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Abstract 

]'lIe pllljJose of this study is to assess si111ilarities and differences between Ethiopia ami two east 

, Ifrican countries with respect to budget practices and procedures. The study focused on th e 

different phases of budget cycle and cross cutting issues such as budget transparency and 

"articipalions. To conduct the stur!y qualitative research method was e111ployed. In order to 

illvestigale s igllificallt illsight about buriget transparency and participatioll ill Ethiopia Ihe 

researcher distributed questionnaires to e111ployees of Minisoy of Finance alld Econo111ic 

develop111enl of Ethiopia, specifically in the budgeting department. The study was based on 

second(JJY data sources which were collected on-line on the inte/'l1et. The stur!y indicates various 

opportunities which i111prove budget transparency and participation. The result of the stur!y 

rel'ealed that the level of transparency with regard to full disclosure of all relevant budget 

illf01'1lJ(Jtion is 1'('1), poor in Ethiopia, Kenya and Uganda. Relatively Ethiopia frequenlly 

puhlicizes burlget infor111ation. It also showed that the need to increase transparency is important 

,n !he' ,~.' ·M 11.'lich is broadly linked to the different phases of budget cycle so as to increase 

citi=ens ' purticipation in the budget decisions. Moreover, public participation in the budget 

PI'O{'('ss is \'el)' li111ited in Ethiopia, Kenya and Uganda. This is because of lack of reliable and 

"dequale infor111{J{ion. J he findings of survey wh ;cli were carried out with budgel experts (It Ihe 

lIIinistl), of fina nce and econo111ic develop111ent of Ethiopia disclose tliat budget illfor111ation is 

not uvailable for citizens in accessible, ti111ely and clear and easy to lise 111anner, exccpt velY 

lillie !Judget infor111ation during budget drafting phase. The major fac/OJ's that li111it citizen 

parlieipation in tlie budgel process are limited accessibility to burigel infor111ation, budget 

language and COlll ltl)' population. 

Key words: Budget transparency & Budget participation 
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Chapter· One: Introduction 

1.1 Background oUlle study 

The budget is an important instrument that every government uses to defi ne the directi on 

of it s national poli cy, the cost implication of government programmes and public source 

of revenue during the fi sca l year (Wildavsky, 1975). A good budget practices 

incorpora tes a long term perspective, establish linkage (0 broad goa ls, focu ses budget 

decisions on results and outcomes and invo lves and promotes effec ti ve communicat ion 

(Francisco B., et aI. , 2007). 

Stakeholders who used budget either at the organization or at countrywide leve l rai se 

complaint about various unsati sfactory budget practices and procedures like lack of 

budget participation and transparency (Folscher, 2002). As citi zens increasingly begin to 

engage in budget decisions, the absence of timely and accurate informat ion is the major 

challenges . So as to overcome thi s challenges several researchers investigated appropriate 

so lutions for budget participation of citi zens in the national budget process and allows 

members of the community to ra ise what is important for them and consequently, 

manipulate budget alloca tion. 

The study was based on the analysis of the existing theoretical and practical experiences. 

An ex tensive review of academic literature on wider budget topic used to present all 

academic links researchers have found regard ing budgeting in add ition their conclusion 

and recommendati on w ill be summari zed. 



The research also provides relevant infomlation regarding improving the budgeting 

practices and challenges on implementation. 

1.2 Statement of the problem 

Participation of citizens in the budget preparation, approval, and implementation stages is 

very essenti al because, participation is a vital ingredient in the budgct process to ensurc 

efficient provision and more equitable distribution of budget ·allocation. Moreover, it 

allows different layers· of government to know the most and unmet demands of the 

community. Finally, ci ti zen should partic ipate in controlling and evaluating the budget 

pcrfonnance of a country because, the budget funds are contributed by citizens ill the 

form of tax cs ('li s gives the right to the pub lic to control and evaluate at the time of 

collection and utili zation of funds. As citizens increasingly began to engage in budget 

decisions, the absence of accurate, timely and frequent information on budget practices 

are the major challenges. 
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1.3 Purpose statement 

1.3.1 General objective 

The main objcct ive of the study is to assess similarities and differences between Ethiopia 

and two east African countries with respect to budget practice and procedures at all stages 

of the budget process. 

1.3.2 Specific objectives 

I. To ana lyze how Ethiopia carri es out its budgeting practices at all stages of 

budget process in comparison with two east African countries. 

2. To examine thc level of pmiicipation of citizens in the budget process of 

Ethiopia in comparison with two east African countries. 

J. To assure the degree of transparency in the budget process with the aim of 

detcrmining whether the process has open and enhanced access of 

information at all phases of the budget process. 

1.4 Research question 

Does the Eth iop ia budget encourage citizens' participation in different budget phases? 

1.5 Significance of the study 

The study can be importan t to the government, managers, employees and general pub li c. 

It provides relevant information regarding budget practices and challenges on its 

implemcntation. In add iti on, it presents information abou t how correc ti ve action can be 

made during budget practices. Moreover, the research indicates vario us opportunities 

which improve the budget transparency and puticipations. 
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1.6 Scope and limitation of the study 

Even if, there are more than three countries in east Africa the study wholly depends on 

the evaluation of budget pract ice of Ethiopi a in comparison with Kenya and Uganda. Due 

to lack of time and financia l resources the focus area will be limited on the entire budget 

cycle, from budget formulation to approval, budget pa11ieipation and transparency across 

countries li sted abovc. 

1. 7 Structure of the st\ldy 

This study paper consists of five chapters. The first chapter emphasis on introduction, the 

second chapter presents review related li terature, the third chapter focuses on 

methodology. The fourth chapter contains data presentation, analysis and interpretation. 

Whereas the last chapter deals with conclusion and recommendation 
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Chapter two: Review of related literature 

The review of related literature section contai ns introduction concernll1g budget, 

Overview of budget Practices, Budget practices of Ethiopia, Kenya and Uganda, 

Empirical evidences and Conclusions. 

2.1 Introduction 

The national budget is the most important policy statement made by the Execut ive in the 

course of the year (Wildavsky, 1975). It reflects the fundam ental values underlying 

nat ional policy. It outlines the government's views of the socio-economic state of the 

nation. It is a declaration of the government 's fiscal, financial and econom ic objec ti ves 

and refl ects its social and economic priorities. 

The budgct is a critical ly important documcnt in insuring transparency, accountab ility, 

comprehensiveness and good governance (Hameed, 2005). By providing a detailed 

descripti on of proposed expenditure, it allows Parliament and the general public to "know 

where the money goes" and thus increases transparency. In addition, the budget requires 

approval by parli ament before the government can spend money or raise reveliue, making 

minis ters accountab le to Parli ament and its comm ittees. 

Fin:dly, It prov ides a regulating and di sciplin ing framework withi n which government 

departments must be managed 31~d :mlst perform their functions (Folscher, 2002).1t is 

dif"ll cult to co,,~ ·: ivc oj" any public policy that can be can'ied out wi tho ut money and the 

way money is allocated to po licies is through budgets. 
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2.2 Budget Principles 

A budget process necds to be governcd by principles like pm1icipatioll and transparcncy. 

These are the ideals but not all budgets follow them. Each budget system should be 

considered in terms of these standards, 

A. Participation 

Participation is defincd as a process through which stakeholders' inOuence and share 

control ovcr developmcnt initiatives, incl uding the decisions and resources which affcct 

them (Mwenda & Gachocho 2003), 

(UN-Habitat ,2008) defines participatory budgeting as a continuous, open and inclusive 

process di vided into di st inct stages, by which citizens and local governments widen 

mechanisms for promoting direct and indirect citizen participation in identifying local 

needs, decidi ng preferenccs as well as the implementation, monitoring and cvaluation of 

the budget, taking into account expenditure requirements and the available income 

resources, 

This is the level of involvement of all stakeholders/actors in the budget process direc tly 

or through legi timate intermediaries, The process in a budget preparation, approval, 

implementation, and review stages needs participation of various stakeholders, It :s 

through parti cipation of people that one can bring people's perspectives to the policy 

makers, It also allows citizens to hold the government accountable, to identi fy 

weaknesses in a budget, to build consensus, and tv mobilize the cOlllmunity effectively to 

meet a budget target (Zender, 1996), 
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Parti cipation in a budget process is not a luxury; it is rather a basic ri ght of all cit izens. It 

allows members of thc cOlll lllun ity to ri se what is important for them and, hence, 

influence budget allocat ions. It also allows different layers of government to know the 

most and unI11et demands of the communi ty (Zender, 1996). 

By doing so, the government and the commu nity can mobi li ze resources, provide more 

equitab le di stri bution of budgetary allocations (wi thout di scrimi nat ion based on gender, 

ethnieity, region, rural/urban, and vu lnerable groups) and effectively spend the resources. 

Thus, partic ipat ion is an essential ingredient in the budget process to ensure effi cient 

provision and more equitab le distribution of budgetary allocations (Zender, 1996). 

Through, active participation in the budget process, people could stop money or resou rces 

being allocated to act ivities that would threaten their economic rights or ensure they 

receive compensation for rights they have been denied (Zender, 1996). 

B. Transparency 

Thi s refers to the provis ion of comprehensive, accurate, timely and frequent informati on 

in usefu l formats on a country's econom ic conditions and its budget policies. It is al so 

related with the ex istence of clearly speJt out ru les, procedures, and forums on the bas is 

of whi ch budget decisions are made (IMF, 2007). 

The princip le of transparcncy is crucial to the budget process, Illundating that info rmation 

affec ting budget dec isions (budgetary and fiscal information, infonnation on 

development thrusts and programs, etc.) should be accurate, true and portray the gen ui ne 

state of the economy (IMF, 2007). 

-, , 



In addition, this informat ion should be made available and accessible to the general 

public, open to public scrutiny, and written clearly and be readily understood by the 

public. Availability of information on budget policies, expenditures, and outcomes allows 

the public to hold the government accountable, motivate citizens and civ il society to 

participate, and helps to mobilize the community effective ly to meet budget targets (lMF, 

2007). 

The principle of transparency IS important 111 the budget process. Transparency is a 

prerequisite for publi c debate; if budget in fo rmation is not available, it is dirlicult to 

discuss (IMF, 2007). 

Transparency can increase faith in the state, and can contribute to consensus building and 

comm itment. Transparency enables cit izens and civil society to hold the govern ment 

accoun table, which they can on ly do if they have information on budget polic ies, 

practi ces, expenditures and outcomes (IMF, 2007). 

Transparency in government finances implies 'opelmess about policy intentions, 

formulation and impl ementation ' (OECD, 2007& Kop its & Craig, 1998). Several studi es 

have found that fisca l transparency is associated with improved fiscal disc ipl ine, better 

credit ratings and reduced corruption (e.g. Alesina & Perotti 1996; Hameed, 2005, Alt & 

Lassen 2006). Others argue that citizens and taxpayers are entitled to full di sc losure with 

regard to the management of public money (Falscher, 2002) to ensure participation and 

accou ntab ility in poli cy processes. 
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As a resul t of this increased focll s on the provision and quality of budgetary in formatio n, 

several organisations have developed intel11ational guidelines and measurement 

frameworks. 

The OECD has developed Best Practices for Budget Transparency, which is a non­

prescriptive re ference too l (OECD, 2002). Other initiatives include the IMF Code of 

Good Practices for Fisca l Transparency (IMF ,2007), which is used for fo rmal country 

assessments, and the International Budget Project's Open Budget Initiative, 'which 

develops an index of budget transparency to compare countries across the world (IBP, 

2006). 

It is difficult to define precisely how much and what kinds of information governments 

should make publ ic ly avail ab le. While a general case can be made in favour of 

pUb li cising as much budget infermation as possible, two caveats should be kept in mind. 

Firstly, the quantity of information released to the public should not come at the cost of 

its quality. 

