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ABSTRACT 

Background: The Expenditure Management and Control Program (E,MCP) is one of the 
.five sub-programs of the Civil Service Reform Program. The newly adopted budget 
reform is also one of the EMCPs launched by MoFZW, BoFED and DSA project in 7NRS 
in 2004 with the objective of designing reform ideas for improved and new .Iystems of 
budget management and control that can be used at the regional and woreda levels. Even 
though, there are considerable achievements registered in the reform implementation 
process there are still gaps because of external and internal factors affecting the 
effectiveness of the reform implementation process. 

Objectil'es: The general objective of this study is to examine the problems and challenges 
that affected the effectiveness of the budget reform implementation process. The specific 
objectives are, to assess the capacity of implementers, to examine degree of 
accountability, transparency, and responsibility of different organs ensured by the reform 
in budget process within the selected sectors. 
Methods: The research design implemented for this study is descriptive method, and the 
techniques of data collection were quantitative and qualitative data. The research area 
includes the budget Management Reform and challenges in its implementation in the 
BoANR, BoH, BoE and RRA of the region. The target population that this research tried 
to address comprised heads of the sectors, cost center heads and staff members having 
duties and responsibilities in budgeting and planning process of the sectors, the plan and 
budget department and focal person of the reform from BoFtD, Economic advisor of the 
regional government and speaker of regional council. The total number of participants 
was 90 and the response rate was (86.7%). the frequenCies of the responses were 
recorded, described and analyzed using summe,y tables. 

Results/Findings: In adequate remuneration and incentive problems resulting in high 
staff turnover. Low leader's attention and lack of clear and binding rules and regulations 
to each concerned bodies especially at cost center level resulting the problem of 
accountability and transparency in budget processing are found to be the basic problems 
and challenges affecting the implementation of the newly adopted Budget Management 
Reform in the region. 

Conclusion and Recommendations: 
In order 10 improve the current problems and challenges faced in the implementation of 
the reform, it calls political commitment and leaders attention on capacity building, and 
empowering the grassroot levels and each concerned bodies to play their role actively 
according to their duties and responsibilities in budget processing, 
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CHAPTER ONE 

1.1. Background of the Study 

There is a general consensus in developing countries that economic development is an 

urgent priority. However, the task to bring about this development has remained an elusive 

and difficult one. This is so partly due to inadequate financial resources and low level of 

investment in these countries. The financial resources are in scarce supply to meet ever­

increasing social and population growth. Therefore, in view of limited resources and 

increasing demands, there is a need to improve resource all ocation and utilization through 

introducing and properly implementing better budget management reform. 

In recent years, there has been a dramatic surge of interest in budgeting issues amongst 

governments, development agencies and the wider public. Governments are increasingl y 

realizing the importance of budget as a tool for achieving their objectives, particularly in 

area of poverty reduction . Countries with similar incomes and growth over the past three 

decades have seen significantly different impacts on poverty. These differences partly 

reflect divergences in the ability of governments to direct resources to activities that 

sUppOl1 the poor. This is compounded by variations in the efficacy of delivering pub li c 

services, especial ly basic social services, to the poor. The answer does not lie only in 

spending allocations the po li cy and institutional framework for expenditure 

management and service delivery is often of equal or greater importance ( MoFED,2 ) 

Ethiopia, being one of the poorest countries on earth characterized by lack of 

infrastructure , lack of ski ll ed work force , poor institutional arrangements, inadequate 

resources, highly dependent on external aid and loans and poor budget management 

system is currently undertaking a comprehensive reform process which needs ample 

investment, developed in frastructure local capacity and better budget management system. 

The country' s economy is predominantly agricultural with about 85% of the population 

being directly dependent on it for their livelihood. The sector contributes about 50% to the 

GDP, generates about 90% of export earnings and supplies about 70% of the count ry' s raw 
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material requirement for large and medium sized agro-based industries (PASDEP, 

2005/2006). Yet, however, the sector remains to be predominantly agrarian with low 

producti vit y. 

The government has taken vanous measures aimed at changing the structure of the 

economy and encouraging rapid economic development . Such measures include the 

adoption of poverty reduction strategy that is built on Agricu ltural Development Led 

Industrialization (ADLl), Justice System and Civil Service Reform and Capacity Bui ld ing. 

One from the fi ve components of the civil service reform is Expenditure Management and 

Control Program (EMCP) with the main objectives of to bring about institutional and 

structural changes in public expenditure management and to improve both its strategic and 

technical components. (FDRE, 1999). 

In the year 2003, the country was introduced the newly budget management reform 

nationwide by the government 's civil service reform program as one sub-program of 

EMCP with a general objective of bringing efficient and effective utili zation of resources to 

achieve the overall vision of economic development through improving capacity of the 

reform implementers, ensuring specific accountability within a cost center and ensuring the 

function and responsibility of different units in budget process and also by empower 

grassroots participation in budget management (MoFED, DSA, ) 

The refo rm changed the process and structure of budgeting within the country to improve 

decentrali zed budget management within a government body. The process is about how 

budget ing is done and the structure is what is done and there are several element s like a 

new chart of accounts, new budget classification new budget formats and BIS was 

included in the refo rm . 

In line with the TNRS civi l service reform program component pertaining to expenditure 

management and control program (EMCP), both the regional sectors including BoANR, 

Bo H, BoE and RRA have introduced the newl y adopted budget reform ca lled cost center 

base budget management reform in 2004 Various measures also being taken aimed at 

improving the reform practice. However, there are still a number of constraint s that need to 

be surmounted for enhancing the reform pertaining to the activities of the bureaus. 

2 

material requirement for large and medium sized agro-based industries (PASDEP, 

200512006) . Yet, however, the sector remains to be predominantly agrarian with low 

productivity. 

The government has taken varIOUS measures aimed at changing the structure of the 

economy and encouraging rapid economic development. Such measures include the 

adoption of povert y reduction strategy that is built on Agricultural Development Led 

Industriali zat ion (ADLl), Justice System and Civil Service Reform and Capacity Building. 

One from the five components of the civil service reform is Expenditure Management and 

Control Program (EMCP) with the main objecti ves of to bring about institutional and 

structural changes in public expenditure management and to improve both its strategic and 

technical components . (FDRE, 1999). 

In the year 2003, the country was introduced the newl y budget management reform 

nationwide by the government ' s civil service reform program as one sub-program of 

EMCP with a genera l objective of bringing efficient and effective utili zation of resources to 

achieve the overall vision of economic development through improvi ng capacity of the 

reform implementers, ensuring specific accountability within a cost center and ensuring the 

function and responsibility of different units in budget process and also by empower 

grassroots participation in budget management (MoFED, DSA, ) 

The reform changed the process and structure of budgeting within the country to improve 

decentralized budget management with in a government bod y. The process is about how 

budgeting is done and the structure is what is done and there are several elements like a 

new chart of accounts, new budget classification new budget formats and BIS was 

included in the reform . 

In line with the TNRS civi l service reform program component pertaining to expenditure 

management and control program (EMCP), both the regional sectors including BoANR, 

BoH, BoE and RRA have introduced the new ly adopted budget refo rm ca lled cost center 

base budget management reform in 2004 Various measures also being taken aimed at 

improving the reform practice. However, there are still a number of constraints that need to 

be surmounted for enhancing the reform pertaining to the activities of the bureaus. 

2 

material requirement for large and medium sized agro-based industries (PASDEP, 

200512006) . Yet, however, the sector remains to be predominantly agrarian with low 

productivity. 

The government has taken varIOUS measures aimed at changing the structure of the 

economy and encouraging rapid economic development. Such measures include the 

adoption of povert y reduction strategy that is built on Agricultural Development Led 

Industriali zat ion (ADLl), Justice System and Civil Service Reform and Capacity Building. 

One from the five components of the civil service reform is Expenditure Management and 

Control Program (EMCP) with the main objecti ves of to bring about institutional and 

structural changes in public expenditure management and to improve both its strategic and 

technical components . (FDRE, 1999). 

In the year 2003, the country was introduced the newl y budget management reform 

nationwide by the government ' s civil service reform program as one sub-program of 

EMCP with a genera l objective of bringing efficient and effective utili zation of resources to 

achieve the overall vision of economic development through improvi ng capacity of the 

reform implementers, ensuring specific accountability within a cost center and ensuring the 

function and responsibility of different units in budget process and also by empower 

grassroots participation in budget management (MoFED, DSA, ) 

The reform changed the process and structure of budgeting within the country to improve 

decentralized budget management with in a government bod y. The process is about how 

budgeting is done and the structure is what is done and there are several elements like a 

new chart of accounts, new budget classification new budget formats and BIS was 

included in the reform . 

In line with the TNRS civi l service reform program component pertaining to expenditure 

management and control program (EMCP), both the regional sectors including BoANR, 

BoH, BoE and RRA have introduced the new ly adopted budget refo rm ca lled cost center 

base budget management reform in 2004 Various measures also being taken aimed at 

improving the reform practice. However, there are still a number of constraints that need to 

be surmounted for enhancing the reform pertaining to the activities of the bureaus. 

2 



Therefore, this paper, hence, attempts to identify, assess and anal yze the constraints 

encountered by the selected bureaus during the period 2003/4-2007/8 and puts forward 

recommendations that help for enhancing the implementation of the reform . 

1.2. Statement of the problem 

Budget Management Reform (BMR) is becoming a widely accepted belief in developing 

countries as a means of effective and efficient utilization of resources to achieve a given 

objectives. However, there is no blue print for the implementation of budget reform in a 

country with limited capacity like Ethiopia where the reform is complex and involving a 

mix of procedural reforms and capacity building schemes (MoFED, 2005). 

The experience of different countries illustrates that decentrali zed budget management can 

provide more effective and relevant services and increases public sector responsibilities . 

However, if the grassroots levels are not provided with the capacity to manage their 

increased responsibilities and financial resources, decentralized budget management cou ld 

in fact lead to less transparency, could be less effective and efficient at grassroots level 

(Scheffer, 2005) 

The major purpose of the newl y adopted budget reform has aimed to replace the former 

centralized budget management system by decentralized budget management system with 

in the government sectors that provides effective and efficient utili zation of resources map 

with specific development plan at cost center level. This budget reform is well come as it 

brings decision- making down to the grass root level or cost center level within the 

sectors . However, even budget allocation system is changed from sector base to cost 

center base budgeting , managing of the allocated budget is still centralized in the selected 

sectors and have the prob lem of empowering different concerned units to play their role 

and responsibilities properly in budget processing Discussion held with concerned 

official s and experts of pertinent bureaus revea led the absence of any study to address any 

problem faced during the implementation of the reform in the region 
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The new budget reform plays a great role in proper utilization of given resources in the 

region . But the government interest, the practical implementation of the budget 

management approach is affected by many factors Therefore this study have tried , as 

much as possible to show the factors that are affecting the newl y introduced budget 

management reform practically among the four regional sectors found in TNRS. 

Understanding the main factors could enable to recommend solutions that mitigate the 

budget management disparities among government sectors . 

1.3. Objectives of the study 

General Objective 

One of the major means of strategies to promote development is the establishment of well 

budget processing and better budget management. This involves the processes of proper 

allocation ofresources among competing needs and an efficient utili zation of the available 

scarce resources. The main objectives of these processes are to establish resource 

allocation in accordance with government priorities and objectives and to bring about 

operational efficiency at each level of buugt:tary units by allocating budget to well defined 

programs and cost centers rather than allocating to overall activity of the sector which was 

traditional. These have been mostly achieved by political commitment, by enraging 

grassroots participation, wi llingness of concerned bodies to implement and by improving 

required material and personal capacity among implementers. However, there are several 

weaknesses in its implementation. This is basically because budget management has 

received limited attention by the regional government and sectors and it is not considered 

as the basic problem of development. 

The general objective of the study is to examine factors that affected the effectiveness of 

the newly adopted budget reform in BoANR, BoE, BoH and RRA ofTNRS and pinpoint 

the key challenges and problem areas that seek attention and improvement. 
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Specific Objective 

The study has the following specific objectives: 

.:. To examIne staffing and capacity of government organs to handle the 

reform, 

.:. To examine the extent of autonomy, power and responsibility devolved to 

concerned parties within the budget processing by the reform, 

.:. To examine how transparency is ensured by the reform in the region related 

with the budget processing and 

.:. To examine the degree of accountability ensured by the reform 

104. Research questions 

TNRS, like many other regions in the country, has encountered many problems related 

with the management of government budget. Thus to identify the core problem areas, the 

researcher has pinpointed the following the following basic research questions . 

:» Is there an adequate capacity among the implementers of the newly adopted 

budget management reform? 

:» To what extent is the autonomy and responsibility of concerned bodies 

exercised to fully implement the designed budget reform? 

:» Is the newly adopted budget reform ensuring transparency among different 

units in the budget processing? 

:» Is the reform ensuring accountability with clear mechanism of check and 

balance and consequences installed for what is performed? 
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1.5. Research Design and Methodology 

Research Methodology 

In this research, descriptive study is made to examine the performance of the newly 

adopted budget reform and factors affected the reform in TNRS . Detail description of the 

back ground and government structure of the study area related with legal frame work , 

profi le of the selected sectors and budget share of the selected sectors appears in chapter 

three. The research design, methodology used to select the sample sectors and 

respondents, type of data collection instruments, data collection procedures and method of 

analyzing data are described as follow. 

Research design 

This research was designed and based on two main sources the secondary data and 

primary data sources. Following the endorsement of research proposal, a set of research 

questions that help to probe issues related to current performance of the new budget 

reform and also problems and challenges affect to effecti veness of the reform for the 

sample sectors were set out. This was fo llowed by identification of possible secondary 

data sources and interviews with senior experts engaged in budget ing process from 

different sectors. Considering the limitation of resources (time and money) poss ibility of 

access and availability of data, only four big budgetary sectors these are BoANR, BoH, 

BoE and RRA from total popu lation of fourteen regional sectors are selected purposive ly 

with the criteria of their budget share from total budget of the region, share of programs 

and cost centers from the revised budget structure of the regional sectors and strategic 

weight given to those sectors by the regional government. 

Sample Size and Techniques 

The next step was the determination of the number of respondents from each sector. Since 

they are limited number of responsib le personnel under these sectors, total sample size of 
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90 respondents was selected for thi s study . 24 from BoANR, 31 from BoH, 22 from BoE 

and 13 from RRA were selected from each sector. Related with their position, 4 heads of 

the sectors (one from each sector), 54 head of cost centers (all cost center heads of the 

selected bureaus) , 4 plan and budget experts (one from each sector) , and 28 other experts 

who are involved frequently in the budgeting and financia l management of the sectors 

were purposively selected to fill up the questionnaire . 

Type of data and data coliection instruments 

In this study both quantitati ve and qualitative data were collected through primary and 

secondary data collection methods. 

a) Prima,-y data sources 

The research relied on primary data through questionnaire and interview wit h speaker of 

council and the economic advisor of the regional government and in-depth interview wit h 

the focal person of the reform and plan and budget department head of BoFED. Since it 

was believed that the respondents would ha ve a considerable difficulty in comprehending 

the questionnaire and interview in Engli sh language, in all cases data collection was made 

using Tigrigna language, as common language to all respondents. 

The questionnaire includes both c1ose- ended and open- ended questions designed to 

gather qualitative information. Through these instruments, it was possible to gather 

sufficient information needed for the study . Since the bureaus are located in Mekelle, both 

the inteLViews and questionnaires were carried out by the researcher himself 

Interview and in-depth Interview was administered with four key informants assumed to 

be more responsib le for budget management and have relevant knowledge in the ongoing 

newl y adopted budget reform in the regio n The interview and in-depth Interview with the 

entire key informants was administered taking a time gap of between one and one and half 

hours. 
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b) Secondary data sources 

Both qualitative and quantitative data were gathered through different data collection 

methods . Guidelines and manuals prepared by the regional BoFED and DSA for the newly 

adopted budget reform system were used in order to understand the nature of the budget 

reform. The budget management rules and regulations for the region were also used to 

have a general view for the study. 

Quantitative data were gathered from periodic reports and BlS/BDA of BoFED in order to 

know the source and spending patterns, the current situation of human resources related 

with trained and turnover rate of man power of the selected sectors . 

Various budget documents were used including annua l budget plans and budget execution 

reports from the year 2003/4 to 2007/8. In addition to these official documents, books, 

articles in journals, and working papers from RLDS documents center written by 

researchers, were reviewed. Internet websites were also used for the study. 

Qualitative data analysis was made after select ing and arranging information obtained 

through the stated tools . An attempt was made to present both qualitative and quantitative 

data using tab les and graphs. The analysis was made wit h verbal description and 

interpretation. 

Finally to draw conclusions, an attempt was made to link the qualitative data ana lysis with 

the quantitative data analysis. 

Two for interview that was one from regional council and one from regiona l government 

and also two for in-depth interview from BoFED were also selected purposively 

accordance with their duty, responsibility and involvements in the budgeting, planning and 

financial management of the region . In order to select those respondents (both for 

interview and questionnaire), informal discussions were made with all of the bureau 

heads, cost center heads of the selected sectors and focal person of the reform. 
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The first key interviewee was speaker of the house of representative of the region in order 

to gather information about the role of the regional counci l in budget appropriation and in 

check and balance of its performance. 

The second and third key informants were the focal person of the newly applied budget 

reform found in BoFED and budget and plan department head of the bureau. This is 

because BoFED is the only responsible body in the region in relation to planning, 

budgeting and financial management especially to lead and strengthen the newly adopted 

budget reform and who believe to have an overall view of the performance of budget 

reform and its implementation problems and thinking alternative solutions to be taken by 

the region and this in to consideration the researcher was used in-depth interview with 

those two informants. 

The fourth key informant was the economic advisor of the regional government in order to 

gather information about the role of the regional cabinet in budgeting process specially 

starting from approval to evaluation of budget to ensure that whether or not the cabinet is 

functional according to its responsibility . 

Data Analysis 

Percentage, ratios, graphs etc were used in the interpretation and analysis of quantitative 

data generated . 

1.6. Significance of the study 

This study is expected to provoke the regional policy makers, relevant experts, head of 

sectors, cost center heads, BoFED, government of the region to look the current 

performance of the newly adopted budget reform and its implementation problems to meet 

the anticipated development of the region Moreover, the research can bring information 

(used as input) that wi ll fill the gap between what is expected to happen and what is 

actually going on in the regional government bodies ' budget managment system. As a 
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result, the concerned officials of different government sectors and non- governmental 

sectors are expected to get knowledge and deal with the matter to upgrade the existing 

level of budget management. 

Thus, the finding of this research wi ll add some knowledge for the policy makers and 

practitioners of the regional budgeting system to analyze the impact of the existing 

decentralized budgeting process with in government bodies . 

Finally, the policy makers, practitioners and the academicians will benefit from the 

finding of this research. 

1. 7. Scope of the study 

Budget reform is a broad area of inquiry w hich includes revenue budget and expenditure 

budgeting reform However, to make the study manageable, the researcher has confined 

the study on ly to assess the implementation of expenditure budget management reform 

and factors affected the reform with in the four big regional sectors . 

However, it is believed that the result of the study will provide an insight in to the 

understandi ng of alleviating problems related to the context of the objectives of the study. 

1.8. Limitations of the study 

Though maximum effort has been made to keep the quality of the research output, it 

shou ld be noted that the research has faced the following limitations which might have 

some influence on the quality, accuracy and validity of the study. 

• Inadequate and unreliable secondary data from the public bodies cou ld have 

created inaccuracy in the significance of the interpretati on that forced the 

researcher to cross check with BIS and BOA of BoFEO. 
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• The absence of adequate documented information related with the man power 

resources within the selected bureaus was another problem . However, 

although time consuming, the researcher was able to collect sufficient 

information from BoFED . 

• From the side of respondents, there were delays to timely return the filled 

questionnaires . 

• Despite all these limitations that elongated the submission time of the work 

however, the researcher was able to overcome the problems by taking 

remedial actions that made the research a complete work . 

1.9. Organization of the Study 

This research is organized in to fi ve chapters . Chapter one contains the introductory part 

that presents back ground, objectives, research methodology, scope, significance and 

limitations of the study. Chapter two deals with series of related literature. Chapter three 

focu ses description of the region . Chapter four deals with the analysis of empirical 

finding related with the principle and current practice of the newly introduced budget 

reform Finally, the paper presents conclusion and possible recommendation in chapter 

fi ve . 
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CHAPTER TWO 

REVIEW OF RELATED LITERATURE 

2.1. Definition of budget 

Writers ha ve defined budget differently . Schaffer (2003) defined budget as the 

quantification of activity plans or strategic plan in monetary terms. It is also defined as a 

projection of future revenues and expenditures (Bland et ai, 1997) Budgets are defined 

also by Jones (2007) as requests by the execut ive of a sovereign government for authorit y 

from the legislature to impose tax and spend it. Therefore, in the context of local 

governments, budgets may be seen as requests by officers for the authority of the local 

council of pol iti cians. 

In management parlance, a budget is a plan expressed in monetary terms. A budget is an 

action plan for a specific period of time, covering all functions facets of an organization 

and containi ng targets to be achieved both in physical and financial terms which serve as 

important cri teria of performance. The term "budget" has been often used to denote a 

financial budget. A Financial budget is prepared from the physical action plan or the 

work plan, The resource requirement wi ll then be converted to financial terms when the 

time at whi ch each physical resource or facility could be worked out, taking into 

cons ideration the lead time needed to get the resource or facility in place. The term 

budget and budget ing are di fferent. Budget as explained earlier, is as action plan whil e 

budgeting covers the process of preparing the acti on plan in sufficient detail for specific 

operat ional period, culminating the financia l budget (Amdebrehan 2004) 

Budget represents the core element of any integrated loca l government fi nancial system. 

