E-PAYMENT IN NIGERIAN PUBLIC SERVICE: FOCUS AND LOCUS
Dr. Sanusi Ahmad and Dr. Bayero Bukkuyum Kasim

Department of Public Administration

Faculty of Management Sciences

Usmanu Danfodiyo University Sokoto-Nigeria

ABSTRACT

The growth of Information and Communication Technology has transformed the Nigerian payments system in both private and public sector organisations. At the beginning of first quarter of 2009 Federal Government unveiled e-payment regime directing all Ministries, Departments and Agencies (MDA’s) to migrate from manual method of payment to electronically guided system for transparency, accountability and prudent management of scarce resources. This system was introduced through a platform known as Integrated Personnel Payroll System (IPPS) which served as a hub through which government financial transactions take place with ease. But still public servants expressed dismay ranging from delay in payments of salaries and inefficiencies relating to technological deficiencies. The study used secondary data from Ministries, Departments and Agencies (MDA’s) in Nigeria’s public sector. The paper recommended for robust interconnectivity and interoperability of central networking system as well as to increase bandwidth on the national backbone and international gateway systems to enhance efficiency and speed of operations.
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INTRODUCTION

The introduction of electronic payment system in Nigerian public service started during the fifth republic after successful transition from military to democratically elected civilian administration in mid 1999. Before the introduction of e-payment manual pen and paper were used to make payments in government ministries, departments and agencies.  Dankwambo (2009) asserted that Integrated Personnel & Payroll Information System (IPPIS) was introduced to serve as viable platform through which workers salaries and other entitlements can be paid in credible and transparent manner. The new strategy started with the pilot implementation of the Integrated Personnel & Payroll Information System (IPPIS) in 16 Ministries, Departments and Agencies (MDAs) saving the country over N12 billion from 2007 to 2010. Figures from the Office of Accountant General of the Federation showed that the wage bill constituted a huge chunk of recurrent spending at 58 per cent of the annual budget. He further opined that the amount represented the difference between monies disbursed to MDAs based on their nominal roll submissions before their enrolment into IPPIS and the actual salary paid through IPPIS after the exercise. 


For the purpose of ensuring strict compliance the Office of the Accountant General of the Federation directed all Federal Ministries, Departments and Agencies (MDAs) who have not updated their bank details to do so as the deadline by CBN for compliance with the Nigerian Uniform Bank Account Number (NUBAN) policy became effective July 1, 2013. They further stated that failure to comply may result in the delay of the payment of salaries henceforth. However, if any staff experiences any delay in the payment of his/her salary he/she should confirm that the banking details have been accordingly updated and forwarded to IPPIS”.(Deputy Director, Press, Office of the Accountant-General of the Federation, Mr. Nwodo, Charles).

LITERATURE REVIEW

E-payments can be describe as a service that makes use of information and communications technologies including Integrated Circuit (1C) cards, cryptography and telecommunications. Humphrey, Willesson, Bergendah, and Lindblom (2006) described e-payments as payments which are initiated, processed and received electronically. According to Dankwambo (2009) E-payment is a subset of e-governance which is the application of electronic means in the interaction between government and means of electronic interactive communication channels and other technology infrastructure. E-payment can be described as the method of effecting payments from one end to another through the medium of the computer without manual intervention beyond inputting the payment data. Two options are identified, end-to-end processing which means approvals to the receipt of value by the beneficiary which is done electronically, manually or the use of mandate. It is the mixture of manual and electronic process where the available infrastructures cannot support the End-to-End processing (Dankwambo, 2009). 


