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Abstract
This study investigated the impact of Ethiopia’s Integrated Budget and Expenditure Accounting System (IBEX) on the financial management of donor‑funded government projects. Grounded in Agency Theory, Stewardship Theory, Diffusion of Innovations (DOI), and the TOE framework, the research conceptualized IBEX as a multidimensional construct comprising transparency, efficiency, compliance, integration, usability, and credibility. A quantitative cross‑sectional survey was conducted with 236 project managers, finance officers, accountants, and budget officers working on donor‑funded projects across Ethiopian regions. Multiple regression analysis revealed that the six IBEX attributes collectively explained 62.3% of the variance in financial management outcomes (R² = 0.623, p < .001). System efficiency had the strongest effect (β = 0.271, p < .001), followed by credibility (β = 0.215, p < .001), transparency (β = 0.198, p = .001), compliance (β = 0.176, p = .002), integration (β = 0.148, p = .008), and usability (β = 0.123, p = .038). Despite notable gains in transparency, compliance, and credibility, challenges persist in system integration and usability, particularly regarding parallel reporting for donors and technical support. The study concludes that IBEX has significantly transformed public financial management in Ethiopia but requires targeted improvements to fully realize its potential for donor‑funded projects.
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Introduction
Public Financial Management (PFM) is a cornerstone of effective governance, especially in developing countries where resource scarcity and external debt demand transparent and accountable use of public funds (Mlawasi, 2025). In Sub‑Saharan Africa, robust PFM systems are critical for achieving national development goals and maintaining donor confidence. The Busan Partnership for Effective Development Cooperation (OECD, 2011) emphasized country ownership, mutual accountability, and the use of national financial systems as the default channel for development aid.
Ethiopia, a major recipient of development assistance, historically operated two parallel financial frameworks: the national PFM system and separate systems for donor‑funded projects (AfDB, 2022). Although this separation allowed rapid aid disbursement, it created inefficiencies, poor monitoring, and delayed financial reporting (Lemma, 2018). To address these challenges, the Ethiopian Ministry of Finance launched the Public Financial Management Reform Strategy (2023–2028) and implemented the Integrated Budget and Expenditure Accounting System (IBEX) (MoF, 2023). IBEX is an automated, real‑time platform designed to integrate budgeting, accounting, and reporting for all public finances, including donor‑funded projects such as the Productive Safety Net Program Phase Five (PSNP‑5) and the Urban Productive Safety Net and Jobs Project (UPSNJP) (EEAS, 2025).
Despite IBEX’s promise, empirical evidence on its operational impact on donor‑funded projects remains scarce and anecdotal. Existing literature on PFM reforms in Ethiopia focuses on macro‑level fiscal parameters or compliance with aid effectiveness principles, largely neglecting the perceptions of frontline users. Moreover, experiences from Ghana (GIFMIS), Kenya (IFMIS), and Zambia show that system adoption alone does not guarantee success; issues such as user resistance, inadequate ICT infrastructure, and insufficient training often undermine intended benefits (Kinyua, 2003; Mohammed, 2017; Sikabanga & Haabazoka, 2025).
This study therefore fills a critical research gap by empirically examining how six specific IBEX attributes—transparency, efficiency, compliance, integration, usability, and credibility—affect financial management outcomes in donor‑funded government projects in Ethiopia. The findings provide actionable insights for policymakers, development partners, and project managers seeking to optimize IBEX for enhanced fiscal accountability and aid effectiveness.

