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ABSTRACT

This study investigated the effects of financial regulations on fiscal management
in Nigeria. The motivation is the claim that nonconformity with applicable
financial regulations by public officers is the major factor in the current
precarious fiscal position of the country. With the revised 2009 financial
regulations and other extant acts, the researcher obtained data through personal
interviews with 172 career public servants and political office holders in
government ministries, departments and agencies using the ex-post facto research
design. Parametric tests comprising mean score, standard deviation and Z-test
are used to analyze data. Fromthe results, public servants, particularly political
office holders pay inadeguate attention to financial regulations in their official
duties: public fundsare appropriated with impunity, contracting and procurement
procedures are largely circumvented, internal audit functions of checks and
balances are under mined, while the use of accounting manual appearsrelatively
unpopular. Based on the findings, it is recommended that governments at all
tiers be pragmatic in the monitoring and evaluation of fiscal operations, and
cases of breaches of regulations and established procedures be thoroughly and
fairly investigated and appropriate punishment meted on culprits to serve as
deterrent to others.

Keywords: Financial regulations, fiscal management, public sector, value for
money

INTRODUCTION

Studiesonimpact of financia regulationsonfiscal operationsin both the devel oped and
devel oping countrieshave grownrapidly in recent times. Thisisbecause of theincreasing
expectationsof thecitizensfrom the government and itsagenciesto protect, develop and
useresourcesfor thetransformation and growth of the economy. Financid regulationsare
not only expected to help protect national resources, but al so promote accountability and
transparency in the use of scarce public funds, and to ensure efficient delivery of socia
services. Experiencesfrom themore-devel oped countries, such asthe United Statesand
the United Kingdom, have proven thesignificant role of financial regulationson fiscal
management, prioritization of expenditureand va uefor money (Carmichad and Kaufmann,
2001; Association of Chartered Certified Accountants, 2010). Strict adherencetofinancia
regul ations by government agencies promotestransparency and accountability aswell as
efficiency inpublic spending (Austraian Productivity Commission, 2011; Coglianese, 2011;
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Coglianese, 2012; Ackah and Asiamah, 2014). Public office holders and all persons
entrusted with public resources have aduty to ensurethat public businessand resources
aremanaged in accordance with the established rules and regul ations (Akpan, 2006).
Successvegovernmentsin Nigeriahaveintroduced variousfinancid regulationsto promote
efficient and effective management of availablefinancial resources. Such policiesand
regulationsareembodied intherevised financia regulations (2009), fiscal responsibility
act (2007), the public procurement act (2007) and thefinancial management (amendment)
act (2004), among others. Moreover, these rulesand regul ations are revised on regular
basesto accommodate current devel opments and exigencieswhich werenot abinitio
envisaged. Theessenceisto ensure that government businessiscarried out in amanner
that iscons stent with the expectations of the citizens, and to gain confidence of the people
inthefiscal governance.

However, in spite of the existence of these regulations, the public service has
continued to be characterized by grossimpunity in decision making on mattersaffecting
the nation's treasuries (Oguonu, 1997 and Maimako, 2005); official procedures and
guidelinesarecircumvented at will (Udoh, 2006). Official corruption tendsto beonthe
increase, and varies proportionately with increasein the number and size of government
agenciesand personnel vested with the responsibility of managing public funds. Okpala
(2012) observesthat huge amount of Nairaislost through onefinancial malpracticeor the
other in Nigeria, which to say theleast, drainsthe nation's meager resources through
fraudulent meanswith far reaching consequences on the growth and devel opment of the
netional economy.