Hassan, Mamman & Farouk (2013) provide the process of e-payment and conceptualised that “E-payment means the MDA issuing the instruction from the organizations follows an electronic process within the organisation. The payment moves electronically from desk to desk for approvals before it gets to the bank. What this means is that all approvals are given electronically and their internal workflow is electronically driven. Their instructions are sent to their banks electronically to any of their funding banks and payment instructions are effected to all the banks to which the accounts of their beneficiaries are domiciled from the comfort of the office. The next stage of an e-payment is that all associated schedules are immediately made available to 3rd parties receiving the payments. So, the originating MDA has electronic workflow within their own operations, communicating with their banks electronically and delivering schedules to beneficiaries where appropriate. A typical MDA will be able to view their balances across all their funding banks all on one screen; they are also able to report from their office on all their historical transactions.

E-payments have been classified into various methods by various researchers. Kalakota and Whinston (1996) classified e-payments broadly into four main categories which are: online credit card payment, electronic cash, electronic checks and small payments. This classification is based on the payment, method and transaction environment. Small payments are categorized based on the size of the transaction while the others are grouped based on the transaction type. Abubakar (2014) on the other hand, classified e-payment methods into three broad categories based on the method of transaction; traditional money transaction, credit-debit payments and digital currency. 

The benefits of e-payments cannot be over emphasized. One of the major benefits of e-payments is reduction of transaction costs as it has been proved that use of cash is more costly than use of e-payments. This benefit has implications for individuals as they are the ones that bear these costs indirectly. The use of e-payments also reduces the risks involved with cash like theft, robbery and counterfeiting. Other benefits of e-payments include convenience, 24-hr access, universality, and flexibility. 

According to Dankwambo (2009) the benefits of e-payment also include, easy Tracking of payments to beneficiaries accounts hence assist Audit Trail and reducing cases of corruption. It assist corruption fighting agencies like the EFCC and ICPC in cases of investigation, It marks the beginning of a cashless society resulting in overall increase in the efficiency of operation, reduced transaction costs, enable transactions of very low value, increased convenience of payments, payment can be made swiftly and remotely using various devices, accountants will appreciate IT more and this will  improve the quality of financial reports generated by MDAs, improve accountability, real time reporting, eliminates writing of cheque and at the same time check the risk associated with cheque being stolen, forging of signature and disparity between amount in words and figure totally eliminated. (Dankwambo, 2009).  

Maiyaki & Mokhtar (2012) noted that following the financial liberalization and deregulation, a wide range of technology driven payment instruments have evolved. They gave a rundown of steps taken by the CBN to ensure the smooth running of the payments system to include, the establishment of clearing houses across the country, sponsoring of legislations aimed at ensuring stability in the banking system and the introduction of the wide-area network to reduce the cycle-time for intra bank settlement. The critical areas in the payments system development in Nigerian public service and other business outlays include  pertinent issues on E-money (security, legal and regulatory frameworks), with a view to coming up with useful recommendation that will help in the formulation of informed policies. The platform in which e-payment services are delivered in Nigerian public service includes Integrated Personnel Payroll System (IPPS and the Government Integrated Financial Management Information System (GIFMIS). These are briefly explained below:-
THE INTEGRATED PERSONNEL AND PAYROLL INFORMATION SYSTEM (IPPIS)

The Integrated Personnel Payroll System (IPPS) provides a centralized database to aid Governments manpower planning and decision making, facilitates automation & storage of personnel records to support monitoring of staff emolument payments against budget, prevents wastage and leakages by ensuring staff remuneration is based on factually correct information. The record from Federal Ministry of Finance showed that about 257,516 employees were on IPPIS as at March 2014 Payroll, it further revealed that about 218,330 are active employees, 123 are from non-core agencies, 17 are from teaching hospitals and medical centres, 10 from Colleges of Agriculture and Veterinary Science, 308 came from Ministries Departments Agencies on IPPIS and 29 MDAs on Trial Payroll. 


The Nigerian government public sector reform team collaborates with West African Government to implement a public service reform program starting with a number of Ministries, Departments and Agencies (MDAs). The reform focused on a minimum set of critical reforms issues across the board that would later provide a platform for subsequent reforms. A critical component was the ability to manage services of the establishment and payroll within the context of public service productivity and constraints of government revenues, priorities, and budget. 