Literature Review
Theoretical Framework
This study integrates four complementary theories to explain the relationship between IBEX attributes and financial management outcomes.
Agency Theory (Jensen & Meckling, 1976) posits that information asymmetry between principals (donors) and agents (implementing agencies) can lead to moral hazard and conflicting interests. IBEX, as a real‑time financial monitoring system, reduces this asymmetry by providing transparent, standardized data on budget execution and expenditures. This aligns with the aid effectiveness principle of mutual accountability (OECD, 2011).
Stewardship Theory (Davis, Schoorman, & Donaldson, 1997) assumes that public sector employees are intrinsically motivated to serve organizational goals. From this perspective, IBEX should empower stewards to perform their duties more effectively, not merely coerce compliance. System attributes such as usability and credibility become critical for fostering voluntary adoption and effective use (Mlawasi, 2025).
Diffusion of Innovations (DOI) Theory (Rogers, 2003) explains technology adoption through five key attributes: relative advantage, compatibility, complexity, trialability, and observability. This study operationalizes IBEX attributes as: transparency and efficiency (relative advantage); integration (compatibility); usability (the inverse of complexity); and credibility (observability of results). DOI theory justifies the multidimensional measurement approach.
Technological‑Organizational‑Environmental (TOE) Framework (Tornatzky & Fleischer, 1990) adds contextual factors. It suggests that successful IBEX implementation depends not only on technological features but also on organizational capacities (e.g., staff competence, top management support) and environmental factors (e.g., donor requirements, regulatory policies). This framework guided the inclusion of control variables and the interpretation of unexplained variance.
Conceptualization of Variables
· IBEX System Attributes (Independent Variables):
· Transparency: Visibility of budget allocations, expenditures, and audit trails (ACCA, 2024).
· Efficiency: Speed and accuracy of transaction processing, reduction of manual effort (Mohammed, 2017).
· Compliance: Adherence to national financial regulations and donor‑specific reporting requirements (Nhial et al., 2025).
· Integration: Incorporation of donor project financial data into the national IBEX system, eliminating parallel records (de Renzio et al., 2010).
· Usability: Ease of learning, interface intuitiveness, availability of training and technical support (Haile, 2025).
· Credibility: Stakeholder (especially donor) trust in the accuracy and reliability of IBEX‑generated reports (Chalu, 2019).
· Financial Management Outcomes (Dependent Variable):
A composite measure of four indicators: timeliness of financial reporting, stakeholder satisfaction, capacity building, and decision support. This multidimensional approach captures both the efficiency and effectiveness of project financial management (MoF, 2023; DPG‑Ethiopia, 2024).
Empirical Review and Hypotheses
Previous IFMIS studies across Africa have shown mixed but generally positive impacts. In Tanzania, IFMIS adoption improved financial information reliability but not relevance (Chalu, 2019). Ghana’s GIFMIS enhanced payment processing but faced decentralization challenges (Mohammed, 2022). Zambia’s IFMIS increased accuracy and budget compliance but suffered from system downtimes (Sikabanga & Haabazoka, 2025). In Ethiopia, Haile (2025) identified staff resistance, low technical capacity, and inadequate infrastructure as barriers to IFMIS performance.
Based on this theoretical and empirical foundation, the following hypotheses were formulated:
H1: System transparency has a significant positive effect on financial management.
H2: System efficiency has a significant positive effect on financial management.
H3: System compliance has a significant positive effect on financial management.
H4: System integration has a significant positive effect on financial management.
H5: System usability has a significant positive effect on financial management.
H6: System credibility has a significant positive effect on financial management.
Research Methodology
Research Design and Methods
A quantitative, cross‑sectional, explanatory research design was employed. This approach allowed hypothesis testing, statistical generalization, and assessment of causal relationships between IBEX attributes and financial management outcomes (Saunders et al., 2019).
Population and Sampling - The target population comprised 620 finance and accounting professionals working on donor‑funded government projects (e.g., PSNP‑5, UPSNJP) across 14 Ethiopian regions and the Ministry of Finance. Using Yamane’s formula (1967) with a 5% margin of error and adding 10% for non‑response, the required sample size was 267. A stratified random sampling technique was applied based on two criteria: (1) regional/woreda implementation level and (2) major donor funding source (World Bank, UN agencies, EU, FCDO, Irish Aid). This ensured proportional representation across strata.
Data Collection and Instrument - Primary data were collected using a structured questionnaire with three sections: (A) demographic and organizational information; (B) 30 items measuring six IBEX attributes (5 items per attribute); (C) 5 items measuring financial management outcomes. All items used a 5‑point Likert scale (1 = strongly disagree, 5 = strongly agree). The instrument was adapted from validated scales in PFM and IFMIS literature (Mohammed, 2017; Mlawasi, 2025; Gebremedhin & Mulugeta, 2025). A pilot study with 30 respondents (excluded from the main sample) ensured clarity and relevance.
