganisations (NGOs) and

contributions from parents and the wider community.

Government primary schools also generate own regefom gardening, selling tree
seedlings, small restaurants and milling machi@ber schools, especially those in
urban centres, rent out their premises and chdrgeetwho operate petty businesses

within their compounds.
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2.7 Ways to Achieve Successful Value for Money
2.7.1 To eradicate waste in benefits services prases and systems

Value for Money (VFM) can be achieved by eradiaatimaste in benefits services
processes and systems. The “critical success faooa public sector organization is
the degree to which it fulfils its set objectivasdamission in terms of being efficient,
effective, and economical. The Internal controlteys are keys in achieving the
organizational set mission and objectives; hendaé/for Money.

2.7.2 Local Governments control over the use of rearces

The main approach to VFM is the LG’s control oviee use of resources in order to
achieve its set objectives, LGIAM (2007). Regulati€a06 of the LGFAR (2007)
requires the Head of Internal Audit to carry ougular review to ascertain whether
council receives VFM in all its activities. Heads[@epartment should establish sound
arrangements for planning, appraising, authorizarg controlling operations in order
to achieve Value for \money LGFAR (2007). Davie8(2) holds that the public sector
applies no consistency in defining Value for morf¢¥M) and the decision making
strategies of LGs are poorly defined and applieegularly hence LGs are able to
exploit the definition of VFM to justify their acins.

However, many authors hold that Value for moneg term used to assess whether or
not an organization has obtained the maximum befrefin the goods and services it
acquires and/ or provides, within the resourceglahe to it. Value for Money is not
paying more for a good or service than its qualit@vailability justifies as well public
spending implies a concern with economy (cost mmetion), efficiency (output
maximization) and effectiveness(full attainmenttloé intended results) (Glendenning
1998; Davies 2007; Deakin 1998 and LGIAM, 2007).
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The most effective way to improve Value for Money by reducing the level of
irregularity and fraud through improvements in tBevernment’s system of internal
financial control (Kaplan, 2009; LGFAR 200).

During the process, communication needs to be eddinat their resources are being
used efficiently and effectively in providing thigit service at the least cost. However,
Kerr (2005) observed that the will to provide Vafoe Money in Government spending
is weak because accountability to taxpayers an@ubéc is generally weak.

According to Heald (2003) VFM analysis needed tp @tention to total risk and VFM
is related to concept of efficiency and effectiveneliju and Ogded (2009) hold that
despite a long period of implementing performanggnagement within the public
sector improvement in performance , accountgbiliansparency, quality of services

and Value for Money have not yet been achieved.

2.8 Empirical Literature Review

This part reviewed the study done by other autloorsesearchers relating to internal

controls and the capitation grant.

Yustaria (2010) conducted a research to find the ob internal controls in financial

institution. The research was titled “the emergiolg of internal control practice on the
security of assets in small financial lending ingion in Tanzania”. From this research
the findings revealed that, internal control was mhere instrument through which most
of small financial lending institution was capabtd scrutinising all financial

performances relating to the level of lending. Timeling shows that internal controls
helps the reliability of financial reporting andteetion of errors as a result minimise

risks which occurred with regard to financial #tion.

In addition Shaban (2011) focused on determinimgitpact of internal control on the
financial performance of Financial-Based Institnidn Tanzania; the case of National

Microfinance Bank (NMB), head office, Ilala, Dar 8alaam found that there was a big
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impact derived from the application of internal tohon the financial performance of

financial-based institutions in Tanzania. The fgd further shows that with the

presence and application of internal control, ewaspect relating to banking operation
including; transactions which were to be recorded & turn could be evaluated,

Internal controls influences everyone in the bamlkatlhere to the keeping record of
every asset used; none of the errors, fraud, asdppropriation could be deliberately
undertaken.

According to John (2011) who studied the relatigmdbetween internal control and

organizational performance of Limited Industriesiding’'s shows that there is a

significant positive relationship between intereahtrol system and management of a

limited companies.

Moreover, Makubi (2012), studied the impact of finl internal control on financial
performance in Religious-Based Organizations (RB@® study found that Financial
Internal Control plays a significant role espegati preventing the occurrence of fraud,
and likewise may impact financial performance btedeéng various aspects involved in
financial performance. The finding also shows thi@miancial Internal Controls may be
used as a tool which can reveal all necessity @izdunelated matters such as fraud, cost

and expenses.

Ritva and Svensson (2005) did a research titlegjHtitng Corruption To Improve
Schooling: Evidence From A Newspaper Campaign Ilraniidg” with the question
“What is the most effective way to increase primacjool enrolment?” A newspaper
campaign in Uganda aimed at reducing capture ofig@nds by providing schools
(parents) with information to monitor local offitsahandling of a large education grant
program. The findings in this research shows thath bkenrolment and test scores
increased significantly more in schools in areath \wigher newspaper penetration, and

thus in schools with more funds.
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The findings further shows that since schools wkes to spend their grants on
whatever nonwage items they needed, be it texth@ok®ol meals, school uniforms, or

flipcharts, the indirectly enhancement learningivétaés should be addressed by the

policy.

However, Manara and Mwombela (2012) in their rededitled “The Governance of the
Capitation Grant in Primary Education in Tanzahiy Civic Engagement and School
Autonomy Matter” finding shows that the level ofpd@ation grant governance in
schools in average-spending councils (Morogoro M@ londoa DC) is higher than in
high-spending councils (Singida MC and Mvomero D&y low-spending councils
(Songea MC and Mbeya DC). This suggests that isorggublic expenditures is not a
panacea for solving quality problems currently heagnthe primary education sub-
sector in Tanzania. Improving governance of disbadirfunds at the school level is
equally important. The evidence across case clsuhas shown that frequent cuts and
chronic delays of capitation disbursements arequastpart of the story. More often than
not, the untold story is how school committees adldool administrations manage the

funds that do reach the schools.

This study found that demand-side factors mattestnior the governance of the
capitation grant in schools. In particular, paremnitoring of school revenues and
expenditures can play a critical role in improvihg governance of the capitation grant

in schools.

Noncompliance to the Internal Controls is one ef tmajor hindrances to the attainment
of VFM in LGAs as addressed by most authors, wsjtand academic researchers. From
the side of empirical studies, a lot has been doragldress the role of internal control in
financial performance, and its impact on the ségwf assets in organisations different
from LGAs. Whereas, there is little and perhapshimgt of attention was addressed
about internal control in relation to capitatioragts in government primary schools in

Tanzania.
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Most of them had shown interest in areas likesrimal audits and financial performance
in financial institutions and RBOs. Weak, non- cdiance, non — existent or absent
public financial management functions (Internah@ol Systems) are likely to negate
any advantages that might be inherent in bringmgpblic services “closer” to people
(Value for money). In contrast, those studies ndette establish the relationship
between the Internal Control Systems and Valud/imney in LGAS in Tanzania.
Therefore, it can be concluded from the literatina there is an urgent need to analyse
the effectiveness of internal control system in agang education capitation grants in

LGAs in Tanzania particularly.

2.9 Conceptual Framework

In presenting the conceptual framework for the wtutlis section bases much on
providing assumptions based on the objectives tachéeved by the study in hand. That
is to say; most of the assumptions laid down is tontext are in parallel with the

assumption portrayed from the objective as well.

This study is based on two variables the dependamble which is value for money
and the independent variables collectively integmadtrols. The dependent variable will
be measured by three elements namely the efficjetioy effectiveness and the
economy. The independent variable comprise of prt&xe controls (control
environment and control activities) and the detectiontrols namely risk management,
information and communication and monitoring. Inmsoary the conceptual is

summarised below in figure 2.1;
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Figure 2.1: Conceptual framework

Internal Control Value for Money
* Risk assessment e Cost Vs Quality
e Information and « Cost Vs Goals

communication
*  Monitoring .‘
e Control of

Activity

Source:Researcher’s (2014)

The model above explains the relationship amorgsvariable under study; it explains
Internal Control System as the Independent varialiide Value for Money as the
dependent variable. According to the Figure 2.1vabanternal control performance
may influence accurate distribution of grants tblfpuschools by MMC, the detection of
resource performance and use, and may influencepiteention of errors to occur

during the financial performance.

That means, internal control promotes effective ag@ment of resources while
stressing the values of economy, efficiency anceotiffeness (Value for Money)
Control. Environment, control Activities, Risk Assment, Information and
Communication and Monitoring are a necessary t@ hie¢ performance of internal
control to be in place and in turn help LGAs achiesffective value for money of

capitation grant to public schools under their suigéeon.

Internal Control are viewed in terms of construtite influential positions like; role,
impact, influence — as well as its relative aciigtsuch as; risk assessment, information
and communication and monitoring. While, Value Kboney is understood based on its

position as; being dependent variable which mayltrés Efficiency and Effectiveness.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.0 Introduction

This chapter presents the procedures that wereogeglin the study. The chapter
therefore, presents the methodology deployed irsthey by specifying the study area,
research design, study population, sampling sizé sampling Techniques, data

collection methods and data analysis.

3.1 Study Area

The study area in which the study was carried suMorogoro Municipal Council
(MMC). The said council is located in the regionMbrogoro, Tanzania. In that area,
the study collected data from all public primanhaaols which are supervised by the
MMC. The area covers about 195 kilometres to thestWwé Dar es Salaam and is
situated in the lower slopes of the Uluguru MoumgaiThe Municipality has total area of
531 square  kilometres and is divided into nineteeards (Morogoro Municipal
Council, (MMC), 2008). According to Hilfswerét al’, (2013) the MMC has sixty two
government primary schools.

The researcher is a member of the society at MMChanis interested in seeing whether
there is effective ICS on capitation grant thagrianted to Government primary schools

in achieving Value for Money (VFM).

3.2 Research Design

The study employed survey design. The survey stledygn is selected based on the
researchable reasons that is; it focuses more atergtical areas or organisation.
Therefore, it is important to note that survey gtdésign can permit the use of variety

of data collection methods to be deployed dutitegwhole conduct of the study.
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The focus is that, this type of research desigmjptyd the researcher to explore and
analyse information over the life of a single umihich is Morogoro Municipal Council
(Birkinshaw, 2004; and Welch, 1998)

3.3 Study Population

The target population for this study included &l government primary schools under
the supervision of MMC and 281MMC staff includingteérnal auditors, Statistical
Logistic Officers, Accountants and politician. Timeinicipal have around 1120 primary
school teachers. (Municipal quarterly report 2014)

3.4 Sample Size and Sampling Technique
Sample is a small or selected group used to remretbe whole population. The

following are the Sample Size and Sampling techmigmployed:-

3.4.1 Sample Size

The study employed sample size of 150 respondesisieby, politicians and a cluster
of 30 government primary schools were selected faooh each school 4 teachers
selected through convenience sampling techniqusy 80 staffs from the MMC
including internal auditors, accountants and Sie#is and Logistic Officers were
selected basing on purposive sampling. From theseples the key informants are
Statistical and Logistic Officers, Auditors and Acatants. The sample composition is
presented in Table 3.1.
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Table 3.1:  Selection of Sample Size

120 respondents from

1120 30 primary schools Convenience method
8 6 Purposive sampling
16 7 Purposive sampling
2 2 Purposive sampling

Convenience method

Source; Researcher’s (2014)

3.4.2 Sampling Techniques

According to Stascht al, (1985) the procedure of selecting a sample fostualy is an
important step in any research project since riawigly practical, efficient, and costly, to
study the whole population. The researcher thesefemployed purposive and

convenience sampling techniques.

3.4.2.1 Purposive Sampling Technique

The researcher employed purposive sampling in efethe key respondents, namely
Statistical and Logistic Officers, Accountants aadlitors who are the custodians of the
internal control system, education department, nibea department and planning
department as they involve on the study by ensuiieginternal control or affect the
capitation grant fund directly. This sample proddgpecial information regarding the
practice of internal Control in achieving VFM ofamits provided to primary schools

under supervision.
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3.4.2.2 Convenience Sampling Technique

This technique employed whereby teachers and galis were selected based on their
availability. Therefore the cluster of schools westected i.e. 30 primary schools was
chosen randomly then from each primary school dhteis were selected one being the
head teacher. Furthermore the study employed #uisntque to politicians i.e. ward
representatives because they are located in vapgtaees of which it is not easy for
study to reach them all, however selection processinued until the sample size was
obtained. The selection was determined by aspéatssklf-selection, administrative

decision, time of the class, and number of thesg/edexposure (Muijis, 2004).

3.5 Data Collection Methods

These are ways used to extract information. Thénoust employed by this study were
observations, documentary and questionnaires. €kearcher has considered these
methods as appropriately to enable gatheringratzand enough information.

Primary data were collected through questionnact iaterview. Secondary data were

gathered from documentary review.

3.5.1 Questionnaire Method

This study used questionnaires as one of the methafd data collection. The
guestionnaires were administered to the MMC stéffsernal auditors, accountants,
SLOs and Politician), primary school teachers andmimers of primary schools
management committee. The method of administeriregstipnnaires helped this study
to have the intended numbers of the respondentn Atiministering reduced some
ambiguities of understanding some of the word(s)tliem questionnaires where by
clarifications were provided. The information exiget from this method involved in
answering the methods of internal control availabid its roles and more specifically,

guestionnaire was employed by this study in gatigedata, which determined the
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impact of internal control activities in achievind~M. Also, through it, suggestions

about ways to be adopted by MMC to achieve effeci#M was provided.

3.5.2 Interview Method

Interview was conducted to the top management ef dbuncil which include the
municipal accountant and the municipal executivieceff using interview guide. Also
the interview was conducted to some members oh@eaommittee. During the process
of interview, some structured questions were asked the study took note on the
answers provided. Respondents were given almdsilfatty to express themselves on

matter, which was used to support the smooth aemewnt of the study in hand.

However, it should be remembered that; during ghiscess, researcher gave leading
guestions observing non-verbal actions and meaewfgtording the responses for

further analytical and conclusion steps.

Interview process was performed in such a way ithebllects data that assessed the
influence of internal control in helping MMC diditite all capitation grants to all

schools under their supervision as well as theyevadlocated by the central government.

3.5.3 Documentary Review

Documentary review is the kind of data collectiecthnique which was used in
collecting secondary data. In this study specifycalocumentary review was utilized
simply to collect the trend of capitation grant five years from 2009 to 2013. In view
of this study, this was done by reviewing finan@tdtements and different annual and
guarterly reports at MMC.
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3.6 Data Analysis methods

Data collected were divided into two categoriesaligative data and quantitative data.
To analyse these data the study used tabular wanalfysing data, percentage and

descriptive ways.

3.6.1 Qualitative Data Analysis

The data were analysed in a descriptive way byirejithe common responses also the
software were used in analysing these kinds of. dgte study analyzes the raw data
obtained from the interview by recording the ansaarthe respondents and read other
MMC reports relating Capitation Grants. The findindrom respondents were
interpreted in comparison with our objective togethwith factual and logical

interpretation of the study findings.

3.6.2 Quantitative Data Analysis

Data were collected, coded and were analysed. Giastigative analysis was conducted
to enable the researcher to summarize the colletdtaand organize in a way that the
researcher was able to answer the research quesiibe use of different tools like
Tables, frequencies, percentages were utilized etlyerdata were quantified and

analysed, also in some areas further analysis waducted.

3.7 Ethical Consideration

All important norms for collecting data from thelfi are available and should always be
respected in the whole course. That is to says#i@ process was amongst the topmost
attentions that were put into consideration by rémsearcher during the entire process.
The researcher obeyed ethical norms. Based osttitssment, the researcher was given

a written recommendation from the academic authaitMzumbe University, which
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was presented to the concerned offices for approvebllect all necessary information
from the intended field. The researcher ensured reipondents that whatever
information given by them were treated and guanditld a high sense of confidentiality

and no any piece of it was taken out of concealment
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CHAPTER FOUR

FINDINGS AND DISCUSSION

4.0 Introduction

This Chapter presents and interprets the daltected and analysed in Chapter
three. The presentation is guided by the objectiwéise study.

4.1 Socio-economic characteristics of respondents

In this stage, the study first, studied about déife¢ characteristics of respondents. In this
regards, the study was aiming at findings differgy@neral information of the
respondents pertaining to various elements liked@enEducation, Age, Designation
and work experiences. The main aim of findingsis particular information was based
on the idea that general information would necdgsaelp the study in knowing
whether different considerations such as Gendemlboal non discrimination in terms of
age. Also this information was so useful as it ddwlp the study understands the extent
to which the studied respondents were very mucbriméd, acquainted and even
knowledgeable concerning the whole matter relatiogmanagement of education

Capitation Grants.
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Table 4.1 Socio-economic characteristics of respoents

Characteristics Frequency Percent

Male 86 57
Female 64 43

Form four 5 3
Certificates 91 61
Diploma 25 17
Degree 23 15
Masters 4 3
Others

18-35 (Youth age)

36-55 (Adult Age) 84 56
55+ (Old age) 16 11
Accountants

Auditors

Statistical and Logistic Officers 2 1
Politicians 15 10
Teachers 120 80

Less than 5 years 55 38
6-10 years 33 21
11-20 years 51 34
21-30 years 10 6
above 30 years 1

Source: Survey Data (2014).
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4.1.1 Gender of respondents

Table 4.1 above shows that out of 150 responderate were 86 which is equivalent to
57% and female were 64 which is equivalent to 48bis shows that the findings were
from both male and female respondents and the gesetesitivity were considered,;
though male were the majority with 57% of all trespondents. Therefore Morogoro

Municipal Council put equal employment opporturidyboth males and females.

4.1.2 Level of Education of the respondents

Level of Education of the respondents was greatlgful as to whether through it,
particular analysis would be found and certify thgtent to which the studied
respondents were educated, something, which coestdgwas useful to determine the
extent to which they had useful, valid, and evdralb& information about topic under

concern.

Table 4.1 above shows the education level of tspardents, 5 respondents were the
form four leavers which is equivalent to 3%, 91pmsdents were having certificates
which is equivalent to 61%, 25 respondents werenigagiiploma which is equivalent to
17%, 23 respondents were having bachelor degreéshw equivalent to 15%, 4
respondents were having masters degree which isadeuot to 3% and other level of
education was 1 respondent which constitute of TB&. information justifies that most
of the respondents were the qualified personneheair carrier, so this provides the
researcher with high level of reliability of thadings.

4.1.3 Age of the respondents
Table 4.1 above shows that (50)33% of the respdadeere the youth, (84) 56% of the
respondents were the adults and (16) 11% of thmneents were the old age people.

The data implies that most of the respondents #eradults of the age between 36 to
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55 years and there MMC is responsive in employillg generations without

discrimination of none of them

4.1.4 Designation of the respondents

Table 4.1 above shows different designation of tégpondents in MMC whereby
among 150 respondents, accountants were 7 whietjuivalent to 5%, auditors were 6
which is equivalent to 4%, Statistical and LogisDéficers (SLO) were 2 which is
equivalent to 1%, politician were 15, which is e@lent to 10% and Teachers were 120

which is equivalent to 80%.

The information presented above revealed that itidinigs came from teachers in a
large percentage. This is due to the reason thahéss are the one who receive and
implements all matter concerning with the educatiapitation grants and their expected
outcome. The other groups were presented as shboweas part of those who links
between the government who are the providers ot#piation grants and the teachers

who are the main implementers.

4.1.5 Working experience of the respondents

Table 4.1 above presents the experiences of tipomdsents in the work in terms of
years. This shows that, the respondents of theingikxperience of below 5 years were
38%, 6-10 years were 21%, 11-20 years were 349802lears wer€% and above 30
years of the working experience were 1%.

These findings revealed that the findings come fritw® experienced workers who
actually have the understanding of the capitatianty and its management to enable
the expected results be achieved since justifieth Wie data since only 38% of the

respondents are below 5 years of working experience
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4.2 Types of internal control existing in MMC

In Morogoro Municipal Council use different typeiiaternal control in controlling the

capitation grants in primary schools basing on dgh&leline for the use of capitation
grants for primary schools as it was provided PMAL-B. These control are as shown

below;

4.2.1 Budgetary control

Findings show that budgetary control is one amdregg dontrol system on capitation
grant in MMC. The budgetary control is done by takithe numbers of pupils in
primary schools that helps to consolidate the skcbapitation grants (CG) budget. The
consolidated budget is submitted to RAS for contipifa and onward transmitted to
PMO-RALG and MOEVT to initiate disbursement of tifiend to the councils by

Ministry of Finance and Economic Affairs

Moreover, the study had strived to generate furtimetings by which it could be
precisely explain the way budgetary control is aghtime control systems commonly
used on capitation grant at MMC. In fact, during fhrocess, respondents were studied
through interview in which they asked to give m@édences concerning the way
budgetary control is one of the control systemsiuse controlling capitation grants at
MMC. Therefore, several opinions were raised bypoeslents but some of them tended

to be common as are presented in the followingyarra

... Budgetary control is one of the common control esyst used not only by
MMC rather by almost any government agency in adinig the capitation

grants accorded to them. For the case of publienary schools operating in
MMC used in this study, budgetary control is cohtigstem often performed by
mainly involving the number of students in primachools as the mere way to
help consolidate the school capitation grant bud¢reiother words, this process

involves making control over the budget linked tty anoney granted by the
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government for teaching materials, and learning enats for students enrolled

in government schools. Survey data, (2014).

In reality, findings presented in terms of citatianove have yielded the same evidence
as found in the preceding information. Based onfith@ings collected on the basis of
interview and presented above, the study had #aiablished that the budgetary control
in the kind of control system commonly applied ooly in MMC rather almost all
government agencies when making control over tipgateéon grants accorded to them.
More specifically, budgetary control is control ®m often performed at MMC by
mainly involving the number of students in primaghools as the mere way to help

consolidate the school capitation grant budget.

4.2.2 Expenditure Control

According to the findings, MMC performs the expduodk control by making sure that
the fund is disbursed timely to every school’s ardawvith clearly directives depends on
the available budget. Also MMC supervise the immatation of capitation of

Capitation Grants (CG) guidelines at the schoatllev

In order to ascertain the accurateness of the abodengs, the study had employed
interview in which respondents were asked to pm@wvitbre details and description on
how the expenditures are controlled in their arehsvorks specifically in primary

schools. This element was very useful for this wtad its findings have helped in
describing the whole process used in making cowtrexpenditure performed in there.
Thus, when giving responses, respondents were r@ugopinions, but most of them
were more common than other and are summarisedpesented in the following

manner.

... The expenditure control for the case of primaryosds in MMC is performed
by checking whether the allocated grants were coresliaccording to budget
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allocation with reference to time and specific amioaccorded to every school.
But also, expenditure control is carried often,assure the grants (funds) are
allocated and disbursed on time to every concerseldool’'s account and
whether all what needed to be covered in the bisdgetre done accordingly.
This process helps maintain adequate budget useaaeduate follow up of
procedures in budgetary use Source: Survey data, (2014).

Based on the findings presented above, it was fdbat the process of expenditure
control in performed by making sure all the allechtunds are given to every concerned
school by putting them in school respective accoimnsimple and clear terms, findings
presented above had elucidated that the expenddmméol involves checking out
whether the budget was performed according to thag vwas allocated and that all

expenditures conform with the stipulation of budgsith respective fund in it.

4.2.3 Report writing

The study’s findings show that, MMC ensures thdtosts prepare quarterly report
which shows income and expenditure of CG funds wlaice audited. These school’s
quarterly reports are compiled and submitted to RAS compilation and onward

transmission to MOEVT and PMO-RALG.

4.2.4 Communication

Then findings depict that, MMC ensures public disdre and transparent for the
amount of capitation grants received and expendedirecting the schools to present

these reports on the school board and school cortynun
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4.3 Presence of internal control of capitation grats in Morogoro Municipal
Councll

Table 4.2 — 4.4 presents internal control systentagiitation grants in MMC, these
includes; to check if capitation grants is receitt@dugh Banks, to check if the payments
of money related to capitation grants is done thhobanks and to examine if there is

bank reconciliation statement done every montthercapitation grants.

4.2.1 Receiving of capitation grants through Banks

In this context, the study focused on how well tamwn grants are managed. Before CG
issued to the school level the study interestezbtdirm on the model of payments so as

to analyse the controls available, Table 4.2 bgloegented the findings as follow:

Table 4.2 Receiving of capitation grants through Baks

Response
Frequency Percent

Available 150 100.4G

Source: Survey Data (2014)

Table 4.2 shows that all 150 respondents equivabeb00% agree that they receive the
capitation grant through Banks and therefore césiwa the model of issuing CG from
Morogoro Municipal Council to a schools level islingafeguarded this implies that

transactions for bank gives a good audit trail.

In similar vein, the study had strived to find ma@dences about the way in which
capitation grants are received by primary schaol8IMC. This was so searched based
on the fact that in the preceding findings, it visnd that most of grants accorded to

government agencies, especially to primary schaots given to them through
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depositing into every school’'s bank account. Treesfthe interest in this stance was to
ascertain the way public primary schools receivartieapitations as granted by the
government. However, results gathered on the lmdsiBis concern have revealed out

the following information.

... All the capitation grants are always received thghuour bank accounts.
They are allocated by the government and in tueytbet delivered to every
school's bank account. This is the common and st@hevay through which
most of public primary schools in MMC receive theapitation grants. After
receiving the capitation grant, normally, MorogoMunicipal Council often

provides direction about the controls and the maafaksuing capitation grants
to each respective school — whereby, from this dbetrol process is well
performed and adequate use of CG is well assuredl @&bove all, all the

expenditures and uses of CG are recorded by baoksyhich in turn all

transactions are carried in a respective bank whithurn give and direct audit

details in most precise manner Source: Survey data, (2014).

Findings collected on through interview and presérih terms of citation above have
revealed out that the only way through which priynachools in MMC receive their
capitation grants is the respective bank accouns Was so mentioned based on the fact
that majority of all interviewed respondents hageeatained the exactness of this fact.
In similar words, findings presented above haveidated that the fact of receiving
capitation grant through bank account facilitate gerformance of audit control since
all transactions carried over there can be screthi recorded, and in turn there is

adequate budget use.
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4.2.2 Payments for school facilities and servicesndered using bank accounts

All government primary schools opened current antan Capitation Grant as per
PEDP guidelines requirement. The study focuses odality to which payments are
done to different suppliers in terms of acquiriegahing facilities and services.Table 4.4

below presented the findings as follow:

Table 4.3: Payments for school facilities and seres rendered using bank accounts

Response Frequency Percent
Available 40 26.7
Not available 110 73.3
Total 150 100.G

Source: Survey Data (2014)

Table 4.3 shows the results that 40 respondentwadgnt to 26.7% agreed that the
payment of the money related to capitation grastdadne through banks. While 110
equivalents to 73.3% respondents said that the palyrelated to capitation grant is not
done through Banks. Therefore the findings revedlsd most of the payments of
facilities and services that related to capitatjpant are not done through banks. This
implies that audit trail can easily be lost if sowfethe transactions are done on cash

bases.

Having found the above findings, the study wasredted to know the way bank
transaction can facilitate the running of interaadlit and ensure the adequate use of any
capitation grant accorded to schools. This inforomatvas considered to be very useful
in the sense that the study assumed that bankat@mss are always carried in a
systematic way and every aspect involved in therstrba recorded accordingly to the

extent it is easy to carry any audit activity. Téfere, in order to find the logic about this
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matter, respondents were studied by interview ircvithey were asked to explain, the
way receiving capitation grants through bank act@am facilitate the performance of
internal audit. Their responses were collected arel summarised in the following

manner.

. Receiving capitation grants through bank accountvésy important and
above all it assures the security of fund usageis Tl because, every
transactional activity performed through bank mbstrecorded and in turn it
will be clear to make any evaluation in precise meam Based on this
understanding, it therefore, very easy for anynma audit to carry it auditing
activities with consistency and precision. But atbwough this phenomenon, the
internal audit will be afforded easiness of cariyiaudit activities and every step
and activity involved when either procuring, or plypng particular item will be
clearly scrutinised. So, the use of bank accoumnteteive capitation grants is
very useful to both internal auditors as well agptamary schools as it assures
the security of grants (funds) use and facilitatee undertaking of audit

activities... Source: Survey data, (2014).

Findings gathered from interview and presente@ims of citation above have revealed
out that the fact of receiving capitation grantotiyh bank is of great importance and
should be seen as the most secure way for keepicigusing fund. So, based on the
same findings, this study has established thatptexeof capitation grants by primary

schools facilitate both the adequate use of funggprmary schools as well as the

internal audit practice. The reason stated fromfith@ings above was that, bank have
huge stance of security for grants and facilitéesrunning of internal audit since every
transactions carried over there within a budgetdifcle must be easily scrutinised as the
result of having been recorded. Due to this findjntpis study urges all government
primary schools to place priority on opening acdowith required bank so that to

increase the security of funds and their budgegeisa
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4.2.5 Monthly Bank reconciliation statement on cajation grants

Bank reconciliation is one of the control tool onamaging funds movement i.e.

Capitation Grant in this aspect. Cash book recatshe school level need to be
reconciled with bank balances so as to have aecliatk balance. At least if monthly

bank reconciliation done then few risks like ovafticharges can be avoided since all
checks in transit can be identified. Table 4.4 Wwghoesented the findings as follow:

Table 4.4: Monthly Bank reconciliation statement o capitation grants

Responses Frequency Percent
Available 99 66.0
Not available 51 34.0
Total 150 100.0

Source: Survey Data (2014)

Table 4.4 shows that 99 respondents equivalent6tf% agreed that there is bank
reconciliation. While 51 respondents’ equivalent84.0% respondents said that there is
no bank reconciliation. Therefore the findings eded that most of the primary school
is performing the bank reconciliation in every nfoonh the money related to capitation
grant. Generally the findings give the reasonsoickude that in MMC there is internal
control system on capitation grants in primary sthothough some of the payments are
not done through banks.

These results shows that MMC has seen the impatahanternal control system as
argued by Storkey (2011) that, Internal controltesysis considered as a management
tool that serves as a means to achieve performareterofitability targets, and prevents
loss of resources of LGA as managing financial fiskvery important to modern
organisations.
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4.4 Effectiveness of the internal control systenspecially on in capitation grants
for primary schools

The contribution of internal audit to enhance progstribution of capitation grants,

receiving capitation grant through banks to enhgmmper distribution of capitation

grant, payments through bank to enhance properotis@pitation grants and banks
reconciliation statement monthly to enhance progerof capitation grants.