Local governments plan, implement and evaluate local government policies through the 

budget (Gianakis and Mc Cuem, 1999). 
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The term budget is used to mean a plan for financing an enterprise or government during a 

definite period which is prepared and submitted by a responsible execu ti ve to a 

representative body whose approval and authorization are necessary before the plan may 

be executed (H yde, 1992). The government budget represents a plan! forecast by the 

government of its expenditure and revenues for a specific period . 

It is the principal instrument by which government translates in to action the policies and 

programs set out in its development plans, and it plays a pivotal role in the financial 

management of the economy (Melesse, 2003) . At a minimum, a budget is used to contI:01 

financial transactions. However, pandy (1979) explained that in addition to controlling 

financial transactions, a budget should also be used as a management and planning tool. 

2.2. The Role of budget 

Budgeting could be conceived as a process for systematicall y related expenditure of fund s 

to accomplish planned objectives (Schick , 1992). Budgeting is not solely a matter of 

finance in the narrow sense. Rather it is an important part of government 's general 

economic policy. It is a strong instrument in implementing the long term, medium term, 

and annual administrative and development programs (MoFEO, 2003) . 

Budget ing invo lves different tasks on the expenditures and revenue sides of government 

finance . On the side of expenditure, it dea ls with the determination of the total size of the 

budget (ie. total amount of money for the year), the size of outlays on different functions 

and the mag nitude of outlays on various activities. On the revenue side, it in vo lves the 

determination of the size of overall revenue and foreign aid. Furthermore, budgeting also 

addresses the issue of the budget deficit (ie. the excess of out lays over domestic revenue) 

and it 's financing (Premachand, 1983). 

Premachand more substantiated the purposes of budget in terms of three aspects- as a tool 

of accountab ility and management, as an instrument of economic policy and as a type of 

legislation and politi cal exercise. Especiall y, budgeting as instrument of economic policy 
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has more important function . It indicates the direction of the economy and national 

growth, allocation and utili zation of resources . The other function of budget is to promote 

macroeconomic balance of the country through fisca l poli cy. 

2.3. Budget management 

The main concern of budget management (BM) is how to utili ze effectively and efficient ly 

public resources to meet the needs of the community in an equitabl e man ner. An important 

pali is the budgetary process . The key issues to be examined in assessing the quality of the 

budget process are degree of di sc ipline, efficiency in revenue mobili zat ion and extent of 

transparency, accountab ility and control in the tax system. 

The BM system refers to the structures and procedures through which decisions are made 

and implemented, regarding the allocation and management of public resources. These 

deci sio ns are made in the context of the an nual budget process . 

2.4. History of budget Management 

Budget management (BM) has been in exercise, in one form or another, for more than two 

mill en ni a, al though the terms of usage, in their present form, came in to being only toward 

the end of the twenti eth century, and their usage was extensively promoted by 

governments and international agencies alike to emphasize the growing importance of 

publ ic expenditures, their underl yi ng policies, the benefits and the costs they entail , and 

their im pl ications for overa ll financing , as well as their impact on fisca l sustai nability. 

Many of the elements that fo rmed part of the expenditure management systems in ancient 

monarchial regimes continue to thi s day, not merely because o f reliance on traditions and 

a re luctance to change them, but because of their enduring and viable contributions to the 

effectiveness of the system. A cursory examinatio n of the hi story of the system revea ls, 

however, that it changed over the years, and that it is continuing to change, in scope and in 

underl ying concepts, as well as the purposes to be served . Such a change is an integra l part 
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deliberately planned and consciously introduced, while some take place more as a 

reaction, it is necessary to examine whether the changes were in the right direction and 

whet her they have been adequate or whether more radical changes are indicated . 

The growth of government over the past century has been accompanied by considerable 

changes in the composition of public spend ing reflecting the changing perceptions of what 

the state should do . A centu ry ago, spending was mostly limited to the maintenance of law 

and order, external security, and to some very limited amount of government services and 

investment over the subsequent decades. The provision of government goods and services 

was extended considerably. In recent decades, however, real or exhaustive government 

spending did not grow much in most countries; in stead, especially cash spending often 

associated with social programs grew rapidly . Most of this increase resulted from explicit 

policy decisions. In more recent years, unemployment and demographic changes have also 

contributed to the growth of public spending. If current pol icies persist, the growth of 

social spending, including pensions and health expenditure, will continue and, together 

wit h the growing real interest burden on public debt in several countries, including 

Eth iopia, cou ld push public spending in unsustainable levels. (Vito Tanzi and Ldger Schak 

necht 2000, pp 23) 

The Budget Process 

Budget processes differ between countries. However, most budget processes have SIX 

generic iterative stages 

I. Policy review- an annual evaluation of the results of pub li c expenditure to inform the 

updating of policies and plans. This may take the form of an annual Public 

Expenditure Review or a legislative process involving reports to Parliament , or it may 

be more ad hoc . 
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2. Strategic planning-setting expenditure and deficit targets based on macroeconomIc 

projections - ideally over three to fi ve years. Within this framework , medium-term 

policy targets and expenditure priorities are specified. 

3. Budget preparation- submission and negotiation of ministry expenditure bids within 

budget guidelines, and expenditure limits circulated by the Mini stry of Finance. Thi s 

stage cu lminates in preparation of the budget by the Mini stry of Finance, and 

parliamentary review and legislati ve approval. 

4. Budget execution- when the budget appropriations are approved, resources may be 

released to the spending agencies to implement expenditure programs . Procedures for 

the release of funds are differing from country to country. In many developing 

countries, funds are released in equal installment s either monthl y or quarterly . 

5. Accounting and monitoring of expenditures and revenues- tracking the composi tion 

and level of revenue and expenditure over the year and monitoring the outputs of 

expenditure. 

6. Reporting and audit-the Auditor General reviews compliance with the budget, 

repol1ing in detail to the Public Accounts Committee, which advises Parliament and 

initiates corrective actions as necessary. 
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Figure2.1. the Budget Process 

Source DSA-BoFED, 2002 

The cycl ical aspect of the process is cruci al to its effecti ve operation. It is the qualit y of 

budget execution that g i ves meaning to the process of budget preparation. It is the strength 

of auditing which lends rigor to the process of execution and it is the qualit y of policy 

review that gives direction to strategic planning A weak link in the cycle will undermine 

the system as a whole. For this reason it is important to look at the cycle in its entirety 

when attempting to diagnose strengths and weaknesses. 
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Players in the budget process 

The precise organizational responsibilities will vary considerably. Nevertheless, three key 

relationships underpin the budget process as described below. 

• Between the legislature and the executive- In return for authority from the 

legislature to raise revenue and make expenditures, the executive is held 

responsible by Parliament for achieving the public expenditure management 

(PEM) objectives. Therefore, budgets must be passed by Parliament and audited 

accounts are typicall y scrutini zed by a Parliamentary Select Committee. 

• Be/ween the executive or Cabinet and the Minislly of Finance- The executive is 

responsible for developing a budget strategy and making the fiscal deci sions that 

underpin the budget. The Ministry of Finance supports the executive in promoting 

the three PEM objectives by providing advice on revenue and expenditure 

decisions, challenging the programmers and budgets of spending ministries and 

monitoring the use of resources to ensure consistency with the executive ' s budget. 

• Between the Minislly of Finance and spending ministries-The Ministry of Finance 

takes on a "guardian role" in ensuring that overal l expenditure of spending 

agencies is kept in line with the budget. It undertakes to provide a predictable flow 

of resources to spending ministries, who in return deli ver specified services within 

a given budget , wh ile consistently searching for ways to improve va lue for money. 

2.5. Budget Management Reform in Developing Countries 

2.5.1. Background 

In the earl y I 990s, developing countries in Africa began to focus on the improvement of 

public finance , particularly on budget and expenditure management reforms . Mainly as a 

response to concerns from the Donors Community, governments started to critical ly, 

review the existing systems and processes. As a response to inadequate and outdated 

systems, a recommendation was the introduction of integrated financial management 

system (FMS) along with the experience of developed countries in the 70s and 80s 
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(integration of different functions of public finance based on a uniform technical 

platform.) 

In recent years, there has been a dramatic rush of interest in BM issues amongst 

governments, development agencies and the wider publ ic. Governments are increasi ngly 

realizing the importance of public expenditure as a tool for achieving their object ives, 

particularly in the area of poverty reduction. Countries with simil ar incomes and growth 

over the past three decades have seen significantly di fferent impacts on poverty. These 

differences partly reflect di vergences in the abi lity of governments to direct resources to 

activities that support the poor. This is compounded by variations in the efficiency of 

delivering public services, especial ly basic social services, to the poor. The answer does 

not lie only in spending al locations the policy and institutional framework fo r 

expenditure management and service deli very, is often of equal or greater importance. 

As stated in the Guidelines of DFID, "in common with other development agencies, 

DFID now seeks to support development as far as possible through government actions 

and institutions". The British Government 's 1997 White Paper stated that, "where we 

ha ve contidence in the pol icies and budgetary allocation process and in the capacity for 

effective impl ementation in the partner government, we wi ll consider moving away from 

supporting specific projects to providing resources more strategically in support of 

sector-wide programmers or the economy as a whole". 

In most DFID partner countries, there are serious weaknesses in PEM . These serve to 

undermine the effectiveness of all poverty reduction measures, whether funded by 

development agencies or by government , and to limit the extent to which development 

agencies are able to move away from traditional project based support. Thus, DFID has 

a very strong interest in supporting PEM reform (Understanding and reforming public 

expenditure management DEFID GUIDE Line for public expenditure management 

Reform version I, 200 I) 
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2.5.2. Reasons fOJ' the need of budget management reform 

In the last decade or so , there has been a growing interest in the quality of public sector 

fin ancia l management in developing countri es. In the early years after the fall of the 

Berlin Wall in 1989, interest in the state was limited , but following the World Bank ' s 

Report (World Bank, 1997) , the role of the state has become increasingly prominent in 

deve lopment efforts, and particularly in the drive against poverty. 

"The new agenda recognized that, while there may be too much state intrusion in the 

economy, there was also oft en too little government capacity to make policy, perform 

basic ad min istrati ve functions, work with private partners, and ensure the provision of 

infra structure and public services." (Batley and Larbi, 2004) 

In 200 1, the UK 's Department fo r International Development (DFlD) issued its guide on 

publ ic expenditure management which noted that in " recent years, there has been a 

dramati c surge of interest in public expenditure issues amongst governments, 

development agencies and the wider public ." (DFlD, 200 1) 

One result of such influence has been the widespread acceptance in developing countries 

of a new set of objectives for publ ic sector BM. Traditionally, public sector BM aimed 

at avoiding wastage and extravagant spending, and especially , the loss of resources 

through possible fraud , irregu larity or improper spending. The rise of New Public 

Management , associated with neo- Ii berali sm, has significantly reduced the emphasis 

given to public financial management regularity and probity. The World Bank ' s 

Handbook (World Bank, 1998), for example, outlines the three main objecti ves of public 

sector BM as ensuring: 

• Aggregate fiscal discipline 

• Al location of resources in accordance wi th strategic priorities, and 

• Efficient and effective use of resources in the implementation of strategic priorities 
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In man y developing countries, a series of fundamental reforms have been encouraged 

and guided by the World Bank and the aid agencies. These organizat ions may have 

played an important role in encouraging the adoption of New Public Management type 

of reform s through their aid programs and related conditionality (Minogue, 2000). The 

need for these reforms arose, at least partly as a result of the change in perceived 

object ives for public sector financial management. Thus, for example, an fMF report on 

financial management in Anglophone Africa commented that "in several cases the lega l 

framework is largely oriented towards a compliance and control fr amework of line-item 

budgeting. (Lienert and Feridoun 2001. I I) 

2.5.3. Objectives of budget management reform 

According to common wealth secretariat 's guideline for BM reform, the objectives of 

public budget reform include 

1. For effective management of the co llection and expenditure of funds by 

governments. As societa l needs will inevitabl y be greater than the resources 

avail able to government, all pub li c resources must be used as efficient ly as 

possible with a minimum of government wastage. Efficient pub lic financial 

management is central to creating a relationship of mutual trust and shared 

consensus between government and citizens that is at the core of the development 

process . 

2. Reform of ineffective BM systems, processes and institutions in developing 

countries is criti cal to secure long-term economic success, to maximize the 

effici ent use of I imited public resources, to create the highest level of transparency 

and accountabi lit y in government finances and , most im portant ly, to generate more 

and better services for the citi zens of the country. 

3. Successful reform needs to take account of local conditions and should focus on 

both the process of reform ; (ie how to achieve the correct "enabling" 
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consensus between government and cit izens that is at the core of the development 

process . 

2. Reform of ineffective 8M systems, processes and institutions in developing 

countries is critical to secure long-term economic success, to maximize the 

efficient use of I imited public resources, to create the highest level of transparency 

and accountabi lit y in government finances and , most important ly, to generate more 

and better services for the citizens of the country. 

3. Successful reform needs to take account of local conditions and shou ld focus on 

both the process of reform; (i.e. how to achieve the correct "enabling" 
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environment) , and on substantive changes to the fi sca l framework, i.e. what to 

change. 

2.5.4. Challenges on budget management reform 

Despite high international investment and signifi cant domestic effort in reforms, BM 

systems in many developing and transition countries remain relatively weak . By contrast, 

most countries within the Organization for Economic Co-operation and Development 

(OECD) have succeeded in transforming rapidl y the quality of their BM systems. This 

suggests a correlation between a high quality of governance and achievement of 

successful BM outcomes. Yet, successful BM reform is also apparent in some low-income 

and transition countries without a high demonstrable standard of governance. The reforms 

in these countries are often slower and smaller scale than in developed countries, and the 

impact on BM outcomes is typically less pronounced, but reforms have still occurred . This 

suggests an unclear relationship between the qualit y of formal governance and the success 

of BM reform, which warrants closer attention. 

The importance of understanding the political economy of reform processes and the 

problems that political challenges present to these reforms is now better understood by 

donors and consultants invo lved in reforming BM and public administration. It is widely 

accepted that technical so lutions, w hich ignore pol itical realities, cannot lead to sustained 

reform success. However, there is little gu idance on how technical reform processes can 

become more 'politically astute ' in operational terms. Some attempts by donors have gone 

a long way to bringing politics into reform processes, but they remain unsatisfactory. 

One approach, dri ven by technical strategies, has high lighted the importance of politics by 

equating it with 'ownership ' . Nevertheless, the ri sk here is that reforms might be designed 

first and political commitment sought afterwards . Donors such as the UK Department for 

International Deve lopment (DFID) and the Swedish International Development Agency 

(SIDA) have been invest igating the political dimensions of reform processes more closely. 

They advocate a deeper understanding of political processes, including both the fo rmal 

and informal rul es of domestic systems. 
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system of the country included regions and recommended wide-ranging reforms in the 

expenditure and budget process . The recommendation comprises of the link of capita l and 

recurrent expenditures with common activity codes (program), introduced cost center 

budgeting, rationali ze planning and budgeting role, use of pub li c investment program to 

develop a li st projects (MOFED, DSA, 1998) 

Since 1997, the United States Government through USAID has been supporting public 

financial reform and fiscal decentrali zat ion in Ethiopia through Harvard University and 

DSA project.DSA project support for regional public finance management reform was 

piloted beginning in 2002 in the Southern Nations, Nationalities, and peoples Region 

(SNNPR), which at the time was the most up-to-date in its account and budget process . 

In 2004, Deve lopment Cooperation Ireland (DCI) joined USAlD in supporting the DSA, 

enabling rollout of the budget reform to TNRS and Amhara region and deepening the 

reform in SNNPRThe Netherlands Minister of Cooperation was also joined in supporting 

DSA, enabling national rollout of the budget, accounts and budget planning reform (USA 

Embassy NE WS, 2008) 

The budget reform being introduced under the government 's Civil Service Reform 

Program changes the process and structure of budgeting (DSA).According to DSA, the 

process is about how budgeting is done and structure is what is done . Process includes the 

introduction of a financ ial calendar to schedule the tasks of budgeting as well as a 

computer system that when eventually extended to all regional levels, will assist in the 

preparation and execution of the budget. And the structure is what is done and there are 

several elements : a new chart of accounts and budget classification system for coding 

budget transactions that total all costs for an activity and fit with the accounting system 

and new forms that si mplify and clarify budget preparation . 
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There are six key features of the newly adopted budget reform introduced under the Civil 

Service Reform Program: 

• A cost center budget 

• A significantl y revised chart of accounting 

• New formats for budget preparation and execution 

• New budget structure 

• New budget classification. 

• A financial calendar and 

• A computerized budget information system. 

2.6.2. The DSA's project strategy of the reform 

Proper sequencing of the financial reform is absol utely, critical to success. The project's 

strategy of financial management reform in terms of sequence and content was to get the 

financial transaction platform (budget, accounting, disbursement systems and their 

supporting computer systems) operating smoothl y to ensure effi cient financial control. An 

efficient transaction platform also provides the timely budget and accounts data for the 

policy/performance platform. The policy/performance platform has three objectives: 

1. To shape budgetary allocations by policy, 

2. To introduce accountability for financial resources and resu lt s, and 

3. To promote efficiency 

The DSA strategy BR accords wit h international best practice of sequencing budget 

reform The first sequence is to ensure efficient control, whi ch has been ach ieved by 

improving the transaction platform. Once effective control is established, the second 

sequence is to introduce management, which is efficiency and performance of allocation 

and this is being developed with the policy/performance platform as well as the legislative 

platform. At this stage in Ethiopia ' s financial reform it is not, appropriate to introduce the 
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third sequence of financial reform (p lann ing), which involves sophisticated program 

budgeting and full accrual accounting. 

The first step in the project's strategy of budget reform was to improve the transaction 

platform specificall y, to bring inputs of an activity together across the capital and 

recurrent budgets by cost center through a new budget c1assi fication and chart of accounts . 

Once the inputs of an activity aggregated, it is then possible to take the next step of 

specifying outputs and performance criteria annually and over the medium term . In 

accounts, the project assisted the government in clearing a six-year backlog to less than 

one year and reducing monthly expenditure reporting in regions to two months. The 

introduction of the modified-cash double-entry bookkeeping system combined wit h 

widespread training and automation has achieved these objectives. 

The project ' s approach to reform in Ethiopia has been to pilot a reform first and onl y roll 

it out to other jurisdictions once; the pilot has been well tested and improved upon, 

through experience. A second principle has been to develop reforms that can be used 

across jurisdict ions to promote coherence and integration . A third principle has been to 

empower government staff to do the reform and not substitute them wit h technical 

assistance staff. These are fundamental reforms and if they are to be sustained , 

government staff must manage them. The reforms have been piloted in the SNNP region ; 

and then ' cascaded ' to other regions (Civi l service reform program DSA project report : 

M-52, March 29, 2005 pp3) 

2.6.3. Vision of the Reform 

The vision of the reform was to create a public budget that is managed by transparent 

laws, directives a nd guidelines; acquire qualified human resource in the sector; create a 

modern , efficient , and accountable and result oriented financial management , and contro l 

system that will contribute to the economic development effort of the government. 
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2.6.4. Objectives of the Reform 

The main objective of the reform is to ensure effective and efficient utilization of resource 

within the region through improving the following specific objectives: 

1. Remove the strong separation between capital and recurrent budgeting to see a 

clear relation between the whole resource envelope and the desired out comes. 

In the past , there was a strong separation between capital and recurrent budgets . The two 

budgets were made separately and frequently there was little coordination between 

planning and budgeting agencies (former bureau of finance and Bureau of planning and 

economic development). One objective of the reform is to address this issue. 

2. Rationalize expenditures by type of budget (Capital and recurrent) 

Even where capital and recurrent budgets are concerned, it is not always the case that the 

capital budget contains only capital expenditures and that the recurrent budget contains on 

recurrent expenditures. Both budgets contain both type of expenditure. 

3. Map the budget in a consistent and adequate manner. 

A fundamental principle of thi s budget reform is that the budget must relate to the 

structure of the organization, which is responsible for the budget. "Thi s is often called 

mapping" the budget to the organization . In each public body there are specifi c parts of 

the organization responsible for budget execution. In the old system there was some times 

the case that departments called cost centers in a public body did not recei ved budget at 

all . In other cases budget was allocated to an over view set of activities rather than to the 

individual departments Icost centers responsible for the execution of the activity 

4. Ensuring the autonomy of different organs in their budget management 

Consi stent wit h Article 52 of the federal constitution of 1995, the modified constitution of 

TNRS has defined the power and functions of the state government of the region . The sub­

Article 1 of AJ1icie 47 stated the power and functions of the stated government as : "all 
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powers and functions not give n expressly to the federal government alone or concurrentl y 

to the federal government and the state government are reserved" (Article 47, 2002/03 .19). 

Consistent with this sub article, the state government of the region has a considerable 

degree of internal self rule, including the authorit y to rai se loca l revenue and administer its 

own budgets, formulate and execute economic and social deve lopment pla ns and 

strategies . 

Followi ng the declaration of the regional level decentral izat ion of budget reform, not onl y 

the region but also bureaus and cost centers of the regional bureaus were also autonomous 

to decide on the preparation, allocat ion, utili zat ion, and management of their budget to 

provide those development plans determined in the decentralized frame work. 

