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ABSTRACT
Increasing concerns about lack of accountability at all levels of government in developing
countries raise real questions as to whether the execution of government projects and activities
produce beneficial outcomes to the citizenry. This study is motivated by the need to assess the
extent to which compliance level to VFAfA procedures and standards affect the achievement of
people-oriented benefits from government expenditure on projects and programmes. Private and
public sector costs of 89 community-based projects in 17 local government areas of Abia State, and
survey data obtained from 267 respondents to researcher designed and validated instrument were
collected. Descriptive, regression and t-test statistical techniques were employed in analyzing the
data and the results obtained indicate that VFA1A is operating at a very IDl1l level in Nigeria. A
significant causal link between the poor outcomes achieved and the existing low level of
compliance to VFMA procedures and standards is evidenced with about 72.4% of the changes in
the former explained by low compliance level to VFMA. The paper also indicates the existence of
significant difference between the project costs of private and public sector resource managers,
with fraud and corruption, fraudulent record keeping, insufficient funding, political and executive
influences on audit process/reports, and paucity of qualified and experienced stC'JJas key factors
that inhibit effective use of VFAfA in achieving desired outcomes. The researcher therefore
recommends a shift in orientation of public sector personnel and adjustments in our operating
environment and greater implementation of VFMA principles and procedures as a tool for
enhancing optimal accountability In the Nigerian public sector.
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INTRODUCTION
Auditing is a recently established profession born out of the complexity of modern business world;
The Industrial Revolution of the 19th century brought with it tremendous expansions in trade and
system of business ownership, and eventual separation of ownership from management. The
resulting opportunities for fraudulent manipulation by unscrupulous resource managers made
owners of such resources to suffer considerable losses, and questioned the accuracy of information
contents of financial statements prepared by the managers. These developments created the need
for an independent person (the auditor) to investigate the financial statements prepared by the
managers and attest to the accuracy and reliability of the information contained therein. Similar
circumstances of fraudulent manipulation of resources by resource managers in government and
public sector establishments have become prevalent and further underscore the need for public
sector audit.
Generally, the traditional objective of an audit is to independently examine the financial statements
of an entity, followed by the expression of opinion as to the truth and fairness of the financial
statements against the criteria of generally accepted accounting principles and standards. In a public
sector setting, however, the general absence of the profit motive and the presence of the provision
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of social and economic services have combined to extend the audit objective to include an
ascertainment of whether the establishments, programmes and projects being audited are achieving
the purposes for which they are authorized, and whether they are doing so economically, efficiently
and effectively. Thus, three types of audit in the public sector can be identified - Regulatory Audit,
Financial Audit, and Value-for-Money Audit (VFMA).
Regulatory or Compliance Audit is conducted with a view to ensuring that expenditure has been
incurred on approved services and in accordance with the enabling statutory provisions and
regulations governing the particular expenditure. In this type of audit, the public sector auditor
requires a number of documents including the latest edition of the Nigerian Constitutions, Civil
Service Rules, Treasury Circulars, Establishment Circulars, Official Gazettes of Government,
Financial Instructions, Budgets, and Financial Acts.
Financial Audit, on the other hand, is conducted to ensure that the financial statements and accounts
have bl;en prepared to show a true and fair view of the state of affairs of the establishment audited
and for the period covered by the audit. Here, the effort is to ascertain the operating efficiency of
control systems, the authorization of and proper accounting for, financial transactions, and such
other determinations necessary for expressing opinion on the truth and fairness of the Treasury
Accounts of the Federation/State.
The third type of public sector audit, Value-for-Money Audit (VFMA) se eks for the maximization
of the use of scarce resources for the welfare of the public by ensuring that activities and
programmes are carried out at the lowest possible cost and to the highest possible standard. This
phenomenon covers three inter related elements - Economy, Efficiency, and Effectiveness (lCAN,
2006:238).

Statement of Problem
Government managed programmes and projects are expected to provide certain outcomes employment creation, healthier public, better standard of living, poverty alleviation, crime
prevention, security of life and properly, and the likes. The extent to which government activities
and programmes are genu indy propelled towards the realization of these outcomes remains an
unresolved challenge to government, and a puzzle to the governed.
There is increasing concern about lack of accountability at all levels of government and private
industry which has frustrated citizens, leading them to reject needed tax increases. It also has posed
problems in the private sector, as stock holders do not trust management and have turned away
from the capital markets. These problems are more complex and prevalent in developing countries
where the execution of government projects and activities are largely driven by political and selfish
considerations. In Nigeria, the questions that readily come to mind bother on whether or not these
outcomes are being achieved, and the extent to which government programmes and projects have
made a difference in meeting each of the objectives. Does any significant difference exist in the
cost of executing projects and programmes by public sector managers and private sector managers?
To what extent do public sector auditors in Nigeria complying with VFlv!A procedures and
standards? Could their level of compliance have any significant effect on the outcome achieved?
What factors inhibit effective use ofVFMA in achieving targeted outcomes of public benefits?
What policy changes could ameliorate the adverse effects of these factors? The answers to these
questions present serious challenges for investigation and that is what this work is intended to
address.