Also the indicators on the effectiveness of inércontrol system in capitation grants
were considered; these includes the enrolment ohgoy school pupils, Quality

improvement of teaching materials and educationdstads, availability of teaching

materials and adherences to procurement and fialanegjulations.

4.4.1 The contribution of internal audit to enhance proper distribution of

capitation grants

Internal Audit is one of the key components in th&ernal control system of any
organizations. In this stance, the study wantefthtbwhether the integration of internal
audit has or not helped MMC in improving propertualition of capitation grants.
Respondents were studied through a query from igmestire process which was
exactly requiring them to state ‘very well, welbtrsure, bad or worse’ if internal audit
contributes in proper distribution of capitatioragr

Respondents were largely accredited and even beligv possess intense information
and knowledge pertaining to the whole practice i internal audit as well as its

interventional actionslable 4.5 below presented the findings as follow:

46



Table 4.5: The contribution of internal audit to enhance proper distribution of
capitation grants

Responses Frequency Percent
Very well 30 20.0
Well 101 67.3
Not sure 9 6.0
Bad 5 3.3
worse 5 3.3
Total 150 100.4

Source: Survey Data (2014)

Table 4.5 shows that 30 respondents equivalentOf6 Pesponded “very well”, 101

respondents equivalent to 67.3% responded “wellggQivalent to 6.0% respondents
responded “Not sure”, 5 respondents equivalent .8%03responded “Bad” and 5

respondents equivalent to 3.3% responded “Worsethenstatement that how internal
audit enhance proper distribution of capitatiomgga

The findings justifies that majority of the respents agreed that the internal audit
enhance proper distribution of capitation grantgugh not at a maximum scale of

agreement as stated in the statement.

The study had further searched for other similadences on whether the application of
internal audit has been yielding a positive comntiitn in assuring there is appropriate
distribution of capitation grant to every respeetschool. The assumption in this regard
was that, the study wanted to find whether theafiseternal audit has helped the MMC
to get rid of any misconduct relating to distrilsutiof capitation grants. In other simple
words, the study wanted to know whether the apipdinaof internal audit should always
be seen as the mere instrument by which the adedisttibution of capitation grants is

apparent.
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In this respect, respondents were asked to exghairway internal audit contribute in
assuring there is effective distribution of capaat grants — whose findings are

summarised and presented in the following manner.

... The application of internal audit is a very vitaistrument and should be
regarded as the most powerful tool that assuresetingtable distribution of capitation
grants to any concerned primary school in the ceintd MMC. The reason is that
internal audit helps in preventing, detecting, aeaken controlling or monitoring any
activity involved in the budget performance. As ¢basequence, it is very difficult for
MMC to make the distribution of grants in an ungutedle manner, since every step in
this process must be known through the performafcaternal audit. But also, the
central essence of internal audit is geared towasddeviating and avoiding any
misconducts relating to fund usage along the budlfgetycle. So, it is in this manner
the how internal audit contribute on adequate dttion of grants to all coerend

primary schools in MMC.. Source: Survey data, (2014).

Based on the findings presented above, this stadlyfound that the contribution of
internal audit on effective and adequate distrdoutof capitation grants is seen in terms
of the role it plays in avoiding, alleviating, addtecting any mistakes that might occur
during the budget life cycle. But also, it is vatifficult to make misconduct on fund
usage in the presence of internal audit — since rarsgonduct of that kind can be
detected in most clear manner. Therefore, basetherfindings presented above, this
study has established that the integration of maleaudit has helped MMC in improving

proper distribution of capitation grants.

4.4.2 Receiving capitation grant through banks tenhance proper distribution
In this stage, the study used this aspect as ontheofelement in assessing proper
distribution of capitation grant via banks. Sincapifation Grant are distributed based

on the numbers of pupils available at schools thenstudy believed that if this funds
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distributed via banks chances of frauds and enarald be reduced, however logic
about this aspect needed to be confirmed by regmedoy employ questionnaires
which was asking respondents to state ‘very web]lvand Not sure’ if receiving
capitation grants through banks enhance properildison of CG.Table 4.6 below

presented the findings as follow:

Table 4.6: Receiving capitation grant through bankgo enhance proper distribution

Responses Frequencyf Percent
Very well 137 91.3
Well 6 49
Not sure 7 41
Total 150 100.4

Source: Survey Data (2014)

Table 4.6 shows that out of 150 respondents, 13p@oralents equivalent to 91.3%
agreed that receiving capitation grant through baekhance proper distribution of
capitation grant, 6 respondents agreed by sayingll*wand only 7 respondents
equivalent to 4.7% said they are not sure. Theeetbe findings justifies that when

capitation grant is received through banks, it @abgroper distribution.
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4.4.3 Payments through bank to enhance proper ctrol and uses of capitation
grants

In this context, the study wanted simply to ascéert@hether payments through bank
enhance proper control and uses of Capitation GrBntanalyzing related party
transactions, payments is one of the indicator wisitow relationship of suppliers and
the schools in acquiring school facilities and g=% in ascertaining amounts paid and
the services/facilities obtained. In this regariie study wanted respondents to state
‘very well, well and Not Sure’ if payments of thiglu bank to enhance proper control

and uses of capitation grants. Table 4.7 beloweptesl the findings as follow:

Table 4.7: Payments through bank to enhance properontrol and uses of capitation

grants
Responses Frequency Percent
Very well 15 10.9
Well 93 62.0
Not sure 42 28.0
Total 150 100.d

Source: Survey Data (2014)

Table 4.7 shows that 15 respondents which is atpnt to 10% responded very well,
93 respondents which is equivalent to 62.0% respomeell and 42 respondents which
are equivalent to 28% responded that they areuret 8asing on the results presented,
it justify that the payments of the money relateccapitation grants through banks on

different services, enhance proper use of capitgjrants.
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4.4.4 Monthly Banks reconciliation statement enhare proper management of
capitation grants

Since the money related to capitation grants ieived through bank, then bank
reconciliation in monthly bases is very importai. check if bank reconciliation on the
capitation grants enhance proper management ofatapi grants or not, Table 4.8
below presented the findings as follow;

Table 4.8 Monthly Banks reconciliation statement ehance proper management of
capitation grants

Response Frequency Percent
Very well 99 66.0
Well 51 34.0
Total 150 100.4

Source: Survey Data (2014)

Table 4.8 shows that among 150 respondents, 9%ndspts who are equivalent to
66.0% agreed by responding very well that the backnciliation on capitation grants
enhance proper use of it. While 51 respondents avheequivalent to 34.0% agreed by
responding well. Therefore the findings shows th#ttere is bank reconciliation on the
money related to capitation grants every month esihance proper management of

these capitation grants.
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4.4.5 Enrolment of pupils in primary schools in MMC from 2011 to2014

To justify the effectiveness of internal control tre capitation grants to government
primary schools in MMC the enrolment of pupils fmur years consecutively were
observed as shown in Table 4.9 below

Table 4.9 Enrolment of pupils in primary schools inMMC from 2011 to 2014

Year Expected Total Registered Total Percent
Boys Girls Boys Girls

2011 2907 3099 6066 3036 3185 6221 102.5

2012 2856 3096 5952 2786 2960 5746 96.3

2013 2685 2863 5548 3367 3412 6779 122

2014 3056 3110 6166 3011 3259 6270 101.7

Source: Primary Education Department Report of M{dQ14).

Table 4.9 shows the number of pupils registeredjoin standard one at MMC
government primary schools since 2011 up to 20IélEent expected for 2014 was
6166 pupils out of which 3056 were boys, and 5628e girls but actually 6270 pupils
were enrolled where by 3011 boys and 3259 were.githis shows that abolition of

school fees and effective internal control of cafgiin grants gives a positive results.

4.4.5.1 Quality improvement of teaching materials rad education standards

Findings show that education quality improved inmary schools due to the capitation
grants provided. The quality improvement has bebserved in terms of teachers’
effectiveness and ensuring adequate availabilitgaafd quality learning and teaching
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materials. But according to this study the findisgsws that there is no quality facilities
that are obtained through the capitation grantst ahowed in item 4.8.2. Also the

findings obtained through interview show that malsthe teaching facilities are not of

the good quality in relation to the syllabus whiehds to ineffective teaching of most of
the teachers and it leads to number of standarehdeavers who does not know how to
read and write. This implies that the standard db@ication are not met, hence
ineffectiveness of internal control system in MM& énable proper use of capitation
grants in bringing expected education outcome.

4.4.5.2 Availability of teaching materials

The study revealed that capitation grants is veewasive for acquiring learning
materials including books in order to satisfy theed of the pupils. The findings from
the interview which was made revealed that theilgamaterials particularly the books
are not of the high quality as it is expected. Alke facilities are not satisfying the
needs of the pupils. Some MMC staff revealed thera high misuse of the primary
schools capitation grants in such a way that tl#é 40books as indicated by Mnari and
Mwombeki (2012) is not properly used. So this shdkes ineffectiveness of internal

control system in MMC on Capitation Grants.

4.4.5.3 Compliance to procurement regulations

The findings show that there is no compliance tocprement regulations as it was
argued that most of the fund related to CG is aad ghrough Banks as indicated in item
4.2.4 of this study which does not comply with gfrecurement regulations. Some of the
purchases are done without tendering notice ansketbb tendering notice purchases of
teaching materials and books are bought witholehg specifications required on the

tender documents.
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Table 4.10 Compliance to Procurement regulations

Response Frequency Percent
Rare 92 61.3
Not sure 22 14.7
Often 36 240
Total 150 100.d

Source: Survey Data (2014)

Findings presented in table 4.10 above show thatpbl150 respondents 92 equivalents
to 61.3% said rare, 22 equivalents to 14.7% satdsoce and 36 equivalent to 24.0%
said often on the truth of the statement that sipgndf capitation grants follows the
procurement regulation. These findings reveled thast of the spending of capitation
grants do not follows the procurement regulationBerefore non compliance with
tender policy implies ineffectiveness on procuremprocedures as supported by

findings presented in the above Table.

4.5 The roles of internal controls on capitation gant implemented by MMC

The study also wanted to search on the role ofrnatecontrol on capitation grants
implemented by MMC. The results have been presant@édble 4.11-4.12 below.

4.5.1 Internal control enhances proper preparatias of financial reports

The questionnaires for this item provided scalensieto be selected among strong
disagree, disagree, not sure, agree and strong.aghe respondent was required to
choose one among the given alternatives basingsheh level of agreement with the
statement that internal control enhances propepapagions of financial reports. The

findings were presented in Table 4.10 below.
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Table 4.11:  Internal control enhances proper prepeations of financial reports

Response
Frequency Percent
Not sure 17 11.3
Agree 20 13.3
Strong agree 113 75.3
Total 150 100.4G

Source: Survey Data (2014)

From Table 4.11 above, the results show that oul58f respondents, 17 who are
equivalent to 11.3% said they are not sure, 20 at@oequivalent to 13.3% said they
agree and 113 who are equivalent to 75.3% said gtvengly agree with the statement

thatinternal control enhances proper preparationsnainicial reports in MMC.

In similar stance, the study was interested to fiftether the application of internal
control played a role in influencing the prepamataf financial reports relating to the
usage of grants allocated to primary schools in MMQGChis respect, however, the study
intended to know whether the preparations of fimgneceports was effectively
undertaken as the consequence of applying inteowirol over the use of grants in
different government schools in MMC. In fact, tle@dldwing opinions are some of the
common responses given by respondents from theviewe question that asked them to
explain whether the application of internal contiak helped the appropriate preparation

of financial reports in their respective primarygols and how.

... The presence of internal control has been playingey significant role on
adequate preparations of financial reports in mpsary schools operating under the
control of MMC. In clear views, internal controlgyls role by influencing the adequate

use of grants allocated to them due to the reabkahwith internal control there is an
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aspect of adequate budget performance — the phemamaevhich in turn forces the
concerned staff to prepare financial reports that garallel with the way budget was
performed within a specific period of time. Thisame that it is easy for finance
professionals to get the insight about every stah item used relating to grants and in
turn they prepare financial reports that are adetgiand which provide clear details
about financial usage in most precise manneSource: Survey data, (2014).

Findings presented above have shown that the rfolaternal control on the proper
preparation of financial reports is apparent. Thpasentness of its role is because,
internal control influence the adequate and systiemige of capitation grants — then in
turn it becomes easy for financial reports to beppred adequately since there will few
misconducts occurred in there.

4.5.2 Enhancing availability of facilities and proger teaching in primary schools

Morogoro Municipal Council issuing Capitation Graot schools with directives for

acquiring teaching facility and administrative issu The study focuses on the
availability of teaching resources as an indicavbr proper utilization of CG on

achieving the expected results i.e. proper teachimdj facilities controls, In order to
have facts this variables, respondents were needsthte whether they ‘Disagree, Not
Sure, Agree, and Strong Agree’. The findings weesented in Table 4.10 below.
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Table 4.12:  Enhancing availability of facilities ad proper teaching in primary

schools
Response Frequency Percent
Disagree 24 16.0
Not sure 23 15.3
Agree 99 66.0
Strong agree 4 2.7
Total 150 100.d

Source: Survey Data (2014)

Table 4.12 above show that out of 150 respond@dtsespondents who are equivalent
to 16.0%, disagreed, 23 respondents who are eeguivéd 15.3% were not sure, 99
respondents who are equivalent to 66.0% agreedtardpondents who are equivalent
to 2.7% strongly agreed with the statement tharidl control on capitation grants in
MMC enhances availability of facilities to enharm®per teaching in primary schools.
This implies that the desired results for the aldé controls are met when MMC whole

system monitored.

4.5.3 Helping MMC to comply with the capitation gants regulations

In order to facilitate the implementation of CGe tkovernment provides funds to the
council and schools. All schools managed to opemnk keccounts namely capitation

account. With the assistance of the council, schoaolv do smoothly operation of their

accounts and this help to make proper bank traiosactThe Municipal council assists

in the overall control and use of school funds btharising cheques in order to ensure
that funds are used in accordance to stipulatedcties and subject to school

committees’ approval. As for the previous parts régpondents were required to show
their level of agreement with statement, and thsilte were presented in table 4.13
below
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Table 4.13:  Helping MMC to comply with the capitaton grants regulations

Response Frequency Percent
Not sure 20 13.3
Agree 125 83.3
Strong disagree 5 3.3
Total 150 100.d

Source: Survey Data (2014)

The findings from Table 4.13 show that out of 188§pondents 20 who are equivalent to
13.3%, said they are no sure, 125 who are equivateB3.3% agreed and 5 who are
equivalent to 3.3% strongly agreed with the statartigat internal control on capitation

grants helps MMC to comply with the capitation dsaregulations and hence proper

management of capitation grant.

4.6 Variable of value for money on CGs expendit@s

The study revealed that the success of CG speheidegree to which it attains its set
objectives by utilization of resources economicakyficiently and effectively. It is

further revealed that Value for Money is improvedrieducing costs and maintaining
the same level of output in terms of goods andisesvrendered. To assess Value for

money the following were observed:

4.6.1 Quality on goods and services for CGs expemuties

The questionnaires for this item provided scalengdo be selected among Rare, not
sure, and often. The respondent was required tosehone among the given alternatives

basing on his/her level of agreement with the statd that there is a quality on goods
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and services for every shilling of Capitation Grapént. The findings were presented in
Table 4.14 below.

Table 4.14:  Quality on goods and services for CGxpenditures

Response Frequency Percent
Rare 88 58.7
Not sure 24 16.0
Often 38 25.3
Total 150 100.d

Source: Survey Data (2014)

Table 4.14 above shows that out of 150 respond88tsvho are equivalent to 58.7%
said rare, 24 who are equivalent to 16.0% saidsooe and 38 who are equivalent to
25.3% said often, on the statement that spendinth@fcapitation grants is of high
qguality on goods and services. Basing on the nigjari the response, the findings
justify that the goods and services that are obththrough the capitation grant is not of

good quality.

Therefore, these findings provide a good sight towthe effectiveness of the internal
control in MMC, meaning that if the internal coriteystem is effective, then it would
have monitored all the spending of the capitaticants to provide quality goods and
services in relation to the fund spent. The intecatrol of MMC lacks of quality
assurance/ evaluation team which could be usedtoton and evaluating the standards

of material as per capitation grant guidelines.
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4.6.3 Cost in relation to quality of goods and séces

The Capitation Grant funds are directly channeteddhools, which could be used for
physical inputs by the schools discretion. The sast physical inputs like teaching

materials (e.g. chalks, books and pens) need @sbessed in relation to the quality of
output of teaching facilities and services. Thesfjeanaires for this item provided scale
items to be selected among rare, not sure, oftenvany often. The respondent was
required to choose one among the given alternalbi@ssg on his/her level of agreement
with the statement that there is a reasonabletodbe quality on goods and services for
every shilling of Capitation Grant spent. The fimgs were presented in Table 4.15

below.

Table 4.15: Cost in relation to quality of goodsad services

Response Frequency Percent
Rare 120 80.0
Not sure 18 12.0
Often 11 7.3
Very often 1 7
Total 150 100.d

Source: Survey Data (2014)

The findings presented in Table 4.15 shows thatodut50 respondents 120 who are
equivalent to 80.0% said rare, 18 who are equivdted?.0% said not sure, 11 who are
equivalent to 7.3% said often and only one responsi@d very often, for the statement
that Spending of capitation grants is of reasoneb#t in relation to the quality of goods
and services provided. The results justify thatr8ipgg of capitation grants is not of

reasonable cost in relation to the quality of goawid services.
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These findings revealed that the value for caneadhieved if the cost of the goods and
services are not proportional to its quality. Tharest be effective ways in MMC of
improving value for money as argued by Kaplan (32089 LGFAR (2000) that the
most effective way to improve Value for Money is f@glucing the level of irregularity
and fraud through improvements in the Governmenttem of internal financial
control.
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CHAPTER FIVE

CONCLUSION, RECOMMENDATION AND POLICY IMPLICATIONS

5.0 Introduction

This chapter presents the conclusions, policy icapion and recommendations of the
findings on this study that was about the analgfishe effectiveness of the internal

control on capitation grants to the government prinschools.

5.1 Conclusion

Generally, this research examined the effectiveredsiternal Control Systems on
capitation grants to the government primary schaol#lorogoro municipal council.
The findings have shown that in MMC there is intdroontrol system on capitation
grants to government primary schools. These cosyslem that are available in MMC
council are; Internal control on capitation grantdernal audit on capitation grants, all
the capitation grants are received through bank$ mwonthly bank reconciliation

statement on capitation grants to government pgireelools.

The findings have further revealed that in MMC, gleyments of school facilities and
services related to the capitation grant are noedbrough banks. This situation does
not comply with the procurement guidelines and tedjoin grants guidelines that require
the payment to be done through banks for easy neamagt and auditing of this fund.
The findings have justified that if all the abov#ernal control system available in
MMC was well implemented then the control systemuldobe effective in the
management and uses of the capitation grants tgdhernment primary schools. The
study have reviewed that the effectiveness of hermal control system in MMC is not
effective in all the spheres due to the weaknes$edlowing the payment of school

facilities and services for the money related t® thpitation grants to the government
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primary school to be done in other ways rather nkystem. This is a weakness since

it reduces audit trail.

The internal control in MMC is ineffective sinceetBtudy have revealed that there is no
value for money on the school facilities and sexsipaid up by the money related to
capitation grants. This conclusion have been drduento the reasons that; spending of
the money related to capitation grants are nob¥ahg the procurement regulations and
spending of the money related to capitation gratsot of the high quality on school
facilities and services in relation to the pricadpalso from the interviews made by
some of the respondents it shows that there is uchnmformation to stakeholders on
how the money are spent, since information andevédu money are very much related
as it was argued by DiNapoli, (2007 INTOSAI, (2004hat there is statistically
significant relationship between Information andr@ounication and Value for Money

in local Governments.

Lastly the study have found that, on the effectiges of capitation grants, most of the
government primary schools are incorporating th@tadon grants in the school plans
and they are keeping some of CG transactions regorsichools as it is required by the
financial requirements. But contrary to this, tipersding of money related to capitation

grants are not complying with the PEDP and procergrguidelines in a great extent.

5.2 Policy implications

The findings of this study provide a chance to fi@icy makers to review the
controlling and auditing process that help therimaé auditors in local government to
work effectively in supervising the uses of the jpufunds provided for different public
functions. It also provide a room for more explamaton the effectiveness of the current
situation of providing fund to the government sdsaagainst the demands of schools’

teaching and learning materials.
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5.3 Recommendations

5.3.1 Internal Control System Reviews

Having known the level of effectiveness and sigaifice of Internal Control Systems on
capitation grants to government primary schoolslarogoro Municipal Council, Local
Governments need to ensure that they continuoushew these Internal Control
Systems so as to ensure that they are operatiowatd the achievement of the desired

goal on every public fund for the development & tountry.

5.3.2 Planning and Budget Setting

Moreover since CG is distributed based on the nundfepupils available at the
government primary schools, then it is necessartife authority to verify the actual
number pupils obtained from the head teachers bgwting auditing so as to minimize

the risk of incurring cost on dummy pupils

5.3.3 Cost Controls

For further studies | recommend to be done on #aé cost that covers the study of a
single student in government primary schools thitprovide effective outcome. Also
the study should be on the reason for the delath@fcapitation grants from the top

authority to the government primary schools.
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APPENDIX |

QUESTIONNAIRE
Dear Respondents,

| am EDWARD TEMU a student at Mzumbe University.eTintent of this survey is to
study the effects of internal control systems imatang education capitation grants in
local authorities. The research is conducted inigdafulfilment of the requirement for
the degree of Master of Accounting and Financeould be very grateful if you could

take about 15 to 20 minutes in filling this queshaire.

Your feedback is very important and your answel lve kept in strict confidence and

will be used only for the purpose of this study.

PART A; PERSONAL INFORMATION

1. Your gender (a) Male [ ] (b) Female [ ]

2. Education level (a) Primary [ ] (b) O-level [ (¢) A-level [ ]

(d) Certicate [ ] (e) Diploma [ ] (f) Degree [] (g) Masters [ ]
(h) Others | ]

3.Age (a) 18-3¢ | ] (b) 35-55 | ] (d)B6

PART B; INTERNAL CONTROL SYSTEMS RELATING TO EDUCAT ION
CAPITATION GRANT

1. Are there any internal controls in managing primaglycation capitation grant?
a) Yes b) No c) | don’'t know
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2. The following are expected internal controls expddb be in place, show if these

internal controls are available or not.

Internal control Available | Not Available

Existence of internal Audit

All money relating to CG are received through bank

All  payments relating to CG are done through

cheque/bank

Preparation of Bank reconciliation monthly

3. To what extent does each of these controls enhamoger distribution of capitation

grant? Rank the extent from 1(very well) to 5(wgrse

Internal control 112|3| 4|5

Existence of internal Audit

All money relating to CG are received through bank

All payments relating to CG are done through chéuzarek

Preparation of Bank reconciliation monthly

Key; 1=very well 2=well, 3= Not sure, 4=Bad, 5=wers

4. The roles of internal controls on capitation granplemented by MMC are as
follows; show your agreement or disagreement on dteement by ranking
1(strongly disagree) to 5(strongly agreed)

Role 112(3|4|5

Internal controls helps management in preparatiénfimancial

reports and that ensures information to be faigspnted
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Internal controls within a MMC encourage efficiemd effective usg

1%

of capitation grant to optimize the Teaching andarbéng and

Materials (TLM) at primary schools.

Having established internal controls, MMC can complith

regulations involved with capitation grant

Key; 1=Strongly disagree, 2=Disagree, 3=Not suresagiee,
5=strongly agree

5. In general what do you consider to the contributdbrthe available internal control
system in achieving the effective distribution apitation grant in primary school?
a) High (b) Average (c) Low

PART C; THE LEVEL OF VALUE FOR MONEY ATTAINED

ECONOMIC;
6. Rank the following statements on economic variablealue for money. Rank from

1(very rare to 5(very often)

Statement 1/12(3|4|5

Capitation grant spending have been following prement

regulations

All spending (goods or service) have been of higality

The spending of goods or services have been ofomeate cos

compared to its quality

Key; 1=very rare, 2=Rare, 3=not sure, 4=often Sywadten

EFFECTIVENESS
7. Rank the following statement on the effectivenelsgthe use of capitation grant at

primary school. Rank by showing your agreementissgteement on the statement
Statement 1/2/3]4|5

We have been incorporated capitation items in thea plans

We have been complied with PEDP financial and pement

72



guidelines

We have been keeping capitation transactions restosdr school(s)

Key; 1=Strongly disagree, 2=Disagree, 3=Not suragiee,

5=strongly agree

EFFICIENT
8. How do you rank the inputs (costs) used in relatibgoods/service obtained?

a)Very efficient b) efficient c) inefficiency
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ABSTRACT

This study was aiming at analysing the effectivenest internal control systems in
managing education capitation grants in local gowvemt authorities in Tanzania, the

case of Morogoro Municipal council.

The study interviewed 150 respondents using questices. However, the study
employed convenience and purposively sampling ntetbselect Teachers, school and
auditors, accountants, statistic logistic officexs well as politician respectively. In
addition the study analysed data collected by eympdp descriptive and descriptive

statistics using frequencies and percentages.

The findings revealed that the internal controlteyson the capitation grants in local
governments, in particular Morogoro municipal cauns ineffective. Most of the

payments of the money related to capitation granésnot done through banks. Also
there is no value for money on the goods and sesvibat are obtained through

capitation grants.

In view of the findings above, the study recommehthat the available internal control
system in Morogoro Municipal council should be iemlented and improved to be more

effective so as to achieve the goal of proper mamagnt of capitation grants.



TABLE OF CONTENTS

CERTIFICATION oottt ettt ettt e e et e e e s b e e e [
DECLARATION AND COPYRIGHT ..ot ee e i
ACKNOWLEDGEMENTS ..ottt ettt ee e i
ABBREVIATIONS AND ACRONYMS ...ttt iv
ABSTRACT oottt ettt ettt et e e st e e e e bt e e e e b bt e e e rnae e e nrree e e Vv
TABLE OF CONTENTS ...ttt ettt st e ettt e et e e e e nnnbe e e e ane Vi
LIST OF TABLE ...ttt ettt e e e nnneeees Xi
LIST OF FIGURE ...ttt ettt ettt e e Xii
CHAPTER ONE ...ttt ettt et e et e e e anb b e e e e s 1
(0] (a1 doTo [FTox 1 o] o HU PP PP PP PPPPPPPP 1
1.1 Background Of the STUAY ............uuimmmmmmriiie s 1
1.2 Statement of the Problem ... 3
1.3 ODbjectives Of the StUAY ..........uueiiiiieiie e 4
1.3.1 General ODJECLIVE. .......coooiii ettt enmnee e e s eeeeeeeeseees 4
1.3.2 SPECIfiC ODJECHIVES....ccci i i eeeeee e ee e eeeneees 4
1.4 ReSearch QUESTIONS ............uuuuui et e e e e e e e e e e e e e e eeeaee e e e e e e eeennens 4
1.5 SCOPE Of the STUAY ...uvviiiiiiimmmmme s 5
1.6 Significance of the StUAY ... 5
1.7 Limitation of the StUAY .........oooiiiiiiieiie e e e eeeees 6
CHAPTER TWO .ottt ettt s bt e e e st e e e s enneee s 7
LITERATURE REVIEW . ..oiiiiiiiiiee sttt e e et e ettt e e e sttt a e e e e nnsneneeeann 7
2.0 INEFOAUCTION ..ceeiieee ittt e e e e e e e e et n e e e e e e e e e e nees 7
2.1 Definition of KeY TEIMS .....coiiiiiiiiit e 7
2.1.1 Internal Control SYStemMS (ICS) ...coi oo 7
2.1.2 Capitation GrantsS ......cccoioiiiii ettt ettt e et e e e e e e et e e e e e aaaaeaeaaes 8
2.2 Theories of Internal Control SYStemMS ..o 8

vi



2.2.1 Dempster-Shafer Theory of Internal Control..............coevuviiiiiiiiiiiiiiiiiiiiieeeeen. 9

2.2.2 Agency Cost Theory of Internal Control...........ccoooeeioiii e, 10
2.3 Internal CoNtrol SYSEMS ........oiiiiiieceeeeeiieiieieiiiiietieeiebaaeebe bbbt mnnmneeseeeeesee e 11
2.3.1 Types of Internal CONLIOIS .........uuueeee e 11
2.3.1.1 Preventive CONMIOIS ..........u it et eemmmmi e e ene e seeneaes 12
2.3.1.2 DeteCtiVE CONMIOIS. .. .ciiiiieiiiiiiiiiee it e e e e e 12
2.4 Components of Internal Control system ..., 13
2.4.1 The control ENVIFONMENT ......cooiiieiiiii et ee e e 13
2.4.2 RISKASSESSMENL ... 14
2.4.3 CONIOl ACHVITIES .....eieeiiieeeiee e ettt e e e e eesesrr e e e e e e e e ans 15
2.4.4 Information and COMMUNICALION .......coeeeeeririiieieeee et eeeeeen s 15
P I Y o] a1 (o] o PP PPPPP PP 16
2.5 Capitation Grant in Local government Education...................euvveveeieiniiininnn. 16
2.6 Capitation Grant Governance in public sertdustry.............ccccccvviviiieienennnn. 17
2.6.1 The CiVIC ENQAJEMENT......uuuiiirrrtmmmmmmns s ssasssssasssssssssssssssasssssssssssssssssnsnes 17
2.6.1.1 CitiIZENS' AQEINCY ..ciiiiiiiiiiiiiiet ittt ettt e e e e e e e e e e e e e e e e e eas 18
2.6.1.2 VOIUNTEEIISIM ....tiiiiiiiie e ettt eeeee ettt e e e e e e e e e eeesn e e e e e e e e e aans 18
2.6.1.3 POlitiCal AWAIENESS .......cooiiee e e 18
AT Yol o T To ] I ANE | (o] o] 1 4|V PP 19
2.6.2.1 School Decision-Making POWET ........coacamiiiiiiiiiiiiiiieiiiiiiniieeeniieneennsieeneeees 20
2.6.2.2 Share of OWN SOUIrce REVENUES ... coummennennnniniinninneanennesneennensnmneenes 20
2.7 Ways to Achieve Successful Value for MON@Y............eevveiiiiiiiiiiiiiiiiiiiiiiiiines 21
2.7.1 To eradicate waste in benefits services ggEeand Systems .................ccoeeeeeee.
2.7.2 Local Governments control over the use afUBEeS ..., 21.
2.8 Empirical Literature REVIEW ............iicccaciiiiiiiiiiiiiiiiiiiiiiiie i e e 22
2.9 Conceptual FramEWOIK ..............u.esmummmmnsssssnnnsanssasaasssssassasssssassssssssssssssssssnsnes 25
CHAPTER THREE ....ooiiiiiiiiie ettt et e e e snaan e e e ee e e 27
RESEARCH METHODOLOGY  ...ciiiiiiiiiiiiie ettt 27
3.0 INFOAUCTION ... e 27