Nigeriahashad along history of officia corruption and mismanagement of public
funds (Asechemie, 1995; Oguonu, 1995; Nnadi, 2006 and Daniel, 2013). Corruption
hasbecomealeviathan of the Nigerian culture; and hasretarded devel opment and affected
theimage of the country adversely. It isthe single most important cause of waste and
inefficiency in Nigerian public administration (Ekpo, 2005; Bob, 2006 and Achua, 2011).
Consequently, the country has, on several occasions, been ranked asthe most corrupt
country intheworld. For instance, in 1996, 1997 and 2000 the Transparency | nternational
Global Corruption Perception Index which measures how corrupt the public sector is,
ranked Nigeriaasthe most corrupt country intheworld; and asthe second most corrupt
nationin 1999 and for 2001, 2002 and 2003 consecutively. Theregfter, there hasnot been
much improvement on thewidely acclaimed Index. Also, thelbrahim Index of African
Governance, which seeksto assessthe quality of governancein African countries, rated
Nigeria 46.5 percent and ranked 36 on the whole for governance out of 54 African
countriesin 2016. Even at that, therating iscons dered better when compared with the
2014 and 2015 scores.

Thereisthe concern that the economic hardship ravaging the country today might
bedirectly or indirectly traceableto missed priority in government expenditures (Anochie
and Duru, 2015). Expendituresin government havebecomeincreasingly expensive, probably
because of overpricing of suppliesand contractsfor personal gains. Thisstate of affairs
rai sesthe question asto the extent to which public servants accept extant financial rules
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and regul ationsin the management of government resources. Remarkably, thisisaquestion
that has so far not been given adequate research attention. Therefore, thisstudy attempts
toinvedtigatetheeffectsof extant financia regul ationson public financiad management, and
explorewaysaf improving compliancewithfinancid regulationsinthepublic service. The
termspublic serviceand civil serviceare somewhat differentin meaning, but distinguishing
between them is not the purpose of this study. In this study, the two terms are used
interchangeably, asthough they havethe samemeaning.

Fiscal Management and Financial Regulationsin Nigeria

Fiscal management isthe planning and controlling of government financial resources. It
relatesto al the activitiesinvolved in the planning, utilizing, recording and performing
proceduresrelating to finance and other resources of government to achieveefficient and
effectivedelivery of public goodsand services. Itisconcerned with activitieswhichthe
government carriesout for the purpose of protecting, devel oping and using public resources
toimprovesocia and economic well-being of thecitizens. These activities, according to
Omolehinwa(2014), include budgeting, financia controls, accounting, financial reporting,
internal and external auditing and actionstaken on audited accounts.

A good fiscal management system, therefore, i s predicated upon extant financial
regulations, and it functionsgtrictly within theframework of rulesand procedures prescribed
by theregulations. Such asystem promotesfiscal discipline, optimal alocation of resources,
and judicious use of scarceresourcesin amanner that isconsistent with the strategic
prioritiesof government (Okunrounmu, 2000; Ekpo, 2005; Ezeabasili and Herbert, 2007;
Chrisand Amujiri 2015). It promotesaccountability and transparency intheuseof public
funds, and ensuresefficient ddivery of socid services, thereby creating mutua trust between
government and the citizens. Financial regulations are meant to serve asguidesto the
conduct of government business, providing acommon standard on which theacquisition,
utilization and accounting for public fundsare made possibleto achieve stated objectives.
In Nigeria, some of the documented regulations are the 1999 constitution (asamended),
finance (control and management) act 1958, the audit act 1956, the annual appropriation
act, treasury and financecirculars, financial regulations 2009 and the public servicerule
2008 (Federal Republic of Nigeria, 2004, 20073, 2007b and 2009).

Financia regulationsare particularly necessary for probity and transparency inthe
control and management of public expenditure. Public expendituresare spending made by
public authorities (Federal, State or Local Government) of acountry on the collective
needs and welfare of thecitizens. It isthe cost incurred by the government to maintain
itself, aswell astheentireeconomy. Theexpendituresinclude salariesand wagespaid to
civil and public servants, cost of maintaining law and order, road construction, defense,
provisonof public utilitiesand socia services.

