JBAS Vol. 4 No 1 June 20125
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Abstract
This study delves into the principles and processds sustaining the
implementation of program budgeting system (PBS)tha two ministries in
Ethiopia, namely, Ministry of Finance and Econorievelopment (MoFED) and
Ministry of Education (MoE). Drawing data from fikkurvey, it attempts to show
the progresses made in adopting PBS andthe extenthich the system is
understood and complied with in the government eigsn Down the road, the
paper also puts premium on the prospects and th#eobes of PBS in the
intimated federal ministries. The paper employsax noif qualitative and
guantitative approach to generate data that haigndicant bearing on diagnosing
facts ascertained through semi-structured quesiomrand in-depth interview,
with the latter specifically being used to eligifarmation from senior staff and

experts in the field.

The finding demonstrated that quite impressive @eges have been registered in

revising the program budget manual and training utex] significant program

budget training, and piloting of PB at federal lesad gradual improvements on

the budget submission formats. Equally importantyéver, there are challenges

that deserve serious attention
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Introduction

The national budget is the most important policyhigke to achieve a
country’s economic and social priorities within #warce resources that are
available to government for public expenditurepldys a vital role in the
process of government, fulfilling economic, poklticlegal and managerial

functions of the government (Richard and DanieQ1)0

Public budgeting systems are intended for carrguignumerous significant
functions. Among the functions of a budget, the infaadamental one is
controlling public expenditure, which is commonbriged out by exercising
financial control over inputs. It is also instruntnfor allocating scarce
resources to government priorities so that goventmebjectives are

achieved in the most efficient and effective ma(iBedley, 1968). The
budget can thus be seen as the tool for policy@mpghtation. Rosenberg
(1999) asserted that a budget is not only a toah&troeconomic policy but
also a management mechanism. It can help to achaeweinistrative

efficiency, economy, and honesty through businksdliehavior. Last but
not least, the budget document can be a major edchccountability,

whether to the legislative body or to the press #redpublic. It can help
hold administrators accountable not only for thedi they receive but also
for a given level of performance with those researcTypically, a

budgeting system cannot execute these functionallgquell at the same
time. The relative strength of each function degeoid budgeting tools and
techniques, but most critically on political deoiss about which issues

matter to the government (Shah, 2007).
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The line-item approach embodies several impedimdntspromoting
efficient and effective public planning and managetmas well as to
fostering results-oriented accountability in puldector institutions. A line-
item budget emphasizes inputs; it provides inforomabn how much money
is spent and how it is spent rather than on what $pent. It does not link
inputs with outputs and therefore says nothing abloaw efficiently
resources are used. The line-item budget tendsctesfdecision making on
details rather than on efficiency and effectivenédse focus on detailed
line-item control leads to micromanagement of ageoperations by
centralbudget offices and finance ministries andhierarchical controls
within the agency. Public managers thus exercisg Maited managerial
discretion and cannot be held accountable for tleefopmance of

government activities (Bradley, 1968).

Budget reforms have sought to remedy these detigsrfirst in the 1950s
by linking planning with budgeting through prograsdgeting (Bradley,

1968). Program budgeting (PB) is the performancggbting mechanism
which has had the most enduring influence. Progbanigeting comprises
the objective based program classification of exlfere and the systematic
use of performance information to inform decisioaBout budgetary

priorities between programs (Robinson, 2007).

The primary objective of program budgeting was iover allocation

efficiency through better expenditure prioritizatiorhe major concern was
a belief that expenditure allocation in the pulsiector was not sufficiently
responsive to changing social needs and prioriaes, that money could
keep flowing year after year to ineffective progebecause of a lack of

proper expenditure planning processes or of acability for results linked
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to the budget process (Robinson, 2007). Robins@®7R argued that
program budgeting exponents viewed traditional lileen budgeting as a

key part of the problem.

By the same token, the line item budgeting approecithe Federal
Government of Ethiopia has not been well-attunedpriority setting in
order to achieve policy objectives. The shift frdime item to program
budgeting for the federal government in Ethiopia becurred progressively
since 2005, as part of the budget reform agendatii®j with a pilot of
three ministries, Ministry of Finance and Econom&velopment (MoFED)
has since 2006 made steady progress in developpr@gam budgeting
approach for the federal government. After thresary of producing
indicative program budgets at the federal level,FED has introduced
program budgeting embedded in a medium-term expaediramework to
170 government bodies starting in July 2011 for BEieY 2004.While a
good beginning has been made in introducing pedog® orientation in the
budget process, the PB framework faces a numbearhalflenges which
needs to be addressed in the process of deepdnggetorm (Khemani,

Kuteesa, Anderson, Ayaya, and Schaeffer, 2011)

Program budgeting in Federal government of Ethiagpg@rimarily designed
to act as a basis for supporting Public Financedagament (PFM) reforms
by enhancing performance management and accoutyalehabling a
stronger linkage between the annual budget andcypabjectives, and
improving transparency and accessibility of infotima Shifting to

program budgeting aims to facilitate the flow andlity of information so

as to provide a robust basis for resource allooadiecision-making and to
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create the right environment and mechanisms thdt siiengthen the

improved PFM.

