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Abstract

This study was carried out to assess the practices of public property disposal and management in
public health service providing institutions of Ethiopia in the case of selected public hospitals in
Addis Ababa city administration. Specifically to assess the practices of public property disposal
management in the selected hospitals, the techniques used by the institution to disposing of
unused properties, to identify challenges, if any that hinder property disposal and management
practices, and the impacts of non-useful properties on the property management practices in the
institution. To address this, both primary and secondary sources of data were used. As a primary
data source, observation, interview, and questionnaires were used. The data was collected
through unstructured questionnaires distributed to 112 purposively selected respondents, and a
semi-structured interview with eight interviewees selected from concerned departments and
officials. For secondary data, data were collected from different sources. Then, collected data
were arranged, coded, entered into computer software, and analyzed using the package (SPSS)
version-26. The key findings are lack of clear disposal methods and guidelines, lack of disposal
plan to perform the disposal activities, institutional leaders, employees, and other concerned
bodies give less attention to property disposal and management activities, weak administration
and management system, lack of skilled, knowledgeable and experienced manpower,
computerized modern data management system, proper code encryption for a public fixed asset.
As a result, surplus, obsolete, and other scrap materials, create additional workload to the
employees, affect the aesthetics value of the institution compound, environment, human health,

limit efficiency, and effectiveness, and create unnecessary cost.

Based on the study findings, it recommended departments, (i), using appropriate disposal
methods (ii) use annual disposal plan to carry out disposal activities properly (iii) assigning
skilled and experienced professionals (iv) the institution managers and other concerned bodies
should give attention to disposal activities to secure value for money, dispose no longer
serviceable properties on time and make an immediate decision (v) creating accountability
culture are very important to minimize the existing poor property disposal and management

practices and helps to provide effective service.

Key words: Public property, disposal, property management, unused property, public institution
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CHAPTER ONE: INTRODUCTION

1.1. Background of the Study

Asset disposal generally become a global concern as its impact cut across every organization and
individual. In public organizations, the issue is even intensive as there are rules and regulations
which are to be followed when thinking of disposal. The asset disposal process has become an
important and most critical aspect within the asset life cycle both in public and non-public

organizations (Mujwauzi, 2014).

Like human beings, assets have life cycles, according to Kotler (1980), cited in Angahar ( 2012),
a typical life cycle of an asset represents the time it was purchased to the time the asset ceases to
work beyond repairs, or up to the time when repairs are no longer economical. During the time
of usage of the asset, efforts should be made to affect repairs or make replacements as and when
necessary. Disposal is parts of property management cycle or stages of an asset life cycle that
starts with the initiation of the process of disposing of unserviceable, obsolete, or surplus stores,
other assets, and equipment and is considered ended when the disposal has been completed and
accepted (Public Procurement Oversight Authority, 2009 cited in A. M & Namusonge, 2014).
Disposal refers to the transferring of items or properties to another person by sale or other means,
or it is the act of getting rid of unwanted materials by burning or burying for getting benefit
(Thai, 2009 cited in Masaro, 2018)

Unserviceable properties are those properties that are not performing a function for an
organization and required disposing of their location, typically they could be, surplus, obsolete,
scrap, excess, and waste items that should be removed by the premises of the organizations (A.
M & Namusonge, 2014).

The accumulation and unnecessarily owning an unserviceable material leads to inefficient
utilization of warehouse or storehouse spaces and shelving equipment because they have been
occupied additional new spaces or may expose to additional cost for the handling of equipment
and serviceable materials (Jones,& White 2008). Throwing such assets away here and there, and
putting them in any place for a long period without responsibility and accountability, using such

actions as a means of removing unwanted materials, will affect the environment as a whole.



There are various disposal methods which are: sale by public auction; sale by open tender;
transfer to another public entity; destruction, dumping, or burying; trade-in; and disposal to
public servants (Public Procurement Oversight Authority, 2009 cited in (A. M & Namusonge,
2014). The Public Procurement and Disposal Act, 2005, and Public Procurement and Disposal
Regulations, 2006 of Kenya state that disposal of unwanted assets is a critical element of store

and equipment management in any organization.

The mission of the government hospitals is to provide efficient, effective, and quality medical
and disease prevention services involving the community and stakeholders by creating a healthy
and productive citizen by producing competent medical professionals with knowledge and skills
and conducting problem-solving research. To accomplish the mission of the selected hospital the
institution has organized a variety of operations. From this operation, the majority of them are
taken by the directors of the property disposal unit. The hospital property administrative
departments take this mission to store, receive, distribute and dispose of the property. So that
getting different properties from different sources by the means of purchasing, or other means is
not for furnishing of an Institution of the Organization or its departments or staffs but it is for
enabling the institution to run its day to day activities effectively and efficiently and without
which it is impossible to achieve the intended goal of the Organization (GASB, 2003, MoFED,
2009 cited in Masaro, 2018)

Each department and store head of the institution should have the responsibility of identifying
items or properties to be disposed of and where possibly assemble them and identified items
should be submitted to the directorates or the head of asset management unit depending on the

internal Organization of the public procurement entity (Dobler& Burt, 1996).

According to the federal government procurement and property administration directive
N0.9/2010 and other laws, there are four commonly known reasons for public property disposal
or fixed assets disposal. These are when the asset is unserviceable because of old age or accident,
surplus, obsolete due to technological change that might not be economical in terms of cost and
time, abandoned and lost owner, the owner of which are not known or unable to satisfy some

legal requirements to become the final owner.



There are six alternative way of public property disposal methods, this could be disposal through
transferring to another institution as a gift, disposing of by sales, burning or burying, take part
and selling as spare parts, disposing as scrap, and by auctioned or auctioned it to the
public(MoFED, 2010)

In government organizations, there is the problem of putting the usable and non-usable property
together. So putting property separate way is important to handle an asset and to take corrective

measures for the unusable property and use the usable property.