The previous incumbent processes in place constrained availability, reliability, and timeliness of essential management information necessary to attain desired performance and productivity goals that the public service provided to the Nigerian public. Diagnostic work was undertaken, and the key recommendation identified by the federal government was the quick deployment of and integrated personnel and payroll information system (IPPIS). The Bureau of Public Service Reform (BPSR) was mandated to coordinate the reform process within the government, and also had oversight responsibility for the project. The purpose of the IPPIS project was to procure, implement and integrate solution that would improve the effectiveness and efficiency in transactional services, enhance the confidence in payroll costs and budgeting and at the same time greatly improve management reporting and information (http://www.mrl.uk.com/ippis.html).
THE GOVERNMENT INTEGRATED FINANCIAL MANAGEMENT INFORMATION SYSTEM (GIFMIS)

GIFMIS is a sub component of the Economic Reforms and Governance Project (ERGP) which will support the public resource management and targeted anti-corruption. The Government Integrated Financial Management Information System (GIFMIS) is an IT based system for budget management and accounting that is being implemented by the Federal Government of Nigeria to improve Public Expenditure Management processes, enhance greater accountability and transparency across Ministries and Agencies. GIFMIS is designed to make use of modern information and communication technologies to help the Government of Nigeria to plan and use its financial resources more efficiently and effectively. GIFMIS  covers the entire financial management cycle including budget preparation and execution, treasury management and reporting, general ledger and financial reporting, procurement, including Commitments, purchase orders, Maintenance of a central supplier register and Support for e-procurement, receipting, accounts receivable and revenue management, payments and accounts payable, inventory and stock control, fixed asset management and project accounting system. 


The Federal Government of Nigeria has received financing from the World Bank towards the cost of the Economic Reform and Governance Project (ERGP) and intends to apply part of the proceeds for consultancy services. The overall objective of GIFMIS is to implement a computerised financial management information system for the Federal Government of Nigeria (FGN), which is efficient, effective, and user friendly and which increases the ability of FGN to undertake central control and monitoring of expenditure and receipts in the MDAs, increases the ability to access information on financial and operational performance, increases internal controls to prevent and detect potential and actual fraud, increases the ability to access information on Government’s cash position and economic performance, improves medium term planning through a Medium Term Expenditure Framework (MTEF), provides the ability to understand the costs of groups of activities and tasks and increases the ability to demonstrate accountability and transparency to the public and cooperating partners.

Table 1: Public Sector Financial Transactions through E-Payment (2009-2011)

	Volumes in Thousands
	        2009
	     2010
	    2011

	Cards
	     114,592
	     195,525
	    355,252

	ATM
	     109,161 
	     60,133
	    347,569

	Interbank Transfer
	     69.3 
	     86.7
	    492.9

	PoS
	     918.2 
	     1,072.4
	    2,100.6

	Internet Payments
	     2,703 
	     1,601
	    1,932.4

	Mobile Payments
	     1,809 
	     1,156
	    3,649.3


      Source: Central Bank of Nigeria (2012)
Central Bank of Nigeria (2012) revealed that the number of card transactions increased from 114,592,000 in 2009 to 355, 252,000 in 2011; the number of ATM transactions also increased from 109,161,000 to over 347,569,000 in the same period. Inter-bank transfers also increased from 69,300 to 492,900 while similar increases were recorded with regard to number of point-of-sale (PoS) and mobile payments. Agbaje and Ayanbadejo (2012) asserted that the volume and value of electronic card transactions increased significantly from 195,525,568 and N1, 072.9 billion in 2010 to 355,252,201 and N 1, 6714.4 billion in 2011, an increase of 81.5% and 55.8% respectively. ATMs account for 97.8%, followed by web-payments (1%), POS and mobile payments (0.6%) in terms of volume. In value terms, ATM’s accounted for 93.4%, web (3.5%), POS (1.9%) and mobile (1.2%). The CBN’s policy of promoting electronic cards and channels is driven by the objectives of reducing banking industry costs by 30 percent. It estimated the total direct cost of cash management in the Nigerian banking industry as N114.5billion ($715.6million) as at 2009, with cash in transit costs (24%), cash processing cost (67%) and vault management costs (9%). The CBN projects the direct cost of cash to reach N192bn by 2012. The CBN projects numerous benefits including enhanced tax revenue, increased economic growth, increased financial inclusion, reduced robberies and cash-based fraud, reduced operating costs for banks, increased payments system efficiency and increased banking penetration.
CHALLENGE OF E-PAYMENT IN NIGERIAN PUBLIC SERVICE

