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ABSTRACT

The purpose of this study was to examine the infteeof budgetary controls on the
budget performance at local government authoritgAE) in Mtwara Region. The
specific objectives were to examine the effectigsnef budgetary controls at the
LGAs in Mtwara region, to assess the budget perdmce at the LGAs in Mtwara
region and to determine the influence of budgetaontrols on the budget
performance in the LGAs in Mtwara region. Crosstiseal design was employed in
which case that data were collected using closedecdrand self-administered
questionnaires using a five point Likert Scale.ofat of 47 heads of departments

were involved in the study. Data were analyzedgikikert scale.

The findings indicate that various heads of depantis at LGAs in Mtwara region
acknowledge that budgetary controls in their reBpednstitutions were effective
and adequate. On the contrary however, the findingicate that budget
performance at LGAs in Mtwara region was perceiveeffective. Among the
reasons for that were identified as due to faitoreeceive all the funds budgeted for
and some budget deviations influenced by politpralssures. This implies that, the
overall budget performance at LGAs in Mtwara regvwesss not directly influenced
by budgetary controls since the activities whicbereed funds for execution were

carried out as planned.

In light of the above, the study concludes thag theffectiveness of budget
performance at LGAs in Mtwara were not caused bgr gmudgetary controls but
rather, it was due to external influences fromititervening factors such as political
interferences and failure to receive all the fubdsigeted for on time. The study
recommends therefore that, there should be sem@asures aimed at eradicating the
intervening factors that make LGAs fail to exectiteir budgets effectively as

planned.
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CHAPTER ONE
INTRODUCTION
1.1 Chapter Overview

This Chapter presents preliminary information tikescribes the basic aspects of the
study. It includes background information to thee@rch problem, statement of the
problem, general aim of the study, specific objexdj research questions, and

significance of the study.
1.2 Background Information

According to McNally (2002), the term budget refds a plan, quantified in
monetary terms, prepared and approved by apprepaighorities prior to a defined
period of time, usually showing planned income ¢éogenerated and/or expenditure
to be incurred during that period and the capiabé employed to attain a given
objective. In this way, budget is considered aseahtique for setting the
organization’s priorities by allocating scarce rases to those activities that are
considered most important (Benlo, 1990). The budgetlso viewed as a tool for
directing activities and the efforts of the empleyeowards a common objective.
Having such a fundamental role, various institigiose budget as a device intended
to provide greater effectiveness in achieving oizgtional efficiency by limiting
spending and preventing overspending by allocatisgurces and providing choices

between potential items of expenditure (Izhar, 3990

The decision of what to spend the money for invelagrocess in which individuals
or groups play a part in the decision making amddécisions are coordinated before
the resources are allocated. The budgeting praste®ss who has power over the
budget decisions, how the decision is made, howhnmformation is provided, what
kind of decision rules are used and the compatisiween the proposed expenditure
(Benlo, 1990).



However, planning for the sake of it is of no uB&ns should work to achieve the
results planned under a well controlling mechani&or it, budgetary control is
needed. Mordi (2000) defines budgetary control the ‘establishment of budgets
relating to the responsibilities of executives ofpalicy and the continuous
comparison of the actual budget with the budgetslits, either to secure by
individual action the objectives of the policy ar provide a basis for its revision”
Therefore, Budgeting, Control and measuring andntaqg, analyzing and feedback
constitute elements of budgetary control (Chande®98). According to Arora
(1995), budgetary control is one of the very imaotttools of planning and control.
Thus management is termed efficient, if maximumultesare achieved with
minimum costs and efforts. To achieve the antieigatargets, Planning, Co-
ordination and Control are the important main tasksmanagement, achieved

through budgeting and budgetary control (McGillQ2p

(LGASs) in Tanzania are institutions which are deal with the main function of

delivering services to the public. This broad resloility is implemented through

three stated basic functions which are: maintenaoicdaw, order and good

governance; promotion of economic and social welfai the people within their

areas of jurisdiction and ensuring effective anditedple services to the people
(URT, 2006). There are other seven functions angslof which LGAs are charged
with in addition to the three basic functions saééove. One of those functions is to
ensure the collection and proper utilization of tegenues in the councils (URT,
2006).

In ensuring proper utilization of the revenues, L<G#ave to plan for the activities
and then develop a result oriented budget depenalinthe revenue which comes
from the government allocation and the one whiclgeserated locally (Ngowi,
2005). This means that LGAs in Tanzania are requeorecast and plan ahead all
operations under the budget guidelines issued bgePMinister’s Office-Regional
Administration and Local Government (PMO-RALG) twef actual execution (Haki
Elimu, 2008). Thereafter, the actual results havédé compared with the planned
action by exercising budgetary control.

2



Evidence from the literature (.i.e. REPOA, 2008; TUR009; Haki Elimu, 2008)

indicates that there are departures in the budgetglementation in many LGAS in
Tanzania, hence failure to stick to the planned/idiets. This has resulted in failure
to meet budgetary obligations in many of these @ittes. Basing on this scenario,
this study intends to seek some insights about d&tadg controls in LGAs in Mtwara
region by examining the influence of the existingdgetary controls on budget

performance of their respective LGAs.
1.3 Statement of the Problem

(LGAS) in Tanzania draw budgets annually and tgent as the basis for guiding
their activities in delivering services to the gabHowever, there are a number of
problems or challenges which have been observeardieqg budget execution in

most of LGAs in Tanzania. One among the challenga@sh has been noted is the
existence of discrepancy in the budget implemedbetween the activities which
are budgeted for and the activities which are irmglieted. Many LGAs fail to stick

to the drawn budgets and this has resulted inreatio meet budgetary commitments
in many of these authorities (REPOA, 2008; HakikljrR008; URT, 2009). There

have been for example, delays in payment of suigpéiad activities in these LGAs

have slowed down because of lack of funds despiefact that most of these
activities were budgeted for (URT, 2009).

It is evident from the reviewed literature that gatiperformance of any institution is
greatly influenced by budgetary controls employedthat institution (Regents,
2006). However, a scan through literature on factdtecting budget performance in
the LGAs in Tanzania reveals that a gap remaingheninfluence of budgetary
controls on budget performance of LGAs in Tanzafihis means that little is
known about the effectiveness of budgetary controlsGAs in Tanzania and the
manner in which budgetary controls influence budgetformance at LGASs. It is
essential therefore to conduct a study to exantaarifluence of budgetary controls
on the budget performance of LGAs in Tanzania sdoaseveal the nature of

budgetary controls employed at LGAs and their iefice on performance.

3



1.4 General Aim of the Study

The study’s general aim is to examine the influeatdudgetary controls on the

budget performance of LGAs in Mtwara Region.
1.4.1 Specific objectives

i. To examine the effectiveness of budgetary contooldoudget execution at
the LGAs in Mtwara region.
ii.  To assess the effectiveness of budget performamteidget execution at the
LGAs in Mtwara region.
iii.  To examine the influence of budgetary controlst@nliudget performance at
the LGAs in Mtwara region.

1.4.2 Research questions

i.  What is the effectiveness of budgetary controlbodget execution at LGAs
in Mtwara region?
ii.  What is the effectiveness of budget performancebodget execution at
LGAs in Mtwara region?
iii.  What is the influence of budgetary controls on midmerformance at LGAs

in Mtwara region?
1.5 Significance of the Study

This study is necessitated by the need to exanfieeirifluence of the existing
budgetary controls on budget performance of LGAKliwara region as to gauge the
insights on the influence of the existing budgeteoytrol systems on the budget
performance of the respective LGAs. Furthermoreemdy, literatures are limited
with regards to budgetary control practices andgdares in the LGAs in Tanzania.
It is evident from the literature that whenever geid are formulated, planned,
prepared and presented, the control mechanismsnua®een effectively adhered to
thus resulting in budget implementation failureshie LGAS.



This study was intended to unveil the views ofdleounting managers in the LGAs
in Mtwara region about the effectiveness of budgetantrols and their influence on
the budget performance while also highlighting ¢beatrol mechanisms required for
a successful budget implementation. It is theretbesopinion of the author that the
findings of this study will translate to a good eefnce material for academics,
financial institutions, Parastatals, governments thie public in general in budgetary
controls in the LGASs, their practices and influemcebudget performance in LGAs

in Tanzania.

1.6 Scope of the study

This study covers only six (6) Local Government fartties (LGAS) in Mtwara. The
LGAs are Mtwara-Mikindani Municipal Council, MtwaraRural, Newala,
Tandahimba, Masasi and Nanyumbu District Counttiteas not possible to extend
the span of the study to include other LGAs in Tama due to inadequate resources
and the demand of the study. The focus was thereforLGAs in Mtwara Region
because it was conceived that the findings draom fihese LGAs will be inferred to

other LGAs in Tanzania as many of them share theessture and characteristics.