The general objective of the study was to assess property disposal management practices in

public health service providing Hospitals in Addis Ababa City Administration.
1.2. Statement of the Problem

In government or service-providing public organizations, property disposal involves a wide
range of activities which starts with disposing of unserviceable, surplus, and obsolete stores,
other assets, and equipment and ended with the confirmation of the disposal. To make an
organization effective and efficient, at every activity of the organization, properties must be
adequately distributed, protected, and maintained. The disposal of an asset is an important part of
strategic management in an organization. Keeping unwanted store results in a risk of unnecessary
expenditure on storage cost; misguided management effort; gradual loss of the value in these
items, and the possibility of disposing of assets, at the value less than the residual value or best

achievable value in the market (Ocharo, 2010).

Disposal should always be treated as the last face of asset management. Because it is a function
that is necessary for guarantying that organization funds are not wasted on obsolete and
unserviceable value in the market. The disposal plan should therefore be prepared by an

organization annually to include all disposal decided to be necessary (Masaro, 2018).

Disposal by public sector institutions in Ethiopia is usually governed by directives of the minister
of finance and disposal regulation. With the guidance of the directives and the regulation on how
to carry out procurement planning for disposal of assets by the public entities; it becomes
questionable when lists public sector Organization reveal that properties lie idle, vehicles,
different types of machinery, different office Equipment’s, growing grass, full of dust, there is



also rain and sunlight harming them on their occupied space and the storage facilities hold items
that have not been used or used in many years. There is also mixed of used and not used

materials or properties (Masaro, 2018).

Property disposal represents a process used by an organization or institution to decommission
and dispose of an asset due to aging or changes in performance and capacity requirements. This
study focus on the assessment of property disposal management practices in public health service
providing institutions of Ethiopia-the case of the selected public hospital in Addis Ababa City
Administration. The government-owned fixed asset management manual of Ethiopia states that
the fixed asset management cycle is completed only if the disposal of assets is possible.
Otherwise, the management of assets becomes complicated, uneconomic, and inefficient
(GOFAMM, p.121).

Although some studies have been conducted on the disposal of public properties, this is not
enough. There are limited studies in our country as focus on the property management and
disposal practices in the government organization, especially in the public health service
providing hospitals the practice not performed in this area. At present, there is no available
information that describes the actual practices of handling and disposing of the public properties
in the selected hospitals of Addis Ababa. If there is no proper management of public properties,
the mission and the day-to-day activities of the hospital may not be going well. So the main
motivation factor of this study is to look at the general property disposal and management
practices, especially this study focuses on public hospitals because they have got much amount
of properties by public procurement, from donors and other means and used for providing
service for the community. Within this in mind, conducting this study at these institutions is
timely, appropriate, what is seen as a country, especially the gaps seen by some researchers in
other institutions I wanted to conduct this study, thinking that it would be useful for both the
government and the institution to explore the current, relevant, and national issues further

undiscovered issues.

The above-mentioned point are the initiative factors to conduct the study to identify the practice
of public property disposal management activities in selected public health service providing

hospitals in Addis Ababa City Administration and tries to recommend possible solution.



1.3 Research Question

1. How are the disposals and handling activities of unused property carried out in public

hospitals?
2. What are the techniques the institution used to dispose of unused public property?
3. What are the challenges, if any, that hinder the practices of property disposal?
4. How do non-useful properties affect the property management practices of institutions?
1.4 Objective of the Study
1.4.1 General Objective of the Study

The general objective of the study was to assess property disposal management practices in

public health service providing Hospitals in Addis Ababa City Administration.
1.4.2 Specific Objective of the Study

1. To assess the practices of public property disposal management in the selected

hospitals.
2. To assess the methods of property disposal in the selected hospitals.

3. To identify the challenges, if any, that hinder practices of public property disposal in
the hospitals.

4. To assess the impacts of non-useful properties on the property management practices
of selected hospitals.

1.5 Significance of the Study

This study will be conducted at Addis Ababa, in selected public hospitals. Nowadays, Public
Hospitals are equipped with different fixed assets or properties, and high technology to give fast
and accessible health services to the public. This study intends to shed light on public health
service providers to identify gaps in property disposal management practices and recommend

appropriate solutions. The study involved selected public hospital which includes Menelik 11



Referral Hospitals and Yekatit 12 Hospital. Thus, to bring out how the hospitals will manage
their properties based on the government rules and regulations. The information from this study
will give an overall benefit to all parties in the public health sectors to understand the impacts
and to select the suitable disposal methods to reduce or which is better to prevent challenges in
public property management practices. Therefore, it is hoped that the study will have
comprehensive significance for the public hospital of Addis Ababa City Administration and
expects to contribute to indicate the magnitude and source of the problems, to identify
weaknesses to protect and clearing the unnecessary property from the health institution to form a
conducive environment for the patient, Organization employees, and other service providers, to
take corrective action for future property disposal practices. It can also assist top-level
management of institutions and policymakers in understanding the study findings to make the
right decisions, improve their property management and disposal systems to use them as an input
to maintain proper public property disposal management policies, and the research will be open

door to other researchers who want to study further in this or other similar areas.
1.6 Scope of the Study

Even though public health service-providing institutions in Addis Ababa are so many due to the
constraints of time, financial resources, and researcher ability to cover all institutions the study
bounded in Addis Ababa selected hospitals that are found under the city administration. There
are six government hospitals under the Addis Ababa City Administration, two of which were
selected for this study, which is 33.33 percent of the total. Due to this and other constraints, the
study focuses on the property disposal management practices public Hospital of Addis Ababa
City Administration that is found at the center of the city. Although there are many private and
public hospitals in Addis Ababa, it is not possible to include all public and private hospitals in the

study due to the shortcomings mentioned above.



1.7 Limitation of the Study

Most of the time, every researcher passes through different limitations, but the degree of the
limitations depends on the conditions that the researcher is involved in conducting the study. The
researcher did not incorporate other public and private hospitals of Ethiopia, limited two public
hospitals out of the six hospitals in Addis Ababa city administration and it was difficult to
generalize the findings as whole enter hospitals. Lack of appropriate materials and previous
studies in the area of public property disposal management practices was one of the major
constraints of this research. In addition, lack of finance was another limitation of this study that
hindered the researcher from an in-depth investigation into the issue.