2.3 Why is Transparency and Participation Important? 

Good govel11ance dictates that government operations and deci sions should be made 

opcnly, and w it h the active participation of those people influenced by them. The budget 

is tlie primary economic policy documen t of governments; for thi s reason transparency 

and participat ion in the budget is particularly important (OECD, 2002). 
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Ind eed, it can be argued that in a democracy the public has the basic ri gh t to information 

about the budget and to have its views considered in budget decisions, making it an end 

in itself. Put differently, transparency is a prerequisite for democracy. However, even 

without recourse to the principles of democracy, the provision of comprehensive, 

accurate, timely and frcquc nt informat ion on a country's economic conditions and it s 

budget policies is desirable because (OEeD, 2002). 

Transparency is a prereCjuisite for public debate. Simply put, if budget information is not 

available, it is diffi cult to discuss it. Transparency also means that government budget 

po li c ies can be assessed ancl ana lyses, thus leading to improved programmes and the 

more effic ient use of resources. Transparency facilitates the iden tification of 

• 
governmental weaknesses, thus facilitating the adoption of needed reforms. 

1. Transparent govel11ments can be held accountable: legislatures and civi l soc iety wi ll 

be able better to hold government to account if they have information on government 

budget policies, practices, and expenditures. Elected office holders will also be more 

likely to make govcrnance dccisions in accordance with their mandate if thosc 

decisions are open to pub lic scrutiny. Similarly members of civ il services wi ll be 

more li kely to act in a responsible manner if their actions are transparent. 

2. An adhcrence to transparency can increase faith in gevernments. This support can 

come from the public who can better understand what their governments are doi ng, 

and thus have more confidence in government. In this respect. transparency can al so 

contribute to building consensus on and commitment to social trade-o rrs. 

10 



This increased faith in and support of a transparent government can also come from the 

international community and investors. With a clear understanding of a govern ment 's 

policies, they may be morc likely to invest in a country (OEeD, 2002). 

There is an important relationship between participation and the focus above on 

transparency. Transparency is not only an end in itself. Transparency is desired as a 

means of achieving des ired outcomes such as enabling participation. Meaningfu l 

tr3nsparency is not onl y about the availabi li ty of information, but its use. Meaningfu l 

transparency is inex tri cab ly li nked to meaningfu l parti cipation i'l the budgciary pr"c~,o 

by a va ri ety of interests. In tU l'll, therefore, the provision of sufficient opportuni ty for 

legis lature and civil society input, a budgetary process is impoliant because (OEeD, 

2002). 

I. For many of the objectives of transparency above, the avai labi lity of information is not 

enough to bring about the desired outcomes. For example, sufficient information is only 

one halfofwhat it takes to allow the legislat ure to fulfi ll its role as "keeper of the purse". 

Information may allow legislatures to monitor executive decis ions and perfOll11ance, but 

if they do not have' sufficient opportunity to act on the infol1nation they receive, their 

cversight will remain ineffective. Similarly, governments will only be accountahle if their 

cons tituencies are abl e and prepared to make li se of the informati on avai ia blc and hoi,; 

them to account. 
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L. While transparency itself engenders consenslls to po licy and allocation decisions, this 

consensus will be deepened if both the legislature and civil society arc allowed 

signi (jcant inputs in to the debate. The need for such participation opportunities is 

strengthened by the legislatures' and civil society'S closer contact with communi ties and 

interest groups. 

3. Over and above the commitment building ro le, involvement of these actors can 

improve policy and allocate decisions by bringing a different perspect ives and creativity 

to budget debates. 

2.4 Measuring transparency and participation 

The lMF code comprises a set of guidelines to establish a sound and viable transparency 

framework for fi scal policy. It is built around the following objectives, each of which 

speaks to a category of requirements: roles and responsibi lities in govell1ment should bc 

clear; information on government activities should be provided to the public; budget 

prcparation, execution, and reporting should be undel1aken in an open manner; and fisca l 

in formation should be subjected to independent assurances of integri ty (IMF, 2002). 

While the IMF Code is an important advance in efforts to promote fisca l transparency, it 

is limited, parti cularl y when it is examined from the perspective of promoting 

partic ipation in the budget deci sion-making process. The limits to the Code create an 

interest ing opportu nity for civi l society to expand its framework to encompass the 

principles of partic ipation and accountability (IMF, 2002). 
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2.5 Stages of Budget Process/Cycle 

There are four stages in the budget process/Cycle at any level of jurisdiction. These are 

budget preparation (drafiingldesign process), budget approval and appropriation 

(legislative process), budget execution (implementation process), and budget control 

(performance monitoring - audit and evaluation process (IBP, 2006). 

A. Budget Preparation 

The central agency (usually ministry of fi nance) ci rculates a budget call letter and gu ide 

line to all public bodies. Every public body is required to prepare their budget 

requirement and submit to the central agency. The central agency is responsible to 

summarizes and consolidate the national budget and finally to present this before the 

council of ministers and/or parliament (IBP, 2006), 

B. Budgct approval and appropriation 

In the second stage, once the recommended budget is reviewed and adjusted by the 

cou nci ls of ministers, it is then presented to the parliament for debate and approval. 

Annual appropriat ion of the approved budget will then follow (IBP, 2006). 

C. Budget execution/imp lementation 

The third stage is disbursement of the approved budget to the relevant agencies, 

implementation of planned activities, and recording expenditure. This is the process of 

the transfer and spending of the money which ensures that activities can happen to reach 

the required goals (IBP, 2006). 

.~ 
" 
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D. Budget control 

The fourth stage in the budget process/cycle is budget control/performance monitoring. 

This involves monitoring activities in terms of annual public bodies' reports and audit 

reports to the parliament, i.e., accounts for expenditure, evaluate and audit. This stage 

provides information that can be feed into future plans (mp, 2006). 

2.6 Budget practices of Ethiopia, Kenya and Uganda 

Thi s section comprises Ethiopia's budget process, the budgetary practi ces in Kenya in 

particular respecti ve roles of Parliament and the Executive and Budget practi ccs in 

Uganda. 

2.6.1 Ethiopia ' s Budget Pr actices 

The budget process is guided by a directive (known as Financial Calendar) issued by the 

Ministry of Finance and Economic Development (MoFED) to all entities listed as pub lic 

bodi es . This directi ve has a schedule to ensure that plmming and budgetin~ are prepared, 

approved, appropriated and executed accordingly (MoFED, 2001). 

Budget preparation is guided by a document known as Macro-Economic and fi scal 

Framework (MEFF) prepared by MoFED. The MEFF provides, among others, forecast of 

gove rnmcnt revcnue and expcnditure, expenditure financing, the split of aggregatc 

expenditures between fedcral and regional, and thc split of federal expenditures between 

recurrent and capital for the next three years (MoFED, 2001). 

14 



Based on this 3 year MEFF, MoFED prepares annual fi scal plan by January 24, which 

inc ludes identification of the amoun t of resources (foreign and domesti c) known as the 

resource envelop, the amount of money needed know as the expenditure requirement , 

setting the block grant amount for regional governments and admin istrat ive councils fro m 

all sources (domes ti c and forcign), and spilt the federal share between capital and 

recurrent budget (MoFED, 200!). 

Fo llowing this MoFED prepares the totals of the annual subsidy budgets and noti fi es the 

regional governments and administrati ve councils by February 8 at the latest. This is the 

starting point of the budget preparation. Ethiopia's budget process has the same fo ur 

stages (budget preparat ion, budget approval, budget implementation, and budget contro l) 

at all level of jill' is diction (Federal, Regional, and Woreda government) (MoFED, 200 1). 

The first stage - budget preparat ion - has four phases. First ly, all public bodies are 

required to perfol1n all budget preparation activities including mid-year program review 

fo r the current fisca l yea r, preparat ion of unit costs and work pl an fo r the upcoming fi scal 

year. Thi s phase facil itates the second phase, submiss ion of budget request in time. 

The second phase of budget preparation includes a budget call letter issued by 

MoFED/BOFED to all pub li c bodies. The budget call letter includes recurrent and capital 

budget ceilings, priorit y or focal areas to be considered in preparing the budget, 

submiss ion date of the budget request by public bodies to the respective finance and 

economi c development institutions at all jurisdictions (MoFED, 2001). 
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Public bodies are required to respond to the budget call by preparing their budget 

according to the gu idelines with their action plan. If a public body fai ls to submit its 

budget request with the time specified in the budget call letter, MoFED/BOFED shall 

recolllmend a publi c body's budget based on the infOlmation it has. 

The third phase is conducting a budget hearing (public bodies with MoFED/BOFED. 

Based on this di scussion and government policies and priorit ies, total expenditure cei ling, 

allocated cei lings for each public body; the requested budget will be rev iewed, adjusted 

and consolidated. 

The last phase is summarizat ion of the recommended budget byMoFED/B OFED/woreda 

to be presented to the executive body, Counci l of Ministers, Regional· Counc il, ancl 

Woreda Council. The executi ve body shall review and recommend the budget. 

The second stage of the budget process/cycle is budget approval and appropriation. After 

thc recommcnded budget is reviewed and adj usted by the respective executive body at all 

levels, it is then prescntcd to legislati ve bodies the fed eral house of people' s 

representatives, regional house of people's representatives, and woreda house of peop le's 

representatives fo r approval of the budget and annual appropriation of the approved 

budget at all levels. These, legislative bodies review, amend, and approve the budget. 

The third stage is buclget execution. Once the iJudget is approved and appropriated by the 

legislative bodies, MOFED/BOFED prepares the budget allocation guideline and the 

notification to pub lic bodies ancl thei r budget institutions of the source of finance and iine 

item of expenditures for the disbursement of the approved budget. The insti tutions then 

use the budget to carry out their activities for the year (MoFED, 200 1) . 
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The last stage, budget contro l, deals with performapse review. This includes acti viti es 

such as ensuring whether the revenue ut ilization is 1ccording to laws and regulations, 

ensuring whether disbursement is made accord ing to budget, ensuring whether public 

property is kept safe, and the recording and accounting procedures are up to the stand~rd. 

The office of the general aud itor is in charge of audi ting public bodies and presents its 

find ings before the House of Peoples Representat ive (MoFED, 200 1). 

2.6.2 The budgetary practices in Kenya - Respective roles of l>arliament and the 

Executive 

The budgetary procesf includes three n~ain phases: fo rmulation of the budget; reading 

and adopt ion of the budget; execu tion and oversight. 

The second phase is the one that directly inI' 01\' -~s the exclusive mandate of Parl iament 

whereas responsibili ty for draw ng up the budget !:nd carrying out tbe program in 

accordance mainly with the Execu ti ve, although Parliament i ~ responsible for tbe policy 

choices and priorities whi ch should infonn the Budget and for overseeing its 

imp lementa tion, (sem inar on pariidment, 2008). 

As far as Parliament is concern :d, the buclget should not be an event but a jJfOeess , 

CPv ~Iopi:l g throughout the year if Parlian;UH i, to pe.form its fun~(ion of overseeing the 

Executi ve. The budget in it se lf a,1<1 :lie prorCl:ure reiating 10 its shapi ng and execli tion 

undersco re ~ rllJl(:~, " lCnt a l constitut iomt! re:lationsh ip between the Execllti '''~ d,jd 

Pariiament, (seminar on pariiamePt, 2008). 
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A. Formulating the budget 

The elaboration of the budget is not only based on national needs and priorities. It is also 

affected by a variety of ex ternal factors and pressures. In many countries, the largest 

single item of expenditure - and one that is not optional - is the cost of servicing debts 

incurred in attempting to balance the budgets of previous years, (seminar on parliament, 

2008). 

