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Abstract
Vs study analyzes the process of moving towards program budgeting in Ethiopian
ublic agencies and its implication on the budgeting system. The study focuses on
wdentifying reform needed for program budgeting system in Ethiopian public agencies
at federal ministries level, analyzing the attitude of employees towards new
budgeting system at the federal offices of the ministry. It also focuses on analyzing
the challenges and implication of program budgeting system in public agencies at

federal office of the ministries.

The study employed the mixed approach that is qualitative and quantitative research
design to describe the respondent’s responses and to answer the research questions.
specifically, the data was collected through semi-structured questionnaire which
contains both open-ended and closed questions. The study descriptively analyzes the
data elicited from surveys and documents. The data was presented in the form of
table and analyzed using frequency and percentage. Then the data interpreted based

on the analysis. Lastly, the findings derived from the interpretations.

The result of this combined research methodology reveal that there is no need of
new organizational design for program budgeting. However, the.study identified that
reform in financial management, linking program structure with the objectives of
organizational structure, and new technologies are needed for the implementation
of program budgeting. The study also reveals that there is a confusion and
challenges in implementing program budgeting. The study also identifies manger’s
responsibilities in the system and implication of program budgeting on the public

expenditure.

The study suggests the effective way which could be taken by the concerned body
and Ministry of Finance and Economic Development in particular, to make the

transition to program budgeting and implementation of program budgeting. Finally,
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the thesis forwarded: How the program based budgeting system will increase the
output of the public agency?, Evaluation of program budgeting in relation to
strategic policy of the government, analysis and eva!uét:’on of analytical part of
program budgeting process in public agencies, and the area of incentives and
motivation to employees in  program budgeting, legislative aspect and

administration aspect of program budgeting as the suggestion for further research.
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Chapter one

1.1. Introduction

This study deals with the move towards program budgeting system in Ethiopian
public agencies and its implication on the management of public expenditure.
Specifically, the study focuses on the move from the existing budgeting system to
the program based budgeting system in the selected federal ministries and the
implication of this new budgeting system. The need to have effective budgeting
system is just as important for nonprofit organizations, which by their nature are not
required to maximize their profits, as it is for businesses, which exist to bring the

utmost return on the stockholders’ investments.

Mullins and Pagano (2005) stated that the art of budgeting in government is
essentially a process of allocating limited financial resources to services and
activities in a manner that will most effectively meet the needs of the citizens.
Typically, a simplistic and often used approach to budgeting is called line-item
budgeting (Boex, et al, 2000). In essence, the line-item budgeting is derived from the
current year’s budget by adding amounts expected to the required by line items. It
also focuses largely on controlling resources inputs and typically uses the line-item
budget format in which the focus is on departmental expenditures for specified

purposes or objects, such as personnel, supplies, equipment and travel.

On the other hand, Cutt (1974) noted that the program budget differs from the
traditional line-item approach to preparing, reviewing, and presenting the budget.
Rather than focusing on what a community buys (personnel, commodities, etc.), a
program budget focuses on the expected results of services and activities that you
carry out. In this case, the emphasis is on the attainment of long-term, community-
wide poals. In a program budget, the organization link revenues and expenditures to

multiyear programs that meet federal ministries’ goals, objectives, and strategies.

l‘.! v oo
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Importantly, a program budget identifies the anticipated results and outputs of

these investments.

in addition, West, Eric and Lindquist (2009) assert that Program budgeting removes
activities from their organizational homes for analytical purposes and evaluates
them in terms of their contributions to hierarchically ordered objectives. As such, it
is designed to allow managers, budgetary directorate heads and policy makers to
plan, to hold implementing officials accountable, to identify redundancies, and to

compare the marginal utility of spending on different activities with similar goals.

studies performed in the area of government budgeting system also suggest that
traditional budgeting has come under criticism for being overly time consuming, and
rigid. For example, Bagdigen (2001) noted that line-item budgeting system
encounters various limitations in budgeting process, like that: it assumes activities
and methods of working will continue in the same way, no incentive for developing

new ideas, no incentives to reduce costs and encourages spending up to the budget

<o that the budget is maintained next year.

In contrust, Kluvers (2001) argued that Program budgeting system (PBS) is the
planning of public expenditure for the purpose of achieving explicitly defined results,
which may be policy objectives or simply outputs of routine public service activities.
The ultimate aim of PBS is far from simply being an elaborate way of measuring or
recording activities but instead, it is a mechanism that will help government in
decision-making depending on whether the objectives are being met or not, and

enhancing transparency and accountability.

Moreover, program budgeting as an alternative model of budget management aims
at clarifying policy priorities consistent with government’s strategic objectives and
allocates resources more tightly on strategic priorities (West, Eric and Moshe, 2009).
In addition PBS can motivate program-managers and service-providers to have a

genuine interest in improving performance. It also identify the causes of good and
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bad performance and thereby improving the value for money of public spending by

reducing waste and increasing impact and facilitate cross-institutional working.

On the other hand, many studies argued that it makes the service-providers
(Ministries, Departments or city administration and any public agency) more results-
accountable to beneficiaries of services provided, to government for policy
implementation and to taxpayers for good use made for their contribution to the
coffers of the government. This ultimately leads to more transparency. Thus, the
move is increased to run from traditional budgeting system to the new PBS in the

Ethiopian Puplic sector.

interestingly, in Ethiopia many studies have recommended that program budgeting
system is needed to be applied in Ethiopian public sector to have a better delivery of
servece to their society. Moreover, Ethiopian ministry of Finance and Economic

Development has designed to adopt program based budgeting system in the public

sector,

Number of studies also address the question how the government move towards
the program based budgeting stystem and identify the preconditions needed to be
taken to apply this new budgeting system in foreign countries. Undoubtfully, having
a clear understanding of significant problem of the line-item budgeting system and
how to apply the new budgeting system in Ethiopian government sector can be
more helpful in designing program based budgeting system for public agency.
Accordingly, this research focused on the analyzing move towards program based
budgeting system in the context of Ethiopian public agency the case of federal

ministries and the implication of this budgeting system on the activities of federal

ministries.

This study drew data from the four selected federal ministries of the Ethiopian
public agencies. The site provided an in-depth understanding of the overall aspect of

program budgeting system in Ethiopian government sector. Accordingly, one of the
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main criteria to select these four federal ministries for data collection is that they
appear that their program and budgetary directorate, and planning and budget
administration offices of the four federal ministries office-is going to have program
based budgeting system based on the guidance of the Ethiopian Ministry of Finance

and Economic Development and to change the line item budgeting system.

So, this study analyzed the move to program based budgeting system by focusing on

Ethiopian public agency at the selected four federal offices of the ministries.

1.2. Statement of the problem

Traditionally, government’s view of budget management focused primarily on input
control and resource allocation, and it was also highly centralized. Central budgeting
departments focused exclusively on control in budget management with little or no
follow-up in checking the performance of spending departments in terms of
achieving planned objectives. it has been argued that previous view of line-item
budgeting system focused primarily on resource allocation and input control, and

was usually highly centralized (Bellamy, and Kluvers, 1995).

Taken the limitation of incremental budgeting system as a whole, many
governments are striving to adopt program based budgeting as an alternative model
of budget management that aims at bringing a more direct link between allocating

resources with budgets and performance in reaching planned objectives.

The results of research conducted by Kluvers (2001) indicated that Program
Budgeting has become an accepted management tool. According to (Bellamy, and
Kluvers, 1995) 77 percent of the cities surveyed in the USA reported using program
budgeting. The longevity of Program based budgeting in large numbers of
jurisdictions, with very few reported instances of jurisdictions having tried and
rejected PBS, indicates that PBS has become a staple rather than a fad in public
management. The results of a survey conducted by Kluvers (2001) indicate that 74

percent of large cities in the USA use Program budgeting system.

B o
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several recent writings, (Bourdeaux, 2007, smithies, A 1965; Bellamy, and Kluvers,
1995) in the area of public budgeting system stated that the theory behind program
based budgeting is that in return for greater accountability for results, agency
managers will be given increased Hexibility to manage impuls as necessary in order
to produce the desired results. For this reason, many developing countries have
been transitioning to PBS in an effort to focus resource allocation decisions on

outcomes or results rather than on control over inputs.

Programs based budgeting often provide the platform for a performance based
system because of the intuitive idea that a program is the appropriate budgetary
unit for assigning managerial flexibility and responsibility for results (Bourdeaux,
2007). In this formulation, programs are the level at which agencies enter into a
contract to produce results. Programs are also often linked to result measures and
overall agency goals through a strategic planning process. Research like Wildavsky,
et al (1966) as well as the general literature suggests building a program structure
for program budgeting aligns resources with strategic plans and ties services or

products to outcomes, objectives, goals, and mission.

However, implementing program budgeting necessitates' a number of changes in
traditional budget management. Accordingly, a decision about whether to introduce
such a system in any specific country should be based on serious consideration of
the governance conditions, government structures and problems in implementing
the new budgeting system. For example, Robinson (1992) clearly stated that one of
the thorniest problems for program budgeting is the relationship between programs
and organizational structurc. similarly, Bourdeaux (2008) noted that there has been

a fundamental restructuring of the budget system in many developing countries to

move towards new budgeting model that is program based budgeting system.

In addition, Pugh (1984) argues that staff capacity to address the information
requirements of program based budgeting is the main institutional pre requisite. He

also recommends good accounting and auditing procedures' as additional pre
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requisites and general recognition of the need for reform and government agencies

need greater managerial autonomy and freedom from tight input control.

Moreover, numbers of interviews undertaken in the states of USA by Bourdeaux
(2007) showed that in the implementation of program budgeting there are lack of
clarity about program definitions and some of the programs, as defined, may lack
integrity or it is not entirely clear how different activities and associated
expenditures and revenues are assigned to programs. The other difficulties are
conflict between the legislative and executive branches over strategic control of

agency priorities as well as control over federal and other funds.

In Ethiopia, the civil service reforms went ahead without appropriate improvements
in the budgetary process, i.e., ministries were undergoing major changes without
any corresponding improvements in the way their budgets were being prepared or
executed. In 2005, the ministry of finance and economic development initiated work
on introducing program budgeting on a pilot basis in the office of ministries. The
design of programs builds on the work already carried out on strategic plans for
these ministries, with the intention of aligning resource allocation with the new

directions being implemented under those plans.

Following the above issues, introducing new budgeting system in Ethiopian
government sector is the current issue to curve the previous budgeting system
limitations. In this context, adopting program based budgeting is one issue by which
the Fthiopian government at the federal ministries would improve its budgeting

system and mitigate the limitation of traditional budgeting system.

Following the above ctatements, the transition to the program budgeting, the
difficulties in the implementation of program based budgeting-system at federal
ministries level and the implication of this budgeting system on the activities of the
agency are worth investigation. In addition, the qualification of the employees, and
human resource requirements, facilities, and administration aspect of program
budgeting are the area that require concrete study in Ethiopian context,
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Orgdnizational design and program structures for program budgeting is one aspect

of issues in moving to program budgeting in Ethiopian public agency.

in addition, other arcas like: The way to move Lo program budgeting, the level of
participation of employees, lower level management in program budgeting, the
confusions and understanding of employees on PBS and implication or
conseguences of PBS in the implementation of process, reform needed in the

ministries and identifying the challenges are the areas that are not yet studied in

Ethiopia.

So far, there is no study which deals with the process of implementing this new
budgeting system and the reform needed to implement this budgeting system and
its implication on the management of the federal ministries. Therefore, this study is
an attempt to fill this gap by analyzing the move from the traditional method to
program based budgeting in Ethiopian public agencies and its implication on the

budget process.

1.3. Objectives of the study

Based on the research problem, the main objectives of this study are:

1. To analyze the reform needed and conducted for program budgeting
system in Ethiopian public sector at federal ministries level.

2. To analyze the attitude of employees towards new budgeting system
at the federal offices of the ministry.

3. To analyze the challenges and implication of -program budgeting

system in public agencies at federal office of the ministries.
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1.4. Research questions

To achieve these broad objectives, a central research questions and sub-questions
are developed in this section. The research questions are presented as; one primary

question (PQ) and four secondary questions (SQ) in order to address the main

research question of the study.

PQ. What are infrastructures needed to implement program budgeting in the
Ethiopian public agencies at federal public agencies and how do programs interact
with competing budgetary purposes and agenda and budget structures that might

be adjusted to better improving the budgeting process?

In addition to the above the central research question, this study will seek to answer

the following secondary research questions.

sQl. Was there need for change in the organizational design needed to move

towards program budgeting?

sQ2. What technologies and human resources Were needed to move towards
program budgeting system and how well was the new system understood by the

employees?
5Q3. Is the new budgeting system participative budgeting system?

$Q4. How do the agencies apply the new budgeting system? And what is implication

of program budgeting on the management of the budget?