1.8 Organization of the Study

This paper consists of five chapters with different sections and sub-sections. The first chapter
covered the study’s background, statement of the problems, a basic research question, and the
objective of the study, as well as the significance of the study, scope, limitations, and the
organization of the study. The second chapter, chapter two, contained a review of the related
literature relevant to the study. The research design and techniques are discussed in the following
chapter, chapter three, the methodology of the research. Data presentation, analysis, and
interpretation are all addressed in the fourth chapter. The fifth chapter contained a research
overview, a conclusion, and recommendations. Finally, at the end of the thesis paper, reference

materials and appendices are attached.



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This section reviews the literature related to the practices of public property disposal in public
health service-providing hospitals in Addis Ababa. This will be based on the research paper
objective that is meant to assess the current practices of public property disposal in selected
public hospitals of Addis Ababa. This chapter gives readers an overview of various areas of

previous and existing literature related to public property disposal practices.
2.2 Definition and Concepts

The Ethiopian federal procurement and property administration proclamation N0.649/2009
defines public property as any property of the federal government other than land and funds, and
disposal as the transfer of public property to another person by sale or other methods, or the act

of disposing of public property by burning or burying.

The process by which an organization decommissions its property is known as property disposal.
Disposal means “to position something in a suitable or acceptable position, or to place something
in a place where it is preserved after it has come to an end or ceased, or to be independent of
some things that are not needed.” Furthermore, it refers to the process of transferring property or
items to another person (natural or judicial) through sale or other ways, or the act of getting rid

of undesirable materials by disposing of (burning or burying) for monetary gain (Masaro, 2018).

A fixed asset is a tangible item that value is determined by a Government directive, that is in
operational use, and has a useful economic life of more than one year, such as furniture,
computers, buildings, roads, sewers, bridges, heavy equipment, vehicles, ships, and airplanes,
irrigation systems, dams, and similar items(MOFED, 2009). Any assets belonging to or under the
control of the government are categorized as public assets, which include moveable assets such

as inventory, immovable assets such as land and buildings, and live assets such as livestock.

Disposal: Asset disposal is the act of selling or discarding an asset, usually the long-term asset

that has been depreciated over its useful life, which suffered degradation or has been declared



obsolete and no longer provides economic benefit referred to as disposed of an asset

(Government of Jamaica Comprehensive Asset Management Policy for the Public Sector, 2020)

Public fund means any monetary resource appropriated to a public body from the City
Government treasury or aid grants credits put at the disposal of the public bodies by foreign
donors through the Government or internal revenue of the public body(BoFED, 2009).

Furniture, computers, heavy equipment, vehicles, ships and airplanes, buildings, roads, sewers,
bridges, irrigation systems, dams, and other tangible assets whose value is defined by a directive
to be issued by the Bureau, that is in operational use and has a useful economic life of more than

one year, are examples of fixed assets.

Life Time Approach means the effective management and control of public property by taking
into account all associated activities and costs. Namely, planning, acquisition, receipt, use,
maintenance, consumption or disposal or deletion of public property;

Definition of Medical Equipment: “Any instrument, apparatus, implement, machine, appliance,
implant, in vitro reagent or calibrator, software, material, or other comparable as well as related

article,” according to the definition of medical equipment.
2.2.1. Disposal of Medical Equipment

The hospital should establish Medical Equipment Disposal Committee to oversee the disposal of
all medical equipment that is no longer required by the hospital, including medical equipment.
Items may be disposed of when they are no longer required by the hospital, cannot be repaired,
or have reached the end of their useful lifespan. Obsolete items, that cannot be repaired or that
are not of use to the hospital should be removed and transferred to a storage area at the time of

the inventory and the formal disposal process should be started(Hospital & Initiative, 2017).

The capacity of Ethiopian health institutions to provide sufficient health care has been hindered
by the lack of proper medical equipment management. Only 72 percent of medical equipment in
Addis Ababa public hospitals is functioning, while in other hospitals in the region, the
percentage of functional equipment is close to 50 percent and poor equipment handling and
utilization, frequent power surges, the age of the equipment, a lack of operator training, a lack of

preventative maintenance, a lack of spare parts, a lack of maintenance capacity, and a lack of
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knowledge about complicated equipment are all contributing to the rising number of non-

functional equipment(Hospital & Initiative, 2017).

As Ethiopian healthcare expands and improves, and a growing number of sophisticated medical
devices are introduced, a system capable of supporting and maintaining these medical devices
must be in place. Medical Equipment Management in hospitals is essential for managing and
coordinating the medical equipment management cycle, which includes planning and assessing
needs, procurement, training, operation, maintenance, decommissioning, and disposal. FMOH
introduced the earlier Medical Equipment Management Guideline and attempted to implement it
in select public hospitals to achieve this medical equipment management (Hospital & Initiative,
2017).

2.2.2 Public Assets Management

From acquisition to disposition, public asset management is the process of maximizing value for
a property or portfolio of properties within the owner's declared objective and the goal of
property management is to maximize the value of a property (Builta, 1994). Asset management,
according to Kaganova, et al (2006) is the process of making and implementing decisions related
to the acquisition, management, and disposal of assets. Acquisition, utilization, and dispositions
are the major activities of private and government organization fixed asset management.
Specifically, these activities may include inventorying, valuation, portfolio review, financial
auditing, and asset reporting (Fernholz, 2007 cited Yaotai, 2011). The management of
Government Property is the process of decision making and implementation relating to the

acquisition, use, and disposition of real property (MoFED, 2007).

In the Public sector organization, fixed assets are not purchased or constructed for commercial
purposes except in government own enterprises. Rather, they are usually considered as an
economic resource and as a means by which government fulfills its goals and objective of
service delivery (Yaotai, 2011). The appropriate management of public property may determine
the overall organizational performance of fixed assets. Therefore, the major task of managing
public fixed assets is providing services for fulfilling government functions rather than having
cash flow or making fixed asset profits (Builta, 1994). Public fixed asset management is affected

by various factors, such as political influence, legal framework, regulation, organization
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arrangement administrative, and composition of stakeholders and these factors strongly affect
acquisition (like purchasing, transfer, and decentralization), ownership leasing, sales, and use of
public assets and responsibilities of management. Property management improves the efficiency
of using fixed assets (Yaotai, 2011).