Program budgeting requires data collection, andopegsure on information
technology and data collection systems. Factorghvtietermine the speed
and success of PB reforms include both the characté quality and of
public institutions and laws within the countryuglthe degree of technical
knowledge, degree of effort and experience applied design and
implementation of these methodgf€k, and Webber, 2009). PB reforms
involve a range of complex steps starting from ¢esnto budget
classifications, some completely new manageriakepts, introduction of
new IT systems and changed behaviors of publicas¢sv All of this
requires a positive and determined attitude by gowent with good
communication between the Ministry of Finance aim@ Iministries and
spending agencies. An effective program/performabgdgeting system
depends highly on reliable performance measureamghtreporting (K§sek,
and Webber, 2009). The construction of a perforrmameasurement and
reporting system provides a channel for publicomdfs to reach agreement
on program goals/objectives and, discuss and camipeoon the selection
of performance measures, to address their questam$ concerns.
Accordingly, this research will focus on the anatgzthe challenges and

prospects of implementing PB in Ethiopian governnparblic bodies.

Drawing data from the two selected ministries, nigmthe Ministry of
Finance and Economic Development (MoFED) and Mipisf Education
(MoE), this paper attempts to show the progressadenin adopting PBS
and the extent to which the system is understoddcamplied with in these

public agencies.
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Statement of the problem

Over the past several years the scope, compleriycast of government
services have increased significantly and the denfaninfrastructure and
services confronts every government in the devetppworld.Such
governments are therefore faced with the challeoigdéinding ways to
provide infrastructure and services, within th@mited financial resources.
Hence, it is the duty of the government that thesseices must be provided
with resources barely equal to the task.

There have been significant practical problems thase in linking
organizational unit budgets and program budgetsileMie former is
organized around activities, the latter rather easptes policy objectives.
As Robinson (2010) noted, one of the difficulties program budgeting is
the relationship between programs and organizdtisinacture. Similarly,
Clifton (2010) stated that indeed the lack of camegrce between a
ministry’s organizational structure and its stratefl.e., outputs and
outcomes) is often the biggest challenge in dewegpp program budget
structure that transparently links the budget tovise delivery and
performance. In addition, Pugh (1984) argues ttedf sapacity to address
the information requirements of program budgetsithe main institutional

prerequisite.

Many countries do not fully benefit from all the gsibilities of program
budgeting in terms of budget credibility, expenditicontrol and public
resource allocations. One common reason is thalewthey prepare the
budget based on programs, they do not organize #w&ounting and

expenditure control systems on a program basisreTlselittle value for
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these countries in further developing program btidgef spending cannot

be accounted for, reported, and controlled accgrtbrprograms.

The Ethiopian Government has been designing anteimgnmting budgeting
system since 2005 by recognizing the need to ingtbe efficiency and
effectiveness of its spending in order to achiewional goals and
objectives and enhance public service delivery. bhdget reforms are
primarily focused on curtailing dual budgeting thgb development of
Medium-Term Expenditure Framework (MTEF), and mgvifrom the

traditional line-item budgeting system to a Progfnudgeting (PB) system
that links resources provided to agreed outputs.

Currently, the implementation of PBS at federal ggowment level faces
challenges and needs to be investigated. The parses of input control,
lack of performance information, the prevalencedol budgeting, lack of
monitoring and evaluation, ambiguity in conceptisamework and program
establishment on the basis of traditional orgaioral structure are the area
that require concrete study in Ethiopian contextadidition, lack of trained
staff needed to carry out the required analysis amgknce of information
system that fully supports the program budgetingtesy are among the
issues salient in the process of implementing FEBSides less researchis

done which accentuates the gaps in the area.

Objectives of the study

The main objective of this study is to delve inte fprospects and possible

challenges of implementing program budgeting andgsest potential
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scenarios how it can best be utilized in the Eflsioontext in terms of

effectively allocating the much needed resourcdgleéncountry.

Discussion and analysis

This section deals with data discussion, analysisiaterpretation. As noted
earlier, the facts were gathered through in-deptérviews and structured
guestionnaires. Key experts and senior staff ofh botinistries were
interviewed to ascertain valuable information. Quesaires were also
distributed to 30 staff members of budget prepamatind administration
directorate and planning and budget and financeesfof the two federal
ministers. Out of the 30 staff members to whom tjaesaires were
distributed, 22 of them were budget and financeeesp 5 were planning
officers and 3 were budget directors. Moreoverhiaad documents and

relevant unpublished materials are also used tplesment the discussion.