1.7 Limitation of study

There were some few limitations faced in undertgkims study. The period when
data were collected was the busy period as maggtea respondents were engaged
in preparing budget preliminaries as it was the ehthe financial year. However,
efforts were exerted to seek their willingnessaddipipate in the study, and thanks to
God that the majority participated as requiredthia field, it was somehow difficult
to access certain financial information as mattegarding finance were considered
to be confidential. More efforts were employed tels such information and
eventually everything came to the line, especiadlffer giving respondents clear
elaboration of the purpose of the study and asserah keeping the information
undisclosed. In collecting questionnaires, som@aedents delayed to return them

on time and deliberate initiatives were taken ttofe them from respondents.
5



CHAPTER TWO
LITERATURE REVIEW
2.1 Chapter Overview

This Chapter reviews relevant literature from vasiostudies carried out in
developing countries, regarding budgetary contoglsther scholars and writers that
contribute to our understanding of budgetary cdntrechanism. It also highlights
budget process executed in the LGAs in Tanzananted for the study and the

conceptual frame work.
2.2 Concepts and Components of Budgetary Controls

Budgetary Control is the process of comparing dctsalts with planned results and
reporting on the variations (McGill, 2001). Contogimpares actual performance and
budgeted and helps expenditure to be kept withreexhlimits. The most important
managerial problem in Budgetary Control is the notetation of budget variance.
Deviations should be noted and corrective actickerta Budgetary Control is
constituted of Budgeting, monitoring and contraialyzing and feedback (Mwabilu,
2004).

2.2.1 Budgeting and planning

2.2.1.1 Budgeting

Budgeting is the process of preparing and usinggbtsdto achieve management
objectives. A budget represents management’'s maastion for future periods of
an organization (Mordi, 2000). Extensive use ofdmiothg has been documented in
studies of Scarborough et al., (1991). They havgelg highlighted the significant
emphasis, which diverse types of organizations amious countries, put on
budgeting systems, as key elements of managematrbtdncreasingly, however,
there appears to be a paradigm shift in the manageatcounting literature, while

there are still advocates of budgeting, criticsuarthat the traditional budget is no



longer appropriate given changes in technology taedrapidly changing business
environment (Kaplan, 1990).

Proponents of budgeting argue that budgets haveralesmportant roles. Blocher
(2002), for instance argues that budgets help locate resources, coordinate
operations and provide a means for performance unemgnt. Hilton (2000) agrees
with this view and claim that the budget is mostiely used technique for planning
and control purposes. Budget is described as raqiantified in monetary terms,
prepared and approved prior to a defined periotino¢, usually showing planned
income to be generated and/or expenditure to herned during that period and the
capital to be employed to attain given objectivié®rdi, 2000). Budgeting involves
the preparation of an itemized financial statenstnawing what the expenditures are
going to be over a given period, usually a yeare Dadget may also show what

income the institution is likely to generate durthg same period.

Havens (2000) notes that fundamental to the suafessy organization, is drawing

a budget plan and putting it in operation. Furthmtes that creating a budget is
important as it enforces an organization to cahlgfubnsider the expected demand
for its products, services and the resources redquio meet that demand. It also
translates the higher priorities for the organmatinto the appropriate resources
required to achieve those priorities, as it woudddifficult to allocate resources due
to scarcity without a budget plan. It creates thedtine against which actual results
can be compared. Budgets act as a basis for megqerformance in organizations
and help in directing the activities of the orgatian hence giving earlier signals on

variances in sufficient time to take corrective @us.

Budgeting serves functions of financial and manag@neontrol. Financial control
results to the control of financial resources whlanagement control ensures that
the activities of the parts of the organization arecoordinated (Otley, 1987).
Budgets coordinate the activities of the partshefdrganization and through this; the
objectives of the organization are harmonized wiitd objectives of the parts or

departments. Budgets facilitate coordination thtoagmmunication of information



about plans to managers and employees (Sebbi, .Ba@ijets perform the function
of control, which is the art of comparing where yare (actual performance) to
where you are supposed to be (Budgeted) so thatatime action can be taken.
Therefore, through control, organizational actestiare monitored and performance

is evaluated (Simons, 1995).

Budgeting at the local level is intended to impraervice delivery by shifting
responsibility from policy implementation to thenediciaries and promotion of local
skills. This is intended to place emphasis on parency and accountability in the
management of public affairs (Dannilo, 2002). Oa tther hand, if the budget is
insufficient to compete a piece of work, additiohalds should be availed so that the
project is completed. Additional funds in from afpplementary estimates should be
availed so long as satisfactory reasons are gitres,will facilitate completion of
projects on time. It will also reduce wastage cforgces on uncompleted projects.
There is need to plan for changing business camditin order to appropriately take
action that can deal with changes that occur shanidof the plans be affected by
such changes (McNally, 2002).

2.2.1.2 Planning

Planning as part of the Budgeting system involvésng range planning, strategic
planning and short term planning (Briston, 1987A)rtiker, emphasizes that short
term budgeting must accept the environment of tpdag the physical human and
financial resources at present available to theammption. Planning involves

selecting objectives and action to achieve thens. ltoking ahead and preparing for
it, which links it to budgeting. Through planniniget organization is able to assess
where it is supposed to be in terms of objectived goals. This comes from the

information system (Lewis, 1996).

Good planning is characterized by clear objectaed goals. It must be simple and
comprehensive. The plan should be well balancedflamible so as to incorporate

changes in the resources and should be time b&ungderly covered plans tell what,



when and how something is to be done (Chandan,;1BB&tia, 1996). Sound
planning mentions priorities and the planning cointycle. Since there are so many

activities to be performed, it's imperative thagyhare listed in order of preference.

Budgets are put in place in advance of the budgebqs based on anticipated set of
circumstances or environment. The major decisioasrade as part of the long term
planning process (Alesina and Perotti (1996). Benelf budgeting accrue to the
whole organization if both the short and long teromsequences of the budgets are
considered (Otley, 1987). However, the annual btidgeprocess leads to the
refinement of those plans, since managers mustupeodietailed plans for the
implementation of the long range plans. Without éimaual budgeting process, the
pressures of day-to-day operating problems may temanagers not to plan for
future operations (Briston, 1987).The planning psscensures that managers do
plan for future operations, and consider how cooilét in the next year might

change and what steps they should take to respahese conditions.
2.2.2 Monitoring and Control
2.2.2.1 Monitoring

Budgetary Monitoring and Control is a deterrentgess against misappropriation of
funds in terms of procedures and rules that estalihe boundaries of financial
behaviour. According to Havens (2000), budgetaryitooing and control process is
a systematic and continuous one which, is chaiaeteby the following stages:

« Establishing targeted performance or level of dgtifor each department of
the organization by way of setting targets to béieed enhances the
monitoring of the organizations performance.

 Communicating details of the budgetary policy tbthe stakeholders for
easy appreciation of the set targets and objectmbances ownership of the

results achieved at end of the day.



* Monitoring actual revenue or cost data this is dbgeway of continuous
comparison of actual performance with the budgpertbrmance and regular
reporting of variances to the responsible officers.

This helps in asserting the reasons for the diffege between actual and budgeted
performance and taking the suitable correctiveoactihe “bottom-top” approach of
budgeting allows patrticipation of all levels of nagement in the decision-making
process. Negotiations then begin between the caipaffice and department heads
to finalize budgetary figures. The budgetary prect®en shifts to a "tops-down"
approach, where the corporate office has ultimatatrol to set the final budget.
Through this process of monitoring, analysis anatrad, the problem of "ratcheting”

is generally avoided (Hilton, 2000).

A budgetary monitoring and control process assuthat expenditure must agree
with the budgeted plans and maintains informatiboua expenditure. Financial
control is also one of the most important aspedtdugeting. By means of
budgetary control, which means comparing actuallteswith planned results and

reporting on the variations, a control frame isfeemanagement.

This frame points to managers to track flow of teses accurately and consistently.
This calls for continuous control process througg year, and not just at the end of a
budget period. The objectives of control are toglee policy of an organization, to
coordinate the activities of the organization so tasachieve the targets set.
According to Havens (2000), financial control andnitoring ensures efficient and
cost-effective program implementation within a swyst of accountability. He
however, notes that the existing financial contrafrangements must be
complemented by further improvements in the ovemadgram monitoring for better

budget implementation in accordance with approvetkyprogrammes.
2.2.2.2 Control

Control basically provides the ex-ante motivatiorathieving the budget and the ex-
post reinforcements necessary to ensure futurevatmn (Chandan, 1995). Hence
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the perception of variances as extremely importantd valid measures of
performance is upheld. The evaluation of budgetopsance should be based on a
comparison of actual performance with an adjustedgbt to reflect the current
circumstances of the environment under which maisagee actually operating. It
therefore assists managers in monitoring and clinydhe activities for which they
are responsible. By comparing the actual resulesnag the budgeted amounts for
different categories of expenses, managers camtaiscerhich costs don’'t conform
to the original plan requires their attention (Di#émn2000). This process enables
management to operate a system of management eptext, which means that a
manager’s attention and effort can be concentratesignificant deviations from the
expected results. Thus enabling managers to igemtfficiencies and appreciate

control action thought to remedy the situation.

By means of budgetary control that is, comparingaaesults with planned results
and reporting on the variations, a control framese$ for management. It helps
expenditure to be kept within the planned limitde@na and Perotti, 1996). Glautier
(1997) argues that in order to achieve the expectggut results, monitoring and
evaluation is necessary. Monitoring and evaluatimintains stability under many
competing forces, hence important to lower localvegoment effectiveness
(Husselid, 1995).

2.2.3 Analyzing, feedback and performance

2.2.3.1 Budgetary analysis

Analysis is the process of examining variancesuty/dividing the total variandato
smaller parts in such a way that management cagnasssponsibility for anyoff
budget performance. An aspect of variance analisishe need to separate
controllable from uncontrollable variances. A deetdi analysis of controllable
variances will help the management to identify fersons responsible for its
occurrence so that corrective action can be takébnough variance analysis it is
established whether over expenditure is causedebiedate actions or inadequate
controls by management (Arora, 1995).