Objectives of the study
This work is guided by the following objectives:
a) To provide a conceptual framework and overview of public sector auditing practices and
techniques in the light of ongoing public sector reforms in Nigeria.
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b) To determine the extent to which Value for Money Audit practice is effectively operating in
Nigeria in producing independent, objective and supportable information that members of
the legislature can 'rely on to examine the performance of government and hold it to
account.
c) To determine

the extent to which government

programmes

and projects are achieving

desired/targeted outcomes of public benefits/interests.
d) To determine the effects of the compliance level of public sector Auditors to VFMA
procedures on outcomes achieved.
e) To evaluate the differential cost effectiveness of executing projects and programmes by
public and private sector resource managers in Nigeria.
f) To assess the extent to which identified problems of VFMA are affecting the achievement
of the desired outcomes in Nigeria.
g) To make recommendations

in the light offindings

on the above.

LITERATURE REVIEW
Value-...
For-Money Auditing: Brief Ilisto rica/ Antecedents.
Value for Money Auditing has been identified as a recent expansion in the scope of public Sector
auditing (Okpara, 2002; and Kandasamy, 2003). Prior to its advent, government auditors were
traditionally concerned with regularity of expenditure and compliance with laws, rules and
regulations; and with reporting on any deficiencies in revenue collections and wastages of public
funds to the legislature.
The function of government auditors began changing in the 1970s
following demands for information on the efficacy and effectiveness of public expenditure by
elected representatives of the people in USA, Canada and several European countries. The demand
was occasioned by wide spread dissatisfaction with traditional role of audit which merely focused
on regularity and compliance aspects without determining whether expenditure of public funds
yielded commensurate value (Kandasamy, 2003). The advocacy for the new audit practice was
intended to extract greater accountability from public office holders in the management of public
funds.
Expectedly, state auditors responded to this challenge by starting Value-for-Money
Auditing, The focus of this audit is to provide an objective and constructive assessment of the
extent to which resources (financial, human and physical) are managed with due regard to
economy, efficiency, and effectiveness; and the extent to which accountability relationships are
served.
(
In Nigeria, the concept emerged out of the numerous Federal Government reform agenda for the
public sector targeted at restructuring and repositioning the nation's economy to meet the emerging
challenges of the new millennium. The Ayida Panel, through its White Paper, accepted VFMA as
an essential public sector reform strategy for abstracting accountability and good governance from
public office holders. Accordingly, the Auditor-General for the Federation and the State AuditorGenerals in Nigeria issued the new Public Sector Auditing Standard, and further organized a
national workshop to sensitize the Federal, State and Local Government Auditors and prepare them
to meet the challenges of the new auditing practice.
The rationale for this new audit focus in Nigeria is not far fetched. The monumental waste and
profligacy of national resources since the oil boom by government officials and the
continuing/increasing decay in public infrastructure call for the adoption of a control measure that
will impose greater responsibilities on those public resource managers and to ensure that public
expenditures achieve adequate value and outcomes for the citizenry. The principal nature of
accountability for public funds, according to Okpara (2002), imposes responsihilities on those
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authorities and requires independent assurance that money raised largely by compulsory levy is not
wasted and mishandled. A basic premise is stated by the United States General Accounting Office
(GAO:1981) and quoted in Okpara (2002:24) in the following words:

Public office carries with it the responsibility to apply resources efficiently,
economically and effectively to achieve the purposesfor which the resources
were furnished.
This responsibility applies to all resources, whether
entrusted to public officials by their OH'nconstituency or by other levels of
government.
VFMA becomes an independent and inevitable assurance mechanism to the contributors to
government coffer; an avenue of assuring them that the money abstracted from their pockets have
been administered with propriety and efficiency, and without waste and extravagance; more so with
the increasing size of public expenditure apparently unmatched with the value of basic public
goods/services.
Okpara (2002) identifies several reasons for the current interest ir. value for money auditing in the
Nigerian Public Sector after many years of monumental waste in the management of national
resources. These reasons include:
1. High size of public expenditure which accounts for 0'. er 70% of the total expenditure.
2. Absence of a profit motive in public sector establishments which creates a flourishing
environment for poor managerial controls, needless bureaucracy, waste and profligacy.
3. The new Public Sector Reform philosophy which is anchored on prudence, public
accountability and transparency in the management and uti'ization of public resources.
4. Absence of competitive forces in public Sector organizations which tend to sustain
government body through the power to levy and raise sufiicient funds to cover expenditure.
5. Operations in the Public Sector are intertwined and interwoven with the political process,
hence the decision of Public Sector managers are often influenced by factors other than the
best interest of those who provide public funds.
6. Upsurge in the number and monetary value of public sector activities which has occasioned
added need to extract accountability reports from custodians of public funds in order to
assess their performance in the management of public resources.
7. Increasing level of education and number of enlightened minds than previously existed.
More than ever before, public officers are accordingly expected to render account and maintain
openness in their relationship with the taxpayers, who have become more conscious and aware of
the need to derive value for the money they pay into public coffers.
Value-for-Money Audit - Concept Definition and Scope
There appears to be no consensus on an acceptable definition of VFJvlA.The OAGICESD (2000:4)
defines VFMA as a systematic, purposeful, organized and objective examination of government
activities. It provides Parliament with an assessment on the performance of these
activities; with information, observations and recommendations designed to
promote answerable, honest and productive government; and encourage
accountability and best practices. Its scope includes the examination of economy,
efficiency, cost-effectiveness and environmental effects of government activities;
procedures to measure effectiveness; accountability relationships; protection of
public assets; and compliance with authorities.
Afemikhe (2003) describes the term Value for Money as a requirement to maximize the use of
scarce resources. This concept had earlier been used by Jones (1993) to describe a situation where a
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public enterprise carries out its duties to high standard at low cost; a situation when administration
and service provisions are economic, efficient and effective, and a condition in which the provision
of high quality public goods/services successfully meet the real needs they are designed for at the
lowest possible cost. Kandasamy (2003:2) cites the Auditor-General of Pakistan as defining VFMA
as "an independent appraisal of an audit entity to determine the extent to which resources were
managed with due regard to economy, efficiency and effectiveness, and in conformity with
applicable regulations, rules and procedures."
VFMA is defined by the US General Accounting Office Auditing Standards as performance audits,
which includes economy and efficiency, and programme audits. Economy and efficiency audits
attempt to determine:
., Whether the auditee entity is acquiring, protecting and using its human and material
resources economically and efficiently:
.,