Public expenditures, as a concept, can be classified into at least three major
categories, namely, natural, object and functional. Under the natural classification,
expenditures are treated either as productive or unproductive. Whereas productive
expenditures such ase ectricity projects, trangportation and communi cation projectshave
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thetendency of boosting the productive capacity of the country, unproductive expenditures
suchasDefense, Judiciary and Policedo not havedirect impact on the productive capacity
of thecountry. Also, natura expendituresmay beeither transfer or non-transfer in nature.
While transfer expenditures such as unemployment benefits, students bursary and
scholarshipsareincurred on third party basiswithout any corresponding transfer of real
resources, non-transfer expendituresrefer to those actual ly spent by the government on
goodsand services such as health, education and social amenities. Natural expenditures
area so classified asrecurrent and capital expenditures. Recurrent expendituresare current
consumption expenseson administration which areincurred year after year, and arefurther
sub-classified into personnel and overhead costs. Onthe other hand, capital expenditures
arenon-recurringin nature, and relates to expendituresincurred on non-current assets
such ashbuildings, highways, flyovers, plant and equipment.

Furthermore, expenditures can be classified in termsof objectivefunction. The
objectivefunctionisquiteinstructiveasit further sub-classfiesexpenditureinto personal
servicesand benefits, contractual servicesand supplies, acquisition of capital assets, and
current and fixed charges. Another useful classification of public expenditureisfromthe
perspectiveof their economic functions. Under thisperspective, expendituresareclassified
into general services, social and community services, economic servicesand transfers
services. Nwaogwugwu (2005) arguesthat the concept of public expenditure becomes
meaningless when detached from the functions of the state. For this purposethe 1999
constitution of the Federal Republic of Nigeriaprovidesfor statutory allocationto al the
threetiersof government.

Accordingly, 52.68 percent of the federation account revenueisallocated to the
federa government, 26.72 percent to the state government and 20.60 percent to thelocal
government. Although, the revenue all ocation formulahaslong been asource of debate
among thefederal statesand loca governments, with each agitating for more. Whilethe
debate subsistsin the political and macroeconomic management of the country, some
authorities (Oguonu, 2004; Akpan, 2006 and Achua, 2011) are of the opinion that poor
financial management, rather than inadequate funds is the bane of the three tiers of
governmentinNigeria Also, Uchenna(2004) arguesthat if fundsarejudicioudy managed
according to extant rulesand guidelines, thecomplaint of fall inrevenuewill beathing of
thepastinal tiresof government. Regrettably, these statutory responsibilitieshave been
grossly abused by government officiasfor privategainsover theyears (Akor, 2014); with
resources being managed at variancewith extant financial regulations (Achaka, 2009).

Many theoriesto explain fiscal management have emerged, but themaost prominent
and relevant theory to thisstudy istheditetheory. According to Onah and I bietan (2010),
therearesevera versonsof theelitetheory ranging fromthat devel oped by Vifredo Pareto
and Gaetano Moscato those of CharlesMills, Floyed Hunter and Raymond Aron. Despite
thevariaionsindlitetheory, itscentra themeisabout theattitude of theprivileged few who
for selfish intereststend to abuse positions of authority given to them to manage and
control common resourcesfor thebenefitsof all, they take advantage of such privilegesto
rub themgjority of theintended beneficiariesof such benefits.
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Elitetheory isused to explain public expenditure management and financial regulations.
Thistheory linksthefinancial management in government entitiesand theattitude of public
servants. Themain thrust of thistheory asreferenced by Onah and I bietan (2010) areas
follows: anditeowesitspower toitsinternal organization and formsaunited and cohesive
minority intheface of an unorganized and fragmented mass, major decisionswhich affect
society aretaken by theelite, and these decisionsusually reflect theinterest of thedlite
rather than thewishes of the mgority; the massof the populationislargely controlled and
manipul ated by the elite, passively accepting the propagandawhich justifieseliterule;
major changein society occurswhen oneélitereplaces another. Paretoreferstothisas
"circulation of elites’ and headded that "all elitetend to become decadent”. Thedecay in
quality and losetheir vigour; theruleby aminority isaninevitablefeature of social lifeand
that the ruling minority are superior to the mass of the popul ation who lack capacity for
self-government and require theleadership and guidance of an elite.