Debt servicing may represent such a burden that it deprives the nat ion of resources and 

services that are crucial to its development such as education, health, social welfare, 

housing, etc. International financial institutions can impose conditions on States that 

represent great constraints on the budget draft ing process and have a significant impact 

on the welfare of the community, (seminar on parliament, 2008) . 

Parli aments need to be more involved in setting this conditionality since eventually it is 

the constituents who bear the brunt thereof. There should not be any interference in the 

responsibilities of the Executive in drawing up the budget, this process should be 

transparent and participatory so as to meet the needs of the community and also feature a 

consensus in Parliament, (sem inar on parliament, 2008). 

In one fonn or another, the process should involve not only officials and ministries but 

also "large sectors of society: private sector, industrialists, trade unions, NGOs, women's 

organizations, interests groups, etc. 

It should also involve exposed, underpri vileged groups such as the disabled, Provincial 

parl iamentary assemblies, where they exist, should also be able to contribute further to 

the elaboration of the budget, (seminar on parliament, 2008). 
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In a democratic env ironment, Parl iament should be able to influence the drafting of the 

budget more pro-actively and make sure that the ba lance of appropriations is horizontall y 

corrcct bctween the various sectors and groups of the population and vertica ll y corrcct 

between the various levels of government: national, provincial and loca l. 

One effective way of achieving this is th rough the p(esentation to Parliament by the 

Executive of a medium-term policy statement providing an opportunity for MPs to gain 

an understanding of the overall po licy framework within which the next budget will be 

developed, (seminar on parliament, 2008). 

Parliament's influence in the drafting of the budget should be the result of an ongoing 

process throughout the year, especially through its relevant committees and thanks to the 

parliamentary mechanisms availab le for raising the awareness of the Executive about the 

needs and concerns of the public: oral and written questions procedure, motions, 

inquiries, Select Committee hearings, White Papers, representations to ministers and 

departments, (seminar on parliament, 2008). 

To secure such an ongoing and meaningful contribution by Parli ament, parliamentary 

programming could, where appropriate, be revised to include separate debates and votes 

on each appropriation, as well as a fu ll budget debate, full Select Committee examination 

of each appropriation based on audited and tabled annual reports of each depm1ment, 

ministry and Government Trading Organization, (seminar on parliament, 2008). 
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Parliament can assume to the full est its oversight functions of the Executive wi th regard 

to the budget through the following mechanisms: six monthly fi scal reports and 

projections tab led and debated; mission statements for each appropriation, purchase 

agreements between min isters and departmcnts, performance agreements bctween the 

public service authori ti es and heads of departments and ministries, and specific 

government goals or strategic results areas which specifically guide annual budget 

program, (seminar on parliament, 2008). 

B. Reading and adopting of the budget 

Once the budget rcaches Parliament, it becomes "Parliament's property". It is crucial that 

Parliament should have the necessary time to proceed to a thorough read ing of the budget 

and that budget passage not be rushed through it. Parli aments need to be capacitated to 

deal with the budget adequately, (sem inar on parli ament, 2008). 

MPs should be more prepared to understand the overall structure and process of the 

budget as we ll as the underlying policy issues so as to fully perform their role with regard 

to the budget. Also, Parliaments should be equipped with the relevant technological 

faci li ties for a proper read ing of the budget, (seminar on parli ament, 2008) 

MPs should further dispose of the assistance of experts and research units and well­

trained support sta ff ab le to assist them in their duties; to that effect, capacity-building 

sess ions for the parliamentary staff should be developed. 
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The traditi onal system by wh ich a parliamentary rej ection of the budget amounts to a vo te 

of no confidence in the Executi ve leading to its resignation may affect not only the ruling 

party but the count ry as a whole, (seminar on parliament, 2008). 

Parliam ent should be enablcd by law to do more than just accept or reject the budget bil l. 

It should be ab le to di scuss the budget as an instrument of policy and to assure itse l f th at 

it meets the va lues and principles enshrined in the Constitution. 

Parliament should also be ab le to proceed to a detailed sectoral ana lysis and reading of 

the budget. It should be ab le to cross-examine the accounts, and request separate votes for 

each allocation, (seminar on parliament, 2008). 

Parliament should further be authorized by law to amend the budget so as to meet more 

adcquately the needs and aspirations of society as reflected by the varicty of the polit ical 

views within it. However, such powers should not serve to cripple the Executi ve, 

cspcc iall y in the contex t ofa dcmocratic transi ti on, (sem inar on parliament, 2008). 

The hi ghcst intcrcst of the nation should go beyond the power relations between the 

majority and the opposition in Parliament and should not hinder a democratic reading of 

the budget. Affiliation to the majority paIiy should not prevent MPs from looking at the 

budget cri tically in the intcrcsts of the electorate, (seminar on parliament, 2008). 

For the majority party to be ab le to discuss and negotiate with the other parties In 

Parliament, party caucuses in which experts inform MPs about the proposed budget may 

be a use ful instrument in reaching a consensus in Parliament. Similarly, the budget 

shou ld serve lor thc Exccu ti ve and Parliament to ac t as partners inte res ted in achiev ing 

the common good, (seminar on parliament, 2008). 
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The ex istence in Parliament of a specialized standing committee to deal with al l issues 

relating to the budget process in all its three phases is crucial to ensure that Parliament 

can perform its constitutional role in thi s fi eld, (seminar on parliament, 2008). 

Through questions and motions, Parliament may in fact be used as a forum to increase 

transparency in the entire budget process. The budget of Parli ament should be initiated, 

developed and approved by Parliament, (seminar on parliament, 2008). 

C. Executing and overseeing the budget 

Parliament's responsib ili ty with the budget does not end with its adoption. Its oversight 

and audit function s should be thoroughly enforced. To that end, there is a need to ex ist a 

fo rmal link, established by constitutional law, between the Executive and the Parli ament 

with regard to the execution of the budget. As a matter of practice, Parliament should 

arrange for regular reporting to Parliament on how the ministries spend the money 

IiI rough the following procedures: departmental annual reports, examination of each 

appropriation by parliamcntary comm ittees, audited annual accounts of each minist ry, 

spec ifi c estim ates debates on each department in parliament: independent authority of the 

Audi tor-General to report to Parliament on any matter of expenditure at any time. 

Parliament should make sure that the Auditor-General is appointed by Parliament and has 

a clear term of office, that he/she has the means to perform his/her miss ion independently 

and report to Parliament and its Finance Committee. The auditing process entails both the 

auditing of fi gures and the auditing of performances. The way in which money is actuall y 

spent should be full y documented at all stages. The fully audited presentation of accounts 

to Parli ament is one of the symptoms of democracy, (seminar on parliament, 2008). 
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Parliament shou ld see to it that judicial sanctions are provided for by law and are applied 

in case of corruption and mismanagement of State resources by officia ls and the politi ca l 

body. Parl iament shou ld also see to it that remedies are applied in case of fau lt, (sem inar 

on parliament, 2008). 

2.6.3 Budget practices in Uganda 

The national budget p lays a central ro le in the government of Uganda econom ic and 

political functions. It is used as an economic policy tool to allocate public financial 

resources in accordance with policy priorities and to use financial resources effecti ve ly to 

achieve govelllment policy goals, (budget process in Uganda, 2008). 

The budget process is characterized by relative transparency and openness and broad 

part icipation. Important components of this process are the Budget Framework Papers 

(BFPs), which are prepared at the national, sectoral and local government levels. They 

are threc-year rolling frameworks used to modernize and guide the budget process, 

setting out planned outputs and their associated expenditures in the medium term. 

The national budget is a compilation of Budget Framework Papers prepared at the 

sectora l and sub nati ona l levels. The national BFP is prepared by the Ministry of Finance . 

and Plann ing for Econom ic Development (MFPED) and consists of the expenditures 

proposed by sectors and local governments. The process is guided by the Governmcnt of 

Uganda annual budget strategy, secto r strategies and inter-mini sterial po li cy d iscuss ions 

on outstanding issues, (budget process in Uganda, and 2008). 
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Spending restrict ions and limitations arc imposed by the macro economic framework, an 

updated MTEF and its provisional cei li ngs, (budget process in Uganda, 2008). 

The preparation of the national BFP is not a highl y consultative process, since the input 

from actors out side the MFPED is relatively pass ive, (budget process in Uganda, 2008). 

Inputs such as the Annua l Budget Strategy [rom Cabinet and sector BPFs are written 

docu ments complemented with inter-mini sterial discussions usuall y initiated by MFPED. 

According to some participants these do not accommodate all the sector needs. The sector 

working groups (SWGs) are responsible for the sectoral budget process . 

The sectoral BFP is the offic ial statement of sector expenditure prioriti es and outlines the 

sector' s contribution to poverty reduction. In theory, a high-quality, well-formulated 

sectoral BFP accompanied by high sector performance leads to balanced and adequate 

allocat ions of sector cei lings in the MTEF, (budget process in Uganda, 2008). 

In practice, the PEAP does not rank its priorities nor does it provide gu idance on funding 

levels for sectors and sub-sectors. This makes the determination of sector cei lings less 

transparent. Some SWG members beli eve that major budgetary decisions are made based 

so lely on di scuss ions between the MFPED, the World Bank and the Jntemalional 

Monetary Fund (lMF), (b udget process in Uganda, 2008). 

In addi tion, the MTEF sub-sectors are managed separately and the di stribution of 

rcsources among them is determined to a large extent by the MFPED. Budgets prepared 

by the sectors often signifi cantly exceed the ceilings provided by MFPED, which leads 

the Mi ni stry to make arb itrary cuts, (budget process in Uganda, 2008). 
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According to the Donor Economists Group, sector budgets tend to be based solely on the 

projection of recurrent expenditures, with mod ifications to the budget from year to year 

merely refl ect ing changes in resource availabil ity, poli tical interference and fluctuations 

in the project support provided by development partners. This suggests that the sectoral 

I3FPs do no t reflect sector strategies and Sector Inves tment Plans (S IPs), (budget process 

in Uganda, 2008). 

2.7 Empirica l eviden ces 

The empirical evidence section centers on prior academic researchers concerning budget 

pan icipat ion in the orga ni zat ion and nat ional leve l. In add ition it Stress on the degree of 

provision of comprehensive, accurate, timely and frequent information in useful formats 

on a country's econom ic conditions and its budget po licies to the general public. 

Budget ing is one of the most researched topics in management accounting. Covaleski, 

Evans, Luft and Shi elds (2003) have categorized the existi ng researches on budgeting in 

the fo llowi ng th ree areas. 

I. Psychological based research 

The Psychological based research investigated the effect of budget ing on vari ety of 

potent ial conflicting mental states and behaviours primarily, motivation, stress, 

satisfaction, commitments, and individual management perf0n11ance. 
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2. Sociology based research 

Socio logy based studies linked budgeting to organizational theory and produces a stream 

of studies based on the contingency theory that argued the organization adopt practice 

like budgeting that improved performance, these practices vary systematica ll y depending 

on organizational variables such as, size, strategy, culture, and technology. 

3) Economics based ' research 

Thesc resca rch investigated thc usc of budgeti ng pract ices like, budget performancc 

measure, budget targets, budget based compensation and paliicipative budgeting. 

Si nce the kind of structure of budgeting research literature is very general and in some 

cases overlapping thi s thes is will present an overview of budgeting research in a more 

spec ific way and fo~u s on budgeting practices, like budget participation. Thi s top ic has 

emerged from behaviora l aspects of budgeting research where academicians wanted to 

find out, how budgets affect people, and how people in return affect budget. 

2.7. 1 Budget participation 

Accounting literature indicates the importance of participation in budget setting. It states 

that the part ic ipation of midd le and lower level managers in the budget ing process can 

have benefi cial effec t in at leas t two ways. First, the process of participation reduces 

information asymmetry in the organ izations, thereby enabling top management to gain 

insight in to issue about which lower level managers have speciali zed knowledge. 