2.3 Theoretical Review
2.3.1 Categories of disposing of property

The "disposal of assets is the removal of assets from use upon the completion of its useful life"
(Kodua Mensah, 2014). For that reason, disposal is any event getting rids of public property
through the law of the state, in creation, variation, and transfer to the state agency in needs of the
assets. Assets disposal is an option when an asset is no longer usable or becomes wasteful to
maintain or rehabilitate. An optimized decision-making tool is essential for arriving at an optimal

decision about assets rationalization (Ngwira and Manase, 2016).
2.3.1.1 Surplus Items

The surplus assets refer to tangible assets that have become surplus to the need of the provincial
government and other public sector institutions. These assets include office furniture and
equipment, computers, audio-visual equipment, marine and industrial equipment, lighting and

tools, vehicles, portable classrooms, and buildings (Columbia et al., 2016)

"Excess items are those materials that have no immediate use but have accumulated due to
improper planning, forecasting, and purchasing,” (Gopalakrishnan & Haleem, 2015) explains in
their handbook. Surplus is the state of an item when the stock is likely to last longer than the
reasonable period or when it is no longer required for the job for which it was purchased, but the
material is in good condition. Surplus stocks at a specific time include items, which are more
than requirements and may be consumed on a future date. Surplus materials are merely more
than what is needed while, obsolete materials are those which are not required at all due to

change in design, manufacturing process,"” etc.(Gopalakrishnan & Sundaresan, 2011)

Dobler & Burt (1996), Describes in his book the primary sources of surplus typically originate
from three primary sources 1) scrap and waste 2) surplus, obsolete, or damaged stock and 3)

surplus obsolete, or damaged equipment. Inventories are another primary source for generating a
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surplus. As he said, surplus from obsolete or damaged stocks is unreasonable to expect that soles
forecasting and planning will always is accurate. In case of over anticipation, material excesses

above actual requirements inevitably result.

Nair (1994), defines surplus materials as the state of items when the stock is likely to last longer
than a reasonable period or when it is no longer required for the job for which it was purchased.
He describes that surplus stock arises (a) When purchases are made in larger quantities than the
actual production requirements, (b) When buying bulk quantities is unavoidable because one's
requirements are too small for economic manufacturing by the supplier. (¢) When operations are
suddenly curtailed. (d) When there is a change in the specification or size (¢) when wrong items

have been purchased. (f) When a project is completed.

The common source of surplus materials are excessive sales forecasting and planning, changes
occur constantly in the designs and specifications of fast-moving technological products,
excessive forward buying, planned over buying and production represent and inventories are

another prime source for generating surpluses (Gopalakrishnan & Sundaresan, 2011).
2.3.1.2 Obsolete Items

Obsolete items are those items that have gone out of date because of various reasons, and cannot
be used economically and safely in a company. These items are those materials and equipment
which are not damaged, which are no longer useful for the institutions' operation, and which
have economic worth owning to many reasons. For example change in process and product line.
The most common reasons for the obsolescence in many institutions or organizations are the
sudden introduction of the new technology, rationalization, and changes in design, without
adequate preparation, communication, and planning. There also other reasons such as buying in
bulk, faulty forecasts, faulty store keeping, in the adequate application of preservatives,
inefficient material handling, improper codification are another common reasons for

obsolescence."(Gopalakrishnan & Haleem, 2015)

According to Dobler, (2001) surplus from obsolete or damaged equipment, all machine tools and
equipment at some point in their life become surplus for one of two primary reasons: - They wear
out, or they become technologically obsolete. On the other hand, the above writer describes that

surplus occurs in case of over anticipation, material excess above actual requirement inevitably
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result, change occurred constantly in the designs and specifications of the fast-moving
technological product, excessive forward buying is another common source of surpluses
materials, planned over buying and production. On the other hand, Gopalakrishnan &
Sundaresan (2011), list the reason for the generation and accumulation of obsolete, surplus, and
scrap materials as a change in product design, rationalization, cannibalization, faulty planning,

and purchasing.
2.3.1.3 Scrap Items

Scrap items are a type of disposable item that is typically attached to outdated or excess materials
and it is described as a byproduct of the production process that cannot be utilized economically
inside the company. Scrap material is defined as wasting, spoiling turning, and boring,
irreparable components of equipment (Nair, 1994). He lumps together scrap tools that wear out

over time and some break while in use.

When scrap is disposed of innovatively; it can provide an acceptable return to the company. A
compact disposal organization reporting to the material manager, a continual market survey on
the prices of various categories of scarp generated in the plant, and frequent contact with the
industries that generate scarp are all required for effective disposal(Gopalakrishnan &
Sundaresan, 2011)

2.3.2 Disposal of Unserviceable Properties

Unserviceable properties are those properties that are not performing a function for an
organization and required disposing of their location, typically they could be, surplus, obsolete,
scrap, excess, and waste items that should be removed by the premises of the organizations.
Disposal refers to the transferring of items or properties to another person by sale or other means,
or it is the act of getting rid of unwanted materials by burning or burying them for getting benefit
(Thai, 2009).In other words, it refers to" putting something into suitable or proper place, or
putting something in a place where it kept since using it is ceased, or to be free of something that
is not needed"(Tunnbul et al, 2010; Oxford University of the press, 2007, John Black, 2002). So
an unserviceable material that is unusable to an organization needs timely disposal from
promises of an organization. Furthermore, when the benefit of an old asset compared to the new

asset is less, and owning the new asset that can be exchanged saves time of service provision and
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has the highest efficiency, the government organization or institution can exchange an old asset
by the new similar or dissimilar asset and when properties are unserviceable and inefficient, or
when they expire, or they are surplus to requirement, or unfit for their purpose, it is better to
remove on time from their location(Warren et al, 2005; Granof, 2001).