The causes of inefficiencies or uneconomical practices; and

•

Whether the auditee entity has complied with laws and regulations concerning matters of
economy and efficiency.

Programme Audits are targeted at determining:
• The extent to which desired results/benefits
are being achieved;

established by the authorizing body/legislature

•

The effectiveness of the organization, programmes, activities or functions; and,

•

Whether the auditee entity has complied
progarmme (Kandasamy, 2003).

with laws and regulations

applicable to the

Chandler (1985:3) was so concerned about value for money audit that he said:

Achievement of economy, efficiency and effectiveness depends upon the existence of
sound arrangement/or the planning. appraisal, authorization and control of its use
of resources. It is management 's responsibility fa establish these arrangements and
to ensure that they are working properly TIle auditor's responsibility is to verify
independently that these arrangement' are in place and are effective.
For VFMA to be
report on whether
• Accounts
accounted
•

of high quality, it must be carried out in compliance with set standards, and must
or 110thave been faithfully or properly maintained or public money has been. fully
for;

Essential records have been maintained

or the rules and procedures applied have been

sufficient to safeguard

and control public property, to secure an effective check

assessment,

and proper

collection

allocation

of the revenue

011

the

and to ensure that the

expenditures have been made only as authorized;
•

Money has been expended other than for the purposes for which it was appropriated by the
legislature;

•

Money has been expended without due regard to economy or efficiency;

•

Satisfactory

procedures

have been established

to measure and report the effectiveness of

programmes; and ,
•

Money has been expended

without

due regard to the environmental

expenditures.
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The scope of VFMA is indeed very wide and the above are only part of what should be considered
when scoping all VFM audits.
The observable differences in the above definitions and scope of VFMA notwithstanding, the fact
remains that the core ofVFM Auditing is the framework of Economy, Efficiency and Effectiveness.
Agreeing with this precision, Okpara (2002:24) and Okwoli (1998) note that the value for Money
Auditing concept hinges on the auditor's concern with matters of economy, efficiency and
effectiveness - the 3 Es representing the accepted components/elements of the VFM concept.

Components/Elements oJValue-for-Money

(VF1Vf)

There are three components of Value-far-Money:
i)
Economy - This may be defined as the terms under which the entity acquires human and
material resources. It generally refers to as minimizing the cost of resources used for <in
activity having regard to the appropriate quality. In determining whether acquisition of
resources met the criterion of Economy, auditors try to determine whether such resources
were acquired in the right quantity/amount, at the right place, and the right time, of the right
quality/kind and at the right cost.
ii)
Efficiency - may be defined as the relationship between goods/services produced and
resources used to produce them. Its relevarce lies in the relationship between resources
used (inputs) and resources produced (output), An efficient activity/programme produces
the maximum output for any given set of resource inputs, or it has minimum inputs for any
given quantity and quality of services provided.
iii)
Effectiveness - Perhaps, the most important (and also elusive) component ofVFM relates to
the assessment of effectiveness. No single generally agreed-upon definition of effectiveness
exists in literature. In daily usage, being effective describes the capacity or the ability to
achieve results. Often, it goes beyond this capacity and extends to reaching one's goals,
being successfui, attaining intended and unintended results or outcomes, and even includes
an assessment of the continued need for the programme to determine whether the reasons
that gClverise to the programme in the first place are still valid today (Kandasamy, 2003).
Of all the different connotations to the word effectiveness, the most commonly shared
meaning appears to relate to goal accomplishment or performance in meeting objectives.
Therefore, effectiveness may be defined as an ends oriented concept that measures the
degree to which predetermined goals and objectives for a particular activity/programme are
achieved.

VF.MA Techniques.
The execution ofVFMA requires effective techniques, and some of these techniques were identified
by Johnson (1999:85-6) and lCAI'l (2006:240-1) to include:
• Performance Analysis - involving the observance of key performance indicators (financial
ratios and unit costs), statistical trends and accounting variance with comparative figures for
previous reporting periods and similar establishments (Ene, 2000; JeAN 2006). Such high
analytical disposition will enable the auditor investigate any major differences
guidance as to those areas that need special attention.
•

and give

Management and System Review - This requires ascertaining the efficiency of the operating
management procedures and systems as it relates to the ways in which objectives are set,
policies are implemented and results are monitored.