.l SHUAY AT .. e 27

3.2 RESEAICN DESION ... e 27
3.3 StUAY POPUIALION ...t e 28
3.4 Sample Size and Sampling TechniqUe ..., 28
34,1 SAMPIE SIZE ... e 28
3.4.2 Sampling TECANIQUES .......uuiiiiiiirceeee e 29
3.4.2.1 Purposive Sampling TEChNIQUE. ... 29
3.4.2.2 Convenience Sampling TEChNIQUE...cccceceeeeeiieieii e, 30
3.5 Data Collection Methods ........ccooiiiii e 30
3.5.1 Questionnaire Method................commmmeeeeeeeeiiiiiee e e e e eeee e 30
3.5.2 INtervieW MEthOd ........coiiiiiiii i ceeeeee e e 31
3.5.3 DOCUMENLAIY REVIEW ... .uuuuiiiiiiiitimmmmmm s ssssss s s ssssss s asesssas e e s s sesssnsssnnnsne 31
3.6 Data AnalysisS MEthOUS...........coiiiicemmeeveeveeieeiviiiibviie bbb seeeeeseeees 32
3.6.1 Qualitative Data ANAIYSIS ......ccooiii e 32
3.6.2 Quantitative Data ANAIYSIS ........uuuurrruuerreiiiiiiiiiiiiiirineeeeeenreee—————————— 32
3.7 Ethical CONSIAEIAtION ......uei e 32
CHAPTER FOUR ...ttt e et e e et an e e e e nnsaeee e e anaeeeas 34
FINDINGS AND DISCUSSION ....cciitiiiieiiiiiiie et eieee st e i 34
4.0 INTFOAUCTION ...ttt ettt 34
4.1 Socio-economic characteristics of reSPONUENLS............vvvvvvvevirivimeiiiiireininienne. 34
4.2 Types of internal control existing in MMC.............cccoiieeeeeee, 38
4.2.1 Budgetary CONIOL........coooi i ee e eenene 38
4.2.2 EXPenditure CONIOL........oueiiiiiiiieeeeee e 39
4.2.3 REPOIM WIIEING «eeeeieiiiiiieeieiee ettt ettt e e 40
4.2.4 COMMUNICALION ...ttt et e e et e e e e e e e e e e e e e aaaaaeeaas 40

4.3 Presence of internal control of capitatiomggan Morogoro Municipal Council ..41
4.2.1 Receiving of capitation grants through Banks...................euvviviiiiiiiiiniiiiienn. 41

4.2.2 Payments for school facilities and servieeslered using bank accounts........... 43

viii



4.2.5 Monthly Bank reconciliation statement onitaton grants............ccccceveeveveeeennen. 45
4.4 Effectiveness of the internal control systespeeially on in capitation grants for
PHMATY SCROOIS ... e 46

4.4.1 The contribution of internal audit to enharmproper distribution of capitation

0 =0 PP 46
4.4.2 Receiving capitation grant through banksrtbance proper distribution............ 48
4.4.3 Payments through bank to enhance propetrotoand uses of capitation

(0= T 1 57T PPPPPPRPPPR 50
4.4.4 Monthly Banks reconciliation statement enlegmoper management of capitation

[0 =T 1 PP UPPPPPR 51
4.4.5 Enrolment of pupils in primary schools in MMIGm 2011 t02014 ..................... 52
4.4.5.1 Quality improvement of teaching materiald aducation standards ................. 52
4.4.5.2 Availability of teaching materials ... 53
4.4.5.4 Compliance to procurement regulatioNS . .oooeeeeeeeeeen e 53
4.5 The roles of internal controls on capitatioarny implemented by MMC................ 54
4.5.1 Internal control enhances proper preparatad financial reports............ccccc...... 54
4.5.2 Enhancing availability of facilities and pesgeaching in primary schools.......... 56
4.5.3 Helping MMC to comply with the capitatioragts regulations.......................... 57
4.6 Variable of value for money on CGS eXPeN@BUL...............euvuruererermmrmnnnnnnnnnn 58
4.6.1 Quality on goods and services for CGS expiarei ...............cccevvvviineeeeeeeennns 58.
4.6.3 Cost in relation to quality of goods an/BRES .............eeviiiiiiiiiiiiiiiiiiiiiiieeeens 60
CHAPTER FIVE ..ottt te ettt e ettt e e et e e e e s e e e e anaaeeennes 62
CONCLUSION, RECOMMENDATION AND POLICY IMPLICATIONS .......... 62
5.0 INrOAUCTION ... 62
5.1 CONCIUSIONS ...ttt ettt ettt ettt sttt st bemmeme e e e et eeeeeeeeeeeeees 62
5.2 POlICY IMPIICALIONS .....cciiiiiiiiiii ittt e nsannenes 63
5.3 ReCOMMENAALIONS ....ccceiiiiiiiiiiiiiiee et e e 64
5.3.1 Internal Control SYStemM REVIEWS.......ccvmeeeeieeeeeieeieeeeeeeeeeeeee e 64



5.3.2 Planning and

Budget Setting .......ccooeeeee e 64

SRS I 001y 010 ] 1 (0] LT 64
REFERENCES . ... oo e ettt e e e e e e e e e e e aenas 65
APPENDIX | QUESTIONNAIRE ... e 70



LIST OF TABLE

Table 3.1: Selection of Sample Size .......ccccceeiiii 29
Table 4.1 Socio-economic characteristics of respot®l..............cccceviiiiiiiinennn 35
Table 4.2 Receiving of capitation grants throughl&a.................cccccvvvviniiiniiiinniin 41

Table 4.3: Payments for school facilities and sswvirendered using bank accounts....43
Table 4.4: Monthly Bank reconciliation statementoapitation grants ........................ 45
Table 4.5 The contribution of internal audit to anbe proper distribution of capitation
[0 =T 1 PP UPPPPPR 47
Table 4.6: Receiving capitation grant through bawoksnhance proper distribution .....49

Table 4.7: Payments through bank to enhance propetrol and uses of capitation

(0 =11 53 PP PP 50
Table 4.8 Monthly Banks reconciliation statementance proper management of

(or= o1 =1 (ol I e | £ o £ TSP 51
Table 4.9 Enrolment of pupils in primary schoolMMC from 2011 to2014.............. 52
Table 4.10 Compliance to Procurement regulations.............ccccoeeeeeeiieeiiieeeeee, 54
Table 4.10 Internal control enhances proper préijpasaof financial reports................ 55

Table 4.11: Enhancing availability of facilitiescaproper teaching in primary schools 57

Table 4.12: Helping MMC to comply with the capitatigrants regulations ................. 58
Table 4.13 Quality on goods and services for C@eBaitures ...........ccccceeeeeeeeeeeevnnnns 59
Table 4.14 Cost in relation to quality of goods 8ROVICeS ..............cccooeiiiiiiiiinnnnn 60

Xi



LIST OF FIGURE

Figure 2.1: Conceptual framework

xii



CHAPTER ONE
1.0 Introduction

This chapter introduces the study by presentingintreduction section, followed by
background of the study, statement of the probleesearch objectives, research
guestions, scope and limitation of the study, sigamce of the study, and organization

of the study.

1.1 Background of the Study

Historically Tanzania has a long history of funaoiing local government, starting with
the Native Authorities Ordinance in 1926. In 19#f local government was abolished
and replaced with a direct central government rdlbe local government was
reintroduced in 1982 when the rural councils an@lrauthorities were re-established
(Jaba, 2010). The local government elections tdakepin 1983 and established the
functions of councils in 1984. The LGRP  coveredrfareas: political
Decentralization, financial decentralization, adistirative decentralization, and
Changed central-local relations, with the mainlagmvernment having over-riding

powers within the framework of the Constitutionn&iAnno; Kuusi 2009).

Local Government in Tanzania for many years has lbequired to develop and adhere
to effective Internal Control Systems (ICS) in arde attain Value for Money (VFM)
particularly in development expenditure Matrix (Des; 2007). These Internal Control
requirements have increased significantly due tanareased awareness of people and
the members of parliament that has led the govemhrok Tanzania to establish an
independent internal control organ following the émdments of the Public Finance Act
(PFA) CAP 348 in 2010.



Decentralization mandates Local Government(LGncduo set up effective Internal
Control Systems (ICS) that ensures the reliabibtyd integrity of information,
compliance with policies, plans procedures, lawd gegulations, safeguard of assets,
check on the misappropriation of their resourcesyall as proper authorization of
expenditure and regular update of books of @ in order to attain Value for
Money (Lubabah, 2009; Assimwe & Nakanyike, 2007; AG 1997).

Primary education is one of the key sectors thagthvernment of Tanzania has selected
to be one among the priorities under the “Big RisshNbw” (BRN), whereby the aim of
making more development in this sector startedcaffely when the government
established the so called the capitation grantsherprimary and secondary schools in
2002. Establishment of capitation grant system geared toward compensating the
revenue loss in schools due to the abolition ofosttees and contributions. The
introduction of the capitation grant allowed chddrfrom all wealth backgrounds to go
to school and hence reducing social exclusion ddreh from poor households could
now afford to attend school. Net enrolment ratesersharply from less than 60% of
eligible school age children in the year 2000 taemibian 95%t since 2006 (Hakielimu
Report, 2010).

Since the Tanzania Government invests large sumsnafey in the Schools as
Capitation grant, the outputs in terms of teacland learning materials are expected to

match with development expenditures, which is hetdase (CAG Report, 2010).

In addressing the problem, The Tanzania Local Gowent Authorities have been
going on many reforms in the area of Public Far@nManagement (PFM) since 1998
under the name Public Financial Management RefaogrBmme (PFMRP) as well the
introduction of Decentralisation by Devolution (p D) policy which intends to provide

autonomous power to local authorities hence be watable, transparency and be

assessed on their performance.



1.2 Statement of the Problem

As local governments have been given powers thralggentralisation, government
primary schools began being managed by the locatrgment authorities (Issa, 2004).
This management of public primary schools enhancgsiementation of various
education activities and improves the quality ofication offered in primary schools.
However, Mushi (2006) shows that there are findneianagement malpractices that
entail collusions between school committee chasgpes and head-teachers, and
between head-teachers and District Primary Edutatidficers (DPEOs). These
malpractices of collusions undermine the efforteedby the government and hinder the
implied transparency and efficiency of the diragbgort to schools. Moreover, Halleck
and Poisson (2007) list a number of malpracticeh s use of educational funds on
unplanned activities such as to cover irregularnpayts. Also there have been a
problem of capitation grant being underfunded fxareple a 2004 public expenditure
tracking study (PETS) administered by REPOA foumat ¥0% of capitation grant did
not reach the school level on time (Hakielimu EdwceBrief No 7.2E, 2010). On their
report REPOA also argued on the complexity systéndisbursement of capitation

grant.

Therefore, the problem of misuse of public fundsasprevalent even when funds are
allocated fairly across schools at the individeadel. Thus, increasing capitation grant
disbursements to primary schools may not be a ganfoe improving quality of public

primary schooling in Tanzania. However, full capda grant can be prioritised on the
budget, a clear disbursement system and clear slehadd transparency in all levels
may increase the efficient use of these public sukdirthermore there is no clear study
or auditoria report that has shown the chance efititernal system in our district

councils in supervising the allocation and useghef capitation grant in government
primary schools. Therefore, this study will analylse effectiveness of internal control

systems in managing capitation grant for governmentary schools in Tanzania.



The study was interested on analyzing the effectige of the internal control by
considering the already received funds by the lacghorities and the management of

the funds at the primary schools.

1.3 Objectives of the Study

The study is designed to achieve a general obgdivd narrowed down to three

specific objectives as presented below;

1.3.1 General Objective

The general objective of this study was to anatyeeeffectiveness of internal control
systems in managing education capitation grant®aal government authorities of
Tanzania particularly funds allocated in primaryeation in Morogoro municipal as a

study area.

1.3.2 Specific Objectives
The specific objectives of the study were as foow
i. To find out the presence of the internal contradtegn on the capitation
grants in primary schools.
ii. To examine the effectiveness of the internal cdnggstem in capitation
grants in primary schools.
iii.  To examine Value for Money attained on the camtatgrants granted to

primary schools in the study area.

1.4 Research Questions

i. Is there internal control system on the capitagmants in primary schools?
ii. How effective is the internal control system in itajon grants in primary

schools?



iii.  What is the Value for Money on the Capitation gragnanted to government

primary schools?

1.5 Scope of the Study

Public funds not only capitation grant have compggtem of disbursement, however
when followed in transparency, it reduces compland the misuse. The study was
interested on analyzing the effectiveness of therimal control by considering the
already received funds by the local authorities tiedmanagement of the funds at the
primary schools.

The study focused at these two lower levels indisbursement process due to two
reasons. One there some argument that money rddeykcal councils for capitation
grant are not sent all or sent partially or delaggegrimary schools as directed. Second,
it will be in researcher’s capacity to obtain dataone among the stake holders and

collect data given constraint of time of the reskar

1.6 Significance of the Study

The study will help the policy makers realize treed to have and implement effective
Internal Control Systems in the implementation @f&opment grants which in turn will

help achieve Value for Money to the intended uséthese development programmes.

1.6.1 To Local Government Authorities

The study will generate knowledge to link Inter@bntrol Systems and Value for

Money which will guide Policy makers in the plangifor the public resources.



1.6.2 To the Finance and Accounting Practitioners

The study will be helpful to all academicians amdgtitioners in finance and accounting
management. The study will help them generate kedgd on the way internal control

should be practised in a reliable manner to hedp firms safeguard their assets.

1.6.3 To the Researcher (s)

The study has helped the researcher to acquirelkdge and understand the techniques
of doing research. Above all, the study has hethedesearcher to have knowledge on
internal control systems in local governments -itsdindings informed him on how
internal control may be the tool for MMC to achieeffective VFM of education
capitation grants. Also, the Study will enable segrcher to complete master’'s degree in

Finance and Accounting.

1.7 Limitation of the study

The study concentrated only to Morogoro Municipabu@cil and all government
primary school supervised by it, thus provided ssta to other Municipal councils.
There was a poor response especially at the sdewel as the respondents were
reluctant to provide information on Capitation Grarhe study frequently explained to
the respondents that it was purely for academi@gmes to eliminate information

concealment.



CHAPTER TWO

LITERATURE REVIEW

2.0 Introduction

This chapter discusses the definitions of key temagiews some related literatures,
both theoretical and empirical concerning the maércontrol systems and the capitation
grant, afterwards, it draws the conceptual framéwbased on the assumptions

presented in the available literature.

2.1 Definition of Key Terms

This section provides definitions of key terms oncepts as employed in this study. The
process of definition and description is carrietliathe following arrangement; Internal

control systems then the capitation grant.

2.1.1 Internal Control Systems (ICS)

According to Motlia (2009) internal control systemefer to internal controls with a
common purpose grouped together. Basically, interoatrol as defined in accounting
and auditing is a process for assuring achievero€m@in organisation’s objectives in
operational effectiveness and efficiency, reliabfeancial reporting, and compliance
with laws, regulations and policies. A broad corcejpternal control involves
everything that controls risks to an organisatiGerfvais, 2004).

The International Standards on Auditing number ¥&A(400) defined Internal control
Systems as comprising the controlled environmedtcamtrol procedures. It includes all
policies and procedures adopted by the managenfeah entity to assist in their

objectives achievements, as far as practicable, otiderly and efficiently conduct
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business, including adherence to management pglisefeguard of assets, prevention
and detection of frauds and errors, the occurrearg® completeness to accounting

records, and the time when preparing the finanefarmation.

Based on the definitions above, internal controtherefore, a means by which an
organisation’s resources are directed, monitored, measured. It plays an important
role in detecting and preventing fraud and protecthe organisation’s resources, both
physical (e.g., machinery and property) and intaleg(e.g., reputation or intellectual

property such as trademarks).

2.1.2 Capitation Grants

The term capitation grants is defined by AblutzG20as an amount of money given to
an organisation for each person it deals with,hHesacor cares for. So it is all money
given to government primary schools for educationprovements. Manara and
Mwombela (2012) shows that the capitation grantpidmary education in Tanzania is
meant to provide money for teaching and learnintends for pupils enrolled in public
schools at Tshs 10,000 per pupil per annum in dhlewing allocation; Text books,
teaching guides, supplementary reading materials 4300, Chalk, exercise books,
pens, pencils Tsh 2000, Facility repairs Tsh 2dXamination paper, purchase and
printing Tsh 1000, Administration Materials Tsh 000

2.2 Theories of Internal Control Systems

There exist different theories about internal colntn this study dempster-shafer theory

and Agency Cost theory of Internal Control havenbexiewed.



2.2.1 Dempster-Shafer Theory of Internal Control

According to Dempster-Shafer theory of internal tooip both quantitative and
gualitative methods exist for the evaluation oémil controls. Conventionally, auditors
often adopt qualitative methods, such as questims)achecklists, flow charts, and test
of transactions for evaluation purposes.

The theory provides a systematic way to repredantiriterrelationships amongst key
accounting systems components for the evaluatiotfCofor financial resources and
others — including; significant accounts being aagtd, business processes impacting
these accounts, risks to which business processesxposed, control procedures
implemented to counter the risks, and evidenceegathto evaluate the effectiveness of
control procedures (Srivastava, & Vasarhelyi, 201Zurthermore, Srivastava, and
Vasarhelyi (2012) Explained that the theory belgegegiven judgements on strength of
the audit evidence gathered as input, the proposdtod provides a rigorous algorithm
to aggregate these judgements, propagate, and gaggreéhe results, and output
guantitative risk assessments on various leveldinithe accounting information
system. Included are assessments related to thalloi@, significant accounts level,

business process level, individual risk level, ardividual control procedure level.

Basically, the evidential reasoning of this apploeca process of risk assessment where
several variables (assertions) when combined tegatiform us about a variable of
interest such as the effectiveness of internalrotnlt allows the decision maker to
develop a framework that aggregates all the evileacailable in the situation
pertaining to various intermediate variables anehtinfer about variables of interest
such a feature makes the theory appealing to thke&von of the effectiveness of the IC
system because the ultimate effectiveness reliesn umultiple factors such as
effectiveness of multiple control procedures, tlomtml environment, and evidence

gathered from various sources ( Yeager, and LiQ8R0



2.2.2 Agency Cost Theory of Internal Control

According to this theory there is an intense imationship between effective internal
control performance and agency cost and assetigeclihe theory maintains that
reporting on internal control may be consideredaasionitoring function to reduce
conflict between debt holders, shareholders, andnagement (Ziurtv, 2007,
Williamson, 1998).

The theory puts much of emphasis on the relatignsbtween firm’s asset security and
effective performance of internal control. Ziurt20Q7) argured that based on that
relationship, the theory thus, provides that; adéguappropriation and security of

resources lie in the capability of effective int@ronontrol system.

The Institute of Chartered Accountants (2005) elatgd that agency theory is a useful
Economic theory of accountability, which helps teplain the development of the
control and the way it should be viewed. In ortiebetter explicate the relationship
opinions, this theory has put aside two varialbiésgg in principals such as company
‘stop management on one side, as well agentsdika@itors on the other side. Therefore,
a simple agency model suggests that, as a resuifafmation asymmetries and self-
interest, principals lack reasons to trust theierdg and will seek to resolve these
concerns by putting in place mechanisms to alignrterests of agents with
principals and to reduce the scope for informatasymmetries and opportunistic

behaviour.

Gervais (2004) argued that delegation of respalitgibly the principal and the resulting
division of labour are helpful in promoting an eféint and productive economy.
However, such delegation also means that the pahcieeds to place trust in an agent
such as auditor to act in the principal’'s bestregés like; performing internal control

with full focus of safeguarding company’s assets.
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2.3 Internal Control Systems

This section presents the theoretical part of thelys The purpose of reviewing
theoretical literature is to allow the study to ap certain thoughts and opinions from
various authors and writers so as to get a guideards understanding the way internal
control systems may be effective in achieving vdimemoney under situation either

identical or similar to the topic under concern.

According to Storkey (2011) Internal control systsngonsidered as a management tool
that serves as a means to achieve performancerafitdlplity targets, and prevents loss
of resources of LGAs as managing financial riskviry important to modern
organisations. In achieving the effective interoahtrol, the agency theory suggested
the presence of a third party called “auditor” tes@ere and reduce the asymmetric of
information among principal and the agent. For teason Jsengying (2009) explained
that professional auditors must be given cooparaioplay crucial task to make sure
that they achieve the highest level of asset swculti is for the same reason the
constitution of united republic of Tanzania of 1983 amended from time to time
section 140 empowers the Controller and Auditor ésainto have full power to access
any documents during auditing process at any pudiiity. During auditing process
auditors must examine internal controls to checthére working properly. However,
there are different types of internal controls withn organisation and it depends with

complexity of the organisation structure.

2.3.1 Types of Internal Controls

Generally speaking, there are two major types aérimal controls - one being;
preventive and the other being; detective. These tiypes of internal controls are

discussed below;

11



2.3.1.1 Preventive Controls

As the term itself specifies, preventive controle &ind of controls designed to
discourage errors or irregularities from occurrif@iver, 2014). They are proactive
controls that help to ensure department objecivedeing met. Examples of preventive
controls are: segregation of duties: where dutiessagregated among different people

to reduce the risk of error or inappropriate actiotiver, 2014).

Normally, responsibilities for authorising transans (approvals), recording

transactions (accounting) and healing the relasedtgcustody) are divided.

Second are; approvals, authorisations and veiidiget management authorizes
employees to perform certain activities and execetgain transactions within limited
parameters. In addition, management specifies thoseities or transactions that need
supervisory approval before they are performed. #hedthird and last is the security of
assets (preventive and detective): access to eeguipnmventories, securities, cash and
other asset is restricted; assets are periodicaliypted and compared to amounts shown
on control records (Oliver, 2014).

2.3.1.2 Detective Controls

Detective controls are the types of controls desigto find errors or irregularities after
they have occurred. Examples of detective contrioislude: First; review of
performance: in which management compares infoomatbout current performance to
budgets, forecasts, prior periods, or other bencksng measure the extent to which
goals and objectives are being achieved and tdifeihunexpected results or unusual
conditions that require follow-up (Oliver, 2014).hd second example include;
reconciliations: wherein an employee relates dffiérsets of data to one another,
identifies and investigates differences, and talasective action, when necessary. The

third example includes physical inventories. And tbur one involves audits (Ibid).

12



2.4 Components of Internal Control system

Under the basis for developing and providing bussneontrol systems and assessment
and addressing their effectiveness (internal comésues) the study has identified the
following component of internal control according the Committee of Sponsoring
Organisation, (2014) and Bushman, (2007) as; thér@oenvironment; risk assessment;

control activities; information and communicatiardamonitoring.

2.4.1 The control Environment

Control environment relates to the organisationdentification, analysis, and
management of the risks that are related to firrdrstatement preparation. The control
environment is the basis for all other componemstrol (COSO, 2014; Bushman,
2007).

According to DiNapoli (2007),Control Environmel(€E) is the philosophy, style and
supportive attitude, as well as the competenitecad value integrity and morale of
the people of the organization. The control emnent is further affected by the
organization’s structure and accountability relasioip. It is the attitude and actions of
Council and Management regarding the significan€ecantrol within the LGAs.
Control Environment provides the discipline andustre for the achievement of the
primary objectives of the System of Internal CohtrAccording to Letsuy (2012)
control environment is the foundation of the ICSl aets the tone of an organization,
influencing the control consciousness of its stafiis is the overall LGA attitude, value
and philosophy of senior political and managemesgtaetive and the culture throughout
the LG relating to the timeliness, integrity, ammtw@racy of financial reporting (Thuy,
2007).

It provides the discipline and structure as welltlas climate which influences the
overall quality of the Internal Control Systemsefaents of the control environment are;

the personal and professional integrity and athvalue of management and staff,

13



appropriate culture in the organization attitudeaads internal control throughout the
organization; commitment to competence; the “toaethe top”(i.e. management’s
philosophy and operating style); a good orgarorati structure (an independent
Internal Audit function and segregation of dutiesjt up proper authorization limits and
human resources policies and practices(Kaplan, ;2Q087; INTOSAI, 2004, and
Laura, 2002).

2.4.2 Risk Assessment

This component refers to the organisation’s ideifon, analysis, and management of
the risks that are related to financial statemeneiparation, in order to ensure that
financial statements are presented fairly and impl@mnce with generally accepted
accounting principles (GAAP) (COSO, 2014; Bushn20q7).

Risk assessment is the process of identifying amalysing relevant risks to the
achievement of the entity’'s objectives and detemmginthe appropriate response
(DiNapoli, 2007; INTOSAI, 2004). It involves riskdentification; risk evaluation
(estimating the Impact of risk; assessing the lilood of the risk occurrence);

assessment of the risk appetite of the organizatiod development of responses.

Risk assessment should be performed and shouiifigecontrollable risks (risks that

are caused by the external environment that thiéyesperated in). According to the

Cadbury Report (1992), risk management should k&syatic and also embedded in
company procedures. And there should be a culafraisk awareness in the

organization. As governmental, economic, indugigulatory and operating conditions
are in constant change, risk assessment shouldh mngoing iterative process. Risk
Assessment implies identifying and analysing attezenditions and opportunities and
risk (risk assessment cycle) and modifying interoahtrol to address changing risk
(Heald, 2003).
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2.4.3 Control Activities

The organisation’s policies and procedures whidp basure that necessary actions are
taken to address the potential risks involved inoamplishing the entity’s objectives
(COSO0, 2014; Bushman, 2007).

Once the controllable risks have been identifigagctic control activities can be
undertaken to reduce those risks (Kaplan, 20083o#ting to Thuy (2007); Sarbanes —
Oxley Act (SOX, 2002); Control Activities are conged of policies procedures and

systems relating to the reliability of financiapeting.

They include; authorizations and approvals, vetfans, reconciliations, review of
performance, security of assets, segregation akeslwind controls over information
systems (Laura, 2002). The elements with chequmageds procedures governing the
counting and valuation of inventory, the procuremeamd disposal systems and codes
of conduct to guide employee behaviour (KaplamQ&O0Thuy 2007, SOX, 2002).
Control activities can be preventive and /or detectCorrective actions are a necessary
complement to internal control activities in orderachieve the organization objectives

hence realizing Value for Money.

2.4.4 Information and Communication

This component focuses on the nature and qualityfofmation needed for effective
control, the systems used to develop such infoonatand reports necessary to

communicate it effectively (internal control issy€0S0O, 2014; Bushman, 2007).
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2.4.5 Monitoring

This component involves assessing the quality dfettereness of the organisations
internal control process over time. It includeseassig the design and operation of
controls, and assessing compliance with policiesmancedures. It also provides for the
implementation of appropriate actions when necgg§€a0S0O, 2014; Bushman, 2007).

2.5 Capitation Grant in Local government Education

School fees abolition is becoming increasingly askiedged as one of the strategies
toward Universal Primary Education and as a keysmeato achieving children’s right

to education. In view of this, the World Bank anNIGEF in 2005 launched the School
Fee Abolition Initiative which aimed to dissemindessons from the experience of
countries that have abolished fees and provideegbmspecific advice to countries that

are seeking to do so (Manara and Mwombera 2012).

Experience in several countries shows that theafgicosts of schooling are a major
barrier that prevent many children from accessing aompleting a quality basic
education. They are especially burdensome in cmsnwhere poverty imposes tough
choices on families and households about how maualy veéhich children to send to

school, and for how long.

School fees represent a regressive taxation onfaaalies, and the enrolment of poor,

excluded and vulnerable children is very sensitiveees, even when these are small.

School fee abolition is not just about “tuition $&€which do not necessarily constitute
the main bulk of fees). School fee abolition mastetinto consideration the wide range
of the costs of schooling to families and house$olthis means any direct and indirect
costs/charges (tuition fees, costs of text booksppkes and uniforms, other
contributions, costs related to sports and othdroaic activities, costs related to
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transportation, contributions to teachers’ salargexsl the like.) as well as opportunity

costs and other burdens on poor families.

To meet the Millennium Development Goal (MDG) falueation and national targets
the Tanzania Government took a bold step forwardalbglishing all fees charged by
schools and also providing schools with a smalhgfar each pupil enrolled. The grant

provided is called the capitation grant.

The decision to replace school fees with capitaioents has some advantage which
include increased enrolment however it has critteat whether it have the desired
impact on the quality of education. It can be st increase in enrolment will result to
increased demand for additional classrooms; denfi@nddditional teachers; Demand
for additional textbooks and other teaching andnieg materials and it is difficult to

sustain community participation.

2.6 Capitation Grant Governance in public sectorndustry

The governance of the capitation grant in Tanzearabe categorised into two; the civic

engagement and the school autonomy.

2.6.1 The Civic Engagement

Civic engagement refers to citizens’ interactiorirma particular field of interest, for
example, public finance policy, with a view to dbiag a favourable outcome from
such interaction (World Bank, 2001).

Thus, aspects of social accountability such aszem’ agency, volunteerism and
political awareness are all forms of civic engagetme Tanzania. For instance, budget
advocacy through villagers’ participation in VillagAssemblies (VA), civil society
participation in Ward Development Committees (WDQCHistrict Consultative

Committees (DCCs) and Regional Consultative Conelestt{RCCs) have become some
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of the most popular forms of exercising citizengjeacy in Tanzania. The civic

engagement comprises of citizens’ agency, volursi@eand political awareness.

2.6.1.1 Citizens’ Agency

Citizens’ agency concept assumes that ongoing cbitween the public and their
leaders provides the citizenry with the opportunidydraw attention to weaknesses in
service delivery, and, as a result, the leadersldvtake appropriate measures in line
with user preferences (Manara & Mwombela 2012).

In Tanzania, the quality of exchanges between conitpnmembers and government at
different levels has reached a higher platform mdgeas each side appreciates the

attitude and effort of the other

2.6.1.2 Volunteerism

Volunteering is working, the putting in of time aedergy, which one person does for
another or for the public, of their free will, anith no material compensation similar in
guantity or quality to the market value for theservices (Cohen, 2009). The
participatory aspect of volunteerism can contridota heightened understanding of the
forces which shape governments and societies, ngadb greater transparency,

accountability.