2.3.3 Methods of property disposal

Return to the supplier, usage within the firm, direct sale to another firm, sale to a dealer or
broker, sale to an employee, donations to educational institutions/colleges, and some
combination of the former techniques are types of property or fixed asset disposal techniques
(Johnson,2011). Dobler& Burt (1996), on the other hand, describes seven methods for disposing
of surplus in his book: use within the firm, return to the supplier, and direct sale to another firm,
sale to a dealer or broker, sale to employees, donations to educational institutions, and some

combination of the preceding methods.
2.3.3.1. Use within the Firm

Use within the firm is always the most profitable form of property disposal. At a well-known
Multiplan Pump Company, a list describing the surplus materials and equipment available for
use within the firm are circulated to all division. For relatively the new equipment this type of
disposal realizes 100 percent of the original cost, whereas return to suppliers typically yields 80

to 90 percent of the original costs(Dobler, 1996).
2.3.3.2 Return to Suppliers

The surplus items that cannot be used within the firm, the return to supplier method of disposal
generally the next best method. Suppliers typically allow the return of both new and used
surpluses as a courtesy to a good account. Salable items that are returned from inventory are

traditionally accepted at original cost, less a nominal restocking charge(Dobler & Burt, 1996).
2.3.3.3 Selling to Other Firms

Sales of equipment to firms depend primarily on the condition of the equipment, pricing
consideration, and the availability of similar equipment from other sources. Surplus materials

and equipment sell directly to other organizations in some companies. Equipment sales made
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directly to a user typically result in a better price than sales made to dealers or brokers(Dobler,
1996).

2.3.3.4. Sales to Dealers and Brokers

The dealers and brokers of surplus referred to as "dealers” constitute an excellent outlet for
surplus materials. When a firm advertises surplus materials for sales, dealers often respond.
Transactions with dealers are usually where dealt with and most of the time they are for cash.
Surplus machine tool dealers, for example, operate in two ways by action, which usually
involves selling a plant‘s entire equipment inventory, or by the purchase of small lots(Dobler &
Burt, 1996).

2.3.3.5. Donation for Education Institution

Various engineering and technology institutions, schools, colleges, polytechnics, universities,
research centers, medical colleges, and scientific laboratories require various tools and
equipment for research. That's why many companies dispose of unwanted materials to academic
institutions as a good deed and to benefit from a tax break. Although recent tax laws have
reduced the tax benefits allowed for gifts to educational and other nonprofit institutions,

desirable benefits sometimes still exist (Dobler& Burt, 1996)
2.3.3.6. Selling to the Employees

Many organizations make it practices to sell both the products they manufacture and their
surpluses to their employees. If surpluses are the result of overstocking or obsolescence and the
items are in new or good condition, or if they are odds and ends of scrap desired by the do-it-
yourself employees, this can be a satisfactory method of disposal. On the other hand, if the
surpluses are not in fully satisfactory conditions, such sales regardless of their attractive prices
can create resentment in employees to ward their employers. Disposal of surplus, scrap, and
redundant property is to be made in a planned way to get maximum revenue or derive other

benefits to the organization (Dobler, 1996).
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2.3.4 Disposal Criteria

The responsible bodies will reduce stocks of surplus properties in the following categories will
be disposed of in the FAMS, according to Texas, (Fixed Asset Accounting and management
Manual, 2005).

Excess: - Fixed assets, often known as controlled properties, are assets that are no longer usable

or surplus but can still be serviced.

Obsolete: - Fixed assets or controllable items that no longer meet an organization's goal or
purpose and are also usable or serviceable.

Worn: - Fixed assets or controllable properties that are still operational but require a great deal

of maintenance or repair work, as well as skilled manpower to keep them that way.

Damage or Destroyed: - Fixed assets or controllable things that are no longer operable due to

damage or accident and require extensive repairs to bring them back into service.

Scrap: - Fixed assets or regulated goods that are no longer functional, inoperable, and have no

market worth beyond their fundamental material content.

Lost or stolen: - Fixed assets or regulated goods assigned to or acquired by an organization but

lost or stolen and thought to be unrecoverable.
2.3.5 Stages of Disposal of Goods and Equipment

There are different steps in the disposal of goods and equipment these are; 1) identification of
types of disposable stores: - surplus, obsolete, unserviceable, or scrap 2) categorization of items
as surplus, obsolete, etc. The standing disposal committee's consideration 4) inspection 5)
manner of disposal 6) reserve price fixation 7) approval of competent authority 8) evaluation of
the offers 9) accounting entries 10) the purchaser's removal of the disposed of stores and
disposal is essential in all settings where the concerned body is reluctant to throw away supplies,
such as disposable, which are seen as still functional and usable for a different purpose(Kodua
Mensah, 2014)
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2.3.6 Impacts of surplus Fixed Assets

When out-of-service items are held by an organization for an extended period and no timely
measures are taken, they are exposed to damage and may potentially represent a risk to humans
and the environment. Especially, those surplus fixed assets on which a huge amount of money
was invested will lose their value and become depreciated. This in turn reduces the return
expected from these assets if they are not disposed of on time Warren and Reeve, 2005,
Queensland Government Chief Procurement Office Department of Public Works, 2010 cited in
(Masaro, 2018). But on the other side, if health-sensitive materials like chemicals, medicines,
and food items that are out of use and should be removed on time are not disposed of promptly,
they may cause health problems on storehouse or warehouse workers, environment as well as

living things.

Moreover, the accumulation and unnecessarily owning unserviceable materials leads to
inefficient utilization of warehouse or storehouse spaces and shelving equipment’s because they
have been occupied and additional costs may be incurred to avail new spaces or equipment for
handling serviceable materials and throwing such assets away here and there, and putting in any
place for an extended period without responsibility and accountability, using such actions as a
means of removing unwanted materials, will affect the environment as a whole (Jones &White,
2008).