5. Ensuringjimctions and responsibilities ofdifferent concerned bodies in budget 

processing; 

In order to perform better budgeting process, di scharging the responsibiliti es among 

different level of government and unit s of the organi zation should be needed . And 

because of thi s, the reform also takes as one and key objectives to introduce and 

strength this system in the region with identify ing the responsibilities of each 

government level and units in the organization In the budgeting process of the region, 

there are di fferent parties invo lved including BoFEO, cabinet , regional council , head 

of the sector, heads of cost center, plan and budget department and employees with 

differe nt level of responsib ility and influence given by the reform and regio nal 

proclamation . 

According to the reform, preparation of the budget by sectors and cost centers in the 

region start s immediately after recei vi ng budget call from BoFEO. BoFEO prepares 

the first ceil ing (pre ceiling) for budgetary sectors and send s it along with the budget 

call to each of the regional bureaus in the form of block grant. Thi s pre ceiling serves 

as a basis for the bureaus to prepare their budget request and reviewing the an nual 
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plan The bureaus are required to prepare their annual plan and budget request at cost 

center level rather than sectoral level with the type of budget and based on detai l line 

item expenditures. And also the bureaus will investigate the budget request from cost 

centers, prioritize the budget and plan for those cost centers and submit to BoFED . 

The budget fo r the entire regIOn will be recommended by BoFED by compiling the 

budget requests of all sectors of the region . Approval of the reco mmended budget is 

also the responsib ility of the cabinet and it reviews the recommended budget submitted 

by BoFED and makes adjustments as needed and then vote for approval. 

Annual appropriation for the approved budget according to the reform and regiona l 

proclamation is the respons ibility o f council of people ' s representatives. That is to use 

public money from the consolidated fund requires a parliamentary appropriation which 

provides the legal authority to spend . 

The implementation part of the budget cycle executes the proclaimed budget public 

bodies are notifi ed by BoFED of their proclaimed budget in detail down to the line item 

of expenditure to each cost centers of the sectors using MEBEM N4 and KABAMA /4 

formats fo r recurrent and capital expenditures respecti vely. The budget is then 

implemented , and managed in terms of requests for adjustments and monitored those 

cost centers through financial and physical reports unlike the old system. 

In o ther words, the new budget system req ui res the regional sectors to prepare strategic 

plan (multi-year plan) and it s derivati ve annual plan. Each sub agencies/cost centers 

should first prepare it s annual plan and required budget to be discussed and reviewed by 

the management committee of the sector and continue to BoFED, cabinet and approved by 

the regiona l counci l can observed. 
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6. Ensuring transparency in the budget process 

Transparency should be measured through introducing clear legal frame work, 

empowering participation of concerned bodies according to the stated responsibilities, 

ensuring availability of information to different units of budgetary sectors and people and 

independent checks and balances of budget execution. Taking this in to consideration, the 

region has well established legal frame work governing its budget system as stated in 

chapter three below among di fferent bodies . In the same way to ensure transparency in 

budgeting process, the reform has stated responsibilities and roles of individual 

concerned bodies in the budget cycle portion to improve problems of the former system 

related with transparency . 

7. Ensuring specific accountability Jar use of/und 

Another weakness of the former/old system was the lack of specific accountability for 

funds especially among budgetary units . Another fundamental principle of good budgeting 

is that resources should be linked directly to accountability for inputs and outcomes. In 

other words, there should be one individual responsible for ensuring that all fund s are 

properly accounted for But accountability is not just something, which relates to 

accounting for finance. A budget holder should also be accountable for what the money 

he/she is responsib le for spending achieves . 

Therefore one of the objectives of the reform is to ensure specific accountability with in 

budgetary units : Sectors are accountab le for two layers that are to regional cabinet to report 

their performance and to their outreach branch! cost centers to empower grass root 

participation and to announce their appropriated budget. Cost centers are budgetary unit s 

within a sector and accountable to manage their budget and to report their performance to 

their sectors. Through the budget reform, both the above bodies are responsible to their 

respective organs-for efficient ly and effectively deli vering to maintain the quality of social , 

economic and infrastructural services that the community requires through better budget 
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management with in the region (BoFED budget reform manual Tigrigna version, 2002 12-

15). 

2.6.5. Preconditions for the effectiveness of the budget refol'm 

In order to achieve the above objecti ves, the program is working on seven intervention 

areas which help to address the capacit y building needs of lower level government body. 

The interventions area includes capaci ty building on: 

• Inst itutional/organizational rearrangement - based on cost centers 

• Manning/staffing and training 

• Political commitment. 

• Grass roots participation system 

• Empowering different units to play their role and responsib ilit y properly 

• Improving leaders attention 

• Introducing computerizi ng budget system. 

The new budget reform has two distinct features which have not been shown in the 

previous budget system. The first feature of the new budget system is the power to 

formulate budget not limited onl y to sector heads but sub agency/cost centers with in a 

sector are also empowered to prepare, manage and use their own budget. The second is its 

entirely different account structure and forms , new budget structure. In the new budget 

structure, account codes are supposed to be consistent, clear and easily understandable and 

determining the cost of services and how economically resources are used is possible. 

New budget calendar is also adopted in order to facil it ate improved budget plan. In the 

new budget calendar, not only government body is expected to prepare and provide its 

budget proposal with in the calendar but also the regional BoFED (bureau of Finance and 

Economic Development) it is also expected to notify the budget cei ling timely. 
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In general, the new budget ca lendar is prepared to provide government bodi es with 

sufficient time to make systematic preparation of budget plan, and to make the 

responsibility of different agencies in the budget process known. 

2.6.6. Budget Cycle in Tigray 

In TNRS, the budget cycle consists of eleven stages according to the reform . The stages in 

the cycle are the budget call , budget preparation, budget hearing, budget requesting, 

budget approval, budget appropriation, budget notifi cation, allocation , and budget 

implementation and budget reporting. Based on the DSA ' s working manual (2004 : 15), 

explanation of each the steps of budget cycle at regional is stated as fo ll ows 

Budget Call 

The Bureau of Finance and Economi c Development issues annual ca ll letter for recurrent 

and cap ital budget every year to different regional sectors and Woredas. Budget call in 

Tigray regio nal government has two stages. The firsl calf is made before the federal 

government grant ce iling to the region known as pre cei ling . The call wi ll be made by 

estimating the grant based on onl y the last year revenue and the foreign aid and loan based 

on the information available. The second stage of the cal l is when the actual grant from 

federal government is known. Here, the BOFED instructs the woreda government to 

prepare their budget based on the new actual budget ceiling . The budget call letter ma y 

include information about budget preparation calendar, principl es to be followed In 

preparing capital and recurrent budget, sector polices and priorities to be considered . 

Budget preparation 

Up on receiving the budget ca ll from BoFED, the Regional sectors at cost center le ve l 

governments are expected to prepare their capital and recurrent budget according to the 

estimated ceiling . But this budget is subject to adjustment or revision up on the 

notifi cation of the new actual ceiling. 
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The Rudget Request 

Budget request is the stage when cost centers in the regional sectors prepare and 

conso lidate at sector level the ir budget using the cei ling provided to them in the budget 

call and the information from annual budget. 

In thi s process, the cost centers have a task of preparing their own budget related with 

their annual plan and submit to the sector management committee. The management 

committee also adjusts their work plans to the budget ceiling according to the sectors work 

plan, determine the cost of act ivities in the work plan and complete the standard format to 

submit the budget request. 

Budget Hearing and Recommendation 

The BOFED appoints a committee to conduct budget hearing and analyze budgets fo r 

each public body. The budget hearing is an opportunity for officials from each publ ic body 

to present it s budget requests for the coming year. The designed committee, In 

consultatio n with senior officials of the BoFED, prepares a budget-hearing program. 

At the budget hearing, officials of the publi c body present budget requests for their sub 

agencies/cost centers and projects to the offices from the budget hearing committee. 

Budget expects with the BoFED provide statements and additional information to the 

budget hearing committee. During the budget hearing the officials and experts answer 

questions and provide any required information. 

The budget hearing committee reviews the request budget and checks : 

• Whether the budget request is prioritized according to government policies and the 

objectives of the public body . 

• Whether the budget request is within the ceiling provided. 
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After the budget hearing, the committee must determine a budget that it recommends and 

present it to the council for approval. 

Approval o/the budget 

Approval is the detailed review of the budget to ensure that it is In line with the 

government policy. The Regional council reviews the recommended budget and may 

approve the budget with or without adjustments . The recurrent and capital budget to be 

approved has to be balanced with the ceiling by its source. The budget will be approved 

for each cost centers of public bodies of the region. Additional budget, if any, has to be 

always approved by the regional council. Once the budget is approved by the council, 

there is no any other body empowered to adjust it. 

Budget appropriation 

Appropriation is the legal mandate to spend out of the consolidated fund It is the stage 

where the annual budget is legalized and proclamation is issued in Regional Negarit 

Gazeta . The budget proclamation has standardized contents that set out authorities and 

responsibilities of public bodies, the BOFED, and the council at each jurisdiction. While 

approval can and should be done by very detailed budget categories, appropriation may be 

more global. The two major parts of the proclamation are the appropriated budget and the 

approved budget . 

Budget Notification 

After a draft budget proclamation is presented to the regional council and appropriation is 

made by the house of representative, the BOFED prepares the budget notification from 

presents details of the offices recurrent and capital budget allocation at sub agency Icost 

center level by item of expenditure and source of finance and send to each government 

body with in a designed time by using relevant formats 
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Budget allocation 

Budget allocation is done by each sub agency/cost centers for both recurrent and capital 

budget using cash fl ow and other formats to provide them some flexibility in the 

utili zat ion of the authorized budget. Budget is allocated only once at the beginning of the 

fiscal year . Once BoFED approves the budget allocation, the respect ive office is bound to 

impl ement , what it indicated. Budget allocation forms are prepared and approved by 

BoFED and distributed after the approval of the allocation to disbursement section, budget 

department, the office itself and others so that they can act accordingly . 

The sub agency and public sectors have to prepare action plan and estimated monthly cash 

flo w that have to reach the budget and plan section and disbursement section before any 

disburse ment request is presented . 

Implementation of the Budget 

In the implementation stage the budget is managed in terms of request for adjustments 

(transfers) and monitored through financial and physical report s. Once the budget is 

proclaimed, expenditures are supposed not to exceed the approved budget. However, 

whatsoever properly formulated budget exist, the future may not be as expected . There 

may be situations which require adjustment of the budget. These adjustments are made in 

terms of transfer or additional budget. 

Budget transfer is made when the requesting office justifies that transfer of budget results 

in efficient utilization of resources. Such requests should be presented by the standard 

form signed by the head of the respect ive office and approved by BOFED. But transfers 

from operating expenditure to sa lary and allowances; and from capital budget to recurrent 

budget are not allowed . 

Additional budget may be provided by the regional government to the sectors when fund 

of additional source is recei ved. Additional source may be given also when there is a 

situation which forces a project to expend more than the approved budget or recurrent 
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budget. In this case, additional budget will be requested by the sectors. Therefore, 

additional budget will be allocated to the government bodies based on the priorities of the 

region and financial capacity of the region Such budget adjustments ha ve to be approved 

again by the regional council. 

Budget Control and Administration 

The responsibility of admini stering and cont rolling the budget lies mainly with the sub 

agencies and public bodies themselves . The sub agencies and public body have to register, 

bal ance and check if disbursements are as per the approved budget. BOFED is also 

responsible to register in the budget control form and check if di sbursement requests are 

according to the action plan and monthl y cash flo w plan, the approved budget and the 

financia l rules and regu lations of the BoFED. 

Reporting 

In order to follow up and monitor the proper implementation of the budget , there are 

regular (monthly, quarterly and yearl y) physical and tlnancial report s prepared by sub 

agencies to submit to their bureaus and the bureau to different respected 

parties(DSA,2003 ). 

2.6.7. The revised Budget Structure of government bodies in TNRS 

The budget structure of government sectors of TNRS is revised by the refo rm as follows 

to ensure it s objective of the reform (BoFED 2003). This are-

Jurisdiction base c/assijication- it is the classification of the regional government 

in to 34 rural woredas, and 12 urban woredas. 

2. Based on type of Budget- there are two types of budgets : recurrent and cap ital 

budget. Therefore expenditure budget of the region is also divided between these 

two categories. 
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3. Based on government jimctions- There are four functional classifications: 

Administrative and general service, Economic, social and other functions are the 

areas of functionalities . 

4. Based on sub-jimc/iollal classijications- Since it is cost center based budget 

allocation, the sub-functional budget classification is useful for preparing the 

whole of the government budget or conso lidate budget and accounts in detail and 

specifically . 

5 Based on public bodies- it can be principal public bodies (which directly report to 

MoFED and council o f people ' s representati ve or subsid iaries . The budget is 

classified and allocated to them directly through MoFED after appropriation by the 

regional council. 

6. Based on programs- programs exist with a public body. Each public body can 

have many programs; however each program can only exist in one public body. 

That means there is no over lapping of program in the region . 

7. Based on sub-agencies- Some public bodies have autonomous sub agencies called 

cost centers. Sub agencies! cost centers can have different programs and sub­

program and also can have projects In such away the budget is allocated directly 

to the sub-agencies . 

8. Based on projec/s- projects are the smallest unit of government program 

implementation part that managed only with the capital budget. They usually have 

a specific objective or set of objectives and definable out puts. They may be 

similar or different types . 
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9. Based on item of e.xpenditure-It is one component of expenditure budget which 

shows the line item inputs of the budget and is allocating to specific and different 

initiated item of expenditure. Currently it uses standard ized four digit code. 

10 Based on source of finance- there are four sources of finance in Ethiopia for 

expenditure, two of them are domestic sources (Treasury and retained earnings) 

and two are external sources (assistance and loans) . 

Figure2.2 . Budget Structure of government sectors ofTNRS-At regional level 
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2.6.8. The Scope of the Reform 
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At the start, the scope of the Ethiopian budget Management Reform based on the DSA 

project plan was: 
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I . The reform was designed to integrate all elements of publ ic sector budget 

manage ment and planning into a coherent framework, sequenced in a way that 

is compatible with the implementati on capacity of the different levels of 

government and 

2 . The reform was designed to work at all levels o f government: federa l, 

regional, zonal and weredas. 

2.6.9. Expected Outcomes from the reform 

The expected outcomes o f the newly adopted budget management reform of the region 

and as we ll as the nat ion were: 

1. A set of best practi ce guidelines or manual s which includes outp uts of the 

legal framework, directi ves and manuals of the budget ma nagement refo rm 

project. 

2. Improved and install ed a nationwide budget informati on system by use of 

modern technology and produce timely performance reports. 

3. A transparent, effecti ve, accounting and economicall y effi cient budget 

management system install ed . 

4 . Trained publi c finance staff at federal, regional and sub-regional level 

2.6, I 0 Achievements of the reform 

The expected outcomes o f the new ly adopted budget management reform of the region 

and as well as the nation were to ensure effecti ve and efficient ut ili zat ion of resources 

through 

./ Improving financial reporting - a new computerized Budget Management system 

(8I S) has been developed for the preparation o f the budget, and is continuously 

being introduced for use by federa l, regio nal , and sub-regional governments . A 

BI S is crit ical fo r a devolved state and decentrali zed budget management wi th in a 
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sector, so that the budgets from all budgetary units in the country as well as in the 

region can be consolidated for macro management processes. The computer 

syste m has severa l features : it operates in multiple local languages, it produces the 

budget notification, and it provides the baseline budget and adjusted budget for the 

di sbursement and accounting system (BOA). 

The project (OSA) has developed a significant upgrade of the BIS/BOA systems 

with introduction of the Integrated Budget Expenditure (IBX) incorporates and 

extends the functionality of the BIS,BOA systems and meets the international 

standard of an integrated management information system(IFMIS) . ffi EX will 

provide the government with the capacity to manage budget and accounts on a real 

time basis at all level of budgetary units . With this into consideration, the project 

was installed this software and given training to all government sectors of the 

regIon . 

,r Nation-wide consolidated budget and accounts-The budget classification system 

has been standardized across juri sdictions and with the automated budget and 

accounting system permits the rapid nation-wide consolidation of budgets and 

accounts . A key conditionality by the IMF is the preparation of a nation-wide 

conso lidated budget. A consolidated budget permits development partners who are 

moving to budget support to monitor sector allocations in both the budget and 

accounts. 

,r Development of more effective way to plan public resoUloccs in devolved 

budgetary unit- The characteristics of the former regional planning and budgeting 

system ha ve changed from sectoral to cost centers. Thi s single fa ct informs the 

need for and designed of, the budgeting reform . The budget structure has been 

designed in such away as to provide the linkage of capital and recurrent budget 

within specific program of the cost centers . 
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v' Restructuring of concerned organs to improve strong separation of the two 

expenditure budgets-Another part of the newly budget reform to remove the 

strong separatio n of capital and recurrent budget. This in to cons iderati on, as the 

researcher understands from the reform documents, the refo rm has removed thi s 

separation through merg ing BoF and BEDac to BoFE D by procl amation nQ 

256/200 I. The authorities and responsibilities that were given to the above fo rmer 

bureaus by procl amation nQ. and 411994 were given for newly reestabli shed 

Bo FED with the responsible department for the budget management ca ll ed budget 

and plan department with in the bu reau. In additi on to thi s, as the researc her 

understands from the new budget structure and B1 S, the reform has removed the 

strong separation through all ocating the whole resources envelop to specifi c 

outcome and specifi c program of the cost centers by restructuri ng budgetary uni t s 

at cost center leveL T his all indicates as the refo rm is the means of im proving the 

strong separation of the above two types o f expenditure budget to achieve a given 

assignments with in specific acti vity 

v' Development of training strategy-The project CDSA) has extensive experi ence in 

designi ng and implementi ng in-service tra ining in budget management. In 

September 1997 the project developed a program for deli vering in-service training 

in fin ancia l management. Thi s program was indorsed by the Prime Mi nister and 

the cabinet and additi ona l fu nding was provided to the project to implement the 

program . The project has developed comprehensive set of training material s which 

are based on the budget account ing procedure manuals. T he materia ls have been 

translated in to Amaregna, Oro mi ffa and Tigrig na. In add ition to thi s the project 

has trained 4 1,77 1 governme nt staffs including 3,507 trained staff members of 

TNRS 
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2.6.11. Definition of key terms 

>- Efficicncy- is a measure of how the budget management system is able to provide 

the target services with the cost below the plan or ach ieve more than the target 

pub li c service with the planed cost. It refers to minimization of the cost of inputs 

or maximization of the output which emanates from such inputs . 

>- Effectiveness- is a measure of how the budget management system is able to 

achieve the target public service with a balance between the annual expenditure 

and annual revenue or allocated budget (fu ll utilization of budget with out deficit). 

>- Transparency-is an arrangement in the budget management system which allows 

the involvement of the concerned parties and their voices being considered; and 

information is avai lable to them about the budget performance of the sectors and 

the region as a who le. 

>- Accountability-is an arrangement by which every budgetary unit or officials 

entrusted with the power decide or act in the spending and utilization of public 

budget to be asked for the outcome of their decision and to report their 

performance. 
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their specific programs and are on the approved list of revised budget structure 

issued by the reform. 

~ Capacity -The budget management reform entail the creation of new and model 

budget transactions and computerized budget management system . Therefore the 

reform demands relati vely trained manpower, sustained staff, employees with 

relevant educational level and professionali sm, and computerized budget 

management information system within each budget unit of government sectors . 

~ Budget information system (81S) - It is computerized information critical in a 

devolved state, so that the budgets from all jurisdictions in the country can 

consolidated for macro management purposes. It has several features: it operates in 

multiple local languages, it facilitates the preparation and production the annua l 

budget documents, it produces the budget notification, and it provides the base line 

budget and adjusted budget for the discernment accounting . 

Budget management reform is a crucial area of poverty alleviation in the region 

and in the country as a whole . The reform has many factors with having either 

negative or positive effect in its implementation like capacity of the reform 

implementers, roles and responsibilities of each concerned bodies III budget 

processing, degree of ensuring of accou ntability and transparency III budget 

management in the region used to determine the effect on the implementation the 

reform. The conceptua l framework or factors affected to implement the newly 

adopted budget reform is illustrated if figure below 
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CHAPTER THREE 

DesCI"iption of the study area 

3.1. TOPOGRAHY 

Tigray, w hose capital Mekelle, is the northernmost region of Ethiop ia extending from 12° 

15' to 14° SON latitude and from 36° 27 to 39° 59E longitude. It is bound in the north by 

Eretria, to the west by the Sudan and to the east and south by the Afar and Amhara 

regions of Et hiop ia . It covers a li ttle more than 80 thousand kmo, most of which are hi gh 

lands between 1500 and 3900 meters above sea leve l CBOFED, GIS) . 
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3.2. Government Structure of TNRS 

The council of Tigray Region National state is one of the regions of the country that were 

formed after the downfall of the Derg regime. It consists of fourteen regional government 

bureaus and three agencies at regional level and also seven administrative zones . From 

these Mekelle is a special zone which has its own council of people ' s representatives and a 

power to administer its own budget. However, the remaining six zones are extension of 

the region and they are region ' s expenditure assignment. There are 34 decentralized rural 

woredas and also II urban administrations having their council of people ' s representatives 

with full power and autonomy to administer their own budget. The regional state council 

is the highest administrative body of the region . The lowest administrative unit in the 

region is"Tabia" (formally known as "Kebelle"). 

3.3. POPULA nON 

Based on the population projection made by BoFED, the population of the region IS 

growing at the rate of 2.67% per annum. According to the figures received from the 

Central Statistical Agency (CSA) of Ethiopia published in 2007, Tigray has an estimated 

total population of 4,314,456 consisting of 2, 136,000 men and 2, 188,456 women. 