2.6.1.3 Political Awareness

Political awareness manifests itself through vedenout, attendance in political rallies,
and listening to and/or reading news from the nmasdia. People are more active today
in terms of participation in elections despite thet that attempts to influence the results

through both legal and illegal means are commorsgket al., 2006).
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Mass media is by far the most important means higlwpeople access information. Of
the three main types of mass media, radio contitmé® the most accessible, followed
by newspapers and then television (HakiElimu & REDEO006). A radio is the most
commonly owned item within households, most likélye to its affordability, portability
and low maintenance costs. Currently, internet m@yimited in access, affordability
and utility, but it is gaining in influence. Infoation via the internet travels faster,
especially with the current wave of providing imet services through mobile phones

and short message services (SMS).

2.6.2 School Autonomy

School autonomy is a form of school managementhithvschools are given decision-
making authority over their operations (Arcia ef 4011). Some authors have suggested
using “de facto” autonomy as opposed to “de jurgbaomy as the relevant measure of
autonomy. While “de jure” autonomy refers to whettie school has been appointed as
autonomous or not, “de facto” autonomy is relatethe level of autonomy the school is
actually enjoying or exercising as measured by rihenber (or the percentage) of

decisions the school makes (Manara & mwombela 2012)

Public primary schools in Tanzania derive theiroaoimy from their local councils.
Thus, current school autonomy in Tanzania shouldvibered in the context of the
Decentralisation-by-Devolution Policy of 1998. Schautonomy includes freedom to
determine own school needs, set priorities and &isdgn the basis of the total resource
envelope available at school level including sultrems from the government (Mushi,
2006).

There two sets of indicators for school autonomme for authority over the use of the
school budget (school decision-making power) anithaity to seek additional funds

from non-government sources (share of school ownceaevenues).
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2.6.2.1 School Decision-Making Power

The progression in school autonomy in the last tdecades has led to the
conceptualisation of school-based management asna df decentralisation in which
the school is in charge of most managerial decsshart with the participation of parents
through school committees (Manara and Mwombela R0%2hool autonomy fosters
governance by making the school committee in chafgehool management (Arcia et
al., 2011).

Although the capitation grant programme has in@éaschool autonomy, the role of
local governments at district, ward and villageelsvin the delivery of primary
education remained unclear. Interference by theribisPrimary Education Office
(DPEO), Ward Education Coordinators (WECs) anchgd#l government officials have
been creating tensions among the school commitezabars and teachers. The school
committee is the lynchpin of the success of thatsgry at the community level (Manare

& Mwombela 2012) but members do not have full maedm school management.

2.6.2.2 Share of Own Source Revenues

Public schools are fiscally decentralised if theg allowed to mobilise own resources
for school operations and development expenditfeskeland & Filmer, 2002).
Innovative local sources of education developmaranice can easily be tapped where
there are effective community-based school comastteunning the relevant school
(Lwaitama, 2004). In Tanzania, there are two saiafeown school revenues, namely
donations from the private sector and non-govertabeorganisations (NGOs) and

contributions from parents and the wider community.

Government primary schools also generate own regefom gardening, selling tree
seedlings, small restaurants and milling machi@ber schools, especially those in
urban centres, rent out their premises and chdrgeetwho operate petty businesses

within their compounds.
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2.7 Ways to Achieve Successful Value for Money
2.7.1 To eradicate waste in benefits services prases and systems

Value for Money (VFM) can be achieved by eradiaatimaste in benefits services
processes and systems. The “critical success faooa public sector organization is
the degree to which it fulfils its set objectivasdamission in terms of being efficient,
effective, and economical. The Internal controlteys are keys in achieving the
organizational set mission and objectives; hendaé/for Money.

2.7.2 Local Governments control over the use of rearces

The main approach to VFM is the LG’s control oviee use of resources in order to
achieve its set objectives, LGIAM (2007). Regulati€a06 of the LGFAR (2007)
requires the Head of Internal Audit to carry ougular review to ascertain whether
council receives VFM in all its activities. Heads[@epartment should establish sound
arrangements for planning, appraising, authorizarg controlling operations in order
to achieve Value for \money LGFAR (2007). Davie8(2) holds that the public sector
applies no consistency in defining Value for morf¢¥M) and the decision making
strategies of LGs are poorly defined and applieegularly hence LGs are able to
exploit the definition of VFM to justify their acins.

However, many authors hold that Value for moneg term used to assess whether or
not an organization has obtained the maximum befrefin the goods and services it
acquires and/ or provides, within the resourceglahe to it. Value for Money is not
paying more for a good or service than its qualit@vailability justifies as well public
spending implies a concern with economy (cost mmetion), efficiency (output
maximization) and effectiveness(full attainmenttloé intended results) (Glendenning
1998; Davies 2007; Deakin 1998 and LGIAM, 2007).
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The most effective way to improve Value for Money by reducing the level of
irregularity and fraud through improvements in tBevernment’s system of internal
financial control (Kaplan, 2009; LGFAR 200).

During the process, communication needs to be eddinat their resources are being
used efficiently and effectively in providing thigit service at the least cost. However,
Kerr (2005) observed that the will to provide Vafoe Money in Government spending
is weak because accountability to taxpayers an@ubéc is generally weak.

According to Heald (2003) VFM analysis needed tp @tention to total risk and VFM
is related to concept of efficiency and effectiveneliju and Ogded (2009) hold that
despite a long period of implementing performanggnagement within the public
sector improvement in performance , accountgbiliansparency, quality of services

and Value for Money have not yet been achieved.

2.8 Empirical Literature Review

This part reviewed the study done by other autloorsesearchers relating to internal

controls and the capitation grant.

Yustaria (2010) conducted a research to find the ob internal controls in financial

institution. The research was titled “the emergiolg of internal control practice on the
security of assets in small financial lending ingion in Tanzania”. From this research
the findings revealed that, internal control was mhere instrument through which most
of small financial lending institution was capabtd scrutinising all financial

performances relating to the level of lending. Timeling shows that internal controls
helps the reliability of financial reporting andteetion of errors as a result minimise

risks which occurred with regard to financial #tion.

In addition Shaban (2011) focused on determinimgitpact of internal control on the
financial performance of Financial-Based Institnidn Tanzania; the case of National

Microfinance Bank (NMB), head office, Ilala, Dar 8alaam found that there was a big
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impact derived from the application of internal tohon the financial performance of

financial-based institutions in Tanzania. The fgd further shows that with the

presence and application of internal control, ewaspect relating to banking operation
including; transactions which were to be recorded & turn could be evaluated,

Internal controls influences everyone in the bamlkatlhere to the keeping record of
every asset used; none of the errors, fraud, asdppropriation could be deliberately
undertaken.

According to John (2011) who studied the relatigmdbetween internal control and

organizational performance of Limited Industriesiding’'s shows that there is a

significant positive relationship between intereahtrol system and management of a

limited companies.

Moreover, Makubi (2012), studied the impact of finl internal control on financial
performance in Religious-Based Organizations (RB@® study found that Financial
Internal Control plays a significant role espegati preventing the occurrence of fraud,
and likewise may impact financial performance btedeéng various aspects involved in
financial performance. The finding also shows thi@miancial Internal Controls may be
used as a tool which can reveal all necessity @izdunelated matters such as fraud, cost

and expenses.

Ritva and Svensson (2005) did a research titlegjHtitng Corruption To Improve
Schooling: Evidence From A Newspaper Campaign Ilraniidg” with the question
“What is the most effective way to increase primacjool enrolment?” A newspaper
campaign in Uganda aimed at reducing capture ofig@nds by providing schools
(parents) with information to monitor local offitsahandling of a large education grant
program. The findings in this research shows thath bkenrolment and test scores
increased significantly more in schools in areath \wigher newspaper penetration, and

thus in schools with more funds.
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The findings further shows that since schools wkes to spend their grants on
whatever nonwage items they needed, be it texth@ok®ol meals, school uniforms, or

flipcharts, the indirectly enhancement learningivétaés should be addressed by the

policy.

However, Manara and Mwombela (2012) in their rededitled “The Governance of the
Capitation Grant in Primary Education in Tanzahiy Civic Engagement and School
Autonomy Matter” finding shows that the level ofpd@ation grant governance in
schools in average-spending councils (Morogoro M@ londoa DC) is higher than in
high-spending councils (Singida MC and Mvomero D&y low-spending councils
(Songea MC and Mbeya DC). This suggests that isorggublic expenditures is not a
panacea for solving quality problems currently heagnthe primary education sub-
sector in Tanzania. Improving governance of disbadirfunds at the school level is
equally important. The evidence across case clsuhas shown that frequent cuts and
chronic delays of capitation disbursements arequastpart of the story. More often than
not, the untold story is how school committees adldool administrations manage the

funds that do reach the schools.

This study found that demand-side factors mattestnior the governance of the
capitation grant in schools. In particular, paremnitoring of school revenues and
expenditures can play a critical role in improvihg governance of the capitation grant

in schools.

Noncompliance to the Internal Controls is one ef tmajor hindrances to the attainment
of VFM in LGAs as addressed by most authors, wsjtand academic researchers. From
the side of empirical studies, a lot has been doragldress the role of internal control in
financial performance, and its impact on the ségwf assets in organisations different
from LGAs. Whereas, there is little and perhapshimgt of attention was addressed
about internal control in relation to capitatioragts in government primary schools in

Tanzania.
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Most of them had shown interest in areas likesrimal audits and financial performance
in financial institutions and RBOs. Weak, non- cdiance, non — existent or absent
public financial management functions (Internah@ol Systems) are likely to negate
any advantages that might be inherent in bringmgpblic services “closer” to people
(Value for money). In contrast, those studies ndette establish the relationship
between the Internal Control Systems and Valud/imney in LGAS in Tanzania.
Therefore, it can be concluded from the literatina there is an urgent need to analyse
the effectiveness of internal control system in agang education capitation grants in

LGAs in Tanzania particularly.

2.9 Conceptual Framework

In presenting the conceptual framework for the wtutlis section bases much on
providing assumptions based on the objectives tachéeved by the study in hand. That
is to say; most of the assumptions laid down is tontext are in parallel with the

assumption portrayed from the objective as well.

This study is based on two variables the dependamble which is value for money
and the independent variables collectively integmadtrols. The dependent variable will
be measured by three elements namely the efficjetioy effectiveness and the
economy. The independent variable comprise of prt&xe controls (control
environment and control activities) and the detectiontrols namely risk management,
information and communication and monitoring. Inmsoary the conceptual is

summarised below in figure 2.1;
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Figure 2.1: Conceptual framework

Internal Control Value for Money
* Risk assessment e Cost Vs Quality
e Information and « Cost Vs Goals

communication
*  Monitoring .‘
e Control of

Activity

Source:Researcher’s (2014)

The model above explains the relationship amorgsvariable under study; it explains
Internal Control System as the Independent varialiide Value for Money as the
dependent variable. According to the Figure 2.1vabanternal control performance
may influence accurate distribution of grants tblfpuschools by MMC, the detection of
resource performance and use, and may influencepiteention of errors to occur

during the financial performance.

That means, internal control promotes effective ag@ment of resources while
stressing the values of economy, efficiency anceotiffeness (Value for Money)
Control. Environment, control Activities, Risk Assment, Information and
Communication and Monitoring are a necessary t@ hie¢ performance of internal
control to be in place and in turn help LGAs achiesffective value for money of

capitation grant to public schools under their suigéeon.

Internal Control are viewed in terms of construtite influential positions like; role,
impact, influence — as well as its relative aciigtsuch as; risk assessment, information
and communication and monitoring. While, Value Kboney is understood based on its

position as; being dependent variable which mayltrés Efficiency and Effectiveness.

26



CHAPTER THREE

RESEARCH METHODOLOGY

3.0 Introduction

This chapter presents the procedures that wereogeglin the study. The chapter
therefore, presents the methodology deployed irsthey by specifying the study area,
research design, study population, sampling sizé sampling Techniques, data

collection methods and data analysis.

3.1 Study Area

The study area in which the study was carried suMorogoro Municipal Council
(MMC). The said council is located in the regionMbrogoro, Tanzania. In that area,
the study collected data from all public primanhaaols which are supervised by the
MMC. The area covers about 195 kilometres to thestWwé Dar es Salaam and is
situated in the lower slopes of the Uluguru MoumgaiThe Municipality has total area of
531 square  kilometres and is divided into nineteeards (Morogoro Municipal
Council, (MMC), 2008). According to Hilfswerét al’, (2013) the MMC has sixty two
government primary schools.

The researcher is a member of the society at MMChanis interested in seeing whether
there is effective ICS on capitation grant thagrianted to Government primary schools

in achieving Value for Money (VFM).

3.2 Research Design

The study employed survey design. The survey stledygn is selected based on the
researchable reasons that is; it focuses more atergtical areas or organisation.
Therefore, it is important to note that survey gtdésign can permit the use of variety

of data collection methods to be deployed dutitegwhole conduct of the study.
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The focus is that, this type of research desigmjptyd the researcher to explore and
analyse information over the life of a single umihich is Morogoro Municipal Council
(Birkinshaw, 2004; and Welch, 1998)

3.3 Study Population

The target population for this study included &l government primary schools under
the supervision of MMC and 281MMC staff includingteérnal auditors, Statistical
Logistic Officers, Accountants and politician. Timeinicipal have around 1120 primary
school teachers. (Municipal quarterly report 2014)

3.4 Sample Size and Sampling Technique
Sample is a small or selected group used to remretbe whole population. The

following are the Sample Size and Sampling techmigmployed:-

3.4.1 Sample Size

The study employed sample size of 150 respondesisieby, politicians and a cluster
of 30 government primary schools were selected faooh each school 4 teachers
selected through convenience sampling techniqusy 80 staffs from the MMC
including internal auditors, accountants and Sie#is and Logistic Officers were
selected basing on purposive sampling. From theseples the key informants are
Statistical and Logistic Officers, Auditors and Acatants. The sample composition is
presented in Table 3.1.
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Table 3.1:  Selection of Sample Size

120 respondents from

1120 30 primary schools Convenience method
8 6 Purposive sampling
16 7 Purposive sampling
2 2 Purposive sampling

Convenience method

Source; Researcher’s (2014)

3.4.2 Sampling Techniques

According to Stascht al, (1985) the procedure of selecting a sample fostualy is an
important step in any research project since riawigly practical, efficient, and costly, to
study the whole population. The researcher thesefemployed purposive and

convenience sampling techniques.

3.4.2.1 Purposive Sampling Technique

The researcher employed purposive sampling in efethe key respondents, namely
Statistical and Logistic Officers, Accountants aadlitors who are the custodians of the
internal control system, education department, nibea department and planning
department as they involve on the study by ensuiieginternal control or affect the
capitation grant fund directly. This sample proddgpecial information regarding the
practice of internal Control in achieving VFM ofamits provided to primary schools

under supervision.
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3.4.2.2 Convenience Sampling Technique

This technique employed whereby teachers and galis were selected based on their
availability. Therefore the cluster of schools westected i.e. 30 primary schools was
chosen randomly then from each primary school dhteis were selected one being the
head teacher. Furthermore the study employed #uisntque to politicians i.e. ward
representatives because they are located in vapgtaees of which it is not easy for
study to reach them all, however selection processinued until the sample size was
obtained. The selection was determined by aspéatssklf-selection, administrative

decision, time of the class, and number of thesg/edexposure (Muijis, 2004).

3.5 Data Collection Methods

These are ways used to extract information. Thénoust employed by this study were
observations, documentary and questionnaires. €kearcher has considered these
methods as appropriately to enable gatheringratzand enough information.

Primary data were collected through questionnact iaterview. Secondary data were

gathered from documentary review.

3.5.1 Questionnaire Method

This study used questionnaires as one of the methafd data collection. The
guestionnaires were administered to the MMC stéffsernal auditors, accountants,
SLOs and Politician), primary school teachers andmimers of primary schools
management committee. The method of administeriregstipnnaires helped this study
to have the intended numbers of the respondentn Atiministering reduced some
ambiguities of understanding some of the word(s)tliem questionnaires where by
clarifications were provided. The information exiget from this method involved in
answering the methods of internal control availabid its roles and more specifically,

guestionnaire was employed by this study in gatigedata, which determined the
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impact of internal control activities in achievind~M. Also, through it, suggestions

about ways to be adopted by MMC to achieve effeci#M was provided.

3.5.2 Interview Method

Interview was conducted to the top management ef dbuncil which include the
municipal accountant and the municipal executivieceff using interview guide. Also
the interview was conducted to some members oh@eaommittee. During the process
of interview, some structured questions were asked the study took note on the
answers provided. Respondents were given almdsilfatty to express themselves on

matter, which was used to support the smooth aemewnt of the study in hand.

However, it should be remembered that; during ghiscess, researcher gave leading
guestions observing non-verbal actions and meaewfgtording the responses for

further analytical and conclusion steps.

Interview process was performed in such a way ithebllects data that assessed the
influence of internal control in helping MMC diditite all capitation grants to all

schools under their supervision as well as theyevadlocated by the central government.

3.5.3 Documentary Review

Documentary review is the kind of data collectiecthnique which was used in
collecting secondary data. In this study specifycalocumentary review was utilized
simply to collect the trend of capitation grant five years from 2009 to 2013. In view
of this study, this was done by reviewing finan@tdtements and different annual and
guarterly reports at MMC.

31



3.6 Data Analysis methods

Data collected were divided into two categoriesaligative data and quantitative data.
To analyse these data the study used tabular wanalfysing data, percentage and

descriptive ways.

3.6.1 Qualitative Data Analysis

The data were analysed in a descriptive way byirejithe common responses also the
software were used in analysing these kinds of. dgte study analyzes the raw data
obtained from the interview by recording the ansaarthe respondents and read other
MMC reports relating Capitation Grants. The findindrom respondents were
interpreted in comparison with our objective togethwith factual and logical

interpretation of the study findings.

3.6.2 Quantitative Data Analysis

Data were collected, coded and were analysed. Giastigative analysis was conducted
to enable the researcher to summarize the colletdtaand organize in a way that the
researcher was able to answer the research quesiibe use of different tools like
Tables, frequencies, percentages were utilized etlyerdata were quantified and

analysed, also in some areas further analysis waducted.

3.7 Ethical Consideration

All important norms for collecting data from thelfi are available and should always be
respected in the whole course. That is to says#i@ process was amongst the topmost
attentions that were put into consideration by rémsearcher during the entire process.
The researcher obeyed ethical norms. Based osttitssment, the researcher was given

a written recommendation from the academic authaitMzumbe University, which
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was presented to the concerned offices for approvebllect all necessary information
from the intended field. The researcher ensured reipondents that whatever
information given by them were treated and guanditld a high sense of confidentiality

and no any piece of it was taken out of concealment
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CHAPTER FOUR

FINDINGS AND DISCUSSION

4.0 Introduction

This Chapter presents and interprets the daltected and analysed in Chapter
three. The presentation is guided by the objectiwéise study.

4.1 Socio-economic characteristics of respondents

In this stage, the study first, studied about déife¢ characteristics of respondents. In this
regards, the study was aiming at findings differgy@neral information of the
respondents pertaining to various elements liked@enEducation, Age, Designation
and work experiences. The main aim of findingsis particular information was based
on the idea that general information would necdgsaelp the study in knowing
whether different considerations such as Gendemlboal non discrimination in terms of
age. Also this information was so useful as it ddwlp the study understands the extent
to which the studied respondents were very mucbriméd, acquainted and even
knowledgeable concerning the whole matter relatiogmanagement of education

Capitation Grants.
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Table 4.1 Socio-economic characteristics of respoents

Characteristics Frequency Percent

Male 86 57
Female 64 43

Form four 5 3
Certificates 91 61
Diploma 25 17
Degree 23 15
Masters 4 3
Others

18-35 (Youth age)

36-55 (Adult Age) 84 56
55+ (Old age) 16 11
Accountants

Auditors

Statistical and Logistic Officers 2 1
Politicians 15 10
Teachers 120 80

Less than 5 years 55 38
6-10 years 33 21
11-20 years 51 34
21-30 years 10 6
above 30 years 1

Source: Survey Data (2014).
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4.1.1 Gender of respondents

Table 4.1 above shows that out of 150 responderate were 86 which is equivalent to
57% and female were 64 which is equivalent to 48bis shows that the findings were
from both male and female respondents and the gesetesitivity were considered,;
though male were the majority with 57% of all trespondents. Therefore Morogoro

Municipal Council put equal employment opporturidyboth males and females.

4.1.2 Level of Education of the respondents

Level of Education of the respondents was greatlgful as to whether through it,
particular analysis would be found and certify thgtent to which the studied
respondents were educated, something, which coestdgwas useful to determine the
extent to which they had useful, valid, and evdralb& information about topic under

concern.

Table 4.1 above shows the education level of tspardents, 5 respondents were the
form four leavers which is equivalent to 3%, 91pmsdents were having certificates
which is equivalent to 61%, 25 respondents werenigagiiploma which is equivalent to
17%, 23 respondents were having bachelor degreéshw equivalent to 15%, 4
respondents were having masters degree which isadeuot to 3% and other level of
education was 1 respondent which constitute of TB&. information justifies that most
of the respondents were the qualified personneheair carrier, so this provides the
researcher with high level of reliability of thadings.

4.1.3 Age of the respondents
Table 4.1 above shows that (50)33% of the respdadeere the youth, (84) 56% of the
respondents were the adults and (16) 11% of thmneents were the old age people.

The data implies that most of the respondents #eradults of the age between 36 to
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55 years and there MMC is responsive in employillg generations without

discrimination of none of them

4.1.4 Designation of the respondents

Table 4.1 above shows different designation of tégpondents in MMC whereby
among 150 respondents, accountants were 7 whietjuivalent to 5%, auditors were 6
which is equivalent to 4%, Statistical and LogisDéficers (SLO) were 2 which is
equivalent to 1%, politician were 15, which is e@lent to 10% and Teachers were 120

which is equivalent to 80%.

The information presented above revealed that itidinigs came from teachers in a
large percentage. This is due to the reason thahéss are the one who receive and
implements all matter concerning with the educatiapitation grants and their expected
outcome. The other groups were presented as shboweas part of those who links
between the government who are the providers ot#piation grants and the teachers

who are the main implementers.

4.1.5 Working experience of the respondents

Table 4.1 above presents the experiences of tipomdsents in the work in terms of
years. This shows that, the respondents of theingikxperience of below 5 years were
38%, 6-10 years were 21%, 11-20 years were 349802lears wer€% and above 30
years of the working experience were 1%.

These findings revealed that the findings come fritw® experienced workers who
actually have the understanding of the capitatianty and its management to enable
the expected results be achieved since justifieth Wie data since only 38% of the

respondents are below 5 years of working experience
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4.2 Types of internal control existing in MMC

In Morogoro Municipal Council use different typeiiaternal control in controlling the

capitation grants in primary schools basing on dgh&leline for the use of capitation
grants for primary schools as it was provided PMAL-B. These control are as shown

below;

4.2.1 Budgetary control

Findings show that budgetary control is one amdregg dontrol system on capitation
grant in MMC. The budgetary control is done by takithe numbers of pupils in
primary schools that helps to consolidate the skcbapitation grants (CG) budget. The
consolidated budget is submitted to RAS for contipifa and onward transmitted to
PMO-RALG and MOEVT to initiate disbursement of tifiend to the councils by

Ministry of Finance and Economic Affairs

Moreover, the study had strived to generate furtimetings by which it could be
precisely explain the way budgetary control is aghtime control systems commonly
used on capitation grant at MMC. In fact, during fhrocess, respondents were studied
through interview in which they asked to give m@édences concerning the way
budgetary control is one of the control systemsiuse controlling capitation grants at
MMC. Therefore, several opinions were raised bypoeslents but some of them tended

to be common as are presented in the followingyarra

... Budgetary control is one of the common control esyst used not only by
MMC rather by almost any government agency in adinig the capitation

grants accorded to them. For the case of publienary schools operating in
MMC used in this study, budgetary control is cohtigstem often performed by
mainly involving the number of students in primachools as the mere way to
help consolidate the school capitation grant bud¢reiother words, this process

involves making control over the budget linked tty anoney granted by the
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government for teaching materials, and learning enats for students enrolled

in government schools. Survey data, (2014).

In reality, findings presented in terms of citatianove have yielded the same evidence
as found in the preceding information. Based onfith@ings collected on the basis of
interview and presented above, the study had #aiablished that the budgetary control
in the kind of control system commonly applied ooly in MMC rather almost all
government agencies when making control over tipgateéon grants accorded to them.
More specifically, budgetary control is control ®m often performed at MMC by
mainly involving the number of students in primaghools as the mere way to help

consolidate the school capitation grant budget.

4.2.2 Expenditure Control

According to the findings, MMC performs the expduodk control by making sure that
the fund is disbursed timely to every school’s ardawvith clearly directives depends on
the available budget. Also MMC supervise the immatation of capitation of

Capitation Grants (CG) guidelines at the schoatllev

In order to ascertain the accurateness of the abodengs, the study had employed
interview in which respondents were asked to pm@wvitbre details and description on
how the expenditures are controlled in their arehsvorks specifically in primary

schools. This element was very useful for this wtad its findings have helped in
describing the whole process used in making cowtrexpenditure performed in there.
Thus, when giving responses, respondents were r@ugopinions, but most of them
were more common than other and are summarisedpesented in the following

manner.

... The expenditure control for the case of primaryosds in MMC is performed
by checking whether the allocated grants were coresliaccording to budget
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allocation with reference to time and specific amioaccorded to every school.
But also, expenditure control is carried often,assure the grants (funds) are
allocated and disbursed on time to every concerseldool’'s account and
whether all what needed to be covered in the bisdgetre done accordingly.
This process helps maintain adequate budget useaaeduate follow up of
procedures in budgetary use Source: Survey data, (2014).

Based on the findings presented above, it was fdbat the process of expenditure
control in performed by making sure all the allechtunds are given to every concerned
school by putting them in school respective accoimnsimple and clear terms, findings
presented above had elucidated that the expenddmméol involves checking out
whether the budget was performed according to thag vwas allocated and that all

expenditures conform with the stipulation of budgsith respective fund in it.

4.2.3 Report writing

The study’s findings show that, MMC ensures thdtosts prepare quarterly report
which shows income and expenditure of CG funds wlaice audited. These school’s
quarterly reports are compiled and submitted to RAS compilation and onward

transmission to MOEVT and PMO-RALG.

4.2.4 Communication

Then findings depict that, MMC ensures public disdre and transparent for the
amount of capitation grants received and expendedirecting the schools to present

these reports on the school board and school cortynun
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4.3 Presence of internal control of capitation grats in Morogoro Municipal
Councll

Table 4.2 — 4.4 presents internal control systentagiitation grants in MMC, these
includes; to check if capitation grants is receitt@dugh Banks, to check if the payments
of money related to capitation grants is done thhobanks and to examine if there is

bank reconciliation statement done every montthercapitation grants.

4.2.1 Receiving of capitation grants through Banks

In this context, the study focused on how well tamwn grants are managed. Before CG
issued to the school level the study interestezbtdirm on the model of payments so as

to analyse the controls available, Table 4.2 bgloegented the findings as follow:

Table 4.2 Receiving of capitation grants through Baks

Response
Frequency Percent

Available 150 100.4G

Source: Survey Data (2014)

Table 4.2 shows that all 150 respondents equivabeb00% agree that they receive the
capitation grant through Banks and therefore césiwa the model of issuing CG from
Morogoro Municipal Council to a schools level islingafeguarded this implies that

transactions for bank gives a good audit trail.

In similar vein, the study had strived to find ma@dences about the way in which
capitation grants are received by primary schaol8IMC. This was so searched based
on the fact that in the preceding findings, it visnd that most of grants accorded to

government agencies, especially to primary schaots given to them through
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depositing into every school’'s bank account. Treesfthe interest in this stance was to
ascertain the way public primary schools receivartieapitations as granted by the
government. However, results gathered on the lmdsiBis concern have revealed out

the following information.

... All the capitation grants are always received thghuour bank accounts.
They are allocated by the government and in tueytbet delivered to every
school's bank account. This is the common and st@hevay through which
most of public primary schools in MMC receive theapitation grants. After
receiving the capitation grant, normally, MorogoMunicipal Council often

provides direction about the controls and the maafaksuing capitation grants
to each respective school — whereby, from this dbetrol process is well
performed and adequate use of CG is well assuredl @&bove all, all the

expenditures and uses of CG are recorded by baoksyhich in turn all

transactions are carried in a respective bank whithurn give and direct audit

details in most precise manner Source: Survey data, (2014).

Findings collected on through interview and presérih terms of citation above have
revealed out that the only way through which priynachools in MMC receive their
capitation grants is the respective bank accouns Was so mentioned based on the fact
that majority of all interviewed respondents hageeatained the exactness of this fact.
In similar words, findings presented above haveidated that the fact of receiving
capitation grant through bank account facilitate gerformance of audit control since
all transactions carried over there can be screthi recorded, and in turn there is

adequate budget use.
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4.2.2 Payments for school facilities and servicesndered using bank accounts

All government primary schools opened current antan Capitation Grant as per
PEDP guidelines requirement. The study focuses odality to which payments are
done to different suppliers in terms of acquiriegahing facilities and services.Table 4.4

below presented the findings as follow:

Table 4.3: Payments for school facilities and seres rendered using bank accounts

Response Frequency Percent
Available 40 26.7
Not available 110 73.3
Total 150 100.G

Source: Survey Data (2014)

Table 4.3 shows the results that 40 respondentwadgnt to 26.7% agreed that the
payment of the money related to capitation grastdadne through banks. While 110
equivalents to 73.3% respondents said that the palyrelated to capitation grant is not
done through Banks. Therefore the findings revedlsd most of the payments of
facilities and services that related to capitatjpant are not done through banks. This
implies that audit trail can easily be lost if sowfethe transactions are done on cash

bases.

Having found the above findings, the study wasredted to know the way bank
transaction can facilitate the running of interaadlit and ensure the adequate use of any
capitation grant accorded to schools. This inforomatvas considered to be very useful
in the sense that the study assumed that bankat@mss are always carried in a
systematic way and every aspect involved in therstrba recorded accordingly to the

extent it is easy to carry any audit activity. Téfere, in order to find the logic about this
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matter, respondents were studied by interview ircvithey were asked to explain, the
way receiving capitation grants through bank act@am facilitate the performance of
internal audit. Their responses were collected arel summarised in the following

manner.