1.5. Significance of the study

The concept of program budgeting is not entirely new at least in the literature. Its
application, however, not yet fully in place even in developed countries. In Ethiopia
it is not only a new attempt but also part of the recent waive of reforms related to
expenditure management program. There is yet very few study conducted on the
subject yet MoFED is pushing its implementation by all government budgetary

agencies. As a new system being implemented various issues is expected to come
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out of the venture when such huge government bodies move into it all at once. This

makes the subject current and relevant both for practical evaluation and theoretical

discussion.
1.6. Scope and limitation of the study

Scope of the study

The study highly concentrates on reviewing and assessing the move to program
based budgeting system in Ethiopian public sector, the reform needed in Ethiopia to
adopt this budgeting system and the way in which this new budgeting system to be
adopted. However, assessing how the program based budgeting system will increase
the output of the public agencies and evaluation of program budgeting in public
agencies is not to be concerned under this study. In addition, the study did not

assess the entire public agency in the Ethiopia.

Limitation of the study

Having the above scope, the study is subject to the following limitations.

% First of all, the study is restricted mainly to the case of four Ministry offices

for data collection.

< |t was found that offices of budget directorate and head of planning are not

yet well organized to obtain necessary information on PBS.

% Unavailability of literaturc and concrete rescarch on the subject made it

difficult to better collect information.
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Structure of the study

This study focuses on the move towards program budgeting system in Ethiopian
public apencies and its implication at federal ministries level. Thus, the study
structured as follows. Chapter 1 deals with an introduction of the study including
background for the study, statement of problem, and scope and limitation of the
rescarch. The discussion of Literalure review ol study presented in chapter 2. The
overview of Research methodology is discussed in chapter 3. Chapter 4 presents
data discussion and analysis. Finally, Chapter 5 presents finding, conclusion and

recommendations for the study.
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Chapter two

2. Literature review

It is difficult to conceive of any public policy, objectives and activities that can be
carried out without money and the way money is allocated to those through
budgets. Therefore budgeting system is key to the implementation of all policies and
objective of the government. From theoretical point of view, these budgeting
systems may include traditional budgeting system (incremental budgeting or line
item budgeting in other ward), zero based budgeting, program based budgeting

system and performance based budgeting.

2.1. Budget concern

A major element of financial data activity rests in the act of budgeting. Budgeting is
the process of allocating finite resources to the prioritized needs of an organization.
In most cases, for a governmental entity, the budget represents the legal authority
to spend money (Hirsch, 1966). Adoption of a budget in the public sector implies
that a set of decisions has been made by the governing board and administrators

that culminates in matching a government's resources with the entity's needs. As

such, the budget is a product of the planning process.

As Jensen (2009) noted the budget also provides an important tool for the control
and evaluation of sources and the uses of resources. Using the accounting system to
enact the will of the governing body, administrators are able to execute and control
activities that have been authorized by the budget and to evaluate financial
performance on the basis of comparisons between budgeted and actual operations.
Thus, the budget is implicitly linked to financial accountability and relates directly to

the financial reporting objectives established by the GASB (Jensen, 2009).

On the other hand, the link between financial planning and budget preparation gives

the budget document a unique role in governmental organizations. In this case, the
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work of Werner (2001) suggested budgets in the public arena are often considered
the definitive policy document because an adopted budget represents the financial
plan used by a government to achieve its goals and objectives. Dean (1986) pointed
out when a unit of government legally adopts a financial plan; the budget has

secured the approval of the majority of the governing board and reflects

+ Public choices about which goods and services the unit of government will or

will not provide,

& The prioritization of activities in which the unit of government will be
involved,

& The relative influence of various participants and interest groups in the

budget development process, and

< The governmenta| unit's plan for acquiring and using its resources.

2.2. Theoretical overview of budgeting system

Many budget policies, procedures, and technical practices that we currently
associate with modern budgeting were developed during the nineteenth century
when major changes in budget practices occurred in France (Schaeffer and Yilmaz,
2008). The experiences from USA showed that over the past 30 years, governmental
entities in the United States have used a variety of budget approaches and formats.
The development of more advanced budget philosophies reflects growth in both the
scope and the complexity of governmental operations and the silmultaneous need
for systems that are capable of translating the variety of policy decisions into

financial plans (Carlin, 2004).

To effectively achieve the objective of providing services the public agencies use
different budgeting system at federal, State, Local government sector and city
administration level. The theoretical conception has alreaciy provides various
budpeting guidelines for the public agency and these various budgeting models
continue Lo be commonly used and fall predominantly into categories of (1) line-

item, or "traditional," budgeting; (2) performance budgeting; (3) program based
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budgeting (4) zero-based budgeting (zBB); and (5) site-based budgeting. In addition,
many governments use A variety of hybr idized versions to address the specific needs
of the organization. Although these approaches are considered distinct in terms of
the underlying preparation process, actual formats of the prepared budgets may be
quite similar; for example, the format of a site-based budget may be quite similar to
the format of @ line-item budget (Johnson, 2003). Based on the theoretical overview,
types of budgeting system and concept of budgeting system in public agencies and

their applicability in public agencies are to be discussed here under.

2.2.1. Program based budgeting system

Program budgeting refers to a variety of different budgeting systems that base
expenditures primarily on programs of work and sacondaril\/ on objects. It is
considered as a transitional form between traditional line-item and performance
based budgeting approaches, and it may be called modified program budgeting. In
contrast to other approaches, a full program budget bases expenditures solely on
programs of work regardless of objects or organizational units (West, Eric and
Moshe, 2000). As these two variations attest, program budgeting is flexible enough

to be applied in a variety of ways, depending on organizationa| needs and

administrative capabilities.

In addition, Program budgeting differs from approaches previously discussed
because it is much less control- and evaluation-oriented. According to Jones and
Mccaffery (2005) noted that budget requests and reporls arc cummarized in terms
of a few broad programs rather than in the great detail of line-item expenditures or
organizational units. PBS systems place a great deal of emphasis on identifying the
fundamental objectives of a governmental entity and on relating all program
expenditures to these activities. This conceptual framework includes the practices of
explicitly projecting long-term costs of programs and the evaluation of different
program alternatives that may be used to reach long-term goals and objectives

(Jones and Mccaffery, 2005). The focus on long-range planning is the major
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advantage of this approach, and advocates believe that organizations are more likely

to reach their stated goals and objectives if this approach is used.

On the other hand, PBS is the planning of public expenditure for the purpose of
achieving explicitly defined results, which may be policy objectives OF simply outputs
of routine public service activities (Mosher, 2009). The ultimate aim of PBS is far
from simply being an claborate way of measuring or recording activities but instead,
it is a mechanism that will help Government in decision-making depending on
whether the objectives are being met oOf not, and enhancing transparency and
accountability. Concerning decision-making, it helps to (Gilmour, J and Lewis et al
2006):
& Clarify policy priorities consistent with Government's strategic objectives.
& Allocate resources more tightly on strategic priorities.
< Motivate programumanagers and service-providers to have a genuine
interest in improving performance.
& |dentify the causes of good and bad performance and thereby improving the
value for money of public spending by reducing waste and increasing impact,

and facilitate cross-institutional working.

However, several limitations exist in the actual implementation of this approach,
including changes in long-tefm goals, lack of consensus regarding the fundamental
objectives of the organization, lack of adequate program and cost data, and the
difficulty of administering programs that involve several organizationa\ units.
However, Bagdigen (2001) documented that, yet despite its limitations, program
budgeting is often used as a planning, device while bhudget allocations continue to be

made in terms of objects and organizational units or structure.
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2.2.2. Conceptual Dilemmas in Program Budgeting

Why Use Program Budgeting?

Different literature on program budpgeting show that program budgeting is expected

to have the following benefits (Spigelman, 1967, Pugh, 1984, et al):

& Increases transparency by showing the relationship between funding and

public purposes.
& Gives managers freedom from restrictive control over inputs.

*

& Pprovides a platform for attaching outcomes to key public services and for
evaluating the relationship between funding and outcomes.

5o, most of public organization go 1o budget reforms. But the move to program

budgeting need to ensure that they do not undermine existing systems that provide

controls over potential waste, fraud, and abuse (Bourdeaux, 2007).

Unlike the private sector, which can focus heavily on efficiency, public systems
generally require a heavier emphasis on control. Public organizations are influenced
by public perception about how public resources are being spent, and public
organizations do not face competitive pressures to enforce efficiency (Boland and

Fowler, 2000).

Program budgeting has its origins in the 1960s with a reform known as Planning,
Programming Budgeting Systems (PPBS). As Bourdeaux (2007) coted from
(Wildavsky 1969; Schick 1966) PPBS was intended to reorient decision-making
towards a planning focus, allowing top managers to evaluate the efficiency of
existing strategies in achieving broad based objectives and to assess public
expenditures across previous budgetary and organizational silos. This reform wilted
in part from the magnitude of its ambition and it required complex analysis and

significant institutional change to support it (Schick 1973; Mosher 1969).

Since then, budgeting has been influenced by ideas surrounding performance based

budgeting, a reform that focuses hoth on performance measures or outcomes and
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on managerial entrepreneurialism (Bourdeaux, 2007). The theory behind
performance based budgeting is that managers should be held accountable for
results, but should be allowed to shift inputs as needed in order to achieve these

results (Rubin, 1990).

Based on the work of Robinson (1992) performance based budgeting has become
interlinked with program budgeting because of the intuitive idea that programs aré
the level at which managers should be given financial flexibility to achieve results.
On this point Bourdeaux (2007) added that some public agencies in USA, For
instance, Texas, New Mexico and Florida all developed their program structures, in
theory, starting with agency strategic planning and then conceptualizing programs
as the activities or strategies through which agencies achieve their goals and

objectives.

2.2.3. Line-item budgeting system

From theoretical point of view, line-item budgeting uses a budget prepared using a
previous period’s budget or actual performance as @ base, with incremental
amounts added for the new budget period. It assumes activities and methods of
working will continue in the same way. There is no incentive for developing new
ideas. In this system the budget is stable and change is gradual and Managers can
operate their departments on a consistent basis. On the other hand, Bagdigen
(2001) identified that, if the budget is prepared regarding the nature of income and

expenditure, it i called Traditional budgeting system or Line-ltem Budgeting system.

Lee and Wang (2009) noted the line-item budget approach has several advantages
that account for its wide use. It offers simplicity and ease of preparation. It is a
familiar approach to those involved in the budget development process. This
method budgets by organizational unit and object and is consistent with the lines of
authority and responsibility in organizational units. As a result, this approach
enhances organizational control and allows the accumulation of expenditure data at

each functional level. Finally, line-item budgeting allows the accumulation of
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expenditure data by orpanizational unit for use in trend or historical analysis

(Robinson, 1992)
2.2.4. Performance budgeting system

A different focus is seen in performance budgeting models. Gilmour and Lewis
(2006) affirmed that in a strict performance budgeting environment, budgeted
expenditures are based on a standard cost of inputs multiplied by the number of
units of an activity 1o be provided in that time period. The total budget for an
orpanization is the sum of all the standard unit costs multiplied by the units
expected to be provided (Bagdigen and Mubhlis, 2001). Although this strict approach
may be useful for certain types of operations, many organizations require a more
flexible performance approach. For example, expenditures may be based simply on
the activities or levels of service to be provided and a comparison of budgeted and

historical expenditure levels.

Further, Mullins and Pagano (2005) noted that performance budgeting includes
narrative descriptions of each program or activity-that is, it organizes the hudget
into quantitative estimates of costs and accomplishments and focuses on measuring
and evaluating outcomes. Finally, the performance approach eases legislative
budget revisions because program activities and levels of service may be budgeted

on the basis of olandard cost inpuls (Gilmour and Lewis, 2000).

Generally, the identification of the method of budgeting system depends on its
existing characteristics that differs it from others. In other words, Jensen (2009)
noted if the budget is prepared regarding the nature of income and expenditure; itis
called Traditional budgeting system that is the earliest applicatioﬁ in the budgeting
systems. As this system mostly depends upon the melho.d of considering materials

and line-item, it is also called Line-Item- Budgeting system.
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2.2.5. Concept of Budgeting systems in public agency and their
applicability in public agency
The definition of budgeting system has a wide understanding in different sector.
Wwhile different understanding  of budgeting exists, in specific sense for the
government sector budget is the basic way in which policies are turned into action
(Carlin, 2004). In other case, Santiso (2005) noted that the budgét sets out the plan
for government spending and therefore shows what will be delivered. It also shows
the long-term financial plan of the government for the year ahead. In focusing on
the aspect of budgeting system in government budgeting system, the concept of
budgeting system may serve different functions such as: .forcing managers to plan
ahead and therewith reducing ad hoc decisions; communicating objectives,
perceived problems and opportunities, as well as role that everyone is expected to
play; coordinating the separate activities and ensuring that all parts of the
organization in mutual harmony. Following the above concept, Jacobs (2006) noted
that budget system is a system of rules governing the decision-making that leads to

a budget, from its formulation, through its legislative approval, to its execution.