11



It is imperative that staff learns that their acdbeevariances are be analyzed, that
unjustified expenditure will not pass without pdmsent. This will increase staff
care as to the use of resources in performancas&stand in so doing control costs
and the associated variances. According to Glayti®®7), a budget variance
requires analysis, investigation and correctione &halysis of the budget variance
necessitates splitting up the variance into two poments of standard costs (i.e.

quality standard and the price standard).

The variances could be corrected through stricoreeiment of use of the budget
whenever expenditure is incurred. This is preventoontrol. This means that
previous over expenditure attributed to the useresfources without particular
reference to the budget as a control tool, areieditad. Items on which money is
spent are budgeted for and any expenditure incusrexhly after reference to the
budget (Guthrie and Petty, 2001).

The primary function of evaluation-reward aspecboélgetary control is to provide
the ex-ante motivation to achieve the budget apdeiapost reinforcement necessary
to ensure future motivation (Kerr, 1979). This ihav makes variances to be
perceived as extremely important and valid measofggerformance. Performance
evaluation of budgets should be based on compadsantual performance with an
adjusted budget to reflect the circumstances of éhgironment under which
managers actually operate. A budget assists managenanaging and controlling
the activities for which they are responsible bynparing the actual results against
the budgeted amounts for different categories @leages, managers can ascertain
which costs do not conform to the original plan ahds require their attention
(Havens, 2000).

According to Hilton (2000) corrective action is essary when the final results
deviate from plans. The gaps are addressed thrpugishment of those staff that
spends more than the budget without good reasasituations where gaps were not
anticipated and they occurred, it is necessargdoaw the budget so as to have the

objectives match the cost incurred and this istfael control.
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2.2.3.2 Feedback

Feedback is an important role of budgeting foriaittg the expected quality and
standards in planning, control and leadership amadfirsy. According to Mordi
(2000), feedback is generally positively associabgth budget performance. It
focuses on the extent to which employees have asthiexpected levels of work
during a specified time period. The reports shdaddsimple and suitable for the level
of understanding for the user. They should be ptesepromptly to enable timely
actions to take place. Reports should be accuvatmdble the making of corrective
decisions based on the reports. However, the egt@rouracy should not be at the
cost of promptness. It has to be noted that thecqmie of exception should be

utilized where possible.

Budgetary Control is not effective unless thereasatinuous flow of budget reports.
These reports should be prepared at regular inter(say monthly) to show
comparison of actual performance with that budgesedh reports may be presented
to heads of budget centers, showing favorable tavanable variances from budget
figures. These heads of budget centers should iexfiiase variances to the top
management so that necessary corrective actiorbm#gken (Arora, 1995).
According to Havens (2000), a good budget systeauldhbe integrated with the
standard cost system. Where standard costing systesed it should be integrated
with the budget programme in both budget prepamatod variance analysis.
Unfavorable variances are mostly scrutinized whiake the form of over

expenditure or expenditure incurred on non-budgeéeas.
2.2.3.3 Budget performance

Budget performance is a management initiative tgrage the accuracy and

timeliness of financial information. Areas of empisainclude reducing erroneous

payments and strengthening the management of goestnheld assets (Havens,

2000). Performance budgeting is an integrated drperéformance plan and annual

budgeting that shows the relationship between pragiunding levels and expected

results. It shows that a goal or set of goals shdné achieved at a given level of
13



spending. Performance budgeting identifies thetioglahips between money and
results, as well as explaining how those relatipshare created. A program
performance budget defines all activities, diread &ndirect required by a program

for support in addition to estimating activity cogMcGill, 2001).

Improving the performance of an organization iseat@l concern of management
researchers, and speculation about the factortedeta organizational effectiveness
is abundant in the literature and elsewhere. Unfately, little effort has been made
to verify these factors empirically. One reasoth&t organizational performance is a
difficult concept to define and measure. Stakehmslditen disagree about which
elements of performance are most important and selaments are difficult to
measure because they are preventive in nature (VR20O0).

Performance as defined by McGill (2001) is the ageoutputs, with an agency’s
program structure linking outputs to long-term akides, which then creates a
performance budget. This process helps to annuedlik and report programme

results and provide reasons for performance notingeexpectations (Mordi, 2000).
2.2.4 Performance measures

Havens (2000) describes performance measuremerd psocess of assessing
progress towards achieving pre-determined goaltudimg information on the
efficiency with which resources are transformea igbals and services, the quality
of those outputs and outcomes, and the effectigeokthe organizational operations
in terms of their specific contributions to orgaatinnal objectives.

Research made by several scholars has indicatédnttihis modern world where
there is relentless technological change, changwstomer tastes, demand and
uncertainties in the market, on financial indicatdrave become essential for
characterizing an organization future performan@etiirie, 2001). Non financial
measures reflect activities an organization performorder to execute its strategy

and as such serve as predictors of future smoo#ratpns of an organization
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(Havens, 2000). They are operational and providenagers, supervisors and
operators with information required for daily desrs making.

According to Melkers and Willoughby (2000), sustdle shareholder value is
driven by non-financial factors such as employdesfsation, internal processes and
organizational innovation. This study defines perfance in respect to internal
business processes like new innovations, qualitgeo¥ice provided, expansion of
infrastructure and timely payments to suppliers sewice providers.

Performance of any institution is often evaluatgdnieasuring success in meeting
the budgets. This view is shared by Mordi (2000hpveays that when the budget
management is successful bonuses are awarded badiseof an employee’s ability
to achieve the targets specified in the periodidgets, or promotion may be partly
dependent upon a successful budget record.

The development of a performance budget is a sametius top-down and bottom-
up process. Senior planners and policy officialstrarticulate program goals and
objectives. They also must outline the levels dofoteces that they anticipate
allocating to support those goals and objectivées€ same officials should identify
outcome measures that determine whether goalsctodge, resource levels and

outcome measures must be developed and validatieavily level managers.
2.3 Relationship between Budgetary Controls and Péarmance

Budgetary control involves the preparation of a dmid recording of actual
achievements, ascertaining and investigating tlierdnces between actual and
budgeted performance and taking suitable remedaiora so that budgeted

performance may be achieved (McNally, 2002).

Budgetary control is the system of controlling so#itrough budgets. It involves
comparison of actual performance with the budgetegd the view of ascertaining
whether what was planned agrees with actual pedoce If deviations occur
reasons for the difference are ascertained andmeemdation of remedial action to

match actual performance with plans is done (Ard285). The basic objectives of

15



budgetary control are planning, coordination anaditrcd. It's difficult to discuss one

without mentioning the other (Havens, 2000).

A budget provides a detailed plan of action for aganization over a specified
period of time. By planning, problems are antiogghtand solutions thought. This
helps to reduce on costs and achievement of geatmhanced (Sebbi, 1994). By
budgeting, managers coordinate their efforts st dbgectives of the organization

harmonize with the objectives of its parts.

Control ensures that objectives as laid down in thelgets are achieved.
Management is able to know about this through médron availed to it by

subordinates (Mordi, 2000). Control ensures thaéalves are being achieved. A
comparison is therefore made between plans an@lgotuformance, the difference
between the two is reported to management for ¢gaganrective action. This control

process is not possible without planning (LewiD@)9

An effective control system helps accomplish theppae for which it is designed.
Effective control systems rely on good informati@me well communicated, well

coordinated, timely and economical to the orgaiorafArora, 1995).

Budgets reflect estimates of future events, andtwkaconsidered acceptable
performance. Comparing actual with budgeted resytsvides meaningful
information and indicates the need to analyze andestigate over and under
spending. The action taken on over and under spgnslione of the most important
aspects of a budgetary control system. BudgetamtrGloaims to achieve four
things:

i. To define and evaluate short-term plans, this insm the process of
developing a budget within the given structurehaf organization.

ii.  To identify responsibilities and delegate authorityBudget Managers for the
achievement of those plans, Budgets are devolvednasans of empowering
middle Managers because Managers can make thei$estf resources and
savings can be deployed for investment in otheasauader their control. The
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Managers cease to be bidders for resources arghthbecome a Manager of
resources, which gives more opportunity to focusoottomes, the students
experience and achievement rather than struggle seihior Managers over
resource allocation that many managers engage in.

iii. To allocate resources between various Budget Masage to the limit
imposed by the available funds in order to contotivities, unless the
Institutions own resource allocation mechanismsalperthe devolution of
responsibilities to teams explicit in Total QualManagement programs in
reality that devolution will be little more than @smetic exercise. Real
delegation of authority, which is the essence op@werment, requires a real
and effective control over resources (Lucy, 1996).

iv. ~To motivate Budget Managers, as a motivating ttloé freedom to take
decisions and make mistakes may be empoweringroayt be viewed as a
control mechanism by which managers’ performancd Wwe judged,
apparently on impartial grounds. If rewards do aatompany the additional
responsibility, Managers may feel that they arengpetaken advantage of

within the structure.

Inadequate budgetary controls lead to objectivédbaimg clear and performance not
being achieved or satisfactory. This reduces oubpatuse employees do not know
or are doubtful about what to do, when and howdadtdThey spend a lot of time
seeking clarifications from executives. This causegdelays in identification of
deviations from plans which lead to failure in g@ahievement and hence poor

performance.