3,519,000 or 81 2% of the population are estimated to be rural inhabitants, while 816,000 

or 18 .8% are urban with an estimated area of 50,078 km2 (CSA, 2007). 

3.4. OVERVIEW OF SAMPLE SECTORS. 

Though the region has huge labor resources of the farmers , vast area that is potential for 

modern agriculture, potential water resources for irrigation development, 75% of the 

population is living below absolute poverty line (BoFED, 2003) 

Hence, strategic plan was prepared for 2003/4-2007/8 aimed at improving the living 

condition of the rural and urban population by increasing agricultural production and 

productivity as well as by minimizing unemployment. This strategic plan was part and 

parcel of the long term economic, political and social objectives intended to be achieved. 

The political objectives includes ensuring human and democratic rights, creating 
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opportunities that enable the people express their feelings freely and creating environment 

through which mass organizations and governmental institutions be institutionalized 

through the people ' s representati ves . Similarly, the economic objectives are designed to 

achieve fast economic growth that benefit all the people at different levels and improve 

bas ic socia l services (TNRS, 2003). 

This strategic plan had more emphasizing on the problems being observed and new 

policies and strategies developed to alleviate the deep rooted poverty of the region. The 

major focused in implementation of the strategic plan would be capacity building and it 

was planned to boost up the implementation capacity of all stakeholders, with the 

objective of attaining fast economic growth that benefits the people at all levels and aimed 

at achieving household based and market oriented agricultura l and industrial development. 

Based on this, the researcher was tried to see high light about the sensitivity of the selected 

sectors for regional development as a who le, how the regional government was seen them 

in the revised budget structure by the reform and their budget share during resource 

all ocation . 

a) Agriculture 

The total landmass of the region is estimated to be 53 thousand square kilometers, of 

which arable land accounts for about 10.8 thousand sq km and currently about 10 

thousand sq km is under cultivation. The population of the region is estimated to be about 

4.3 14,456, of which 81.2% are living in rural areas. The total households living in the 

rural areas are estimated to be 3,519,000 of which 30% are women headed household s. 

The average land holding of the farmers is estimated to be about 1.1 9 ha, though it varies 

from 0.5-0.9 ha in the highland areas to 2ha in the lowland parts of the region (BoANR, 

2003) 

Agricu ltu re is the backbone of the regional economy, which engages 90% of the working 

force of the reg ion and bases for the li velihood of the majority of the people in the region . 

However, the agricultural system of the region is very traditional and subsistent. Thus, as 

ind icated on regional gross domestic product estimation report of the region of2002/3, the 
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contribution o f the agricultural sector to the regional gross domestic product (RGDP) was 

only 59.9% and the annual growth rate of the sector was only 4.5%. This was below the 

average annual growth rate of the regional economy, which was 5.3%. Of the total 

contribution of the sector to the RGDP 36.26%, 1708% and 3.6% was generated from 

crop, li vestock and forests , respecti vely. 

The cu lti vated land of the region is very fragmented , less fertile and the farming system is 

very traditional. As the result, the average yield obtained is less than 7 quintal/ha . Of the 

total cultivated land of the region (about 10 thousand km sq) about 1,250 km sq is being 

culti vated by private investors and the remaining is cultivated by individual farmers .. 

Based on the yield trends taken from 2003/4-2007/8 the total agricu ltural crop production 

in the region was estimated to be 702,400 tons per year, with average yield of roughly 0.9 

tones/ha. On the other hand , the annual grain demand of the farmers for household food is 

estimated to be about 1,281 , 132 tones, which is lesser by 702,400 tones than the 

demanded. According to the recent estimates one household in the rura l areas to attain 

food security needs net annual produce of 17.5 quintal grains; however, the amount of 

harvest per year at present is roughly estimated to be 6.59 quintal, which covers onl y 

about 38% of annual fuud demand of the household . 

According to the report, the agricultural practice in the region is hig hl y dependent on 

rainfall and irrigation development is sti ll at its infant stage. Thus, the area under 

irrigation is estimated to be around 4773 ha, which is very small as compared to the 

potential of the region. In the last 10 years the regional government has taken irrigation 

development as priority to mitigate the effect of drought in the region . Accordingly, 46 

micro dams and river diversions that can irrigate 2763 ha and 568 ha of land, respect ively 

have been constructed and being effectual. In addition to these, efforts have been exerted 

to expand irrigation development in the region by developing ground water. Irrigation 

extension package has been developed and being introduced in the region since 1996/7 

production year. However, only 2805 ha of irrigab le land are cultivated under extension 

program, mainly due to limited capacity of both the farmers and development agents . 
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Though, level of input utilization is one of the major factors that determine productivity, 

the amount of inputs suppl ied to the region is found to be very small. For in stance, as 

compared to the total area covered with cereals the amount of improved seeds deli vered to 

the region covers only 1%. Major problems of the region related with sector are : 

• Low productivity of the agriculture sector. The agricultural system in the region is 

very subsistence which greatly relays up on traditional and cultural practices and 

greatly depends up on rainfall. 

• The agriculture system of the region is very vulnerable to drought. There is no 

clear water utili zation strategy that enable the farmers boost their production and 

. productivity. 

• As the result of sever environmental degradation the fertility of the soi l and water 

holding capacity is very low. 

• Though majority farmers possess livestock the benefits they get from these 

resources are very low. This is mainly due to lack of feed , poor breed, vet service 

and management. 

• Specialization and diversification that bases on comparative advantages of agro 

ecology is not yet introduced. Besides, the extension system was not house-hold 

based . 

• The approach of the research institution was not supportive to the farmer. The 

researches being undertaken were not based up on real problems that can improve 

the li ve lihood of the farmer. Furthermore, the capacity to undertake research and 

dis seminate high value crops is very limited . 

• Lack of marketing system that enable the farmers to sell their produce with 

reasonable price in their localities. The cooperatives which are supposed to play 

the role are very weak and due to poor road net work access to market is limited . 

• Off farm income and employment creating ability of other economic sectors is 

very limited . 
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Despite of the constraints there are also potentia ls that can create good opportunity for 

attaining fas t economic growt h. Basically, rural development is directly mean agricultural 

development. Hence, one potential opportunity for agricultural development is that almost 

a ll the farmers have got their own plot of land . This opportunity wi ll help to attain fast 

economic growth by introducing good pol icies and strategies and developing feasible 

programs that can increase the productivity of the farmers . In addition to th is, the existing 

arable land in the region is not fully utili zed . Therefore, farmers from areas frequently 

exposed to drought , which ha ve land scarcity and fertilit y problems can be transferred to 

areas yet not under cultivation . This will increase the productivity of the fa rmers and 

minimize the prob lem of food insecurity 

8 1.2% of the total population li ves in the rural area and the free labor of the farmer is great 

opportunity for development. So far the rural community is actively engaged in rural 

development activities with their labor and monitory terms . Hence, the limited budget 

intermingled with the free labor of the farmer wi ll create great opportunity to fully 

introd uce household based extension programs. Furthermore, the free labor of the farmer 

will also be great opportun ity to develop community roads, which is important to create 

access to market , enab le the farmer, get inputs in their loca liti es and develop basic 

infrastructures . 

The agricu ltural activi ty of the region is fully dependent up on rai nfall . As the result, the 

agricultura l product ion varies from year to year depending up on the situati on of rainfall 

and it frequently affected by drought. To all eviate this prob lem irrigation development is 

given high priority . Several studies indicate that the water resource potential of the region 

is very high and it is good opportunity for irrigation development. Available information 

indicates that the major water basins of Tekeze, Merb and Afar have around 8.2 billion 

meter cube annual runoff. However, so far the proportion of water being utilized for 

irrigation is estimated to onl y 6S million meter cube or 0.8% only. Similarly, of the total 

area of the region around 3000 kilometer square of land is found to be irrigab le land , of 

which currently only 40 ki lometer square or 1.3% is found to be under irrigation. 

Therefore, the 0ppollunity to tackle the problem of drought and food insecurity by 
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undertaking irrigation development programs and utilizing the avai lab le land is very 

promising or great. Especia ll y, to introduce the already desig ned household based 

extension programs, which is based on intensive water harvesting strategy at house hold 

level the water resource potential of the region is quite sufficient. 

Besides, the region has good potential of natural resources, especially incense and gums. 

This potential wit h proper management strategies will have signifi cant role in the overal l 

development activities of the region in two aspects . First , it can engage considerable 

number of farmers in incense and gum production and will be able to attain food security 

Second, it wil l contribute a lot in terms of generating foreign currency earnings to the 

country. 

The region has considerably large number of livestock resources ; therefore proving 

livestock feeding and management system is improved the benefits that can be obtained 

from thi s sector both at farmer and regional level wi ll be very high . Hence, in efforts 

exerted to bring a change in the li velihood of the farmers the contribution of li vestock will 

be very significant. Thus, these opportunities coupled with the efforts exerted to capaci tate 

the farmers wi ll bring about a real change in the future . 

b) Rural Roads 

As indicated on 2007/8 five years performance report of the region, of total area of the 

region the largest part is covered with mountain that makes the construction of rural roads 

very diffi cu lt. The total length of roads in the region is estimated to be about 4444 km, of 

which 1084 km is asphalt road , 1360 km is rural road and the remaining 2000 km IS 

community road . Excluding the community roads the road density of the region IS 

estimated to be 0.6 kmllOOO people or 44 kmll OOO square km. 

With regard to zonal picture of road density, it is found that Southern, Eastern and Central 

zones have better road density than Western part of the region . The road density of 

Southern, Eastern, Central and Western zones are found to be 65 .3 kmlI OOO, 64. 8 

kml IOOO, 52 kmllOOO and 20.9 kmll 000 square kilometer, respectivel y( BoFED, 2008). 
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As indicated above of the community roads (2000 km) is playing great role in the overall 

development process of the region by creating access to market , oppOltunity of getting 

inputs easily and facilitating the construction of schools, health facilities and water points. 

So far there are only 24 Tabias which have no access roads, otherwise the remaining are 

accessible eit her through the main road , rural roads or dry weather roads in the region . 

C) Education 

The number of primary schools which was only 680 in 2002/3 has increased to 1002 in 

2007/8, of which 619 are 1-4 and 363 are 5-8. Of the total number of primary schools in 

the same year in the region 806 180 .6%1 and 194 119.4%1 are found in rural and urban 

areas, respectively. With regard to secondary schools, in 2002/3 there were only 48 and it 

increased to 78 in 2007/8, of which 47 are 9-10 and 30 are 10-12. Thus, of the 34 rural 

weredas 33 have one lower secondary schoo l. Similarly, student population in primary 

schools 11-81 has increased from 588941 in 2002/3 to 879,422 in 2007/8. 

To improve the quality of education measures have been taken focusing on the major 

quality indicators like teacher student ratio, student class room ratio, student text book 

ratio and amount of expired periods. Accordingly, in 2007/8 student class room ratio in 1-

4, 5-8 and 9-12 were 1 58, 1 60 and 1 56, respectively. As compared to 2002/3 which 

wasl :6 1, I :63 and 159 st ill these have shown there is an improvement. Similarly, with 

regard to teacher student ratio in primary schools 11-81 it was I :50 in 2002/3 and it became 

I :60 in 2007/8. This indicates that the proportion of increment of students and teachers 

was not equivalent, thus the teacher student ratio has shown an increment. On the other 

hand, the teacher student ratio · in secondary schools in 200213 was est imated to be 1.46. 

However, it does not take the qualification and the standards of the existing teachers into 

account. Another quality indicator is text book student ratio, in 2007/8 in most of the 

primary schools the ratio was 1:2 and in secondary schools it was 1:3 which was below 

standard. 
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There are four higher education Colleges own by the regional government. These are 

Adwa Teachers Training College, Maichew Technique College, Abyiadi Teachers 

Training Co ll ege and Mekelle Teachers Training College. 

From 2003/4-2007/8 these Teachers Training College has trained 2178 teachers with 

diplo ma. This has contributed a lot in minimizing the problem of shortage of teachers in 

the region . Similarly, from 2003/4-2007/8 Maichew Technique College has trained a total 

of 498 trainees in automotive technology, building and manufacturing with advanced 

diploma. 

Abyiadi Teachers Training Co ll ege was being functional in 2000 and until 2007/8 the 

college has trained a total of 4667 teachers with diploma. Stalting from 2003/4 the 

capacity of the co ll ege has increased to 1600 students per year. Mekelle Teachers Training 

Co ll ege was estab li shed in 2002, since then until 2007/8 it produced 1920 teachers with 

diploma, . The major prob le m of these higher education institutions are, low 

implementation capacity which includes lack of qualified personnel and logistics suppl y. 

The main problems observed in education sector are low coverage and low quality of 

education which is manifested by the following major problems 

• Low teacher student, student text book and student class room ratio 

• Low education management capacity 

• Hig h illiteracy level 

The direction of the government in education sector is primaril y focused on qualit y 

insurance. Accordingly, the major expenditure of the government would be salary of 

teachers . Otherwise, construction cost of primary schools expected to be covered by 

community. Furthermore, in some areas the community has already started to cover salary 

of teachers as well . This indicates that covering salary of teachers as well will not fully be 

the respons ib ility of the government in the future. Hence, the in vo lvement of the 

community in terms of providing free labor and finance will be one major opportunity or 
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education which is manifested by the fo llowing major problems 
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The direction of the government in education sector is primari ly focused on quality 

insurance . Accordingly, the major expenditure of the government would be salary of 

teachers . Otherwise, constructi on cost of primary schools expected to be covered by 

community. Furthermore, in some areas the comm unity has already stal1ed to cover sa lary 

of teachers as we ll. This indicates that covering sa lary of teachers as well wi ll not fu ll y be 

the respons ibility of the government in the future . Hence, the involvement of the 

communit y in terms of providing free labor and finance will be one major opportunity or 
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force towards attaining the desired coverage and quality of educat ion. Besides, the 

invo lvement of private investors in education sector is going increasing from time to time. 

Thi s wi ll have positive impact towards attaining the regional object ives in two aspects ; 

first it will cont ribute a lot in terms of reduci ng the expenditure of the government. 

Secondly it wi ll contribute a lot towards achieving the desi red coverage and qualit y of 

education in the region. 

d) Health 

Ethiopia is one of the countries, which have poor health situation and ranked the last of all 

the developi ng countries. The incidence of morbidit y and mortalit y rat es are found to be 

very high. O f 1000 children born 112 died below the age o f one, of 1000 children under 

fi ve 187 died before the age of five and of 10000 mothers from 500-700 are died wit h 

cases related to deli very. The incidence of mortality in T NRS is not different from the 

national average . The mortality rate of ch ildren under one year is fo und to be 97 per 1000, 

of chi ldren under fi ve the mortality rate is 10 1 per 1000 and mortali ty rate of mothers is 

estimated to be 756 per 10000. 

The maj or cause of morbidity and death are found to be diseases that can easil y be 

prevented and malnutrition. Deep rooted pov~rty, increasing population pressure, 

recurrent natural calamit ies together with low educati on coverage, lack of potab le water, 

poor environmental sanitation and low basic health services are made the health situat ion 

in the region to very complicated . 

The new healt h poli cy deve loped recentl y aimed at giving better services to rural dwellers 

and the mai n strategy of the po li cy focuses on prevention. The strategy focuses on mother 

and children care, health education, environmental sanitation, controlling ep idemic 

di seases, improvement of quality and coverage of basic health services as well as 

estab li shment and expansion of health fac ilities and human resource deve lopment. 
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Communicable di seases and malnutrition problems are the major causes of health in the 

region. Accordingly, Malaria, TB, respiratory disorders, diarrhea and I-IIV/AlDS are 

among the ten top di seases. These di seases can be prevented via provision o f clean potable 

water, proper vector control , intensification of vacci nation programs, provision of hea lth 

education and by developing att itudinal changes. 

To expand quality primary hea lth services, construct ion of new hea lth infrastructures and 

maintenance of existing infrastructures are underway every year. According ly, the number 

of health infrastructures in 2002/3 was doubled in 2007/8. 

Due to the expansion of health infrastructures, primary health care coverage increased 

from 55% in 2003 /4 to about 75% in 2007/8. Thi s means about 25% of the total 

population has no accesses to health institutions wi th in the radius of 10,000km. Thi s 

indicates that still addit ional efforts needed to improve the existing health service 

coverage. 

Besides, the ex isting infrastructures are not equipped with the desired health professional , 

thi s problem is much more pronounced in higher health institutions. Thu s most of the 

institutions are rendering serv ices wit h very few health professionals . 

Of the total population of the region the proportion of mother's and children accounts for 

about 70%. This fraction of population is very vulnerable to diseases and does not get 

proper health care services, and they are very much exposed to incidence of illness and 

death's. The incidence of illness and death in the case of mothers is associated with 

pregnancy and maternity, while in the case of children is associated with communicabl e 

di seases that arise due to lack of vaccination, respiratory disorders, diarrhea and 

malnutriti on. 

The strategies for controlling malaria includes providing pre test and treatment by using 

voluntary health technicians Imefreyti hakayml, providing examination and treatment in 

health institu ti ons, spraying of chemicals in residential houses, undertaking control 
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measures on multiplication sites in selected areas and distribution of chemical treated bed 

nets. 

In the past several years annually 4-5 thousand people were reported to ha ve malaria and 

40% of them were verified to have malaria by examinations and annually 3-4 hundred 

thousand people gets treatment against malaria . 

Though, the efforts made and achievements attained so far are very encouraging, there are 

still problems that can curtai l the implementation of the designed strategies. These 

prob lems includes high cost of bed net, high payment for dressing the bed net with 

chemical , limited know-how of the professionals on vector control, low palticipation of 

other sectors and ineffectiveness of chloroqin. 

Major problems of the sector are low coverage and poor quality of health servi ces and this 

mainly due to 

• Low health professional population ratio 

• Uneven distribution of health institutions 

• Low administrative capacity of health services 

• Low supply of health equipment and medicine 

• Limited coverage of household based extension package program 

The direction of the regional government gives emphases to the introduction of household 

based extension program. This program focuses on prevention and the implementation 

cost of the program is expected to be very low. Besides, in the coming three to fi ve years 

government expenditure associated with construction of health infrastructure will be very 

low. Thus, the expenditure of the government will be at large salary of health professional 

and supply of medicine. On the other hand , to minimize the shortage of trained manpower, 

bureau of heath designed new strategy to use the existing hospitals as training centers, 

which will contribute a lot towards minimizi ng the gap of trained man power. [n addition 

to these, the participation of private investors in health sector is increasing from time to 
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time. The participation of private investors will have positive impact towards achieving 

the regional goals and objectives in two aspects . First , it will have impact on minimizing 

government expenditure on providing health services. Secondly, they will have 

contribution towards improving coverage and quali ty of health services by producing 

qualified man power and construction of health in frastructures . 

In the area of health care the priority was the implementation of the household based 

health extension package which will have significant contribution for IIlcreaslllg 

producti vity of the farm households . Hence fulfilling the required health personnel, 

equipments and medicines, construction of health posts wi ll be priorities . In education 

improvi ng the quality and coverage of education wi ll be area of focus . Accordingly, costs 

associated with fulfillment of the required number of teachers and provision of text books 

will have got priority. Trainings related with improving the productivity of the farmers 

will also be considered . Moreover training pertaining to small and micro institutions will 

also be a focus area in the urban areas. As indicated above, the above sectors are sti ll faced 

with criti cal problems and also not performed as the government needs . 

3.5. Share of programs and cost centers of the selected bureaus 

As the result of the adoption of the newly budget reform in TNRS, budget structure was 

revised in different programs and cost centers with the principle to those sectors consider 

as strategically prioritize by the government have high responsibility to improve 

economical and social development of the region having more programs and cost centers . 

The advantage of this cost centered budget allocation is to enhance planners and decision 

makers for information analysis and decision making. It gives information about 

comparing cost of two or more alternatives and to differentiate the priority on spending 

the budget. Budget is cost centered when it is allocated to the appropriate projects, sub 

agencies/cost centers and programs. 
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Table 3.1 Share of programs and cost centers of selected bureaus 

Name of Number of Number of sub % share of cost centers 

SIN bureaus(Public programs Agencies of each selected bureau 

sectors) (Cost centers) 

I BANR 6 15 12 .10 

2 BoE 4 13 IOA5 

3 BoH 6 19 15.32 

4 RRA 2 7 5.65 

5 Total for the 18 54 43.52 

selected sectors 

6 Total at Regional 58 124 -
level 

7 % age share of the 3 103 43 .55 100 

selected sectors 

Source BIS, BOFED, 2008 

As can be seen from in Table 3. 1 above, the selected bureaus ha ve the share of 18 or 

3 1.03% and 124 or 43 .55% of programs and cost centers respectivel y from the tota l 

programs and cost centers of the regional bureaus. This indicates that the selected bureaus 

have structured with high share of cost centers and programs as compared the other 

regiona l sectors. 

3.6 Budget share of the selected bureaus 

TNRS can address the real problem of it s community and recogmze the government 

policy through budget allocation. In the allocation process, those sectors which have got 

strategic priorit y with the assignment to all eviate poverty and improving infrast ructural 

problem in the region allocate much proportion of the regional budget. 

In order to check how much the selected key sectors are recognized by the region ' s 

budget allocation, the researcher has taken the amount of budget allocated to the four 

selected sectors namely BoANR, BoE, BoH and RRA. The data was taken from five 
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budget years (2003/4-2007/8) budget allocation experience that was start ed from the 

adoption of the new budget reform in the region . 