Here the VFM auditor's interest is on

how these processes are being efficiently carried out and not necessarily concerned with the
review of the objectives and policies. It covers effectiveness review to ascertain whether or
not the activities/ programmes are achieving the objectives for which they were undertaken.
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Planning and Control Processes - The auditor should determine and evaluate the various
control points in the establishment, and how performances are monitored against plans, how
operating results are reviewed and reported, and how members and officers are alerted of the
need for remedial action.
Foresight - Auditor should have the capacity to foresee the areas of potential opportunities
and impending threats and reflect these in their future planning and control activities.
Defined Targets, Responsibilities and Authorities - Measurable and dysfunctional targets
and responsibilities should be clearly defined in line with corporate objectives and
performance evaluation criteria duly communicated to the operatives, who should be
motivated to achieve and discharge such targets and responsibilities. Operatives should be
given commensurate authority for effective execution of assigned responsibilities.
Reporting on the VFM A - The draft report of VFMA should be discussed with the
service/procgramme managers and committee members before it is finalized and the final
report communicated to the top-level management. The intension is to give credibility to the
report and ensure that the resources of the organization have been utilized economically,
effectively and efficiently.

Institutional and Statutory Arrangements for Public Sector Audit
The essence of government auditing is made manifest in Section 85 of the 1999 Constitution of
Federal Republic of Nigeria, which creates the office of an Auditor-General for the Federation with
the responsibility of ensuring that there is accountability by the executive arm to the legislative arm
for the proper administration of the activities, functions, operations and programmes of the
government and its various agencies. The Audit Act of 1958 equally requires the AccountantGenera! of the Federation to furnish the Auditor-General for the Federation with the nation's
financial statements not later than seven months after the close of each financial year. The
institutional arrangement further requires the Public Accounts Committee of the Federal legislative
House to deliberate on the Auditor-General' s report and make comprehensive reports and
recommendations to the whole House.
A t the state level, a similar arrangement is put in place
with the Commissioner for Finance, Accountant-General of the State, Auditor-General for the State,
and the Public Accounts Committee of the State House of Assembly performing similar roles as
their counter parts at the Federal level. The essence is to extract accountability from the executive
to the legislative arm.
These institutional arrangements appear not to have sufficient legal backing for Value-for-Money
Audit; hence the concept is at its embryonic stage in Nigeria when compared with situations in
advanced economies of Canada, United Kingdom, Norway, France and the Netherlands. Although
Section 88(2)(b) of the 1999 Constitution of the Federal Republic of Nigeria empowers each
Legislative House (the National Assembly and the House of Representatives) to conduct
investigations, the powers enable the Houses to exercise oversight function on the Executive arm
and expose corruption, inefficiency or waste in execution or administration of laws within each
Houses' legislative competence and in the disbursement or administration of funds appropriated by
it. Similar powers of investigation are conferred on the State House of assembly by Section
128(2)(b). These constitutional provisions have been considered to be too narrow to constitute
sufficient statutory commitment to Value for Money Audit.
Highlighting this point, Afemikhe (2003) testifies that the 1999 Constitution did not expressly
empower the Auditor-General to carry out Value-for-Money Audits although the later had defined
his responsibility to include carrying out financial, regulatory and Value-for-Money Audit.
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According to him even the powers of the Public Accounts Committee and the responsibilities of the
Accounting Officers have not been defined in a way to directly or indirectly empower value for
money reviews in public sector.
He therefore identified the need for substantial review of
legislation to empower public and private auditors to carry out Value-for-Money
reviews
particularly in the public sector, including the budgetary process.
This is borne out of his
conviction that "value for money demands a discipiined budgetary process . . . which should
provide the means of judging the effect of reducing, eliminating, or increasing service levels in
quantitative and qualitative terms" (Afemikhe, 2003:47).
A new Value-for-Money
budgetary
process is expected to take account of detailed questioning of both the cost and efficiency with a
critical analysis of whether the activities, :)fogramme or services are justified and whether they
should be continued at a lower or higher level. This process no doubt, stands out as a departure
from existing practice in the Nigerian public sector ill which budgets are based on previous year's
figures with slight changes to accommodate inflat.onary, legislative, political and similar pressures.
Another legal instrument which addresses the challenges of public sector financial management in
Nigeria is the Corrupt Practices and Related Offences Act, 2000. Section 22 of this Act makes
prohibitive stipulations against various aspects (If mismanagement in public sector ranging from
inflating prices of goods/services, extra budgetary contract awards to misappropriations of funds,
which offences are considered by the Act to be criminal.
Sub-sections 3 to 5 of this Section
provides inter alie that:
Any public officer who in the course of his official duties inflates price of any good
or service above the prevailing market price or professional standards shall be
guilty of an offence under this Act end liable OJ? conviction to imprisonment for a
term of seven (7) years and or a fine ofone million naira ... Any public officer who
in the discharge of his official duties awards or signs any contract without budget
provision, approval and cash backing shall be guilty of an ojfence under this Act
and on conviction be liable to three years imprisonment and a fine of one hundred
thousand naira. , . Arty public Officer who transfers or spends any funds allocated
fur a particular project or service for another project or service shall be guilty of an
offence under this Act and on conviction be liable to one (1) year imprisonment or a
fine of five thousand naira.