. Receiving capitation grants through bank accountvésy important and
above all it assures the security of fund usageis Tl because, every
transactional activity performed through bank mbstrecorded and in turn it
will be clear to make any evaluation in precise meam Based on this
understanding, it therefore, very easy for anynma audit to carry it auditing
activities with consistency and precision. But atbwough this phenomenon, the
internal audit will be afforded easiness of cariyiaudit activities and every step
and activity involved when either procuring, or plypng particular item will be
clearly scrutinised. So, the use of bank accoumnteteive capitation grants is
very useful to both internal auditors as well agptamary schools as it assures
the security of grants (funds) use and facilitatee undertaking of audit

activities... Source: Survey data, (2014).

Findings gathered from interview and presente@ims of citation above have revealed
out that the fact of receiving capitation grantotiyh bank is of great importance and
should be seen as the most secure way for keepicigusing fund. So, based on the
same findings, this study has established thatptexeof capitation grants by primary

schools facilitate both the adequate use of funggprmary schools as well as the

internal audit practice. The reason stated fromfith@ings above was that, bank have
huge stance of security for grants and facilitéesrunning of internal audit since every
transactions carried over there within a budgetdifcle must be easily scrutinised as the
result of having been recorded. Due to this findjntpis study urges all government
primary schools to place priority on opening acdowith required bank so that to

increase the security of funds and their budgegeisa
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4.2.5 Monthly Bank reconciliation statement on cajation grants

Bank reconciliation is one of the control tool onamaging funds movement i.e.

Capitation Grant in this aspect. Cash book recatshe school level need to be
reconciled with bank balances so as to have aecliatk balance. At least if monthly

bank reconciliation done then few risks like ovafticharges can be avoided since all
checks in transit can be identified. Table 4.4 Wwghoesented the findings as follow:

Table 4.4: Monthly Bank reconciliation statement o capitation grants

Responses Frequency Percent
Available 99 66.0
Not available 51 34.0
Total 150 100.0

Source: Survey Data (2014)

Table 4.4 shows that 99 respondents equivalent6tf% agreed that there is bank
reconciliation. While 51 respondents’ equivalent84.0% respondents said that there is
no bank reconciliation. Therefore the findings eded that most of the primary school
is performing the bank reconciliation in every nfoonh the money related to capitation
grant. Generally the findings give the reasonsoickude that in MMC there is internal
control system on capitation grants in primary sthothough some of the payments are
not done through banks.

These results shows that MMC has seen the impatahanternal control system as
argued by Storkey (2011) that, Internal controltesysis considered as a management
tool that serves as a means to achieve performareterofitability targets, and prevents
loss of resources of LGA as managing financial fiskvery important to modern
organisations.
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4.4 Effectiveness of the internal control systenspecially on in capitation grants
for primary schools

The contribution of internal audit to enhance progstribution of capitation grants,

receiving capitation grant through banks to enhgmmper distribution of capitation

grant, payments through bank to enhance properotis@pitation grants and banks
reconciliation statement monthly to enhance progerof capitation grants.

Also the indicators on the effectiveness of inércontrol system in capitation grants
were considered; these includes the enrolment ohgoy school pupils, Quality

improvement of teaching materials and educationdstads, availability of teaching

materials and adherences to procurement and fialanegjulations.

4.4.1 The contribution of internal audit to enhance proper distribution of

capitation grants

Internal Audit is one of the key components in th&ernal control system of any
organizations. In this stance, the study wantefthtbwhether the integration of internal
audit has or not helped MMC in improving propertualition of capitation grants.
Respondents were studied through a query from igmestire process which was
exactly requiring them to state ‘very well, welbtrsure, bad or worse’ if internal audit
contributes in proper distribution of capitatioragr

Respondents were largely accredited and even beligv possess intense information
and knowledge pertaining to the whole practice i internal audit as well as its

interventional actionslable 4.5 below presented the findings as follow:
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Table 4.5: The contribution of internal audit to enhance proper distribution of
capitation grants

Responses Frequency Percent
Very well 30 20.0
Well 101 67.3
Not sure 9 6.0
Bad 5 3.3
worse 5 3.3
Total 150 100.4

Source: Survey Data (2014)

Table 4.5 shows that 30 respondents equivalentOf6 Pesponded “very well”, 101

respondents equivalent to 67.3% responded “wellggQivalent to 6.0% respondents
responded “Not sure”, 5 respondents equivalent .8%03responded “Bad” and 5

respondents equivalent to 3.3% responded “Worsethenstatement that how internal
audit enhance proper distribution of capitatiomgga

The findings justifies that majority of the respents agreed that the internal audit
enhance proper distribution of capitation grantgugh not at a maximum scale of

agreement as stated in the statement.

The study had further searched for other similadences on whether the application of
internal audit has been yielding a positive comntiitn in assuring there is appropriate
distribution of capitation grant to every respeetschool. The assumption in this regard
was that, the study wanted to find whether theafiseternal audit has helped the MMC
to get rid of any misconduct relating to distrilsutiof capitation grants. In other simple
words, the study wanted to know whether the apipdinaof internal audit should always
be seen as the mere instrument by which the adedisttibution of capitation grants is

apparent.
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In this respect, respondents were asked to exghairway internal audit contribute in
assuring there is effective distribution of capaat grants — whose findings are

summarised and presented in the following manner.

... The application of internal audit is a very vitaistrument and should be
regarded as the most powerful tool that assuresetingtable distribution of capitation
grants to any concerned primary school in the ceintd MMC. The reason is that
internal audit helps in preventing, detecting, aeaken controlling or monitoring any
activity involved in the budget performance. As ¢basequence, it is very difficult for
MMC to make the distribution of grants in an ungutedle manner, since every step in
this process must be known through the performafcaternal audit. But also, the
central essence of internal audit is geared towasddeviating and avoiding any
misconducts relating to fund usage along the budlfgetycle. So, it is in this manner
the how internal audit contribute on adequate dttion of grants to all coerend

primary schools in MMC.. Source: Survey data, (2014).

Based on the findings presented above, this stadlyfound that the contribution of
internal audit on effective and adequate distrdoutof capitation grants is seen in terms
of the role it plays in avoiding, alleviating, addtecting any mistakes that might occur
during the budget life cycle. But also, it is vatifficult to make misconduct on fund
usage in the presence of internal audit — since rarsgonduct of that kind can be
detected in most clear manner. Therefore, basetherfindings presented above, this
study has established that the integration of maleaudit has helped MMC in improving

proper distribution of capitation grants.

4.4.2 Receiving capitation grant through banks tenhance proper distribution
In this stage, the study used this aspect as ontheofelement in assessing proper
distribution of capitation grant via banks. Sincapifation Grant are distributed based

on the numbers of pupils available at schools thenstudy believed that if this funds
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distributed via banks chances of frauds and enarald be reduced, however logic
about this aspect needed to be confirmed by regmedoy employ questionnaires
which was asking respondents to state ‘very web]lvand Not sure’ if receiving
capitation grants through banks enhance properildison of CG.Table 4.6 below

presented the findings as follow:

Table 4.6: Receiving capitation grant through bankgo enhance proper distribution

Responses Frequencyf Percent
Very well 137 91.3
Well 6 49
Not sure 7 41
Total 150 100.4

Source: Survey Data (2014)

Table 4.6 shows that out of 150 respondents, 13p@oralents equivalent to 91.3%
agreed that receiving capitation grant through baekhance proper distribution of
capitation grant, 6 respondents agreed by sayingll*wand only 7 respondents
equivalent to 4.7% said they are not sure. Theeetbe findings justifies that when

capitation grant is received through banks, it @abgroper distribution.
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4.4.3 Payments through bank to enhance proper ctrol and uses of capitation
grants

In this context, the study wanted simply to ascéert@hether payments through bank
enhance proper control and uses of Capitation GrBntanalyzing related party
transactions, payments is one of the indicator wisitow relationship of suppliers and
the schools in acquiring school facilities and g=% in ascertaining amounts paid and
the services/facilities obtained. In this regariie study wanted respondents to state
‘very well, well and Not Sure’ if payments of thiglu bank to enhance proper control

and uses of capitation grants. Table 4.7 beloweptesl the findings as follow:

Table 4.7: Payments through bank to enhance properontrol and uses of capitation

grants
Responses Frequency Percent
Very well 15 10.9
Well 93 62.0
Not sure 42 28.0
Total 150 100.d

Source: Survey Data (2014)

Table 4.7 shows that 15 respondents which is atpnt to 10% responded very well,
93 respondents which is equivalent to 62.0% respomeell and 42 respondents which
are equivalent to 28% responded that they areuret 8asing on the results presented,
it justify that the payments of the money relateccapitation grants through banks on

different services, enhance proper use of capitgjrants.
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4.4.4 Monthly Banks reconciliation statement enhare proper management of
capitation grants

Since the money related to capitation grants ieived through bank, then bank
reconciliation in monthly bases is very importai. check if bank reconciliation on the
capitation grants enhance proper management ofatapi grants or not, Table 4.8
below presented the findings as follow;

Table 4.8 Monthly Banks reconciliation statement ehance proper management of
capitation grants

Response Frequency Percent
Very well 99 66.0
Well 51 34.0
Total 150 100.4

Source: Survey Data (2014)

Table 4.8 shows that among 150 respondents, 9%ndspts who are equivalent to
66.0% agreed by responding very well that the backnciliation on capitation grants
enhance proper use of it. While 51 respondents avheequivalent to 34.0% agreed by
responding well. Therefore the findings shows th#ttere is bank reconciliation on the
money related to capitation grants every month esihance proper management of

these capitation grants.
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4.4.5 Enrolment of pupils in primary schools in MMC from 2011 to2014

To justify the effectiveness of internal control tre capitation grants to government
primary schools in MMC the enrolment of pupils fmur years consecutively were
observed as shown in Table 4.9 below

Table 4.9 Enrolment of pupils in primary schools inMMC from 2011 to 2014

Year Expected Total Registered Total Percent
Boys Girls Boys Girls

2011 2907 3099 6066 3036 3185 6221 102.5

2012 2856 3096 5952 2786 2960 5746 96.3

2013 2685 2863 5548 3367 3412 6779 122

2014 3056 3110 6166 3011 3259 6270 101.7

Source: Primary Education Department Report of M{dQ14).

Table 4.9 shows the number of pupils registeredjoin standard one at MMC
government primary schools since 2011 up to 20IélEent expected for 2014 was
6166 pupils out of which 3056 were boys, and 5628e girls but actually 6270 pupils
were enrolled where by 3011 boys and 3259 were.githis shows that abolition of

school fees and effective internal control of cafgiin grants gives a positive results.

4.4.5.1 Quality improvement of teaching materials rad education standards

Findings show that education quality improved inmary schools due to the capitation
grants provided. The quality improvement has bebserved in terms of teachers’
effectiveness and ensuring adequate availabilitgaafd quality learning and teaching
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materials. But according to this study the findisgsws that there is no quality facilities
that are obtained through the capitation grantst ahowed in item 4.8.2. Also the

findings obtained through interview show that malsthe teaching facilities are not of

the good quality in relation to the syllabus whiehds to ineffective teaching of most of
the teachers and it leads to number of standarehdeavers who does not know how to
read and write. This implies that the standard db@ication are not met, hence
ineffectiveness of internal control system in MM& énable proper use of capitation
grants in bringing expected education outcome.

4.4.5.2 Availability of teaching materials

The study revealed that capitation grants is veewasive for acquiring learning
materials including books in order to satisfy theed of the pupils. The findings from
the interview which was made revealed that theilgamaterials particularly the books
are not of the high quality as it is expected. Alke facilities are not satisfying the
needs of the pupils. Some MMC staff revealed thera high misuse of the primary
schools capitation grants in such a way that tl#é 40books as indicated by Mnari and
Mwombeki (2012) is not properly used. So this shdkes ineffectiveness of internal

control system in MMC on Capitation Grants.

4.4.5.3 Compliance to procurement regulations

The findings show that there is no compliance tocprement regulations as it was
argued that most of the fund related to CG is aad ghrough Banks as indicated in item
4.2.4 of this study which does not comply with gfrecurement regulations. Some of the
purchases are done without tendering notice ansketbb tendering notice purchases of
teaching materials and books are bought witholehg specifications required on the

tender documents.
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Table 4.10 Compliance to Procurement regulations

Response Frequency Percent
Rare 92 61.3
Not sure 22 14.7
Often 36 240
Total 150 100.d

Source: Survey Data (2014)

Findings presented in table 4.10 above show thatpbl150 respondents 92 equivalents
to 61.3% said rare, 22 equivalents to 14.7% satdsoce and 36 equivalent to 24.0%
said often on the truth of the statement that sipgndf capitation grants follows the
procurement regulation. These findings reveled thast of the spending of capitation
grants do not follows the procurement regulationBerefore non compliance with
tender policy implies ineffectiveness on procuremprocedures as supported by

findings presented in the above Table.

4.5 The roles of internal controls on capitation gant implemented by MMC

The study also wanted to search on the role ofrnatecontrol on capitation grants
implemented by MMC. The results have been presant@édble 4.11-4.12 below.

4.5.1 Internal control enhances proper preparatias of financial reports

The questionnaires for this item provided scalensieto be selected among strong
disagree, disagree, not sure, agree and strong.aghe respondent was required to
choose one among the given alternatives basingsheh level of agreement with the
statement that internal control enhances propepapagions of financial reports. The

findings were presented in Table 4.10 below.
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Table 4.11:  Internal control enhances proper prepeations of financial reports

Response
Frequency Percent
Not sure 17 11.3
Agree 20 13.3
Strong agree 113 75.3
Total 150 100.4G

Source: Survey Data (2014)

From Table 4.11 above, the results show that oul58f respondents, 17 who are
equivalent to 11.3% said they are not sure, 20 at@oequivalent to 13.3% said they
agree and 113 who are equivalent to 75.3% said gtvengly agree with the statement

thatinternal control enhances proper preparationsnainicial reports in MMC.

In similar stance, the study was interested to fiftether the application of internal
control played a role in influencing the prepamataf financial reports relating to the
usage of grants allocated to primary schools in MMQGChis respect, however, the study
intended to know whether the preparations of fimgneceports was effectively
undertaken as the consequence of applying inteowirol over the use of grants in
different government schools in MMC. In fact, tle@dldwing opinions are some of the
common responses given by respondents from theviewe question that asked them to
explain whether the application of internal contiak helped the appropriate preparation

of financial reports in their respective primarygols and how.

... The presence of internal control has been playingey significant role on
adequate preparations of financial reports in mpsary schools operating under the
control of MMC. In clear views, internal controlgyls role by influencing the adequate

use of grants allocated to them due to the reabkahwith internal control there is an
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aspect of adequate budget performance — the phemamaevhich in turn forces the
concerned staff to prepare financial reports that garallel with the way budget was
performed within a specific period of time. Thisame that it is easy for finance
professionals to get the insight about every stah item used relating to grants and in
turn they prepare financial reports that are adetgiand which provide clear details
about financial usage in most precise manneSource: Survey data, (2014).

Findings presented above have shown that the rfolaternal control on the proper
preparation of financial reports is apparent. Thpasentness of its role is because,
internal control influence the adequate and systiemige of capitation grants — then in
turn it becomes easy for financial reports to beppred adequately since there will few
misconducts occurred in there.

4.5.2 Enhancing availability of facilities and proger teaching in primary schools

Morogoro Municipal Council issuing Capitation Graot schools with directives for

acquiring teaching facility and administrative issu The study focuses on the
availability of teaching resources as an indicavbr proper utilization of CG on

achieving the expected results i.e. proper teachimdj facilities controls, In order to
have facts this variables, respondents were needsthte whether they ‘Disagree, Not
Sure, Agree, and Strong Agree’. The findings weesented in Table 4.10 below.
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Table 4.12:  Enhancing availability of facilities ad proper teaching in primary

schools
Response Frequency Percent
Disagree 24 16.0
Not sure 23 15.3
Agree 99 66.0
Strong agree 4 2.7
Total 150 100.d

Source: Survey Data (2014)

Table 4.12 above show that out of 150 respond@dtsespondents who are equivalent
to 16.0%, disagreed, 23 respondents who are eeguivéd 15.3% were not sure, 99
respondents who are equivalent to 66.0% agreedtardpondents who are equivalent
to 2.7% strongly agreed with the statement tharidl control on capitation grants in
MMC enhances availability of facilities to enharm®per teaching in primary schools.
This implies that the desired results for the aldé controls are met when MMC whole

system monitored.

4.5.3 Helping MMC to comply with the capitation gants regulations

In order to facilitate the implementation of CGe tkovernment provides funds to the
council and schools. All schools managed to opemnk keccounts namely capitation

account. With the assistance of the council, schoaolv do smoothly operation of their

accounts and this help to make proper bank traiosactThe Municipal council assists

in the overall control and use of school funds btharising cheques in order to ensure
that funds are used in accordance to stipulatedcties and subject to school

committees’ approval. As for the previous parts régpondents were required to show
their level of agreement with statement, and thsilte were presented in table 4.13
below
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Table 4.13:  Helping MMC to comply with the capitaton grants regulations

Response Frequency Percent
Not sure 20 13.3
Agree 125 83.3
Strong disagree 5 3.3
Total 150 100.d

Source: Survey Data (2014)

The findings from Table 4.13 show that out of 188§pondents 20 who are equivalent to
13.3%, said they are no sure, 125 who are equivateB3.3% agreed and 5 who are
equivalent to 3.3% strongly agreed with the statartigat internal control on capitation

grants helps MMC to comply with the capitation dsaregulations and hence proper

management of capitation grant.

4.6 Variable of value for money on CGs expendit@s

The study revealed that the success of CG speheidegree to which it attains its set
objectives by utilization of resources economicakyficiently and effectively. It is

further revealed that Value for Money is improvedrieducing costs and maintaining
the same level of output in terms of goods andisesvrendered. To assess Value for

money the following were observed:

4.6.1 Quality on goods and services for CGs expemuties

The questionnaires for this item provided scalengdo be selected among Rare, not
sure, and often. The respondent was required tosehone among the given alternatives

basing on his/her level of agreement with the statd that there is a quality on goods
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and services for every shilling of Capitation Grapént. The findings were presented in
Table 4.14 below.

Table 4.14:  Quality on goods and services for CGxpenditures

Response Frequency Percent
Rare 88 58.7
Not sure 24 16.0
Often 38 25.3
Total 150 100.d

Source: Survey Data (2014)

Table 4.14 above shows that out of 150 respond88tsvho are equivalent to 58.7%
said rare, 24 who are equivalent to 16.0% saidsooe and 38 who are equivalent to
25.3% said often, on the statement that spendinth@fcapitation grants is of high
qguality on goods and services. Basing on the nigjari the response, the findings
justify that the goods and services that are obththrough the capitation grant is not of

good quality.

Therefore, these findings provide a good sight towthe effectiveness of the internal
control in MMC, meaning that if the internal coriteystem is effective, then it would
have monitored all the spending of the capitaticants to provide quality goods and
services in relation to the fund spent. The intecatrol of MMC lacks of quality
assurance/ evaluation team which could be usedtoton and evaluating the standards

of material as per capitation grant guidelines.
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4.6.3 Cost in relation to quality of goods and séces

The Capitation Grant funds are directly channeteddhools, which could be used for
physical inputs by the schools discretion. The sast physical inputs like teaching

materials (e.g. chalks, books and pens) need @sbessed in relation to the quality of
output of teaching facilities and services. Thesfjeanaires for this item provided scale
items to be selected among rare, not sure, oftenvany often. The respondent was
required to choose one among the given alternalbi@ssg on his/her level of agreement
with the statement that there is a reasonabletodbe quality on goods and services for
every shilling of Capitation Grant spent. The fimgs were presented in Table 4.15

below.

Table 4.15: Cost in relation to quality of goodsad services

Response Frequency Percent
Rare 120 80.0
Not sure 18 12.0
Often 11 7.3
Very often 1 7
Total 150 100.d

Source: Survey Data (2014)

The findings presented in Table 4.15 shows thatodut50 respondents 120 who are
equivalent to 80.0% said rare, 18 who are equivdted?.0% said not sure, 11 who are
equivalent to 7.3% said often and only one responsi@d very often, for the statement
that Spending of capitation grants is of reasoneb#t in relation to the quality of goods
and services provided. The results justify thatr8ipgg of capitation grants is not of

reasonable cost in relation to the quality of goawid services.
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These findings revealed that the value for caneadhieved if the cost of the goods and
services are not proportional to its quality. Tharest be effective ways in MMC of
improving value for money as argued by Kaplan (32089 LGFAR (2000) that the
most effective way to improve Value for Money is f@glucing the level of irregularity
and fraud through improvements in the Governmenttem of internal financial
control.
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CHAPTER FIVE

CONCLUSION, RECOMMENDATION AND POLICY IMPLICATIONS

5.0 Introduction

This chapter presents the conclusions, policy icapion and recommendations of the
findings on this study that was about the analgfishe effectiveness of the internal

control on capitation grants to the government prinschools.

5.1 Conclusion

Generally, this research examined the effectiveredsiternal Control Systems on
capitation grants to the government primary schaol#lorogoro municipal council.
The findings have shown that in MMC there is intdroontrol system on capitation
grants to government primary schools. These cosyslem that are available in MMC
council are; Internal control on capitation grantdernal audit on capitation grants, all
the capitation grants are received through bank$ mwonthly bank reconciliation

statement on capitation grants to government pgireelools.

The findings have further revealed that in MMC, gleyments of school facilities and
services related to the capitation grant are noedbrough banks. This situation does
not comply with the procurement guidelines and tedjoin grants guidelines that require
the payment to be done through banks for easy neamagt and auditing of this fund.
The findings have justified that if all the abov#ernal control system available in
MMC was well implemented then the control systemuldobe effective in the
management and uses of the capitation grants tgdhernment primary schools. The
study have reviewed that the effectiveness of hermal control system in MMC is not
effective in all the spheres due to the weaknes$edlowing the payment of school

facilities and services for the money related t® thpitation grants to the government
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primary school to be done in other ways rather nkystem. This is a weakness since

it reduces audit trail.

The internal control in MMC is ineffective sinceetBtudy have revealed that there is no
value for money on the school facilities and sexsipaid up by the money related to
capitation grants. This conclusion have been drduento the reasons that; spending of
the money related to capitation grants are nob¥ahg the procurement regulations and
spending of the money related to capitation gratsot of the high quality on school
facilities and services in relation to the pricadpalso from the interviews made by
some of the respondents it shows that there is uchnmformation to stakeholders on
how the money are spent, since information andevédu money are very much related
as it was argued by DiNapoli, (2007 INTOSAI, (2004hat there is statistically
significant relationship between Information andr@ounication and Value for Money

in local Governments.

Lastly the study have found that, on the effectiges of capitation grants, most of the
government primary schools are incorporating th@tadon grants in the school plans
and they are keeping some of CG transactions regorsichools as it is required by the
financial requirements. But contrary to this, tipersding of money related to capitation

grants are not complying with the PEDP and procergrguidelines in a great extent.

5.2 Policy implications

The findings of this study provide a chance to fi@icy makers to review the
controlling and auditing process that help therimaé auditors in local government to
work effectively in supervising the uses of the jpufunds provided for different public
functions. It also provide a room for more explamaton the effectiveness of the current
situation of providing fund to the government sdsaagainst the demands of schools’

teaching and learning materials.
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5.3 Recommendations

5.3.1 Internal Control System Reviews

Having known the level of effectiveness and sigaifice of Internal Control Systems on
capitation grants to government primary schoolslarogoro Municipal Council, Local
Governments need to ensure that they continuoushew these Internal Control
Systems so as to ensure that they are operatiowatd the achievement of the desired

goal on every public fund for the development & tountry.

5.3.2 Planning and Budget Setting

Moreover since CG is distributed based on the nundfepupils available at the
government primary schools, then it is necessartife authority to verify the actual
number pupils obtained from the head teachers bgwting auditing so as to minimize

the risk of incurring cost on dummy pupils

5.3.3 Cost Controls

For further studies | recommend to be done on #aé cost that covers the study of a
single student in government primary schools thitprovide effective outcome. Also
the study should be on the reason for the delath@fcapitation grants from the top

authority to the government primary schools.
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APPENDIX |

QUESTIONNAIRE
Dear Respondents,

| am EDWARD TEMU a student at Mzumbe University.eTintent of this survey is to
study the effects of internal control systems imatang education capitation grants in
local authorities. The research is conducted inigdafulfilment of the requirement for
the degree of Master of Accounting and Financeould be very grateful if you could

take about 15 to 20 minutes in filling this queshaire.

Your feedback is very important and your answel lve kept in strict confidence and

will be used only for the purpose of this study.

PART A; PERSONAL INFORMATION

1. Your gender (a) Male [ ] (b) Female [ ]

2. Education level (a) Primary [ ] (b) O-level [ (¢) A-level [ ]

(d) Certicate [ ] (e) Diploma [ ] (f) Degree [] (g) Masters [ ]
(h) Others | ]

3.Age (a) 18-3¢ | ] (b) 35-55 | ] (d)B6

PART B; INTERNAL CONTROL SYSTEMS RELATING TO EDUCAT ION
CAPITATION GRANT

1. Are there any internal controls in managing primaglycation capitation grant?
a) Yes b) No c) | don’'t know

70



2. The following are expected internal controls expddb be in place, show if these

internal controls are available or not.

Internal control Available | Not Available

Existence of internal Audit

All money relating to CG are received through bank

All  payments relating to CG are done through

cheque/bank

Preparation of Bank reconciliation monthly

3. To what extent does each of these controls enhamoger distribution of capitation

grant? Rank the extent from 1(very well) to 5(wgrse

Internal control 112|3| 4|5

Existence of internal Audit

All money relating to CG are received through bank

All payments relating to CG are done through chéuzarek

Preparation of Bank reconciliation monthly

Key; 1=very well 2=well, 3= Not sure, 4=Bad, 5=wers

4. The roles of internal controls on capitation granplemented by MMC are as
follows; show your agreement or disagreement on dteement by ranking
1(strongly disagree) to 5(strongly agreed)

Role 112(3|4|5

Internal controls helps management in preparatiénfimancial

reports and that ensures information to be faigspnted
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Internal controls within a MMC encourage efficiemd effective usg

1%

of capitation grant to optimize the Teaching andarbéng and

Materials (TLM) at primary schools.

Having established internal controls, MMC can complith

regulations involved with capitation grant

Key; 1=Strongly disagree, 2=Disagree, 3=Not suresagiee,
5=strongly agree

5. In general what do you consider to the contributdbrthe available internal control
system in achieving the effective distribution apitation grant in primary school?
a) High (b) Average (c) Low

PART C; THE LEVEL OF VALUE FOR MONEY ATTAINED

ECONOMIC;
6. Rank the following statements on economic variablealue for money. Rank from

1(very rare to 5(very often)

Statement 1/12(3|4|5

Capitation grant spending have been following prement

regulations

All spending (goods or service) have been of higality

The spending of goods or services have been ofomeate cos

compared to its quality

Key; 1=very rare, 2=Rare, 3=not sure, 4=often Sywadten

EFFECTIVENESS
7. Rank the following statement on the effectivenelsgthe use of capitation grant at

primary school. Rank by showing your agreementissgteement on the statement
Statement 1/2/3]4|5

We have been incorporated capitation items in thea plans

We have been complied with PEDP financial and pement
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guidelines

We have been keeping capitation transactions restosdr school(s)

Key; 1=Strongly disagree, 2=Disagree, 3=Not suragiee,

5=strongly agree

EFFICIENT
8. How do you rank the inputs (costs) used in relatibgoods/service obtained?

a)Very efficient b) efficient c) inefficiency
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ABSTRACT

This study was aiming at analysing the effectivenest internal control systems in
managing education capitation grants in local gowvemt authorities in Tanzania, the

case of Morogoro Municipal council.

The study interviewed 150 respondents using questices. However, the study
employed convenience and purposively sampling ntetbselect Teachers, school and
auditors, accountants, statistic logistic officexs well as politician respectively. In
addition the study analysed data collected by eympdp descriptive and descriptive

statistics using frequencies and percentages.

The findings revealed that the internal controlteyson the capitation grants in local
governments, in particular Morogoro municipal cauns ineffective. Most of the

payments of the money related to capitation granésnot done through banks. Also
there is no value for money on the goods and sesvibat are obtained through

capitation grants.

In view of the findings above, the study recommehthat the available internal control
system in Morogoro Municipal council should be iemlented and improved to be more

effective so as to achieve the goal of proper mamagnt of capitation grants.