Validity and Reliability - Content validity was established through review by academic supervisors and PFM specialists. Construct validity was ensured by using items from prior validated studies. Reliability was assessed using Cronbach’s alpha: transparency (0.862), efficiency (0.845), compliance (0.838), integration (0.829), usability (0.817), credibility (0.856), and financial management outcomes (0.874). The overall reliability coefficient was 0.941, indicating excellent internal consistency (Hair et al., 2019).
Data Analysis - Data were analyzed using SPSS. Descriptive statistics (frequencies, means, standard deviations) summarized respondent characteristics and item responses. Inferential analysis included Pearson correlation, multiple regression assumption tests (multicollinearity, normality, linearity, homoscedasticity), and multiple linear regression. The regression model was specified as:
FMO = β₀ + β₁TR + β₂EF + β₃CM + β₄IN + β₅US + β₆CR + ε
Where FMO = Financial Management Outcomes, TR = Transparency, EF = Efficiency, CM = Compliance, IN = Integration, US = Usability, CR = Credibility.
Ethical Considerations
Participation was voluntary, informed consent was obtained, anonymity was guaranteed, and formal approval was secured from the Ministry of Finance.
Results
Response Rate and Demographics
Of 267 distributed questionnaires, 248 were returned (92.9% response rate). After excluding 12 incomplete or inconsistent responses, 236 valid questionnaires (88.4%) were analyzed. The sample comprised 58.9% male, 41.1% female; 66.5% were aged 31–50 years; 86.8% held at least a bachelor’s degree; 82.6% had over 5 years of professional experience; 47.5% had 4–6 years of IBEX experience; and 50.0% were finance officers/accountants. The majority (65%) were from woreda‑level finance bureaus, ensuring frontline perspectives.
Descriptive Statistics of IBEX Attributes
Transparency (Grand Mean = 3.73, SD = 0.986): Respondents agreed that IBEX provides clear budget visibility (M = 3.92) and traceable processes (M = 3.81). However, direct donor access to financial information was rated lower (M = 3.45).
Efficiency (Grand Mean = 3.59, SD = 1.043): Faster report generation (M = 3.82) and transaction accuracy (M = 3.71) were strengths, but manual data entry reduction (M = 3.38) and workflow streamlining (M = 3.49) scored lower.
Compliance (Grand Mean = 3.78, SD = 0.979): This was the highest‑rated attribute. Adherence to government regulations (M = 3.96) and procurement laws (M = 3.88) were strong, but donor‑specific reporting compliance (M = 3.51) lagged.
Integration (Grand Mean = 3.31, SD = 1.126): Budget integration (M = 3.52) and data incorporation (M = 3.41) were moderate, but eliminating parallel records for donor reporting received the lowest rating among all items (M = 2.98), indicating persistent dual‑system practices.
Usability (Grand Mean = 3.20, SD = 1.142): This was the lowest‑rated attribute. Technical support availability (M = 2.95) and training adequacy (M = 3.18) were particular concerns, although simplification of complex processes (M = 3.36) was acknowledged.
Credibility (Grand Mean = 3.64, SD = 1.031): Internal trust (management: M = 3.76; auditors: M = 3.65) was high, but donor confidence in IBEX reports (M = 3.48) was relatively lower.
Financial Management Outcomes
[bookmark: _Toc229990270]The dependent variable had a grand mean of 3.68 (SD = 0.987). Decision support (performance monitoring: M = 3.83) and timeliness of information (M = 3.75) were rated highest. Donor satisfaction (M = 3.48) was again the lowest, consistent with earlier external‑stakeholder patterns.
Inferential Analysis 
[bookmark: _Toc229990271]The inferential statistics enable the researcher to not only describe but also make generalizations about the study findings from the sample of 236 participants to the entire population of donor-sponsored projects. The analysis involves correlation test, assumption checks, and multiple regression analysis in that order.
Correlation Test
To examine if there were any significant associations among the variables of the IBEX framework and the financial management-related outcome measures, the Pearson product–moment correlation coefficient was used. As explained by Field (2005), relationship strength is classified based on the following criteria: when correlation coefficients range between 0.10 and 0.29, it means that there exists a weak relationship; when correlation coefficients range between 0.30 and 0.49, it means that there exists a moderate relationship; and when correlation coefficients equal or exceed 0.50, it means that there exists a strong relationship.
[bookmark: _Toc229990393]According to Table 1, there is a very strong positive correlation between all the attributes of the system under consideration and FMO. The correlations between all of the attributes mentioned and the dependent variable reached significance at the 0.01 level. Thus, the influence of all six attributes of the IBEX system on the dependent variable was found to be statistically significant.
It should be noted that Efficiency proved to be the attribute with the strongest correlation to FMO (r = .621, p < .01). However, there were several other highly correlated attributes, including Credibility (r = .598, p < .01) and Transparency (r = .587, p < .01). Compliance (r = .568, p < .01) was also identified as an attribute significantly influencing FMO. There were also two moderately high correlations, which involved Integration (r = .542, p < .01) and Usability (r = .509, p < .01).
Table 1. Correlation Matrix
	