Performance of any institutions is often evaludtgdneasuring success in meeting
the budget. When the budgetary control is succkgsfumplemented, the
organizations objectives will be realized and ontés has been done the
organization is said to have achieved at performdagel (Nanni, 1990). Melkers
and Willoughby (2000) state that in practice, mamganizations compare actual
performance with the original budget, but if thecamstances expected when the

original budget was set differ, there will be arplang and control conflict.
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Mordi (2000) argues that for the smooth implemeortadf an organizations budget,
budgetary planning and control must be properlyedddnder budgetary control,
evaluation which is a process by which an appraispkerformance is systematically
conducted with a view to measure individual, dapartt and organizational
contribution should be done. It is conducted ineortb take appropriate action. In
particular, evaluation of budgetary control is @qass of assessing performance
against budget standards and performance targitsnignt to take corrective action
(Havens, 2000). Budgetary standards and targetsttebe the criteria upon which
the performance of organizational member, the sofgein particular are evaluated.
These standards and targets provide a basis fatifWleg and appraising selected
aspects of organizational performance, since theytree criteria used to guide and

motivate it.

(McNally, 2002), stated that evaluation standardsufd be very fine statements
derived from budgetary planning goals of the prasitme period, budgetary control
experience with respect to budgetary goals of thevipus years and from the
experience of comparable performance aspects esfpect to the past periods. Once
this is done, budgetary control will be achieved #re organizations objectives will

be properly implemented and hence efficiently actoe
2.4 The Budget Process in the LGAs in Tanzania

Mainland Tanzania is divided into 133 districts, mmipalities, cities and towns,
known as Local Government Authorities (LGAS), eadgth its own elected council
(URT, 2010). Under the Government's Decentralizatiyy Devolution (D-by-D)
policy, these LGAs are playing an increasingly im@ot role, particularly in the
delivery of social services, including primary edtion, health services, rural water
supply, agriculture and local roads (Haki Elimu080 This section describes the

budget process at LGA level and below.
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2.4.1 Budget Planning

The Ministry of Regional Administration and Localo@rnment in the Prime
Minister's Office (PMO-RALG)is the central government body in charge of
overseeingthe operations of the LGAs and councils. PMO-RALfBvides local
government policieand guidelines to be followed by LGAs in the ddsiand
councils (URT, 2010)The central government line ministriésich as the Ministry
of Health and SociaWelfare, or the Ministry of Water and Irrigationgtssector-
specific policy guidelines andre consulted on allocations of resources to local

government for their sectors (Chaligha, 2007).

At the regional level the Regional Secretariat YRiseaded by Regional
Administrative Secretary (RAS) acts as a linking body between ¢tkatral
government and LGAs in thdistricts and councils. It also facilitates disseation

of relevant information anduidelines on planning, budgeting and implementatio
(Ngowi, 2005).

At LGA level, council directorgDistrict Executive Directors or Municipal Direcg)r
are responsible for overseeing budget formulatiod enplementation. The local
heads of sector departments, the Council Managerfieam (CMT), provide
technical inputs and are responsible for the implatation of their respective
sections of the budget. Also at LGA level, the aolyrwhich is made up of elected
ward councilors and local MPs, has a key role wiesging and approving the
proposed budget. Below this there is the Ward Dpreent Committee (WDC),
which is a coordinating body linking the districtinmicipal council to the villages,
mitaas and vitongojis below. Members of WDC include the ward councilor,

village/mitaa chairpersons and the ward executffiees (REPOA, 2005).

In rural LGAs, each village has a Village CoundilQQ), whose members are the

village and sub-village chairpersons and appoinittaige leaders. Village and sub-

village chairpersons are elected by the villageembdy, which consists of every

woman and man aged 18 years or over, providingpttential for real village

democracy. Village assemblies ultimately ‘own’ thikage resources in the name of
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all the people, including land, forests, water wagd other items. They are required

by law to meet at least four times per year, algothis does not always happen.

The whole process of budget formulation, debate agmuroval is illustrated in the

following Table:

Table 2.1: Formulation, Debate and Approval of LochGovernment Plans and

Budgets
Month Budget Activity |
1. | Nov-December PMORALG issues budget guidelined ®As, after consultation with sector
ministries.
2. | January LGA communicates Indicative Planningufég (IPFs) to ward development
committees and village Councils.
3. | February Village plans prepared using O&OD, sufgd by district & ward facilitators,
reviewed by village council and approved by villagsembly.
4. | March WNDC reviews and consolidates village plamo ward plans, and forwards to the
LGA.
5. | March-April Ward plans are reviewed by LGA plarmmn department, and combined with
LGA-level development and recurrent budgets.
6. | April  LGA plan is reviewed by council planning commitieed submitted tg
the full council for debate and approval.
» LGA plans forwarded to regional secretariat forieay compilation and
forwarding to PMORALG.
7. | May LGA plans are reviewed and consolidated antingle PMORALG plan and
budget, for submission to Parliament.
8. | June-July PMORALG plan and budget debated aptbapd by parliament.
9. | August *  Final approved budget communicated to LGAs, andwlement
begins.
* Wards and villages are informed of the final plaared implementation
of projects begins.

Source: Adopted from HakiElimu (2008) and Ngowi (2005).

2.4.2 Budget execution

Budget execution (spending the money) begins eaah gn 1 July and ends on 30
June of the following year. Once Parliament has rapmad PMORALG’s

consolidated plan and budget, the LGAs and regiseatetariats are sent copies of

the approved budget books. The Treasury in the S#iniof Finance disburses

allocations of funds to all ministries including EMRALG and LGAs on a monthly

basis, although there are often delays particulnydisbursement of development

funds. The disbursements are published in newspdpakiElimu, 2008).
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At the local government level, district and urbawicils inform wards, villages and
mitaa that funds have been received, and detalplaced on public notice boards.
LGAs issue expenditure guidelines to wards, villagend mitaa based on the
approved budget, and begin project implementatibnis possible for council
directors to alter their approved budget during tinancial year, and this often
happens. In such cases, wards and villages sheuidftomed promptly, including

an explanation of the reasons behind the changéd (2606).

A large proportion of the LGAS’ budget is spentailgh private service providers.
This includes engineering and construction workatemal goods, consultancies and
services. The procurement of works, goods, senaesconsultancies is governed
by the Public Procurement Act of 2004 and the r@muhs made under it. The Act
requires for each Local Government Authority to éwam tender board for

procurement of goods, services and works. The csitipo of a Local Government

Authority Tender Board and the method of appointm&nthe members, and the
procedures to be followed by such a tender boal@ll sbe prescribed by

PMORALG.

2.4.3 Budget control

There are various ways in which budget executionthe LGAs is monitored,
controlled and evaluated (Haki Elimu, 2008). Thgwecesses are critical for
enhancing accountability. Budget monitoring is bowd be a continuous process
which starts immediately after approval of the betddy parliament and
disbursement of funds to the implementing agenbiedMinistry of Finance and
Economic Affairs (MOFEA).

2.4.3.1 In-year oversight

PMO-RALG monitors LGA accounts, revenues and exjieres on quarterly basis
to ensure that plans and budgets are implementécexecuted as planned (URT,
2006). The reports that are sent to PMORALG are pissented to the full council,
and are therefore theoretically public. At villadgédtaa and ward level, the Village
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Council (VC), Mtaa Committee (MC) and Ward Develagah Committee (WDC)
are also supposed to meet quarterly to review pesgat their level. The VC and MC
should present progress reports to the villagenalslyeor mtaa assembly of all adult

community members.
2.4.3.2 Audit

As with central government, the accounts of all l<Gs&ke required to be audited by
the national audit office (CAG) (HakiElimu, 2008RW, 2008). The Parliamentary
Local Authorities Accounts Committee (LAAC) is ressible for reviewing CAG
reports for LGAs and for holding accounting offis@ccountable. Internal audése
also conducted by internal audit departments withéeLGAS.

However, given the multiple sources of funding aie#d by LGAS, local councils
can be subjected to a number of inspections anidsadutting the course of any given
year.

These include:

* A separate audit of the Road Fund by the CAG,;

* An audit for the Health Basket funds;

* An audit for the education sector (PEDP);

« An audit of the local government reform programiened

* Audits commissioned by donors on their individpabgramme(s) (Haki Elimu,
2008).

Finally, there is the Local Government Capital Depenent Grant Annual
Assessment conducted in September of each fiseal fpe all LGAs. This is the
process by which LGAs are judged against the Mimm«onditions and
Performance Measures that determine whether thajifgjuo receive the Local
Government Capital Development Grant in the subsedinancial year, and

whether they qualify for any financial bonuses englties (REPOA, 2005).

The budget process reviewed above indicates cléfaatythe financial management

demands that are placed on LGAs are complex andiree@ certain level of
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expertise. Accounting and internal audit capace#ynains a challenge for local
government finance, with many LGAs lacking treassii@ internal auditors. These
challenges are recognized by the government, andagt committed itself to

addressing this challenge through reforming systemasbuilding capacities.