Table 3.2 Budget share of the selected bureaus (2004-2008) 

2003/4 2004/5 2005/6 200617 2007/S 

Amount %of Amount % of Amount %of Amount % of Amount 

Sectors in total in tota l In total in total In 

millions regional millions regional millions budget millions budget millions 

Birr budget Birr budget Birr Birr Birr Birr Birr 

BoANR 15.049 7 38.055 11.5 58 .105 14.8 67 .243 12.4 138.685 

BoH 44 .306 20.8 87.280 26.4 100.35 1 25 .6 70.230 13 53.548 

BoE 50.122 23.4 37. 151 11.2 54.429 13.9 57 .707 10.7 98.465 

RRA 16.529 7.8 45 .952 13.9 51.114 13 79.232 14.7 90. 353 

Total 212. 739 59 330.806 63 392.232 67.3 540.568 50.8 685.374 

Source: Aut hor's computation from SIS, S oFED, 2009. 

Table 3.2 shows that the selected bureaus take 59%, 63%, 67.3%, 50 .8% and 55 .6% in 

2003/4, 2004/5, 2005/6, 200617 and 2007/8 respectivel y from the total budget of the 

region . When we compare the selected bureau s, BoH took the hig hest share of the budget 

in three years from 2003 /4 to 2005/6 that account about 20.8%, 26,4% and 25 .6% of the 

tota l budget of the regional bureaus respecti vely except some decline in 200617 and 

2007/8 due to given more attention to BoANR by the regional government for supplying 

agricultural inputs, capacity building of the agricu ltural development workers and farmers 

and also to construct its bureau at region. BoANR also took almost constant proportion of 

the budget except some decline in the year 200617; RRA took 7%, 19%, 13%, 14.7% and 

13.2% of the total budget of the regional sectors respecti vely. Thi s gives us a clue on the 

regional government ' s area of priority that changes from time to time to address urgent 

regional problems. 

This reveals that the allocation of budget in the region was earmarked to the four majo r 

sectors who ha ve a li on ' s share in the regional budget intended towards capacity building 

programs through the expansion of different levels of educat ion, to promote healthy and 
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productive people through giving attention to expand different level of hea lth institutions, 

to improve agricultural productivity and expansion of communication through improving 

rural roads in the region 

3.7. Legal and procedural basis of budget management in the region 

Budget is the tool through which resource is allocated and Macro-economy frame work is 

managed . Therefore, it needs the legal basis which all ocates duties and responsibilities to 

public bodies and controll ing agencies of the government. 

The legal basis of budget allocation should enforce mainl y the system of revenue 

generation, source of budget, appropriation, and expenditure mechanisms. It is assigning 

the responsibilities and duties that the public bodies accomplish. 

As mentioned above the publication of budget in the country goes back to 1945EC, but the 

consistence, avai labi lity and planning activities are not strong and clearly publicized. This 

paper tried to see the process from 1990s, or post-1999. 

In 2004, the amended and updated the financial proclamation was issued . Following the 

constitution ar1icle 55 sub- article I ofFDRE, it authorizes the government to pass laws on 

different activities of the country. As of this general legal back ground, proclamation No 

57/1 996 concludes the budget system of the region, under financial administration of 

Ethiopia . The sub-articles which articulate the budgeting system are stated as fo llows 

Article IS of proc No 57/1 996; formu lating and ceiling of the budget , which stated about 

the formats for budget submission and the annual ceiling and the criteria on which budget 

submission are to be based on, also it concludes the preparation of public in vestment 

program by BOFED. [n article 16 of the proclamation, budget approval and notification is 

issued, that the budget is approved by counci l of people's representatives. The budget 

transfer is permitted between recurrent and capital, but not between capital and recurrent 

(artic le 17) The possibility of budget transfer with in public bodies is put under article 18, 
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The lega l basis of budget allocation shou ld enforce mainly the system of revenue 
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the responsibilities and duties that the public bodies accomp li sh. 

As mentioned above the publicati on of budget in the country goes back to 1945EC, but the 

consistence, avail abi li ty and planning activities are not strong and clearly publi cized. This 

paper tried to see the process from 1990s, or post-1 999. 

In 2004, the amended and updated the financial proclamation was issued . Following the 

constitution aI1icle 55 sub- article I ofFDRE, it authorizes the government to pass laws on 

different activities of the country. As of this genera l legal back ground, proclamation No 

5711996 concludes the budget system of the region, under financial administration of 

Et hiopia . The sub-articles w hich articulate the budgeting system are stated as follows : 

Article 15 of proc No 5711996; formulating and cei ling of the budget , which stated about 

the formats fo r budget submission and the annual ceiling and the criteria on whi ch budget 

subm ission are to be based on, also it concludes the preparation of public investment 

program by BOFED. In artic le 16 of the proclamation, budget approval and notifi cation is 

issued, that the budget is approved by counci l of people ' s representatives . The budget 

transfer is permitted between recurrent and cap ital, but not between capital and recurre nt 

(article 17) The possibi lity of budget transfer with in public bodies is put under aI1icle 18, 
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and the BOFED may delegate to heads of public bodies the power to transfer fu nds with in 

recurrent or with in capital expenditures. 

In article 19 of the proc, the regional cabinet au thorized the possibility of transferring 

fund s from the capital budget of one public body to the capital budget of another public 

body. Article 20 is about the transfer of emergency expenditu re which may be funded 

from the provision of unforeseen expenses, with the approva l of regional cabinet. The 

supplementary budget can be authorized by counci l of the region on the approval of 

regional cabinet and is issued under article 21 . Article 22 of the proclamation stated about 

delay in budget approval. When the budget is not approved before the beginning of the 

fiscal year, BoFED may continue to disburse funds on the basis of last year 's approved 

capital and recurrent budget. 

In addition to the proclamation, further detail of the financial administration is issued in 

regu lation prepared by BOFED, (reg. No 1711997) This regulation mainly includes 

responsibi lities of BOFED to prepare a fi scal plan, and also to formulate and distribute 

directi ves that give further details of government 's financial polices in all areas covered by 

the regulations. In article .18 of the regulation, head s of public bodies are required to 

maintain a register of appropriations, allocations and authorized transfers fo r each budget 

head and sub head and for each project; and they are also required to provide information 

to BOFED to enable central control over budgetary funds 

Article 23 of the proclamation describes as individual head of budgetary sectors are 

accountable and have a responsibility to implement the financial management according 

the stated articles of the regional proclamation . 

Article 74 of the proclamation describes also the financial reporting system of the regional 

governments are required to correspond with those of the federal government, and to 

conform to any reporting requirements of the counci l of ministers. BOFED is required to 

provide guidance and support to the regional governments to establish and maintain their 

financia l reporting systems. 
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The regional governments are also required to provide regular reports to MOFED on 

revenues and expenditures, cash balance, outstanding debt and their performance against 

objectives using formats determined by MOFED. 

MOFED is required to prepare consolidated financ ial reports for regional governments 

and submit those reports to the council of ministers . 

MOFED is also required to maintain records of financial transfers and transactions 

between the regional and federal governments (Revised budget working manual, DSA, 

2007; 6-8) 
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CHAPTER FOUR 

Data Presentation and Analysis 

4.1. Characteristics of respondents 

Thi s part of the study focuses on the characteristics of respondents se lected from the four 

governmental bureaus of the region who have a role in the implementation of the newly 

adopted budget reform namely BoANR, BoE,BoH and RRA. The characteristics of all the 

respondents was tabulated in terms of the position they held in the respecti ve bureaus, the 

number of serv ice years they rendered , their level of education and sex as shown below. 

Tahlc4.1 the Distribution and some Characteristics of Respondents, 
,.-

Position of respondents Service year Level of education Sex 

Name of expert Cost 1·lead Total 5-10 II and Degree Diplo 12 

organizat center orthe above & above ma com Male 

ion head sector plete 

BoANR 5 15 I 21 7 14 19 2 - 14 
~-----

_. 
8 19 I 28 9 19 25 3 20 BoH -

- SoE 5 13 I 19 4 15 16 3 - 15 

RRA 2 7 I 10 I 9 8 2 - 8 

Total 20 54 4 78 2t 57 68 10 - 57 

Source: Authors own survey 2009 

As indicated in the Tab le above, there are all from the mentioned bureaus.57 or 73% of 

them are males and the rest 21 or 27% are females It is possible to see that the proportion 

of females is very minimal whi ch reflects the prevai ling low participation of females in 

the planning and budget management affairs of the region As shows in the same Table, 

the plan and budget affairs of the region are decided mainl y by those degree holders (87% ) 

and some diploma holders (13%) Regarding the service year of the respondents 73% of 

respondent s have II and above year. From the above data, it is possib le to conclude that 

the region wi ll ha ve more access to advanced qual ifi ed people for the future . 
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4.2. Budget utilization of the selected bureaus 

Good financial management system and processes for tracking resources utilization are 

essential for budgetary sectors to make effective and efficient use of their resources . 

Taking this into consideration the one and major goal of the new budget reform is to 

ensure efficient and effective use of resource map with reference to the development plan 

of the region . 

However, as illustrated in Table 4.2, the total budget approved for recurrent budget from 

2003 /4-2007/8 budget years to BoANR, BoE, BoH and RRA was Birr 58,813 ,920 Birr 

64,962,254 Birr 90,962,254 Birr 105,730,000 and 107,850,299 respectively and the 

adjusted budget for these years was increased to Birr 67,806,667 Birr 78,850,280, Birr 

106,503 ,036, Birr 109, 13 7,814 and Birr 118,685,375. The actual expenditure for 2003/4-

2007/8 budget years was Birr 57,845 ,205 Birr 65,280,484Birr 89,384,612 Birr 92,964,121 

and Birr 97,682,888 which is 85%,82.7%,83.9%,85%,and 82% of the adjusted budget in 

five years respectively. The total unused budget in the five fiscal years by the four 

selected bureaus was Birr 77,825,862 which is an average of 16 .2% of the adjusted budget. 

To compare their share of unused budget among these sectors, the share of unused budget 

by BoH is 20 .9%, 21.9%, 10%, 12%. BoE had the share of unused budget of 11.5%, 

16 .5%, 22%, 14%, and 14.2% in 2003 /4, 2004/5 , 2005/6 , 200617 and 2007/8 respectively . 

f ;owever, the remain sectors (BoANR and RRA) are characterized with having unutilized 

budget below the above two sectors. 

As indicated on 3.4 of chapter three, for these sectors having many development problems 

especially related with shortage of professional isms and operational cost need more 

recurrent budget, this huge amount of unused budget occurred in the five fiscal years is 

suffered for the region From the above finding, the researcher concluded that , there was a 

problem of budget approval especially on the supplementary phase by the government 

with out evaluating the begging approved budget and faced for the existed in effective and 

inefficient utilization of their recurrent budget by the sectors. 
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Table 4.2. Recurrent budget allocation and util.ization of the selected bureaus (2003/4-

200718» 

Request Approved Adjusted Actual 
Year Sector budget Birr budget budget Birr expenditure Balance 

Birr Birr Birr 
2003/4 BoANR 12,780,876 5,789,000 7.841 ,551 7,643, 134 198,417 

BoH 97,876,678 29 , 123,534 32,052,40 I 25 ,346,400 6,706,001 
BoE 54,987,345 2 1,709,000 25 ,453 ,933 22,627,653 2,826,280 
RRA 7,435,675 2, 192,386 2,458 .782 2,228,0 18 230,764 
Sub Total 173,080574 58,813,920 67806,667 57,845205 9,961,462 

2004/5 BoANR 14,657,786 6,790,254 8, 115,300 7,59 1,846 523,454 
BoH 87,453,324 27,453,000 33,202,758 25,94 1,0 10 7,26 1,748 
BoE 67,453,000 28 ,739,000 34,629,222 28 ,9 13,640 5,715,582 
RRA 5,343,254 1,980,000 2,903 ,000 2,833,988 69,002 
Sub Total 174,907364 64,962,254 78,850,280 65,280,484 13,569,796 

2005/6 BoNR 13 ,657,900 10,887,524 12,342,706 11, 183,95 1 1, 158,755 
BoH 95,764,006 3 1,009,324 34,890,477 3 1,380,024 3,5 10,453 
BoE 9 1,765,234 45 ,846,000 56, 100,384 43 ,72 1,662 12,378,722 
RRA 6,345 ,222 2,340,900 3, 169,496 3,098,975 70,52 1 
Sub Total 207,532,362 90,962,254 106,503,063 89,384,612 17, 11 8,424 

200617 BoANR 15,654,345 14,980,079 15,820,000 11 ,567,968 8,747,968 
BoH 96,254,666 36,780,000 37,632,44 1 33 , 188, 180 4,444 ,26 1 
BoE 87,345,333 50,782,532 52,397,658 45 ,018,936 7,378,722 
RRA 6,546,700 3, 187,389 3,287,7 15 3, 189,03 7 98 ,678 
Sub Total 209 ,801,044 105,730,000 109, 137,8 14 92,964,121 16,173,693 

200718 BoANR 14,765,333 15,000,890 17,944,657 13,607, 123 4,337 ,534 
BoH 98 ,555,859 39,654,900 42 ,623, 127 32,560,837 10,062,290 
BoE 90,543,800 48 ,905,509 53,227,485 45,656,9 12 7,570,573 
RRA 6,780,745 3,789,000 4,840,106 3,808,016 32 1,090 
Sub total 210,645,737 107,350,299 118,635,375 97,682,888 21,002,487 
Grand- 971,967,084 336,856,473 480,983,172 403,557,310 77,825,862 
Total 

So ul'Ce : Own survey from BoFED (B IS)-2009 

The same problem was faced in the approval and utili zat ion of capital budget in the 

region . As clearl y stated in Table 4 .3 below, the total allocated capital budget fro m 

2003/4-2007/8 for the se lected bureaus was Birr 29,802,565 , Birr 78, 199,000, Birr 

93 ,443 ,600, Birr 66, 177,888 and Birr 147, 120,000 while the adjusted budget was 

increased to Birr 48 , 198,558, Birr1 30, 054, 246, Birr 157,496, 195, Birr 165,274,7 12 and 

Birr 263,365,338 respecti vely of the adjusted budget through budget transfer and 

appropriated supplementary budget. The actual expenditure for 2003 /4-2007/8 budget 
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years was Birr 32,889,5 15 Birr 114,On,693 ,Birr 122,424,595, Birr 135 ,647,315 and Birr 

233 ,466,779 which is 68 .2%,87 .7%,77.7%,82%,and 88 .8% of the adjusted budget in fi ve 

years respect ively. The total unused budget in the five fi scal years by the four selected 

bureaus was Birr 125,436,402 which is an average of 16.4% of the adjusted budget. To 

compare among these sectors, the share of unutili zed capital budget in BoNR 

is26.2%, 12 .6%, 19.2%, 20.6%, 114%, in BoH 23 .3%,26.7%, 63 .8%, 18.8%, and 42%. In 

BoE 7 1%, 193%, 294%,84.7and 24% , in RRA 0.7%, 2.3%, 1.7%,0. 1% and 0.3% in 

these five fiscal years. As indicated the above data, BoH , BoE and BoANR have the 

share of huge unused budget within these five fiscal years . 

However, as stated in 34 of chapter three, these sectors have critical infrastructure deficit 

and havi ng serious focused on the regional strategic plan to minimize these problems, this 

huge amount of unused budget occurred in the fi ve fiscal years is also suffered for the 

regional development. From this data the researcher concluded that there is the problem of 

ensuring effecti ve and efficient utili zation of resources as the reform needed . 
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Table 4.3 Capita l budget allocat ion and ut il ization of the selected Bureaus (2003/4-2007/8) 

Request Approved Adjusted Actual 
Year Sector budget Birr budget Birr budget Birr expend iture Balance Birr 

Birr 
200314 BoANR 13,700,900 4,765,000 7,207,400 5,316,909 1,890,491 

BaH 45 ,000,000 8,324,000 12,253,492 9,402,188 2,851,304 
BoE 31 ,987.678 7,000,565 14,667,666 4,204 ,671 10,462,995 
RRA 71 ,896.000 9,713,000 14,070,000 13,965,747 104,253 
Sub 58,804,784 29,802,565 48,198,558 32,889,515 15,309,043 
Total 

2004/5 BoANR 87,999,524 19,000,000 30,406,700 26,577,718 3,828,982 
BaH 8,908,655 2,000,000 3,947,990 2,893,810 1,054 ,180 
BoE 109,987,232 27,866,000 52,650,512 42,494,557 10, 155,955 
RRA 120,675,242 29,333,000 43 ,049,044 42,106,608 942,436 
Sub 327,570,653 78,199,000 130,054,246 11 4,072,693 15,981,553 
Total 

2005/6 BoANR 90,000,444 28 ,000,760 45 ,762, 112 36,982, 112 8,780,000 
BaH 51 ,845,563 4,777,900 19,538,482 7,079 ,682 12,458,800 
BoE 98 ,565,234 25 ,777,000 44 ,251 ,029 31 ,250,029 13,000,800 
RRA 93,000,456 34,888,000 47,944,572 47 , 112,572 832,000 
Sub 333,411,467 93,443,600 157,496,195 122,424,595 35,071,600 
Total 

200617 BoANR 10 1,752,000 22 ,666,000 5 1,422,960 40,828,025 10,600,935 
BaH 59,655,345 9,231 ,888 20 ,074,840 16,294,840 3,780,000 
BoE 35,877,565 1,500,000 17,832,340 2,7 19,813 15, 112,527 
RRA 154,783,000 32,780,000 75 ,944,572 75 ,810,637 133,935 
Sub 352,067,910 66,177,888 165,274,712 135,647,315 29,627,397 
Total 

200718 BoANR 205 ,783,000 79,000,000 120,739,96 1 106,934,760 13,805,20 I 
BaH 19,666,098 4,120,000 11,924,499 6,924,199 5,000,300 
BoE 87,583,000 21 ,000,000 43 , 188,000 32,824,232 10,363,768 
RRA 134,000,999 43 ,000,000 87,512,878 87,235 ,368 277,510 
Sub 447,033,097 147,120,000 263,365,338 233,466,779 29,446,779 
total 

1,518,887,911 414,143,113 764,389,079 638,952,677 125,436,402 
Grand-
Total 

Source: Author' s survey from BoFED (BTS)-2009 

Although the goal of the reform is to ensure effective and efficient utilization of resources 

map with reference to the development plan of the region, the above data in Tab le 4.2 and 

Table 4.3 shows that there is high amount of difference between approved , adjusted and 

utili zed budget. This indicates also that there was a problem of resource allocation and 

utilization in the region as the reform needs . 
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According to the above data and evidences recei ved from docu ments, the reform was 

welcomed by the regional government, the budget structure is revised as the reform 

needed, BIS was installed to all pub lic sectors and training was g iven related with the 

reform as well as related with BIS and IB EX to all concerned bodies at the beginning. In 

add ition to this, starting w ith the new budget management reform (2004), budget 

allocation is decentrali zed to cost center level in all government sectors included the 

sa mpled sectors. 

However, as indicated in 3.4 of chapter three, even the region has faced with crit ica l 

development problems those demands more recurrent and capital resources especiall y 

with those strategicall y prioritized sectors, the budget utili zation of these sectors as sown 

in table 4 .2 and 4.3 of chapter four is faced with the problem to ensure effective and 

efficient utili zation of resources by the sample sectors. Therefore, the resea rcher was 

in vestigated those cha ll enges and problems affected to implement the reform in the region 

as fo ll ows. 

4.3. Capacity of the selected bureaus to implement the budget reform 
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4.3.1. Educational level of the employees in the bureaus 

It is widely believed that the level of education of employees plays a card inal role in 

materiali zing the intended budget reform within a sector. 

As indicated in Table 4.4 below, 78 .3% of the vacant positions of the selected bureaus are 

occupied by degree holders, 70.2% of the vacant positions are occupied by diploma 

holders and the rest 54 .8 of them by grade 12 completes . To compare among sectors, RRA 

was well occupied by 87 .3% of it s degree and above vacant position and the next is BoH 

with 80.9%. BoE was 74.7 and the last was BoANR occupied by 64% of the same vacant 

position. As the researcher 's findings from the interview and the questionnaire, 85 .9% of 

the respondents confirmed that the flourishing private and government colleges and 

uni versities which are providing distance and extension education programs have 

contributed much in the improvement of the staff profile of the bureaus. This shows that , 

since the majority of employees are (70.7%) degree holders, the researcher believes that it 

is poss ible to accomplish the reform properly. 
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Table 4.4 Educational level and vacant position of the selected Bureaus (2004-2008) 

Educational Vacant Occupied position 

Secto r Level required position 
Num ber % 

BoANR Degree and above 502 32 1 64 

Diploma 97 80 82.5 

12 complete 38 2 1 55.3 

BoE Degree and above 498 372 74 .7 

Diploma 116 74 63 .8 

12 complete 65 38 58.5 

BoH Degree and above 2590 2095 80.9 

Diploma 1115 849 76 

12 complete 125 64 5 1 

RRA Degree and above 236 206 87.3 

Diploma 112 75 67 

12 complete 42 25 59.5 

Degree and above 3826 2994 78 .3 

Total Diploma 1440 1011 70 .2 

No and 12 complete 270 148 84 .8 

Avc.% 

Source : BoFEO' S Assessment report, 2009 

4.3.2. Employees training on budget reform 

To exercise the newly launched budget reform, educati onal level of employees alone 

cannot bring about the desired goal. Side by side, updating employees with modern 

technolog ies and systems is mandatory. Taking thi s in to consideration, according to 

BOFEO 's annual report of 2005, majorit y of the concerned staff members of the 

regional bureaus have taken ini tial training in 2003 on the newly introduced budget 

reform and BIS with the help of BoFED and OSA project. 
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However, according to BoFEO's assessment report of 2008, the current situation of the 

selected bureaus indicates that an average 68% of the existi ng employees have not taken 

the training on budget reform and the remaining 32% of them have taken the training of 

the reform in the selected bureaus. The reason for the presence of low number of trained 

employees in the selected bureaus, as confirmed in the report and supported by 68 or 

87.2% of the respondents was, because of high turnover rate of trained employees in the 

regIon . 