After outlining some aspects of public budgeting system above, this part aims to
highlight some budgeling systems and their applicability by the public agency.
However, it must be pointed out that a comprehensive review of all the budgeting
systems is neither possible, nor convenient regarding the space availability for this
paper. Therefore, two budgeting systems are particularly reviewed. Although there
are plenty of budgeting system in public sector, Bagdigen (2001) wrote that there
are two important types of budgeting system that is incremental budgeting system

or Traditional Budgeting System (TBS) and program based Budgeting System (PBBS).

Because the Line-Item-Budgeting System pays most of its attention on the level of
spending, it is mostly preferred by those who are seeking to control the amount of
expenditure. Therefore, as Schick (2010) refers, the importance of line itemizations
and the level of expenditure, that play crucial role in the line item budgeting in order
for resources to be ostimated, are distributed and completed on ‘objects of
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expenditure'. Furthermore, as the system ignores the evaluation of outputs, there is
no requirement within the process to address why and for what purposes the inputs
are going to be used in the budget. This means that the system does not only fail to

give information about the outputs, but also increases the cost of every single

objective.

On the other case, Caiden (2010) noted that Because of taking last year budget as
base, application of the system is seen as simply preparing of next year's budget.
The procedure does not require a great deal of work to compute next year's
spending by orienting it simply from previous year's budget items, i.e. TBS allows
participants to accept estimations without making any argument 6r disagreement. It
would be enough for decision-makers just to focus on that of last year's budget
items in order to decide on the level of spending of next year's budget. Budgetary
decision-makers do nol tend to analysis appropriateness of the objects of

expenditure on the objectives.

On the other hand, program budgets use statements of missions, goals and
objectives to explain why the resource is being spent. It is a way to allocate
resources to achieve specific objectives based on program goals and measured
results. Similarly, Cutt (1974) stated that program based budgeting aims to improve
the efficiency and effectiveness of public expenditure by linking the funding of
public sector organizations to the results they deliver, making systematic use of
performance information. Jensen (2003) define the program budgeting as budget
preparation and adoption process that emphasizes performénce management,
allowing allocation decisions to be made in part on the efficiency and effectiveness
of service delivery. This broader concept of the two budgeting system signify that
incremental and program based budgeting systems can help to determine the

benefits of the two systems in using for implementation in the government.

Hence, the move to apply the new budgeting system not the matter of choice rather

it needs a critical consideration of different factors about the budgeting system that
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going to apply (Diamond and jack, 2003). These compromises imply that the need
to budpgeting approach is not simply driven by compliance with management
attitude or values, but with a set identifying of fundamental factors that provide the
limitations and merits of each budgeting approach in government activity and
objectives. Diamond and Jack (2003) noted that the need to move from the
traditional budgeting to new budgeting is about the integrity of the program based
budgeting system in the government of financial plan to achieve their activity
through which deficiencies of the previous budgeting. system are resolved or
mitigated and identifying the process to integrate the new budgeting effort to be
used in public sector. Thus, identifying the limitation of old budgeting system and
understanding the way to devise the new budgeting system in every policy and

objectives implementation will enables government sectors institutions to achieve

their goals.

2.3.The Transition to Program Budgeting

The most recent elfort to Lansition Lo program budpeling was initiated to link public
agencies resources Lo result oriented. As Robinson (1992) noted the initial transition
to program budgeting was intended to help the new executive staff handle the
shortfall through a better understanding of the purposes for which state funds were
being spent. Program budgeting with a performance orientation was also viewed as
a best practice and one that would presumably reorient managers away from inputs

Lowards results.

The new budget instructions of program budgeting required agencies to prepare a
strategic plan with performance measures linked to countrywide priorities, as well
as to develop a budget based on programs. According to the Wildvasky (1983)
stated that each public agency had to identify its core businesses with associated
performance measures and indicators. A subset of these core businesses would be
programs which would be identified in the agency annual business plan. Each of

these programs was expected to be attached to a set of results measures and
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agencies were required to rank the importance of these programs in a prioritization

process.

2.3.1. legislative Considerations

Concerning legislative for program budgeling Caiden (2010) totally stated the
followin;; statements: “presumably program based budgeting alone could occur at
an agency rather than program level in conjunction with lump sum budgets. In
return for maximum flexibility, agency heads agree to produce certain results and
achieve a certain level of savings. The legislators and legislative slaff appear to be
also intcrested in using program designations to clarify actual levels of spending on

state services, evaluate at this level, and to strengthen the legislative ability to set

strategit priorities.”

2.3.2. Challenges in implementing Program Budgeting

Although seemingly a simple shift, the actual designation of a program structure for
the stat lies at the €ross section of several competing agendas as well as a series of
technical and organizational challenges for agency staff (Rubin, 1990). One of the
challenges associated with program budgeting is defining a program for budgetary
purposes is conceptually more complex that most people realize. According to
Bourdeaux (2007), although significant attention has been given to policy criteria
linked to strategic planning, program definitions in actuality also need to

accommodate:

& Varying levels of control and accountability.
& Demand for transparency and links to evaluation.

& Technical and managerial concerns.
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2.3.3. Linking Programs to Strategic Planning Processes

What is a Program?

Most states begin their program based performance oriented budgeting process by
attempting to define programs in relations to a strategic plan. Program should be
designed in such away that it provides to identify mission, goals, objectives and
outcomes and then the strategies or programs that would be associated with

attainment of those outcomes and objectives (Smithies, 1965).

In addition, Smithies (1965) stated that programs should be customer and outcome
focused and should result in a positive change for the programs' customers.
Programs should address key policy and service areas, and decision makers must be
able to link budget requests, funding, and expenditures to individual programs

(Pugh, 1984). Other literatures like Kluvers et al (1999) define programs as follows:

< A method to achieve goals and objectives. Formulated from goals and
objectives- a program is a means of transforming inputs into outputs and
ultimately outcomes with the best use of resources.
%+ Programs are products or items produced by the agency or services (an
action that the agency takes to fulfill its mission).
& A set of activities undertaken in accordance with a plan of action organized
to realize identifiable goals and objectives based on legislative authorization.
These definitions of a program provide a basic framework. The linkage to products,
services, or outcomes is particularly important. Different functional categories listed
in the public agencies particularly executive operations, administration, and human
resources, probably would not count as programs under the definitions above
because they are not directly associated with a distinct end product, service, or
outcome. Similarly, such criteria suggest identifying activities that produce similar

products, services, or outcomes and combining them into a single program.
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2.4.Empirical Study to integrate program based system in public
agency
There are different ideas regarding the need to adopt program bﬁdgeting system in
public agency. At the first glance, the idea take place the position of simply moving
from old budgeting system Lo the program budgeting system in government sector
or integrating program budgeting system by considering different requirement. As
per Diamond (2003), since the incremental budgeting system primarily focus on
resource allocation and input control and highly centralized, it is needed to flow
from the incremental budgeting to program budgeting. On this point this approach
to budget management accepted a set of policy objectives usually poorly articulated
with little attempt at quantification and allocated inputs to reach these objective
(Diamond, 2003). At the same, central budgeting agencies focused almost
exclusively on control and compliance as the primary modus operand in budget
management. There was often little follow up in examining the subsequent program

structure and performance of spending department.

In addition, various wrilers argued that it is important for government to shift from
the traditional budgeting system (o program based budgeting system Carlin (2004).
According to the Bagdigen (2001), in incremental budgeting or line item budgeting,
it seems rather necessary to use public resources in a way that makes sure inputs
are being used as sanctioned. If it did not so, there would be tight control by the
appropriation Body, which is in the charge of the operating the budget. It also,
seems as a good monitor to control whether the level of accepted spending has
done according 10 the initial approval. Accordingly, efficiency, accountability and
control are seen as primary ohjectives of the administration unit in incremental
budgeting system rather than focusing on the linking the budget with program
structure output. This implied that, the reforming is needed to apply the new
budgeting system in povernment public agency. In addition, the study of Carlin
(2004) also indicated that the major criticism of the traditional annual budgeting
approach is that the process is incapable of meeting the demands of the competitive
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environment in the information age. According to the finding of Carlin, et al (2004) ,
the specific criticism points are: encouraging rigid planning and incremental thinking
being time-consuming, producing, inadequate variance reports leaving the 'how' and
why' questions unanswered ignoring key drivers of shareholder value by focusing
too much attention on short-term financial numbers being a yearly rigid ritual.
Incremental budgeting system could indeed have a resource allocation and input
control without considering the performance of the government organization and

need to be replaced by the performance budgeting system(without precondition).

In contrast to the above argument, Bourdeaux (2008) emphasizes that
disagreements on TBS would be unnecessary. He indicates to the reason of
unnoticeable of disagreements. According to him, any possible disagreement
between and amongst participants would likely be upon the level of spending rather
than programs. In order to solve the matter, it seems most applicable way for them
to make some increase OF decrease in the objects of expenditure. Policies and
programs and their possible results may not need to be considered at all. It is one of
the fundamental aspects of TBS that final approval body of the budget takes into
account only list of categories included in the budget and their level of spending.
Then the approval body decides whether it is appropriate to accept or need some
increase or decrease al the level of spending regarding previous year's results as

measurement (Bourdeatix, 2008).

Other arguments have <lated that before integrating program budgeting system in
the budgeting system 0 the public sector, it needs to understand a precondition to
move towards the new system.  As pet Kluvers (2009) program based budgeting
aims to improve the efficiency and effectiveness of public expenditure by linking the
funding of public secto! organizations Lo the programed activities, functions to be
performed and objectives results they information. In doing so, they conclude that
program based budgeting should not be seen as an isolated initiative rather It

should be viewed, as pe 'L of a set of broader reforms of the program structure of
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the public agency that is designing Lo focus public management more on results
delivered and less on internal processes. These broader reforms include civil service
reforms designed to increase the motivation and incentives of_pub|ic employees;
orgar\izauonal restructuring to increase the focus on service delivery and improve
coordination. For example, creation of agencies and reduction of the number
deliver, making systematic use of performance of public agency; and institutional

and oversight changes to strengthen public accountability for performance.

Bourdeaux (2008) added that this form of budgeting was intended to reorient
decision making toward a planning focus, allowing top managers to evaluate the
efficiency of existing strategies in achieving broad-based objectives and to assess
public expenditures 3cross previous budgetary and organizational silos. The
conclusion of Bourdeaux’s (2008) argument is that a decision about whether to
introduce such a system in any specific municipal or local government agency should
be basced on sober consideration of the governance conditions, the state of the basic

public linancial management systems, and the available human and financial

resources.

In other case, Bellamy and Kluvers (1995) indicated that the implementation of
program budgeting also requires that the government becomes more transparent
and accountable to its citizens on how allocated resources were used to achieve
planned policy objectives. S0, the government should consider the way to apply the
program based budgeting system. Accordingly, Sanliso (2005) stated that experience
shows that, in order for program based budgeting to work, reconsideration of
spending priorities and program performance need to be formally integrated into
the budget process. These routines need to be designed so as to make maximum
use of available information on program performance. The precise form should be
country-specific, depending in part on national specifics such as the characteristics
of the political and administrative systems. However, some key common elements
are a strategic phase early on in the budget cycle, which incorpbrates a preliminary

consideration of the government’s broad expenditure priorities (Santiso, 2005).
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In addition to the above viewpoints, Bourdeaux (2008) added that in order to adopt
the new budgeting system there must be a general recognition of the need for
reform of governmenl structure. When introducing program budgeting model,
which promotes managerial freedom, it became evident that greater managerial
flexibility could be viewed not only as a tool to improve efficiency but also to achieve
expenditure targets that had been set (West, Eric and Moshe, 2009). Typically,
program managers are in the best position to make decisions on the most
appropriate mix of inputs to be used to produce outputs for their programs. Others
also support to integrate program budgeting into the system through defining
programs of the government, outputs, outcomes, and the links between inputs and

outputs and outputs and outcomes, together with the selection of performance

indicators.

Moreover, Diamond (2003) noted that budget reform has been an evolutionary not
discrete process. This idea is supported by the work of Bourdeaux (2008),
accordingly, before introducing the new budgeting: reform strategy must form part
of the government overall policy as well as part of municipal and local public agency
specific policy, there must be assurance of adequate levels of fiscal control, a solid
foundation of cost accounting in government, a clearly defined and well-organized
budgeting structure, Organizational capacity 1o handle program evaluation and
cultural shift to results orientated management It is always as well to recognize that

budget systems moving through distinct stages (Santiso, 2005).

It is generally agreed that a modern budget system should be able to meet three
main requirements: first, to ensure control over exbenditures and program
performance so that they are consistent with budget law, second, to stabilize the
economy through time by timely and efficient adjustment mechanisms for the fiscal
aggrepates, and third, to promote allocate and technical efficiency in service delivery
through procedures that provide incentives for greater productivity and satisfied

services delivery to the societies.
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2.5.Conclusion and knowledge gaps in respect to moving to
program pased budgeting system in Ethiopian public agency
In line with the above discussions of the literature on line item budgeting system
and the increased demand towards program budgeting system in public agency,
there had not been evidence or studies available regarding to why the Ethiopian
public agency could not apply program budgeting system, challenges to move from
the old budgeting system to program based budgeting system and the impact or

implication of this budgeting system if it applied in Ethiopian case.