Although the above statutory stance appears to be a shallow Ifaint effort at achieving economy in
public sector financial management, Afemikhe (2003:38) argues that "these clauses will have
salutary effect not only on corruption but will assist in creating the much needed budget discipline
and transparency, that are required to successfully pursue Value-for-Money."
Areas of' Waste ill the Public Sector
A. number ofareas in the public sector have become notorious for resource wastes and should attract

particular attention of VFM auditors when carrying out efficiency assessment and effectiveness
reviews. These areas include:
1. Manpower Wastes; ranging from over employment, under employment, mismatched
employment to retention of redundant staff.
2. Wastes in the Purchase and Management of Materials; ranging from over invoicing,
procurement of poor quality, obsolete and out dated and out of need materials and
equipment to issuance of incorrect inspection certificates for procurements and n011maintenance of sound inventory control procedures.
3. Wastes in Motor Vehicles and Transport; resulting from idle fleet and misuse of vehicles,
lack of vehicle maintenance and fleet insurance policy, and the likes.
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4. Wastes in landed property; ranging from owning landed property in excess of need, non
economic use of excess property, over stay in hotels and guest houses by government
officers to occupying multiple official accommodations by government officials.
5. Fund Management Wastes; resulting from poor treasury management
asset management and borrowing policies.

and lack of sound

For VFM to take its pride of place in the affairs of government, these areas of leakages must be
checkmated and eliminated as much as possible.
A number of problems impede effective application ofVFMA Techniques in the Nigerian Public
Sector. First is the difficulty in measuring corporate objectives in the public sector. A generally
accepted corporate objective of the public sector is welfare maximization. Welfare is a subjective
variable and its measurement and value vary with socio-cultural, economic, political and religious
conditions. The real challenge lies on the ability of the VFM auditor to objectively determine the
extent to which the welfare of the public have been maximized given these circumstances. A desire
to achieve complete 'value for money' may be at variance with the welfare objectives of the public
sector and this largely explains wl.y the application of VFMA in Nigeria is still at rudimentary
level.
Another problem of VFMA relates to non-use of accrual basis of accounting in the public sector.
The use of Cash Basis of accounting gives rise to incomplete view of activities/programmes and
makes it extremely difficult to determine the state of affairs in the sector. This, no doubt, creates
loopholes for manipulations and frustrates the achievement of VFM objectives in some public
sector operations/ projects.
Again, there I::; the problem of continuous gap in professional skill required of the staff in the
Auditor-General's Office. VFMA requires personnel with professional training and skills backed
up with cognate work experiences iJ1 auditing and assurance services. Due to low wage rate and
narrow opportunities for career advancement, the Nigerian public sector has remained unattractive
to such caliber of professionals.
Until government addresses the challenges posed by paucity of
professionally qualified ami experienced staff in the public sector as a result of the sector's inability
to employ and retain this category of personnel, manpower problem will continue to impede VFM
auditing in Nigeria.
Besides, inadequacies in the accounting and internal control systems of public sector organizations
tend to hinder proper conduct of VFMA in the sector. Necessary internal checks to safeguard
government property in virtually all areas of operation are lacking.
Access to, and use of,
government assets are treated with levity, resulting to monumental losses and wastes in public
1 esources. This is compounded by lack of commitment on the part of public sector managers, to the
achievement of the overall goals of public service. Traditionally, the public sector emphasis
custodianship and stewardship reporting, Present reality demands a shift in operational focus to be
outcome-oriented. To determine the effect of stewardship on the welfare of the citizens - the VFM
drive. To a large extent, public officers appear to be reluctant to break from the old jinx and
embrace a Value-for-Money driven outlook.

METHODOLOGY
This study adopts a survey research method. The area of study is Abia State. A sample of eightynine (89) projects, out of the 145 completed projects under the Abia State Agency for Community
Based Poverty Reduction Project (ABCPRP) as at December 2006 was selected for study using
stratified random sampling technique.
Six (6) groups of projects were accordingly chosen as
follows:
17 Nos. Classroom Block Projects;
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9 Nos. Health Centre Projects;
15 Nos. Water Boreholes;
19 Nos. Electricity Projects;
17 Nos, feeder Road Projects; and,
12 Nos. Skill Acquisition/Civic Centre Projects.
The 89 Projects are spread across different Communities in the state. The Actual COStS of executing
each of the projects by the communities were collected and these constituted the private sector costs
(C I). The budgeted costs of each project based on government contract pricing standards were
estimated and these constituted the Public Sector Costs (C2). (See Appendix 1)
A 5-point Likert type of questionnaire was designed and administered (after establishing its validity
and reliability) on 1 sample of 350 respondents purposively selected from public sector auditors,
and executors and managers of the selected projects. 267 of the returned questionnaire were
suitably completed and were accordingly used in our analysis.
Descriptive, Regression and T-test statistical techniques were employed in analyzing the data using
the Statistical Packages for Social Sciences (SPSS) computer software.
For the t-test and
Regression Results, the c ecision rule adopted was based on the significance/probability
levels of the
results, A mean score o-three (3) points and above was considered significant with the descriptive
mean results

PRES£NTATION !...
ND DISCUSSION OF RESULTS
a)