Thistheory drawsits applicationsfrom the less-devel oped countries (LDCs),
suchasNigeria Theadminisiratorsor governing ditesintheNigerian public servicearein
most cases pursuing their individual interestsat the expense of themasseswhomthey are
supposed to serve. They take advantage of the masses, who according to Onah and
Ibietan (2010), areeasily divided and distracted on account of daily pressurefor sustenance
and necessities of life. Thisugly development has permeated the entire public service
deeply. Noarmof government inall thetiers(theexecutive, legidatureor judiciary) isleft
out. Public servantsareon daily basisaccused of reckless spending, corruption and lack
of trangparency in the management of public funds. Thisstate of affairs stigmatizesthe
imageof the country, weakensitscredibility and reducesthe effectiveness of government's
developmenta programmes.

METHOD

Thesurvey research design wasadopted inthisstudy, using an ex post facto mode whereby
past experiencesof career public servantsand palitica office holdersintheNigerian public
servicewereexplored. The planwasto obtain first-hand information through face-to-face
interview using an interview topic guidewith selected career public servantsand political
officehholdersin government Ministries, Departmentsand Agencies(MDAS). Likert scale
wasused inthedesign of theinterview topic guide, with questionsderived fromthe 1999
Condtitution (asamended), Public Service Rules, 2009 Financia Regulations, 2007 Fiscal
Responsihility Acts, 2007 Public Procurement and relevant Treasury and Financecirculars.
Respondentswere asked to expresstheir agreement or otherwise on five point Likert
scales (5 = strongly agree; 4 = agree; 3 = undecided; 2 = disagree and 1 = strongly
disagree).

Toensurethecontent validity of theinterview topic guide, it wasreviewed by two
senior academicsin the Department of Banking and Financein the Faculty of Business
Adminigration, University of Uyo and aretired permanent secretary inthe Federd Ministry
of Finance. Theinterview guidewasal so subjected to rdiability test, with aCronbach's
Alphavaueof 0.78 obtained. Nunnally (1994) suggeststhat Cronbach'sAlphacoefficient
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greater than 0.5iscons dered acceptablefor internal consistency of theitemsinthescae.
The primary datawere obtained from across-sectiona survey of MDAsinKogi, Lagos
and Akwalbom States of Nigeriabetween February and August, 2016. The study was
conducted at the Federal and State Secretariats of the respective States, aswell astheir
Local Government Service Commissions. Table 1 showsthe summary of the Statesand
number of MDA s sampled for the study.

Table 1: Statesand number of MDAs sampled for study

SIN Sates Ministries Departments Agencies Total
1 Kogi 12 7 4 23
2 Lagos 3 A 6 a
3 Akwalbom 13 6 3 z
Total 61 67 13 41

Source: Field survey (2016)

Fifteen (15) research ass stantswere engaged to administer interviewson therespondents
primarily at their placesof work. Theresearcher made use of hisgraduating studentswho
were posted for their National Youth Servicein those Statesto contact and administer
interviewson the respondents. Using judgmental sampling technique, asampleof 110
permanent secretariesand directors, together with 62 palitica officeholderswereinterviewed
fromvariousMDAsin the selected states. Of the career civil servantsand palitical office
holders, therewere 40 and 18 femalesrespectively. Inall, atotal of 172 public servants
wereinterviewed ordly andtheir regponsesrecorded. Parametrictests, including tabulation,
mean and standard deviation aswell asZ test isused to analyze data. The population
meanistherefore, +3.
i
&/vn
Thebasisfor interpretingtheZ vauesisthat if Z vaueis:

zero, itisequal to thegroup mean,

positive, it isabovethe group mean, and

negativeisbelow the group mean.