Second, the process of part icipation may bring about a greater commitment by lower 

level manage rs to carry out the budget plan and meet the budget (Folsher, 2002). 
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Studies related to the topic of budgel pa rti cipation can be in general divided in to two 

major groups. One set of reseal·ches tri ed to investigate and determi ne the optimal 

condition of budget participation, whi le others were more interested in depicting the link 

between parti cipation and variables like, performance and job satisfaction. 

Bruns and Waterhouse (1975) discovered II1 their studies that the manager in hi ghl y 

struc tured organi zat ions tend to perceIve themselves ·as having more influence and 

therefore participate in budget planning and appear more satisfied wi th budget related 

acti vities . The researchers drew 284 managers directly involved in the budgeting process 

from 26 different companies. 

The most important findings are: 

Organizations structme in fluences the level of participation 

2 Size of organization and technology are positively correlated with 

structuring activities . 

3 Structuring implies di stribution of authority and increase in the level of 

participation 

On other hands, Brownell , (1981), found that the link between participat.ion · and 

performance was dependcnt up Oil the personality of the manager involved. The sample 

u ~ed by the researcher was laboratory experiment with 46 under graduate students and 48 

middl e leve l managers. 
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The most important findi ngs are: 

I. There is significan t interaction between participation and loclls of control 

affccting pcrformance. 

2. Participation has positive effect on performance with individuals who feel 

they have a large degree of control over their destiny. 

3. Participation has a ncgat ive cffect on performance with individuals who 

feel that their desti nies are controlled by luck, chance or fate. 

Chong (2002) found that budget participation faci litates job relevant information 

acq ui sition by I1HIIHl gcrs and thc job rclcvant infonnation, in turn associatcd by improvcd 

pcrformance. The rcsearcher drew 79 middle level managers from manufacturing 

companIes. 

Similarly, the findin g of Wentzel (2002) showed more participation fosters a higher sense 

of fairn ess, which in turn increases managcment commitment to budgeti ng goals and 

subscqucntly cnhances pcrformance.74 managers have drawn at large urban hospital. 

2.7.2 Budget transparency 

In 2005, the IBP publi shed the results of a pilot st;rvey on budget transparency, based on 

resea rch cond uctcd in 36 countries (Gomez, 2005). The study built on prior efforts by the 

IBP and SOmC of its partncr orga.liza tions in Africa , Eastern Europe and Latin America to 

develop methodologies for assessing budget transparency and participat ion in the budget 

process. 
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The pilot stud y looked at coun tri es' perfonnanee in three main areas: executi ve budget 

docul11ent s, monitoring and evaluation repo rt s, and public and legislative in vo lvement in 

the budget process. 

Overall, the study found that countries tend to do a better job of meeting international 

best practi ce guide lines for the information presented in the executive's budget proposa l 

than they do for providing information on the budget after it has been enacted, or taking 

steps to encourage public and legislative involvement in the budget process. 

Only tlVO countries namely, Slovenia and South Afbca were found to have strong 

practi ces in all of the major areas covercd by the questionnaire. 

I!: !:gh' of thi s si tu at ion, the lBP developed the Open Budget Survey, the fi rst 

indcpenden t, comparative survey of budget transparency and accountabi l it~' around the 

world . The Su rvey was first cond ucted in 2006 and most recen tl y updated in 2008 by 

Ruth Carlit z, Paolo de Renz io, Warren Krafchik and Vivek Ramkumar conducted a stud y 

On Budget Transparcncy around the Wo rl d. The researchers di scuss the results of the 

2008 survey and ways of improving budget transparency. 

The Open Budget Survey is based on an accurate questionnaire that refl ects generally 

accepted good practi ces related to public financial management. Many of the criteria used 

are similar to those deve loped by multilateral organizations such as the IMF, the 

International Organi za ti on of Supreme Audit Institut ions (INTOSA I) , and the OEeD. 

However, the survey's scope and research process clearly distinguish it from similar 

in i t i at i ves by thesc organizat ions. 
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Most of the questions in the survey focus on the content and timeliness of eight key 

budgct documents accord ing to international good practices of all count ri es should issue. 

Survey finds that the average OBI (Open Budget Index) score across the 85 countri es 

surveyed is 39 out of a possible 100. This find ing indicates that, on average, the countri es 

surveyed prov ide minimal informat ion on their central government's budget and financial 

activitics. Onl y five countries (Prance, New Zea land , South Afri ca, thc United Kingdom, 

and the United Statcs) make cxtensive information publicly availab le as required by 

genera ll y accepted good pub lic financial management practi ces. 

A further 12 cou ntri es provide substantial information to the public. The remaining 68 

countri es score poorly on the OBI. The 25 countries that provide scant or no budget 

information inc lude low-income countries like Cambodia, the Democratic Republic of 

the Congo, the Kyrgyz Republic and Nicaragua, as well as several middle- and high-

income countries such as China, Nigcria and Saudi Arabia. 

In 23 of the 25 poorest pcrform ing countries , the public cannot even see the executive's 

budget proposal before it is approved by the legislature. Instead, the public receives the 

annual budget as a fa it accompli. Thus, those most direct ly affected by the ultimate 

dec isions cannot have any mean ingfu l input into the fo rmulation or discussion of the 

government 's budget po li cies. 

In addit ion, the Government of China recently initiated a series of fisca l reform s aimed at 

improving expend iture management and making public budgeting more transparent and 

accountable through public invol vement and enhanced oversight. 
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In support of this process, the China Development Research Foundation (CDRF) 

launched a resea rch and capacity building program on public budget reforms in 2005 to 

improve responsiveness in the budget fo r developmental acti vities as well as to bui ld a 

system of strong fisca l governance. 

Among the ach ievemcnts in the fi rst phase, the proj ect introduced the fi rst parti cipatory 

budgct cxperiments in Ch ina, produced numerous research reports on fi scal issucs fo r 

na tion,,1 and local governments, and developed a handbook on public budgeting for 

deput ies to the Nati onal People's Congress. 

Building on work carried out under Phase I, the genera l objective of the Ch ina Pu bli c 

Budget Refo rm Program (CPBR) Phase If (2003) is to build knowledge and capac ity to 

improve budgeting mechanisms and processes at the national and local levels, improve 

the effic iency and effectiveness of public expenditures for social welfare, and strengthen 

transparency and accountab ility through publ ic involvement and enhanced oversight. 

The spccific objectivcs of China Public Budget Refo rm Program (CPBR) Phase II (2003) 

are as fo llows: 

I. To ana lyze Chi na's cUlTent budget ing practices and challenges at nati onal and 

local levels, and to provide po licy recommendations to guide refo rms for 

improv ing social cxpenditurcs; 

2 . To provide support to local govcrnments undertaking innovative practi ces in 

public budgeting and their instit utionalizarion, and to fac ilitate parti cipato ry 

budgeting experiences ac ross China; 
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3. To promote communication and interaction among research institutes, 

univcrsi ti cs, and governmcnt research agencies in public finance and budgeting; 

4. To strengthen the capacity of National People's Congress deputies, offic ials of 

local people's congresses, and other government officials to improve pub lic 

budgeting practices. 

The project will carry out five interrelated sUb-projects carried out by senior researchers 

from across China. These include collaborating with the Budget Working Committee of 

the Na ti onal People 's Congress in analyzing budget reforms at the local level and their 

impact on the implementation of social welfare policies, assessing different innovations 

in budget refo rm in itiated by local governments, such as participatory budget ing 

experiments and performance l11anage l~l ent , and updating the Handbook on Public 

Budgeting with new research and analys is for di stribution to all of the deputies to the 

Na tional Peoplc's Congress. 

The project is expected to contribute to the following outcomes: 

I. Increased knowledge and capacity among deputies of the People's National 

Congress, and local level policy makers and officials, to undertake informed 

decisions wit h respect to public finance and in par1icular budgetary refonTIs; 

2. Improved social development policies and programs being implemented at the local 

level; 

3. Increased transparcncy in Ihe budget process and improved overs ight mechani sms, 

leading to improved local level governance and democratic practices in 

budgeting; 
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4. Replication of participatory budgeting experiences across Chi na, and other positive 

local government innovations in publi c budgeting; and 

5. Increased interaction among research institutions, government agencies, civil 

organizations and the media on issu<;;, around access to pub lic goods and 

budgetary processes. 

Francisco Bastida · and Bernardino Ben ito (Aug 2007) conducted study to assess 

transpa rency in budget practices. 

The researchcrs ana lyzcd to what ex tent a sample of 4 1 countries are meeting OEeD 

requirements according to its Best Practices for Budget Transparency document (OBP). 

The researchers rind an average OBP fulfilment of 56.4 per cent. 

Transparency is negatively correlated with corruption and positively correlated with 

econom ic development. Countries receiving external financia l and tech nical support meet 

felVer OBP recommendations than countries not receiving it. Considering the polit ical 

framework, both progressive and conservative governments reach similar transparency 

levels. 

OECD members do not signirieantly fulrill more OBP suggestions than non-members. In 

respect of 4 variables: transparency, corruption, democracy and development, four 

clusters of countries anse: top-performing, low transparency-developed, low 

transparency-developing and worst-performing. 
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In thi s paper, the OEeD/World Bank Budgeting Database (OWD) has served as the main 

sourcc of data. This database provides comparab le information on nearly 300 aspects of 

budget formulation, approva l, and implementation and audit phases in each OEeD 

member country and in 30 non-member countri es. 

T he database is uniquc and serves as a fundam ental academic resource fo r governm cnt 

ana lytica l work. Sincc th c slll'vey exam ines a ll aspects of budgeti ng, it providcs 

comprchensive data, allows a Deller understand ing of budget practices, and provides 

wc ll -info rmed anal ys is and quantitative measures . 

In order to assess governmen t transparency in budget practices the researchers have 

analyzed to what extcn t governments from an international sample meet the OEeD 

requ ircmcnts, indicated in its Best Practices for Budget Transparency doculllcnt. 

The researchers havc found an average fulfillment of 56.4 per cent of the practi ces 

suggested in that document. In genera l, the si tuation represents a far from 'accep table ' 

OB P implementatio n. Onl y 14 out of 41 countries (34.15 per cent) meet more than 60 per 

ce ll t of the OBP suggesti ons. 

From the researchers' poi nt of view, govcrnments have a duty to make a,l effort to 

increase budget transparency, si nce it allows cit izens and financi al markets to properl y 

assess government finan cial position and performance; it also improves the deci sion­

making process of economic agents. Some countries provide more transparent budget 

reports than 1V0uid be expected of them if we consider their development. 
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For example, Bolivia, Jo rdan and Hu ngary perform above average. The researchers think 

the main reason for this resu lt is that these countries have implemented fiscal reform s 

recomlllended by the IMF and the World Bank. Other developing countries al so reach 

high scores, and this could show the impact of consultants and international organ izations 

spreading the formal attributes of the OEeD reporting model. On the contrary, Austria, 

Germany and Spain rcach low scores. These resu lts might have been affected by the 

federa l structure of these countri es. A federal government "is not di sclosing some 

information that is perfec tl y well di sc losed by sub-nat ional authorities. 

This information is not covered by the country responses to the OEeD/WB 

qucs ti onnaire. The best performing co untry is New Zealand. This result was expected, 

, ;j iCC New Zealand public sector reforms have received worldwide attention and praise 

(for examp le, from thc OECC and lh~ World Bank). In this way, the New Zealand 

governmcnt ha~ com mitted to h regime in which their fisca l plans are as transpa rent as 

poss ible. 

Budget reports transparency is sign ificantl y co rrelated with corruption level, meanlllg 

that the less corrupt a co untry is, the more transparent its budget reports are. 
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2.8 Conclusions 

Most stud ies proved that budget parti cipat ion allows citi zens to hold the government 

accountab le, to identify weaknesses in a budget, to build consensus, to mobilize the 

community effecti ve ly to meet a budget target and to attain higher perfo rmance. 