Public Sector Reforms and Value-for-Money Audit Practice in Nigeria.
Public Sector f;:~':;;1cialreforms in Nigeria are generally intended to enhance the wellbeing or
the citizenry through economic, efficient and effective delivery of public goods and services.
The operation of an effective VFI\1A practice will help determine whether or not the reforms
are achieving these objectives. Table I below shows the mean ranking of respondents on the
extent to which the reforms are geared towards achieving results that matter to the majority of
the citizens, and the extent to which public sector audit practices in Nigeria are complying
with global YFMA procedures and standards.
Table 1: Public Sector Reforms and Value-for-Money

Audit Practice
Mean

Standard
Variable
,
Deviation
r Pub'lic Sector R~forms and Well be-:j-n-g-o-,f,-C-,j:-ti,-z-eJ-'ls------+I-l-,-7-S6-5 .7172
1Level of Compliance to VFiv1A Procedures
1.2622
.5262
Source: Computed from Survey Data, 2008.

I

With a mean score of J .7865 quite below the acceptable

3-po;nt mean score, our result

indicates that public sector reforms in Nigeria are not adequately enhancing tile well being of
citizens. Also ranking low (with a mean score of 1,2622) is the level of compliance of
Nigerian publ ic sector aud itors to global ly acceptable VHvlA procedures and standards.
These results corroborate the findings in Okpara (2002) and Kandasarny (2003) who noted
that VFMA practice is still at its embryonic stage in Nigeria.

With such low operating level, it

is doubtful whether our public sector auditors could effectively
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supportable information that members of the legislature can rely on in exercising their oversight function and in holding the executive arm of government to account.

b)

Execution of Government Projects and Target Outcomes
Projects and activities executed by government are expected to produce certain outcomes that
are of benefit to the populace. Table 2 below catalogues such outcomes and indicates the
extent to which government projects and activities in Nigeria are achieving the desired
outcomes.
Table 2: Government Projects/Activities

I

and Desired Outcomes

Outcome

Mean

Employment Creation
Healthier Public
Better Standard of Living
Poverty Alleviation
Crime Reduction and Prevention
Increased Productivity
Improved Governance Process
Minimized Waste in Public Sector Resource Management
Source: Computed from Survey Data, 2008.

'I

Standard
Deviation

2.9551
2.n61

1.18491

2.3L58

.7167

2.1760
lAG44
3.0112
2.2360
1.9513

.7274
.5566
.8384
.8091
.7568

I
I

.7393

Except for increased productivity with a "moderate" mean score of3.0112, all the other seven
identified outcomes of government projects had means that are below the acceptable 3-point
mean score. The mean scores of 1.4644 and 1.9513 respectively for Crime Reduction and
Prevention, and Minimized Wastes in Public Sector Resource Management are particularly
worrisome.
Increasing rate 01 armed robbery, kidnapping and similar social vices create
unhealthy environment for business operations and investments, both of which have the effect
of impoverishing the citizenry.
Besides, the public sector has attracted the notoriety for
recklessness and lack of accountability in the management of public resources. Such areas of
waste as manpower, purchase and management of materials, motor vehicles and transport,
landed property, and fund management are well documented in lCAN (2006), and such wastes
are becoming regular features of many public establishments; hence, the missing link in the
drive for accountability in Nigeria is VFM.
The low mean scores on the other outcomes are evident testimonies that the public are not
getting adequate value for their money. With increasing rate of unemployment and poverty,
falling standard of living, and lack of desired improvement in governance process, it only
seems reasonable to conclude that the execution of government projects, activities and
programmes in Nigeria are yet to begin to produce the targeted outcomes of public benefit.
c)

Effect of VFMA Compliance Level

011

Outcome Achieved

We tried to establish if the low outcomes achieved have any causal link with the existing
compliance level of Nigerian public sector auditor to VFMA procedures. Here we investigate
the null hypothesis:

HoI: The Compliance Level of Nigerian Public Sector Auditors to VFMA Procedures has no
Significant Effect on the Outcomes Achieved.
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The regression results of our investigation are shown in Table 3 below.
Table 3: Effect ofVFMA Compliance Level on Outcome Achieved
Variable
Coefficient
-.415
Constant
(.106)
-3.903***
t
VFMA Compliance Level
.835