TheZ scoreiscaculated using theformula; Z=

RESULTSAND DISCUSSION

From table 2, responsesto statements 1 and 3 with positive Z values of 2.40E.06 and
1.14E-06 respectively, areabovetheir group means. Thepositiveand statistically sgnificant
Z-vauesindicatethat financia regulationsaffect thesedimens onsof fiscd management. In
other words, public servantsawareness of financial regulationsand their application on
expenditureretirement isnot in doubt. On the other hand, responsesto satementsnumbers
2,4, 5, 6 and 7 with negative Z values, -3.36E-06, -1.26E-06, -8.77E-07, -1.03E-06
and -4.21E-06 respectively are below their group means. The negative and statistically
sgnificant Z-vauesmean that theeffectsof financia regulaionson thesefisca respongbility
dimensionsare questionable. Implicitly, theresultsdisclosethat public servantsarewell
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familiar with the provisonsof financia regulationsasaffecting expenditure authorization,
utilization, recording and retirements of public funds, but do not adhere strictly to these
provisonsintheir daily financial operations. In other words, public fundsare appropriated
withimpunity. Moreover, thisunpatriotic attitudeisal so observed in their contracting and
procurement functions, inwhich laid down proceduresfor contracts and procurements
arecircumvented. Also, accounting manua sare either nonexistentintheMDASor areat
variancewiththefinancid regulaions. Again, thisisodd, considering theroleof accounting
manua asadocument that spellsout the organi zationd structure of theaccountsdepartment
and thefinancial rulesand regulationsthat guide the accounting system of an entity. In
addition, internal audit checksand balanceswhich ought to promote accountability and
probity inthe service are observed to be grosdy undermined.

Theresultsarein conformity with thefindings of Oguonu (1997) and Maimako
(2005) who maintai ned that the Nigerian public serviceischaracterized by grossimpunity
in decision making on mattersaffecting the nation'streasuries. Udo (2006) opinesthat
officia proceduresand guiddinesintheservicearecircumvented at will by public servants.
Theresultsof the study lend credenceto the claim by Nnadi (2006) and Daniel (2013)
that Nigeriahashad along history of officia corruption and poor management of public
fundsby government officials. Thefindingsfurther support theelitetheory whereby few
privileged individual stend to abuse positions of authority givento them to manage and
control common resourcesfor the benefit of all, but they take advantage of such privileges
and rubthemgjority of theintended benefitsfor their selfishinterests.

Fromtable3, factors, 1 and 7 with Z values, -8.77E-07 and -3.35E-06 respectively
arebdow their group means, indi cating that thesefactorsdo not significantly influencethe
application of financial regulations. Factors, 2, 3, 4, 5 and 6 with Z values, 7.68E-06,
1.38E-06, 4.68E-06, 4.37E-06 and 8.35E-06 respectively are abovetheir group means.
Theimplicationisthat factors 2, 3, 4, 5 and 6 have significant influence on the application
of financid regulations.

Fromtheforegoing results, public servantsdo not claimignorant of theapplicable
financia regulationsand extant circulars, neither do they haveany reservationsagainst the
involvement of career public servantsin fiscal management. Rather, they see poor and
corrupt attitude of political office holdersasthe major impediment to the application of
financia regulaionsonfisca management. Other factorsreveded by theresultsasinfluencing
theapplication of financid regulationsby MDAsarethenon-availability of copiesof financia
regulations, lack of palitica will toimposesanctionson offendersaswel | asweak monitoring
and evaluation system. Thesefindingsare consistent with theinitial fears expressed by
Anochieand Duru (2015) that the economi ¢ hardship ravaging the country today might be
directly or indirectly traceableto weak regulation and missed priority in government
expenditures. Thefindingsalso corroborateswith prior studies, such asthose of Bob
(2006) and Achua (2011) who observe that corruption has become aleviathan of the
Nigerian culture; and it isthe single most important cause of waste and inefficiency in
publicadminigtration.
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Tablel: Effectsof Financia Regulations (FRs) onfiscal management