TABLE OF CONTENTS

CERTIFICATION oottt ettt ettt e e et e e e s b e e e [
DECLARATION AND COPYRIGHT ..ot ee e i
ACKNOWLEDGEMENTS ..ottt ettt ee e i
ABBREVIATIONS AND ACRONYMS ...ttt iv
ABSTRACT oottt ettt ettt et e e st e e e e bt e e e e b bt e e e rnae e e nrree e e Vv
TABLE OF CONTENTS ...ttt ettt st e ettt e et e e e e nnnbe e e e ane Vi
LIST OF TABLE ...ttt ettt e e e nnneeees Xi
LIST OF FIGURE ...ttt ettt ettt e e Xii
CHAPTER ONE ...ttt ettt et e et e e e anb b e e e e s 1
(0] (a1 doTo [FTox 1 o] o HU PP PP PP PPPPPPPP 1
1.1 Background Of the STUAY ............uuimmmmmmriiie s 1
1.2 Statement of the Problem ... 3
1.3 ODbjectives Of the StUAY ..........uueiiiiieiie e 4
1.3.1 General ODJECLIVE. .......coooiii ettt enmnee e e s eeeeeeeeseees 4
1.3.2 SPECIfiC ODJECHIVES....ccci i i eeeeee e ee e eeeneees 4
1.4 ReSearch QUESTIONS ............uuuuui et e e e e e e e e e e e e e e eeeaee e e e e e e eeennens 4
1.5 SCOPE Of the STUAY ...uvviiiiiiimmmmme s 5
1.6 Significance of the StUAY ... 5
1.7 Limitation of the StUAY .........oooiiiiiiieiie e e e eeeees 6
CHAPTER TWO .ottt ettt s bt e e e st e e e s enneee s 7
LITERATURE REVIEW . ..oiiiiiiiiiee sttt e e et e ettt e e e sttt a e e e e nnsneneeeann 7
2.0 INEFOAUCTION ..ceeiieee ittt e e e e e e e e et n e e e e e e e e e e nees 7
2.1 Definition of KeY TEIMS .....coiiiiiiiiit e 7
2.1.1 Internal Control SYStemMS (ICS) ...coi oo 7
2.1.2 Capitation GrantsS ......cccoioiiiii ettt ettt e et e e e e e e et e e e e e aaaaeaeaaes 8
2.2 Theories of Internal Control SYStemMS ..o 8

vi



2.2.1 Dempster-Shafer Theory of Internal Control..............coevuviiiiiiiiiiiiiiiiiiiiieeeeen. 9

2.2.2 Agency Cost Theory of Internal Control...........ccoooeeioiii e, 10
2.3 Internal CoNtrol SYSEMS ........oiiiiiieceeeeeiieiieieiiiiietieeiebaaeebe bbbt mnnmneeseeeeesee e 11
2.3.1 Types of Internal CONLIOIS .........uuueeee e 11
2.3.1.1 Preventive CONMIOIS ..........u it et eemmmmi e e ene e seeneaes 12
2.3.1.2 DeteCtiVE CONMIOIS. .. .ciiiiieiiiiiiiiiee it e e e e e 12
2.4 Components of Internal Control system ..., 13
2.4.1 The control ENVIFONMENT ......cooiiieiiiii et ee e e 13
2.4.2 RISKASSESSMENL ... 14
2.4.3 CONIOl ACHVITIES .....eieeiiieeeiee e ettt e e e e eesesrr e e e e e e e e ans 15
2.4.4 Information and COMMUNICALION .......coeeeeeririiieieeee et eeeeeen s 15
P I Y o] a1 (o] o PP PPPPP PP 16
2.5 Capitation Grant in Local government Education...................euvveveeieiniiininnn. 16
2.6 Capitation Grant Governance in public sertdustry.............ccccccvviviiieienennnn. 17
2.6.1 The CiVIC ENQAJEMENT......uuuiiirrrtmmmmmmns s ssasssssasssssssssssssssasssssssssssssssssnsnes 17
2.6.1.1 CitiIZENS' AQEINCY ..ciiiiiiiiiiiiiiet ittt ettt e e e e e e e e e e e e e e e e e eas 18
2.6.1.2 VOIUNTEEIISIM ....tiiiiiiiie e ettt eeeee ettt e e e e e e e e e eeesn e e e e e e e e e aans 18
2.6.1.3 POlitiCal AWAIENESS .......cooiiee e e 18
AT Yol o T To ] I ANE | (o] o] 1 4|V PP 19
2.6.2.1 School Decision-Making POWET ........coacamiiiiiiiiiiiiiiieiiiiiiniieeeniieneennsieeneeees 20
2.6.2.2 Share of OWN SOUIrce REVENUES ... coummennennnniniinninneanennesneennensnmneenes 20
2.7 Ways to Achieve Successful Value for MON@Y............eevveiiiiiiiiiiiiiiiiiiiiiiiiines 21
2.7.1 To eradicate waste in benefits services ggEeand Systems .................ccoeeeeeee.
2.7.2 Local Governments control over the use afUBEeS ..., 21.
2.8 Empirical Literature REVIEW ............iicccaciiiiiiiiiiiiiiiiiiiiiiiie i e e 22
2.9 Conceptual FramEWOIK ..............u.esmummmmnsssssnnnsanssasaasssssassasssssassssssssssssssssssnsnes 25
CHAPTER THREE ....ooiiiiiiiiie ettt et e e e snaan e e e ee e e 27
RESEARCH METHODOLOGY  ...ciiiiiiiiiiiiie ettt 27
3.0 INFOAUCTION ... e 27



.l SHUAY AT .. e 27

3.2 RESEAICN DESION ... e 27
3.3 StUAY POPUIALION ...t e 28
3.4 Sample Size and Sampling TechniqUe ..., 28
34,1 SAMPIE SIZE ... e 28
3.4.2 Sampling TECANIQUES .......uuiiiiiiirceeee e 29
3.4.2.1 Purposive Sampling TEChNIQUE. ... 29
3.4.2.2 Convenience Sampling TEChNIQUE...cccceceeeeeiieieii e, 30
3.5 Data Collection Methods ........ccooiiiii e 30
3.5.1 Questionnaire Method................commmmeeeeeeeeiiiiiee e e e e eeee e 30
3.5.2 INtervieW MEthOd ........coiiiiiiii i ceeeeee e e 31
3.5.3 DOCUMENLAIY REVIEW ... .uuuuiiiiiiiitimmmmmm s ssssss s s ssssss s asesssas e e s s sesssnsssnnnsne 31
3.6 Data AnalysisS MEthOUS...........coiiiicemmeeveeveeieeiviiiibviie bbb seeeeeseeees 32
3.6.1 Qualitative Data ANAIYSIS ......ccooiii e 32
3.6.2 Quantitative Data ANAIYSIS ........uuuurrruuerreiiiiiiiiiiiiiirineeeeeenreee—————————— 32
3.7 Ethical CONSIAEIAtION ......uei e 32
CHAPTER FOUR ...ttt e et e e et an e e e e nnsaeee e e anaeeeas 34
FINDINGS AND DISCUSSION ....cciitiiiieiiiiiiie et eieee st e i 34
4.0 INTFOAUCTION ...ttt ettt 34
4.1 Socio-economic characteristics of reSPONUENLS............vvvvvvvevirivimeiiiiireininienne. 34
4.2 Types of internal control existing in MMC.............cccoiieeeeeee, 38
4.2.1 Budgetary CONIOL........coooi i ee e eenene 38
4.2.2 EXPenditure CONIOL........oueiiiiiiiieeeeee e 39
4.2.3 REPOIM WIIEING «eeeeieiiiiiieeieiee ettt ettt e e 40
4.2.4 COMMUNICALION ...ttt et e e et e e e e e e e e e e e e e aaaaaeeaas 40

4.3 Presence of internal control of capitatiomggan Morogoro Municipal Council ..41
4.2.1 Receiving of capitation grants through Banks...................euvviviiiiiiiiiniiiiienn. 41

4.2.2 Payments for school facilities and servieeslered using bank accounts........... 43

viii



4.2.5 Monthly Bank reconciliation statement onitaton grants............ccccceveeveveeeennen. 45
4.4 Effectiveness of the internal control systespeeially on in capitation grants for
PHMATY SCROOIS ... e 46

4.4.1 The contribution of internal audit to enharmproper distribution of capitation

0 =0 PP 46
4.4.2 Receiving capitation grant through banksrtbance proper distribution............ 48
4.4.3 Payments through bank to enhance propetrotoand uses of capitation

(0= T 1 57T PPPPPPRPPPR 50
4.4.4 Monthly Banks reconciliation statement enlegmoper management of capitation

[0 =T 1 PP UPPPPPR 51
4.4.5 Enrolment of pupils in primary schools in MMIGm 2011 t02014 ..................... 52
4.4.5.1 Quality improvement of teaching materiald aducation standards ................. 52
4.4.5.2 Availability of teaching materials ... 53
4.4.5.4 Compliance to procurement regulatioNS . .oooeeeeeeeeeen e 53
4.5 The roles of internal controls on capitatioarny implemented by MMC................ 54
4.5.1 Internal control enhances proper preparatad financial reports............ccccc...... 54
4.5.2 Enhancing availability of facilities and pesgeaching in primary schools.......... 56
4.5.3 Helping MMC to comply with the capitatioragts regulations.......................... 57
4.6 Variable of value for money on CGS eXPeN@BUL...............euvuruererermmrmnnnnnnnnnn 58
4.6.1 Quality on goods and services for CGS expiarei ...............cccevvvviineeeeeeeennns 58.
4.6.3 Cost in relation to quality of goods an/BRES .............eeviiiiiiiiiiiiiiiiiiiiiiieeeens 60
CHAPTER FIVE ..ottt te ettt e ettt e e et e e e e s e e e e anaaeeennes 62
CONCLUSION, RECOMMENDATION AND POLICY IMPLICATIONS .......... 62
5.0 INrOAUCTION ... 62
5.1 CONCIUSIONS ...ttt ettt ettt ettt sttt st bemmeme e e e et eeeeeeeeeeeeees 62
5.2 POlICY IMPIICALIONS .....cciiiiiiiiiii ittt e nsannenes 63
5.3 ReCOMMENAALIONS ....ccceiiiiiiiiiiiiiiee et e e 64
5.3.1 Internal Control SYStemM REVIEWS.......ccvmeeeeieeeeeieeieeeeeeeeeeeeee e 64



5.3.2 Planning and

Budget Setting .......ccooeeeee e 64

SRS I 001y 010 ] 1 (0] LT 64
REFERENCES . ... oo e ettt e e e e e e e e e e e aenas 65
APPENDIX | QUESTIONNAIRE ... e 70



LIST OF TABLE

Table 3.1: Selection of Sample Size .......ccccceeiiii 29
Table 4.1 Socio-economic characteristics of respot®l..............cccceviiiiiiiinennn 35
Table 4.2 Receiving of capitation grants throughl&a.................cccccvvvviniiiniiiinniin 41

Table 4.3: Payments for school facilities and sswvirendered using bank accounts....43
Table 4.4: Monthly Bank reconciliation statementoapitation grants ........................ 45
Table 4.5 The contribution of internal audit to anbe proper distribution of capitation
[0 =T 1 PP UPPPPPR 47
Table 4.6: Receiving capitation grant through bawoksnhance proper distribution .....49

Table 4.7: Payments through bank to enhance propetrol and uses of capitation

(0 =11 53 PP PP 50
Table 4.8 Monthly Banks reconciliation statementance proper management of

(or= o1 =1 (ol I e | £ o £ TSP 51
Table 4.9 Enrolment of pupils in primary schoolMMC from 2011 to2014.............. 52
Table 4.10 Compliance to Procurement regulations.............ccccoeeeeeeiieeiiieeeeee, 54
Table 4.10 Internal control enhances proper préijpasaof financial reports................ 55

Table 4.11: Enhancing availability of facilitiescaproper teaching in primary schools 57

Table 4.12: Helping MMC to comply with the capitatigrants regulations ................. 58
Table 4.13 Quality on goods and services for C@eBaitures ...........ccccceeeeeeeeeeeevnnnns 59
Table 4.14 Cost in relation to quality of goods 8ROVICeS ..............cccooeiiiiiiiiinnnnn 60

Xi



LIST OF FIGURE

Figure 2.1: Conceptual framework

xii



CHAPTER ONE
1.0 Introduction

This chapter introduces the study by presentingintreduction section, followed by
background of the study, statement of the probleesearch objectives, research
guestions, scope and limitation of the study, sigamce of the study, and organization

of the study.

1.1 Background of the Study

Historically Tanzania has a long history of funaoiing local government, starting with
the Native Authorities Ordinance in 1926. In 19#f local government was abolished
and replaced with a direct central government rdlbe local government was
reintroduced in 1982 when the rural councils an@lrauthorities were re-established
(Jaba, 2010). The local government elections tdakepin 1983 and established the
functions of councils in 1984. The LGRP  coveredrfareas: political
Decentralization, financial decentralization, adistirative decentralization, and
Changed central-local relations, with the mainlagmvernment having over-riding

powers within the framework of the Constitutionn&iAnno; Kuusi 2009).

Local Government in Tanzania for many years has lbequired to develop and adhere
to effective Internal Control Systems (ICS) in arde attain Value for Money (VFM)
particularly in development expenditure Matrix (Des; 2007). These Internal Control
requirements have increased significantly due tanareased awareness of people and
the members of parliament that has led the govemhrok Tanzania to establish an
independent internal control organ following the émdments of the Public Finance Act
(PFA) CAP 348 in 2010.



Decentralization mandates Local Government(LGncduo set up effective Internal
Control Systems (ICS) that ensures the reliabibtyd integrity of information,
compliance with policies, plans procedures, lawd gegulations, safeguard of assets,
check on the misappropriation of their resourcesyall as proper authorization of
expenditure and regular update of books of @ in order to attain Value for
Money (Lubabah, 2009; Assimwe & Nakanyike, 2007; AG 1997).

Primary education is one of the key sectors thagthvernment of Tanzania has selected
to be one among the priorities under the “Big RisshNbw” (BRN), whereby the aim of
making more development in this sector startedcaffely when the government
established the so called the capitation grantsherprimary and secondary schools in
2002. Establishment of capitation grant system geared toward compensating the
revenue loss in schools due to the abolition ofosttees and contributions. The
introduction of the capitation grant allowed chddrfrom all wealth backgrounds to go
to school and hence reducing social exclusion ddreh from poor households could
now afford to attend school. Net enrolment ratesersharply from less than 60% of
eligible school age children in the year 2000 taemibian 95%t since 2006 (Hakielimu
Report, 2010).

Since the Tanzania Government invests large sumsnafey in the Schools as
Capitation grant, the outputs in terms of teacland learning materials are expected to

match with development expenditures, which is hetdase (CAG Report, 2010).

In addressing the problem, The Tanzania Local Gowent Authorities have been
going on many reforms in the area of Public Far@nManagement (PFM) since 1998
under the name Public Financial Management RefaogrBmme (PFMRP) as well the
introduction of Decentralisation by Devolution (p D) policy which intends to provide

autonomous power to local authorities hence be watable, transparency and be

assessed on their performance.



1.2 Statement of the Problem

As local governments have been given powers thralggentralisation, government
primary schools began being managed by the locatrgment authorities (Issa, 2004).
This management of public primary schools enhancgsiementation of various
education activities and improves the quality ofication offered in primary schools.
However, Mushi (2006) shows that there are findneianagement malpractices that
entail collusions between school committee chasgpes and head-teachers, and
between head-teachers and District Primary Edutatidficers (DPEOs). These
malpractices of collusions undermine the efforteedby the government and hinder the
implied transparency and efficiency of the diragbgort to schools. Moreover, Halleck
and Poisson (2007) list a number of malpracticeh s use of educational funds on
unplanned activities such as to cover irregularnpayts. Also there have been a
problem of capitation grant being underfunded fxareple a 2004 public expenditure
tracking study (PETS) administered by REPOA foumat ¥0% of capitation grant did
not reach the school level on time (Hakielimu EdwceBrief No 7.2E, 2010). On their
report REPOA also argued on the complexity systéndisbursement of capitation

grant.

Therefore, the problem of misuse of public fundsasprevalent even when funds are
allocated fairly across schools at the individeadel. Thus, increasing capitation grant
disbursements to primary schools may not be a ganfoe improving quality of public

primary schooling in Tanzania. However, full capda grant can be prioritised on the
budget, a clear disbursement system and clear slehadd transparency in all levels
may increase the efficient use of these public sukdirthermore there is no clear study
or auditoria report that has shown the chance efititernal system in our district

councils in supervising the allocation and useghef capitation grant in government
primary schools. Therefore, this study will analylse effectiveness of internal control

systems in managing capitation grant for governmentary schools in Tanzania.



The study was interested on analyzing the effectige of the internal control by
considering the already received funds by the lacghorities and the management of

the funds at the primary schools.

1.3 Objectives of the Study

The study is designed to achieve a general obgdivd narrowed down to three

specific objectives as presented below;

1.3.1 General Objective

The general objective of this study was to anatyeeeffectiveness of internal control
systems in managing education capitation grant®aal government authorities of
Tanzania particularly funds allocated in primaryeation in Morogoro municipal as a

study area.

1.3.2 Specific Objectives
The specific objectives of the study were as foow
i. To find out the presence of the internal contradtegn on the capitation
grants in primary schools.
ii. To examine the effectiveness of the internal cdnggstem in capitation
grants in primary schools.
iii.  To examine Value for Money attained on the camtatgrants granted to

primary schools in the study area.

1.4 Research Questions

i. Is there internal control system on the capitagmants in primary schools?
ii. How effective is the internal control system in itajon grants in primary

schools?



iii.  What is the Value for Money on the Capitation gragnanted to government

primary schools?

1.5 Scope of the Study

Public funds not only capitation grant have compggtem of disbursement, however
when followed in transparency, it reduces compland the misuse. The study was
interested on analyzing the effectiveness of therimal control by considering the
already received funds by the local authorities tiedmanagement of the funds at the
primary schools.

The study focused at these two lower levels indisbursement process due to two
reasons. One there some argument that money rddeykcal councils for capitation
grant are not sent all or sent partially or delaggegrimary schools as directed. Second,
it will be in researcher’s capacity to obtain dataone among the stake holders and

collect data given constraint of time of the reskar

1.6 Significance of the Study

The study will help the policy makers realize treed to have and implement effective
Internal Control Systems in the implementation @f&opment grants which in turn will

help achieve Value for Money to the intended uséthese development programmes.

1.6.1 To Local Government Authorities

The study will generate knowledge to link Inter@bntrol Systems and Value for

Money which will guide Policy makers in the plangifor the public resources.



1.6.2 To the Finance and Accounting Practitioners

The study will be helpful to all academicians amdgtitioners in finance and accounting
management. The study will help them generate kedgd on the way internal control

should be practised in a reliable manner to hedp firms safeguard their assets.

1.6.3 To the Researcher (s)

The study has helped the researcher to acquirelkdge and understand the techniques
of doing research. Above all, the study has hethedesearcher to have knowledge on
internal control systems in local governments -itsdindings informed him on how
internal control may be the tool for MMC to achieeffective VFM of education
capitation grants. Also, the Study will enable segrcher to complete master’'s degree in

Finance and Accounting.

1.7 Limitation of the study

The study concentrated only to Morogoro Municipabu@cil and all government
primary school supervised by it, thus provided ssta to other Municipal councils.
There was a poor response especially at the sdewel as the respondents were
reluctant to provide information on Capitation Grarhe study frequently explained to
the respondents that it was purely for academi@gmes to eliminate information

concealment.



CHAPTER TWO

LITERATURE REVIEW

2.0 Introduction

This chapter discusses the definitions of key temagiews some related literatures,
both theoretical and empirical concerning the maércontrol systems and the capitation
grant, afterwards, it draws the conceptual framéwbased on the assumptions

presented in the available literature.

2.1 Definition of Key Terms

This section provides definitions of key terms oncepts as employed in this study. The
process of definition and description is carrietliathe following arrangement; Internal

control systems then the capitation grant.

2.1.1 Internal Control Systems (ICS)

According to Motlia (2009) internal control systemefer to internal controls with a
common purpose grouped together. Basically, interoatrol as defined in accounting
and auditing is a process for assuring achievero€m@in organisation’s objectives in
operational effectiveness and efficiency, reliabfeancial reporting, and compliance
with laws, regulations and policies. A broad corcejpternal control involves
everything that controls risks to an organisatiGerfvais, 2004).

The International Standards on Auditing number ¥&A(400) defined Internal control
Systems as comprising the controlled environmedtcamtrol procedures. It includes all
policies and procedures adopted by the managenfeah entity to assist in their

objectives achievements, as far as practicable, otiderly and efficiently conduct
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business, including adherence to management pglisefeguard of assets, prevention
and detection of frauds and errors, the occurrearg® completeness to accounting

records, and the time when preparing the finanefarmation.

Based on the definitions above, internal controtherefore, a means by which an
organisation’s resources are directed, monitored, measured. It plays an important
role in detecting and preventing fraud and protecthe organisation’s resources, both
physical (e.g., machinery and property) and intaleg(e.g., reputation or intellectual

property such as trademarks).

2.1.2 Capitation Grants

The term capitation grants is defined by AblutzG20as an amount of money given to
an organisation for each person it deals with,hHesacor cares for. So it is all money
given to government primary schools for educationprovements. Manara and
Mwombela (2012) shows that the capitation grantpidmary education in Tanzania is
meant to provide money for teaching and learnintends for pupils enrolled in public
schools at Tshs 10,000 per pupil per annum in dhlewing allocation; Text books,
teaching guides, supplementary reading materials 4300, Chalk, exercise books,
pens, pencils Tsh 2000, Facility repairs Tsh 2dXamination paper, purchase and
printing Tsh 1000, Administration Materials Tsh 000

2.2 Theories of Internal Control Systems

There exist different theories about internal colntn this study dempster-shafer theory

and Agency Cost theory of Internal Control havenbexiewed.



2.2.1 Dempster-Shafer Theory of Internal Control

According to Dempster-Shafer theory of internal tooip both quantitative and
gualitative methods exist for the evaluation oémil controls. Conventionally, auditors
often adopt qualitative methods, such as questims)achecklists, flow charts, and test
of transactions for evaluation purposes.

The theory provides a systematic way to repredantiriterrelationships amongst key
accounting systems components for the evaluatiotfCofor financial resources and
others — including; significant accounts being aagtd, business processes impacting
these accounts, risks to which business processesxposed, control procedures
implemented to counter the risks, and evidenceegathto evaluate the effectiveness of
control procedures (Srivastava, & Vasarhelyi, 201Zurthermore, Srivastava, and
Vasarhelyi (2012) Explained that the theory belgegegiven judgements on strength of
the audit evidence gathered as input, the proposdtod provides a rigorous algorithm
to aggregate these judgements, propagate, and gaggreéhe results, and output
guantitative risk assessments on various leveldinithe accounting information
system. Included are assessments related to thalloi@, significant accounts level,

business process level, individual risk level, ardividual control procedure level.

Basically, the evidential reasoning of this apploeca process of risk assessment where
several variables (assertions) when combined tegatiform us about a variable of
interest such as the effectiveness of internalrotnlt allows the decision maker to
develop a framework that aggregates all the evileacailable in the situation
pertaining to various intermediate variables anehtinfer about variables of interest
such a feature makes the theory appealing to thke&von of the effectiveness of the IC
system because the ultimate effectiveness reliesn umultiple factors such as
effectiveness of multiple control procedures, tlomtml environment, and evidence

gathered from various sources ( Yeager, and LiQ8R0



2.2.2 Agency Cost Theory of Internal Control

According to this theory there is an intense imationship between effective internal
control performance and agency cost and assetigeclihe theory maintains that
reporting on internal control may be consideredaasionitoring function to reduce
conflict between debt holders, shareholders, andnagement (Ziurtv, 2007,
Williamson, 1998).

The theory puts much of emphasis on the relatignsbtween firm’s asset security and
effective performance of internal control. Ziurt20Q7) argured that based on that
relationship, the theory thus, provides that; adéguappropriation and security of

resources lie in the capability of effective int@ronontrol system.

The Institute of Chartered Accountants (2005) elatgd that agency theory is a useful
Economic theory of accountability, which helps teplain the development of the
control and the way it should be viewed. In ortiebetter explicate the relationship
opinions, this theory has put aside two varialbiésgg in principals such as company
‘stop management on one side, as well agentsdika@itors on the other side. Therefore,
a simple agency model suggests that, as a resuifafmation asymmetries and self-
interest, principals lack reasons to trust theierdg and will seek to resolve these
concerns by putting in place mechanisms to alignrterests of agents with
principals and to reduce the scope for informatasymmetries and opportunistic

behaviour.

Gervais (2004) argued that delegation of respalitgibly the principal and the resulting
division of labour are helpful in promoting an eféint and productive economy.
However, such delegation also means that the pahcieeds to place trust in an agent
such as auditor to act in the principal’'s bestregés like; performing internal control

with full focus of safeguarding company’s assets.
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2.3 Internal Control Systems

This section presents the theoretical part of thelys The purpose of reviewing
theoretical literature is to allow the study to ap certain thoughts and opinions from
various authors and writers so as to get a guideards understanding the way internal
control systems may be effective in achieving vdimemoney under situation either

identical or similar to the topic under concern.

According to Storkey (2011) Internal control systsngonsidered as a management tool
that serves as a means to achieve performancerafitdlplity targets, and prevents loss
of resources of LGAs as managing financial riskviry important to modern
organisations. In achieving the effective interoahtrol, the agency theory suggested
the presence of a third party called “auditor” tes@ere and reduce the asymmetric of
information among principal and the agent. For teason Jsengying (2009) explained
that professional auditors must be given cooparaioplay crucial task to make sure
that they achieve the highest level of asset swculti is for the same reason the
constitution of united republic of Tanzania of 1983 amended from time to time
section 140 empowers the Controller and Auditor ésainto have full power to access
any documents during auditing process at any pudiiity. During auditing process
auditors must examine internal controls to checthére working properly. However,
there are different types of internal controls withn organisation and it depends with

complexity of the organisation structure.

2.3.1 Types of Internal Controls

Generally speaking, there are two major types aérimal controls - one being;
preventive and the other being; detective. These tiypes of internal controls are

discussed below;
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2.3.1.1 Preventive Controls

As the term itself specifies, preventive controle &ind of controls designed to
discourage errors or irregularities from occurrif@iver, 2014). They are proactive
controls that help to ensure department objecivedeing met. Examples of preventive
controls are: segregation of duties: where dutiessagregated among different people

to reduce the risk of error or inappropriate actiotiver, 2014).

Normally, responsibilities for authorising transans (approvals), recording

transactions (accounting) and healing the relasedtgcustody) are divided.

Second are; approvals, authorisations and veiidiget management authorizes
employees to perform certain activities and execetgain transactions within limited
parameters. In addition, management specifies thoseities or transactions that need
supervisory approval before they are performed. #hedthird and last is the security of
assets (preventive and detective): access to eeguipnmventories, securities, cash and
other asset is restricted; assets are periodicaliypted and compared to amounts shown
on control records (Oliver, 2014).

2.3.1.2 Detective Controls

Detective controls are the types of controls desigto find errors or irregularities after
they have occurred. Examples of detective contrioislude: First; review of
performance: in which management compares infoomatbout current performance to
budgets, forecasts, prior periods, or other bencksng measure the extent to which
goals and objectives are being achieved and tdifeihunexpected results or unusual
conditions that require follow-up (Oliver, 2014).hd second example include;
reconciliations: wherein an employee relates dffiérsets of data to one another,
identifies and investigates differences, and talasective action, when necessary. The

third example includes physical inventories. And tbur one involves audits (Ibid).
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2.4 Components of Internal Control system

Under the basis for developing and providing bussneontrol systems and assessment
and addressing their effectiveness (internal comésues) the study has identified the
following component of internal control according the Committee of Sponsoring
Organisation, (2014) and Bushman, (2007) as; thér@oenvironment; risk assessment;

control activities; information and communicatiardamonitoring.

2.4.1 The control Environment

Control environment relates to the organisationdentification, analysis, and
management of the risks that are related to firrdrstatement preparation. The control
environment is the basis for all other componemstrol (COSO, 2014; Bushman,
2007).

According to DiNapoli (2007),Control Environmel(€E) is the philosophy, style and
supportive attitude, as well as the competenitecad value integrity and morale of
the people of the organization. The control emnent is further affected by the
organization’s structure and accountability relasioip. It is the attitude and actions of
Council and Management regarding the significan€ecantrol within the LGAs.
Control Environment provides the discipline andustre for the achievement of the
primary objectives of the System of Internal CohtrAccording to Letsuy (2012)
control environment is the foundation of the ICSl aets the tone of an organization,
influencing the control consciousness of its stafiis is the overall LGA attitude, value
and philosophy of senior political and managemesgtaetive and the culture throughout
the LG relating to the timeliness, integrity, ammtw@racy of financial reporting (Thuy,
2007).

It provides the discipline and structure as welltlas climate which influences the
overall quality of the Internal Control Systemsefaents of the control environment are;

the personal and professional integrity and athvalue of management and staff,
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appropriate culture in the organization attitudeaads internal control throughout the
organization; commitment to competence; the “toaethe top”(i.e. management’s
philosophy and operating style); a good orgarorati structure (an independent
Internal Audit function and segregation of dutiesjt up proper authorization limits and
human resources policies and practices(Kaplan, ;2Q087; INTOSAI, 2004, and
Laura, 2002).

2.4.2 Risk Assessment

This component refers to the organisation’s ideifon, analysis, and management of
the risks that are related to financial statemeneiparation, in order to ensure that
financial statements are presented fairly and impl@mnce with generally accepted
accounting principles (GAAP) (COSO, 2014; Bushn20q7).

Risk assessment is the process of identifying amalysing relevant risks to the
achievement of the entity’'s objectives and detemmginthe appropriate response
(DiNapoli, 2007; INTOSAI, 2004). It involves riskdentification; risk evaluation
(estimating the Impact of risk; assessing the lilood of the risk occurrence);

assessment of the risk appetite of the organizatiod development of responses.

Risk assessment should be performed and shouiifigecontrollable risks (risks that

are caused by the external environment that thiéyesperated in). According to the

Cadbury Report (1992), risk management should k&syatic and also embedded in
company procedures. And there should be a culafraisk awareness in the

organization. As governmental, economic, indugigulatory and operating conditions
are in constant change, risk assessment shouldh mngoing iterative process. Risk
Assessment implies identifying and analysing attezenditions and opportunities and
risk (risk assessment cycle) and modifying interoahtrol to address changing risk
(Heald, 2003).
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2.4.3 Control Activities

The organisation’s policies and procedures whidp basure that necessary actions are
taken to address the potential risks involved inoamplishing the entity’s objectives
(COSO0, 2014; Bushman, 2007).

Once the controllable risks have been identifigagctic control activities can be
undertaken to reduce those risks (Kaplan, 20083o#ting to Thuy (2007); Sarbanes —
Oxley Act (SOX, 2002); Control Activities are conged of policies procedures and

systems relating to the reliability of financiapeting.

They include; authorizations and approvals, vetfans, reconciliations, review of
performance, security of assets, segregation akeslwind controls over information
systems (Laura, 2002). The elements with chequmageds procedures governing the
counting and valuation of inventory, the procuremeamd disposal systems and codes
of conduct to guide employee behaviour (KaplamQ&O0Thuy 2007, SOX, 2002).
Control activities can be preventive and /or detectCorrective actions are a necessary
complement to internal control activities in orderachieve the organization objectives

hence realizing Value for Money.

2.4.4 Information and Communication

This component focuses on the nature and qualityfofmation needed for effective
control, the systems used to develop such infoonatand reports necessary to

communicate it effectively (internal control issy€0S0O, 2014; Bushman, 2007).
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2.4.5 Monitoring

This component involves assessing the quality dfettereness of the organisations
internal control process over time. It includeseassig the design and operation of
controls, and assessing compliance with policiesmancedures. It also provides for the
implementation of appropriate actions when necgg§€a0S0O, 2014; Bushman, 2007).

2.5 Capitation Grant in Local government Education

School fees abolition is becoming increasingly askiedged as one of the strategies
toward Universal Primary Education and as a keysmeato achieving children’s right

to education. In view of this, the World Bank anNIGEF in 2005 launched the School
Fee Abolition Initiative which aimed to dissemindessons from the experience of
countries that have abolished fees and provideegbmspecific advice to countries that

are seeking to do so (Manara and Mwombera 2012).