Characteristics of Respondents

Table 1 presents demographic information of samgg@ondents in terms
of level of education, work experience as well bhs expertise that the

respondents possess.
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Table 1: Respondents by position, qualification, leal of education and

work experience

No ltems Count Percentage
1. Position
Budget expert 22 73.8
Planning officer 5 16.7
Director 3 10.0
2. Quialification
Accounting 3 10.0
Management g 30.0
Economics 13 43.3
Other 5 16.7
3. Level of education
Certificate
Diploma
BA/BSc Degree 18 60
Masters degree 1p 40
4, Service in Years
1-2 2 6.7
3-4 7 23.3
5-6 6 20.0
7-8 5 16.7
Above 8 10 33.3

Source: Field Survey

The Table demonstrates that out of 30 sample relgms, 22 (73.3%) are
budget experts, 5 (16.7%) are planning officers arate (10.0%) budget

directors. In terms of work experience, 2 (6.7%}h@dm worked 1-2 years
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in their current position and 7 (23.3%) have worldd years. Moreover,
while 20.0% of the respondents in the two fedenalistries have 5-6 years
of work experience in their current position, 5.() of them have 7-8
years of work experience, with the balance (i.€,dt 33.3%) are the

respondents who have well over 8 years of work eepee.

Table 2 also depicts qualification of the samplgpomdents. Accordingly,
12 (40.0%) have masters degree and 18 (60%) ofrégepondents are
holders of BA and/or BSc degrees in different felof studies, with the
majority of them being specialized in economicsisTik followed by other
fields such as management (30.0 %), accountin@¥dpand the balance

(10.0 %) got their degrees in the various othéds$ie

In terms of both mix of expertise and experienad,anly are the majority

of the respondents budget experts, planners, argbepsed relevant
knowledge in the area; but also have they workedifstant number of

years in their positions so much so that respoases the main reliable.

Program budget implementation

This sub-section shall discuss key areas that desstention in terms of
due process and budget implementation. The dismssemphasize
awareness of program budgeting, its conceptselttion to organization
structure, use of information technology, the b#nek well as the

challenges of PBS.
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Effectiveness of program budgeting

PBS was launchedto address the critical probleneffimient and effective
use of public money and other resources. The relgms were therefore
asked to give their opinions as to whether or nBS Forings effective

utilization of public money in Ethiopia.

Table 2: Effectiveness of PBSin resource use

Response
Respondents

MoFED MoE Count Percentage
Yes 10 19 63.3
May be 5 11 36.7
No 0 0.0
Other 0 0.0
Total 30 100

Source: Field Survey

Table 3 shows that 19 (63.3%) respondents agreéghbause of program
budgeting can create effective utilization of pabinoney; with 36.7% of
the respondents expressing that there could beffaatiee utilization of

resources with some doubt. Here, one can dedutetlib use ofPBS is
more advantageous compared to the previous budgeystems. As argued
in the literature, use of PBS budget has to be dnagvin a way that looks at
why money is allocated and whether its use prodticesdesired results.
This demonstrates that the budget preparation offerysthat significantly
departs from line item budgeting. For instance, Mol MoFED have for
years focused on allocating funds to administrativéts, but now they

specify their task and define their objectives amtputs. As discussed in

the literature (MacManus, 1998), the disadvantddme item budgeting is
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that it focuses on inputs that have little conrettwith outputs, and it is
also difficult to reach any conclusion about efileetess, efficiency and
equity in spending. In other words, line item budtg system is oriented
toward how much resources, staff, facilities, @@ made available for a
program or ministry. In contrast, program budgetiadpws to make
political choice among objectives and rational @diiion of resources by
prioritizing expenditures. This ensures that puliimney is spent on
programs which are effective or be made effectiye rédesigning or

improving management of programs.

How far has PBS been understood?

The level of understanding among the employeelamptanning and budget
departments of the ministries is different. A qiestwas raised to
determine how far PBS been understood by the relgms. The following

table depicts the result.

Table 3: The level of understanding of PBS

How far has the new system been Response

understood MoFED MoE Count Percentage
Great 0 0.0
Moderate 13 12 25 83.3
Barely 2 3 16.7
Not at all 0 0.0
Total 15 15 30 100

Source: Field Survey 2012

As depicted in the table above, while 83.3% (25}h&f respondents from

both ministries disclosed that there is a moddrtel of understanding of
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PBS, 16.7% (5) of the respondents claimed that baegly understood its
process and implementation. One can,therefore, cdethat PBS has not
been well understood by the respondents. In thegspanses to the
guestionnaire respondents offered some reasopsthih low level of

understanding on program budgeting. Absence obrtaillade as well as
timely and practical training scheme, absence ehagxchange of ideas and
communication between policymakers and programemphters, and lack
of motivation and commitment from all stakeholdelngef among others are

the limiting factors that rendered heightened I@fainderstanding difficult.