	TR
	EF
	CM
	IN
	US
	CR
	FMO

	TR - Transparency
	1
	
	
	
	
	
	

	EF - Efficiency
	.482**
	1
	
	
	
	
	

	CM - Compliance
	.395**
	.412**
	1
	
	
	
	

	IN - Integration
	.367**
	.445**
	.388**
	1
	
	
	

	US - Usability
	.423**
	.501**
	.356**
	.472**
	1
	
	

	CR - Credibility
	.458**
	.439**
	.478**
	.421**
	.387**
	1
	

	FMO - Financial Management Outcomes
	.587**
	.621**
	.568**
	.542**
	.509**
	.598**
	1


**Correlation is significant at the 0.01 level (2-tailed).
Source: Field Survey, 2026
Some significant correlations can be observed between independent variables as well, which could be explained by their being the measures of different aspects of one information system. Namely, such high correlations as those between Efficiency and Usability (r = .501, p < .01) or Transparency and Efficiency (r = .482, p < .01) were observed. However, they did not suggest multicollinearity because no VIF values exceeded 3.
Strong association between Efficiency and FMO (r = .621) suggests that respondents reporting high efficiency of transactions processing and report generation in the IBEX system were also prone to report positive financial management outcomes. At the same time, very strong correlation between Credibility and FMO (r = .598) means that increased system credibility is associated with enhanced financial management results.
[bookmark: _Toc229990273]Regression Analysis
To determine whether there is an influence of the selected attributes on financial management outcomes, a multiple regression analysis was used. With the help of regression, we were able to consider several variables at the same time to see how they predict the dependent variable in terms of financial management.
[bookmark: _Toc229990396]Table 2. Model Summary
	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.789a
	.623
	.613
	.40215


a. Predictors: (Constant), CR, US, CM, IN, TR, EF
According to Table 2, the value of the multiple correlation coefficient equals 0.789. This means that there is a strong positive correlation between all of the predictors in our analysis. The coefficient of determination is 0.623, which shows that there is a considerable influence of the six predictors on the dependent variable and its outcomes because they explain 62.3% of the variances. Another 37.7% are determined by external environmental factors. The value of the adjusted R² is 0.613, which means that after adjustments, predictors explain 61.3% of the variances. The model's significance was assessed through the F-statistic, as presented in Table 2.
[bookmark: _Toc229990397]Table 3. ANOVA
	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	62.847
	6
	10.475
	64.782
	.000b

	
	Residual
	37.982
	229
	.166
	
	

	
	Total
	100.829
	235
	
	
	


a. Dependent Variable: FMO
b. Predictors: (Constant), CR, US, CM, IN, TR, EF
The ANOVA results show that the regression model is statistically significant (F = 64.782, p < .001). The regression sum of squares (62.847) constitutes a large portion of the total sum of squares (100.829), while the residual sum of squares (37.982) is relatively low. This confirms that the six IBEX attributes jointly affect financial management outcomes and that the model is reliable for interpretation.
[bookmark: _Toc229990398]Table 4. Coefficients
	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	(Constant)
	.412
	.198
	