Amedu (2005) opined that different Ministries, Departments and Agencies in Nigerians found it really difficult to migrate from cash transactions to e-Payments for various reasons bordering on resistance to change and doubting the ability of e-Payment systems in general and also the use of cash and cheques as a status symbol. The Central Bank of Nigeria (CBN) highlight the major challenges of e-payment in Nigeria to include integrated payroll, slowness in transactions, network failure, perceived risk, frequent breakdown of machines, power failure and lack of awareness among the citizens. 
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Figure 1: Challenge of E-Payment in Nigerian Public Service                                      
Source: Central Bank of Nigeria (2013)
From Figure 1 it was confirmed that the integrated payroll system adopted by Federal Ministry of Finance created havoc for successful e-payment implementation in Nigerian public sector as most MDA’s relied heavily on central payment system where promotions were delayed, deductions became a mirage and payment reversal takes time to be implemented. The network on the other hand is too slow and unbearable to meet the yearnings and aspirations of the citizenry. Poor quality of telecommunication service compelled banks and other electronic channels to deploy multiple telecommunication outlets and service providers to ensure availability of service. Public servants and other users found it difficult to make financial transaction because of the risk involved both locally and internationally. Poor power and communication infrastructure in the country's payments system is constrained by the weak electricity and communication infrastructure. The cost of using electronic payments services is prohibitive to potential users as a result of cost of provision of infrastructure to ensure availability and business continuity. It was asserted that inadequate public enlightenment and mobilisation of public servants posed a challenge to successful e-payment in Nigeria.
THE WAY FORWARD

The government at all levels (federal, state and local) as well as private sector institutions should continue the trend of making all salary and expenses payments through secure, automated platforms, provision of critical infrastructure, telecommunications and internet accessibility that will increase accountability and transparency in governance. Industry stakeholders will have to join hands with other stakeholders in improving this infrastructure, the banks, switching companies, card companies etc. must work towards improving equipment quality and standardization, as well as maintenance, the stakeholders must improve service quality and customer responsiveness in cases of delay in payments, frauds, and other customer complaints in relation to e-payments. There is the need for legislation and proactive regulation in Nigerian e-payment system especially in the public sector because Nigeria is too slow and far behind in terms of legislation to back up the gains that have been made in the ICT sector in the last few years. The National Assembly must wake up to this responsibility and pass far reaching laws. In fact there is a need for national emergency for these laws to be passed because these e-payment systems in Nigerian public sector have the potential consequence in reducing the cost of governance especially during economic recessions coupled the dwindling price of crude oil at international market.

There is also significant need for public education and awareness on the benefits of e-payments and all stakeholders must strengthen system security and integrity to prevent or reduce frauds and errors so as to improve public confidence in e-payments.

CONCLUSION

Transition from paper payment to paperless in Nigerian public service became a herculean task to both government and policy implementers due to the fact that people do resist innovations more especially when their interest is not protected. As integrated payroll system cannot be divorced from banking system, the payments system has been retarded by the poor internet connectivity in public domain hence cash remained the predominant payments instrument. Efforts towards enhancing confidence in the payment system and establishment of new payment framework to eliminate systemic crises arising from clearing and settlement failure is yet to be streamlined in consonance with global best practices.
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