The need for new computer software technology to implement PBS

Information technology is one factor that can inyaeropublic financial
management. It enhances improved budget plannidgerecution through
provision of accurate data for budget managemethtdacision making. As
noted earlier, PB is an information intensive systeso much so that
appropriate information system should be put ircg@lto manage the flows
of information and thereby assist sound decisiokinta The respondents
are of the opinion if installed properly; ICT cartreamline the
operationalization of effective PBS. The followiRgyure indicates the need
to have new information system to assist an effecimplementation of

program budgeting.
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Figure 1. The need for new information technology toimplement

program budgeting

B Yes
M Partially
No

B No Opinion

Source: Field Survey

As shown in Figure 1, 50% of the respondents frath ninisters asserted
that PBS calls for new computer software technolimgsun PBS. 20.0% of
the sample respondents have even suggested thesiteod additional new
software to prop up the existing software. 16.7%tloé respondents,
however, are of the opinion that the existing safevcan sufficiently

support the operationalization of PBS. The remanit3.3% of the

respondents rather expressed that they have navideier a new software

should be introduced.

The responses of most of the persons involved e dtudy has been
corroborated by government policy documents in thaiget preparation,
budget execution and accounting are supported logllyo developed
financial management software known as IntegrateddgBt and
Expenditure (IBEX). There have also been significafforts made to
accommodate PB in IBEX system although that endedfeactual. As a
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result, macro excel system was designed in MoFED ttade possible the
generation of reports in program format. Since thelget submission
formats are not fully supported by IBEX, macro dXoend to be a suitable
tool to lean on. Later on, another system, namgligegrated Financial
Management Information System (IFMIS) was introdljdeut it remained
on pilot basis being tested in six federal mingstriShould the pilot process
works out well it is hoped to fully support PBS.sP&xperiences have
revealed that the existing technology found to meompatible with the

requirements PBS.

Human resource requirement for the implementation of PBS

In addition to the IT support badly needed for itmplementation of PBS,
the availability of adequate human resource toasud?BS is also another
aspect of the requirement for its effective exemutiin the public
organizations. To this end, respondents were askegther the existing
human resource is adequately provided to run PBfe. fdllowing table

shows the responses as follows:-

Table 4: Sufficiency of human resource for PBSimplem@ation

Response
Respondents
2 3 4 Total
MoFED 4 7 4 15
MoE 3 8 4 15
Total Response Counts 7 15 8 30
Response Percent 23.3 50.0 26.7 100.0

Source: Field Survey 2012 1=yes 2 =partial 3=no 4 =No opinion
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While about 50% of the respondents replied that dumesource is not
sufficient for the implementation of PBS, 26.7%tlém agreed that there
should be additional human resource supportto He &b effectively

implement PBS. The remaining 23.3% of the respotsdisit that there is

enough human resource to implement PBS.

Interview responses, on the other hand, reveakedltle availability of staff
of the required quantity and quality (competencegopport PBS
implementation is called into question. In all, si@nnaire and interview
results demonstrated that program budgeting ighaitan easy undertaking
which rather demands sufficient and capable manpows only for
planning and budgeting but also for monitoring aewbluation. The
literature corroborates that when introducing paogrbudgeting model,
which promotes managerial freedom, it became evidbat greater
managerial flexibility and trained personnel cobkl viewed not only as a
tool to improve efficiency but also to achieve exgi¢ure targets that had
been set (West et al, 2009).

Program budget training to staff

When there isaplan to introduce a new system, apgaurit is imperative to
conduct training so that employeeshave a measuumadrstanding of the
principles, the concepts and the objective beholmpaing the new system.
Asked whether employees took training to prombggrtunderstanding of
PBS and all its aspects, and how far we they sadisiith the training,

respondents reacted as follows:-
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Table 5: Staff’s reaction to PBS training

Response
Respondents
1 2 Total
MoFED 15 15
MoE 15 15
Total Response Counts 30 30
Response Percent 100 1p0

Source: Field Survey 2012 1=yes 2=no

As the Table shows all of the respondents (100%fjircoed that they were
indeed trained, and this in turn shows that stafésfamiliar with the basic
concepts and ideas of the new system.

Furthermore, information ascertained from the BudBeeparation and
Administration Directorate also confirmed that eerof training to orient

and familiarize staff about PBShave been organiaed training course
were offered to the most of the planning and fimadepartment personnel
of both ministries two to three days. The same @gerwas also scheduled
continuously on annual bases for the rest of tladf  bothministries.

Documents obtained from MoFED indicated that antrgj manual was

preparedto meet the purpose of the training.