Researchcrs indicatc that , on ave rage, IllOSt of the countries provide minima l info rmat ion 

on their central government' s budget and fi nancial activities. From the researchers' point 

of view, govern ments have a du ty to make an effort to increase budget transparency, 

since it al lows citizens and fi nancial markets to properl y assess govern ment fin ancial 

positi on and performance. 

According to the IllOS t extensive researched topic in countrywide budget practi ces and 

procedu res bas ic suggesti ons have forwarded to deal with budget participation and 

transparency in the lega l fra me work, clari ty of ro les and responsibi lities at national and 

regional level and budget decision making processes. Even though researchers' on 

budgeti ng undertaken vari es attempts intended at improving budget part icipat ion and 

transparency, there is a need to further study on public availability of budget information. 
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Chapter three: Mcthodology 

The mcthodology section comprises method adopted, Method of data collection, study 

des ign, Sampling Technique and Data analysis and interpretation. 

3.1 Mcthod adopted 

Comparat ivc rescarch is the act of comparing two or more things with a VI CW to 

di scovcring something about one or all of the things being compared. The moti ve of 

using comparative research method is to investigate sim ilarities and differences of 

budgcting practi ces of Ethi opia in comparison with two east African countries. 

To conduct the study qua li tative research method was employed because, qualitative 

research is very essential in describe and explain relationships between two or more 

thillgs (Creswel l, 2003). In addition qualitative research provides a ri cher and deeper 

understanding of a problcm or ques tion being observed. 

3.2 Method of data collection 

To address the main and specific objectives of the research and to collect accurate type of 

in format ion the study was based on qualitative type of data. Qualitative data collected 

uSing survey. Survey gather data at a parti cular point in time with the intention of 

describing the nature o f the existing conditions or ident ifying standards against which 

existing conditions can be compared or determine the connection between specific events 

(Creswe ll , 2003). 
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Particular rcsearch method used for data co llection for carryIng out the research is 

quest ionnai res. Questionnaires are a type of survey in which respondents write answer to 

quest ions posted by the researcher on a questio nnaire form. A quest ionnaire invo lves 

closed ended questions where the respondents are required to answer from a given 

alternatives by ticking a box. On the other hand open ended questionnaire engaged to 

gather detai I answer regard ing budget practices of Ethiopia. 

The study was based on secondary data sources which were collected on- line on the 

internet. Onli ne data co ll ection carries the potenti al of access ing large sources of 

information to understand budget pract ices across countries and it provides time and cost 

enicicnt for tile rcsearciler. To understand tile wide diversity of budget practices and 

fJ.vc.:durcs of Ethiopia and two east Africa countries the study was be based on OEeD 

Budgeting Practices and Procedures Da!abase . 

OEeD budget Practices and Procedure; Database provides information on the ent ire 

budget cycle, from budget formula tion and approval (including the use of performance 

information), execution, and accounting and audit. It constitutes an important step in the 

complex task of sharing best practices and developing common standards. No other 

database ex ists fo r such a broad range of coun tries, nor reOects the same conceptual 

basis. 
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3.3 Study design 

To achieve the object ive of th is proposed study the researcher adopts to use descripti ve 

method so as to conduct the study in most feasible manner. The researcher was planning 

to usc this kind of study design to acquire sufficient informat ion regarding budget 

practices so as to form ulate rational and sound conclusion and recommendation for the 

proposed stud y. 

3.4 Sampling Technique 

The total population for on- line method of data co llection is five Afri can countries which 

are Eth iopia, Kenya, Tanzania, Uganda and Rwanda. The researcher considered Ethiopia, 

Kenya and Uganda as a sample. The type of sampling used in this study is purposive 

sampling because, the desired popUlation for the study is li mited and the researcher is 

interested to compare and contrast OECD member countries, in order to accessing large 

SC l':'2es of standardized information to understand budget practices across countries, 

To investigate signifi cant insight abou t budget transparency and parti cipation, ii ' 

Et hiopi a the researcher conducted questionnaires to employees of Ministry of Finance 

and Economic clevelopment of Ethi opia, specifically in the budgeting depa rtment. The 

samp le size is 10 employees out of the total population of 20 employees mainly experts 

in the national budget process. The type of sampling used in this study is random 

sampling. Because, there are several advantages using random sampling an advantage of 

random sampling is unbiased statisti cs, Creswell (2003). 
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An unbiased stati stic has the charac teri st ic that as the sample size increases, the statist ics 

fro m the sample approaches the truc va lucs of the population. The information co ll ected 

us ing random sampli ng is orten more accurate, as greater effort ean be expended on the 

training of interviewers, more sophisti cated and expensive. 

3.5 Da ta analys is and in terpreta tion 

OEeD Budgeting Pract ices and Procedures Database were the l)1 ajor sources of data for 

t/li s stud y. Ethiopi a and two east African countries similariti es and di fferences regardi ng 

the enti re budget cyclc, from budget formulat ion and approval , budget execution and 

pcrfo rmancc illformation was ana lyzcd, intcrpreted and summarized. The data was 

analyzed und interpreted using tables. The analysis of the questionnai re invo lved 

summarizing the data accord ing to the research questions and exploring simi larities and 

di ffe rcnccs occurring among thcm. Once the data are organized and presented it is than 

analyzed to form meaning regarding abou t research questions and drew appropriate 

recommcnci at ion. 
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Chapter four: Data Analys is anti interpreta tion 

To meet the objecti ve or the research thc 2008 report on budget practi ces and proccdul'e 

in Africa used to gather information on how central government budget process function 

across va ri ous phase of the budget process, from formulation to approval, execution and 

aud it. 

The analysis and interpretation sec tion compare and contrast the national budget practices 

and procedure of Ethiop ia, Kenya and Uganda wi th exist ing international standarcls and 

recognized best practices where relevant. The ana lysis focuses on timelines of the budget 

process, issues in the budget formulation, the role of legis lature in the budget process, 

budget execution, fi sca l transparency and budget part icipat ion. In addition to examine the 

level of involvement of citizens in the Ethiopia budget process and to ensure ava ilab ility 

or in/orl11ation for thc gcneral public questionnaires were carried out to budget ex pcrts in 

min istry of finan ce and economic development of Ethiopia. 

4.1 Analysis of secondary sources 

4.1.1 Timeline of the b ndget process 

Budget timelines depict the duration and sequence of the different stages of the budget 

process, which are likely to reflect country -specific factors, such as administrative 

heritage and capacity, the balance of power between the different branches of 

government, as well as the macro economic context. 
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The beginning of the annual budget process varies between 10 months (Kenya), 9 1110nths 

(Uganda) and 6 1110nths of Eth iopia prior to the beginning of the relevant fi scal yea r. 

There are no international guidelines on the precise duration of budget formulation 

process. 

The govcrnm ent sometimes can not spend money as planned in the budget, fo r instance, 

if domes tic revenue co ll ec ti on is lower than projected or if donor fu nd come late or arc 

lower than expected there is a provision for significant budget revision to be made. To do 

so enough time should be given prior to the beginning of the relevant fiscal year. 

International standards on budget transparcncy req,uire that legis latures have sufficient 

tillle to rev iew the draft budget. Notably, the OECD Best Practices for Budget 

Transparency recommcnd the tabli ng of the budget at least three months prior to the sta rt 

of the fi scal year and approva l before the fi scal year commences (OECD, 2002). 

The Public Financial Management Performance Measurement Framework developed by 

the PEFA Secretar iat is less demand ing. It gives countries a high score if the budget is 

tabled at least two 1110nt hs pri or to the begi nning of the fiscal year (P EFA ecretariat, 

2005). 

The IMF Code of Good Pract ices on Fiscal Transparency also demands 'adequate time' 

for the legisla ti ve review of the dra ft budget (lMF, 2007) . In sum, while all of these 

standards recogn ise the importance of legis lative review of the draft budget, there is no 

agreement on an exact mi nimum requirement. 
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Thc timing of thc tab ling of thc budgct in the legislature is the same (one month) for 

Et hi opia, Kenya and Uganda prior to the sta rt of the fi scal year. Hence, th rce of the 

coun tri cs do not mcct both thc PEFA rcqu ircmcnt and OECD demandi ng standard. Thc 

timing of legislati ve app roval is fo ur months after in Kenya, two months in Uganda and 

zero months in Ethiopia. Therefore, Kenya meets both OECD demanding standard and 

PEFA req uircment. Ethiopia does not meet both OECD demanding standard and PEFA 

requircmcnt.f'o llowing thc cnd of thc financ ial year, the audit of accounts is a 

fundam ental rcquircmcnt for government accountabili ty (INTOSAI, 1998). Acco rd ing to 

thc OEeD Bcst Pr~lc ti ccs, uucii r.cd governmcnt accounts should be avai lablc within six 

months of the cnd of the fisca l ycar (OEe D. 2002). This is a ti gh t dcad linc that cven a 

numbcr of the industria lised democracies do not meet in practice. 

The IMF Code is more generous: 'Aud itcd fi nrd accounts and audit reports, includi ng 

rcconciliat ion with thc approved budget, should be presented to the legislature and 

publi shed within a yca r' (IMF, 2007) . 

Thc PEFA Framework gives countries the highest score when they produce ann ual 

fina ncial statcments withi n six months of the end of the fi scal year and when these are 

audited within another four months (PEFA Secretariat, 2005). 

The OEeD, IMF and PEFA standards all requ ire the publication of audited accounts 

(OEeD, 2002, PEFA Secrctariat , 2005, IMF, 2007). 

Pub li cat ion of auditcci accounts takes places with in nine months aner the end of the fi scal 

year in Ethiopi a and Uganda. Whereas, twelve months after the end of the fi scal year in 

Kenya. Three of the countries do not meet the OECD's standard but they meet the lMF 

111 0rc generous dead linc. 
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4.1.2 Issues ill the budget formu lation 

The budget formulati on stage is ckdica ted to the drafi ing of budget doc uments by the 

execut ive, in erder to translate pol icy initi atives into resource allocation dec isions ac ross 

the numerous activiti es and units of government. 

This process is guided by the Central Budget Authority (CBA) usual ly based on the 

Min istry of Fi nance which sets the gu idel ines, formulates the macro-econom iC 

framework, and negotiates with spending ministries and agenc ies thei r respec ti ve 

al locati on for the fo llowing budget year. 

Cen tra l budget authority (CBA) in Ethiopia imposes only suggested or indicative limits 

~ :' ~~i l;!1 gs on the initial spending request by li ne ministri es duri ng the draft ing stage of 

the budget process, 

Centra l budget authority (CBA) in Uganda imposes limits or ceilings only for some 

types of expenditure such as sa larics on a chapter level. Then again Central budget 

authori ty (CBA) in Kenya imposes limits for all types of expenditure at a chapter leve l. 

Central budget authori ty in Kenya has complete authority to impose limits on the initial 

spending req uest but, central budget authority in Ethiopia and Uganda imposes limi ts for 

some typcs of spend ing. 

In the budget processes there wi ll bc issues that cannot be resolved by civ il servan ts, and 

on which a decision is required. In Kenya and Uganda the finance mini ster has a power to 

resolve high level of di sputes, But, in Ethiopia the issue is resolved by the cabinet. 
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A medium-term budgeting frameworks are tools to promote aggregate fi scal di sc ipline by 

ex pli citly account ing fo r outer year costs of both current and capital spending, strengthen 

planning and implementation of multi -year structural changes in fiscal polici es, and 

cncourage greater tcchnical cfliciency by incrcasi ng the predictabi lity of fundin g for 

spendi ng units. Moreover such frameworks help to increase budget transparency (lMF, 

2007).The medium term focuses on two main aspects, di stingui shi ng between the 

forward-looking esti mates that are included in budget documents in order to describe the 

medium-term fiscal outlook, and the multi-year targets/ceilings that might be imposed on 

aggregate or sector-speci fic spending. 