However, current observations (i.e. Haki Elimu, 0REPOA, 2008; URT, 2009;
Mwombela, 2012; Tambwe, 2012) indicate that theme iaconsistencies in the
budgetary implementation in many LGAs in Tanzahiance failure to stick to the
drawn budgets. This has resulted in failure to nbelgetary commitments in many
of these authorities. This has developed an intdcegvestigate the views of the
accounting managers in LGAs about the perceivedydtiady controls and budget
performance in order to find out possible measthas will improve the budgetary

control mechanism and hence, budget performance.
2.5 Conceptual Framework

This Conceptual Framework as shown below is derivenh the literature on the
practice of budgetary controls in organizationsd@at performance is dependent
variable of interest in this study. Budget perfonoe is influenced by budgetary
controls as the main independent variable. Budgetantrols include budgetary
planning, monitoring and control and analyzing deddback. Thus, budgetary
controls influence budget performance under theruaning variables which are
Government policies, incentives and other factdhe conceptual framework figure
below explains the relationship between the vaesbinder the study, the budgetary
controls (Independent Variable) and the nature ufget performance (Dependent
variable)
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Figure 2.1: Conceptual Framework for Budgetary Contol and Budget

performance
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Source:Field data 2014
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CHAPTER THREE
RESEARCH METHODOLOGY
3.1 Chapter Overview

This Chapter focuses on the research methods andhigtruments that will be used
by the researcher to carry out the study. It previd description of the research
design, area of study, sample description, datact@n and analysis methods.

3.2 Study Area

The study was conducted in all LGAs in Mtwara regidhe LGAs were the
councils of Mtwara-Mikindani Municipality, Mtwara WRal, Masasi, Newala,
Tandahimba and Nanyumbu. This area was selecteaibedt was easily reachable

by the researcher as the researcher works anasasid/twara.
3.3 Research Design

The study was a survey in the form of cross-seati@esign in which data were
collected once across a population through sampliAgdescriptive approach was
used to establish the perceptions of the resposdenthe relationship between the
independent variable (budgetary control) and thpeddent variable (perceived

performance) in the LGAs.
3.4 Target Population

The target population of the study was all headsdepartments and finance
managers like accountants and auditors in six agtsuimcMtwara region. The study
targeted these respondents because they were liesh@osition to give the required

information.
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3.5 Sampling Size and Sampling Procedures

The sample size comprised of 6 procurement offic@nsternal auditors, 8 finance
managers, and 27 heads of departments of admtiost(&), planning (6), education
(4), works (2), agriculture (5) and health (4). pasive sampling was employed to
select procurement officers, internal auditors tamance officers. Stratified sampling
method was used where the heads of departmentsdmweded into a number of
homogenous strata according to the available deeats in the LGAs. Then,
random probability sampling was used to selectdilbef departments from each of
the six councils of Mtwara-Mikindani, Mtwara Rurdlasasi, Newala, Tandahimba
and Nanyumbu.

3.6 Sources of Data

3.6.1 Primary Sources

The primary data were collected from the resporedenall six (6) LGAs by using of

guestionnaires.
3.6.2 Secondary Data

The review of official policies and other budgetdcuments in the LGAs was done

to compliment the information to be collected frdm questionnaire.
3.7 Data Collection Instruments
3.7.1 Questionnaire

The researcher collected primary data using clagadctured questionnaires (see
appendix 1). These questionnaires were self adtameid amongst the respondents in

order to collect the completed responses withihatdime possible.
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3.8 Measurement of the Research Variables

Budgetary Controls were measured by examining tew/ss of the respondents on
Budgeting and Planning, Monitoringnd Control and Analyzing and Feedback.
These variables were subjected to5goint anchored Likert scale. Budget
performance was measured on the same basis butabyireng the extent to which
the activities were done as planned for. The vieivthe respondents on this were
subjected to a modified version of multi-item filzéert scaledeveloped by Melkers
and Willoughby (2002) to suit the study at hande Tifluence of budgetary controls
on budget performance was examined by comparingestablished budgetary
control practices and their direct effect on theywaGAs implemented their

activities.
3.9 Data Processing and Analysis

Data collected were compiled, sorted, edited, tflads and analyzed using a
Microsoft Excel window. A question that sought toligit respondents’ opinions

over each research objective was asked and thrsugjm a question, respondents’
opinions were generated and subjected to analpsita analysis and interpretation
of respondents’ opinions were conducted using ltilsmale in which the weighted

mean was used to generalize the final responseLikkd Scale used to interpret the
items in the questionnaire was categorized int@ filwe-point scales as shown

below:

Table 3.1: The Five Point-Point Likert Scale

Scale Range Interpretation
5 4.01- 5.00 Strongly Agree
4 3.01- 4.00 Agree
3 2.01- 3.00 Uncertain
2 1.01- 2.00 Disagree
1 0.01- 1.00 Strongly Disagree

Source: Field data, 2014.
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Weighted mean was used to measure the generalnsssmd the survey samples,
whether they agree to a given statement or not.f@imula in computing weighted
mean is as follows:
Ex
X

Where: F- weight given to each response.
X- number of responses.

X; - total number of responses.

The survey results were analyzed with the useatfssital approach and Microsoft

Excel spread sheets.
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CHAPTER FOUR
DATA PRESENTATION AND DISCUSSION
4.1Chapter Overview

This Chapter presents and discusses the findingiseo$tudy on the basis of study
objectives. The Chapter starts with the demograptofile of respondents in terms
of staff category, gender, age, educational level period of working with their
institutions. Thereafter, data are presented iregalthat indicate respondents’
perceptions on the effectiveness of budgetary otsntind budget performance at
LGAs in Mtwara region. Presentations are immedyatellowed by descriptions and
pertinent discussions of the findings. Lastly, @teapter ends up with the description
of the influence of budgetary controls on budgetqgrenance at LGAs in Mtwara

region.
4.2 Demographic Information of Respondents

The profile of the respondents related to the goesaire asked for category of staff,
participant’s gender, academic qualifications andation of service in the current

job position.
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4.2.1Category of Stafi
Table 4.1shows the category of staff and their respectivé\&

Table 4.1: Category of Staf

LGAs

Department Mtware- Mtwara | Masasi | Nanyumbu | Newala | Tandahimba| Sub-

Mikindani | District | District | District District | District Total

Municipal | Council | Council | Council Council | Council

Counci
PMU 1 1 1 1 1 1 6
Internal 1 1 1 1 1 1 6
Auditor
Administration | 1 1 1 1 1 1 6
Finance 1 1 2 1 2 1 8
Planning 1 1 1 1 1 1 6
Education 1 - 1 - 1 1 4
Works - - 1 - 1 - 2
Agriculture 1 1 1 - 1 1 5
Health 1 - 1 - 1 1 4
Others - - - - - - -

Total | 47

Source: Field data, 201.
4.2.2Gender of Respondent

Respondents for this study were both male and fereaiployees from differe
departments. The distribution of respondents orb#ses of their gender is presen

in Figure 4.1

Figure 4.1: Gender of Responden

Source:Field Data, 201
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The figure above indicates that the majority ofpmaslents were male [27 (
percent]and female were the minority [10 ( percen)]. This reflects that gener
picture of publicemployees at the top positions like heads of departs where th
number of female employees is basically

4.2.3Ages of Responden

The ages of respondents for this study varied f2éGnyears to 49 and above. Fic
4.2 illustrates this:

Figure 4.2: Ages of Responden

3 (G%h)

Source: Field Data, 201

The figure above indicates that the majority of toypes are between the ages
30-39 years followed by the ages betweel-49 years. There are few employ:
with the ages between -29 years and 49 and above.

4.2.4Educational Levels of Responden

Also, levels of education of respondents for thiglg varied from diploma to pc-
graduate degree. Their distribution is indicateffigure4.3
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Figure 4.3: Educational Levels of Responden

Diploma 2 (4%4)

Source: Field Data, 201

The figure above indicates that most of the emmeygho are heads of departme

are well educated with majority of them havingtfidegrees [23 (49 percent] and
postgraduate degrees [22 | percent)]. There were only 2 (¥rcent respondents
who had diploma.

4.2 .5Period of Working with the Institutions

Information was also sought from the respondentsaoture the degree of wao
experience in their respective LGAs in terms ofiguerof working with their

institutions. The data for s are presented in figure 4.4

Figure 4.4: Respondents’ Period of Working with thenstitutions

Below a Year
2 (4a%a)

Source:Field Data, 201

32



The data above indicate that the majority of respots have worked with their
institutions with more than 3 years which also skawat they have a profound
working experience to be able to understand variouslertakings of their

institutions.
4.3 The Effectiveness of Budgetary Controls at theGAs

The first objective of this study was to examitiee effectiveness of budgetary
controls at the LGAs. This was done by analyzing bsponses of the respondents
(heads of departments) on the statements abouetargigcontrols’ effectiveness in
their respective LGAs to see the extent to whickythgree or disagree with the
assertions. The aspects of the budgetary contrdiehwwere examined were
Budgeting and Planning, Monitoring and Control, &whlyzing and Feedback. The
statements in each aspect were subjected to anailysig a Likert-Scale to generate
the most acceptable opinions. The findings andrpart discussions are presented as

follows:
4.3.1 Budgeting and Planning
4.3.1.1 Budgeting

Budgeting as an activity that involves the preparatof an itemized financial
statement showing what the expenditures are goithg tover a given period, usually
a year, was examined in this study on the basasalyzing respondents’ opinions on

the statements about the effectiveness of theigéiud he following are the results:
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Table 4.2: Respondents’ on the Effectiveness of Bgelting

=
3 5)
% L) Lon) g
a lse | 12
>332 |3 |2
Statement 2| 5|3 o 2 | Weighted Interpretation
e 18| s 5 | 2 | Mean
n | a|lz < n
My institution always preparg - 1 |- 9 37 4.7 Strongly agree
budgets.
All stakeholders are involved in th - 4 |4 26 |13 4 Agree

budget setting process.