However, critical deficiencies in the training esise were observed.
Among others, the right persons who should recenentation on PBS did
not come to the training, the trainers did not seemhave adequate
knowledge in the area, and sufficient time wasailmcated for training to
ensure that trainees receive enough understandbaut athe newly

introduced system.This suggests that although sefferts have been
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exerted to provide training, the effectivenesshaf training exercise called

into question because of the reasons already nmexutio

Figure 2: Level of satisfaction on the training
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M Response Count

W Response Percent
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In terms of the level of satisfaction, while 23 (/%) respondents were
fairly satisfied, 13.3% of the respondents were éx®v not satisfied with
the training and felt that they need additionainiregy exercise to improve
their understanding of the concepts and princies$BS. In contrast,
10.0% of the respondents are highly satisfied wightraining.

Figure 2 indicates that most respondents from we rinistries were not
content with the training and the way it was orgadi It was felt that the
training did not go far enough to enhance thelilitglib implement PB.

Program budgeting and organizational structures and their Relationship

The essence of program budgeting in federal estabknts is allocating
budgetary resources in accordance to governmeritypobjectives and
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priorities. To make PBS in line with the progranrusture of the
government organizations, program structures haen lhesigned for the
implementation of PBS. Respondents were asked terrdme whether
program budgeting system needs any change in @agéomnal design and/or
whether there existsany relationship between progtaudgeting and

organizational structure. The responses as follows:

Table 6: Program budgeting and organizational struatires

) Response
Questions

No

0, 0,
Opinion % Total %

Yes % Partially % No %

Does program
budgeting system
require any change 5| 20.8 10| 52.4 15 88.2
in organizational
design?

Is there any
relation between
program budgetingg 19| 79.2 9| 474
structure and
organizational

Source: Field Survey 2012

A%
W
o
I3, |
o

(411
o

11.8 30

[\S]

The above table (Table 6) demonstrated that a gnesgorityof the
respondents (i.e., 88.2%) seem to condone that thendlyexists a need for
new organizational design to implement PBS in thbaidpian federal
ministries. In contrast, 52.6% of the respondenthcated some reform is
needed to be carried out for the purpose of desigarganizationsto serve
in enhancing the implementation of PBS. The progbamigeting principle
calls for programs to be result-based, althouglammational structures are
not always resultbased. According to Cabri (2010), program struciare
important in generating clarity on government pplimplementation by

showing how the activities of the ministry supppdlicy objectives and
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how resources are allocated. The design of prodmadget structures must
be linked to anorganization’s strategic plan angbouindicators relevant to
the program rather than the administrative strecty€Cabri, 2010).

Therefore, it can be said that the PBS does natireeqchange in the
organizational design but demand adjusting the bewgeting structure
within existing organizational design of the federanisters. Furthermore,
information ascertained from the budget documerivofministries seem to
testify that program structures are defined basethe already designed of
organizational objectives and it keeps programshiwitthe existing

organizational structure by clarifying lines of aaoatability and program

management.

On the other hand, 79.2% of respondents agreedthiea¢ exists close
relationship between program budgeting and orgéoizal structures.
About 47.4% of the respondents claimed that PB armghnizational
structures are partially related. The balance(L£.8%) responded that they
have no relationship. Carlin (2004) noted that ohéhe thorniest concept
for program budgeting is the relationship betweerogmms and

organizational structure.

Moreover, the result of interview and the currerdgtice revealed that the
program budget structure in the federal public stiies comprise four
levels. These are: program, sub-program (where amedoutput and
activity/project. In line with the quality of progmmatic structure adopted
in federal ministries so far is fair in some way btill needs refinement. As
Carlin (2004) stated, if ministries have major arigational units which
straddle several programs, significant practicalbgms arise in linking

organizational unit budgets in the organizationuctire and program
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budgets. In addition, interviewees perceived certaveaknessesthat
rendered adopting better program structure diffiaulpublic bodies there
have been confusionsin designing the program irespuilic organizations
either because activities are too detailed or gpmate indicators are not
used. The chief problems that have hindered irptnp PB structure are
lack of understanding of the essence of PB, lackedf trained and capable
manpower at all levels of the government organiratiand the resistance to

accept new structures.

The challenges of implementing PBS

Program based budgeting hasemerged and been impEmmen many

countries and is actively promoted by internatioeebnomic institutions
such as the OECD and the IMF. Many countries, ligkieloped and
developing, have more than a decade of experienamplementing PBS,

although they are still facing problems of implertation. Compared to
countries which have long been implementing PBS many years and
countries which have highly trained civil servariEshiopia can face many
challenges. The pilot programs seem to confirm féws although they have
prepared PB format with the quality significantlgrying from ministry to

ministry. It is against this background that Ethépaunched PBS. The
secondary and primary sources demonstrated hendir indicate the same

concern.
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Table 7: Potentiakthallenges in implementing PBS