In Aust ralia, forward estimates of budget baselines cover both the budget year and an 

additional three years. Cabinet and Department of Finance (DOF) consideration of annual 

budget proposals by the spending units (ministries) focuses on changes in the aggregate 

forward estimate of indicative allocations for that spending unit. The DOF carefu lly 

scrutinizes any pol icy proposals from spending units that imply an increased allocation, 

and spending units may be constrained to financing any new spending initiatives out of 

cos t savings in existing programs. 

Kenya and Uganda include detailed estimates at a lion item and aggregate level 

respecti vely. Ethiopia c1 0es not include multi-year estimate in the budget documents that 

arc sent to parliament for approval. All the three countri es multi year est imates cover a 

period of three years includ ing the upcoming budget. 
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Furthermore mult i-year expenditure targets or ceil ings that are not submitted to the 

legisla tu re for approva l are much more common. Ethiopia and Kenya app lies targets at 

the mi ni stry level Whereas Uganda at line item level. 

The multi year expenditure cei li ngs or targets are set for th ree years period in Ethiopia 

and Kenya except for Uganda (five years). All the three count ries revise their targets 

annual ly. 

There are some good reasons to distinguish the different natllI'e of these two kinds of 

budgets namely, cap ital and operating. For example that capital budgeting often requi res 

some disti nct processes. However, the cx istcnce of two separate budget documents 

corresponds to two separate budget formulation processes and the lack of adequate 

in tegration mechanisms, thi s can constitute an obstac le fo r credi ble and comprehensive 

mcdium-tenn budgcti ng. 

The central government budget in Ethiop ia and Uganda integrated capital and opera ti ng 

budgets as Kenya's ccntral government budget split in to a separate capital and operating 

budget. 

Currently, it is advisable to consider joi ntly both capi tal and recurrent budgets. After all 

both recurrent and capita l budgets seek to meet join tly objectives with in a given sector. 

The historical practi ces in many countries have been to have separate capita l and 

operating budgets. In some countries th is refl ects the impact of a high Icvel of 

depcndency on donor financing and the donor's preference or precondi tions for control or 

oversight. 
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4.1.3 The role of legisla tures ill the budget process 

Thc role of parliam cnt in the budget process is one of the di stinguishing featu res of any 

public financi al managcment system (Lienert, 2005). Amongst others (Schick, 2002) and 

(Coombes, 1976) have ex plored the evolut ion of legislative control of the budget in a 

small number of OECD countries, mainly highlighting a decline in parliamentary 

influcnce. However, litt le is known about the 'power of the purse ' elsewhere 

(Oppenhcimer, 1983) wi th the exception of some case studies (Siapenhurst et ai., 2008). 

Rcccnt cross-national surveys ha ve shown that the role of legis latures in the budget varies 

grcatl y between countries (Lienel1 2005, Wehner 2006). The survey provides a unique 

opport unity to assess, for the first time, the budgetary role of AIi'ican legislaturcs. 

i . f·~ i slat i ve budget capac ity can be conceptuali sed in different ways (Meyers, 200 1). 

(Wchncr, 2006) adopts an institutional capacity perspective and su rveys six v?riables that 

affec t legislativc cont rol of the budget process, which are coded between zero (the least 

favourable from a legislat ive perspective) and one (most favourabl e) . Legis latures obtain 

a high score when: (a) they have unfett ered amendment powers, (b) spending is 

di sa llowed without legislative approval, (c) the executive cannot unilatera ll y adjust the 

budget during implementation, (d) the budget is tabled well in advance of the start of the 

fiscal year, (e) a budget committee as well as sect ora l committees are involved in the 

scrutiny of the budgct, allll (I) parliamcnt has access to budget rcsearch capacily. 
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The amendment powers of the legis lature in budgetary matters. In Ethiopia the legis lature 

has unrestricted power to amend the budget. In the case of Kenya and Uganda the 

legislature may only decrease the existing expenditure or revenues specifically the 

legislaturc can not increase existing items not create new ones. 

In Ethiopia if the budgct is not approved by the legislature before the start of the fiscal 

ycar last ycar's budgct takcs cffect on interim basis that is for a limited period. In Uganda 

the execut ive's budget proposal takes effect on interim basis.' In Kenya other interim 

mcasures are vo ted on by the legis lature. 

Regarding the comm ittee structure for dealing with the budget, Kenya's single budget 

committee formally considers all budget-related matters. Sectoral committees may make 

recomillendations, but the budget committee does not have to follow them . Ethiopia's 

single budget committee formally considers the budget, but members from sectoral 

cOlllm ittees attend meetings of the budget committee when expenditures in their speci fic 

areas arc di scusscd. Uganda's single budget committee fonnally considers budget 

aggregates (total level of revenue and spending and their allocation to each sector) and 

sec toral cOlllmittees lormally consider spend ing for sector specific appropriations. 

Finally, the analysis focuses on legislative access to the specialized budget research unit. 

A number of legislatures are currently considering the es:ablishment, or are in the process 

of' es tab li shing, legislative budget offices (Johnson & Stapcnhurst 2008). 

Uganda and Kenya have access to specia li zed research capacity the largcst by far is in 

Uganda with a total staff'of27 and there arc smallcr unit in Kenya. 
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In Eth iopia there is no special ized budget research office attached to the legislatu re to 

conduct analy, is of the budget. Absence of special ized budget resea rch unit wo uld 

decreases opportunities to improve the budget process. 

4.1.4 Budget execution 

A major challenge faccd by many African countries is to enhance the credibility of the 

budget by reducing the gap bel ween planned and actual sp;:nding. Accordi ng to the PEFA 

li'amework a we ll -performing publ ic financial management system ensures that the 

budget is ' implcmented in an orderly and pred ictable manner and there are arrangements 

lor the exercise of contro l and stewardship in the use of pub lic funds' (I'EFA, 2005). 

Poor budget execution can undermine fisca l policy, distort allocations and undermine 

operational efficiency (Ablo & Reinikka, 1998; Stasavage & Moyo, 2000). At the same 

time, however, overl y ri gid execution ru les can be detrimental to performance (Campos 

& Pradhan 1996; Bliindal, 2003). 

One of the pri ncipal ways in wh ich the budget can be changed during the course of the 

fisca l yea r invo lves the cancellation or rescission of spending approved by the legislature. 

In-year cut s can help the government to ensure that aggregate spending remains within 

plan ned and prudent levels, but they can al so distort budget priorities. 

In Et hiopia, Kenya and Uganda the government have the authori ty to cut or cancel 

spending with restri ction once the budget has been approved by the legislature. 

In Ethiop ia o,rerspending prior to the approva l of a supplementary appropriation by the 

legislature is not allowed, while in Ken ya and Uganda this is only possible up to a certai n 

limit. 
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In Ethiopia, Kenya and Uganda ministers are allowed to reallocates funds between line 

item with restriction especially in Ethiopia with the approval of ministry of finance. 

Ministers in Ethiopia are not allowed to reallocate from operation and maintenance to 

salary ex penditures or frolll the capital budget to the recurrent budget. 

In exccp ti onal eircu ill stances it may also De necessary to allow spending on items that are 

not included in the approval budget, for example to respond quickly and effecti vely to 

natural disasters such as nood or drought. 

Ethiopia and Kenya budgets include a central reserve fu nd for such purpose, wh ile 

Uganda has no cont ingency reserve. Being, there is no contingency reserve in Uganda the 

government mi ght not provide immediatc responses for exceptional circumstances like 

nood and draughts. 

Frcquency of supplementary budgets or adjustment budgets may be an indicator of poor 

li,klgel pLllming, although this also depends on how detailed (he budget is und at what 

level of detai l it is approved. Moreover, it is poss ible that a country has very permissive 

rules lor in-year adj ustlllcnts that allow the executive (0 make a large number of changes 

without having to ask for parliamentary approval. 

The mere number of supplementary budgets c10es not necessaril y indicate the extent of 

in-year adjustments. Eth iopia and Kenya have submitted one supplementary budget in the 

past two fiscal years. Uganda subm itted more than two supplementary budgets. Uganda 

relatively has poor budget planning or some govel11mental units have programmes other 

thall the budget allocated for them . 
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Int crn~1 audit plays an important role in ensuring the effectiveness of internal control 

which underpins sound budget execut ion (diamond, 2002). All the three countri es line 

minist ries have interna l audit unit. 

All of the three countri es line ministers have internal audit un its . This indicates that the 

rcvcnuc utili zation is according 10 Idws and regulations, disburscmcnts arc mad~ 

according to the budgct and public propcrl y is kept safe . . 

4.1.5 Fiscal transparency 

The OEeD 'Bcst Practices' indicate that al l countries should produce monthly reports 

with updated rcvenue and expendi ture figures during budget execution. 

In some cascs, however, less frequent reports based on more reliable data might be a 

bctter opti on when capaci ty to produce hi gh quality data is limi ted. Secondly, in cases 

where capacity to use available information is limited, for example with in civil society, 

published information may allow other players, such as donor agencies or lobbying 

!" ullJlS with a narrow base to di stort overa ll accountabi lity processes. 

In this section, thc ccntrc of attcntion is to overview the degree to which Ethiopia, Kenya 

and Uganda provide ' fu ll disclosurc o f' all re levant fi scal information in a timely and 

systemat ic manncr ' .Transparency is assessed in three areas which are broadly li nked to 

the di fferent phases of the budget cycle: (a) the information included in budget 

documents presented to the legislature ,(b) the frequency with which data on actual 

revenues and cxpenditures is repo rted during budget execution, and (c) whether audit 

reports are made publicly avai lable and with what delay. 
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Eth iopia, Kenya and Uganda include information on budget priorities and clearly defined 

appropriations to bc voted by the legislaturcs in the presentation of budget documents to 

legis lature. 

Ethiopia, Kenya and Uganda do not include information on comprehensive annual 

financial plan encompassi ng all revenues and expenditures including off budget 

expenditures and cxtra budgeting fund s and long term perspective on tota l revenue and 

pv!'c'lditure in the prcscn tation ofbudgct documents to legislature. 

Kenya and Uganda reported information on fisca l policy objectives for the medium term 

and medium term pcrspcct ive on total revcnuc and expenditure possibly in thc form of 

Mcdium-term Expcnditurc Framework. 

Ethiopia docs not include information like Fiscal policy objectives for the medium-term 

and med ium term perspective in the presentation of budget documents to legislature. 

Ethi opia and Kenya rcported information on comprehensive table of tax expenditures and 

Linkage of appropriations to administrative units (e.g. ministry and agency). 

Uganda not cla imed to incl udc comprehensive table of tax expenditures and Linkage of 

appropriations to administrativc units in thc documents sent to legislature. 

Ethiopia and Uganda inc lude elements like macroeconomic assumptions, comprehensive 

annua l financia l plan cncompassing all rcvcnues and expenditures for all levels of 

Governmcn t and Non-lillancia l ~crfonnance targets for programmcs and agcnc ies in tile 

prcsentation of budgct documents to legislature. But, Kenya does not include in the 

government budget documents. On ly Uganda includes elements on tex t of legislation for 

polic ies proposed in the budget 
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Table 1 Informat ion included In the budget doc uments presented to the legislature 

COlllltrics 

F.(hiopin Kl' lI ya 

Fiscal policy objl.!clivcs for the medium-IeI'm x 

M;Jcroccollomic assumptions x 

IJudgel priorities x .X 

Comprehensive ,1I11ll1:l1 linmll:iul plan incluuing 

o lT budget expenditures and c.'(lra budgetary funds 

Comprehensive untlu31 financial plan all levels x 

OfGovcl11mcnl. 