4. 3. 3Stability a/employees 

Instab ility of the work force is also one factor whi ch adversely affects the capacity of the 

bureaus to implement the newly adopted budget reform. BoFEO's assessment report of 

2008 and the majority of respondents believed that there was high turnover rate of 

employees in the region. As respondents responded for the question to explain the reason 

for the existence of hi gh turnover rate of employees through the questionnaire, 62 or 

79.5% of them agree with the prevalence of un competitive salary scale in the government 

bureaus and the presence of better working conditions and attractive payment in NGOs, 

colleges and uni versities. 

The high turnover rate of medium aged employees who could vibrant in implementing the 

reform was another notable problem observed during the study. As indicated in Table 4.6, 

and as confirmed in Table 4 .5, 650r 83 .3 % of respondents responded , the share of 

turnover of employees with middle aged (26 - 45 years old )have the highest share in the 

selected bureaus. As the assessment report ofBoFEO of2009 stated and as 63 or 80.8% of 

respondents agreed, the reason for the high turnover rate of the middle aged employees 

was because these ha ve relatively wide employment opportuniti es than the older and fresh 

employees. The same report indicates that the rate of turnover in the region was high 

among medical doctors from government hospitals, engineers from RRA and instructors 

from government co ll eges of BoE . 

73 

However, according to BoFED 's assessment report of 2008, the current situati on of the 

selected bureaus indicates that an average 68% of the existing employees ha ve not taken 

the training on budget reform and the remaining 32% of them ha ve taken the training of 

the reform in the selected bureaus. The reason for the presence of low number of trained 

employees in the selected bureaus, as confirmed in the report and supported by 68 or 

87 .2% of the respondents was, because of high turnover rate of trai ned employees in the 

reg ion. 

4.3. 3Stabilily a/employees 

Instability of the work force is also one factor which adversely affects the capacity o f the 

bureaus to implement the new ly adopted budget reform. BoFED's assessment repo rt of 

2008 and the majority of respondents beli eved that there was high turnover rate of 

employees in the region. As respondents responded for the question to explain the reason 

for the existence of hi gh turnover rate of employees through the questionnaire, 62 or 

79.5% of them agree with the prevalence of un compet itive sa lary sca le in the government 

bureaus and the presence of better working conditions and attractive payment in NGOs, 

coll eges and uni vers ities. 

The hig h turnover rate of medium aged employees who could vibrant in implementing the 

reform was another notable problem observed during the study. As indicated in Table 4.6, 

and as confirmed in Table 4 .5, 650r 83 .3 % of respondents responded, the share of 

turnover of employees with middle aged (26 - 45 years old)have the highest share in the 

selected bureaus. As the assessment rep0l1 ofBoFED 01'2009 stated and as 63 or 80.8% of 

respondent s agreed, the reason for the high turnover rate of the middle aged employees 

was because these ha ve relat ively wide employment opportuniti es than the older and fresh 

employees. The same report indicates that the rate of turnover in the region was high 

among medical doctors from government hosp itals, engi neers from RRA and instructors 

from government co ll eges of BoE. 

73 

However, according to BoFED 's assessment report of 2008, the current situati on of the 

selected bureaus indicates that an average 68% of the existing employees ha ve not taken 

the training on budget reform and the remaining 32% of them ha ve taken the training of 

the reform in the selected bureaus. The reason for the presence of low number of trained 

employees in the selected bureaus, as confirmed in the report and supported by 68 or 

87 .2% of the respondents was, because of high turnover rate of trai ned employees in the 

reg ion. 

4.3. 3Stabilily a/employees 

Instability of the work force is also one factor which adversely affects the capacity o f the 

bureaus to implement the new ly adopted budget reform. BoFED's assessment repo rt of 

2008 and the majority of respondents beli eved that there was high turnover rate of 

employees in the region. As respondents responded for the question to explain the reason 

for the existence of hi gh turnover rate of employees through the questionnaire, 62 or 

79.5% of them agree with the prevalence of un compet itive sa lary sca le in the government 

bureaus and the presence of better working conditions and attractive payment in NGOs, 

coll eges and uni vers ities. 

The hig h turnover rate of medium aged employees who could vibrant in implementing the 

reform was another notable problem observed during the study. As indicated in Table 4.6, 

and as confirmed in Table 4 .5, 650r 83 .3 % of respondents responded, the share of 

turnover of employees with middle aged (26 - 45 years old)have the highest share in the 

selected bureaus. As the assessment rep0l1 ofBoFED 01'2009 stated and as 63 or 80.8% of 

respondent s agreed, the reason for the high turnover rate of the middle aged employees 

was because these ha ve relat ively wide employment opportuniti es than the older and fresh 

employees. The same report indicates that the rate of turnover in the region was high 

among medical doctors from government hosp itals, engi neers from RRA and instructors 

from government co ll eges of BoE. 

73 



Another problem faced by the region, as fo rwarded by the foca l person of the budget 

reform and plan and budget department head of BoFED through interview and as 64 or 

82% respondents agreed was, because there was absence of knowledge transfer cu lture 

and handing over problem of training manual s from the trained and experienced 

employees to new and inexperienced employees of the regional bureaus. 

Table4.5. Age Vs turnover rate of employees in the selected bureaus (2004-2008) 

Sector Age Number of employees rep laced Aver'age replaced 

2004 2005 2006 2007 2008 within five years 

pel' sector 

BoANR :: 25 years old 3 I - 3 2 1.8 

26-45 years old 12 8 6 I 1 13 10 

> 46 years old 5 3 6 2 1 3.4 -

Bo l-I :: 25 years old - 9 3 I 2 3 

26-45 yea rs old 12 2 1 19 23 II 17.2 

:: 46 years old 4 6 2 8 I 4.2 

BoE :: 25 years old 3 6 2 2 8 4.2 

26-45 years old I 1 12 20 16 13 14.4 

:: 46 years old 3 I - 8 6 3.6 

:: 25 years old 2 7 14 6 - 5.8 

RRA 26-45 years old 17 9 16 13 10 13 

:: 46 years old 5 - 8 9 4 5.2 

Total :: 25 years old 8 23 21 12 12 3.8 

26-45 yea rs old 52 50 6 1 63 47 13.7 

:: 46 years old 17 10 16 27 II 3.5 

Total replaced 77 83 98 102 70 7.2 

employees 
, 

So urce: BOFE D S combll1ed report, 2009 
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4.3.-1 Access to computerized budget information system (BIS) 

To enable the sectors to have accurate data and timely budget communication, to prepare 

conso lidated budget and other relevant advantages, computerized BIS was installed and 

training was given to the majority of regional sectors including the selected bureaus by 

BoFED in cooperati on with DSA project. However, the researcher had observed that the 

BIS were not functiona l in all of the se lected bureaus. The reason, as the majority of the 

respondents replied and as cross cheeked by the researcher from the sector's human 

resource structure, was because there was no any vacant position of data processor 

responsible to operate this soft ware in their approved civ il service structure. 

4.3.5. The role ofBoFED to strengthen the capacity of the bureaus 

Another problem which contributed to the prevalence of low capacity in the region to 

perform the reform is the probl em faced in BoFED itse lf BoFED is the onl y responsible 

body for smooth implementation of the ongoing budget reform within the region . It is 

mandated to lead a budget reform by designing the training manua l, redesigning the 

budget structure of regional sectors and woredas of the region in accordance wit h the 

reform. Facilitat ing and giving refreshment trai ning to budgetary sectors, installing 

necessary software and necessary materials needed to carry out the reform, timely follow 

up and taking corrective actions if necessary, are all entrusted upon it. 

Pract icall y however, the role of BoFED to strengthen the budget reform in the region was 

found to be weak and it was not playing its role as per it s responsibiliti es . As respondents 

responded for the question asked to tell the degree of support of BoFED to strengthen the 

budget reform in the region, 58 or74.3% of them agreed that the support was weak and 20 

or 25.7% of them responded that the support was average. Thi s response was cross 

checked by rai sing the same question to the foca l person of the reform and plan and 

budget department head of the bureau where both agreed that the support was weak and 

confirmed that BoFED was not able to play the expected role. 
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The main reason for the weak contribution of BoFED, as the key informants responded 

during the interview, was because there was the problem of sustainability or frequent 

restructuring of the bureau including the responsible department ca ll ed plan and budget 

department and high turnover of senior and experienced plan and budget experts. 

Table 4.6 Summary of responses related to capacity of the selected bureaus 

SIN Issues and Responses Frequency 
Responses 

% 
I Reasons if there is presence low number of trainees in the 

selected bureaus 68 87 .2 

• high turnover of employees 10 12 .8 

• No reason 
2 Training situation in the region related with the reform: 

• Lack of adequate training materials and continuous 
refreslunent training and 71 91 

• Unconsciousness of employees to skill up them selves 7 9 

3 Culture of knowledge transfer and handling over of training 
manuals in the selected bureaus : 

• Absence 64 82 

• No feedback 14 18 

4 Turnover rate of employees in the selected bureaus: 

• High 42 53.9 

• Average 26 333 

• Low 10 12.8 

5 If high turnover of employees in the bureaus, the reason 

• Prevalence of uncompetitive salary scale in 62 79.5 

government bureaus and presence of better working 
conditions in NGOs, colleges and universit ies. 

• Personal interest and the freedom of employees to in 
and out. 16 20.5 

6 Share of turn over related with age and experience: 

• Old enough 5 6.4 

• Middle age 65 83 .3 

• Least age 8 10.3 

7 If there is high tumover share in middle age employees, reason 

• Wide employment opportunity than others 63 80.8 

• No reason 15 19.9 

8 The degree of support of BOFED in strength the reform in the 
regIOn " 

• Strong 0 0 

• Average 20 25 .7 

• Weak 58 74.3 

9 Current condition of BIS/IBX in Ole selected bureaus 

• Un functional 78 100% 

Source: Ov..'n survey -2009 
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From the above findings, it is possible to conclud e that the capacity of the sectors in the 

region is very limited . The region is highly chall enged by lack of capacity to implement 

the reform due to the above mentioned reaso ns. The above weakness related with the 

capacity of staff have an im pli cati on for implementation of the new budget reform in that 

relative with effect ive utilization of resources, timely reporting the consolidated budget 

usi ng IBEX and have negat ive impact to sustain the reform . Unl ess the capacity of 

budgetary sectors is improved to implement the reform, ameliorati ng the development 

problem of the people in the region is impossib le by simply providing suffi cient budget 

without sustain and strengthen the reform. 

4.4. Autonomy of budgetary units in their budget management 

Following the declaration of the regional level decentralization of budget reform, not on ly 

the region but also bureaus and cost centers of the regional bureaus were also autonomous 

to decide on the preparation, a llocati on, utilization, and management of their budget to 

provide those development plans determined in the decentralized framework 

Long before the introduction of the reform, budget was al located to an overall set of 

activities of the bureau rather than to the indi vidual departments responsible for the 

execution of the act ivity and the autonomy for transfer and expending of budget was given 

to the sector heads by declaration. The newly launched budget reform has devo lved the 

autonomy for expending and transferring of budget to the cost center. In practice however, 

no autonomy was devo lved top to bottom and the statuesque was maintained where the 

authorities at grassroot level are still subject to sectoral bureaus. T hi s was fully confirmed 

by majority of respondents. This gives a clear picture on the fa ilure in the app li cation of 

the reform with regarding effects the achievemen t of the intended reform Ultimately, it 

manifests that the autonomy devolved to cost centers was merely put in proper but not in 

practice. 
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Table4.7 Summary of responses related to autonomy of the selected bureaus 

Frequency Responses % 
SIN Issues and Responses 

I Cost centers are full autonomous to manage their budget 
• Strongly agree 
• Agree - -

• Disagree 78 100 

• Strongly disagree 
2 Budget transfer from expenditure item to expenditure 

item with in a cost center both to recurrent and capital 
budget of one project done by, 

• Bureau heads 69 88.5 

• Cost center head them se lf 9 11.5 

SOIIl'ce: Own survey -2009 

Based on the finding, the researcher concludes that the fir st task of the reform should be to 

actually practice the stated autonomy at all levels without which the declared autonomy 

cannot be a success. 

4.5. Functions and responsibilities of different organs in budgeting 
process. 

The rationale behind undertaking the reform was with the firm belief to clearl y identify 

the responsib il ity to be shouldered concerned bodi es. With this in mind, the invest igator 

tries to assess the current situation of functions and responsibilities of the regional 

government and budgetary unit s of the sectors focused on the areas of the influential body 

in budget preparation, the influential body in budget appropriation and also status of 

monitoring and evaluation related with the principle of the reform 

4.5. 1 The influential body in budget preparation 

Before the reform was introduced in the regions, budget was allocated to an over set of 

activities of the bureau rather than the individual departments responsible for the 

execution of the activity Therefore one of the objectives for the reform was to map the 

budget in a consistent and adequate manner with in a departments I cost centers to ensure 
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allocation of specific budget for specific activities, to link capital and recurrent budget 

within specific program and to encourage cost centers by full participation during budget 

preparation and allocation. 

This in mind , preparation of the budget by sectors starts immediately after recelvmg 

budget call and pre-ceiling from BoFED in the form of Block grant. The bureaus are 

required to prepare their annual plan and budget request at cost center level by cost centers 

based on detai l line item expenditures and budget type rather than sectoral level of and 

also the bureau head coordinate with cost centers wi ll investigate the budget request from 

cost centers, prioritize the budget and plan for those cost centers and submit to BoFED. 

Although, as depicted in Table4 .8, 45 or 57.7% of respondents responded that the head of 

the sector plays greatest role to determine the preparation and allocation of budget among 

competing needs in the cost centers and expenditure items with in a cost centers however, 

its task/ responsibil ity is to guide and lead cost centers in their budget management. 23 or 

29.5 % of respondents responded as the plan and budget department of the sector is the 

second influential party than cost center heads to decide in each activit y of budget process 

which its task/responsibility is to provide expertise assistance to the sector head and cost 

centers, related with planning and budgeting, to consolidate the decided plan and budget 

and to consolidate and report physical and financial performance of the sector. 8 or 10.3% 

and 2 or 2.5% of respondents believed that the cost center heads and employees are third 

and fourth influential parties respecti vel y. This mean that they are almost with no 

influence in the budget process with m bureaus though cost center head's 

task/ responsibility is to determine its own budget. 

4.5.2. ihe influential body in budget appropriation 

The rationale behind undertaking the reform was with the firm belief to clearly identify 

the responsibi lity to the shouldered by each of every level of government and 

organizational units. As mentioned above, the regional council has the responsibilit y to 

79 

allocation of specifi c budget for specifi c activities, to link capital and recurrent budget 

within specific program and to encourage cost centers by full participati on during budget 

preparati on and allocat ion. 

This in mind , preparation of the budget by sectors starts immediately after recelv lllg 

budget call and pre-ceiling from BoFED in the form of Block grant. The bureaus are 

required to prepare their annual plan and budget request at cost center level by cost centers 

based on detai l line item expenditures and budget type rather than secto ral level of and 

also the bureau head coordinate with cost centers will investigate the budget req uest from 

cost centers, prioritize the budget and plan for those cost centers and submit to Bo FED. 

Although, as depicted in Table4 .8, 45 or 57.7% of respo ndent s responded that the head of 

the sector plays greatest role to determine the preparation and allocation of budget among 

competing needs in the cost centers and expenditure items with in a cost centers however, 

its task/ respons ibil ity is to guide and lead cost centers in their budget management. 23 or 

29.5 % of respondents responded as the plan and budget department of the sector is the 

second influential party than cost center heads to decide in each acti vit y of budget process 

which it s task/responsibility is to provide expertise assistance to the sector head and cost 

centers, related wi th planning and budget ing, to conso li date the decided plan and budget 

and to consolidate and report physical and financial performance of the sector. 8 or 10.3% 

and 2 or 2.5% of respondents beli eved that the cost center heads and employees are th ird 

and fourth influent ial parties respecti vely. This mean that they are almost with no 

influence in the budget process with III bureaus though cost center head 's 

task/responsibility is to determine it s own budget. 

4.5.2. ihe influential body in budget appropriation 

The rationale behind undertaking the reform was with the firm belief to clearl y identify 

the responsibi lity to the shouldered by each of every level of government and 

organizational units. As mentioned above, the reg ional council has the respons ibil ity to 

79 

allocation of specifi c budget for specifi c activities, to link capital and recurrent budget 

within specific program and to encourage cost centers by full participati on during budget 

preparati on and allocat ion. 

This in mind , preparation of the budget by sectors starts immediately after recelv lllg 

budget call and pre-ceiling from BoFED in the form of Block grant. The bureaus are 

required to prepare their annual plan and budget request at cost center level by cost centers 

based on detai l line item expenditures and budget type rather than secto ral level of and 

also the bureau head coordinate with cost centers will investigate the budget req uest from 

cost centers, prioritize the budget and plan for those cost centers and submit to Bo FED. 

Although, as depicted in Table4 .8, 45 or 57.7% of respo ndent s responded that the head of 

the sector plays greatest role to determine the preparation and allocation of budget among 

competing needs in the cost centers and expenditure items with in a cost centers however, 

its task/ respons ibil ity is to guide and lead cost centers in their budget management. 23 or 

29.5 % of respondents responded as the plan and budget department of the sector is the 

second influential party than cost center heads to decide in each acti vit y of budget process 

which it s task/responsibility is to provide expertise assistance to the sector head and cost 

centers, related wi th planning and budget ing, to conso li date the decided plan and budget 

and to consolidate and report physical and financial performance of the sector. 8 or 10.3% 

and 2 or 2.5% of respondents beli eved that the cost center heads and employees are th ird 

and fourth influent ial parties respecti vely. This mean that they are almost with no 

influence in the budget process with III bureaus though cost center head 's 

task/responsibility is to determine it s own budget. 

4.5.2. ihe influential body in budget appropriation 

The rationale behind undertaking the reform was with the firm belief to clearl y identify 

the responsibi lity to the shouldered by each of every level of government and 

organizational units. As mentioned above, the reg ional council has the respons ibil ity to 

79 



appropriate approved budget by regional cab inet adjusting with the development plan of 

the region . 

However, as indicated in Table 4.8 and cross checked from the key informants through 

interview, these parties have different leve ls of influences in the appropriation of regional 

budget.43 or 55% of respondents ' responded that the main influential party in the 

appropriation of the budget is the regional cabinet whic h its task! responsibility is to 

approve budget. 26 or 33% of respondents believed BoFED to be the second determinant 

in budget appropriation better than the regional council of peoples representati ve, though 

its task is to recommend the reg ional budget ,. However, the regional council of people 's 

representative, which is the hig hest governing body in the region and empowered to 

appropriate the annual budget and 9 or 12% of the respondent s, believed that it had played 

the least role in the regional budget appropriation . 
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Tab le 4.8 Summary of res llOnses re lated to functions and responsibilities different organs in 

processing 

Frequency Responses 
SIN Issues and ResllOnses % 

I The main influential party in budget appropriation: 
• Cabinet 43 55 

• BoFED 26 33 

• Council 9 12 
-

2 Reasons for Ole limited role of regional council in budget 
appropriation, if limited 

• Low capacity and limited skill 63 80.77 

• Have active role 8 10.3 

• Haven ' t any reason 7 9 

3 The malll influential party with In a sector In budget 
preparation: 

• Head of the sectors 45 57.7 

• Plan and budget department of the sector 23 29.5 

• Cost center heads 8 10.3 

• Employees 2 2.5 

4 Reasons for limited role of cost center heads and employees in 
budget process with in a sector if limited 

• Low level of leaders attention to empower the grass 
root level of Lhe bureau 41 52 .6 

• Problem of externalizing the budget work by cost 
center heads and employees 37 47.4 

5 Status of monitoring and evaluation practice with in a cost 
center: 

• Adequate 12 15.4 

• Inadequate 66 62 .6 

6 The main influential party In monitoring and evaluation 
financial and physical performance of cost centers: 

• Plan and budget department of the sector associated 
with head of the sector 60 77 

• Cost centers associated with their employees 18 23 

Source: Own survey -2009 

The reason for the limited role of the regional council of peoples representative to 

appropriate the regional budget as all of key informants agreed on their interview and 630r 

80 .77% of the respondents responded in their explanation on the questionnaire was that 

majority of the members (Council members but not cabinet members) are characterized by 

low capacity, limited skill and elected with a criteria to represent different civic 

associations and nationalities . 8 or 10 .26% of respondents responded as they have active 

role and 7 or 8.97 % of respondents responded as they haven ' t any reason. For these this 
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means it was difficult for the counci l members to ensure their participation according to 

their duties and responsibilities entrusted on them. 

4.5.3. Monitoring and Evaluation 

Subsequent to the amount of money specified in the annual budget to be released and 

began to be used ; there shou ld be needed continuous monitoring and eva luation. As the 

budget training manual indicated, monitoring and evaluation help cost centers to assess the 

status of the utilization of the budget for the intended purpose and take necessary early 

adjustment for deviation if any . However as indicated in Table 4 10, 60 or 77 % of 

respondents agreed through their questionnaire that monitoring and evaluation was made 

usually by plan and budget department of the sectors associated with the head of the 

bureau without any I limited involvement of cost centers and employees which they are 

responsible and accountable to use and timely monitoring of their budget related with their 

determined program. 