R Rati
Response Options 1 2 3 4 5 (e:SOFL?]TSB szrlzge

Lack of leadership/ 2 4 7 14 3
commitment in . (6.7%) | (13.3%) | (23.3%) | (46.7%) | (10.0%) 30 3.4
promoting or supporting
program budgeting
Lack of 7 10 8 4 1 20 o4
framework/guidance on | (53 305) | (33.3%) | (26.7%) | (13.3%) | (3.3%) '
proaram budaetin
Information overload — 8 10 7 4 1
too much information is (26.7%) | (33.3%) | (23.3%) | (13.3%) | (3.3%) 30 )3
presented and not always :
clear which are more
useful for decisio-
Program budgeting 12 11 5 1 1
procedures 0o (40.0%) | (36.7%) | (16.7%) | (3.3%) | (3.3%) 30 1.9
bureaucratic, lengthy,
camnlicatec
Allocation of costs e.g 3 4 8 11 3 29 30
overheads (10.3%) | (13.8%) | (27.6%) | (37.9%) | (10.3%) '
Lack of capacity/training 2 5 5 12 6 30 35
for stafffcivil servants | (g 706) | (16.7%) | (16.7%) | (40.0%) | (20.0%) '
Lack of resources (time, 3 4 6 11 4 29 3.3
staff, funds) (10.3%) | (13.8%) | (20.7%) | (37.9%) | (17.2%) '
Performance information 6 9 5 8 2
provided not relevant for| (20 gos) | (30.0%) | (16.7%) | (26.7%) | (6.7%) 30 2.7
budgetary decision-
makina
Unclear what role, if any, 4 7 9 8 2
performan(.:e information (13.3%) | (23.3%) | (30.0%) | (26.7%) | (6.7%) 20 -
presented in the budget :
has played in allocation
decision
Unclear policy/program 0 4 8 13 5
objectives make it (0.0%) | (13.7%) | (26.7%) | (43.3%) | (16.7%) 30 3.6
difficult to set
performance
Lack of accurate and 0 3 7 9 11
timely data to serve as | (0 go5) | (10.0%) | (23.3%) | (30.0%) | (36.7%) 30 3.9
input for performance
measure:

Source: Field Survey 2012 Strongly disagree = DDisagree = 2; Neutral = 3; Agree =4
and Strongly; agree =5
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As the Table above shows, respondents wereaskedtd¢othe possible
challenges of implementingPBS. Out of the 30 redpats, 46.7% of them
agreed that lack of leadership/commitment in prangotor supporting
program budgeting is a key challenge that affest ihplementation.
Furthermore, 23.3% of the respondents preferredakeneutral stance,
13.3% of them disagreed, 10% strongly agreed améo Gather strongly
disagreed. It can be deduced that the majorithefrespondents perceived
that there is much less commitment in supporting PBs Kluvers (2001)
noted a program budget cannot be effectively impletedin the face of
insufficient support and guidance from the politind bureaucratic

leadership.

As shown in the table, most of the respondentofaitke opinion that lack
of guidance did not pose any serious challengengoimnplementation of
PBS. Moreover, information overload is another dagtut to forward to
respondents. Overall, while 60 percent of themaghsed or strongly
disagreed on the issue, 16.6 % agreed or strongtged that excess
information presenting serious problems on the siecimaking process.
Similarly, the challenge originating from progranudgeting procedures
being too tardy, bureaucratic, lengthy, and conapéid was not rated.

Table 7 also depicts that out of 30 respondentsespondents (i.e., 40%
respondents) agreed that lack of capacity/traifongtaff/civil servants is a
challenge for the effective implementation of PB&reover, 20.0% of the
respondents also strongly agreed that lack ofitrgioan affect PBS. This
shows that sufficient training and capacity buitfirs essential for the

effective implementation of PBS. Moreover, lackfimfancial and human
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resourceswere reported to be posing serious clgalldnindering PBS

implementation.

Amongst the most important challenges that aredrate 3.6 and 3.9 are
unclear policy/program objectives that make settipgrformance

measures/targets difficult and absence of accanadetimely data to serve
as input for performance measures respectively.dd@0 respondents, for
instance,while 43.3% agreed that lack of clear mwgobjective makes
setting performance target difficult, 26.7% ogr did not perceive it
much of a problem, although still 16.7% of thenosgly agreed that it is a
challenge. However, 13.7% said it doesn’t haveceffethe implementation
of program budget. When it comes to lack of aceurtd timely data,

66.7% of the respondents are of the opinion thaemte of sufficient data

poses a serious challenge to the effective impl¢atien of PBS.