Although most of the researches related to the deficiencies of line-item budgeting
and the need to accept the program budgeting system in the public sector’s
budgeting system undertaken in foreign countries, in Ethiopia, it can be said that
there is little scholarly literature on the information to indicate the concrete
deficiency of the existing budgeting system on public agency activities particu|arl\,f at
federal ministries, how to move towards the program based budgeting system, the
procedure used to adopt the new budgeting system, the challenges to accept this

new system and to what extent this new system is to be used.

In addition, while a substantial body of literature is available to assist public agency
in developing performance measures, program development for program budgeting
has received little recent attention in the scholarly literature. So, the process of
moving towards program budgeting and its implication, the challenges that might
encounter the offices of Ethiopian federal ministries and the reform needed for
program budgeting by Ethiopian federal ministries provides the gap that the

literatures did not provide any information.

Therefore, it is imperative to study this move from line-item budgeting system to

program based budgeting system in Ethiopian public agencies. Thus, based on the

gaps in literature about the Ethiopian case of needs Lo move towards the new
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budgeting system in Ethiopian public agency, the following main research question

raised:

What are infrastructures needed to implement program budgeting in the Ethiopian

public agencies at federal public agencies and how programs interact with
competing budgetary purposes and agendas and budget structures might be

adjusted to better improving the budgeting process?

So, to answer this research gap questions and other specific questions, this study
drew and collect data (rom the case of offices of federal ministries through semi-
structured questionnaire for primary data and document for secondary information

to assess the transition to program budgeting, and its implementation process and

implication of program budgeting system.
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Chapter three

3. Research methodology

3.1. Research design

In order to achieve the main research objectives a mixed method that is qualitative
and quantitative approach is adopted. The purpose of using such a mixed methods
approach is to gather data that will not be obtained by adopting a single method
and for triangulation so that the findings with @ single approach could be

substantiated with others wherever possible.

According to Creswell (2009) qualitative research is a means for exploring and
understanding the meaning of phenomenon from the view of participants. In other
case, Dawson (2002) explained that qualitative research approach enables inquirer
to inductively develop a theory ot meaning of phenomenon being studied. In other
case, qualitative research is not intended to test a predetermined theory or
hypothesis; instead, it is exploratory in nature and through induction it builds

meanings, theories or hypotheses (Greener, 2008).

In addition, Qualitative research tries to assess experiences and events contextually
and within their natural setting and attempts to analyze them holistically Louis
(2000). This implies that qualitative research examines events or circumstances
without much disruption in their natural environment and it focuses on
understanding a phenomenon in its entirety instead of detaching a constituent and
assessing it separately from its whole part. This shows that qualitative research is
concerned with, among others, developing a comprehensive understanding of a

phenomenon under investigation.

On the other hand, Creswell (2009) noted that a quantitative research approach
employs strategies of inquiry such as experiments and surveys, and collects

information using preset standardized instruments that can generate relevant
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statistical data. So, quantitative research design uses statistical methods in
describing patterns of behavior and generalizing findings from samples to

populations of interest.

Based on these, the purpose of employing both qualitative and quantitative
research method or mixed is to find and analyse the transition to program based
budgeting system and its implication, challenges in implementing the federal
ministries and explain the relationship of applying program based budgeting system
with results that will be obtained from this system through qualitative elements in
research and supporting this data with quantitative approach. Therefore, adopting
this approach with case study of the federal strategy inquiry will be to gain wide

exploration about the phenomenon being studied.

3.2 Data collection methods

Data was collected from four federal offices of the ministries. One of the main
criteria to select site ic that it appears that these ministerial offices are in the
process of implementing of program based budgeting system. Data was gathered
through semi-structured questionnaire that is both closed and open ended
questions for primary data, and documents of the offices for secondary data from

the budgetary director and planning offices of the four federal ministries.

According to Dawson (2002), semi structured questionnaires are used both in
qualitative research design and quantitative research design. It contains both closed
ended questions and 0 en-ended questions. Louis (2000) also noted that stated that
Open-ended questions in semi-structured  might be used to find out what
participants think about the issues to be studied. But closed questions in semi-
structured guestionnaire are used to enable the respondents to choose among the

alternative or to tick t| e boxes.

To focus on the primnary and secondary research questions, both open-ended

questions and closed ended questions in semi structured questionnaires used to
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collect data from the <taff in the budgetary directorate and planning of the four
ministries those who are in connection with budget administration. Respondent to
respond in hor/his own terms, the semi structured questionnaire sets the agenda

but does not presuppose the nature of the response.

So, semi-structured questionnaire used to collect the variables like the reform
needed or infrastructure required in the implementation of PBS, the attitude of
employees towards program budgeting, confusions among the employees on the
program budgeting, adequacy of training for employees, participation level of the
concerned parties in program budgeting, the understanding level of employees

about program budgeting, the way to implement PBS and others.

For further information the study used secondary data that support the primary
information for exploring information, identifying data, comparing them, weighing
their relevance and si nificance with information gathered through primary data.
The variables like the use of program budgeting in public agencies and further
information to be colle cted through secondary data that is document of the offices

of the ministries.

3.3.Sample size

Having the above melhods of data collection, purposeful Sample size was taken
from four federal ministries. Out of twenty-one ministries four ministries were
selected, that is, 15 prreent of the total ministries. These four ministries have 60
employees in their program and budgetary directorate and planning and budget
administration offices-ol the four Tederal ministers. from the Lotal of 60 employees
in the selected federal ministries, the researcher solected 30 employees as a sample
which is around 50% of the total population. Based on this, the following table

shows sample size of the respondents from four respondents.
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Table 1: Sample size in each federal ministry.

Offices of the federal_m?nistrigs R | No of e_mBIo;ées W
Minis‘{;\é ﬁnmr\omic agveloprﬁgrf——_%'oi _____ T—JH
Ministry of education - —120 | |
_ Minisi?\;ﬁ{?riculture s o 6
Ministry of health 15 8 o
Total 80 30 J

3.4.Data analysis procedures
Since this study is the descriptive type of research, the collected data was analysed
by using frequency and percentage of the respondents. To show and rank the
respondent’s responses table and graph are used. As, Greener (2008) stated that in
most types of research studies, the process of data analysis involves the following
three steps: first preparing the data for analysis, then analyzing the data and finally,
interpreting the data. Based on these steps, Content analysis of data involved

presenting data or respondent’s responses in table form or graph form then data

was analyzed using frequency percentage and the information from secondary data

supports the analyses. Then the data from open-ended questions were analyzed.
Finally, the analyzed data were interpreted into results. Lastly, the results obtained

from the analysis were presented as a finding in chapter five of this paper.
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Chapter four

4. Data presentation and analysis

4.1. Explanatory Statement
This chapter deals with data presentation, analysis and interpretation. These data

are presented and analyzed based on data collected through structured and open
ended questions in semi-structured questionnaires, and secondary data or
documents from four offices of the federal ministers. For this purpose,
guestionnaires have been distributed to 30 staft members of program and
budgetary directorate and planning and budget administration offices of the four
federal ministers, which are, ministry of finance and economic development
(MOFED), Ministry of Education (MoE), Ministry of Agriculture and Rural
Development (MoA) and Ministry of Health (MoH). Out of 30 staff members
program and budgetary directorate and planning and budget administration offices,
18 of them are budget experts, 4 are planning officers, 5 are groups head in the
budget office and 3 are budget directorates. All the questionnaires that were fielded
are returned. These questionnaires are related to program budgeting system in

Ethiopian federal public agencies and its implication.

In addition to the questionnaires, secondary data or documents that are related to

program based budgeting system were used in the presentation and analysis.

4.1.1. Personal profile of sample Respondents

In the following table, demographic information of sample respondents were
presented and analyzed. These include educational back grbund, and work
experience, position of the respondents and Educational qualification of sample
respondents. To get information on these issues the respondents were asked

structured questions and their responses are presented and analyzed here under.
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Table:2 Respondents by Education, Work Experience and Job description (position)

sn| ltems ‘Respondents

L

Frequency | Percent

1 | Position

I
Planning officer 3

P .
budget directorates 4

remereerna Ta 133

Total - 30
I

2 Qualifications

Masters Degree 10 33.33

BA/Bsc Degree 18 60

| piploma 2 6.67
e o= R 30 | 100

3 Experience

years 1-2 6 20
S T A T I T
Years4-6 o s 26.67
i £-7 B 12 |eer?

Above 8 5 16.66
e

Total 30 100
4 Field of study (specialization)
A Py

Accounting 9 16,67

-

[ S

Economics 12 40
| Management B S PTY VA
Others 5 16.66

]

Total 30 100

Source: Field survey 2011
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As it can be seen from table 2, out of 30 sample respondents, 18 (63.33%) are
budget experts, 3 (10%) are planning officers, budget directorates 4 (13.33%) and

the remaining 4 (13.33%) are group heads in the ministries budgetary control and
planning offices. When we see the work experience of the respondents, out of 30
respondents 6 (20%) of them have 1-2 years of work experience in the current
position and 9 (30%) are under category of 2-4 years of work experience. However,
33.34% of the total respondents in the four federal ministries have 4-8 years work

experience in the current position. The remaining 5 (16.66%) are the respondents

who have above 8 years of work experience.

Table 2 also shows qualification of the sample respondents. Accordingly, out of 30
respondents, 10 (33.33%) have Masters Degree and 18 (60%) of the respondents
have BA or BSc degree in different educational qualifications. The remaining 2 (6.67)
have diploma. From the table 2, majority of the responde-nts are specialized in field
of Economics which accounts for 40% of the total sample respondents. This followed
by 26.67% and 16.67 of the management and accounting field of study respectively.

The other 16.66% of the respondents are specialized in other field of education.

As it is discussed on the above two paragraphs, the majority of the respondents are
budget experts and followed by group heads and budgetary directorate of the
budgeting controlling and planning offices of the four federal ministers. This indicate
that the collected data enables us to have a clue idea of the program budgeting
system (PBS) in Ethiopian federal public agencies since budget experts in the budget
and planning offices, group head of the offices and budgetary directorate of the
offices are closely related to program budgeting system in the federal ministers and

have a clear idea of what is going on about the PBS.

In terms of educational qualification and field of study, majority of the respondents
have a good level of educational qualification that is BA or BSc degree and Masters
Degree which enables the respondents to have a clue idea of the PBS and trainable

on the subject. Moreover, majority of the respondents studied the field related to
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business which enables them to understand the implementation of PBS in the
ministries. As indicated on the above discussion, most of the respondents are
economists. This shows us majority of the respondents have an idea about planning

and programing which more important for the implementation of PBS.

In case of working experience, most of the respondents have relatively good work
experience in their current position that is from 2-6 (56.66%) years of work
experience which enables them to work effectively in the of implementing of PBS in
the federal ministers. This data shows that experts in the offices of the budgetary of
the ministries  are young, enerpetic and smoothly trainable about program
budgeting. Generally, the respondents work experience shows that majority of the

respondents a mix of young energetic and senior workers in the offices.

4.2.The transition to Program based budgeting system in public
agencies
The essence of program budpeting in federal public agencies is to allocate resources
to outputs in a program structure and allocating budgetary resources according to
government policy objectives and priorities. To make PBS in line with program
structure of the agencics, different reform processes have heen designed for the
implementation of PBS. Accordingly, the transition to program budgeting system in
Ethiopian public agencies required different prerequisite reform for the
implementation process. So, to get information on this issues the respondents were
asked different questions such as: responses for questions related to organizational
design needed to program budgeting, reform in financial management, and training

received by employees.

36 | 1Fwpe



Table: 3 Responses of respondents on organizational design for PBS

— """ [ Responses |
“Respondents — 1 [z |3 [a [rotal
MoFED A e T B T
MoE 18 1= |- |8

MOA s |1 |- 6

MoH —— [ 7 | v |8
Frequency 1. 27 [2 |1 |30
Percent - |90 |6.67 L3.?;3. 100

Source: FiEicTSUr@vEOll 17=7yé?jéﬁoif3:somewhiat—4: No'opinion
As it can be seen from the table 3, the respondents were asked whether the PBS
require new organizational design in the ministries. Accordingly, 27 of the
respondents which constitutes 90 percent supports that there is no need of new
organizational design for PBS in the Ethiopian public agencies whereas 6.67% of the
respondents from all four federal ministries responded that at some level reform is
needed in organizational design for PBS in the federal ministries. The remaining 3.33

percent of the sample respondents have no opinion on the organizational design for

PBS.