	2.081
	.038

	Transparency
	.156
	.048
	.198
	3.250
	.001

	Efficiency
	.234
	.052
	.271
	4.500
	.000

	Compliance
	.142
	.046
	.176
	3.087
	.002

	Integration
	.118
	.044
	.148
	2.682
	.008

	Usability
	.098
	.047
	.123
	2.085
	.038

	Credibility
	.178
	.049
	.215
	3.633
	.000


a. Dependent Variable: FMO
According to Table 4, all predictors in the regression model have significant impacts on the value of the dependent variable (p < 0.05). The obtained results mean that improving predictors leads to better financial management outcomes. Efficiency turned out to be the strongest determinant (β = 0.271, p < .001). This means that the speed and quality of work are highly important. Credibility ranked second (β = 0.215, p < .001) because stakeholder trust plays a crucial role in financial management. Transparency came third (β = 0.198, p = 0.001). Compliance followed (β = 0.176, p = 0.002), and then, Integration (β = 0.148, p = 0.008) and Usability (β = 0.123, p = 0.038).
The constant (B = 0.412, p = 0.038) reflects the baseline level of financial management outcomes when all predictor variables are zero. Based on the unstandardized coefficients, the following regression equation was formed:
FMO = 0.412 + 0.156(TR) + 0.234(EF) + 0.142(CM) + 0.118(IN) + 0.098(US) + 0.178(CR)
This equation indicates the extent to which each predictor influences financial management outcomes and provides a tool to guide managers and policymakers. For example, improving system efficiency by one unit increases financial management outcomes by 0.234 units, representing the greatest contribution among predictors. Based on the regression analyses, all study objectives were addressed. The test results of the hypotheses are summarized below:
Table 18: Summary of Hypotheses
	Code
	Alternative Hypothesis
	Significance
	Decision

	H1
	System transparency has a significant positive effect on financial management
	β = .198, p = .001
	Supported

	H2
	System efficiency has a significant positive effect on financial management
	β = .271, p < .001
	Supported

	H3
	System compliance has a significant positive effect on financial management
	β = .176, p = .002
	Supported

	H4
	System integration has a significant positive effect on financial management
	β = .148, p = .008
	Supported

	H5
	System usability has a significant positive effect on financial management
	β = .123, p = .038
	Supported

	H6
	System credibility has a significant positive effect on financial management
	β = .215, p < .001
	Supported