Performance monitoring and evaluation

Citizens have always demanded results from thaieguments. As a result,
governments faced increased pressure from fisgataliions and public
demands for more improved public sector performaacd to be more
accountable for results. Performance indicatorsweided in order to
support better decision making, leading to improyedformance and/or
accountability. The questionnaire aimed at revigwime development and
use of performance information, namely, performamoeasures and
evaluations across the sample ministries were Udeese have been useful
in eliciting information to determine how the toelere implemented, how
they operated in practice, whether and how perfaomanformation is used

in the budget process, and what factors explaitseichplementation.
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Moreover, the information from the interview revezhithat monitoring and
evaluation mechanism system has newly developeatbtotor, evaluate and
correct while the program is on progress. Whatleen done so far is that
a guideline has been sent to the budgetary instisito send their quarterly
progress report that embraces both financial andfimancial one. This
monitoring mechanism is in place starting from 2@94 budget year. A
lecture has been given and performance report fisrhveve been developed
and revised in 2005. However, the reports are wokdaccording to the
formats and capturing the content that it shouldeh&eports supposed to
provide information on actual expenditure of pragsaagainst budgets, as
well as actual achievement of performance agalrestargets stated in the
PB. Even, most public bodies do not submit thepore on time. This
indicates that monitoring and evaluation systeit i$s infant stage and it is
difficult to say the system is well understood. S'ttan be the result for
pursuing on input controls in federal ministrieheTprimary purpose of
budget monitoring reports of ministries is accobiliy, in particular to the
Government. Financial and performance monitorirngpres serve to inform
the cabinet, other stakeholders and the generdicpliout the performance
of ministries in relation to public services proetl These reports are key
reference documents and also documents for intenaedagement. They

form part of the historical record.
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Table 8: Types of performance information used to agss government’s

non-financialperformance

Response
Queries MoFED | MoE Total Responsd Response
count percent

Performance Measures$ 9 6 15 50.0
Evaluations 1 5 6 20.0
Bench marking 1 4 5 16.7
None 4 4 13.3
Other
Total 15 15 30 100

Source: Field Survey 2012

Respondents were asked about the type of perfoenafmrmation used to
assess governments’ non-financial performance. tiesrfollow a variety
of methods to assess performance, including pedoc® measures,
evaluations, and bench marking. Fifteen out of 3Berespondents stated
that they use performance measures and 6 (20%d)eofedspondents use
evaluations to assess performance with 16.7 % efmthesponded that
benchmarking approachwas often used. In the pagedss, there has been
a renewed emphasis on performance measures (@ligciocusing on
outputs and outcomes) in budgeting and managerhemtever it is clear
that despite this trend, governments continue tdkemaqual use of
evaluations (OECD, 2005). While both methods previdformation on
performance, they provide different types of infatmon. Performance
measures deal with outcomes, outputs and/or praceEsitors. Evaluations
often include a more detailed review of attributesd causality issues.
Evaluation typically includes recommendations oangdes to activities or
programs to improve performance (OECD, 2005).
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Figure 3: The types of performance measures that hakeen developed
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Of the country that developed performance measthesmajority produce
outputs only as indicated in Figure 3. 56.7 % ebponses from
participating ministries apply outputs only to most some of their
programs. 40.0% of the respondents apply a combmaif outputs and
outcome. This latter reflects the difficulty in lmiing an approach that
concentrates solely on either outcomes or outidasintries appear to have
recognized the dangers of concentrating only opudst It can give rise to
goal displacement as agencies risk losing sighthefintended impact of
their programs on wider society, and concentratquantifiable activities at
the expense of those that are less measurablen&whi2007). Robinson
(2007) further noted that it can also result inslestention being paid to
cross-cutting issues. While outcomes incorporatevider focus on the
impact of programs on society and have greaterappeoliticians and the

public, some are difficult to measure.



72 Yemisrach Fenta and Mulugeta Abebe

Findings and conclusions

Thefindings

Survey results confirmed that the implementatioproigram budgeting to a
certain extent gets confused. As facts from emgdir&vidences indicate
confusions arose from defining and establishingpwist and objectives,
linking plan with budget, setting performance iradars and targets,
defining unit cost for targets to arrive at totalt The chief confusion is
associatedfrom synchronizing the program structwéh existing
organizational arrangements of the federal mirgstetoreover, there exists
conceptual misunderstanding relating to the conocdpbutput, recurrent
activities, efficiency and effectiveness. Majorit§ the respondents are of
the opinion that their level of understanding obgmam budgeting is
moderate, and in some instances some have eveny handerstood

program budgeting.

The result also showed that there seem to be iaitylwith the process of
program budgeting system in the two ministries aitsrom the two
ministries received training on program budgetipstam and do participate
in the system. In addition to this, informationrfrdoudget office testifies
that continuous training has been offered to thdgbti experts on annual
bases. However, there is still a need for furthed aufficient training to
enhance the capacity of experts in implementing .PB®% findings also
suggested that the time allocated for training ofoappear to be adequate to
increase the understanding of PBS techniques.

As discussed the process of program budgeting negjuniew technology as

the existing macro excel as well as the IBEX (Inidgd Budget
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Expenditure) systems do not effectively supportealizing the PB
requirement. It seems a necessity to acquire a system to execute the
overall budget system efficiently and monitor anttersgthen the
accountability and transparency of resource akeail. In terms of human
resources for program budgeting system, the mgjofithe reactions from
the respondents and the related literature notedt tbkffective
implementation of program budgeting is determinad dufficient and
capable staff in the budgeting offices as programigeting needs qualified

persons to implement it.