(0.032)
26.416***
.851
.724
697.786***

I

t
R
R2
F-ratio
I
Source: Computed from Survey Dat~, 2008.
Note:
1)
*'* = Significant at 1% level.
2)
Values in parenthesis are standard errors
3)
Model is given as: Y = -.415 + .835X with Y representing Outcome
Achieved, and the VFMA Compliance Level.
In line with OUi' ') priori expectation, the resulting R value of .851 indicates the existence of
a very strong ,)ositive relationship between VFMA Compliance level and Outcomes
Achieved at 1'Yo level of significance.
Again, with the value of Coefficient of
Determination, F?, the result evidences that about 72.1% of the outcomes achieved from
government projects in Nigeria have causal links with the existing level of compliance to
VFMA procedures, with only 27.6% of the variations due to other factors. The eccncmetric
value ofF-ratio of 697.786 is significant at 1% level and this attests to the appropriateness of
the model specification. The coefficient of the explanatory variable (.835) is positively
signed and its t-value (26.416) shown to be significant at 1% alpha level. Consistent with
our decision rule, we reject the null hypothesis and conclude that the compliance level of
Nigerian Public sector Auditors to VFMA procedures has significant positive effect on the
outcomes achieved. This implies that improvements in the level of compliance to YFMA
procedures by public sector auditors will enhance economy, efficiency and effectiveness in
public sector resources management (VFM) and further equip the legislature with adequate
supportable information with which to monitor and hold the executive arm to account. The
converse is equally true with a low level of compliance.
The implication of this result is obvious. The existing low level of compliance by Public
Sector Auditors in Nigeria to global VFMA standards largely explains the observable low
outcome in areas of employment, standard of living, poverty alleviation, crime
reduction/prevention, improved governance process, and minimized wastes ill various areas
of public sector resources management. VF;v]A is therefore a key factor in determining the
outcomes of government L~':::;'.:~;c"'/:~rogramnk', hence the attention of all arms of
government and other policy makers are Dr~;,jZ dn:"vn to the need to nrovide adequate
legislative and institutional framework for enhancing compliance to global best practice on
VFMA procedures in the Nigerian public sector.
d).
Economy ill Project Cost Execution by Public and Private Sector Resource Managers.
Again, we evaluate the comparative cost effectiveness of executing projects and
programmes by public and private sector resource managers in Nigeria. Our lead hypothesis
is:
Ho2: There is no significant difference in the cost of executing projects by Private and
Public Sector Resource Managers in Nigeria

x
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Private Sector cost of executing 89 projects along side their budgeted public sector cost
equivalents were extracted from the ABCPRP (2006), and shown in Appendix 1. The result
of a t-test of significant difference between their means is extracted in Table 4 below.
Table 4: T-Test of Significant Difference between Private Sector
Cost
(CI) and Public Sector Costs (C2) of Executing Projects.
Variable
N
Prob.
t-eal
Decision
Std Dev I SE
Mean
Mean
C2
Reject
0.0000
89
15.15
837
Cl
!
89
4661
63
593
16309
189
Source: Computed with data in Appendix 1.
With a t-eal of 15.15 significant at 1% probability level, We reject the Null Hypothesis and
conclude that there is significant difference in the cost of executing projects by private and
pubic sector resource managers in Nigeria. This result is consistent with findings in previous
studies (Johnson, 1999; Afernikhc, 2003; and lCAN, 2006) alluding to the existence of lack of
proper accountability, probity and transparency in public sector organizations as well as
monumenta! .vastes that characterize operations in tl-c sector. For citizens to derive value-formoney on government expenditures, high costs and wastes which have created gaps in cost of
executing projects, activities and programmes between the two Sector resource managers
should be minimized by adopting such controls and checks as are provided under VFM
Auditing.
Factors Inhibiting Effective Use of VFMA ill Achieving Targeted Outcomes.
Nine (9) factors identified in literature to hamper effective :.lse of VFMA from achieving
desired outcomes in public sector resource management were isolated and a survey evidence
of the extent to which each f,...ctor is inhibiting the achievement of targeted outcomes of public
benefit is provided in Table 5 below.

I

c).

Table 5: Factors inhibiting

effective use of VFMA in Achieving Targeted

Outcomes
---

Factor/Problem

I

I

Insufficient Funding
Paucity of Qualified & Experienced Staff
People's Cultural Attitudes
Fraud and Corruption
Fraudulent Record Keeping
Mutual Suspicion Between the Auditor and the Auditee
Political & Executive Influences on Audit Process & Reports
Bureaucratic Bottlenecks
Restricted Access to Required Information

M.ean

Standard

Deviation

fT0936

2734
2360
5880
-r .4682
2.2921
3.3071
1.2285
3.0562

.8241
.9239
1.2048
.6091
.7621
1.0282
.9672
.4869
.7903'