Data obtained from the open ended questions revealed that there is no need for
restructuring of organizational design that is there is no reshell of employees, no
restructuring  of information flow in the orpanizational design, restructuring
organizational authority and others instead the PBS require adjusting the new
budgeting structure with existing organizational design of the federal ministers. In
addition, the information from the document of the budgeting office in four
ministries identified that program budgeting system focusing on the already
designed of organizational objectives and it keeps programs within the existing
organizational structure that is clarifying lines of accountability and program

management. In this regard, Bourdeaux (2008) finalized that it is only by basing
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programs on product lines of the organizational structure of ministries that

programs become a useful tool for expenditure prioritization and a good means of

ncreasing pressure upon ministries to deliver better results to the community.

From the majority of the sample respondents, information obtained from the
budgeting offices of the four ministries, and the idea disclosed from the literature, it
is possible to conclude that there is no new organizational design for program
budgeting system. So, program budget keeps programs within the existing
organizational structure and combine all activities according to program objective

with the existing organizational design.

4.2.1. Reform needed in financial management in implementing PBS

The other reform which is to be concerned in PBS is financial management of the
federal public agencies. To get more information on this issue the respondents were
asked whether the federal ministries were concerned with reform in financial

management for the implementation of PBS or not.

Table: 4 Responses of respondents for reforms needed in financial management

for PBS

— T Responses N
?espondents R E 2 3 q Total
MOFED 8 2 . : 10

Mok - |s | | 6

{77 G P E R I s
MoH ' 6 1 1 |1 |8
Frequency 23 5 1 1 30
“Percent o | 76.67 | 16.67 | 3.33 |3.33 100 |

Source: Field survey 2011 1=yes 2=no 3=somewhat 4=1 do not know

The above table 4 shows the response of respondents for the questions related to
the reform needed in federal ministries. According to the responses from all four
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ministries, 25 (76.67%) said that reform in financial management for the
management of public expenditure is the main requirement for the implementation
of PBS. While other 16.67 percent of respondents stated that the existing financial
management system enables the new implementation of PBS in Ethiopian federal
public agencies and the remaining 10 percent of the samples respondents of four
ministers at some level reform s needed in financial management for the
implementation of PBS in the public agencies. This analysis shows that majority of

the respondents support that the reform in financial management is the

requirement of the PBSin the federal public agencies.

This means in order to implement PBS, planning of financial res;ources needed, and
controlling or control price, cash management and feedback system in the public
agencies’ expenditures need to be reformed from expense oriented to result based
system. In addition, from respondent’s point of view most of the respondents
showed that prior to the implementation of program budgeting system financial
management of the ministries focus on input based that is expenditure based for
the budgeting system. However, financial management of the ministries under PBS
mainly focuses on output or the objective of the ministries. This means financial
management of the public expenditure is needed to be reformed in terms of in

coordination of resources, cash management and auditing and accounting structure

of the public expenditure.

The information obtained from the budgeting offices of the four ministries and the
idea pointed out from the literature, it is possible to conclude that PBS requires the
reform in financial management for the public expenditure in planning, controlling,
coordinating and feedback of the budgeting system of the federal ministries. 5o,
program budget system requires reform of financial management from expenditure

oriented to output or objective based of the ministries or public agencies.
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4.2.2. New technologies or computer software needed for the
implementation of PBS.
The other Questions raised for the respondents were related Lo whether the new
technologies or computer software are needed for the implementation of PBS in
public agencies. The following table shows the responses of the respondents

computer software required to process PBS.

Table: 5 Responses of respondents on new computer software technology for PBS

Responses

Respondents _T_YZ)—’?’T— Total
vMerD |8 |- |- |2 10
Mok 5 - - 1 6

MoA o a |1 | |1 |6
MoH T 1§ 1 3
Frequency |z |1 |- 5 |30 |
Percentage o "~ ls0 |333] | 16.67 (100

Sourceﬂcld évavv 201] 1=yes 2:nd 3=so_r-1\'éwha”t 4=| do niotkngw_

As indicated on the above table 5, 80% of the respondents from all ministers
showed that PBS requircs additional computer software technologies to run PBS.
But, 3.33% of the sample respondents indicate that the existing software can run the
PBS. The Remaining five respondents (16.67 %,) stated that they have no idea about

requirement of new software for the program budgeting system.

From the majority of respondents’ point of view and documents of the federal
ministries showed that in addition to the existing excel system, the program system
that is IBEX (Integrated Budgel Expenditure) system s required for effective
implementation of PBS in the federal ministries’ budgeting offices. According to the

information from offices document IBEX will offer many benefits. IBEX has been



designed to be flexible and extensible meaning that additional functionality such as

new reports can be added quickly and on the fly.

A further advantage that IBEX offers is that budget and expenditure data will be
real-ime, meaning that budgets can be promptly prepared and accounts kept
current. IBEX represents a truly integrated financial management system that
addresses the core functions of financial management (Budgeting, Accounting and
Disbursements) in the short term, and is flexible enough to allow for the inclusion of
non-core. In addition, new submission format is prepared with IBEX. Accordingly,
the idea of introducing computers software for PBS and new format for the PBS is

one reform in the budgeting control and planning offices of the federal ministries.

4.2.3. Human Resources needed for PBS

In addition to the above infrastructures needed for the implementation of PBS,
human resources that used to run PBS is also one aspect of the requirement of PBS
in the public agencies. To analyze this issue, the respondents were asked whether

the existing human resources arc sufficient Lo tun PBS or nol. Based on Lhis, the

following table shows the responses for this question.

Table: 6 Responses for the sufficiency of human resources for the implementation

of PBS
— | Responses

‘Respondents L 12 13 la |Total
MoFED —— ¢ [z |2 | |10 |
MoE — 13 |2 1+ | |s
TMoA R R R D S
VATEEEE O FE P T Ts
Frequency 18 |6 |5 1 |30
percentage |0 20 1667|333 (100 |

Source: Survey 2011 ].:\;fos 2-no 3=somewhat 4= No opinion
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About 60% of the respondents apreed that additional human resources are not that
much needed for the implementation of PBS and they support that increasing the
quality of the existing human resources are sufficient to run PBS. However, 20% of
the sample respondents from all ministries agreed that there should be additional
human resources in order to effectively implement PBS in the federal public
agencies. The remaining 3.33% of the respondents identified that they have no

opinion about the level human resources is needed Lo implement PBS.

The majority agreed that existing human resource is sufficient to run the system.
Further discussion with respondents during open ended questions revealed that
they suggest improvement of skills or knowledge of existing employees is preferable
rather than additional personnel. The open ended questions also showed that the
quality of the personnel in terms of level of academic gualification, experience and
trained with specific skills in budgeting system is needed to effectively move to

program budgeting.

So, it can be concluded from the majority of the respondents point of view and
literature evidences that the requirements of experts for the implementation of PBS
is not mostly determined by the aumber of human resources but the quality of the
experts and increasing the understanding of experts about program budgeting

system.
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Figure 1 Response for the sufficiency of human resources for the implementation

of PBS

70 +—

m frequency

@ percentage

yes no somewhat no opinion

The above graph depicts the respondents’ responses about the sufficiency of human
resources for program budgeting system in terms of respondents’ frequency and

percentages.

4.2.4. PBS training for employer
In the transition to PBS in Ethiopian federal public agencies, the respondents were

asked whether the training has been provided or not.

Table: 7 Responses on PBS training for the respondents

Responses
Respondents 1 2 Total
MoFED 10 0 10
Mok 5 1 6
MoA 4 2 6
MoH 7 1 8
Frequency 26 4 30

43|Page



Percentage T | 8667 IL13'.§31'100' l
R abos I S

éo-u'rcc:rfinld survey 201 1 7]T§m 2= No

According to the table, 86.67% of the respondents affirmed being trained for the
transitioning to PBS, the remaining clients that they were not trained. This
information shows us that even though the majority of the respondents have

received PBS training, still there is a need for PBS training in the federal public

agencies.

The information from the budget controlling and planning offices also showed
training on the PBS had been provided for the most of the budget department staff
in each ministers and training is also annually scheduled on the continuous bases for
the remaining staff in each ministers. Moreover, the information from the
documents ol the ministry of Finance and Economic development indicated that
training manual has been prepared and provided for the trainees in each federal
ministry. The information also identified that the training was given in careful

manner and helpful in enabling the employees to have a clue idea of program

budgeting.

Table: 8 Respondents responses on the satisfactory of the training

 Level of . "~ Respondents
satisfactory MO ED “MOE | moa | MOH
THigh 5 |3 |4 |5
w12 [+ o o
Moderate ;T‘— 2 —ZJT—
Total —— T |s |6 |8
[ A R R R

Source: Field—Survey 2011

In terms of the satisfactory of the training, 56.67% respondents from four federal
ministries said that the given training was enough and highly satisfied. They also

pointed oul that the given training enables them to implement PBS. While 10% of
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the respondents identified training and need additional training in order to
understand the implementation of PBA. But out of total 33.33% respondents
indicated that moderately understood the training. Most of the respondents pointed
out that there should be continuous training on PBS. So, from the majority of the
respondents, it is possible to say there is still a need for sufficient training for the

effective implantation.

Figure 2 Respondents responses on the adequacy of the training
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B percentage
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This graph also shows the PBS training satisfactory level of the respondents. The
graph uses to show frequencies and percentages of the respondents to indicate the

adequacy of PBS training for employees.

4.3.Implementation of program budgeting system in federal
public agencies
This section of the paper discusses issues related to the process of implementing
PBS in federal public agencies. For this purpose, the respondents were asked the
confusions related to PBS among the participants, the attitude of respondents
towards PBS whether program budgeting structure and organizational structure

have a relation, whether the PBS used to link the budget with program structure
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output of the organization responsibility of budgetary directorate in PB, approaches

in PBS in Ethiopian federal ministers and about flow of information in PBS.

4.3.1. Confusion related to PBS

During the transition from line item budgeting system Lo PBS, some confusions were
encountered the respondents from all four federal ministries. The following table
shows the respondents’ responses for the question related to whether confusion is

occurred at the time of transition to PBS or not.

Table; 9 Responses of respondents on confusion related to PBS.

Level of . o 7'—}igga‘ldents j
confusion MOED | MOE | MOA | MOH Frequencies | Percent
Wgh |4 |3 Iy e e 46.67
Low S 12 |, |2 |9 30
Moderate |3 1 | 2 7 2333
Total 10 6 |6 |8 |30 100
I N I I N D -

Source: Field survey 2011

According to the responses obtained from the question about confusions in PBS
during the transition in to PBS showed Lhat 23.33 percent of the sample
respondents said that they moderately confused about program budgeting system.
While 30 percent of respondents from all four federal ministries stated that there is
no that much confusion during the transition to program budgeting system. The
remaining fourteen (46.67%) agreed that there |is high confusion in the

implementation to PBS.

The respondent’s point of view for open ended questions revealed that the
confusions have been derived from lack of well under standing of PBS and problems
in differentiating between PBS and line-item budgeting system, not all people in
concerned with budgeting system fully Lrained and the main confusion is related to

synchronizing or linking the program structure with existing accounting structures
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and organizational arrangements of the federal ministers. In additions, the
discussions of open ended questions indicated that since there is no cost center in
program budgeting system, some institutions were confused how to operate it. The
information also affirmed that the attempts were taken to reduce confusion by
exposing employees in different workshop regarding program budgeting and

increasing the understanding level of the employees about PBS.

Figure 3 Responses of respondents on confusion related to PBS.
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The same as the above table 9, this graph shows the confusion level of the
respondents about program budgeting in four federal ministries by using the

percentage of the respondents.
4.3.2. The attitude of respondents towards Program budgeting system

During the implementation of PBS there is different attitude towards the system. To
analyze this, respondents were asked their attitude about the PBS. The following

table shows these issues.

47|Page



Table: 10 Responses on attitude towards Program budgeting system

_—Kt-titude_oﬂfthe Respondents

respondents "MOFED | MOE | MOA | MOH Frequencies Percent
Negaive |- 1L 1 [1 |33
Positive —t5—13 |4 |6 |28 |6667
Middle one |3 2 2 2 9 30
Total \i 6 6 8 j?_ LlOi——

Source E(:Td?urvﬂey 2011

Table 10 identified the respondent’s attitude towards PBS in Ethiopian federal public
agencies. The respondents from all ministries have their own attitude towards this
budgeting system. Accordingly, out of 30 respondents 20 (66.67%) have positive
attitude towards program budgeting whereas 30% of the sample respondents are in
the middle one between the positive and negative attitude towards PB system. This
indicates that majority of the respondents support the implementation of the PBS in

Ethiopian public agencies.

Besides, open ended questions for the respondents pointed out the reasons for
positive attitudes towards program budgeting are: PBS has clearer objectives, it
provides more effective control of inputs, it provides more effective control of
outputs, it has better reporting than line item budpets and budget decisions. This

indicates that majority of the respondents support the implementation of the PBS in

Ethiopian public agencies.
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Figure 4 Responses on attitude towards Program budgeting system
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The same as the above table 10, this graph shows the confusion the attitudes of the

respondents towards program budgeting in four federal ministries by using the

percentage of the respondents.