It is found out that there is no new organizatiodakign for program
budgeting system in the selected ministries angtbgram budgeting need
to conform to organizational design of the publrgamizations. There is
strong relationship between PB structure and opgaioinal structures. This
shows program budgeting relies upon a structuregyram budget and
established organizational structure that it alldws activities of several
agencies or departments to be assembled in thaipaganal structure of
the ministries. The program budget structure enfdderal public ministries
comprises program, sub-program, output and actpntyect. The four

levels of PB structure have been consistently adbjat all public bodies. In
line with the quality of programmatic structure pteal in federal ministries
so far is fair in some way but still needs refinaindhe main problems in
adapting PB structure effectively are lack of usthnding the concept of
PB, lack of well trained and capable manpower atlalels of the

government entities and the rigidity to accept is¢nucture.

The discussions showed that performance measupesrsed by evaluation

are used to assess government's non-financial npesface in federal



74 Yemisrach Fenta and Mulugeta Abebe

ministries. It is also found out that performanagaiast targets is not
consistently monitored; it is neither displayedthoely and consistently in

the budget document nor was it made availabledqtlblic. The empirical

facts also supported that performance againsttsaeagewell as performance
evaluation are not used as part of the budget sksons/negotiations
between the Ministry of Finance and the line mnnest Regarding the types
of measures that have been developed, it is foundhat output measures
are widely used even though a significant numbaespondents identified

the combination of output and outcome measurebe&ing used.

It is also important to recognize that PBS wag fisinched in Ethiopia in
2005. The task of introducing program budgeting waslertaken from
2006-2008 on the pilot basis. In 2009 and 2010 ®hgatogram budget was
undertaken. A fully fledged PBS was started to rplémented in 2011.
Development and issuance of a program budget maandl training

module, significant program budget training, pihgtiof PB on a federal
government-wide and improvements on the budget mdion formats are

those mentioned by the respondents.

There are different challenges that PB faces duiimgmplementation.
These include among others, lack of commitment fedhstakeholders in
promoting or supporting program budgeting even gioitiis believed PB is
an appropriate way of PFM. There are also problémkiding lack of
capacity in the MoFED to follow up whether line nstnies properly
implement the reform, methodological problems ezato terms and
terminologies, absence of clear program objectitias make it difficult to
set performance measures/targets and lack of decaral timely data to

serve as input for performance measures.
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Conclusion

Program budget is a very important and powerfull ted public
management that assists policy makers track pregied demonstrate the
impact of a given program and identifies where plublic money goes.
Ethiopia introduces this system with the intentiorbring about efficiency
and effectiveness in the whole budgeting systeranglthe way, however,
the efforts are somehow impaired by several chgden The following

concluding remarks are drawn from the discussions.

In the course of the implementation of PBSstafégel of understanding
was enhanced through continuous training, althaugficient time was not

allocated for the training exercises.

The discussions have revealed confusions have imdvan the
implementation process essentially because stafé wet technically and

conceptually equipped with the ideas of PBS.

Although program budget structures and organizatiostructure are
intertwinedfor they both call for responsibility daaccountability. It is also
important to recognize that program budgeting systan keep programs
within the existing organizational structure andyuddesigning new
organizational structure to adjust that to the mesgeting structure would

be unnecessary.

Whether or not public organizations are delivering required services in

the most effective way can be assessed througbrpehce measures. The
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latter is also of significant importance in detammg accountability. Hence,
monitoring and measuring performance enhances rbbtidgeting and
service delivery. To this end, outputs are the omlgasures that are
developed to measure performances in the federabmes. It can be said
that the use of a combination of indicators rathan a single measure leads
to uncertainty which might arise from ambiguousatienship between
inputs, process, and results. The discussion aseats that designing
performance indicators and setting targets arethmdt easy. Inappropriate
selection of indicators or poor technical design peoduce measures which
are quite misleading. Monitoring systems alreadigtex sector ministries,
but do not work effectively.

Among the critical challenges facing federal minest that often become as
roadblock to the effective implementation of PBShs lack of adequate
institutional and managerial capacity to suppod implementation.
Variation in understanding the concept of differatmg objectives from
targets, goals and results, problems related witistimy and cost
apportionment between programs, lack of consensdls umiformity on
terms and definitions and difficulties in makingetrstructures of the

organizations few among others are the biggesterigss.

Efforts have been exerted to develop enabling enment to implement PB
and improve the management of government budgefiatiing monitoring

systems, putting advanced IT in place, ensuring tivere are continuous
training exercises, developing program structutedamonstrate there is a
will to work with program budgeting system and thes a prospect for

improvement.
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