Nature of effects SA A Un D SD Mean Sd D Z Value
We are familiar with the provisions of FRs on

recording, authorization, utilization and accounting

for public funds. 115 50 5 1 1 4.6105 0.6348 2.40E-06

We strictly adhere to FRs in our daily financial
operations. 20 25 18 32 77 2.2965 1.4507 -3.36E-06

We adhere to FRs in our expenditure retirements. 53 58 22 19 20 3.6105 1.3353 1.14E-06

We adhere to FRs in our contracting and
procurement functions. 22 20 18 34 78 2.2674 1.4544 -1.26E-06

FRs form the basis of our accounting manual. 18 22 20 39 73 2.2616 1.3918 -8.77E-07
FRs facilitate internal audit checks and balances. 24 24 19 33 72 2.3895 1.4846 -1.03E-06

FRs promote accountability and
transparency in our spending. 21 23 19 34 75 2.3081 1.4483 -4.21E-06
SA - Strongly agree, A - Agree, Un - Undecided, SD - Strongly disagree, SdD - Standard deviation
Source: Field survey (2016).

Table2: Factorsthat influenceMDAS application of FRs

List of factors SA A Un D SD Mean StdD ZValue
Ignorance of the provisions of FRs and

extant circulars. 18 22 20 39 73 2.2616 1.3918 -8.77E-07
Lack of accounting manuals to incorporate

FRs for ease of reference. 110 56 3 1 2 4.5756 0.6755 7.68E-06
Non-availability of copies of FRs and

extant circulars. 117 49 2 3 1 4.6163 0.6608 1.38E-06
Lack of political will to impose sanctions

on offenders. 100 60 7 2 3 4.4651 0.7828 4.68E-06
Weak monitoring and evaluation system. 112 54 4 1 1 4.5988 0.6274 4.37E-06

Poor and corrupt attitude of political office
holders to financial management. 130 35 5 1 1 4.6977 0.6131 8.95E-06

Poor attitude of career public servants to
financial management. 60 55 17 20 20 3.6686 1.3639 -3.35E-06

SA- Srongly agree, A - Agree, Un - Undecided, SD - Strongly disagree, d D - Standard deviation
Source: Field survey (2016).

CONCLUSIONAND RECOMMENDATIONS

Thestudy hasestablished aconsensusopinion that public servants pay inadequate attention
tofinancid regulaionsintheconduct of government business. Itisevident fromtheempirica
findingsof thestudy thet virtualy al relevant provisionsof financid regul ationsthat srengthen
indtitutions, improverisk management, and eradi catefraud and corruption have been abused,
with public servantshandling public fundsasif financia rulesand regulationsno longer
exist to guide them. Financia transactions, including contracting and procurementsare
carried out without any recourseto thefinancial regulations. Overal, theresultssuggest
poor and corrupt atitudeof palitica officeholderstofiscal management, and wesk monitoring
and evaluation of fiscal operationsas contributory factorsin the economic difficultiesthe
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country isfacing today. Based onthe empirical results, the study recommendsthedesign
and implementation of comprehensive measures that would compel public servants,
particularly political office holdersto take mattersrelating to transparency, accountability
and probity infiscal governance serioudy. Officidsat dl tiersof government must change
their attitude in the management of public fundsby shunning unethical practices. Public
servantsshould not only acquaint themsdaveswith the provisionsof thefinancid regulations
and other enabling acts but should show patriotism by supporting their implementation.
Governmentsat all tiers should be pragmatic in the monitoring and eval uation of fiscal
operations, and cases of breachesof regulations and established procedures be thoroughly
andfairly investigated and appropriate punishment meted on cul pritsto serve asdeterrent
to others.
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