Experience in several countries shows that theafgicosts of schooling are a major
barrier that prevent many children from accessing aompleting a quality basic
education. They are especially burdensome in cmsnwhere poverty imposes tough
choices on families and households about how maualy veéhich children to send to

school, and for how long.

School fees represent a regressive taxation onfaaalies, and the enrolment of poor,

excluded and vulnerable children is very sensitiveees, even when these are small.

School fee abolition is not just about “tuition $&€which do not necessarily constitute
the main bulk of fees). School fee abolition mastetinto consideration the wide range
of the costs of schooling to families and house$olthis means any direct and indirect
costs/charges (tuition fees, costs of text booksppkes and uniforms, other
contributions, costs related to sports and othdroaic activities, costs related to
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transportation, contributions to teachers’ salargexsl the like.) as well as opportunity

costs and other burdens on poor families.

To meet the Millennium Development Goal (MDG) falueation and national targets
the Tanzania Government took a bold step forwardalbglishing all fees charged by
schools and also providing schools with a smalhgfar each pupil enrolled. The grant

provided is called the capitation grant.

The decision to replace school fees with capitaioents has some advantage which
include increased enrolment however it has critteat whether it have the desired
impact on the quality of education. It can be st increase in enrolment will result to
increased demand for additional classrooms; denfi@nddditional teachers; Demand
for additional textbooks and other teaching andnieg materials and it is difficult to

sustain community participation.

2.6 Capitation Grant Governance in public sectorndustry

The governance of the capitation grant in Tanzearabe categorised into two; the civic

engagement and the school autonomy.

2.6.1 The Civic Engagement

Civic engagement refers to citizens’ interactiorirma particular field of interest, for
example, public finance policy, with a view to dbiag a favourable outcome from
such interaction (World Bank, 2001).

Thus, aspects of social accountability such aszem’ agency, volunteerism and
political awareness are all forms of civic engagetme Tanzania. For instance, budget
advocacy through villagers’ participation in VillagAssemblies (VA), civil society
participation in Ward Development Committees (WDQCHistrict Consultative

Committees (DCCs) and Regional Consultative Conelestt{RCCs) have become some
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of the most popular forms of exercising citizengjeacy in Tanzania. The civic

engagement comprises of citizens’ agency, volursi@eand political awareness.

2.6.1.1 Citizens’ Agency

Citizens’ agency concept assumes that ongoing cbitween the public and their
leaders provides the citizenry with the opportunidydraw attention to weaknesses in
service delivery, and, as a result, the leadersldvtake appropriate measures in line
with user preferences (Manara & Mwombela 2012).

In Tanzania, the quality of exchanges between conitpnmembers and government at
different levels has reached a higher platform mdgeas each side appreciates the

attitude and effort of the other

2.6.1.2 Volunteerism

Volunteering is working, the putting in of time aedergy, which one person does for
another or for the public, of their free will, anith no material compensation similar in
guantity or quality to the market value for theservices (Cohen, 2009). The
participatory aspect of volunteerism can contridota heightened understanding of the
forces which shape governments and societies, ngadb greater transparency,

accountability.

2.6.1.3 Political Awareness

Political awareness manifests itself through vedenout, attendance in political rallies,
and listening to and/or reading news from the nmasdia. People are more active today
in terms of participation in elections despite thet that attempts to influence the results

through both legal and illegal means are commorsgket al., 2006).
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Mass media is by far the most important means higlwpeople access information. Of
the three main types of mass media, radio contitmé® the most accessible, followed
by newspapers and then television (HakiElimu & REDEO006). A radio is the most
commonly owned item within households, most likélye to its affordability, portability
and low maintenance costs. Currently, internet m@yimited in access, affordability
and utility, but it is gaining in influence. Infoation via the internet travels faster,
especially with the current wave of providing imet services through mobile phones

and short message services (SMS).

2.6.2 School Autonomy

School autonomy is a form of school managementhithvschools are given decision-
making authority over their operations (Arcia ef 4011). Some authors have suggested
using “de facto” autonomy as opposed to “de jurgbaomy as the relevant measure of
autonomy. While “de jure” autonomy refers to whettie school has been appointed as
autonomous or not, “de facto” autonomy is relatethe level of autonomy the school is
actually enjoying or exercising as measured by rihenber (or the percentage) of

decisions the school makes (Manara & mwombela 2012)

Public primary schools in Tanzania derive theiroaoimy from their local councils.
Thus, current school autonomy in Tanzania shouldvibered in the context of the
Decentralisation-by-Devolution Policy of 1998. Schautonomy includes freedom to
determine own school needs, set priorities and &isdgn the basis of the total resource
envelope available at school level including sultrems from the government (Mushi,
2006).

There two sets of indicators for school autonomme for authority over the use of the
school budget (school decision-making power) anithaity to seek additional funds

from non-government sources (share of school ownceaevenues).
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2.6.2.1 School Decision-Making Power

The progression in school autonomy in the last tdecades has led to the
conceptualisation of school-based management asna df decentralisation in which
the school is in charge of most managerial decsshart with the participation of parents
through school committees (Manara and Mwombela R0%2hool autonomy fosters
governance by making the school committee in chafgehool management (Arcia et
al., 2011).

Although the capitation grant programme has in@éaschool autonomy, the role of
local governments at district, ward and villageelsvin the delivery of primary
education remained unclear. Interference by theribisPrimary Education Office
(DPEO), Ward Education Coordinators (WECs) anchgd#l government officials have
been creating tensions among the school commitezabars and teachers. The school
committee is the lynchpin of the success of thatsgry at the community level (Manare

& Mwombela 2012) but members do not have full maedm school management.

2.6.2.2 Share of Own Source Revenues

Public schools are fiscally decentralised if theg allowed to mobilise own resources
for school operations and development expenditfeskeland & Filmer, 2002).
Innovative local sources of education developmaranice can easily be tapped where
there are effective community-based school comastteunning the relevant school
(Lwaitama, 2004). In Tanzania, there are two saiafeown school revenues, namely
donations from the private sector and non-govertabeorganisations (NGOs) and

contributions from parents and the wider community.

Government primary schools also generate own regefom gardening, selling tree
seedlings, small restaurants and milling machi@ber schools, especially those in
urban centres, rent out their premises and chdrgeetwho operate petty businesses

within their compounds.
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2.7 Ways to Achieve Successful Value for Money
2.7.1 To eradicate waste in benefits services prases and systems

Value for Money (VFM) can be achieved by eradiaatimaste in benefits services
processes and systems. The “critical success faooa public sector organization is
the degree to which it fulfils its set objectivasdamission in terms of being efficient,
effective, and economical. The Internal controlteys are keys in achieving the
organizational set mission and objectives; hendaé/for Money.

2.7.2 Local Governments control over the use of rearces

The main approach to VFM is the LG’s control oviee use of resources in order to
achieve its set objectives, LGIAM (2007). Regulati€a06 of the LGFAR (2007)
requires the Head of Internal Audit to carry ougular review to ascertain whether
council receives VFM in all its activities. Heads[@epartment should establish sound
arrangements for planning, appraising, authorizarg controlling operations in order
to achieve Value for \money LGFAR (2007). Davie8(2) holds that the public sector
applies no consistency in defining Value for morf¢¥M) and the decision making
strategies of LGs are poorly defined and applieegularly hence LGs are able to
exploit the definition of VFM to justify their acins.

However, many authors hold that Value for moneg term used to assess whether or
not an organization has obtained the maximum befrefin the goods and services it
acquires and/ or provides, within the resourceglahe to it. Value for Money is not
paying more for a good or service than its qualit@vailability justifies as well public
spending implies a concern with economy (cost mmetion), efficiency (output
maximization) and effectiveness(full attainmenttloé intended results) (Glendenning
1998; Davies 2007; Deakin 1998 and LGIAM, 2007).
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The most effective way to improve Value for Money by reducing the level of
irregularity and fraud through improvements in tBevernment’s system of internal
financial control (Kaplan, 2009; LGFAR 200).

During the process, communication needs to be eddinat their resources are being
used efficiently and effectively in providing thigit service at the least cost. However,
Kerr (2005) observed that the will to provide Vafoe Money in Government spending
is weak because accountability to taxpayers an@ubéc is generally weak.

According to Heald (2003) VFM analysis needed tp @tention to total risk and VFM
is related to concept of efficiency and effectiveneliju and Ogded (2009) hold that
despite a long period of implementing performanggnagement within the public
sector improvement in performance , accountgbiliansparency, quality of services

and Value for Money have not yet been achieved.

2.8 Empirical Literature Review

This part reviewed the study done by other autloorsesearchers relating to internal

controls and the capitation grant.

Yustaria (2010) conducted a research to find the ob internal controls in financial

institution. The research was titled “the emergiolg of internal control practice on the
security of assets in small financial lending ingion in Tanzania”. From this research
the findings revealed that, internal control was mhere instrument through which most
of small financial lending institution was capabtd scrutinising all financial

performances relating to the level of lending. Timeling shows that internal controls
helps the reliability of financial reporting andteetion of errors as a result minimise

risks which occurred with regard to financial #tion.

In addition Shaban (2011) focused on determinimgitpact of internal control on the
financial performance of Financial-Based Institnidn Tanzania; the case of National

Microfinance Bank (NMB), head office, Ilala, Dar 8alaam found that there was a big
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impact derived from the application of internal tohon the financial performance of

financial-based institutions in Tanzania. The fgd further shows that with the

presence and application of internal control, ewaspect relating to banking operation
including; transactions which were to be recorded & turn could be evaluated,

Internal controls influences everyone in the bamlkatlhere to the keeping record of
every asset used; none of the errors, fraud, asdppropriation could be deliberately
undertaken.

According to John (2011) who studied the relatigmdbetween internal control and

organizational performance of Limited Industriesiding’'s shows that there is a

significant positive relationship between intereahtrol system and management of a

limited companies.

Moreover, Makubi (2012), studied the impact of finl internal control on financial
performance in Religious-Based Organizations (RB@® study found that Financial
Internal Control plays a significant role espegati preventing the occurrence of fraud,
and likewise may impact financial performance btedeéng various aspects involved in
financial performance. The finding also shows thi@miancial Internal Controls may be
used as a tool which can reveal all necessity @izdunelated matters such as fraud, cost

and expenses.

Ritva and Svensson (2005) did a research titlegjHtitng Corruption To Improve
Schooling: Evidence From A Newspaper Campaign Ilraniidg” with the question
“What is the most effective way to increase primacjool enrolment?” A newspaper
campaign in Uganda aimed at reducing capture ofig@nds by providing schools
(parents) with information to monitor local offitsahandling of a large education grant
program. The findings in this research shows thath bkenrolment and test scores
increased significantly more in schools in areath \wigher newspaper penetration, and

thus in schools with more funds.
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The findings further shows that since schools wkes to spend their grants on
whatever nonwage items they needed, be it texth@ok®ol meals, school uniforms, or

flipcharts, the indirectly enhancement learningivétaés should be addressed by the

policy.

However, Manara and Mwombela (2012) in their rededitled “The Governance of the
Capitation Grant in Primary Education in Tanzahiy Civic Engagement and School
Autonomy Matter” finding shows that the level ofpd@ation grant governance in
schools in average-spending councils (Morogoro M@ londoa DC) is higher than in
high-spending councils (Singida MC and Mvomero D&y low-spending councils
(Songea MC and Mbeya DC). This suggests that isorggublic expenditures is not a
panacea for solving quality problems currently heagnthe primary education sub-
sector in Tanzania. Improving governance of disbadirfunds at the school level is
equally important. The evidence across case clsuhas shown that frequent cuts and
chronic delays of capitation disbursements arequastpart of the story. More often than
not, the untold story is how school committees adldool administrations manage the

funds that do reach the schools.

This study found that demand-side factors mattestnior the governance of the
capitation grant in schools. In particular, paremnitoring of school revenues and
expenditures can play a critical role in improvihg governance of the capitation grant

in schools.

Noncompliance to the Internal Controls is one ef tmajor hindrances to the attainment
of VFM in LGAs as addressed by most authors, wsjtand academic researchers. From
the side of empirical studies, a lot has been doragldress the role of internal control in
financial performance, and its impact on the ségwf assets in organisations different
from LGAs. Whereas, there is little and perhapshimgt of attention was addressed
about internal control in relation to capitatioragts in government primary schools in

Tanzania.
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Most of them had shown interest in areas likesrimal audits and financial performance
in financial institutions and RBOs. Weak, non- cdiance, non — existent or absent
public financial management functions (Internah@ol Systems) are likely to negate
any advantages that might be inherent in bringmgpblic services “closer” to people
(Value for money). In contrast, those studies ndette establish the relationship
between the Internal Control Systems and Valud/imney in LGAS in Tanzania.
Therefore, it can be concluded from the literatina there is an urgent need to analyse
the effectiveness of internal control system in agang education capitation grants in

LGAs in Tanzania particularly.

2.9 Conceptual Framework

In presenting the conceptual framework for the wtutlis section bases much on
providing assumptions based on the objectives tachéeved by the study in hand. That
is to say; most of the assumptions laid down is tontext are in parallel with the

assumption portrayed from the objective as well.

This study is based on two variables the dependamble which is value for money
and the independent variables collectively integmadtrols. The dependent variable will
be measured by three elements namely the efficjetioy effectiveness and the
economy. The independent variable comprise of prt&xe controls (control
environment and control activities) and the detectiontrols namely risk management,
information and communication and monitoring. Inmsoary the conceptual is

summarised below in figure 2.1;
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Figure 2.1: Conceptual framework

Internal Control Value for Money
* Risk assessment e Cost Vs Quality
e Information and « Cost Vs Goals

communication
*  Monitoring .‘
e Control of

Activity

Source:Researcher’s (2014)

The model above explains the relationship amorgsvariable under study; it explains
Internal Control System as the Independent varialiide Value for Money as the
dependent variable. According to the Figure 2.1vabanternal control performance
may influence accurate distribution of grants tblfpuschools by MMC, the detection of
resource performance and use, and may influencepiteention of errors to occur

during the financial performance.

That means, internal control promotes effective ag@ment of resources while
stressing the values of economy, efficiency anceotiffeness (Value for Money)
Control. Environment, control Activities, Risk Assment, Information and
Communication and Monitoring are a necessary t@ hie¢ performance of internal
control to be in place and in turn help LGAs achiesffective value for money of

capitation grant to public schools under their suigéeon.

Internal Control are viewed in terms of construtite influential positions like; role,
impact, influence — as well as its relative aciigtsuch as; risk assessment, information
and communication and monitoring. While, Value Kboney is understood based on its

position as; being dependent variable which mayltrés Efficiency and Effectiveness.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.0 Introduction

This chapter presents the procedures that wereogeglin the study. The chapter
therefore, presents the methodology deployed irsthey by specifying the study area,
research design, study population, sampling sizé sampling Techniques, data

collection methods and data analysis.

3.1 Study Area

The study area in which the study was carried suMorogoro Municipal Council
(MMC). The said council is located in the regionMbrogoro, Tanzania. In that area,
the study collected data from all public primanhaaols which are supervised by the
MMC. The area covers about 195 kilometres to thestWwé Dar es Salaam and is
situated in the lower slopes of the Uluguru MoumgaiThe Municipality has total area of
531 square  kilometres and is divided into nineteeards (Morogoro Municipal
Council, (MMC), 2008). According to Hilfswerét al’, (2013) the MMC has sixty two
government primary schools.

The researcher is a member of the society at MMChanis interested in seeing whether
there is effective ICS on capitation grant thagrianted to Government primary schools

in achieving Value for Money (VFM).

3.2 Research Design

The study employed survey design. The survey stledygn is selected based on the
researchable reasons that is; it focuses more atergtical areas or organisation.
Therefore, it is important to note that survey gtdésign can permit the use of variety

of data collection methods to be deployed dutitegwhole conduct of the study.
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The focus is that, this type of research desigmjptyd the researcher to explore and
analyse information over the life of a single umihich is Morogoro Municipal Council
(Birkinshaw, 2004; and Welch, 1998)

3.3 Study Population

The target population for this study included &l government primary schools under
the supervision of MMC and 281MMC staff includingteérnal auditors, Statistical
Logistic Officers, Accountants and politician. Timeinicipal have around 1120 primary
school teachers. (Municipal quarterly report 2014)

3.4 Sample Size and Sampling Technique
Sample is a small or selected group used to remretbe whole population. The

following are the Sample Size and Sampling techmigmployed:-

3.4.1 Sample Size

The study employed sample size of 150 respondesisieby, politicians and a cluster
of 30 government primary schools were selected faooh each school 4 teachers
selected through convenience sampling techniqusy 80 staffs from the MMC
including internal auditors, accountants and Sie#is and Logistic Officers were
selected basing on purposive sampling. From theseples the key informants are
Statistical and Logistic Officers, Auditors and Acatants. The sample composition is
presented in Table 3.1.
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Table 3.1:  Selection of Sample Size

120 respondents from

1120 30 primary schools Convenience method
8 6 Purposive sampling
16 7 Purposive sampling
2 2 Purposive sampling

Convenience method

Source; Researcher’s (2014)

3.4.2 Sampling Techniques

According to Stascht al, (1985) the procedure of selecting a sample fostualy is an
important step in any research project since riawigly practical, efficient, and costly, to
study the whole population. The researcher thesefemployed purposive and

convenience sampling techniques.

3.4.2.1 Purposive Sampling Technique

The researcher employed purposive sampling in efethe key respondents, namely
Statistical and Logistic Officers, Accountants aadlitors who are the custodians of the
internal control system, education department, nibea department and planning
department as they involve on the study by ensuiieginternal control or affect the
capitation grant fund directly. This sample proddgpecial information regarding the
practice of internal Control in achieving VFM ofamits provided to primary schools

under supervision.

29



3.4.2.2 Convenience Sampling Technique

This technique employed whereby teachers and galis were selected based on their
availability. Therefore the cluster of schools westected i.e. 30 primary schools was
chosen randomly then from each primary school dhteis were selected one being the
head teacher. Furthermore the study employed #uisntque to politicians i.e. ward
representatives because they are located in vapgtaees of which it is not easy for
study to reach them all, however selection processinued until the sample size was
obtained. The selection was determined by aspéatssklf-selection, administrative

decision, time of the class, and number of thesg/edexposure (Muijis, 2004).

3.5 Data Collection Methods

These are ways used to extract information. Thénoust employed by this study were
observations, documentary and questionnaires. €kearcher has considered these
methods as appropriately to enable gatheringratzand enough information.

Primary data were collected through questionnact iaterview. Secondary data were

gathered from documentary review.

3.5.1 Questionnaire Method

This study used questionnaires as one of the methafd data collection. The
guestionnaires were administered to the MMC stéffsernal auditors, accountants,
SLOs and Politician), primary school teachers andmimers of primary schools
management committee. The method of administeriregstipnnaires helped this study
to have the intended numbers of the respondentn Atiministering reduced some
ambiguities of understanding some of the word(s)tliem questionnaires where by
clarifications were provided. The information exiget from this method involved in
answering the methods of internal control availabid its roles and more specifically,

guestionnaire was employed by this study in gatigedata, which determined the
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impact of internal control activities in achievind~M. Also, through it, suggestions

about ways to be adopted by MMC to achieve effeci#M was provided.

3.5.2 Interview Method

Interview was conducted to the top management ef dbuncil which include the
municipal accountant and the municipal executivieceff using interview guide. Also
the interview was conducted to some members oh@eaommittee. During the process
of interview, some structured questions were asked the study took note on the
answers provided. Respondents were given almdsilfatty to express themselves on

matter, which was used to support the smooth aemewnt of the study in hand.

However, it should be remembered that; during ghiscess, researcher gave leading
guestions observing non-verbal actions and meaewfgtording the responses for

further analytical and conclusion steps.

Interview process was performed in such a way ithebllects data that assessed the
influence of internal control in helping MMC diditite all capitation grants to all

schools under their supervision as well as theyevadlocated by the central government.

3.5.3 Documentary Review

Documentary review is the kind of data collectiecthnique which was used in
collecting secondary data. In this study specifycalocumentary review was utilized
simply to collect the trend of capitation grant five years from 2009 to 2013. In view
of this study, this was done by reviewing finan@tdtements and different annual and
guarterly reports at MMC.
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3.6 Data Analysis methods

Data collected were divided into two categoriesaligative data and quantitative data.
To analyse these data the study used tabular wanalfysing data, percentage and

descriptive ways.

3.6.1 Qualitative Data Analysis

The data were analysed in a descriptive way byirejithe common responses also the
software were used in analysing these kinds of. dgte study analyzes the raw data
obtained from the interview by recording the ansaarthe respondents and read other
MMC reports relating Capitation Grants. The findindrom respondents were
interpreted in comparison with our objective togethwith factual and logical

interpretation of the study findings.

3.6.2 Quantitative Data Analysis

Data were collected, coded and were analysed. Giastigative analysis was conducted
to enable the researcher to summarize the colletdtaand organize in a way that the
researcher was able to answer the research quesiibe use of different tools like
Tables, frequencies, percentages were utilized etlyerdata were quantified and

analysed, also in some areas further analysis waducted.

3.7 Ethical Consideration

All important norms for collecting data from thelfi are available and should always be
respected in the whole course. That is to says#i@ process was amongst the topmost
attentions that were put into consideration by rémsearcher during the entire process.
The researcher obeyed ethical norms. Based osttitssment, the researcher was given

a written recommendation from the academic authaitMzumbe University, which
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was presented to the concerned offices for approvebllect all necessary information
from the intended field. The researcher ensured reipondents that whatever
information given by them were treated and guanditld a high sense of confidentiality

and no any piece of it was taken out of concealment
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CHAPTER FOUR

FINDINGS AND DISCUSSION

4.0 Introduction

This Chapter presents and interprets the daltected and analysed in Chapter
three. The presentation is guided by the objectiwéise study.

4.1 Socio-economic characteristics of respondents

In this stage, the study first, studied about déife¢ characteristics of respondents. In this
regards, the study was aiming at findings differgy@neral information of the
respondents pertaining to various elements liked@enEducation, Age, Designation
and work experiences. The main aim of findingsis particular information was based
on the idea that general information would necdgsaelp the study in knowing
whether different considerations such as Gendemlboal non discrimination in terms of
age. Also this information was so useful as it ddwlp the study understands the extent
to which the studied respondents were very mucbriméd, acquainted and even
knowledgeable concerning the whole matter relatiogmanagement of education

Capitation Grants.
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Table 4.1 Socio-economic characteristics of respoents

Characteristics Frequency Percent

Male 86 57
Female 64 43

Form four 5 3
Certificates 91 61
Diploma 25 17
Degree 23 15
Masters 4 3
Others

18-35 (Youth age)

36-55 (Adult Age) 84 56
55+ (Old age) 16 11
Accountants

Auditors

Statistical and Logistic Officers 2 1
Politicians 15 10
Teachers 120 80

Less than 5 years 55 38
6-10 years 33 21
11-20 years 51 34
21-30 years 10 6
above 30 years 1

Source: Survey Data (2014).
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4.1.1 Gender of respondents

Table 4.1 above shows that out of 150 responderate were 86 which is equivalent to
57% and female were 64 which is equivalent to 48bis shows that the findings were
from both male and female respondents and the gesetesitivity were considered,;
though male were the majority with 57% of all trespondents. Therefore Morogoro

Municipal Council put equal employment opporturidyboth males and females.

4.1.2 Level of Education of the respondents

Level of Education of the respondents was greatlgful as to whether through it,
particular analysis would be found and certify thgtent to which the studied
respondents were educated, something, which coestdgwas useful to determine the
extent to which they had useful, valid, and evdralb& information about topic under

concern.

Table 4.1 above shows the education level of tspardents, 5 respondents were the
form four leavers which is equivalent to 3%, 91pmsdents were having certificates
which is equivalent to 61%, 25 respondents werenigagiiploma which is equivalent to
17%, 23 respondents were having bachelor degreéshw equivalent to 15%, 4
respondents were having masters degree which isadeuot to 3% and other level of
education was 1 respondent which constitute of TB&. information justifies that most
of the respondents were the qualified personneheair carrier, so this provides the
researcher with high level of reliability of thadings.

4.1.3 Age of the respondents
Table 4.1 above shows that (50)33% of the respdadeere the youth, (84) 56% of the
respondents were the adults and (16) 11% of thmneents were the old age people.

The data implies that most of the respondents #eradults of the age between 36 to
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55 years and there MMC is responsive in employillg generations without

discrimination of none of them

4.1.4 Designation of the respondents

Table 4.1 above shows different designation of tégpondents in MMC whereby
among 150 respondents, accountants were 7 whietjuivalent to 5%, auditors were 6
which is equivalent to 4%, Statistical and LogisDéficers (SLO) were 2 which is
equivalent to 1%, politician were 15, which is e@lent to 10% and Teachers were 120

which is equivalent to 80%.

The information presented above revealed that itidinigs came from teachers in a
large percentage. This is due to the reason thahéss are the one who receive and
implements all matter concerning with the educatiapitation grants and their expected
outcome. The other groups were presented as shboweas part of those who links
between the government who are the providers ot#piation grants and the teachers

who are the main implementers.

4.1.5 Working experience of the respondents

Table 4.1 above presents the experiences of tipomdsents in the work in terms of
years. This shows that, the respondents of theingikxperience of below 5 years were
38%, 6-10 years were 21%, 11-20 years were 349802lears wer€% and above 30
years of the working experience were 1%.

These findings revealed that the findings come fritw® experienced workers who
actually have the understanding of the capitatianty and its management to enable
the expected results be achieved since justifieth Wie data since only 38% of the

respondents are below 5 years of working experience
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4.2 Types of internal control existing in MMC

In Morogoro Municipal Council use different typeiiaternal control in controlling the

capitation grants in primary schools basing on dgh&leline for the use of capitation
grants for primary schools as it was provided PMAL-B. These control are as shown

below;

4.2.1 Budgetary control

Findings show that budgetary control is one amdregg dontrol system on capitation
grant in MMC. The budgetary control is done by takithe numbers of pupils in
primary schools that helps to consolidate the skcbapitation grants (CG) budget. The
consolidated budget is submitted to RAS for contipifa and onward transmitted to
PMO-RALG and MOEVT to initiate disbursement of tifiend to the councils by

Ministry of Finance and Economic Affairs

Moreover, the study had strived to generate furtimetings by which it could be
precisely explain the way budgetary control is aghtime control systems commonly
used on capitation grant at MMC. In fact, during fhrocess, respondents were studied
through interview in which they asked to give m@édences concerning the way
budgetary control is one of the control systemsiuse controlling capitation grants at
MMC. Therefore, several opinions were raised bypoeslents but some of them tended

to be common as are presented in the followingyarra

... Budgetary control is one of the common control esyst used not only by
MMC rather by almost any government agency in adinig the capitation

grants accorded to them. For the case of publienary schools operating in
MMC used in this study, budgetary control is cohtigstem often performed by
mainly involving the number of students in primachools as the mere way to
help consolidate the school capitation grant bud¢reiother words, this process

involves making control over the budget linked tty anoney granted by the
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government for teaching materials, and learning enats for students enrolled

in government schools. Survey data, (2014).

In reality, findings presented in terms of citatianove have yielded the same evidence
as found in the preceding information. Based onfith@ings collected on the basis of
interview and presented above, the study had #aiablished that the budgetary control
in the kind of control system commonly applied ooly in MMC rather almost all
government agencies when making control over tipgateéon grants accorded to them.
More specifically, budgetary control is control ®m often performed at MMC by
mainly involving the number of students in primaghools as the mere way to help

consolidate the school capitation grant budget.

4.2.2 Expenditure Control

According to the findings, MMC performs the expduodk control by making sure that
the fund is disbursed timely to every school’s ardawvith clearly directives depends on
the available budget. Also MMC supervise the immatation of capitation of

Capitation Grants (CG) guidelines at the schoatllev

In order to ascertain the accurateness of the abodengs, the study had employed
interview in which respondents were asked to pm@wvitbre details and description on
how the expenditures are controlled in their arehsvorks specifically in primary

schools. This element was very useful for this wtad its findings have helped in
describing the whole process used in making cowtrexpenditure performed in there.
Thus, when giving responses, respondents were r@ugopinions, but most of them
were more common than other and are summarisedpesented in the following

manner.

... The expenditure control for the case of primaryosds in MMC is performed
by checking whether the allocated grants were coresliaccording to budget

39



allocation with reference to time and specific amioaccorded to every school.
But also, expenditure control is carried often,assure the grants (funds) are
allocated and disbursed on time to every concerseldool’'s account and
whether all what needed to be covered in the bisdgetre done accordingly.
This process helps maintain adequate budget useaaeduate follow up of
procedures in budgetary use Source: Survey data, (2014).

Based on the findings presented above, it was fdbat the process of expenditure
control in performed by making sure all the allechtunds are given to every concerned
school by putting them in school respective accoimnsimple and clear terms, findings
presented above had elucidated that the expenddmméol involves checking out
whether the budget was performed according to thag vwas allocated and that all

expenditures conform with the stipulation of budgsith respective fund in it.

4.2.3 Report writing

The study’s findings show that, MMC ensures thdtosts prepare quarterly report
which shows income and expenditure of CG funds wlaice audited. These school’s
quarterly reports are compiled and submitted to RAS compilation and onward

transmission to MOEVT and PMO-RALG.

4.2.4 Communication

Then findings depict that, MMC ensures public disdre and transparent for the
amount of capitation grants received and expendedirecting the schools to present

these reports on the school board and school cortynun

40



4.3 Presence of internal control of capitation grats in Morogoro Municipal
Councll

Table 4.2 — 4.4 presents internal control systentagiitation grants in MMC, these
includes; to check if capitation grants is receitt@dugh Banks, to check if the payments
of money related to capitation grants is done thhobanks and to examine if there is

bank reconciliation statement done every montthercapitation grants.

4.2.1 Receiving of capitation grants through Banks

In this context, the study focused on how well tamwn grants are managed. Before CG
issued to the school level the study interestezbtdirm on the model of payments so as

to analyse the controls available, Table 4.2 bgloegented the findings as follow:

Table 4.2 Receiving of capitation grants through Baks

Response
Frequency Percent

Available 150 100.4G

Source: Survey Data (2014)

Table 4.2 shows that all 150 respondents equivabeb00% agree that they receive the
capitation grant through Banks and therefore césiwa the model of issuing CG from
Morogoro Municipal Council to a schools level islingafeguarded this implies that

transactions for bank gives a good audit trail.