2.3.7. Benefits of Disposing Unserviceable property

Effectively managing and taking prompt measures on the growing quantity of no longer
serviceable materials reduces challenges to materials management officials and officers, makes it
possible to keep the safety and security of human beings as well as the environment (Macaulay et
al, 2001). In addition, removing unusable items in an environmentally friendly and fiscally
accountable way on time reduces work burden, and safety and security problems; and enables to
gain return and economically utilize spaces (MOFED, 2011; BOFED, 2011). Properly carrying
out disposal function on time in right and in a legal way without creating any harm to the
environment has its benefits. These might maximize space utilization, return, investment, and

reduce the work burden related to stocktaking, preservation, record keeping, and follow-up. In
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general, disposing of unserviceable assets on time economically enables to make the whole life

asset management function efficient, effective, and complete.
2.3.8 Reasons and Methods of disposal in the Ethiopian context

There are four commonly known reasons for the disposal of public property or fixed assets,
according to the federal government procurement and property management directive N0.9/2010
and other regulations. These are situations where an asset is no longer usable owing to age or an
accident, surplus, has become obsolete owing to technical progress and is no longer cost-

effective in terms of cost and time, or has been abandoned and lost.

Unserviceable: - due to different factors including normal usage of assets, old age, or accident,
the cost of repairing the asset might become much more expensive than the use. The public body
can drive out it in such case it becomes a rational decision to dispose of the asset instead of
incurring additional repair costs (MoFED, 2007).

Obsolete: - obsolescence of an item can happen due to several factors. An asset could become
obsolete due to technological change, may not fit with other assets in use, the output of the asset
might not be accepted by the end-user and similarly using the asset might not be economical in

terms of cost and time. Due to such reasons, the assets need to be disposed of (MoFED, 2007).

Surplus: - Even though an asset is in good working order and is not obsolete, the public body
may not use it right now, and other public bodies may require it in the future, making it more
cost-effective to dispose of the asset rather than keeping it and rendering it obsolete or
unserviceable(MoFED, 2007).

Abandoned Assets: - are assets in the custody of the police or a legal institution, or assets whose
owners are unknown or unable to meet a legal condition to become the final owner of the asset.
The public bodies that keep these assets are not using the item as fixed assets. Rather the assets
are held due to the normal course of operation of those public bodies(MoFED, 2007).

There are six alternative way of public property disposal methods, this could be disposal through
transferring to another institution as a gift, disposing of by sales, burning or burying, take part
and selling as spare parts, disposing as scrap, and by auctioned or auctioned it to the
public(MoFED, 2010)
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2.4 Empirical Review

Bwire( 2020)conducted a study on the assessment of factors affecting the practice of asset
disposal in public sector organizations. The study finding provided that insufficient budgeted
funds for the implementation of asset disposal, long procedure, records keeping, many
dependencies on the higher approving authority or government, or political interference in
procurement and disposal of asset and policies where statistical significance to the effective
disposal of asset practices. The study recommended that the public procuring entities should
have a procurement plan for disposal of an asset and enough budgeted funds for the disposal of
asset practices to ensure effective disposal and also there should be clear policies and procedures

that will aim to achieve value for money disposal.

Masaro's (2018), survey result revealed that the head, disposal committee, property
managements unit of public organization, as well as the regulatory body, have given less
attention to disposal function. As a result, a large number of no longer functional fixed assets
and stock goods have occupied storage areas and shelving equipment, and have been located
under the custody of government agencies due to inefficiency and ineffectiveness. According to
the findings, there is a significant skill and knowledge gap in property management policies and
procedures, therefore, the concerned body should train and capacitate employees on property
disposal policies and procedures, the disposal plan should be prepared and the head of each
public organization should support and follow up the accomplishment of the duty and there

should be corrective measure for long-lasting unserviceable assets.

Sisay (2017)conducted a study on the Assessment of Vehicles Disposal method in the case of the
Defense Vehicles Administration Service Department. The study's major goal was to evaluate
vehicle disposal methods (end-of-life vehicles) in the context of defense vehicle administration.
The study adopted the descriptive research design method. The data was collected from different
data sources. The study finding stated that inadequate training for employees; insufficient stores
and lack of knowledge to dispose of unused vehicles were some of the major problems of
disposing of vehicles. The study suggests that a proper assessment of training and development
needs to be undertaken and that training policies, guidelines, manuals, producers, and structures

be built to perform efficient unwanted vehicle disposal.
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Namusonge (2014) conducted research entitled Factors Affecting the Rate of Disposal Assets in
Public Sector Organization. Disposal of an asset in a public organization faces many challenges
including lack of procurement planning for asset disposal, the choice of methods of disposal
which appears to be long and complicated, and also the need to seek approval of disposing asset
from the higher authority. Based on the study findings it was concluded that all the independent
variables affect the dependent variable to large extent. According to the study's findings, disposal
rates in public sector organizations in the Yatta Sub-county were low, and procurement planning
for disposal processes was described as slow and cumbersome. The report advised that the public
sector organization within Yatta Sub-country should embrace stringent procurement planning for
disposal. They should follow the rules set out in the Public Procurement and Disposal Act and
Regulations, which require the formation of a disposal committee and allow departments from
mother ministries located in geographically dispersed areas to spearhead their disposal activities

rather than relying on a higher authority to approve disposal activities.

Teshome (2015) researched the Benefits and Challenges of Public property disposal practices on
a Federal level. The purposes of the study are to assess the benefits and challenges of public
property disposal practices at the federal level in the case of Addis Ababa. The study finding
stated that awareness in public property disposal procedures, fixed asset management
information system/documentation/ effective and efficient disposal service delivery, disposal of
ICT material Car batteries and tires, concern for public property and employees turnover, a poor
concern of the officials and awareness gap on public property administration have been
identified as the challenges of public disposal. The study recommended that to maximize the
benefit obtain from public asset disposal the PPA should provide detailed principles of the fixed
asset management process. The public property administration should empower to monitor and
take action for improper public property administration, there should be the proper storage and

planting cycling factories to minimize the risk arise from mishandling of ICT materials.