Comprehensive table of lax expenditures x .X 

(CXCIlIPliotls, dcdurtiolls ;Jllll ,rell its) 

Non·fimltlcial performance largets for progr<lllls x 

und/or ;lgl1lcics 

Mediulll- term perspective .X 

Long-IeI'm perspective 

C lt::nly {h:finet! appropriations x , 

Linkage of appropri;l!ions 10 ndministrativc units , , 

-
T:lx of legislation for policies proposed in the huug:1 

SOllrce - (OEeD, 2002) 
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The frequency of reporting on actual revenues and expenditure is also cruc ial mean ing it 

allows government to measure progress 0 11 the implemented budget during the fi scal 

year. 

Ethiopia, Kenya and Uganda publish information on revenues and expenditures every 

mo nth, quarterly and evcry six month respectively. Relatively stakeholders in Ethi opia 

can get information rega rciing revenues and expenditures timely. Accessibility and 

ava ilability of budget info rmation every month to all stakeholders has fo r reaching effect 

in pro moting participation, monitoring and evaluation. 

Being the resources uscd to provide government services are public resou rces, 

info rma tion regard ing the findings of supreme aud it institutions should ava ilable to the 

pub lic. In addition every governm ent organi zation held accountable to the public fo r how 

it utili zes those resources. The findings of supreme audit institution are available to the 

~" ,,,:ic ;;1 Ethiopi a, Kenya and Uganda. 

III order to glvc an overall compara ti ve assessmcnt of the level of fi scal transparcncy 

across Africa, Fiscal transparency index was summarized by budget practi ces and 

proccdure in Afri ca 2008. The index accounts for the information included in buciget 

docllments presented to the legislature, the frequency with which data on actual revenues 

and cxpenditurcs is reportcd during budget execution. and publicly availability of audit 

reports. Based on the transparency index Ethiopia ranked second nex t to South Africa, 

Uganda li ves and Kenya eleventh. 
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Based on the overal l assessment of the level of transparency in the area which is broad ly 

li nked to the different phases of budget cycle, the relevant budget info rmation is very 

poor in Ethiop ia, Kenya and Ugand a. Relat ive ly Eth iopia includes deta il in fo rmation in 

the budget doculllcnts presentcd to the legislature. Moreover, Ethio pia pub li shes 

informat ion on rcvcnue and expenditure mont hly. However, less frequency reports based 

on morc rcli ab le data might be better option when capac ity to produce high quality da ta is 

limited. 

It is poss ible to say that, relati vely the general public in Ethiopia can get in formation 

rega rding revenue and expendi ture ti mely. Even though, the budget informat ion is 

inadequate. 

Lack of availability of infOllllation on budget po licies, expenditure and outcomes in 

Ethiop ia, Kenya and Uganda, discourage citizens' parti cipation and deac ti vate the 

community to meet bud get targets. 

4.1.6 Budget participation 

Thc nationa l budgct is an important key pub lic policy instrument that reflec ts a nat ion's 

needs and priorities and since the budget is financed largely from taxes, participa ti on in 

the budget process is viewed as mandato ry. 

Besides part icipation in the budget process is empirically proven as a significant function 

of' promoting budgct transparency. Modern management practices advocate fo r inclusive 

and open budgeti ng processcs. 
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It is thus argued that budget secrecy may encourage market speculation, while greater 

transpa rency may actually smooth market adjustment to known policy cho ices. Furthcr, 

useful, access ible and ti mcly budget in formation facilitates foreign and domest ic private 

sec tor planning and investment. Partic ipatory budgeting has therefore been advanced by 

budget practitioners as an important tool fo r inc lusive and accountable governance and 

has been impl emented in various forms in many developing countries. 

Through participatory budgeting, citi zens have the 0ppOliunity to ga lll firsthand 

know ledge of government operations, influence government policies, and hold 

government to account. 

There/o re', it is quite imperative that citi zens and mcmbers of civil soeieti cs actively 

participate in budgeting in order to represent their interests and understand the detail s on 

planned publ ic expenditure. 

This ultim ately has the potential to improve budget decision-making through: simp lifying 

the budget and deepening debate; co llating, synthesizing and disseminating budget 

info rmation; providing independent criti cal analysi,; bringing new informat ion to budget 

decision-making; bu i Icling accountabi lity and capacity development. 

Participatory budget ing is a decis ion-making process through which cit izens deli berate 

and negot iate over the distribution of public resources. Participatory budget ing programs 

are implemented at the behes t of governments, citizens, Non-Governmen tal 

Organ iza ti ons (NGOs), anci Civil Society Organizations (CSOs) to allow citizens to play 

a direct role in dec idin g how and w:1Crc resources should be spent (Shah, 2007). 
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These programs create opportuni ties [or engaging, educating, and empowering citizens, 

whi ch can foster a more vib rant civ il society. Participatory budgeting also helps promote 

transparency, which has the potent ial to reduce govern ment ineffici encies and corruption. 

Shah (2007) argues that Participatory budgeti ng programs also serve as "citi zenship 

schoo ls," as engagemcnt cmpowers citizens to bett er understand their rights and duti es as 

citi zens as well as thc responsibilities of government. Citizens learn to negotiate among 

themselves and with the government over the distribution of scarce resources and public 

policy priorities. 

In Kenya publi c part ici pation in the budget process is further limited by inadequate 

budget informat ion as we ll as a lack of capacity and mobilization on the part of general 

public. 

In Kenya the media plays an importan t ro le in di sseminating discretional budget 

;;lionnation. There is great scope for med ia to undertake more critica l and analyti cal 

reporting on the budget. In Ethiopia the public and the media have limited access to 

information about up co millg calls on budgct discussion in due time, citizens would have 

no informat ion and access until it has been adopted and published in the federal Negarit 

Gazeta. 

In Uganda the media play an increasingly substantial role by disseminating Information 

on budget issues and providing forum for budget debate. In additi on general public 

participat ion is limited in Uganda. 
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In general , public participation in the budget process is very limited in Ethiop ia, Kenya 

and Uganua. This is because of lack of reliable and adequate information. If public 

participation in the budget process is limited, the general public in Ethiopia, Kenya and 

Uganda cannot get opportunity to rise what is important for them and the government 

cannot also know the 1110st and un meet demand of the society. 
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Tablc2 SUl1lmary of the maj or differences and si milarities between Ethiopi a, Kenya and 

Uga nda 

Ethiopia Kenya Uganda 

I.Timclilless of blldgct proccss 

The beginning of the <I 11 IlU<l I budget process prior to 6 Momhs 10 Monlhs I) tvlonlhs 

beginning orlhc i'I.:kvullt fiscal year 

2. Issuc til the budgct formulatIOn 

Multi year ex penditure SC I for 3 YC<lI'S 3 yC:lrs 3 years 

3. The role of legislature in the budget process 

Legislati ve access to spec ialized research unit No specialized lias access 10 lIas access to 

budget rcsc:l l'ch specialized budget specialized 

unit research unit bu(igc\ 

n.:scan.:h unit 

4. Budget executlOll 

The authority of the guvc..:rnlilc llt to CLit or cance l spending Yes, With Yes, Wi th Ycs, Wilh 

once the budget has been approved by the legis lature 
restriction restriction rcslricli oll 

S. Fiscal tnlllSpllrcncy 

Frequcncy of public ill formation on a ac tual revenues and Monthly QU<lricrly Every six 

expe.ndillll"c during the fi scal 
month 

(j . Budgct participation 

'file rolc of mcdia No role PI<lY impurwllt Play imponant 

role rule 

Source-(OEeD, 2002) 
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-1.2 Analys is of questionnaires 

Ana lysis of questionnaires were carri ed out so as to examine the level of invo lvement of 

citizens in the Ethiopia budget process and to ensure availabilities of information the 

general pUbli c. 

Tab le 3 presentati on of highest educat ional level obtained, years of experi ence and 

position. 

No llcrnhk sc riptl \l1l Responden ts Percentage (%) 

I J lighcsi educational level obtained 

A. DlplullI;1 

B. Bachelor (iL'grl'(,,' i 80% 

( " r\'1:Ji>lcrs d~'~rcc 2 20% 

I).PIll) . . 

TU(:ll 10 J 00"10 

~ Yc:tr~ 01'\\01"1.. c,\pcrknn: 
"-

/I. 0-5 Yl..'ars 4 .. H)"lo 

II. v-IU Y(,II i> 

C. [] .. 20 years 2 20'1.. 

C. " lure lhJIl 20 YC;lrs 4 40% 

Towl 10 100% 

J Ptlsili{l1lS 

A. Junior budgc\l'XPCri 4 40% 

U. S"'lliOf budget l'XpCr! 6 60% 

TO(;II 10 100% 
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The above table prepared with the intention of determines the highest educational level 

obta ined, experi ence and position of the respondents in the ministry of finance and 

economic developlllent of Ethiopia predominant ly, budgeting departmen t. 

l3ased on the iniortll"tion on table three under description number one, the leading figure 

of the respondents arc bachelor degree (80%) and the len over are master 's degrees 

(20%). Under description number two (40%) of the respondents have 0-5 years 

experiences, (20%) of the respondents have 11-20 years of experiences and (40%) of the 

respondents ha ve lllore than 20 year's experiences. In description number three (40%) of 

the respondents are junior budget ex pert and the rest (60%) are senior budget expert. 

All o f the respondents reported that citizens are not significantly involved.in the count ry 

budget process. In the open ended portion of the questionnaire many budget experts 

cxpl"ined that citizens elect their representatives to stand for their interest in the country 

budget process so they do not have to become directly involved. In other hand, most or 

the budget experts stated that citizens would be benefic ial if the budget process should 

aim at reaching a consensus with the public in setting the priorities of the budget. 

Di ffcrent authors on budgeting believed that lack of invo lvement of citizens ill the budget 

process 1V0uid l11inimi ze " way of il11proving budget fo rl11 ulat ion, effic iency in resource 

allo,atioll and better oversight of the budget process. 
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Th is study founel that citi zcns havc no access to monitor and evaluate the budget 

pcrformance. All of the respondents expressed that ci tizens have no opportunity to 

control and eva luatc the budget performance of a country. In principle ci ti zen should 

contro l and evaluate the budget performance of a country because the budget fund s are 

cont ributed by citi zens in the form of taxes this gives a right to the pub lic to control and 

eva luate at the time of co ll ec tion and utili zation of these funds. 

Nincty pcrccnt of the respondcnts statcd that info rmation is not availab le for citi zcns in 

acccss ibl e, timely and clear and easy to use manner. Only ten percent claimed that very 

little budget information is made avai lable during the budget drafting phase. [n addition 

at the fed eral Icvel the budget proclamation is so ld in the market and depicted on ministry 

of finance and cconomic development web site. At woreda level the budget is depicted on 

the notice board. 

Evcn if littl e info rmati on is avai lable to thc publ ic there should be clarity if the budget 

information was a critica l fac tor in facil it ating the public participat ion in the budget 

process. Sufficiency and usefuln ess of infol111 at ion should not only ava ilable to the public 

du ring budget drafting but al so the need to improve the budget information presentation 

to public including macroeconom ic, pub lic spending, revenue co llecti on, public debt , 

po li cy statements, audit and ex tra budget act ivities. 
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All of the respondcnts statcd that budget professional desire less citi zen' s involvemcnt in 

the country budget process. In the open ended port ion respondents stated that citi zens can 

not cont ribute substan ti ve ly in a positive manner to the country budget for the reason that 

they have no or limitcd know ledge regarding budget. The respondents al so furth er 

exp lained that before citizens directly participate in the national budget process budget 

experts should crea te awareness to the public about basic concepts regard ing national 

budget using di fferen t Med ias. 