In similar vein, the study had strived to find ma@dences about the way in which
capitation grants are received by primary schaol8IMC. This was so searched based
on the fact that in the preceding findings, it visnd that most of grants accorded to

government agencies, especially to primary schaots given to them through
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depositing into every school’'s bank account. Treesfthe interest in this stance was to
ascertain the way public primary schools receivartieapitations as granted by the
government. However, results gathered on the lmdsiBis concern have revealed out

the following information.

... All the capitation grants are always received thghuour bank accounts.
They are allocated by the government and in tueytbet delivered to every
school's bank account. This is the common and st@hevay through which
most of public primary schools in MMC receive theapitation grants. After
receiving the capitation grant, normally, MorogoMunicipal Council often

provides direction about the controls and the maafaksuing capitation grants
to each respective school — whereby, from this dbetrol process is well
performed and adequate use of CG is well assuredl @&bove all, all the

expenditures and uses of CG are recorded by baoksyhich in turn all

transactions are carried in a respective bank whithurn give and direct audit

details in most precise manner Source: Survey data, (2014).

Findings collected on through interview and presérih terms of citation above have
revealed out that the only way through which priynachools in MMC receive their
capitation grants is the respective bank accouns Was so mentioned based on the fact
that majority of all interviewed respondents hageeatained the exactness of this fact.
In similar words, findings presented above haveidated that the fact of receiving
capitation grant through bank account facilitate gerformance of audit control since
all transactions carried over there can be screthi recorded, and in turn there is

adequate budget use.
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4.2.2 Payments for school facilities and servicesndered using bank accounts

All government primary schools opened current antan Capitation Grant as per
PEDP guidelines requirement. The study focuses odality to which payments are
done to different suppliers in terms of acquiriegahing facilities and services.Table 4.4

below presented the findings as follow:

Table 4.3: Payments for school facilities and seres rendered using bank accounts

Response Frequency Percent
Available 40 26.7
Not available 110 73.3
Total 150 100.G

Source: Survey Data (2014)

Table 4.3 shows the results that 40 respondentwadgnt to 26.7% agreed that the
payment of the money related to capitation grastdadne through banks. While 110
equivalents to 73.3% respondents said that the palyrelated to capitation grant is not
done through Banks. Therefore the findings revedlsd most of the payments of
facilities and services that related to capitatjpant are not done through banks. This
implies that audit trail can easily be lost if sowfethe transactions are done on cash

bases.

Having found the above findings, the study wasredted to know the way bank
transaction can facilitate the running of interaadlit and ensure the adequate use of any
capitation grant accorded to schools. This inforomatvas considered to be very useful
in the sense that the study assumed that bankat@mss are always carried in a
systematic way and every aspect involved in therstrba recorded accordingly to the

extent it is easy to carry any audit activity. Téfere, in order to find the logic about this
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matter, respondents were studied by interview ircvithey were asked to explain, the
way receiving capitation grants through bank act@am facilitate the performance of
internal audit. Their responses were collected arel summarised in the following

manner.

. Receiving capitation grants through bank accountvésy important and
above all it assures the security of fund usageis Tl because, every
transactional activity performed through bank mbstrecorded and in turn it
will be clear to make any evaluation in precise meam Based on this
understanding, it therefore, very easy for anynma audit to carry it auditing
activities with consistency and precision. But atbwough this phenomenon, the
internal audit will be afforded easiness of cariyiaudit activities and every step
and activity involved when either procuring, or plypng particular item will be
clearly scrutinised. So, the use of bank accoumnteteive capitation grants is
very useful to both internal auditors as well agptamary schools as it assures
the security of grants (funds) use and facilitatee undertaking of audit

activities... Source: Survey data, (2014).

Findings gathered from interview and presente@ims of citation above have revealed
out that the fact of receiving capitation grantotiyh bank is of great importance and
should be seen as the most secure way for keepicigusing fund. So, based on the
same findings, this study has established thatptexeof capitation grants by primary

schools facilitate both the adequate use of funggprmary schools as well as the

internal audit practice. The reason stated fromfith@ings above was that, bank have
huge stance of security for grants and facilitéesrunning of internal audit since every
transactions carried over there within a budgetdifcle must be easily scrutinised as the
result of having been recorded. Due to this findjntpis study urges all government
primary schools to place priority on opening acdowith required bank so that to

increase the security of funds and their budgegeisa
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4.2.5 Monthly Bank reconciliation statement on cajation grants

Bank reconciliation is one of the control tool onamaging funds movement i.e.

Capitation Grant in this aspect. Cash book recatshe school level need to be
reconciled with bank balances so as to have aecliatk balance. At least if monthly

bank reconciliation done then few risks like ovafticharges can be avoided since all
checks in transit can be identified. Table 4.4 Wwghoesented the findings as follow:

Table 4.4: Monthly Bank reconciliation statement o capitation grants

Responses Frequency Percent
Available 99 66.0
Not available 51 34.0
Total 150 100.0

Source: Survey Data (2014)

Table 4.4 shows that 99 respondents equivalent6tf% agreed that there is bank
reconciliation. While 51 respondents’ equivalent84.0% respondents said that there is
no bank reconciliation. Therefore the findings eded that most of the primary school
is performing the bank reconciliation in every nfoonh the money related to capitation
grant. Generally the findings give the reasonsoickude that in MMC there is internal
control system on capitation grants in primary sthothough some of the payments are
not done through banks.

These results shows that MMC has seen the impatahanternal control system as
argued by Storkey (2011) that, Internal controltesysis considered as a management
tool that serves as a means to achieve performareterofitability targets, and prevents
loss of resources of LGA as managing financial fiskvery important to modern
organisations.
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4.4 Effectiveness of the internal control systenspecially on in capitation grants
for primary schools

The contribution of internal audit to enhance progstribution of capitation grants,

receiving capitation grant through banks to enhgmmper distribution of capitation

grant, payments through bank to enhance properotis@pitation grants and banks
reconciliation statement monthly to enhance progerof capitation grants.

Also the indicators on the effectiveness of inércontrol system in capitation grants
were considered; these includes the enrolment ohgoy school pupils, Quality

improvement of teaching materials and educationdstads, availability of teaching

materials and adherences to procurement and fialanegjulations.

4.4.1 The contribution of internal audit to enhance proper distribution of

capitation grants

Internal Audit is one of the key components in th&ernal control system of any
organizations. In this stance, the study wantefthtbwhether the integration of internal
audit has or not helped MMC in improving propertualition of capitation grants.
Respondents were studied through a query from igmestire process which was
exactly requiring them to state ‘very well, welbtrsure, bad or worse’ if internal audit
contributes in proper distribution of capitatioragr

Respondents were largely accredited and even beligv possess intense information
and knowledge pertaining to the whole practice i internal audit as well as its

interventional actionslable 4.5 below presented the findings as follow:
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Table 4.5: The contribution of internal audit to enhance proper distribution of
capitation grants

Responses Frequency Percent
Very well 30 20.0
Well 101 67.3
Not sure 9 6.0
Bad 5 3.3
worse 5 3.3
Total 150 100.4

Source: Survey Data (2014)

Table 4.5 shows that 30 respondents equivalentOf6 Pesponded “very well”, 101

respondents equivalent to 67.3% responded “wellggQivalent to 6.0% respondents
responded “Not sure”, 5 respondents equivalent .8%03responded “Bad” and 5

respondents equivalent to 3.3% responded “Worsethenstatement that how internal
audit enhance proper distribution of capitatiomgga

The findings justifies that majority of the respents agreed that the internal audit
enhance proper distribution of capitation grantgugh not at a maximum scale of

agreement as stated in the statement.

The study had further searched for other similadences on whether the application of
internal audit has been yielding a positive comntiitn in assuring there is appropriate
distribution of capitation grant to every respeetschool. The assumption in this regard
was that, the study wanted to find whether theafiseternal audit has helped the MMC
to get rid of any misconduct relating to distrilsutiof capitation grants. In other simple
words, the study wanted to know whether the apipdinaof internal audit should always
be seen as the mere instrument by which the adedisttibution of capitation grants is

apparent.
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In this respect, respondents were asked to exghairway internal audit contribute in
assuring there is effective distribution of capaat grants — whose findings are

summarised and presented in the following manner.

... The application of internal audit is a very vitaistrument and should be
regarded as the most powerful tool that assuresetingtable distribution of capitation
grants to any concerned primary school in the ceintd MMC. The reason is that
internal audit helps in preventing, detecting, aeaken controlling or monitoring any
activity involved in the budget performance. As ¢basequence, it is very difficult for
MMC to make the distribution of grants in an ungutedle manner, since every step in
this process must be known through the performafcaternal audit. But also, the
central essence of internal audit is geared towasddeviating and avoiding any
misconducts relating to fund usage along the budlfgetycle. So, it is in this manner
the how internal audit contribute on adequate dttion of grants to all coerend

primary schools in MMC.. Source: Survey data, (2014).

Based on the findings presented above, this stadlyfound that the contribution of
internal audit on effective and adequate distrdoutof capitation grants is seen in terms
of the role it plays in avoiding, alleviating, addtecting any mistakes that might occur
during the budget life cycle. But also, it is vatifficult to make misconduct on fund
usage in the presence of internal audit — since rarsgonduct of that kind can be
detected in most clear manner. Therefore, basetherfindings presented above, this
study has established that the integration of maleaudit has helped MMC in improving

proper distribution of capitation grants.

4.4.2 Receiving capitation grant through banks tenhance proper distribution
In this stage, the study used this aspect as ontheofelement in assessing proper
distribution of capitation grant via banks. Sincapifation Grant are distributed based

on the numbers of pupils available at schools thenstudy believed that if this funds
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distributed via banks chances of frauds and enarald be reduced, however logic
about this aspect needed to be confirmed by regmedoy employ questionnaires
which was asking respondents to state ‘very web]lvand Not sure’ if receiving
capitation grants through banks enhance properildison of CG.Table 4.6 below

presented the findings as follow:

Table 4.6: Receiving capitation grant through bankgo enhance proper distribution

Responses Frequencyf Percent
Very well 137 91.3
Well 6 49
Not sure 7 41
Total 150 100.4

Source: Survey Data (2014)

Table 4.6 shows that out of 150 respondents, 13p@oralents equivalent to 91.3%
agreed that receiving capitation grant through baekhance proper distribution of
capitation grant, 6 respondents agreed by sayingll*wand only 7 respondents
equivalent to 4.7% said they are not sure. Theeetbe findings justifies that when

capitation grant is received through banks, it @abgroper distribution.
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4.4.3 Payments through bank to enhance proper ctrol and uses of capitation
grants

In this context, the study wanted simply to ascéert@hether payments through bank
enhance proper control and uses of Capitation GrBntanalyzing related party
transactions, payments is one of the indicator wisitow relationship of suppliers and
the schools in acquiring school facilities and g=% in ascertaining amounts paid and
the services/facilities obtained. In this regariie study wanted respondents to state
‘very well, well and Not Sure’ if payments of thiglu bank to enhance proper control

and uses of capitation grants. Table 4.7 beloweptesl the findings as follow:

Table 4.7: Payments through bank to enhance properontrol and uses of capitation

grants
Responses Frequency Percent
Very well 15 10.9
Well 93 62.0
Not sure 42 28.0
Total 150 100.d

Source: Survey Data (2014)

Table 4.7 shows that 15 respondents which is atpnt to 10% responded very well,
93 respondents which is equivalent to 62.0% respomeell and 42 respondents which
are equivalent to 28% responded that they areuret 8asing on the results presented,
it justify that the payments of the money relateccapitation grants through banks on

different services, enhance proper use of capitgjrants.
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4.4.4 Monthly Banks reconciliation statement enhare proper management of
capitation grants

Since the money related to capitation grants ieived through bank, then bank
reconciliation in monthly bases is very importai. check if bank reconciliation on the
capitation grants enhance proper management ofatapi grants or not, Table 4.8
below presented the findings as follow;

Table 4.8 Monthly Banks reconciliation statement ehance proper management of
capitation grants

Response Frequency Percent
Very well 99 66.0
Well 51 34.0
Total 150 100.4

Source: Survey Data (2014)

Table 4.8 shows that among 150 respondents, 9%ndspts who are equivalent to
66.0% agreed by responding very well that the backnciliation on capitation grants
enhance proper use of it. While 51 respondents avheequivalent to 34.0% agreed by
responding well. Therefore the findings shows th#ttere is bank reconciliation on the
money related to capitation grants every month esihance proper management of

these capitation grants.
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4.4.5 Enrolment of pupils in primary schools in MMC from 2011 to2014

To justify the effectiveness of internal control tre capitation grants to government
primary schools in MMC the enrolment of pupils fmur years consecutively were
observed as shown in Table 4.9 below

Table 4.9 Enrolment of pupils in primary schools inMMC from 2011 to 2014

Year Expected Total Registered Total Percent
Boys Girls Boys Girls

2011 2907 3099 6066 3036 3185 6221 102.5

2012 2856 3096 5952 2786 2960 5746 96.3

2013 2685 2863 5548 3367 3412 6779 122

2014 3056 3110 6166 3011 3259 6270 101.7

Source: Primary Education Department Report of M{dQ14).

Table 4.9 shows the number of pupils registeredjoin standard one at MMC
government primary schools since 2011 up to 20IélEent expected for 2014 was
6166 pupils out of which 3056 were boys, and 5628e girls but actually 6270 pupils
were enrolled where by 3011 boys and 3259 were.githis shows that abolition of

school fees and effective internal control of cafgiin grants gives a positive results.

4.4.5.1 Quality improvement of teaching materials rad education standards

Findings show that education quality improved inmary schools due to the capitation
grants provided. The quality improvement has bebserved in terms of teachers’
effectiveness and ensuring adequate availabilitgaafd quality learning and teaching
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materials. But according to this study the findisgsws that there is no quality facilities
that are obtained through the capitation grantst ahowed in item 4.8.2. Also the

findings obtained through interview show that malsthe teaching facilities are not of

the good quality in relation to the syllabus whiehds to ineffective teaching of most of
the teachers and it leads to number of standarehdeavers who does not know how to
read and write. This implies that the standard db@ication are not met, hence
ineffectiveness of internal control system in MM& énable proper use of capitation
grants in bringing expected education outcome.

4.4.5.2 Availability of teaching materials

The study revealed that capitation grants is veewasive for acquiring learning
materials including books in order to satisfy theed of the pupils. The findings from
the interview which was made revealed that theilgamaterials particularly the books
are not of the high quality as it is expected. Alke facilities are not satisfying the
needs of the pupils. Some MMC staff revealed thera high misuse of the primary
schools capitation grants in such a way that tl#é 40books as indicated by Mnari and
Mwombeki (2012) is not properly used. So this shdkes ineffectiveness of internal

control system in MMC on Capitation Grants.

4.4.5.3 Compliance to procurement regulations

The findings show that there is no compliance tocprement regulations as it was
argued that most of the fund related to CG is aad ghrough Banks as indicated in item
4.2.4 of this study which does not comply with gfrecurement regulations. Some of the
purchases are done without tendering notice ansketbb tendering notice purchases of
teaching materials and books are bought witholehg specifications required on the

tender documents.
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Table 4.10 Compliance to Procurement regulations

Response Frequency Percent
Rare 92 61.3
Not sure 22 14.7
Often 36 240
Total 150 100.d

Source: Survey Data (2014)

Findings presented in table 4.10 above show thatpbl150 respondents 92 equivalents
to 61.3% said rare, 22 equivalents to 14.7% satdsoce and 36 equivalent to 24.0%
said often on the truth of the statement that sipgndf capitation grants follows the
procurement regulation. These findings reveled thast of the spending of capitation
grants do not follows the procurement regulationBerefore non compliance with
tender policy implies ineffectiveness on procuremprocedures as supported by

findings presented in the above Table.

4.5 The roles of internal controls on capitation gant implemented by MMC

The study also wanted to search on the role ofrnatecontrol on capitation grants
implemented by MMC. The results have been presant@édble 4.11-4.12 below.

4.5.1 Internal control enhances proper preparatias of financial reports

The questionnaires for this item provided scalensieto be selected among strong
disagree, disagree, not sure, agree and strong.aghe respondent was required to
choose one among the given alternatives basingsheh level of agreement with the
statement that internal control enhances propepapagions of financial reports. The

findings were presented in Table 4.10 below.
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Table 4.11:  Internal control enhances proper prepeations of financial reports

Response
Frequency Percent
Not sure 17 11.3
Agree 20 13.3
Strong agree 113 75.3
Total 150 100.4G

Source: Survey Data (2014)

From Table 4.11 above, the results show that oul58f respondents, 17 who are
equivalent to 11.3% said they are not sure, 20 at@oequivalent to 13.3% said they
agree and 113 who are equivalent to 75.3% said gtvengly agree with the statement

thatinternal control enhances proper preparationsnainicial reports in MMC.

In similar stance, the study was interested to fiftether the application of internal
control played a role in influencing the prepamataf financial reports relating to the
usage of grants allocated to primary schools in MMQGChis respect, however, the study
intended to know whether the preparations of fimgneceports was effectively
undertaken as the consequence of applying inteowirol over the use of grants in
different government schools in MMC. In fact, tle@dldwing opinions are some of the
common responses given by respondents from theviewe question that asked them to
explain whether the application of internal contiak helped the appropriate preparation

of financial reports in their respective primarygols and how.

... The presence of internal control has been playingey significant role on
adequate preparations of financial reports in mpsary schools operating under the
control of MMC. In clear views, internal controlgyls role by influencing the adequate

use of grants allocated to them due to the reabkahwith internal control there is an
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aspect of adequate budget performance — the phemamaevhich in turn forces the
concerned staff to prepare financial reports that garallel with the way budget was
performed within a specific period of time. Thisame that it is easy for finance
professionals to get the insight about every stah item used relating to grants and in
turn they prepare financial reports that are adetgiand which provide clear details
about financial usage in most precise manneSource: Survey data, (2014).

Findings presented above have shown that the rfolaternal control on the proper
preparation of financial reports is apparent. Thpasentness of its role is because,
internal control influence the adequate and systiemige of capitation grants — then in
turn it becomes easy for financial reports to beppred adequately since there will few
misconducts occurred in there.

4.5.2 Enhancing availability of facilities and proger teaching in primary schools

Morogoro Municipal Council issuing Capitation Graot schools with directives for

acquiring teaching facility and administrative issu The study focuses on the
availability of teaching resources as an indicavbr proper utilization of CG on

achieving the expected results i.e. proper teachimdj facilities controls, In order to
have facts this variables, respondents were needsthte whether they ‘Disagree, Not
Sure, Agree, and Strong Agree’. The findings weesented in Table 4.10 below.
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Table 4.12:  Enhancing availability of facilities ad proper teaching in primary

schools
Response Frequency Percent
Disagree 24 16.0
Not sure 23 15.3
Agree 99 66.0
Strong agree 4 2.7
Total 150 100.d

Source: Survey Data (2014)

Table 4.12 above show that out of 150 respond@dtsespondents who are equivalent
to 16.0%, disagreed, 23 respondents who are eeguivéd 15.3% were not sure, 99
respondents who are equivalent to 66.0% agreedtardpondents who are equivalent
to 2.7% strongly agreed with the statement tharidl control on capitation grants in
MMC enhances availability of facilities to enharm®per teaching in primary schools.
This implies that the desired results for the aldé controls are met when MMC whole

system monitored.

4.5.3 Helping MMC to comply with the capitation gants regulations

In order to facilitate the implementation of CGe tkovernment provides funds to the
council and schools. All schools managed to opemnk keccounts namely capitation

account. With the assistance of the council, schoaolv do smoothly operation of their

accounts and this help to make proper bank traiosactThe Municipal council assists

in the overall control and use of school funds btharising cheques in order to ensure
that funds are used in accordance to stipulatedcties and subject to school

committees’ approval. As for the previous parts régpondents were required to show
their level of agreement with statement, and thsilte were presented in table 4.13
below
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Table 4.13:  Helping MMC to comply with the capitaton grants regulations

Response Frequency Percent
Not sure 20 13.3
Agree 125 83.3
Strong disagree 5 3.3
Total 150 100.d

Source: Survey Data (2014)

The findings from Table 4.13 show that out of 188§pondents 20 who are equivalent to
13.3%, said they are no sure, 125 who are equivateB3.3% agreed and 5 who are
equivalent to 3.3% strongly agreed with the statartigat internal control on capitation

grants helps MMC to comply with the capitation dsaregulations and hence proper

management of capitation grant.

4.6 Variable of value for money on CGs expendit@s

The study revealed that the success of CG speheidegree to which it attains its set
objectives by utilization of resources economicakyficiently and effectively. It is

further revealed that Value for Money is improvedrieducing costs and maintaining
the same level of output in terms of goods andisesvrendered. To assess Value for

money the following were observed:

4.6.1 Quality on goods and services for CGs expemuties

The questionnaires for this item provided scalengdo be selected among Rare, not
sure, and often. The respondent was required tosehone among the given alternatives

basing on his/her level of agreement with the statd that there is a quality on goods
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and services for every shilling of Capitation Grapént. The findings were presented in
Table 4.14 below.

Table 4.14:  Quality on goods and services for CGxpenditures

Response Frequency Percent
Rare 88 58.7
Not sure 24 16.0
Often 38 25.3
Total 150 100.d

Source: Survey Data (2014)

Table 4.14 above shows that out of 150 respond88tsvho are equivalent to 58.7%
said rare, 24 who are equivalent to 16.0% saidsooe and 38 who are equivalent to
25.3% said often, on the statement that spendinth@fcapitation grants is of high
qguality on goods and services. Basing on the nigjari the response, the findings
justify that the goods and services that are obththrough the capitation grant is not of

good quality.

Therefore, these findings provide a good sight towthe effectiveness of the internal
control in MMC, meaning that if the internal coriteystem is effective, then it would
have monitored all the spending of the capitaticants to provide quality goods and
services in relation to the fund spent. The intecatrol of MMC lacks of quality
assurance/ evaluation team which could be usedtoton and evaluating the standards

of material as per capitation grant guidelines.
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4.6.3 Cost in relation to quality of goods and séces

The Capitation Grant funds are directly channeteddhools, which could be used for
physical inputs by the schools discretion. The sast physical inputs like teaching

materials (e.g. chalks, books and pens) need @sbessed in relation to the quality of
output of teaching facilities and services. Thesfjeanaires for this item provided scale
items to be selected among rare, not sure, oftenvany often. The respondent was
required to choose one among the given alternalbi@ssg on his/her level of agreement
with the statement that there is a reasonabletodbe quality on goods and services for
every shilling of Capitation Grant spent. The fimgs were presented in Table 4.15

below.

Table 4.15: Cost in relation to quality of goodsad services

Response Frequency Percent
Rare 120 80.0
Not sure 18 12.0
Often 11 7.3
Very often 1 7
Total 150 100.d

Source: Survey Data (2014)

The findings presented in Table 4.15 shows thatodut50 respondents 120 who are
equivalent to 80.0% said rare, 18 who are equivdted?.0% said not sure, 11 who are
equivalent to 7.3% said often and only one responsi@d very often, for the statement
that Spending of capitation grants is of reasoneb#t in relation to the quality of goods
and services provided. The results justify thatr8ipgg of capitation grants is not of

reasonable cost in relation to the quality of goawid services.
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These findings revealed that the value for caneadhieved if the cost of the goods and
services are not proportional to its quality. Tharest be effective ways in MMC of
improving value for money as argued by Kaplan (32089 LGFAR (2000) that the
most effective way to improve Value for Money is f@glucing the level of irregularity
and fraud through improvements in the Governmenttem of internal financial
control.
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CHAPTER FIVE

CONCLUSION, RECOMMENDATION AND POLICY IMPLICATIONS

5.0 Introduction

This chapter presents the conclusions, policy icapion and recommendations of the
findings on this study that was about the analgfishe effectiveness of the internal

control on capitation grants to the government prinschools.

5.1 Conclusion

Generally, this research examined the effectiveredsiternal Control Systems on
capitation grants to the government primary schaol#lorogoro municipal council.
The findings have shown that in MMC there is intdroontrol system on capitation
grants to government primary schools. These cosyslem that are available in MMC
council are; Internal control on capitation grantdernal audit on capitation grants, all
the capitation grants are received through bank$ mwonthly bank reconciliation

statement on capitation grants to government pgireelools.

The findings have further revealed that in MMC, gleyments of school facilities and
services related to the capitation grant are noedbrough banks. This situation does
not comply with the procurement guidelines and tedjoin grants guidelines that require
the payment to be done through banks for easy neamagt and auditing of this fund.
The findings have justified that if all the abov#ernal control system available in
MMC was well implemented then the control systemuldobe effective in the
management and uses of the capitation grants tgdhernment primary schools. The
study have reviewed that the effectiveness of hermal control system in MMC is not
effective in all the spheres due to the weaknes$edlowing the payment of school

facilities and services for the money related t® thpitation grants to the government
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primary school to be done in other ways rather nkystem. This is a weakness since

it reduces audit trail.

The internal control in MMC is ineffective sinceetBtudy have revealed that there is no
value for money on the school facilities and sexsipaid up by the money related to
capitation grants. This conclusion have been drduento the reasons that; spending of
the money related to capitation grants are nob¥ahg the procurement regulations and
spending of the money related to capitation gratsot of the high quality on school
facilities and services in relation to the pricadpalso from the interviews made by
some of the respondents it shows that there is uchnmformation to stakeholders on
how the money are spent, since information andevédu money are very much related
as it was argued by DiNapoli, (2007 INTOSAI, (2004hat there is statistically
significant relationship between Information andr@ounication and Value for Money

in local Governments.

Lastly the study have found that, on the effectiges of capitation grants, most of the
government primary schools are incorporating th@tadon grants in the school plans
and they are keeping some of CG transactions regorsichools as it is required by the
financial requirements. But contrary to this, tipersding of money related to capitation

grants are not complying with the PEDP and procergrguidelines in a great extent.

5.2 Policy implications

The findings of this study provide a chance to fi@icy makers to review the
controlling and auditing process that help therimaé auditors in local government to
work effectively in supervising the uses of the jpufunds provided for different public
functions. It also provide a room for more explamaton the effectiveness of the current
situation of providing fund to the government sdsaagainst the demands of schools’

teaching and learning materials.
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5.3 Recommendations

5.3.1 Internal Control System Reviews

Having known the level of effectiveness and sigaifice of Internal Control Systems on
capitation grants to government primary schoolslarogoro Municipal Council, Local
Governments need to ensure that they continuoushew these Internal Control
Systems so as to ensure that they are operatiowatd the achievement of the desired

goal on every public fund for the development & tountry.

5.3.2 Planning and Budget Setting

Moreover since CG is distributed based on the nundfepupils available at the
government primary schools, then it is necessartife authority to verify the actual
number pupils obtained from the head teachers bgwting auditing so as to minimize

the risk of incurring cost on dummy pupils

5.3.3 Cost Controls

For further studies | recommend to be done on #aé cost that covers the study of a
single student in government primary schools thitprovide effective outcome. Also
the study should be on the reason for the delath@fcapitation grants from the top

authority to the government primary schools.
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APPENDIX |

QUESTIONNAIRE
Dear Respondents,

| am EDWARD TEMU a student at Mzumbe University.eTintent of this survey is to
study the effects of internal control systems imatang education capitation grants in
local authorities. The research is conducted inigdafulfilment of the requirement for
the degree of Master of Accounting and Financeould be very grateful if you could

take about 15 to 20 minutes in filling this queshaire.

Your feedback is very important and your answel lve kept in strict confidence and

will be used only for the purpose of this study.

PART A; PERSONAL INFORMATION

1. Your gender (a) Male [ ] (b) Female [ ]

2. Education level (a) Primary [ ] (b) O-level [ (¢) A-level [ ]

(d) Certicate [ ] (e) Diploma [ ] (f) Degree [] (g) Masters [ ]
(h) Others | ]

3.Age (a) 18-3¢ | ] (b) 35-55 | ] (d)B6

PART B; INTERNAL CONTROL SYSTEMS RELATING TO EDUCAT ION
CAPITATION GRANT

1. Are there any internal controls in managing primaglycation capitation grant?
a) Yes b) No c) | don’'t know
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2. The following are expected internal controls expddb be in place, show if these

internal controls are available or not.

Internal control Available | Not Available

Existence of internal Audit

All money relating to CG are received through bank

All  payments relating to CG are done through

cheque/bank

Preparation of Bank reconciliation monthly

3. To what extent does each of these controls enhamoger distribution of capitation

grant? Rank the extent from 1(very well) to 5(wgrse

Internal control 112|3| 4|5

Existence of internal Audit

All money relating to CG are received through bank

All payments relating to CG are done through chéuzarek

Preparation of Bank reconciliation monthly

Key; 1=very well 2=well, 3= Not sure, 4=Bad, 5=wers

4. The roles of internal controls on capitation granplemented by MMC are as
follows; show your agreement or disagreement on dteement by ranking
1(strongly disagree) to 5(strongly agreed)

Role 112(3|4|5

Internal controls helps management in preparatiénfimancial

reports and that ensures information to be faigspnted
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Internal controls within a MMC encourage efficiemd effective usg

1%

of capitation grant to optimize the Teaching andarbéng and

Materials (TLM) at primary schools.

Having established internal controls, MMC can complith

regulations involved with capitation grant

Key; 1=Strongly disagree, 2=Disagree, 3=Not suresagiee,
5=strongly agree

5. In general what do you consider to the contributdbrthe available internal control
system in achieving the effective distribution apitation grant in primary school?
a) High (b) Average (c) Low

PART C; THE LEVEL OF VALUE FOR MONEY ATTAINED

ECONOMIC;
6. Rank the following statements on economic variablealue for money. Rank from

1(very rare to 5(very often)

Statement 1/12(3|4|5

Capitation grant spending have been following prement

regulations

All spending (goods or service) have been of higality

The spending of goods or services have been ofomeate cos

compared to its quality

Key; 1=very rare, 2=Rare, 3=not sure, 4=often Sywadten

EFFECTIVENESS
7. Rank the following statement on the effectivenelsgthe use of capitation grant at

primary school. Rank by showing your agreementissgteement on the statement
Statement 1/2/3]4|5

We have been incorporated capitation items in thea plans

We have been complied with PEDP financial and pement
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guidelines

We have been keeping capitation transactions restosdr school(s)

Key; 1=Strongly disagree, 2=Disagree, 3=Not suragiee,

5=strongly agree

EFFICIENT
8. How do you rank the inputs (costs) used in relatibgoods/service obtained?

a)Very efficient b) efficient c) inefficiency
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