4.3.3. The understanding of respondents about program budgeting

system

The understanding of PBS among the employees in the budgetary controlling and

planning office of the ministries are different. Accordingly, the respondents were

asked their understanding level of the PBS. The suggested variable for the level of

understanding are high level, low and moderate level of understanding.

Table: 11 Responses on the understanding of program budgeting

Understanding Respondents
level of PBS MOFED | MOE | MOA | MOH | Frequencies | Percent
High 4 2 2 3 11 36.67
Low - - 2 1 3 10
Moderate 6 4 2 4 16 53.33
Total 10 6 6 8 30 100
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The above table 11 shows the questions rose for the respondents about their
understanding level about PBS. From this table, one can-undersiand that PBS was
not well understood by the respondents. In this case, 53.33% of the respondents
from all federal ministries disclosed that the moderately understood the
implementation of PBS while 36% of the respondents said that fully understood the
process and implementation of PB in federal public agencies. Moreover, 10% of the
respondents still have low understanding of the implementation of PBS. The
responses for open ended questions showed the reasons for middle level
understanding on program budgeting: PBS provides the information for each

program structure, simply link the budgeting with outputs of organization.

These information shows that there should be continuous training on PBS for
employees in order to enable the employees 1o understand PBS. S0 the
understanding of respondents’ enables us to say the transition to program

budgeting could be smooth in the federal public agencies.

4.3.4. Relationship between program budgeting structure and
01'ganizational structure
One of the main aspects of program budgeling system in federal public agencies is
the relation between program budgeting and organizational structure. Accordingly,
the respondents were asked whether the relation between program budgeting and
organization of the federal ministries.

Table: 12 Responses for the relation between PBS structure and organizational

structure

Total
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Frequérﬂhcyrr 25 2 3 - 30
percent R . 83.33 | 6.67 |10 |- |100

“source: Field survey 2011 1=yes 2=no 3=at some level 4=no opinion

From the above table, it can be identified that most of the respondents which
constitutes 83.33% the total sample stated that there is strong organizational
structure of the federal ministries office and PBS structure of the organization. On
the other hand, 6.67% of the respondent indicated that there is no relationship
between organizational structure and PB structure of the institutions. The remaining
10% of the responses showed that at some level the organizational structure and PB

structure have a relation.

In addition, the responses from open ended questions also support that there is
relationship between PBS structure and organizational structures, program
budgeting relies upon a structured program budget and established organizational
structure that it allows the activities of several agencies or departments to be
assembled. This indicates that the program structure for PBS is more or less assigned
with organizational structures. Moreover, data obtained from document indicates
that the establishment of programs in federal public agencies should fit the

organizational structures for the implementation of PBS.

For these reasons, strong pressures arise to force programs to conform to
organizational structure. So, from the above information, one can say that PB

structure should concurrently fit the existing organizational structure of the federal

public agencies.

4.3.5. The responses for the link between program budgeting and
program structures out put 7
The chief feature of PBS is its output orientation; that is, it allows the activities of
several agencies or departments to be assembled in terms of specific output

packages. Accordingly, the respondents were asked whether there is a link between
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budget and objective or output. 50, the following table shows the responses for this

Issue.

Table: 13 Responses for the link between PBS and structure output

Responses
Response 1 2 3 4 Total
MoFED 9 - 1 - 10
MoE 4 - 1 1 6
MoA o 5 |- |1 - 18
MoH 6 . 2 § 8
Frequency 24 | - 5 " |a 30 |
Percent 80 |- 16.67 | 3.33 | 100

Source: Field survey 2011 1=yes 2=no 3=somewhat 4= No opinion

According to the above table, out of 30 respondents 24 that is 80% of revealed that
program budget has strong link with the out put or objective of program structure of
the organizations and 5 respondents which constitutes 16.67% of the sample
respondents had an idea that at some level program budget and objective of the
organization structure have a relation. However, the remaining 3.33% of the sample

have no opinion on this issue.

In addition, the information obtained from the ministries shows that most of the
time PBS is designed according the expected output or objective of that organization
and it is stated that basic idea of program budgeting is very simple: budget
information and decisions should be structured according to the objectives of
government. Moreover, it has been added that from a pure results-based
orientation, program definitions originate with the identification of outcomes
desired in program structure and then an assessment of the clusters of activities or
strategies being used to achieve these outcomes. This shows that in PBS the

resources are allocated according to the objective of the structure of that

organization.
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Erom these information it can be said that program budgeting has to conform with

program structure of the federal ministries to enables the ministries deliver the

services to the communities.

4.3.6. Methods of implementing program Budgeting system

In addition to the above aspects of PBS, how to implement PBS in Ethiopian federal
public agencies is one issue. Accordingly, the respondents were asked the ways or
methods implementing PBS in their organization. The suggested variables to this
question are whether the program budgeting system is implemented with line item
budgeting system or stand alone approaches. Based on this, the following table

depicts methods to implement PBS in public agencies.

Table: 14 Approaches of implementing PBS

Approaches for Respondents

implementing MOED | MOE | MOA | MOH Frequencies Percent

PBS

Parallel to line |7 4 2 3 16 ' 53.33

item  budgeting

system

Stand alone PBS | 3 2 4 5 94 | 46.67

Total |10 |6 6 |8 30 100
.

Source: Field survey 2011

From the table, we can understand that there is a difference among the methods of
implementing PBS in the four federal ministries. Accordingly, among 10 respondents
of MOFED, 7 of them which constitutes 43.75% of lotal 16 respondents support the
implementation is undertaking through parallel to line- item budgeting system in the
ministry and 3 respondents of the MOFED which constitute 21.43% out of 14
respondents the total who support stand- alone PBS. In all four ministries 53.33%
and 46.67% revealed that PBS is implementing in line or parallel with line item

system and stand alone approaches respectively.
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In MOE, 25% of its respondents revealed that the implementation of PBS is
undertaking through parallel with line item budgeting system and 14.29% of MOE
support that PBS is running in through stand —alone. The other respondents from
MOA identified that 12.50% of the respondents showed that PBS is implementing
parallel with line- item budgeting system and 28.57% of the respondents stated that
PB is undertaking without the traditional budgeting system. The remaining
respondents from MOH also disclosed that PBS is implementing parallel to line-item
budgeting system by 18.75% and 35.71% of the MOH also support the

implementation is undertaking without PBS.

When we see the over all four federal ministries majority of the respondents
indicated that PBS is implementing through parallel to the line item budgeting
system. This indicated by 532.33% of the total respondents support that PBS is
implemented through two way approach that is parallel to line- item budgeting

system. Whereas 46.67% the respondents from all ministries support that PBS is

implementing in stand alone approaches.

The above information shows that there is vary among the federal ministries in the

way to implement PBS. The other information from the organizations shows PBS is

implementing through parallel to line item budgeting system to support the new
budgeting system and to avoid the confusion. On the other hand, the information
from the offices indicated that PBS is implementing without the help of line item

budgeting system to save time and money.

4.3.7. Responsibilities of Head of budgetary directorate in federal public

agencies.

The other issues related to PBS in the federal public agencies are what
responsibilities would Head or manager of budgetary directorate have. Accordingly,
the respondents were asked about the responsibilities of the Head of budgeting

offices.
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Based on this, the Data obtained from open ended questions showed that majority
of the respondents stated that head of the budgetary directorate was different
responsibilities regarding the implementation of PBS in federal public budgeting
system from the point of view, the managers or head of the budgetary directorate in

PBS the implementation of PBS as follows.

% Deciding the smart objectives of the office.

& Deciding outputs or objectives and activities of the structure.

% Deciding the budgets because they are accountable to the PBS.

% Directing the implementation of PBS.

& Constructing program budgeting with the concerned parties.

% Controlling and following up the activities of program structures.
From the above issues raised by respondents, it is possible to say that the head of
budgetary department in all four federal ministries are responsible for the above

responsibilities in the implementation of PBS.

4.3.8. Flow of Information in PBS

In addition to the above aspects of PBS, how budget information flow in Ethiopian
federal public agencies is one issue. Accordingly, the respondents were asked the
how information that required to set the budget and control budget flow. Based on
this, the variables for this question is whether information flows from bottom to top
or from top to bottom of the ministries. The following table shows the responses of

the respondents.

Table 14: Responses on Flow of information for program budgeting system

How information Respondents
MOED | MOE | MOA | MOH | Frequency Percent
From bottom to |9 5 4 6 24 |80
top
from top to|l : 1 2 4 13.33 |

55 | Ptawe g



bottom )
7Ndopin|ovn” R - 11 1 o 2 6.67 !
Total 10 6 6 8 30 100 ‘1

Source: "I;i-é-l_;:f_survey 2011

The results indicate that most of the times the information flow come from the
bottom or lower level of the federal ministries budgeting and planning offices from
program department of the ministries. On this point, 80% of the respondents from
all sample ministries budgeting and planning offices identified that the information
needed to prepare budget at ministry level is come from the lower level of the each
program in Lhe organization. However, 13.33% of the respondents from all
ministries disclosed that sometimes the information come from the top level of the
organization. The remaining 6.67% of the sample respondents showed that they
have no opinion about the flow of information in PBS. This leads to say the flow of

stated that the information in program budget information could flow in both way.

4.3.9. Does the Ethiopian budget encourage participation?
One aspect of program budgeting is whether the program-budget is transparent and
encourages the participation of civil society in the government’s budget decision-
making. The suggested variable for this purpose is fully participative, semi
participative and centralized to encourage the participation of the parties. Based on
this, the following table shows the responses of the respondents on these issues.

Table: 15 The responses for the budget participation

Responses W Respondents
MoFED | MoE | MoA | MoH | Frequencies Percent
Fully participative | 2 1 2 2 7 23.33
Semi participative | 8 | 5 4 |6 |23 | 76.67
Centralized - - - - - - -
Total 10 6 6 6 30 - | 100
N N— S N -

Source:?iﬁsﬂr&(j 2011
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Based on table 15, 23.33% of the respondents from all federal public agencies
indicated that PBS is fully participative. However, 76.67 of the sample respondents

said that PBS is not fully participative rather itis semi participative.

This shows that majority of the sample respondents disclosed that program
budgeting is semi participative in process of the budget. From the open ended
question, the reasons for semi participative is that the hudgeting system of
Ethiopian Public agency is not mostly open and the planning and budgeting process

of the federal public agencies are almost closed.

4.3.10. Challenges in Implementing PBS
The other aspects of program budgeting system in federal public agencies is what
challenges conformation on this issues, the respondents were asked to have their
opinion on the factors that contribute for the challenges of implementing PBS.
Accordingly, the following table depicts the respondent’s responées for challenges

that confront the implementation of PBS.

Table: 16 Challenges in implement PBS

No | Suggested Strongl | Agree Strongly Disagreed | Total
challenges for | y agree disagreed
program budgeting | F % | F % 1F % Fol%
5 16.67

& lack of trained | 1[40 |10 |33.33 |3 10
personnel  needed | 2 '
to carry out the

requisite analysis

5 |lack of stability |9 ]30 |10 [33.33 |5 16.67 6 |20
necessary to enable
the implementation
of PBS.

3 | Lack of consistent |3 |10 |4 [13.33 |12 40 1 3667
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As it depicted in table 16 out ol the 30 respondents in all four ministries
respondents which constitutes 40% of the total respondents agreed that lack of
qualified trained personnel to carry out the PBS in Ethiopian federal public agencies
is one challenge that slightly affect the implementation of program budgeting
system. Moreover, 33.33% of the respondents strongly agreed on that the lack of
highly trained personnel for the implementation of PBS is a challenge. However, 10%
of the respondents in all the federal ministries were strongly disagreed that the lack
of trained personnel is not the challenges for the proper implementation of PBS. In
addition, 16.67% of the respondents also slipghtly agreed that the lack of trained

personnel is not the challenges that confront the implementation process of PBS in

the organizations.

As stated on the above, it can be understood that the majority of the respondents

support that the lack of trained personnel are the challenges for the implementation
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of PBS. So, it could be possible to say that PBS system could be confronted by the

lack of the trained personnel.

The table also depicts 30% of the sample respondents stronply agreed that lack of
stability of the program structure could challenge the implementation of program
budgeting system 33.33% of the respondents also agreed that stability in program
structure is necessary to properly run PBS. On the other hand, 16.67% of
respondents in all four federal ministries strongly disagreed lack of stability could
not affect the program budgeting system and 20% also agreed that stability is not
that much affect PBS. From the majority of the respondents support lack of the
program structure stability necessary to properly implement the PBS is one factor

that challenges the implementation of PBS.