Performance indicators al - - |5 26 |16 3.9 Agree
normally included in the budgets
our institution.

Resource allocation is based on | - 5 1|6 23 |13 4.2 Strongly Agree
performance indicators.

Our budgets emphasize outcome| - - |1 30 |16 4.3 Strongly Agree
We always present the budget| - - - 13 | 34 4.7 Strongly agree
the Governing Council fo

approval.

Budgets are always used as| - - 1 25 |21 4.4 Strongly Agree
standard of measuring budg

performance.

Our budgets are based on { - - 1 25 |21 4.4 Strongly Agree

needs identified by ou
sections/departments and t

community.

Our programmes are in line wif - - 4 27 16 4.2 Strongly Agree
the budget objectives.

We have clear result targets in { - 3 19 24 |11 3.9 Agree
budget.

Each budget activity is allocatg 1 12| 6 17 |11 3.5 Agree

appropriate resources.

Source:Field Data, 2014

Table 4.2 provides the distribution of the percamsi of the respondents regarding
the effectiveness of budgeting in their LGAs. Thspondents have strongly agreed
that their institutions always prepare budgetspuese allocation is based on the
performance indicators, their budgets emphasizeoouts, they always present the
budget to the Governing Council for approval, budgee always used as a standard
of measuring budget performance, their budgetdased on the needs identified by

our sections/departments and the community and pnegrammes are in line with
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the budget objectives. They agree that all stakkgnslare involved in the budget
setting process, performance indicators are noynratluded in the budgets of their
institutions, they have clear result targets in lnelget and each budget activity is

allocated appropriate resources.
4.3.1.2 Planning

Planning is another component of budgetary contfoich was examined in this
study in the same way as budgeting. Table 4.3 ptesthe perceptions of

respondents on the effectiveness of planning im ti&As:
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Table 4.3: Respondents’ Perceptions on Effectiveresf Planning

S)
Statement @ <
()] (<)
8 o
2 N8| ® o)
a e lo | | < Weighted Interpretation
S| 25| |5 Mean
[=) = [=)
c | 2| n 3 c
S18|s |5 |8
+—= — o ()] 4+
n | oz | < n
12. | We start with Planning for our- 2 1 29 15 4.2 Strongly Agree
programmes.
13. | Planning helps to manage the - - 25 22 4.5 Strongly Agree
programmes of the institution.
14. | We discuss goals to be met with - 2 30 15 3.9 Agree
the management.
15. | We combine Planning with the- 1 - 27 19 4.3 Strongly Agree
Budgeting process.
16. | Programme activities are clearly - 5 25 17 4.2 Strongly Agree
indicated.
17. | Programmes and plan are the basis | - 3 30 14 4.2 Strongly Agree
for allocating financial resources.
18. | Planning helps us to know the type - 1 31 15 4.2 Strongly Agree
and level of resources to provide.
19. | We normally identify high-priority - - 3 23 21 4.3 Strongly Agree
programmes to include in the
budget.
20. | All programmes are classified - 2 28 17 4.3 Strongly Agree
according to the objectives.
21. | Planning of the budget activities|is 1 1 25 20 4.4 Strongly Agree
done by the departments.
22. | The budget priorities are agreged 1 4 23 19 4.2 Strongly Agree
upon in the budget conference.
23. | We normally formulate ourl - 3 24 19 4.3 Strongly Agree

objectives from the set goals.

Source: Field Data, 2014

Table 4.3 provides the distribution of the peraemsi of respondents regarding to

effectiveness of planning in LGAs. All respondesti®ngly agree that they start with

planning for their programmes and that planningg®i¢hem to manage programmes

of their institutions, they combine planning witketbudgeting process, they indicate

Programme activities clearly and in allocating finial resources, programmes and

plan become the basis. Furthermore, they agreldaning helps them to know the

type and level of resources to provide, they nolmadlentify high-priority

36



programmes to include in the budget, all programaresclassified according to the
objectives, planning of the budget activities is\eldy the departments, the budget
priorities are agreed upon in the budget conferamckethey normally formulate their
objectives from the set goals. They also agreethiey discuss goals to be met with

the management.
4.3.2 Monitoring and Control

Budgetary Monitoring and Control is a deterrentgess against misappropriation of
funds in terms of procedures and rules that estalihe boundaries of financial

behaviour. This aspect of budgetary control was alsamined on the same way as
budgeting and planning. The distribution of the cpgtions of respondents is

presented in Table 4.4
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Table 4.4: Respondents’ Perceptions on Monitoringrad Control

S
Statement % — —_ g
= N (s2) (@]
o | = | = — | <
> |3 |8 T |2 . .
an > |3 g an Wagg:]ed Interpretation
5 68 |25
1. Approved budget is communicated |to - 5 24 14 4 Agree
all stakeholders.
2. Funding of programmes is based |on- 11 7 14 15 3.3 Agree
institution’s approved budget.
3. The budget performance is always - 2 24 13 4 Agree
communicated.
4. Deviations from the approved budget - 3 9 24 11 4.7 Strongly Agree
are reported.
5. Reasons for deviations from the- |4 10 22 11 3.8 Agree
approved budget are given.
6 Sometimes deviations from the - 3 5 25 14 4.0 Agree
approved budget are influenced py
political pressures.
7. Remedial measures are always taken te 6 8 28 5 3.7 Agree
monitor budget deviations.
8. We always make adjustments - 1 7 34 5 3.9 Agree
regarding budget performance.
9. The level of budget monitoring and - 5 5 33 4 3.8 Agree
control in my institution is adequate.
10. | There is clear tracking of programme - 7 15 22 3 3.4 Agree
results in my institution.
11. | We use vote books to ensure adherence | 4 1 29 13 41 Agree

to the budgeted activities.

Source: Field Data, 2014

Table 4.4 provides the distribution of the percami of respondents regarding the

effectiveness of budget monitoring and control iGAs in Mtwara region.

Respondents strongly agree that deviations fromafiproved budget are reported.

They agree that funding of programmes is basedstitution’s approved budget,

the approved budget is communicated to all stakksns] the budget performance is

always communicated, reasons for deviations froenapproved budget are given

and remedial measures are always taken to monitdgdi deviations. In addition,

they agree that they always make adjustments regattlidget performance, the

level of budget monitoring and control in theirtingions is adequate and that there

is clear tracking of programme results in theititnons with the use vote books to
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ensure adherence to the budgeted activities. lals® important to note that
respondents agree that sometimes deviations froen a@pproved budget are

influenced by political pressures.
4.3.3 Analyzing and Feedback

Analysis is the process of examining variancesuty/dividing the total varianadato
smaller parts in such a way that management cagnasssponsibility for anyoff
budget performance where as feedback is the reporthe extent to which
employees have achieved expected levels of worlngla specified time period.
Table 4.5 indicates the distribution of perceptiohgespondents on analyzing and
feedback:

Table 4.5: Respondents’ Perceptions on Analyzing drFFeedback

Statement
S)
3 ©
R 8
glg|le| |2
z o e |3 > Weighted
s | 2|0 3 < Mean Interpretation
212 |58 | > =
n | 0 2z < n
The budget performance reports a@ | 8 3 14 22 4.1 Strongly Agree
prepared regularly in my institution.
The budget deviations are reported @ | 1 5 32 9 4.0 Agree
budget committee/top management.
The deviations from the budget target3 | 5 9 26 7 3.7 Agree

are frequently reported.

Management always takes timely 4 9 31 2 3.6 Agree
corrective actions when adverse
variances are reported.

There is clear reporting of programme@ 4 5 30 8 3.9 Agree
results.

Budget performance is communicated | 4 5 20 18 4.1 Strongly Agree
frequently in meetings.

Deviations from the expected and the | 4 5 31 6 3.8 Agree
actual /reported results are common.

Our budgets are always balanced. 8 B9 D 0 0 1.8 Disagree

Source:Field Data, 2014
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Table 4.5 provides the distribution of the percami of respondents regarding the
effectiveness of analyzing and feedback in LGAdMitwara region. Respondents
strongly agree that the budget performance remodsprepared regularly in their
institutions and that budget performance is comeated frequently in meetings.
They agree that budget deviations are reporteddgédt committee/top management,
the deviations from the budget targets are fredqueaported, management always
takes timely corrective actions when adverse vagarare reported, there is clear
reporting of programme results,. Furthermore thgsea those deviations from the
expected and the actual /reported results are comiRespondents disagree that
their budgets are always balanced.