Source: Own Survey, 2026
[bookmark: _Toc229990274]Discussion of Findings
Implications of the statistical results obtained in the course of the study for the purpose of the research project are provided. When discussing findings, theoretical perspectives adopted during the study process and results from previous empirical research are considered.
First of all, it was established that efficiency of the system was the attribute having the biggest influence on the financial management outcomes (β = 0.271, p < 0.001). Such finding correlates with previous studies. For example, the adoption of the GIFMIS system in Ghana shortened payment processing time in the country's central treasury, according to Mohammed (2017). Sikabanga and Haabazoka (2025) also found that the adoption of the IFMIS in Zambia enhanced accuracy of financial reports and increased adherence to budgetary processes. As a result, funds could be disbursed more efficiently.
Descriptive statistics suggests that both items "IBEX enables faster generation of financial reports" (M = 3.82) and "IBEX processes transactions with high accuracy" (M = 3.71) had relatively high mean scores, proving the important role played by efficiency in the process. Contrariwise, "IBEX has minimized manual data entry and reconciliation efforts" (M = 3.38) had the lowest mean score indicating that manual procedures remain regardless of the system introduction. This assumption is supported by the findings of Mlawasi (2025), who claims that efficiency in IFMIS operation depends on ICT capabilities and users' competencies.
Such result can also be associated with the Diffusion of Innovations theory by Rogers (2003), according to which relative advantage of innovations serves as one of the most significant predictors of their successful implementation. Apart from that, such finding can be associated with the Agency theory since efficiency reduces information asymmetry between donors and implementers of their programs.
Credibility of the system turned out to be another important determinant (β = 0.215, p < 0.001). Such result is confirmed by the findings of Chalu (2019) who proved that implementation of IFMIS system in Tanzania increased credibility of financial reporting in the region. Additionally, the study conducted in 2024 at Addis Ababa University suggests that implementation of IFMIS in Ethiopia improved accuracy and timeliness of financial information and decision-making in finance.
According to descriptive statistics, items "The financial information from IBEX is considered trustworthy by management" (M = 3.76) and "IBEX reports are consistently accurate and reliable" (M = 3.71) have the highest mean scores, while "Donors express confidence in financial reports generated from IBEX" (M = 3.48) – the lowest. It means that some issues might occur regarding building credibility of IBEX in terms of its external users. Such assumption can be made considering that the OECD (2011) report emphasized the importance of credibility of financial information for mutual accountability in development cooperation. Such result can be explained by the Stewardship theory according to which credible financial systems allow stewards to apply their expertise and knowledge.
Transparency of the system was the next factor influencing financial management outcomes (β = 0.198, p = 0.001). Such finding was confirmed by Dipama (2024) who claims that transparency of PFM systems contributes to donor confidence. Awudu et al. (2024) proved that technological infrastructure and governmental policies promote financial transparency during GIFMIS implementation in Ghana.
According to descriptive statistics, item "IBEX provides clear visibility of budget allocations for my project" (M = 3.92) has the highest mean score, while "IBEX enables donors to access financial information directly" (M = 3.45) has the lowest. According to the Agency theory, transparency helps to overcome information asymmetry between donors and implementing agencies and promotes efficient financial management.
Compliance with regulatory and donor requirements appeared to have a considerable impact on financial management outcomes (β = 0.176, p = 0.002). Such finding proves the assumption put forward by Nhial, Shiku, and Siwale (2025) about significant correlation between compliance with internal control systems and IFMIS system performance (p = 0.003). Oketcho (2024) also confirmed that internal control within IFMIS positively affects financial management in Uganda.
According to descriptive statistics, "IBEX complies with the governmental financial regulations" (M = 3.96) has a higher score compared to "IBEX complies with donor-specific financial regulations" (M = 3.51). Such difference is justified considering the difficulties described in the literature about matching the systems' requirements of different donors (de Renzio, Andrews, & Mills, 2010).
Integration of the system was positively correlated with financial management outcomes (β = 0.148, p = 0.008). Such finding proves the findings of Tetteh et al. (2022) who claimed that regulatory, environmental, and organizational factors influence IFMIS integration into operations of local governments in Ghana. Nonetheless, descriptive statistics shows that "IBEX eliminates the need for parallel financial records for donor reporting" (M = 2.98) received the lowest mean score, indicating that parallel reporting structures remain despite the system implementation. Such result can be considered the evidence for filling the gap indicated in the problem statement.
Finally, Usability of the System had a positive effect on financial management outcomes (β = 0.123, p = 0.038). Such finding corroborates the findings made by Haile (2025), according to which staff resistance, capacity and technical skills deficit, and ICT complexity contribute to poor performance of IFMIS in Ethiopia's Ministry of Finance. Descriptive statistics shows that "Technical support is readily available when I encounter problems with IBEX" (M = 2.95) has the lowest mean score.
Having considered that one of the main predictors of innovation diffusion suggested by Rogers (2003) is complexity, the obtained result can be justified. Attributes such as efficiency and credibility seem to be of more significance than usability in the case of IBEX.
In summary, it is possible to state that all six hypotheses posed in the present study were proven and the six attributes of Ethiopia's IBEX explained 62.3% of the variance in financial management outcomes. Efficiency (β = 0.271) proved to be the most influential attribute, followed by credibility (β = 0.215), transparency (β = 0.198), compliance (β = 0.176), integration (β = 0.148), and usability (β = 0.123). The obtained findings can be applied when allocating resources.
Conclusion
This study provides robust empirical evidence that Ethiopia’s IBEX system positively and significantly impacts financial management of donor‑funded government projects. The six examined attributes—transparency, efficiency, compliance, integration, usability, and credibility—collectively explain 62.3% of the variance in financial management outcomes. System efficiency and credibility emerge as the most influential drivers, underscoring the importance of fast, accurate, and trustworthy financial processes in donor‑funded contexts.
Despite substantial progress, persistent challenges in system integration (parallel records) and usability (technical support) remain barriers to realizing IBEX’s full potential. Addressing these gaps through targeted infrastructure investments, enhanced training, donor harmonization, and a continuous improvement culture will further strengthen Ethiopia’s PFM reform and serve as a model for other developing countries seeking to integrate aid into national financial systems.
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