Source: Computed from Survey Data, 2008.
From the above results, only three factors (Bureaucratic Bottlenecks, People's Cultural Attitudes,
and Mutual Suspicion and Misunderstanding between the Auditor and the Auditee) had a mean
score below the acceptable 3-point mean; each of which is shown to have "low" inhibiting effect on
VFMA practice. The remaining six factors were shown to have above average inhibiting effects on
the use ofVFMA to achieve desired outcomes.
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Top on the list are Fraud and Corruption (with mean score of 4.5880), and Fraudulent Record
Keeping (with mean score of 4.4682) both of which had "very high" scores. Insufficient Funding
(with 4.0936 as its mean score) have "High" mean rating. The corrupt and fraudulent appetite of
the average Nigerian public sector manager is indeed a challenge to proper administration ofVFMA
in Nigeria. Reports of public office holders who deliberately convert public funds to serve purely
personal interests have become prevalent in the media and the efforts of the Economic and Financial
Crimes Commission (EFCC), the Independent Corrupt Practices Commission. (JCPC), and such
other Anti Corruption Agencies and Institutions in Nigeria have not been able to sufficiently deter
perpetrators of such crimes. It would appear that the auditor may not be completely isolated from
this vicious economic virus, which ultimately affects his independence as an auditor. This is
compounded by the challenge posed by poor/fraudulent record keeping, use of "unofficial' receipts
and "secret" accounts to veil receipts that ordinarily would have been reported/ recorded as
government income. Also, insufficient funding in the Auditor-General's Office bas the effect of
reducing the frequency and scope of audit assignments, and by extension, weakening internal
control systems in public sector establishments whose operations are not adequately
covered/audited as and when due.
Three other factors were shown to have the potency of hampering VFMA to a "Moderate" extent Political and Executive Influences on Audit Process and Reports (with mean score of 3.3071),
Paucity of Qualified and Experienced staff (with mean of 3.2734), and Restricted Access to
Required Information (with mean score of 3 .0562). Interferences and undue pressures on the Audit
process by political office holders and public sector executives constitute serious threats to the
independence of Vf'M Auditors and the quality of audit reports. Such intimidation threats deter the
assurance teary; members from performing their work objectively and impartially, and free from
influences by any consideration which might appear to be in conflict with their honest and unbiased
judgment. Some Officers of the Auditor-Generals both at the Federal and State levels are poorly
staffed with personnel lacking in professional skills and requisite work experiences. Many qualified
auditors find the remuneration packages in the public sector very unattractive, thereby abandoning
such offices for those who appear to lack the competitive competence to operate in the private
sector. This affects the quality of audit work carried out by such caliber of staff and indeed, the
audit report. Again, many public sector auditors suffer from unwarranted restrictions in information
to be accessed during audit assignments and investigations, which restrictions produce a number of
audit risks. For VFMA to play the leading role in providing members of the legislature with
reliable and supportable information needed in exercising their oversight function on the
performance of the executives, and few VFMA to induce economy, efficiency and effectiveness in
the management of public sector resources, each 0 f these challenges must be properly address.
CO:\CLUl)lN(~ R
Government projects and
1)' executed \,yhh
of producing, outcomes tlii..!t are
f:) the POPUt('l,C-c. \'F~,,'J/\..,
assurance mechanism for d-termin
the extt.~n;.ro \\:,hici-'
outcomes are
tool fell" providing the legislature with reliable information needed in exercising their oversight
function on the performance of the executive arm of government, is operating at a very low level in
Nizeria. With manifest increase in the rate of unemployment and poverty, falling standard of
living, lack of improvements in governance process and failures in crime prevention/reduction, and
mounting wastes in public sector resource management, one concludes that government executed
projects and programmes in Nigeria have not yielded the targeted outcomes/benefits. A significant
causal link between the poor outcomes achieved and the existing low level of compl iance to VFMA
procedures and standards is evidenced. The comparative cost effectiveness of executing projects
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and programmes indicates the existence of significant difference between the project costs of
private and public sector resource managers, with fraud and corruption, fraudulent record keeping,
insufficient funding, and political and executive influences on audit process/reports numbering
among the factors that inhibit effective use ofVHvlA in achieving desired outcomes.
Despite the Sector's peculiarities and the existence of a number of challenging problems which
hinder economy, efficiency and effectiveness in public sector resource management, this work
proposes that VFMA is needed to enhance accountability in the Nigerian public sector. (A greater
understanding and implementation of VFMA principles and procedures will no doubt, enhance
optimal accountability in the Nigerian public sector.) Accordingly, the following recommendations
are put forward to enhance the practice of VFl\'lA in the Nigerian public sector:
• Auditors in the sector must understand and respond to the dynamics of governance, changes and
challenges in our local and global environment, so as to remain relevant and competitive.
..

A corruption-ridden environment poses serious challenge to audit practice, and government
functionaries should begin to change their orientation and be more honest and people/service
minded. All public office holders should carry their private and official lives with high sense of
integrity and discipline, and auditors in the public sector should lead out by examples;
positioning themselves as models for other public servants. Auditors in public service should
avoid circumstances that threaten their independence and be able to express their audit opinions
faithfully, sincerely and without any bias. Public Sector Auditors who uphold high ethical
standards/virtues in the course of their private and professional lives should be rewarded while
commensurate penalties should be given to those who undercut the ethics.

•

The existing accounting system and associated controls in the sector should be strengthened to
eliminate fraudulent record keeping and enhance completeness, accuracy and validity of the data
generated from the system.
In our circumstance
where public office holders are
corrupt/fraudulent, there is need to shift audit style from the traditional auditing to forensic
auditing and investigation. To free our public sector environment from corrupt and fraudulent
practices, the public secter auditor should begin to see his roles to include serving as "watchdogs" for the citizens and collaborating with Jere, EFee, Code of Conduct Bureau, and other
anti-corruption units in Nigeria who ere indeed, complementing the tent of auditing.

•

The manpower challenges
in the public sector require special attention to redress.
Remuneration package for public/civil servants and in particular VFM Auditors, should be
significantly increased to make the sector attractive to qualified and experienced auditors who
drift into the private sector as a result of poor remuneration and poor career growth
opportunities. There is need for a re-orientation of the entire public sector staffto enable them
adjust to the ever-increasing changes and chalienges in a globalised world. This may involve
awareness campaigns, workshops

and symposia.

The public sector auditors must brace-up to

face audit practice with renewed zeal, coupled with a determination to learn new techniques and
tools, and courage to unlearn and be re-educated on those aspects of their training that has
become obsolete and irrelevant to current audit practices.
It is only by better training and
retraining, and by retooling and re-skilling, of audit staff that VFM Auditing will remain
relevant in the lour ever changing and challenging operating environment in the public sector.
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