4.4 Budget performance of LGAs at Mtwara region

The second objective of this study was to examundgbt performance of LGAs at
Mtwara region by analyzing the opinions of varicusads of departments on the
state of budget performance of their respective EGFis was done because budget
performance is a management initiative to upgrdeaccuracy and timeliness of
financial information. It is an integrated annuatrformance plan and annual
budgeting that shows the relationship between pragiunding levels and expected
results. Table 4.6 presents the distribution ofpoeslents’ perceptions on the

effectiveness of budget performance:
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Table 4.6: Respondents’ Perceptions on Budget Perfonance of LGAs in
Mtwara Region

)
3 o)
g | 3
ggle| |2
Statement > 812 [ | >
=4 @ @ 3 = Weighted Interpretation
% .<D£ g :? % Mean
1. We achieve most of our budgeted plans | 26 | 5 13 3 2.8 Not Sure
in my institution.
2. The service provision in my institutign- 33| 5 6 3 2.5 Not Sure
is adequate.
3. All the budgeted activites afe2 | 24| 2 16 3 2.8 Not Sure
implemented as planned and budgeted
for.
4, We met our previous year’'s budget | 21| 4 21 - 3 Disagree
targets.
5. We spend in accordance to the planned | 10 | 2 31 4 3.6 Agree
activities.
6. We received all the funds budgeted for. |10 |32 31 1 1.9 Disagree
7. Our programmes are in line with 3 |10 30 4 3.7 Agree
budget objectives.
8. The budget structure facilitates a clear | 5 | 10 29 3 3 Not Sure
linkage between the money and the
results.
9. The institutions requirements are | 33| 3 9 - 2.5 Not Sure
financed immediately the need arises.
10. | All the activities under taken in my2 | 28| 2 11 4 2.4 Not sure
institution are budgeted and planned
for.

Source:Field Data, 2014

Table 4.6 provides the distribution of the percamdi of respondents regarding the
budget performance of LGAs in Mtwara region. Resjgms are not sure whether
they managed to achieve most of their budgetedspiatheir institutions, the service

provision in their institutions is adequate, allethhudgeted activities were

implemented as planned and budgeted for, the busigetture facilitates a clear

linkage between the money and the results, théutiehs requirements are financed
immediately the need arises and all the activitieder taken in their institutions are
budgeted and planned for.

Also, respondents disagree that they met the puewear’s budget targets and that

they received all the funds budgeted for.
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4.5 The Influence of Budgetary Controls on Budget g@rformance

The third objective of this study was to examine ihfluence of budgetary controls
on the budget performance of the LGAs at MtwaraoregBudgetary control is the
system of controlling costs through budgets. Itolmes comparison of actual
performance with the budgeted with the view of asieing whether what was
planned agrees with actual performance. In thislystahe interpretation of the
opinions of respondents on budgetary controls tinoueighted mean indicates that
all respondents perceive budgetary controls astefeeand adequate as the weighted
mean is above 3.01. However, budget performandeG#ts in Mtwara has been
perceived as ineffective as the distribution of th&erpretation on respondents’
opinions fall under the weighted mean which is be®00 occupied by uncertainty,
disagree and strongly disagree as the Table 432,44, 4.5 and 4.6 respectivelt
refers. The interpretation of the weighted meancetds that ineffectiveness is
caused by a failure to meet the target of the bisdge a result of failure to receive
all the funds budgeted for and the political presghat influences budget deviations.
A glance at this incident may seem to be vaguecamfusing because it has been
widely noted in the literature that adequate bualyetcontrols lead to budget
objectives being clear and performance being aekier satisfactory (Sebbi, 1994,
Arora, 1995; Lewis, 1996; Mordi, 2000). So it ikdithe findings of this study on

this aspect are contradictory. This scenario isudised in Chapter Five.
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CHAPTER FIVE
DISCUSSION OF FINDINGS
5.1  Chapter Overview

This Chapter discusses the findings as present€&thapter Four about respondents’
perceptions on the effectiveness of budgetary otmtbudget performance and the
influence of budgetary controls on budget perforoeaat LGAs in Mtwara region.

5.2 The Effectiveness of Budgetary Controls at LGAB Mtwara
5.2.1 Budgeting and Planning

The perceptions of the respondents as presenteddesatibed in Chapter Four
portray a picture that budgeting in the LGAs ascpmed by various heads of
sections/ department is effective on the basissgblieparation as a document and as
the basis for the annual operation of the LGAs.e @ksertions agreed above are in
line with the arguments from proponent scholarbodgeting. For example, Blocher
(2002) argues that if budgeting process displayg éddements like involving all
stakeholders, used as the basis for measuring rpafce, discussed in general
forum of the institution, it can be considered tisative. Hilton (2000) also is of the
same opinion as he agrees that effective budgedayalwdentifies the needs for
planned activities from all stakeholders and ulten@source allocation should focus
on the activities budgeted for. In this way, Mor@000) states that effective
budgeting process act as a basis for measuringrpghce in organizations and help
in directing the activities of the organization bergiving earlier signals on variances

in sufficient time to take corrective actions.

On planning, perceptions presented and describé&hapter Four give the picture
that planning at LGAs in Mtwara is effective as ceiwed by various heads of
departments. The opinions of respondents on effmutiss of planning at LGAs
display a positive image of the characteristicefééctive planning. So on the basis

of the opinions of respondents, it can be estaddisthat planning at LGAs is
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perceived to be effective as the statements agretdh with the characteristics of
effective planning. Lewis (1996) for instance statieat planning involves selecting
objectives and action to achieve them. With hinganping involves looking ahead
and preparing for it, which links it to budgetinthrough planning the organization
is able to assess where it is supposed to be imnstef objectives and goals. This

comes from the information system.

Chandan (1995) also argues that good planningasacterized by clear objectives
and goals. It must be simple and comprehensive.pldre should be well balanced
and flexible so as to incorporate changes in tseuges and should be time bound.
Properly covered plans tell what, when and how sbimg is to be done (Chandan,
1995). Bhatia (1996) adds that sound planning roestpriorities and the planning

control cycle.
5.2.2 Monitoring and Control

Again, the perceptions of respondents on the e¥eess of monitoring and control
are positive in the sense that their opinions agiiée the characteristics of effective
monitoring and control. For example, it is estdidid in the literature by Havens
(2000) that monitoring and control on the implenation of budget may be
considered as effective if targeted performancelemel of activity for each
department will be established, details of the ltidgll be communicated to all the
stakeholders and that there will be monitoring ial revenue or cost data by the
way of continuous comparison of actual performanitke the budgeted performance
and regular reporting of variances to the respdmsfficers. All these descriptions
tally clearly with the opinions of the responderitsan therefore be established that

monitoring and control at LGAs in Mtwara is percaivas adequate.

However, there is an intervening factor that isyv@nportant to consider on
monitoring and control. Respondents agree that 8oras deviations from the
approved budget are influenced by political pressuihis indicates that political
pressure at LGAs in Mtwara acts as a barrier tartidementation of the approved

budget. In this way, political pressure acts asérvening variable that sometimes
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causes deviations on the budget and hence affetsimgntrol. This factor has also
been mentioned in the literature as one of thécatitauses of inconsistencies in the
budgetary implementation in many LGAs in Tanzamd & leads to the failure to
stick to the drawn budgets (HakiElimu, 2008).

5.2.3 Analyzing and Feedback

The analysis of the perceptions of respondentsatels that LGAs at Mtwara region
fail to stick to the drawn budget. This goes irelwith the assertion that political
pressure operates negatively at LGAs as obstazldm timplementation of approved
budget. Respondents disagree that their budgetdwaags balanced. This means that
programme activities do not tally with the actuatigeted activities. The perceptions
of respondents on analyzing is positive as they the they are capable of
recognizing variances through variance analysisthagl can establish as whether
deviations are caused by deliberate actions oremaate controls by management.
This fact indicates that control mechanisms at L&G#es perceived to be adequate
and the activities of analyzing and provision ofedback on budgetary

implementation are effective.

To this end, it can be established in this studht @it the level of management,
budgetary control is perceived as adequate andtieie However, in implementing
the approved budget, external factors like politmassures come in and stand as
obstacles as they influence deviations from theadbudget and hence leading to
failure to stick to the drawn budget. As a resddtyiations in budget implementation
become common and ultimately the overall budgetives unbalanced.

5.3 Budget Performance at LGAs in Mtwara

The distribution of the perceptions on budget pentnce indicates clearly that
budget performance at LGAs in Mtwara region is peted to be ineffective.
According to the opinions of respondents, thisfewfveness is caused by failure to

receive all the funds budgeted for and some budige@ttions influenced by political
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pressures. So presence of inadequate funds amdefdd meet the targets of the
budget are the main indicators of ineffective budgerformance in institutions.
McNally (2002) argues that performance of any tostin is often evaluated by
measuring success in meeting the budgets. Thisigi@go shared by Mordi (2000),
who contends that when the budget management cessfal bonuses are awarded
on the basis of an employee’s ability to achiewetdrgets specified in the periodic

budgets, or promotion may be partly dependent @psunccessful budget record.
5.4 The Influence of Budgetary Controls on Budget &formance

The findings presented in sectiodAs3 and 4.4 in Chapter Four on respondents’
perceptions on the effectiveness of budgetary otmtand budget performance at
LGAs in Mtwara indicate that the overall budgetfpanance of LGAs in Mtwara is
not directly influenced by budgetary controls. Egample, all respondents agree that
their programmes are in line with budget objectifeee Table 4.6). This means that
most of LGAs plan for their activities and are e to implement them as
dictated in the budget. So the activities whicheree funds for execution are carried
out as planned and are positively influenced bygetaty controls because they are
reported to be implemented successfully. Therefioedfective budget performance
at LGAs in Mtwara does not emanate from the poalgetary controls but from the
intervening factors which are political pressurad #ailure to receive all the funds
budgeted for. The challenge now is on how budgetantrol mechanisms can be
empowered to arrest these intervening factors fecefe budget performance at
LGAs in Mtwara.