Table 16 also shows that out of 30 respondents 12 respondents that is 40% of the
total sample respondents strongly disagreed that lack of political commitment
necessary to allow the reform needed to implement PBS is not challenge the
effective implementation of PBS. Moreover, 36.67% of the respondents also agreed
that lack of political commitment could affect PBS. As Kluvers (2001) noted that a
program budget cannot be initiated without sufficient political support and guidance
from the mayor, the finance director, and budget committee of the local
government. This leads to say the champions of program budgeting would depend

on the political commitment of the government.

However, 10% of the participants strongly agreed that lack of political commitment
which necessary for the reform needed could affect the implementation of PBS. The

remaining 13.33% of the respondents agreed that lack of political commitment

could affect the implementation of PBS.

The above table 16 also showed that 33.33 of the respondents strongly disagreed
about in adequate information used to run PBS is not that much the challenge in the
implementation of PBS where as 16.67% strongly disagree lack of the adequate
information is challenges that confront the implementation of PBS. However,
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26.67% of the respondents agreed that inadequate information for PBS is one factor
that challenges the implementation of the PBS in the federal public agencies. Where
as 33.33% disagreed that lack of adequate information used to run PBS is not that

much a challenge in implementation of PBS.

Table 16 also identified that 40% the respondents strongly agreed that low
understanding of employees about PBS is one factor which challenges the
implementation of PBS in federal public agencies. While other 13.33% of the
respondents strongly disagreed that low understanding of PBS was not main factor
that challenges the implementation ol PBS. The other 26.67% of the respondents
agreed that low understanding of employees about PBS is one factor which affects
the implementation of PBS and 20% of the respondents disagreed that low under

standing of employees about PBS could affect the implementation process.

Lack of clear program structure used to implement PBS is bne factor that affects the
implementation process. Accordingly, table 16 showed that 46.67% the respondents
disagree that lack of clear program structure is not the factor which confront the
implementation of PBS where as 16.67% of the respondents strongly agreed that

lack of clear program structure is one challenge which confront PBS.

The remaining 26.67 of the respondents strongly disagreed that lack of clear
program structure did not challenge the implementation process of the PBS. While
10% strongly agreed lack of clear program structure affect the process to implement

PBS.
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4.4. Implications of PBSin Ethiopian Public Agencies

This seciion discusses about the conseque

federal jublic agencies. In this case, different questions have be

respond: nts to in all four ministries.

nces of the implementation of PB in

en raised to the

Table: 17 The respondents’ responses on what PBS improve in Federal public

agencies

No |Does  program |Yes No Some what | No opinion
budgeting improve | F % F %  |F % Fo|%

1 [scrvice delivery of |12 |40 2 c57 |15 |s0 |1 |[333 ]
the ministries

2 | mformation 15 |50 3 10 10 3333 |2 |667
gathering  of the
ministries

5 TReducine waste of |16 |5333 |- | 13 4333 |1 333
Public money

4 | Financial 11 |36.67 |5 1667 |10 [3333 |4 [133
management 3

5 | Increase 13 |43.33 |6 20 11- | 36.67
transparency and
accountability in the
office

6 Setting and  follow | 18 60 3 10 9 30
up of budgets

Source: Field survey 2011

AS Lable 17 shows PBS improves seivice delivery ol the

up of budgeting and increases transparency and accountability.

ministries, improves follow

It also improve
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information gathering of the ministries. Based on this, majority of the respondents
which cc nstitutes 40% of the total sample support that program budgeting improve
service colivery of the ministries. Moreover, 50% of the respondents agreed that the

implemcntation of PBS enables the organization to deliver service effectively.
However, 6.67% said that PBS not that much improves the delivery of the ministries
and the remaining 3.33% of the respondents stated that they have no opinion on
PBS. So, from the majority of the respondents’ point of view and the related
literatur , il is possible to say PBS improves service delivery of the federal public

agencie:

In table 17, 50% of the respondents agreed that PBS improves information gathering
of the 1iinistries regarding the budget system in the offices. The other 33.33%
revealec that at some level PBS increases the ability to gafher information regarding
the budet system of the offices where as 10% of the respondents responded that
PBS docs not improve information gathering system of the organization. The

remainit g 6.67% of the sample respondents have no opinion on this idea.

Accordii g to the above table, 16 (53.33%) respondents replied that PBS reduces
waste of public money when comparing with line- item budgeting system while
43.33% espondents support that PBS relatively reduces the waste of public money.
The ren aining 3.35% replied that they do not have on opinion on this idea. This
shows that the system can reduces the waste of public resources by linking every

resource with the structured program of the public agencies.

In term, of the financial management implication of PBS, table 17 depicts that
36.67% >f the total sample respondent identified that financial management of the
federal ministries are improved through the implementation of PBS. Moreover,
33.33% the respondents from all four ministries also support that PBS relatively
improve financial management of the federal ministries. On the other hand, the

above able highlights 4 respondents which constitute 13.33 of the total

621 a



respondents replied that they do not have any information on the improvement

financial management.

The other implications of PBS in Ethiopian federal public agencies are the issues
related to transparency and accountability in the office. For this purpose, the
respondents were asked whether the implementation of PBS increases transparency

and accountability of the ministries regarding budget control or not.

Based o this, table 17 shows 13 respondents from all four ministry offices which
constitute 43.33% the total respondents agreed that the implementation of PBS
increase. the transparency and accountability in the budgeting system of the
ministries. This idea is supported by the responses of 36.67% respondents those
who sai | that PBS relatively increases the transparency and accountability in
budgetinp of the federal public agencies. But, the remaining 20% of the respondents
said tha! PBS does not that much improves the transparency and accountability of

the mini tries in budgeting process.

The above information shows us that the implementation of PBS is likely to improve
the bud; eting process of the offices in terms of transparency and accountability in

the bud; eting system.

The final points of the implications of PBS are the improvement in the setting up of
budgetii ¢ and follow up of the budgeting process of the federal ministries. In this
regard, (he respondenls were asked whether PBS improve budgeting process and
follow tp of the budget. Based on this, Table 17 shows that majority of the
respond 'nts replied that the implementation of PBS improves the setting up of
budgetig and follow up or controlling of budget in the offices of federal ministries
are impioved. In addition, 9 respondents who constitute 30% of the total sample in

all four ederal ministries office support that PBS relatively enables the budgeting

directorate to effectively set the budgeting process and follow up the budget.

63| Pawe



From the above information, it is possible to conclude that majority of the
respondents are agreed that PBS improve the follow up of the budgeting activities

with program structure of the ministries budget offices.

in addition to respondents opinion, document information from the offices
dentifies different uses of program budgeting. On the basis of practices in the
federal ministries, identified that four different uses of a program budget: (1) as a
tool of policy analysis, program budgeting facilitates comparison and evaluation of
the cost-effectiveness of alternative spending options that have the same
objectives. (2) As a means of improving government performance by giving
managers operating discretion. (3) It facilitates accounting for the full cost of
government activities. (4) It enables the government to plan ahead and set spending
priorities. The four approaches are not mutually exclusive; all can be served by the

same budget system.
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Chapter five

5. Finding, conclusions and recommendations

5.1. Summary of finding and conclusions
The main objective of this paper is to analyze the move to program budgeting
system in Ethiopian public agencies the case of Ethiopian federal ministries and its
implications in enhancing of service delivery, analyzing the process of moving
towards PBS and implementation process, analyzing attitudes of the employees
towards PBS and challenges in implementing PBS. The qualitative and guantitative of
research approaches have been used, and the data has been collected through semi

structured questionnaires and office document information.

As it was presented in the previous chapter, findings and conclusions are made from
the responses sample respondents, information from budgeting controlling and
planning offices in the ministries and literature review relating to the process of

moving towards program budgeting and its implications in public agencies. The

findings and conclusions are summarized lor the issues of the transition Lo program
budgeting, implementation of program budgeting and implication of the program

budgeting.
The transition to Program based budgeting system (PBS) in public agencies

% The surveys result showed that there is no new organizational design for
program budgeting system in the selected four ministries and the program
budgeting need Lo conform to organizational design of the public agencies.
This idea is also supported by statements of Marc Robinson et al (1992) that
stated program budgeting should ideally be based on output groups but not
restructuring of the organizational design of the public agencies because not
all organizational structures are defined in program terms. In addition,

Bourdeaux (2008) disclosed that the program budgeting ideal is that programs
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should be based on groups of services delivered to external parties (outputs)
which have common outcomes in the organizational design. So, if this is the
case in actual way of the federal ministries, it is possible to conclude there was
no need for new organizational design for the purpose of implementing
program budgeting in the case of the federal public agencies. It is also possible
to conclude that program budgeting system can keep programs within the
existing organizational structure and instead of designing new organizational
structure for program budgeting, combine all activities according to program

structure objective wilh the existing organizational design.

From theoretical point of view, one part of public financial management is
managing public expenditure. In this regard, public agencies with line item
budgeting system more focus on the expenditure that is expenditure for
authorized (budget) item only. But government’s financial m‘anagement under
program budget focuses on the expected results of services performed by the
government rather than on what a ministry buys, resources went to deliver
defined services and task. Accordingly, from the majority of the sample
respondents, and information obtained from the budgeting offices of the four
ministries and the related literature indicated that reform in financial
management for public expendilure is required for the implementation of
program budgeting system. Accordingly, financial management for
expenditure and accounting structure of the federal public agencies need to
shift from expenditure oriented Lo output or objective based of the ministries
or public agencies. Moreover, Bagdigen, Muhlis, et al (2001) also showed that
Prior to program budgeting, most public agencies accounted for expenditures
based on object class, cost center (organizational unit), and typically some mix
of functional classifications which varied widely. But government financial
management for expenditure under program budget focuses on the expected

results of services performed by the government rather than on what a
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nnistries buys (for example, human services o commodities). As a result of
this, it can be concluded that for the implementation of PBS reform in financial
management is one requirement for program budgeting system.

In the aspect of processing program budgeting, the surveys and documents of
the budgeting and planning offices indicates that program budgeting required
new technology. This result shows that in addition to the existing excel
system, the new software system that is IBEX (Integrated Budget Expenditure)
System is required for effective implementation of PBS in the federal
ministries’ budgeting offices. Accordingly, it is possible to conclude that the
idea of introducing or applying computers software for PBS is one reform in
the budgeting control and planning offices of the federal ministries.

In terms of human resources for program budgeting system, the majority of
the responses from the respondents and the related literature noted that the
transition to program budgeting is not determined by increasing number of
human resources in the budgeting offices rather it require high quality and
experienced budget experts. In addition, the evidence from literature showed
that when introducing program budgeting model, which promotes managerial
freedom, it became cvident that greater managerial flexibility and trained
personnel could be viewed not only as a tool to improve effic‘iency but also to
achieve expenditure targets that had been set (West, Eric and Moshe, 2009).
S0 it is possible to say in the moving lo program budgeting system increasing
the understanding of experts about program budgeting system through
continuous training on program budgeting is one factor that the new
budgeting system requires in the Ethiopian public agencies.

When we look at PBS training and it's satisfactory, responses from majority of
the respondents supports that most of the budgeting control and planning
offices of the ministries received the training on budgeting system and
satisfied with the training. But the survey also shows that there is sill a need

for sufficient and quality of training on program budgeting. Besides this, the
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information from ministries  budgeting offices indicates that continuous

training would be provided to the budgeting experts annually. If this is the

case, the trained of budget expert in program budgeting system will increase

and the understanding of the employees will develop. So, it can be said the

sufficiency and quality of training on program budgeting for all budgeting

experts in all federal ministries is required for the effective of implementation

of PBS.

Implementation of program budgeting system in federal public agencies

Survey results showed that the implementation of program budgeting in
federal public agencies face high level of confusion even though minority of
the respondents found themselves at lower confusion. In this case, as the
respondents and supported literature indicate, high confusions have been
derived from lack of well understanding  of PRS and problems in
differentiating between pBS and line-item budgeting system, and the main
confusion is related to synchronizing or linking the program structure with
existing accounting structures and organizational arrangements of the
federal ministries. Moreover, Jones and McCaffery (2005) noted also the
main confusions during the transition to program | budgeting are
fundamentally related to synchronizing the program structure with existing
accounting structures and organizational arrangements. Generally, from the
majority of the respondent’s view and the supported literature, it can be
understood that there is some confusion in the implementation of PBS. This
leads to conclude that there is a confusion among the employees on the
implementation of the program budgeting.

As observed from the responses of the respondents, majority of them
indicate that they have positive attitudes towards the program budgeting
system whereas some of them have negative attitudes. Besides, open ended
question for the respondents pointed out the reasons for positive attitudes
towards program budgeting are: PBS has clearer objectives, it provides more
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effective control of inputs, it provides more offective control of outputs, it
has better reporting than line item budgets and budget decisions. These
enables to conclude that the even though some of the l;espondents have
negative altitude towards program budgeting, majority of the respondents
support the implementation ol PBS in the Cthiopian public agencies at

federal ministries level.