Ndosi ( 2013) researched the disposal of an asset in the Government Executive Agency in the
case of Tanzania Institution of Accountancy. The purpose of the study was to determine the
challenges associated with the disposal of an executive public asset in government agencies. The
study used a descriptive research design. The data was collected using primary and secondary

data sources. The findings of the study indicated that the Tanzania Institution of accountancy
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(TIA) has a high cost of managing disposal assets because assets become obsolete and due to
factors such as the waiting to accumulation of disposal items to reach the required level.
Attaining efficiency, effectiveness, and economy of disposal in public sector organization, the
researcher demonstrated that, unclear procedures on how the disposal of an asset should be
undertaken or unclear criteria for asset condemnation contributes to the factors affecting the
procuring entities to attain the effective practices of asset disposal. The research recommended
that disposal of the public asset should be guided by public law, not by the TIA internal policy.
The management should be able to decide and use different control methods like standardization
and variety reduction and there should be department communication and integration between

purchase personnel and stock keeper.
2.4.1. The Driving Forces for Efficient and Effective Public asset management

The major driving forces for efficient and effective public asset management includes(1) new
public management movement 2)demand of financial payoff from real asset management 3)
accounting reform and application of private-sector practices to government fixed asset
management (Kaganova et al 2006 cited in Yaotai, 2011).

Asset management development has been driven by external and internal factors. The external
factors are rooted in New Public Management (NPM) and include central government policies;
budgetary pressures; recognition of the financial payoff to better asset management; and
accounting reforms. The internal factors, on the other hand, are the problems associated with the
existing reactive approach to property management. Apart from NPM initiatives, commissioned
reports on asset management have also been instrumental in leveraging asset management

development. As a concept, asset management is strategic (Makaranga NGWIRA, 2015).
2.4.2. Public Property Management Practices

The Public asset management practice is not about following international guidelines, but it is
the realization of the need for an integrated process combined with different abilities and
specializations to deliver the required level of administrative purpose and aims with the available
resources( Yusoff et al, 2015). The Municipal Government and other public institutions have
only recently come to recognize and appreciate the significance and value of adopting asset

management practices. For instance, kaganova, et al (2006) cited in Makaranga NGWIRA, 2015)
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point out that only in the past two decades the regional government authorities have begun to

understand the full implication of managing their property assets.

Up until the late 1980s and before the adoption of asset management approaches to property
management, public authority focus on property management was principally targeted at those
responsible for managing properties. When camper it with associated regional public authority
relatively small group of staff organization machine and its associated range of activities. Only
recently have government, including regional authorities begun to realize the usefulness of
implementing broad policies that address the users as well as the managers of these assets. Such
a framework is typified by the asset management approach to managing property assets (
Kaganova, et al, 2006).

Asset management framework for the government authority organization assets helps to achieve
efficiency and effectiveness through increasing the efficient use of facilities; minimize operation
cost; locating offices and services in functional and not necessarily in prime areas; and by
knowing the highest and best use of assets amongst other benefits. One of the consequences of
not adopting an asset management approach for managing public organization property was that
the management of such properties tended to be fragmented ( Kaganova, et al, 2006). Such
fragmented management of property assets was made worse by a lack of public authority
organization-wide strategies, policies, and rules which are normally available where asset
management practices are in a place. In practical terms, fragmentation means that public
property was divided into multiple portfolios based on reasons unrelated to asset management
effectiveness or efficiency, and each portfolio was administered independently. Even if some
section of the public unit managed these properties well, the overall performance result of
property assets and management practices tended to be suboptimal. Furthermore, public
organizations encountered economic inefficiencies associated with the performance of their
property assets as a result of fragmented management. Physical and economic underutilization,
as well as inadequate maintenance and repair of public authority organization property assets,
were examples of inefficiencies. Furthermore, Public authorities could not readily exploit surplus
or underutilized property as there were no mechanisms to transfer property between committees
or to encourage the identification of surplus property disposal. This was due to a lack of an asset

management approach. The weaknesses that emerged as a result of the fragmented management
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manner in which Public authorities managed their property assets were compounded by some
specific problems. According to the Audit Commission report (1988a; 2000) cited in Makaranga
NGWIRA, (2015) these specific problems included: a) they couldn't make informed property
management judgments since they didn't have enough information about the property. b) Failure
to carry out regular property reviews which are necessary if the property is to be managed as a
dynamic rather than as a statics resource. c) There were no incentives for users to manage their
properties efficiently and effectively since they saw no value in submitting their underutilized
properties for disposal or use by other service areas. d) The opportunity costs of keeping property
were not recognized, resulting in property not being used to its full potential. e) There was a lack
of coordinated maintenance strategy resulting in maintenance budgets being used for what they
saw to be more pressing needs, with few public authorities carrying out a full condition survey of
building to assess the scale of their maintenance backlog. f) Lack of effective financial and
managerial procedures to aid proper accountability. g) Political apathy and opposition to change
property management practices. h) Lack of challenge of the need for owning property or did not

review how property services were organized and obtained.

On a Global scale, there are two groups in asset management practices in the public organization.
The first groups are those countries that are already designed and implemented advanced reform
in public asset management. These include Australia, New Zealand, the United Kingdom (UK),
and Canada. The other groups are those countries just starting to develop a system of public asset
management. A significant large number of the countries are categorized in the second camp.
The majority of them are being developed countries. Based on the study of developing countries
such as ex-socialist countries in Central and Eastern Europe (CEE) and the former centrally
organized countries, it has been argued that these countries suffer an increasing demand for
property management improvement at the state government level and this increasing demand is
because these countries have been rapidly transferring their public assets and decentralizing their
organizations (Muhammad Hanis, 2013).

Despite the strong public sector and service delivery significance, the issues of public asset
management practices are surprisingly similar in many different countries regardless of their
territorial and regional differences, institutional contexts, and policy and strategy differences
(Kaganova et al, 2006).
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Public asset management has not developed in a uniform way across the world. Australia, New
Zealand, and the UK lead the world in their development of public asset policy and practices in
large measure driven by strong national government direction; whereas like the USA, there has
not been this strong national policy direction the development of asset management tends to lag
behind these leading countries. Even where it is most advanced management is still in its
infancy, but there is a growing worldwide interest in it. In developing counties and countries in
transition, asset management is not-existent or at best in embryonic form with property decisions
made on an ad hoc basis rather than strategically (Kaganova and Nayyar-Stone, 2000 cited in
Phelps, 2009).