This scenario has also been pointed out in theatitee. For example, Chaligha
(2007) argues that many LGAs in Tanzania fail teaexe their budgets effectively
because there is a delay of disbursement of furaia the central government to

LGAs and sometimes the funds are not received.at al
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CHAPTER SIX

SUMMARY OF THE FINDINGS, CONCLUSION AND
RECOMMENDATIONS

6.1 Chapter Overview

This Chapter presents the summary of findings, losien and recommendations for
improving budgetary performance at LGAs in Mtwaralan Tanzania in general

and points out areas for further studies on budgétaues at LGAs.
6.2 Summary of the Findings

The main objective of this study was to examineittfieence of budgetary controls
on the budget performance at LGAs in Mtwara Redigranalyzing the perceptions
of heads of various sections/departments at LGAsciBic objectives of the study
were: to examine the effectiveness of budgetartroanat the LGAs in Mtwara

region, to assess the budget performance at thesLi@AMtwara region and to

examine the influence of budgetary controls onlihéget performance at the LGAs
in Mtwara region. The perceptions of the heads egaidtments were analyzed to
generate the perceived state of the effectivenésbudgetary controls, budget
performance and the influence of the perceived bétady controls on budget
performance by using likert-scale.

The findings of the study revolve around three megsues: First, budgetary controls
in terms of budgeting and planning, monitoring amahtrols and analyzing and
feedback is rated as adequate at LGAs in MtwardomegSecond, budget
performance at LGAs in Mtwara region is perceived be ineffective.
Ineffectiveness is caused by failure to receivetladl funds budgeted for and some
budget deviations influenced by political pressuré&sird, the overall budget
performance at LGAs in Mtwara is not directly irdhced by budgetary controls.
The activities which receive funds for executioe aarried out as planned and are

positively influenced by budgetary controls becaubey are reported to be
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implemented successfully. Therefore, ineffectiveldet performance at LGAS in
Mtwara does not emanate from the poor budgetaryralsrbut from the intervening

factors which are political pressures and failaresiceive all the funds budgeted for.

6.3 Conclusion

It is concluded in this study that most of budggtaontrols mechanisms on the
budget execution at LGAs in Mtwara region are pesx by various heads of
departments as effective. However, this does nogctly guarantee satisfactory
budget performance of these LGAs. It is establisiredhis study that budget
performance during budget execution at LGAs in Mawveegion is ineffective and
ineffectiveness does not emanate from poor badgebntrols, but it is a result of
failure to receive all the funds budgeted for amviations which are caused by
political pressures from the central government @andGAs. It has been established
in this study that the influence of budgetary colstron the budget performance at
the LGAs in Mtwara region is twofold. This meansatthvhere fund is received on
time for the activities which were budgeted fordbetary controls mechanisms seem
to have positive influence over budget performarie.the other hand, when there
are deviations caused by political pressures, ladgeontrols mechanisms are not
powerful enough to arrest the interference and kéepbudget controlled, hence

budget performance is negatively influenced by letigity controls.
6.4 Recommendations
6.4.1 Recommendations on Measures to Improve Budgeerformance at LGAs

It is recommended in this study that:

» Disbursement of funds to LGAs for the executiortted budgeted activities
should be done on time in order to enable LGAsawmycout their activities
and meet the targets of the planned budgets.

* Budget execution should be treated as independinity which is free of
any political pressures. The power of politiciah& @As should not be left to
cause unnecessary deviations for the activitieshwvere budgeted for.
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» Serious disciplinary actions should be taken toividdal employees or
councils who will be caught responsible for causimgnecessary budget
deviations.

6.4.2 Recommendations for Areas for Further Studies

This study was conducted to analyze the views grdians of various heads of
departments on the established statements onféwtieéness of budgetary controls
and budgetary performance at LGAs in Mtwara regibime study was somehow
limited as it did not deal with the actual budgetdments and its implementations
by each department to see the manner in which baidgeontrols mechanisms were
executed and the way they influenced budget pedoo®. There is a need therefore
to carry out a study to assess the actual impleatientof the forms of budgetary
controls mechanisms by examining step by stepephaes followed to implement
the budget by each department. Also there is a tteednduct a study to investigate
various factors that hinder effective implementataf budget in many LGAS in

Tanzania.
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APPENDICES
Appendix 1

Questionnaire

MZUMBE UNIVERSITY
MASTER OF SCIENCE IN ACCOUNTING & FINANCE
QUESTIONNAIRE TO BE FILLED BY THE COUNCIL DIRECTORS
FINANCE OFFICER, PROCUREMENT OFFCIERS AND OTHER HEA DS
OF DEPARTMENTS

Dear respondent, | am conducting a studylbe Influence of Budgetary Controls
on Budget Performance of Local Government Authorites (LGAS) in Mtwara
Regionas part of my study daflzumbe University. As one of the staff of the LGA,
your opinions are verynportant to this study. The information providedl wnly be

used foracademic purposeand will be treated with maximum confidentiality.

Thank you in advance.

PART A: DEMOGRAPHIC CHARACTERISTICS (Please tick in the
appropriate

box provided).

1. Category of staff:

+ Executive Director

* Head of Department/Secti gpec

« Other officer

(SPBCITY ) et e e e e e e
2. Sex of respondent: Mg Hey

3. Age of respondent:
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a) 20-29 years
b) 30-39 years
c) 40-49 years
d) above 49 Years

4. What is your level of education?
a) ‘O’ Level

b) ‘A’ Level |:|

c) Certificate

d) Diploma

e) 1% Degreg

f) Postgraduate degr1:|

g) Other, (please

S CITY ) e

4. For how long have you worked with the institution?

a) Below a year

b) 1-3 years

c) 4-6 years

d) 7 years and abov
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PART B: PART B: BUDGETING AND PLANNING.

Please respond to the following statements by inditing the extent to which you

agree or disagree with the activities.

Statement

[}
o
2 |8z | |2
=23 [ 8 |2 | | >
D) = — > [@)]
58 |82 |8 |5
5.9 § o )] =~
»n A [a) pa < nLe
1. My institution always prepares budgets.
2. All stakeholders are involved in the budgetisgtprocess.
3. Performance indicators are normally includedthia budgets of ouf
institution.
4. Resource allocation is based on the performenieators.
5. Our budgets emphasize outcomes.
6. We always present the budget to the Governimgn€il for approval.
7. Budgets are always used as a standard of megsiimnancial
performance.
8. Our budgets are based on the needs identifigd dur
sections/departments and the community.
9. Our programmes are in line with the budget dbjes.
10. | We have clear result targets in the budget.
11. | Each budget activity is allocated appropriasources.
12. | We start with Planning for our programmes.
13. | Planning helps to manage the programmes ah#ti¢ution.
14. | We discuss goals to be met with the management
15. | We combine Planning with the Budgeting process.
16. | Programme activities are clearly indicated.
17. | Programmes and plan are the basis for allggéitiancial resources.
18. | Planning helps us to know the type and leveésburces to provide.
19. | We normally identify high-priority programmes include in the
budget.
20. | All programmes are classified according todhgctives.
21. | Planning of the budget activities is done by thpatitments.
22. | The budget priorities are agreed upon in tldgbticonference.
23. | We normally formulate our objectives from the sealg.
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PART C: MONITORING AND CONTROL.

Please respond to the following statements by inditing the extent to which you

agree or disagree with the activities.

Statement

Strongly Disagree (1)

Disagree (2)

Not Sure (3)

Agree (4)

Strongly Agree (5)

Approved budget is communicated to all stakedrsld

Funding of programmes is based on institutiapgroved budget.

The budget performance is always communicated.

Deviations from the approved budget are reported

Reasons for deviations from the approved buagegiven.

o 0 AW

Sometimes deviations from the approved budgeirdigenced by political
pressures.

Remedial measures are always taken to monitigefwdeviations.

We always make adjustments regarding budgetpasace.

©| o N

The level of budget monitoring and control in mgtitution is adequate.

The level of budget monitoring and control ip mstitution is inadequate.

11.

There is clear tracking of programme resultsyninstitution.

12

We use vote books to ensure adherence to trgetdiactivities.
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PART D: ANALYZING AND FEEDBACK

Please respond to the following statements by inditing the extent to which you

Statement

Strongly Disagree (1)

Disagree (2)

Not Sure (3)

Agree (4)

Strongly Agree (5)

The budget performance reports are preparedarbgin my institution.

The budget deviations are reported to budgenditiee/top management

The deviations from the budget targets are &atiy reported.

Management always takes timely corrective astiomhen adverse
variances are reported.

There is clear reporting of programme results.

Financial performance is communicated frequentiyeetings.

Deviations from the expected and the actuabfteg results are commor.

Our budgets are always balanced.

agree or disagree with the activities.
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PART E: FINANCIAL PERFORMANCE

Please respond to the following statements by inditing the extent to which you

agree or disagree with the activities.

Statement

Strongly Disagree (1)

Disagree (2)

Not Sure (3)

Agree (4)

Strongly Agree (5)

We achieve most of our budgeted plans in mytiriin.

The service provision in my institution is adatg.

All the budgeted activities are implemented lasiped and budgeted for.

We met our previous year’s budget targets.

We spend in accordance to the planned activities

We received all the funds budgeted for.

Our programmes are in line with budget objestive

XIN|o O~ wWINIE

The budget structure facilitates a clear linkbgiveen the money and the
results.

©

The institutions requirements are financed imiatety the need arises.

-
©

All the activities under taken in my institutiare budgeted and planned for.

Thank you for your time, dedication and cooperationin this study.
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