The other factor which hinders proper evaluation and monitoring of budget in the qualit y 

of the report is the type of report submitted by the bureaus does not help to evaluate how 

the sector and cost centers are utili zing the budgeted resources for the intended purpose. 

Since most of the sectors and cost centers do not have the system of recording of the 

budget utilized, system of monitoring and evaluation associated with the performance of 

physical plan at cost center level and sector level. In this condition, the evaluation is 

simpl y a comparison of the physical plan activity with the actual performance without 

consideration of its cost at any level of budget units . And this implies one of the problems 

to perform the newly adopted cost center base budget reform in the region related with the 

responsibilit y of monitoring and eva luation the performance of their allocated budget and 

their physical plan at cost center level. 

The reason for not applying a participatory approach in the sectors as the majority of key 

in forma nts in the interview and 41 or 52.6 % of respondents confirmed in their 

questionnaire is that as there is low level of leaders attention to empower the grass root 
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level of the organization in budget processing and 37 or 47.4 % of respondents responded 

as there is a problem of externalizing the budget work by the cost center heads and 

employees. This shows the poor performance of the decentralized budget management 

reform within the regiona l sectors . 

4.6. Transparency 

Transparency is always at the heart of accountabi lity and participat ion of different 

concerned bodies according to their responsibi lity stated in budget reform and region 's 

constitution in budget management system. In other words transparency in the newly 

introduced budget reform can be ensured through the involvement of concerned bodies 

and employees in budget decisions making process. 

Following the cost center budget reform, not only the bureau but also cost centers are 

responsible to decide on the preparation, allocation, uti li zation, and management of their 

budget to provide those development plans determined in the decentralized framework So 

one of the principles of the reform was to map the budget in a consistent and adequate 

manner within a department Icost centers through empowering those cost centers and 

employees in the above mentioned responsibilities .Among them, cost centers are 

responsib le for preparing their budget request with the ir work plan to the sector head and 

to define their budget request in a formal budget hearing with BoFEO. Then the 

researched has tried to investigate on the areas of clarity of roles and responsibi li ty of 

these parties in budgeting process, Employees access to budget information with in their 

bureaus and Participation of different parties in budgeting process as follows. 

4.6.1. Participation of different parties in budgeting process 

According to the reform, not only the bureaus but also cost centers are responsible to 

decide on the management of their budget. One of the principles of the reform was to map 

the budget in a consistent and adequate manner within a cost center through empowering 

them to participate in the above mentioned responsibilities. Cost centers are also 

responsible for preparing their budget request with their plan to the sector head and to 
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define their budget request in formal budget hearing with BOFED . Then the researcher 

tried to see on the areas of the degree of participation in budget process, clarity of 

responsibilit y and access to know the budget information in the region . 

With regard to the responses on the degree of participation of cost centers in budget 

hearing, 43 o r SS% of the respondents replied that it was minimum 2S or 32% of them 

said that it was average and the remaining 10 o r 13% of respondent s responded that there 

was full participation. 

Table4.9 Summary of responses related to Transparency 

SIN Issues and Responses Frequency Responses % 

I The role of the reform to improve participation of 
employees compared with the former budgeting 
system 

• There is high improvement 6 7.7 

• There is limited improvement 72 923 

• No improvement - -
3 The reason for low participation of cost centers and 

employees in budget process ing ,if low 

• Lack of effort from the heads of the sectors 65 833 

• Lack of employees and cost ccnters 
wi llingness 5S 70.5 

• Low awareness of employees and cost centers 

• Lack of mandate given to cost centers and 49 62.8 

cmployecs 
44 56.4 

4 Announcement of appropriated budget to cost centers 
and cmployees: 

• No announcement 40 51 

• Some times announcemcnt 2 1 27 

• Proper! y announcement 17 22 

5 Clarity of responsibility between different units in the 
budget and plan process of their sector : 

• There IS no problem of clarity of 66 86.4 
responsibility 

• There is a problem of clarity of responsibility 12 13.6 

Source: Own survey -2009 

As indicated in Table 4 .9, a significant proportion of the respondents said that the 

involvement o f cost center heads in the budget preparation of their bureau is minimal. Th is 
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shows that although the invo lve ment of cost center heads is requ ired highl y for the 

implementation of the budget , their participation in the budget preparation of their bureau is 

very low. 

The respondent's response as depicted in the same Table shows also that employees of the 

bureau neither parti cipate in budgeting process nor have awareness about the allocat ion and 

execution of the budget. Though the employees of the bureaus are the primary users of the 

bureaus, their awareness about how much and what proport ion of the budget is appropriated 

and executed is very low. That is why the bureau heads are not ab le to empower the 

grassroots levels to participate in budgeting process. 

The same Table presents the respondents who responded for the question asked to identi fy 

the reason for low participation of employees in the bureau s budgeting preparation . The first 

reason forwarded by 65 or 83 .3% of them is lack of willingness from the heads of the sector 

to involve employees in budgeting process, 55 or 70.5% of respondent s answered lack of 

willingness of employees and cost center heads . Lack of clear mandate given to cost centers 

and employees and low awareness of the employees abo ut the importance of participating 

in budget preparation are selected third and fourth by considerable number of respondents 

(62 .8% and 56.4% respect ively). Therefore, one can learn fro m thi s finding that , the effort 

of the heads of bureaus to get the participat ion of their employees was very minimal. This 

prob lem seems to be the result of the cost centers and employees may not be wi ll ing to 

participate in the budget preparation due to low expectation from the heads of the bureaus or 

lack of awareness. These may not be willing to participate when they are discouraged by 

the past performance of their head. 

4.62. Clarify a/responsibilities 

The other difficu lty in the regional sectors is the absence of clear power sharing between the 

sector head, cost center heads and other parties of the sector. Their response as shown in 

the same Table above, it indicated that 66 or 86.4% of them are not clear about their power 

in the process of planning and budget management That is, they will involve in planni ng 

and budgeting if only they are requested by the head of the sector. 
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However, there is a guideline which tell s clearl y the role and power of di fferen t parties 

including cost centers of the sector in the working manual during planning and budgeting in 

the sector. There is also clear systemat ic procedure of invo lving different parties in budget 

process of the sector. However, thi s problem seems to be the result from the absence of an y 

legal arrangement whi ch shows officials how the employees and cost center heads involved 

in planning and budgeting process . 

It is possible to conclude the budget management orthe region has a prob lem w ith regarding 
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employees are accountab le for proper utili zati on of thei r budget, administrative actions for 

those cost centers are not proper use of their budget. 

Howeve r, the budget management ofTNRS is characterized by weak accountability system. 

As shown in Table 4. 12, for the question asked to tell if o ffi cials and employees are 

accountable for efficient , effective and economica l use o f the budget 10 or 12.8% the 

respondents responded as there is accountability whil e 68 or 87 .2% of them responded as 

there is no accountab ility. Their response was cross checked by another question which asks 

what types of administrative actions are taken on the individuals for not using the budget 

effic iently and effect ively. Majority of the respondents who believed in the exercise of 

accountabi lity replied that the efficient or inefficient use of the budget will affect onl y the 

promoti on of employees. Rather, efficient or in efficient use of the budget has never lead 

employees and officials to salary increment demotion or discharge from job. Key informants 

also agreed that they have never seen any employee or offi cial promoted, got salary 

increment, demoted or discharged as a resu lt of the level of resource uti lization for the 

intended purpose. 

The foca l person of budget reform and plan and budget department head confessed that in 

most cases the utili zation of budget or cost aspect is the most neglected part of performance 

evaluat ion in the region They also exp lained that there is a good start in at least to recognize 

those bureaus which have utilized their budget effectively, efficientl y and economicall y. 

However, the problem is no administrative action is taken on those who have not used their 

budget wisely. They exp lai ned further that there is no any guideline or legal procedures in 

thee reform manual which helps them to take such actions confidentl y speciall y at cost 

center level. Therefore it is difficult to say accountability exists in the regional budgeting 

system whil e any adm ini strative action is not taken on those who used the budget 

improperl y. 
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Table4.IO Summary of responses related to accountability 

Frequency Responses % 
SIN Issues and Responses 

1 Officials and employees are accountable for 
effective and efficient utili zation of their resources. 

• Strongly agree - -
• Agree 10 12 .8 

• Disagree 68 87 .2 

• Strongly disagree - -

2 Administrative actions are taken on the individuals 
for not using the budget effectively and efficient ly: 

• Strongly agree - -

• Agree 12 153 

• Disagree 66 84 .7 

• Strongly disagree - -

. 
Source: Own survey -2009 

The existence of accountability can be also depending on the level of transparency in the 

budgeting system and the capacity of the control system to address illega l and misuse of 

resources . This means that if there are the prob lem of transparency to play every 

concerned body according to their given responsibi lit y and problem of capacit y to control 

illega l and misuse budget management resu lts minimum accountability . 

From the above study, it is possible to sum up that there is marginal degree of 

accountability that resulted from the absence of binding lega l framework at cost center 

level. 
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CHAPTER FIVE 

Conclusion and Recommendation 

5.1. Conclusion 

According to some writers, decentrali zed budget reform is becoming a widely accepted 

belief in developing countries as a means of effective and efficient utili zat ion of resources 

to achieve given objective. However there is no blue print for the implementation of 

budget reform in less developed countries with limited capacity like Ethiopia where 

budget reform becomes complex and invo lvi ng a mix of procedural reforms and capacity 

building schemes (MoFED, 2005). 

The experiences of different countries illustrate that decentralized budget management can 

provide more effective and releva nt services and increases public sector responsibilities . 

However, if the grass root levels are not provided with the capacity to manage their 

increased responsibilities and financial resources, decentralization could in fact lead to less 

transparency, less effectiveness and efficiency of resource management at grass root leve l 

(Shecffer. 2005) . 

Decentralization Support Activities program (DSA) has taken several actions to carry out 

the reform properly in the region in areas such as , preparation of manual and gu idelines, 

new budget structure, new code for expenditure items and new system of BIS/BDA to all 

regional sectors . In addition to these training was also given to those employees of 

regional and woreda sectors having a relevant assignment in the budgeting and planning 

activities on the new budget reform 

In 2004, the TNRS embarked on a comprehensive civil service reform program to address 

the weakness of public expenditure management versus development planning in the 

region at different levels of the government sectors. Among others of the civil service 

reform, budget reform has been attempted with the support of DSA to improve effective 

and efficient utilization of resources through empowering grass root participation at 

different levels of government and within one government sectors . 

89 

CHAPTER FIVE 

Conclusion and Recommendation 

5.1. Conclusion 

According to some writers, decentralized budget reform is becoming a widely accepted 

belief in developing countries as a means of effecti ve and efficient utili zation of resources 

to achieve given objective . However there is no blue print for the implementati on of 

budget reform in less developed countries with limited capacity like Et hiopia where 

budget refo rm becomes complex and invo lvi ng a mix of procedural reforms and capacity 

building schemes (MoFED, 2005). 

The experiences of different countries illustrate that decentrali zed budget management can 

provide more effect ive and releva nt services and increases public sector responsibiliti es . 

However, if the grassroot levels are not provided with the capacity to manage their 

increased responsibilities and financial re sources, decentrali zation could in tact lead to less 

transparency, less effecti veness and efficiency of resource management at grassroot leve l 

(Shecffer. 2005) . 

Decentrali zation Support Activities program (DSA) has taken several actions to carry out 

the reform properly in the region in areas such as , preparation of manual and guidelines, 

new budget structure, new code for expenditure items and new system of BIS/BDA to all 

regional sectors. In addition to these training was also given to those employees of 

reg ional and woreda sectors having a relevant ass ignment in the budgeting and planning 

acti vities on the new budget reform. 

In 2004, the TNRS embarked on a comprehensive civil service reform program to address 

the weakness of public expenditure management versus development planning in the 

region at different levels of the governme nt sectors. Among others of the civil service 

reform, budget reform has been attempted with the support of DSA to improve effective 

and efficient utilization of resources through empowering grass root part icipat ion at 

different levels of government and within one government sectors . 

89 

CHAPTER FIVE 

Conclusion and Recommendation 

5.1. Conclusion 

According to some writers, decentralized budget reform is becoming a widely accepted 

belief in developing countries as a means of effecti ve and efficient utili zation of resources 

to achieve given objective . However there is no blue print for the implementati on of 

budget reform in less developed countries with limited capacity like Et hiopia where 

budget refo rm becomes complex and invo lvi ng a mix of procedural reforms and capacity 

building schemes (MoFED, 2005). 

The experiences of different countries illustrate that decentrali zed budget management can 

provide more effect ive and releva nt services and increases public sector responsibiliti es . 

However, if the grassroot levels are not provided with the capacity to manage their 

increased responsibilities and financial re sources, decentrali zation could in tact lead to less 

transparency, less effecti veness and efficiency of resource management at grassroot leve l 

(Shecffer. 2005) . 

Decentrali zation Support Activities program (DSA) has taken several actions to carry out 

the reform properly in the region in areas such as , preparation of manual and guidelines, 

new budget structure, new code for expenditure items and new system of BIS/BDA to all 

regional sectors. In addition to these training was also given to those employees of 

reg ional and woreda sectors having a relevant ass ignment in the budgeting and planning 

acti vities on the new budget reform. 

In 2004, the TNRS embarked on a comprehensive civil service reform program to address 

the weakness of public expenditure management versus development planning in the 

region at different levels of the governme nt sectors. Among others of the civil service 

reform, budget reform has been attempted with the support of DSA to improve effective 

and efficient utilization of resources through empowering grass root part icipat ion at 

different levels of government and within one government sectors . 

89 



Despite all these po licy measu res, budget management remains a continuous problem of 

the region . To identify the causes and extents of these problems, survey has been 

undertaken in four selected sectors related with the assessment and implementation of the 

newl y adopted budget reform. The survey employed structural quest ionnaire with close­

ended and open-ended questions and interviews. This ana lysis was also supported by 

secondary data co llected from vari ous documents of different institutions. 

The research finding has identifi ed several problems regarding the implementat ion o f the 

budget reform in the region Among others are, inefficient and in effect ive utili zation of 

resources, lack of integration between budget and development plan, lack of 

accountability and transparency for the use of fund s, limited capacity of public sectors, 

weaknesses among the different functional units assig ned in the budget process to perform 

the reform according to the duties and responsibilit ies given by the proclamation and the 

reform, problem of empowering the concerned bodies to play their role according to stated 

responsibilities and also lack of stated legal frameworks used to support effecti ve budget 

management within cost centers, which all adversely affected the proper implementation 

of the intended reform. 

Based on the findings of the study, the following conclusions can be drawn. 

:l> In order to discharge the responsibilities vested among different level of 

organizations the government sectors are structured according to requirements of 

the reforms. With regard to the restructuring of the sectors, there is no any problem 

faced in the region to perform the budget reform. The effecti veness of the 

implementation of budget reform cannot be ensured only by structuring of the 

sectors on ly but it also depends on the qualit y and skill s of the stafl According to 

the researcher 's finding, most of the structure of the se lected bureaus was fill ed 

with the qua li fied personne l. However, due to high turnover of employees, lack of 

knowledge transfer experience and lack of conti nuous refreshment training were 

found to be the main causes for the presence of low capacit y in government sectors 

to handle the budget reform properly in the region 

90 

Desp ite al l these po licy measures, budget management remains a continuous prob lem of 

the region . To identify the causes and extents of these problems, survey has been 

undel1aken in four selected sectors related with the assessment and implementation of the 

newly adopted budget reform. The survey employed structural quest ionnaire with c1ose­

ended and open-ended questions and interviews. This anal ysis was also supported by 

secondary data collected from vari ous documents of different inst itutions. 

The research finding has identified several problems regarding the implementation o f the 

budget reform in the region . Among others are, inefficient and in effect ive util ization of 

resources, lack of integration between budget and development plan, lack of 

accountabi lity and transparency for the use of fund s, limited capacity of public sectors, 

weaknesses among the different functiona l unit s assig ned in the budget process to perform 

the reform according to the duties and responsibilities given by the proclamation and the 

reiorm, problem of empowering the concerned bodies to play their role according to stated 

responsibilities and also lack o f stated legal frameworks used to support effective budget 

management within cost centers, which all adversel y affected the proper implementation 

of the intended reform. 

Based on the findings of the study, the following conclu sions can be drawn. 

~ In order to di scharge the responsibilities vested among diffe rent level of 

organizations the government sectors are structured according to requirements of 

the refo rms. With regard to the restructuring o f the sectors, there is no any problem 

faced in the region to perform the budget reform. The effecti veness of the 

impl ementation of budget reform cannot be ensured only by structuring of the 

sectors on ly but it also depends on the quality and sk ill s of the stafl~ Accord ing to 

the researcher ' s finding, most of the structure of the selected bureaus was fill ed 

with the qua li fied personnel. However, due to high turnover of employees, lack of 

knowledge transfer experience and lack of continuous refreshment training were 

found to be the main causes for the presence of low capacit y in government sectors 

to handle the budget reform properly in the region 

90 

Desp ite al l these po licy measures, budget management remains a continuous prob lem of 

the region . To identify the causes and extents of these problems, survey has been 

undel1aken in four selected sectors related with the assessment and implementation of the 

newly adopted budget reform. The survey employed structural quest ionnaire with c1ose­

ended and open-ended questions and interviews. This anal ysis was also supported by 

secondary data collected from vari ous documents of different inst itutions. 

The research finding has identified several problems regarding the implementation o f the 

budget reform in the region . Among others are, inefficient and in effect ive util ization of 

resources, lack of integration between budget and development plan, lack of 

accountabi lity and transparency for the use of fund s, limited capacity of public sectors, 

weaknesses among the different functiona l unit s assig ned in the budget process to perform 

the reform according to the duties and responsibilities given by the proclamation and the 

reiorm, problem of empowering the concerned bodies to play their role according to stated 

responsibilities and also lack o f stated legal frameworks used to support effective budget 

management within cost centers, which all adversel y affected the proper implementation 

of the intended reform. 

Based on the findings of the study, the following conclu sions can be drawn. 

~ In order to di scharge the responsibilities vested among diffe rent level of 

organizations the government sectors are structured according to requirements of 

the refo rms. With regard to the restructuring o f the sectors, there is no any problem 

faced in the region to perform the budget reform. The effecti veness of the 

impl ementation of budget reform cannot be ensured only by structuring of the 

sectors on ly but it also depends on the quality and sk ill s of the stafl~ Accord ing to 

the researcher ' s finding, most of the structure of the selected bureaus was fill ed 

with the qua li fied personnel. However, due to high turnover of employees, lack of 

knowledge transfer experience and lack of continuous refreshment training were 

found to be the main causes for the presence of low capacit y in government sectors 

to handle the budget reform properly in the region 

90 



» Based on the data from 2004 to 2008 fiscal year, the financial situation of the 

region was characterized by a continuous increase in expenditure that resulted 

from the need of salary for new employees, market inflation to material 

purchasing, salary increments and high need of the region ' s development 

objectives. In addition to this there is also proportional increase of own revenue, 

federal subsidies and foreign assistance to cover the regions development needs . 

With regard to financial situation, the recurrent budget had the largest share of the 

total budget while the proportion allocated to capital budget was meager. The 

study had also found out that the largest problem of the annual expenditure was 

appropriated to key development sectors namely, BoANR, BoH, BoE and RRA 

» The utilization of the budget in the region was found to be not at good status both 

to the recurrent and capital budget. Series problem was observed in the utilization 

of capital budget year to year and the finding indicates that there was high budget 

transfer and unused budget had occurred in all fiscal years . This also implies that 

the budget allocations of the region had its own problem related with mapping the 

budget and development plans in a consistent and adequate manner. 

» According to the findings, the serious problem of the region was not the shortage 

of budget rather absence of capacity of officials at different levels of the region, 

lack of accountability for failure to fully utilize of the allocated funds properly, the 

problem of interference of different bodies beyond their responsibility and the 

problems of externalizing their assignments and in the budget process at all levels 

of concerned bodies. 

» Although the framework for check and balance was established, the role of the 

regional council in the budgeting process, as explained in the discussion, was 

nominal due to lack of capacity and lack of clarity of their role in budgeting This 

is mainly because the majorities of the members of the regional council (other than 

cabinet members) were uneducated and were elected only to represent the civic 

organizations and nationalities in the region Thi s was also a central problem that 

hindered the proper and timel y implementation of the reform. 
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» BoFED, the onl y responsib le government body which has a mandate to lead the 

reform by providing training for budgetary sectors, realign the structure if 

necessary, installing software related with the reform and follow up the 

im plementation of the reform have not played its role due to unsustainable 

structure of its bureau and department too. So, according to the researcher ' s 

find ing, the unsustainable structure had also its own contribution for the fai lure or 

delay to implement the reform 

5.2. Recommendation 

Based on the finding of the research, the following recommendations are forwarded . 

• Introducing and implementing a system of accountability is vital for the success of 

the reform To this end, there should be a clear and binding rul e in the regional 

const itution in plane of the worki ng manual for all cost centers and employees at 

grassroot level. Side by side with the formation of a rule, way and means should be 

decide by which cost centers cou ld be accountable to the employees and their heads 

and simi larly bureau heads to government and it s lower level budgetary units in 

issues related budget management. 

• The regional council has the supreme authority with regard to budget appropriation 

and taking of correct ive actions by check and balance of its performance and 

revising of necessary rules and regulations. However, weaknesses were witnessed 

in practicing its expected duties and responsib ilities that earmarked from lack of 

capacity Thus, to alleviate the ex isting problem, the researcher strongly 

recommends the provisio n adequate capac ity building schemes like training and 

orientation to the members of the council on regular basis. 