2.4.3. Public Property Asset Management Development Practices in New Zealand

The development of asset management in New Zealand was prompted by the need to tackle
the massive fiscal problems and an inefficient economy that was negatively affected by
extensive public authority involvement in economic activities. In response, the country has
since the 1980s undergone a period of far-reaching structural reforms aimed at improving
the internal efficiency of the economy while simultaneously bringing greater stability to the
macro economy (Worley, 2000 cited in Makaranga NGWIRA, 2015). Concerning the public
authority, reform was aimed at both reducing the role of government in the provision of goods
and services, and improving the efficiency of the Public authority. These reform measures also
influenced the development of asset management in local authorities. Worley (2000) states that
there were several key influences on the development of improved asset management practices
in government authority in New Zealand. These influences included legal reform in accounting
practices, the need to curb local authority organization spending, the requirement on the part of
public authorities to produce asset management plans, and technological changes.

Regarding legal reform of accounting practices; statutes were introduced requiring public bodies
including local authorities to adopt accrual accounting techniques as well as implementing
transparent and prudent financial management and long-term financial planning. These changes
in accounting practices contributed to asset management development as it became a statutory
requirement to recognize the depreciation and replacement of assets in the accounts. The growth
in local authority spending further spurred asset management development in New Zealand.

Changes in information technology also played a significant part in asset management
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development in the local authority in New Zealand. In particular, advances in information
systems enabled local authorities to collect and manage asset inventory information (Muhammad
Hasbi Hanis, 2013)

2.4.4. Public asset management Practices in Australia

Australia, on the other hand, has not implemented economic reforms to the degree that New
Zealand has. However, both federal and state governments have implemented strategies aimed at
securing gains in efficiency and productivity (Worley, 2000). In Australia, the asset management
concept was tied to local authorities. State asset management reform in Australia has derived
logically and consistently from broader reforms to increase the productivity and efficiency of
Australia‘s public sector and economy (Conway, 2006, p. 25). The need to strengthen domestic
competition and increase labor market flexibility has been a central, recurring theme of reforms.
This has applied equally to the economy as a whole and the government, leading to increased use
of market-type mechanisms in the public sector and a profound transformation of the Australian
public service. The need to make government more efficient and effective while strengthening its
financial position has been another important motivation, leading to a completely reformed
public budget process focused on outputs and outcomes, not inputs, and to progressively
implement private-sector financial accounting and reporting practices in the public organizations
Conway, 2006 cited in (Makaranga NGWIRA, 2015).

According to Meritic, (2006) cited in Phelps ( 2009) concluded that Australia and New Zealand
are representative of world best practices in public asset management. It remarks that New
Zealand has a holistic approach whereas Australia leads in advanced asset management
techniques. It confirms that consistent national practice is the single most important factor acting

as a stimulus to strengthening asset management in these countries.
2.4.5. Malaysian Public Sector Asset Management Practices

In the context of Malaysian asset management, the focus is mostly on building operations, which
includes maintenance, space management, user space requirements, and security management. It
also handles property management services such as valuation, purchase, and disposal, which are
typically associated with the creation of new structures. In terms of tenancy, the engagement of

public organizations is confined to the occupation of office space in private buildings (Mohd Isa,
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2000). In 2009 the Malaysian Government accepts and launched a Government Asset
Management policy. This outlined the direction and implementation of Government assets. The
concerned body is giving serious emphasis to asset management because large amounts of
money have been invested to provide various facilities to the nation. The objective of the
Government Asset Management policy is in line with the government’s effort to create first-class
maintenance culture, which following first-class infrastructure asset development that has been
and will be implemented in Malaysia (Yusof, 2013). The Total Asset Management Manual
(TAMM) is the Government Asset Management policy, which emphasizes the systematic and
holistic management of government property assets to achieve maximum asset benefits, and
outlines the strategies and principles of asset management application for every government
organization ( Wan Yusoff, 2015).

2.4.5Asset Management Planning

The Asset Management Planning concept is about planning for closing the identified service
level gap. The asset management planning process is crystallized into a formal documented plan
called a property asset management plan. A property Asset Management Plan (AMP) is defined
as ,a document that sets out the Asset Strategy to help determine which assets should be
acquired, renewed, improved, maintained, or disposed of. An asset management plan involves
developing integrated capital plans or strategies for closing the asset performance gap through
asset solutions (capital investment; asset maintenance; asset disposal; and workspace and
accommodation plans) or non-asset solutions (demand management options). An asset
management plan is then operationalized through the processes of strategy formulation, options
appraisal, and development of life cycle asset strategies, strategy implementation, and
monitoring and controlling of the implemented strategy ( NGWIRA, 2015)

2.5. Summary and Gaps to be filled by the study

On a global scale, there are two groups in public asset management practices in the public
organization. The first groups are those countries that are already designed and implemented
advanced reform in public asset management. The other groups are those countries just starting
to develop a system of public asset management. In most developing countries public property

management practices are still in their infancy or embryonic stage. Asset management is the
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process of making and implementing decisions related to acquisition, management, and disposal.
Property disposal is becoming a global concern as its impact cuts across every organization and
individual. Disposal is part of the property management cycle that starts with the initiation of the
process of disposing of unserviceable, obsolete, or surplus stores, other assets, and equipment
and ends when the disposal has been completed and accepted. Disposal refers to the transferring
of items or properties to another person by sale or other means.

According to the federal audit office major findings during the audit report during the property
registration week consultative forum on March 17, 2021, which is prepared by the public
procurement and property administration agency there is the various problem in the management
and disposal of public property and that require further work. By its nature, public hospitals are
different from other public service providing organizations because in public hospitals there are
hung amount of assets like medical equipment, chemicals medicine, and other properties so they
need proper management and disposal systems. At present, there is no available information that
describes the actual practices of handling and disposing of the public properties in the selected
hospitals of Addis Ababa. If there is no proper management of public properties, the mission and

the day-to-day activities of the hospital may not be going well.

According to the literature review, the researcher suggests the following gaps in the literature
review. i) There are limitations on research conducted concerning public property disposal
management practices and the researchers als