Majority of the respondents revealed that their understanding level of
program budgeting is moderate one and some of the findings also shows the
respondents have high and low level of understanding. In that PBS provides
the information for each program structure, simply link the budgeting with
outputs of organization and others. So the understanding of respondent’s
enables us to say the transition to program budgeting moderately
understood. However, since there is low understanding of PBS among the
employees the continuous training needs to be provided for the employees.

As indicated by majority of Lthe respondents, the information from the offices
and the supported literature, there is Strong relationship between PBS
structure and orpanizational structures. Moreover, Carlin (2004) noted that
one of the thorniest concept for program budgeting is the relationship
between programs and organizational structure. In addition, Carlin (2004)
stated that if ministries have major organizational units which straddle
several programs, significant practical problems arise in linking organizational
unit budgets in the organization structure and program budgets. These
shows program budgeting relies upon a structured program budget and
established organizational structure that it allows the activities of several
agencies or departments lo be assembled in the organizational structure of
the ministries. For these reasons, it is pdssible to conclude the
implementation of the program budgeting need to combine with the
department and services under organizational structure- of the Ethiopian

federal public agencies.
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information from ministries budgeting offices indicates that continuous
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effective control of inputs, it provides more effective control of outputs, it
has better reporting than line item budgets and budget decisions. These
enables to conclude that the even though some of the respondents have
negative attitude towards program budgeting, majorily of the respondents
support the implementation ol PBS in the Cthiopian public agencies at

federal ministries level.

Majority of the respondents revealed that their understanding level of
program budgeting is moderate one and some of the findings also shows the
respondents have high and low level of understanding. In that PBS provides
the information for each program structure, simply link the budgeting with
outputs of organization and others. So the understanding of respondent’s
enables us to say the transition to program budgeting moderately
understood. However, since there is low understanding of PBS among the
employees the continuous training needs to be provided for the employees.

As indicated by majority of the respondents, the information from the offices
and the supported literature, there is strong relationship between PBS
structure and organizational structures. Moreover, Carlin (2004) noted that
one of the thorniest concept for program budgeting is the relationship
between programs and organizational structure. In addition, Carlin (2004)
stated that if ministries have major organizational units which straddle
several programs, significant practical problems arise in linking organizational
unit budgets in the organization structure and program budgets. These
shows program budgeting relies upon a structured program budget and
established organizational structure that it allows the activities of several
agencies or departments Lo be assembled in the organizational structure of
the ministries. For these reasons, it is poﬁsib%e to conclude the
implementation of the program budgeting need to combine with the
department and services under organizational structurer of the Ethiopian

federal public agencies.
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In the case of the link between program budgeting and program structure
objectives, most of the respondents stated that PBS is designed according to
the expected output or objective of that organization. This shows program
structure should be linked with each program structure of the ministries.
Moreover, Smithies (1965) noted that one idea of program budgeting making
programs conform to organizational structure and program structure output.
This means whatever the existing organizational structures are; one simply
defines programs in terms of them. As a result, it is possible to say in
implementing program budgeting, program budgeting structure need to be
designed in terms of project to be accomplished by the ministries.

From the survey results it can be understood that there is a difference
among the methods of implementing PBS in the four federal ministries. But
the information from the document of the ministry of finance and economic
development indicates that the program budgeting is implemented through
stand alone approaches and as a whole from the four ministries the result
shows moving towards program budgeting is through stand-alone
approaches.

The analysis disclosed that majority of the sample respondents stated that
program budgeting is semi participative in the process of budgeting. As
information shows the budget planning and process is a closed process with
no participation and the media have limited access to information about
upcoming budget discussions. This enables to conclude that Ethiopian
budgeting system is semi participative and does not that much encourage
the participation of the concerned parties.

In terms of the challenges that confront transition to program budgeting,
most of the suggested factors have been supported by the majority of the
respondents that those factors affect PBS implementation. Accordingly, lack
of trained personnel needed to carry out the requisite analysis of program

budgeting, lack of stability necessary to enable the implementation of PBS,
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i1k of consistent political commitment necessary to allow the reform to be
fully implementing, lack ol adequate inlormation used rlo run PBS, low
standing of employees about PBS and lack clear program structure used to
implement are the challenges that mostly indicated by majority of the

respondents in the implementation of the PBS.

Implication of PBS in Ethiopian Public Agencies

.,
R

A implied in survey results, in most cases the respondents agreed that PBS
improve the service delivery of the federal ministries by enabling the public
apencies linking the resources to the output or objective of the ministries. As
Werner (1966) noted that in program budgeting, if benefits and costs were
exhaustive, certain, and commensurable, efficient resource allocation would
result from a policy calculated to yield the greatest present value of net
benefits to communities and enables the public agencies to deliver services
to community. So, it is possible to say that PBS can improve the delivery
service of the public agencies.

In the case of reducing the waste public agencies, the survey result shows
that almost all respondents revealed that PBS can improve the waste of
public resources through making resources Lo have a link with each objective
ol the public agencies. Based on this, it is possible to conclude that PBS could
improve the management of the public resources.

According to the survey results, itis clear that PBS could enable federal
ministries to increase transparency and accountability in their budgeting
system and providing services to the conummify. Also, majority of the
respondents agreed that PBS has an ability to improve the transparency and

accountability of the federal ministries for the community.
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5.2. Recommendations

o unprove the move to program hased budgeting system and its consequences in
Ethiopian public agencies the case of federal ministries, the challenges in the
transition to program budgeting, inadequacy of training and the confusions on the
program budgeting that observed in the findings should be looked carefully. Thus,

some recommendations are forwarded to modify or alleviate them here below:-

& |t could be suggested that program budgeting of the ministries need to be
specifically separated according to the strategic plan of the ministries in its
organizational structure. In addition, each and every resdurces allocation in
PBS has to be result oriented and link with structural output of the ministries
strategic objectives. In this case, every public agencies first need to state its
mission, vision and objectives. Then prioritize or rank its strategic objectives.
Then, describe smart objectives in terms of program description. Finally,
construct or develop full program for that objective and allocate resources
for that structured program.

& The training for the experts on program budgeting should be continued in
order to maintain and increase the understanding of the employees on
program budgeting system. The training should be provided for all
employees in all ministries. In addition, il is advisable to facilitate workshop
for the experts in each ministries to share experience among the federal
budgeting and planning directory of each ministries. Since program
budgeting requires highly trained personnel to process it, it is advisable to
the ministries to provide them high quality training on PBS.

& To make the implementation process smooth, the challenges that confront
the PBS should be carefully identified and corrective action need to be taken.
To make this possible it is advisable that Ministry of finance and economic
development to establish a group that follow up the smoothness of

implementation process and take to correct the actions.
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1o make PBS more effective in increasing transparency and accountability of
the ministries, it is advisable to the ministries to measure the performances
and follow up of the whether the resources allocated to the strategic
objectives results the expected outputs of the described program or not. In
every program designing for PBS, it is advisable for the concerned bodies to
make the program structure fit with strategic objectives of the agencies. This
may results accountability and transparency in PBS.

it could be effective way for the Ethiopian public agencies to follow stand
alone implementation process of PBS. This could reduce the complication of
the budgeting system, work load in the budgeting offices, reduces costs need
to be incurred if the public agencies use parallel with line item budgeting
system to implement PBS, it is simple to the employees and it saves time to
implement PBS. -

It is advisable to the concerned bodies increasing civil societies or the
representative participation in budget hearing and budget planning to make
PBS more effective. It also advisable to growth up the degree and nature of
participation by civil society during budget hearings to say their opinion on
budget planning and budpet hearings. So this may leads to have a fully
participative PBS.

To increase the effectiveness of program budgeting, it is recommendable
that the concerned bodies should increase incentives and motivation to
employees, make legislative aspect favorable and increase the quality of
human resources, increases facilities, and promote administration aspect of
program budgeting.

The existence of adequate staff capacity to address . the informational
requirements program based budgeting is the main institutional
prerequisite. So, it is advisable to have good accounting and auditing

procedures and it is recommended that there must be a general recognition
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of the need for reform and government agencies need greater managerial
autonomy and freedom from tight input controls
Finally, it is recommended that further research is required by using the
outcomes of this research as inputs. Based on this, the study has raised the
new questions. Few of areas that this thesis could provide information and
which could be of interest for further research are presented here below.
4+ How the program based budgeting system will increase the output
of the public agency?
+ Evaluation of program budgeting in relation to strategic policy of
the government.
4+ Analysis and evaluation of analytical part of program budgeting
process in public agencies.
4+ The area of incentives and motivation to emplpyees in program
budgeting, legislative aspect and administration aspect of program

budgeting require further study.
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Appendix
Addis Ababa University

School of Business and Public Administration
Program MSc in Accounting and Finance
(To be filled by employees)

This questionnaire is designed to collect information about the move to program budgeting
<ystem in Ethiopian public agencies the case of federal ministries. The data or information
collected in such a way shall be used as primary data in my thesis, which | am conducting as
a partial fulfillment for the requirement of my study in MSc in accounting and finance at

Addis Ababa University, School of Business and Public Administration.

It is hoped that this research will contribute towards understanding of the move to program

budgeting and its implications in the public agencies. Therefore, | will be pleased to submit

a copy of my final report to your office at the completion.

vour prompt and reliable responses will be much appreciated as it will cnable the tunely

completion of this project and enhance the benefits of the paper in terms of its relevance.

Note:

» No need of writing your names.

» You may choose more than one answers.

» Where answer options are available please tick in the appropriate box &
for open ended questions, please provide your response on the space
provided. If it is not sufficient, you can use the back of each sheet by

identifying the question number.
Thank you for commitment in advance.
Part one: Personal Information

1 Position: 0 Head of department manager obudget directory oPlanning

officer 11 budget expertoigroup head

S—
;léa-'!”'?‘ e



J. Experience or number of years you work in current position.

(11-2  02-4 04-6 06-8 oDahove 8

Educational background: oCertificate oDiploma O BA/BSc Degree [ Imasters degree

What is your qualification?
A) Accounting b) Management c) Economics d) Other

part two: Questions related to the transition to program budgeting system in offices of
federal ministries. The following are questions that analyze program budgeting and its

implication.

1. Does program budgeting system require any change in organizational design?

Yes [ No [l somewhat [1 No opinion [
If yes, is there any change in

a) Structure reform[]
b) Assignment or reshelf of employees
¢} Information flow

d) Others!|

2. Does program budgeting system require reform in financial management?

Yes || No !l somewhat I do not know | Noopinion []

3. Does program budgeting system require new technological or computer

software?

—¥

Yes (1 Noll somewhat [11donotknow [1 Noopinion [

If yes, what types of technology?




4. 15 the existing human resource sufficient to run program budgeting?

ves No | somewhat No opinion

If yes, state number of human resources needed and quality

5. Have you received any training concerning about program budgeting system

Yes No ! |

6. If yes, what is your level of satisfaction?

High!| | Low! Moderate [

part three: questions related the implementation process of program budgeting system in

federal public agencies

1. Is there any confusion during transition to program budgeting
Yes () Nol

If yes, what is that confusion?

2. What is your attitude towards the program budgeting system

Negative attitude = Positive attitude Middle one |

please write the reasons for choosing such alternative




3 Ilow much is the new system understand by employee

High! | Low | Moderate '

Write reasons for level of understanding

4. I there any relation between program budgeting structure and organizational
structure?
Ves { No ! ! somewhat No opinion

Il yes, state their relation

5. tHow the agency framed program budgeting system
a) Parallel to line-item budgeting system

b) Stand-alone program budgeting system

6. What is the responsibility of managers or budgetary director in program budgeting

system?

7. The flow information in program budget is?
From bottom to top

From top to bottom



8. |5 program budgeting system
a. Fully participative
h. Semi participative

c. Centralized

State your reasons for choice

Make (x) under your choice that you think as challenge for program the implementation of

program budgeting system.

Stlégfested challenges for program | Strongly | agree Strongly Disagree

budgeting agree disagree

lack of trained personnel needed to

carry out the requisite analysis

Lack of stabilit\} necéssary to enable

the implementation of PBS.

lack  of consistent political
commitment necessary to allow the
reform to be fully implement

Lack of adequafe information used to

run PBS

l nw??é%diﬂg of employees about PBS

Lack clear program structure used to

implement




improving  service delivery of the

Malke (x) in the following table under your choice that you think as implication of

program budgeting system.
Implications ~ of prbgram budgetiﬁg yes No

wystem

ministries

somewhat | No opinion

e e e
Improving Information gathering of the

ministries

Improving Financial management

Increase transparency and

accountability in the office

Improving Setting and follow up of

budgets

_ Is your office ready to apply program budgeting system?

Yes| | Noll

2 Does program budgeting used to illustrate

a) Goals of the office [
b) Strategies of your organization

¢) Results expected from your office |

s this budgeting system reducing west of public money?

Yes No |

. Could program budgeting increases transparency?

Yes No | don’t know

Does really program budgeting system link the budget with program structure

output? Yes |/ No | | Don’t know [
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