All of the respondents spec ifi ed that there are the legal bases for transparency and 

pa,ticipation. Furthermore they exp lained that Ethiopia has a we ll established legal 

fra mework gove l"l1in g its budget system that drives from the 1995 consti tutions of the 

federal democratic rep ublic of Ethio!Jia. The constitution clearly defines that structu re, 

div ision of power and responsibilit ies among state organs. 

Art icle 12(1 ) of the const itution states that conduct of affaires of government shall be 

transparent. The consti tution provides the framework for people participation through 

ciector representat ions. The house of people representat ives are composed of more than 

five hundred members. Legislatu re has clear authority over the approva l of budget 

est imated and expenditure. 

Government support in fac ilitat ing the participation of citizens in the budget process is 

important. The study revealed that six ty percent of the respondents stated that no support 

is usuall y givcn to the public by the government. Whereas the remai ning forty percent of 

the respondents clea rl y expl ained that cit izens have got opportunity in the budgeting 

process through their representatives in the parliament. 
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The study identi fl ed fac tors that limits citizens participation 111 the budget process are 

presented bclow. 

A. Li mited accessib ility to the budget information 

Accessibility to budgct inforlnation stated a major factor for participation in the budget 

process. Unless the general public has increased access to budget informati on, it will be 

very difTic ult to ha ve a Ill eani ngful participation in the budget process. 

B. Budget language is too technocratic 

Most of the respondents ind icate that the budget language is still too technocrat ic and 

th us not eas il y und erstood by many Ethiopian's. This has contributed to the limited 

parti cipation, because, most of the people do not even reali zed some of the compl ex 

budget deta il s. 

C. Count ry population 

The number of popu lation al so matters. Being, Ethiopia is highly populace country it 

might be very difficult to make discussion regarding budget process directly with the 

peop le. 

The study reveal cd that the challenge in the accessing budget information is Timeliness 

of budget information. Timeliness of budget information was a primary concern by most 

respondcnts. For cxampl e, the macro economic and audit data although availab le was 

reported to be rea li zed late and usually in accessible to the public. 



Chapter five: conclusions and recommendations 

Thi s scction discllsscs SO l11e of the major conclusions that emerged in the study and 

sllmmarizcs thc most importan t rccommendation that has been made in the study. 

5. I conclusions 

The conclusion part summarized some of the different phases of budget cycle and cross­

cutting issues such as fiscal tra nslJ:lrency and budget parti cipatiOli. 

Thc ti mi ng of budgct iOrIll ul ation process, leg islati ve approval and publicati on oj' aud it 

accou nt take places varies among Ethiopia, Kenya and Uganda. Ethiopi a has short 

tillleline in the budget form ulation process, in compari son with Kenya and Uganda. On ly 

Kcnya meets estab li shed international standards and guidelines such as organization for 

economic co-operation and developing demanding standard and public expenditure and 

finan cial accountab ilit y requ irement with respect to the ti ming of legislative approva l. 

Th ree of the countries do not meet the OECD's standard, bu t they meet the IMF more 

generous deadline with respect to the ti ming of publication of audit account take placc. 

The budget io rmul at ion stage is dedicated to the drafting of budget documcnts by the 

cxccuti ve in ordcr to translate pol icy in itiatives in to resource allocation dec ision across 

the Il umerous act ivit ies. Thi s process is guided by the Central Budgct Authori ty (CBA) 

usually based on the Ministry of Finance. Centra l budget authority (eBA) in Ethiopia 

imposcs onl y sugges ted or indicative li mi ts or ceilings on the initial spendi ng reques t by 

linc mi ni stries during thc drafti ng stage of the budget process. 
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Central budget au thority in Uganda imposes limits or ceilings only for some types of 

cxpcndi ture such as salaries on a chapter leve l. In contrast, Central budget authority 

(CBA) in Kcnya imposcs limits for all types of expenditure at a chapter leve l. To sum up , 

Ccntral budget au thority in Kenya has compl ete authority to impose limits on the initial 

spending reques t however; central budget authority in Ethiopia and Uganda imposes 

li lll its far sOllle types of' sJlcnding. 

Thc role of legislative in the budget process vari es among countries. In Ethiopia the 

legi slature has unrest ri cied power to amend the budget. In the case of Kenya and Uganda, 

the legislature may onl y decrease the existi ng expenditure or revenues speciall y the 

legislature can not increase ex isting items not create new ones. In Uganda and Kenya, 

legislature has access to special ized research unit. In Ethiopi a, there is no speciali zcd 

budge;[ rescarci, oC/icc allached to the legis lature to conduct analys is. Absence of 

speciali zed budget research unit would decreases opportunit ies to improve the budget 

process. 

In except ional ci rcu lll stances, it should necessaril y allow spending on items that are not 

included in the approved budget. Eth iopia and Kenya include a central reserve fund in 

connec tion with exceptional circumstances. On the contrast, Uganda has no contingency 

reserve. Since, there is no contingency reserve in Uganda the government might not 

providc immediatc rcsponses [or exceptional ci rcumstances like flood and draugh t. 
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Based on the overall assessment of the level of transparency in the area which is broad ly 

linked to the different phases of budget cyc le, the relevant budget information IS very 

pour iII Et hiop ia, Kenya and Uganda. Lack of availability of information on budget 

polic ies, ex pend iture and ou tcomes in Eth iopia, Kenya and Uganda, discourage citi zens' 

parti cipat ion and deac tivate the communi ty to meet budget targets. 

In general , public participation in the budget process is very limi ted in Ethiopia, Kenya 

and Uganda. This is because of lack o f reli ab le and adequate informa ti on. If"public 

partic ipat ion in the budget process is limited, the general public in Ethiopia, Kenya and 

Ugand a can not get opportunity to ri se what is important for them and the govern ment 

cannot al so know the most and unmeet demand of the society. 

To sum up, the general public in Ethiopia cannot significantly invo lve in the country 

budget process anci citizens have no acc ess to monitor and eva lu·ate th e bud get 

perfo rmance. ractors that limit citizens' partic ipation in the budget process are li mited 

accessi bility to budget information; budget language and country population. Lack of 

invol vement of ci tizens in the budget process would minimize a way of improving budget 

formula ti on, effic iency in resources allocation and better oversight of the budget process. 

Thcre is a legal stand fo r transparency such as the constitution however, budget 

information is no availab le for citizens in accessible, timely and clear and easy to use 

manner. Government has a duty to make an effort to increase budget transparency 

because; it allows ci ti zens to properly assess government financial pos ition and 

performancc. Scarcit y of budget information might decrease the level of public 

participation in the budget decision proccss. 

67 



5.2 Recommendations 

:.- Grcat transparcncy needs to be initiated for the allocation of resources in the case 

of cash shortage. 

)..- The budgct necds to be in a simplified language and formal. Thus, cit izens are 

able to ext ract relevant in forma tion. 

y There is need to improve the role of media both print and electronic In 

disseminat ing budget in formation to the general publ ic. 

)..- Specia li zed budget research ofli ce attached to the legislature needs to be 

established in Ethiopia in order to improve variOus opportuni ties intended at 

improving the legislative ab ility in the budget approva l process. 

:.- The beginning of the annual budget process prior to the beginning 'of the relevant 

fiscal year in Ethiopia is very short in comparison with Kenya and Uganda. 

Additional time needs to be allocated because the government somet imes can not 

spend money as planned in the budget, for instance, if domest ic revenue 

co llection is lower than projec ted or if donor fund come late or are lower than 

expected there is a provision for sign i ficant budget revision to be made. 

:.- Information on budget needs to be publicising on time. Timely access ibility and 

avai lability 0 1' budget information to the general public has far reachi ng effec t in 

promo! i ng part ici pat ion, moni toring and evaluation. 
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APPENDIX 



Addis Ababa University 

School of Bus incss & Public Administration 

Dcpartment of Accounting & Finance 

MSC program 

Q u cst ionn ai rc 

The purpose of this Quest ionnaire is to gather data relating to budget practices and procedures of 

Ethiopia. The research will be conducted for the following objectives (-I) To assess similarities 

and di ffc rences between Ethiop ia and two east Africa countries with respect to budget practi ces 

and procedures at all stages 01· budget process. (2) To cxamine the level of parti cipati on of 

citizcns in the budget process of Eth iopia in comparison with east Africa countries. (5) To ensure 

the degrce of transparcncy in thc budgct proccss with the aim of determini ng whether the process 

has opcn and enhanccd access information at all phases of budget process. 

Thank you in advance for your vo luntary participat ion. It needs your willingness in contributing 

your knowledge to improvemcnt and advancement of budget practices in Ethiopia. The 

information obtained will be used only fo r academic purpose. Additionally, you are not requircd 

to write your name and addresses. 

llavc a nice lime 

Thank you 



PART I: Personal information 

Please choose all option by ticking a box 

I) Job title . .. ... . ........................ . . ... . 

2) Gender Male 0 Female 0 
3) Age 0 20-25 0 26-35 0 36-45 0 46-55 

4) Highest education level obtained 

O High school complcte 

o Certificate 

D Diploma 

o Bachelor degree 

o Masters degree 

o PhD 

5) Years of work experience 

0 0-5 years 

0 6- 10 years 

0 11-20 yea rs 

o More than 20 years 

G) Marital status 

o Single 

o Ma rri ed 



P ART It: GENERAL tNFORMATION 

I) Where is the function or the Central Budget Authority located? 

D Ministry of rinancc 

DOffi ce of the Chief Execut ive 

D President's office 

D Pri me Mi nister's orrice 

D In dependent Agency 

2) What is the lega l basis lor the lollowing? (PLEASE CHECK ALL TlfATAPPLy) 

Constitution Legislation Internal Rules No formal basis 
The form and st ructure 

D D D D of the annual budge I und 
rl' lalcd leg islation 

The liming or the annllal 
D D D D budget process 

Roles and 
D D D D responsibilities of 

different parts or the 
Execut ive in 
budgl' l formulation and 
C\('clltion 

I{ok's and 
D D D D Il'SI)l)IlSlbIII IICS or [he 

I l'!:~ i s1atl1!'(, ,md the 
Executive in Ihe budget 
process 

Pruvisiuns all what 
D D D D happens when the 

budgl:l is !lot approved 
by Ihl: beginning of the 
rlseai \I,.'af 
!{l'Q UIn':IIlCl1t lor 

D D D D k glsl;l!ivt..' 
authorization of 
spcndil1~ 

ReqUiremen t for 
D D D D legislati ve 

ilUlhoriLalion of taxes 
Huies fur the li se of 

D D D D t..'olliingcncy or reserve 
funds --
Rl'quin . .'rlll'1I1 for audi l 

D D D D of Go\'C'rnI11CIl I accollllls 
by Ihe SUprl'JlK' Audil 
Inslllulioll 
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PART III Budget participation and Transparency 

1. Do you think that citi zens have access to inlluences what goes in the budget? 

D Yes o No 

2. Do ci ti zens have access to mon itor and eva luate the budget performance? 

o Ycs o No 

J. Is there avai lab ili ty of information on budgct po licies, expcndi turcs ancl Ll utcomcs In 

access iblc, timely and clear and easy to usc manner to the general publi c? 

DYes o No 

4. Arc thcre poss ibilit ies for citi zens to participate in1ll0st of budget stages? 

D Yes o No 

5. Is there a lega l base fo r citizens' parti cipation in the budget process? 

D Yes o No 

6. Does the Ethiopia budget process encourage parti cipati on of citizens? 

o Ycs o No 



7. Does the govenunent support in facilitating the participation of citizens in the budget 

process? 

DYes o No 

8. What are the primary fac tors that limit citi zen paIiicipation in the budget process? 

9. What do you think about the budget transparency in Ethiopian? 

10. What do you think about budget professionals' attitude towards citizens' i'nvolvement in 

the budget process? 

11 . List the major challenges in accessing budget infonnation? 