• In principle, BOFED is the leading bodies to implement the reform, produce 

manuals, and provide training to the implementers and to establ ish ru les and 

regulation for the reform. Practically however, BOFED had faced certai n limitation 

to exercises these bold objectives due to turn over of employees and the freq uent 

restricting of the bureau speciall y the budget & plan department. Therefore, to 
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alleviate the turnover problem, measures like capacitating the work force through 

training and provision of attractive salary are recommended. With regard to the 

issue of frequent restructuring BOFD is required to produce a relatively lasting, 

workable and sustainable structure. 

• In the same token, bureau heads have the responsibility to transparently apply the 

reform in their respective sectors through improving cost centers and employees. 

However, to finding had shown that there was monopoly of power by the heads that 

did not invite the grassroots level to participate in the application of the reform 

Thus the researcher recommends the heads to clearly understand and be governed 

by the rules and regulation of the reform and thereby create conditions that enab le 

their subordinates to act accordingly. 

• Cost centers and their employees have a gives autonomy on their respective areas to 

exercise the responsibility entrusted upon them. However, grate problems have 

been manifested in terms of high turnover of employees, absence of planned 

refresher program and absence of the experience if transferring knowledge and 

training materials to new employees. Thus, measures like introducing attractive 

salary payments the financial capacity of the region should be devi sed so as to 

retain experienced work force Since raining plays a pivotal role in empowering the 

capacity of the work force, capacity building training programs should be 

conducted to all employees to equip them with the necessary skills appropriate for 

their specific tasks . There should also be a mechanism by which training materials 

could be stored in the respective cost centers and trained personnel cou ld 
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conso lidated budget at different budgetary units, the reform demands the 
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structure in the bureau s does not have data encoder for the BIS . Therefore, to get rid 
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of the consequent problem, the researcher recommends the inclusion of the sa id 

position in the structure of the regional bureaus. 

Finall y, it is important to note that all of the aforementioned recommendations wi ll not be 

effecti ve without the commit ment of political leaders, sector heads and cost center heads. 

The commitment of the above concerned bodies is necessary to comply and enforce ru les, 

regulations, procedures, budget schedule and systematic budgeting. 
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Append ix I 

The study focused on the implementation of cost center base budget reform which is 

app lied since 2004. The new budget reform was started and many experts had taken the 

training . According to the reform, the study focused on the assessment of the reforms 

implication in order to recommend for it s weakness sides. Therefore, please give your 

opinion on the newly budget reform in order to achieve the objecti ve of the study. 

Remarks 

Your name is unnecessary for the study 

Please, circle your response 

Please, don ' t give me make than one answer. 

Put the rank for the questions which are raised to put steps (ranks) 

Cost center refers for the expenditure center which is found under the sectors and 

thi s is out of the BPR structure. 

I thank you very much for your time scarifications. 
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I. Sex- Male------------------Female--- ----------

2. Age-- ----------------------------- --------------

3. Your pos ition---------------------------------

4. For how long stay on thi s posit ion? ----------------------

5. How is your position? 

A. Through political assignment 

6 . How is your academic status? 

B. through professional posit ion 

A, complete grade 12 B, certi fi cate C, diploma D, degree and above 

7. Please, write your field of you was certified -----------------------------------------------

8. For how long you participated on the governmental budget preparation and 

ad min i stra tion as well? --------------------------------------------------------------------------

9. Did you taken training on government budget administration? 

A, yes B, no 

If your response for question NO.9 is "yes" 

A, The kind of the training-------------------------------------------------------------------­

B, for how long was the training --------------------------------------------------------

10 Did you taken training on the cost center budget reform? 

A, yes B, no 

[f your response for question No. 10 is "yes", how was the training? 

A, excellent B, very good C, good D, not sati sfactory 

II . There were prepared different manuals which are used for the purpose of the budget 

reform. How are they? 

A, at the ni ce manner B, it is sati sfactory C, it is not good 
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12. Do your organization/ cost center have enough capacity/human and material/ to 

manage the cost center based budget reform? 

A, yes B, no 

13 . How do you evaluate the degree of turnover of employees in your organization? 

A, high B, medium C, low 0 , no 

If your answer for question No 13 is high/medium, how can you see the side effect? 

With the implementation of the new budget reform please explain-------------------------

Please explain the reason for high turn over of employees in your bureau----------------

14 .Share of turn over is high among 

A, least age employees (25and below) B, Middle age (26-45) 

C, Old enough (46 and above) 

Please explain the reason for your answer---------------------------------------------------­

IS . How do you evaluate the cu ltu re of knowledge and handling over of training manuals 

Specially related with the new budget reform among employees of your organization? 

A, always present B, Some how C, no culture 

16., How BOFED supports your organization to strengthen budget reform? 

A, Excellent B, very good C, good 0 , no 

17. Is your bureau used the new budget information system (BIS)? 

A, yes B, no 

If your response for question No. 17 is "yes", how can you see the system on 

Managing the budget effectively and efficiently? 

12 . Do your organizat ion! cost center have enough capacity/human and material/ to 
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A, It is very important B, It is moderate important C, it is less important 0 , it is 

no important 

If your response for question No . 3S is " no", what is the reason? 

18 . Depending on requirement of the budget reform, what your opinion on the academic 

status of the structure in your organizat ion? 

A, it is more than enough B, it is satisfactory C, it is not satisfactory 

19. What is the workers' (professionals ' ) interest on the new budget reform? 

A, It develops the workers' ownership on the work 

B, there is no change with the previous system of work 

C, it is boring 

20. Depending on the current capacity of your organization, what is the side effect on the 

management of the new budget in your bureau? 

A, there is high negative side effect due to lake of experienced workers 

B, there is moderate negative side effect due to lake of experienced workers 

C, there is no negati ve side effect due to lake of experienced worker 

2 1. Do you believe the new budget reform ensured the budget division lallocat ion among 

cost centers is accord ing to the development plan? 

A, yes B, no 

If your response for question No . 21 is " no", what is your reason? 

22. How do you eva luate the degree of integration between policy, planning and 

recurrent and capital budgeting in your organization comparing the old budget ing 

system? 



A, High C, Medium B, no change 

If your answer for question No 22 is "YES' please explain----------------------- ----------

23 Does the budget preparation in your organizat ion being from organizational goa ls 

and annual plan as well as objectives? 

A, yes B, no 

24 . Do you believe that the new budget reform strengths performance budgeting as 

compare as the old budgeting system? 

A, yes B, no 

If your answer for question No 24 is "yes", please exp lain----------------------------------

25 . The new budget reform is ensured the linkage between capital and recurrent budget 

with in specific programs of cost centers. 

A, strongly agree B, agree C, Agree 0 , Disagree E, Strongly disagree 

26. Do you think a new budgetary reform at the regional level would necessary to 

improve public bodies ' program results? 

A, yes B, no 

27 . Does the allocated budget serve as a performance measurement tool in your 

Organization! cost center compare to the old system? 

A, yes B, some how B, no 

28. The main influentia l party in budget appropriation of the region. 

A, Council of people ' s representative B, Cabinet C, BoFED 

Please explain in detain for your answer of question No 28----------------------------------

A, High C, Medium B, no change 
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A, Council of people ' s representati ve B, Cabinet C, BoFED 

Please explain in detain for your answer of question No 28----------------------------------



29. How was your degree of participation on the preparation of sect oral/your sub- sect 

oral plan and budget? 

A, high B, medium C, low D, no 

If your response for question No.29 is " hi gh" how you ' re participated ? 

1 f your response for question No. 29 is " no" , what your reason? 

30 . Who has great role in order to participate on the plan and budget preparation? 

A, head of the bureau B, head of the cost center C, management team 

D, all staff ~, ifothers--------------------------------------------------------------------

31 . How often the head of cost centers participated on the budget preparation? 

A, they have enough participation 

B, they participate rarely 

C, they have least participation 

D, no participation 

If your response for question NO.31 is " least Ino participation", what is your reason? 

A, Lack of awareness B, problems of externalizing by cost centers C, lack 

of ledgers attention D, Ignorance of higher officials ~, lfother-----------------

32 . How much degree of freedom for the head of the cost centers in order to manage their 

own budget? 

A, full freedom B, limited freedom C, they have not freedom 

29. How was your degree of participation on the preparation of sect oral/your sub- sect 

oral plan and budget? 

A, hig h B, medium C, low D, no 

If your response for question No.29 is "high" how you' re participated? 

I f your response for question No. 29 is " no", what your reason? 

30. Who has great role in order to participate on the plan and budget preparation? 

A, head of the bureau B, head of the cost center C, management team 

D, all staff E, i f 0 thers--------------------------------------------------------------------

31 . How often the head of cost centers participated on the budget preparation? 

A, they have enough participation 

B, they participate rarely 

C, they have least participation 

D, no participation 

lfyour response for question No.3l is " least Ino participation", what is your reason? 

A, Lack of awareness B, problems of externali zing by cost centers C, lack 

o f ledgers attention D, Ignorance of higher officials E, lf other-----------------

32 . How much degree of freedom for the head of the cost centers in order to manage their 

own budget? 

A, full freedom B, limited freedo m C, they have not freedom 

29. How was your degree of participation on the preparation of sect oral/your sub- sect 

oral plan and budget? 

A, hig h B, medium C, low D, no 

If your response for question No.29 is "high" how you' re participated? 

I f your response for question No. 29 is " no", what your reason? 

30. Who has great role in order to participate on the plan and budget preparation? 

A, head of the bureau B, head of the cost center C, management team 

D, all staff E, i f 0 thers--------------------------------------------------------------------

31 . How often the head of cost centers participated on the budget preparation? 

A, they have enough participation 

B, they participate rarely 

C, they have least participation 

D, no participation 

lfyour response for question No.3l is " least Ino participation", what is your reason? 

A, Lack of awareness B, problems of externali zing by cost centers C, lack 

o f ledgers attention D, Ignorance of higher officials E, lf other-----------------

32 . How much degree of freedom for the head of the cost centers in order to manage their 

own budget? 

A, full freedom B, limited freedo m C, they have not freedom 



If your response for question No.32 is "they have not freedo m" what is your reason? 

33 . How often, the head of the cost center and hi s/here co lleagues, evaluate the plan and 

its achievement? 

A, both the plan and budget achievement 

B, only the plan achievement 

C, both the plan and budget couldn ' t evaluate 

34 . Budget transfer with in a cost center (among expenditure items of both to recurrent 

budget and capital within one project) is done by 

A, head of the bureau B, head of the cost center C, plan and budget department 

0 , if others . . 

35 . The main influential party in monitoring and eva luation financial and physical 

performance of cost centers in your organization : 

A, Cost centers associated with their employees 

B, Plan and budget units of the organization with head of the sector 

C, Head of the sector with cost center heads 

0 , Head of the sector 

0 , I f other -------------------------------

36. When you compare the old budgeting system with the new adopted budget reform 

Which one is better related with ensuring effective and efficient budget ma nagement? 



A, decentralized cost center is better than the old/centralized budgeting 

B, centralized budgeting is better than decentralized cost center budgeting 

C, I don 't have enough knowledge. 

37. The new budget reform is ensured officials and employees are accountable for 

Effective and efficient utili zation of their budget compare with the former budgeting 

System. 

A, Agree B, disagree C, no answer 

38 . Is there legal accountability for the cost centers and other concerned bodies which 

aren ' t used their budget properly? 

A, yes B, no 

If your answer for question No 37 is "yes", how please explain--------- ---------------------

If your response for question No. 37 is " no" how the budget is managed? 

A, traditionall y B, Simply with the previous rules and regulations C, others-----

39, Administrative act ions are taken on the indi viduals for not using the budget 

effecti vely and efficiently? 

A, Strongly agree B, Agree C, di sagree 0 , Strongly di sagree 

Xll 

40. Expenditure of cost centers is authorized by 

A, head of the bureau B, head of the cost center C, plan and budget department 

A, decentralized cost center is better than the old/centralized budgeting 

B, centrali zed budgeting is better than decentralized cost center budgeting 

C, I don ' t have enough knowledge. 

37. The new budget reform is ensured officials and employees are accountable for 

Effective and efficient utilization of their budget compare with the former budgeting 

System. 

A, Agree B, disagree C, no answer 

38. Is there legal accountability for the cost centers and other concerned bodies which 

aren ' t used their budget properly? 

A, yes B, no 

If your answer for question No 37 is "yes", how please explain------------------------------

[f your response for question No. 37 is " no" how the budget is managed? 

A, traditionall y B, Simply with the previous rules and regulations C, others-----

39, Administrative act ions are taken on the ind ividuals for not using the budget 

effect ively and efficiently? 

A, Strongly agree B, Agree C, disagree D, Strong ly disagree 

Xll 

40 . Expenditure of cost centers is authorized by 

A, head of the bureau B, head of the cost center C, plan and budget department 

A, decentralized cost center is better than the old/centralized budgeting 

B, centrali zed budgeting is better than decentralized cost center budgeting 

C, I don ' t have enough knowledge. 

37. The new budget reform is ensured officials and employees are accountable for 

Effective and efficient utilization of their budget compare with the former budgeting 

System. 

A, Agree B, disagree C, no answer 

38. Is there legal accountability for the cost centers and other concerned bodies which 

aren ' t used their budget properly? 

A, yes B, no 

If your answer for question No 37 is "yes", how please explain------------------------------

[f your response for question No. 37 is " no" how the budget is managed? 

A, traditionall y B, Simply with the previous rules and regulations C, others-----

39, Administrative act ions are taken on the ind ividuals for not using the budget 

effect ively and efficiently? 

A, Strongly agree B, Agree C, disagree D, Strong ly disagree 

Xll 

40 . Expenditure of cost centers is authorized by 

A, head of the bureau B, head of the cost center C, plan and budget department 



D, if others .. 

4 1. Appropriated budget is announced to cost centers and employees in your 

Organization : 

A, strongly agree B, Agree C, disagree D, Strongly di sagree 

Appendix 2 

Check list of guiding questions during the interview with the speaker of council. 

I . The Power of the Regional council regarding with appropriation, monitoring and 

evaluation of the regional Budget. 

2. Clarit y in the power and responsibility between the cabinet and regional council 

in budgeting process 

3. Capaci ty of the members of regional counci I and its staffing situation 

4. Provision of Training and Ori entation to Regional council members and 

committee members related with the new adopted budget reform. 

5. The quality and nature of reports presented to council and committee and practice 

evaluation and monitoring by the counci l and committee. 

Appendix 3 

Check li st of guiding questions during the interview with the focal person of Budget 

reform and plan and budget department head of the region ofBoFED. 

I. Difference between the previous and the new Budget reform. 

2. The role and responsibility of BoFED and the focal person regarding with the 

strength of budget reform. 

D, if others .... . . 

4 1. Appropriated budget is announced to cost centers and employees in your 

Organization: 

A, strongly agree B, Agree C, di sagree D, Strongly di sagree 

Appendix 2 

Check list of guiding questions during the interview with the speaker of council. 

I. The Power of the Regional council regarding with appropriation, monitoring and 

evaluation of the regional Budget. 

2. Clarit y in the power and responsibility between the cabinet and regional council 

in budgeting process 

3. Capacity of the members of regional council and its staffing si tuation 

4. Provision of Training and Orientation to Regional counci I members and 

committee members related with the new adopted budget reform. 

5. The quality and nature of reports presented to council and committee and practice 

evaluation and monitoring by the counci l and committee. 

Appendix 3 

Check li st of guiding questions during the intervi ew with the focal person of Budget 

reform and plan and budget department head of the region of BoFED. 

I. Difference between the previous and the new Budget reform. 

2. The role and responsibility of BoFED and the foca l person regarding with the 

strength of budget reform. 

D, if others .... . . 

4 1. Appropriated budget is announced to cost centers and employees in your 

Organization: 

A, strongly agree B, Agree C, di sagree D, Strongly di sagree 

Appendix 2 

Check list of guiding questions during the interview with the speaker of council. 

I. The Power of the Regional council regarding with appropriation, monitoring and 

evaluation of the regional Budget. 

2. Clarit y in the power and responsibility between the cabinet and regional council 

in budgeting process 

3. Capacity of the members of regional council and its staffing si tuation 

4. Provision of Training and Orientation to Regional counci I members and 

committee members related with the new adopted budget reform. 

5. The quality and nature of reports presented to council and committee and practice 

evaluation and monitoring by the counci l and committee. 

Appendix 3 

Check li st of guiding questions during the intervi ew with the focal person of Budget 

reform and plan and budget department head of the region of BoFED. 

I. Difference between the previous and the new Budget reform. 

2. The role and responsibility of BoFED and the foca l person regarding with the 

strength of budget reform. 



3 The capacity of BoFED to handle and lead the new budget reform in the region . 

4 . Benefits and difficulties of the new budget reform 

5. Arrangement of budget structure of the regional secto rs. 

6. Trai ni ng and capacity building situat ion of sectors related with the re fo rm .. 

7. Degree of follow up and suppOiting of BoFED to Budgetary sectors . 

8 . Current situation of BIS/BDA in the regional sectors 

9. The participation of cost centers and employees 10 the process of Budget 

preparation and management. 

10. Alternat ives and correcti on measures BoFED th inking to take as a solution re lated 

with the problems tracks to perform the newly budget reform properly 

II . Clarit y of the different parties for their responsibilities in Budgeting. 

12. Mapping the budget in a consistent and adequate manner 

13 Ensuring specifi c accou ntability fo r the use of funds. 

14 . The inOuenti al power of different parties (at governmental and sector level) 

Ap pendix 4 

Check lists of guiding questions during the interview with the economic advisor of the 

regional government. 

I . Role and responsibility of cabinet in the approval and appropriation of 

budget. 

2. The practice of budget approva l and appropriati on of the region . 

3. Provision of Training and orientation to regional cabinet regard ing the 

newl y Budget reform. 

3 The capacity of BoFED to handle and lead the new budget reform in the region. 

4. Benefits and difficulties of the new budget reform 

5 Arrangement of budget structure of the regional sectors . 

6. Training and capacity building situation of sectors related with the reform .. 

7. Degree of foll ow up and supporting of BoFED to Budgetary sectors. 

8. Current situation of BIS/BDA in the regional sectors 

9. The participation of cost centers and employees III the process of Budget 

preparation and management. 

10, Alternatives and correction measures BoFED thinking to take as a so lution re lated 

with the problems tracks to perform the newly budget reform properly 

II , Clarity of the different parties for their responsibilities in Budgeting, 

12 , Mapping the budget in a consistent and adequate manner 

13 . Ensuring specific accountability for the use of funds , 

14 , The innuential power of different parties (at governmental and sector level) 

Appendix 4 

Check lists of guiding questions during the interview with the economic advisor of the 

regional government. 

I, Role and responsibility of cabinet in the approval and appropriation of 

budget. 

2, The practice of budget approval and appropriation of the region, 

3, Provision of Training and orientation to regional cabinet regarding the 

newly Budget reform. 

3 The capacity of BoFED to handle and lead the new budget reform in the region. 

4. Benefits and difficulties of the new budget reform 

5 Arrangement of budget structure of the regional sectors . 

6. Training and capacity building situation of sectors related with the reform .. 

7. Degree of foll ow up and supporting of BoFED to Budgetary sectors. 

8. Current situation of BIS/BDA in the regional sectors 

9. The participation of cost centers and employees III the process of Budget 

preparation and management. 

10, Alternatives and correction measures BoFED thinking to take as a so lution re lated 

with the problems tracks to perform the newly budget reform properly 

II , Clarity of the different parties for their responsibilities in Budgeting, 

12 , Mapping the budget in a consistent and adequate manner 

13 . Ensuring specific accountability for the use of funds , 

14 , The innuential power of different parties (at governmental and sector level) 

Appendix 4 

Check lists of guiding questions during the interview with the economic advisor of the 

regional government. 

I, Role and responsibility of cabinet in the approval and appropriation of 

budget. 

2, The practice of budget approval and appropriation of the region, 

3, Provision of Training and orientation to regional cabinet regarding the 

newly Budget reform. 



4. Role and practical implementation of cabinet to monitoring and evaluation 

of the utilization and execution of budget with in the region 

5. Effect iveness, efficiency transparency and accountability in the uti li zation 

of budget 

6. Commitment of the cabinet members in planning, budget preparation and 

budget control ling based on full participation different units with in the 

sector 

7. The procedure followed by the cabinet to approve regional budget among 

sectors and type of budget 

8. The participation of cabinet members In the process of approval and 

evaluation of the sectors performance. 

4. Role and practical implementation of cabinet to monitoring and evaluation 

of the utilization and execution of budget with in the region 

5. Effect iveness, efficiency transparency and accountability in the uti li zation 

of budget 

6. Commitment of the cabinet members in planning, budget preparation and 

budget controlli ng based on fu ll participation different units with in the 

sector 

7. The procedure followed by the cabinet to approve regional budget among 

sectors and type of budget 

8. The participation of cabinet members In the process of approval and 

evaluation of the sectors performance. 

4. Role and practical implementation of cabinet to monitoring and evaluation 

of the utilization and execution of budget with in the region 

5. Effect iveness, efficiency transparency and accountability in the uti li zation 

of budget 

6. Commitment of the cabinet members in planning, budget preparation and 

budget controlli ng based on fu ll participation different units with in the 

sector 

7. The procedure followed by the cabinet to approve regional budget among 

sectors and type of budget 

8. The participation of cabinet members In the process of approval and 

evaluation of the sectors performance. 
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