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CHAPTER ONE
1. INTRODUCTION

11. BACKGROUND OF ADDISABABA MASSMEDIA AGENCY

Addis Ababa mass media agency, which is establishdér the proclamation number 20/2002,
is accountable for the city council (Addis Ababgy @dministration proclamation no. 20/2002).
Before its establishment as an agency it has bewkinng under the communication affairs
bureau of the city government under the main bgsimeocess level. The agency is organized
by two directors (main and vice), one core busin@sgess, which is also organized by two
sub-business process and five support businessgzachich is a total of 236 employees of all
kind.

Though it is a media institute its main functiorsexving as the information source of the city
administration and transmits various kinds of infation and activities which are undertaken in
the city through its three mediums mainly radidevwsion and news paper and metropolitan
journal.

The role of the media is to insure national congsren various issues which is undertaken in
the city and at the federal level as well and digeate various information for the urban
dwellers, and serve as news and information cdotehe city.

It is based on media quality, accessibility, andipi@atory function. As mentioned above the
agency is working through its three mediums. Thioranedium (FM96.3) is working for 18
hours from 12:00 early in the morning to 6:00 pndinght. The television program which is
transmitted via Ethiopia radio and television ageticough ETV2 channel consume 6:30 hours
daily that is 0:30 hours from 6:30 to 7:00 at n@onl from 7:30 to 10:00 in the after noon and
from 3:00 to 6:00 pm in the evening program fromriday to Friday. The news paper Addis
Lisan published bi-weekly on Wednesday and Satusdhaich has a copy of 3000 in each
publication and the metropolitan journal also pstid quarterly a copy of 1000 and distributed
throughout the city (Addis Ababa Mass Media AgeBopklet 2009).

The media as an institute which is under the cowfrthe city council, administer its employee
and the agency under the civil service rules agdlations. To undertake its overall activities
the city government allocates annual budget unldersupervision of finance and economic
development bureau. Like other institutions thenageprepares its annual budget according to
the ceiling which is disseminated for all sectorsder the city government. Prior to the
dissemination the finance and economic developrbenéau send MTEF format to fill all
budgetary sectors their budget requirement forctivaing fiscal year which embraces salary of
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the employee, telephone and related service budigek,and capital project budgets. The
finance bureau after ratifying the requested bubtigeed on its capacity of revenue collection, it
sends the budget ceiling which contains all recurbridgets excluding the above mentioned
under MTEF.

The budget ratification is announced at the entheffirst week of July every year. After all
these processes the agency is responsible to adeniris budget accordingly. The entire budget
is allocated is under each budget code and evangdction is undertake based on the budget
which is cited on the code. The agency based orallbeated budget especially the capital
project one has been undertaking various activibegpgrade the media capacity especially on
FM 96.3 and to stand alone on its television medwhich is now transmits its news and
programs through ETV2 channel by erecting its owfevision transmitter antenna and
purchasing Obvan( out side broadcasting van).

1.2. Background the study

There is a general consensus in developing coantinig& economic development is an urgent
priority. But the task to bring about this develaprhhas remained an elusive and difficult one.
This is so partly due to inadequate financial resesi and low level of investment in these
countries. The financial resources are in scarpplguo meet ever-increasing social needs and
population growth. The availability of financial s@urce is constrained by difficulty of
generating the required level of saving out of lmwel of per capita income and economic
growth. Therefore, in view of limited resources andreasing demands, there is a need to
improve resource allocation through proper econgrolicy and expenditure planning.

Addis Ababa city administration which is accounéahd the council of ministers administered
by its own revenue and never subsidized by ther&dgovernment unlike other regional
governments. Its revenue is coming from direct amtirect tax which are collected from the
city. The finance and economic development burehigiwis the responsible body to undertake
the collection and allocation as well as the cdlig of the revenue and the budget of the city,
submits annual budget request for the cabinetatiication after all sectors are prepared their
annual budget by referring the budget ceiling whgdisseminated through the finance bureau.
The ratified budget is then dispatched to the corex® sectors to undertake their capital and
recurrent budget according to the rules and reiguist

Addis Ababa Mass Media agency is one of the seatoider the city administration .To

undertake its various activities the agency usesapital and recurrent budget for its capital
project and administration activities accordinglg. due course even though the budget is
prepared according to the finance and economicldewent bureau criterion, the utilization and
administration of the budget has its Owen drawbagksong the reason are the professional
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incompetencies of the employee, accidental procen¢émequest of the capital project which is

not supported by the budget, poor controlling ma@dra of the budget, poor performance of the

delivery of the service and reporting mechanisrthefbudget utilization are among the problem

the agency faced. So to alleviate these probleams its grass root efficient administration and

utilization of the budget and well equipped profesal personnel are required. So to analyze the
budget administration and to strengthen the ovéralgetary activities undertaking this research
is undeniable.

1.3. Statement of the Problem

In developing countries, it has become increasirgiyplex to manage public expenditure
allocation because the roles of the government baea expanded and financial resources are in
scarce supply to meet this ever-increasing soe@tis and population growth. Due to inadequate
financial resources as opposed to an increasingadeénfor pubic service, there is a need to
improve resource allocation through proper econompalicy and expenditure planning
(Getachew Neggera 2005).

These processes require a realistic medium terraneifure planning and annual budget allocation,
which reflect policy objectives and priorities dietcity government. It is a tool for improving pibl
sector expenditure planning and management. Faitaréink up these systems across the all levels
of the city have been contributing to poor expangifplanning and budget management systems.

In Addis Ababa city administration, the integratiohannual budgeting with medium term planning
is fragmented. Budget reform and public investnpnjects have been attempted to reduce the gap
between expenditure planning and annual budgetadltmn in the city.

The expenditure planning project has attemptedrplément efficient resource allocation by
placing greater emphasis on the medium term expeedplanning. Its main focus was on the
capital planning process to develop public investinpeogram.

Every year the city administration finance and ecnit development bureau disseminate MTEF
format which contains the needed budget for theilmgriwo or three years which includes the
capital and recurrent budget as well as the basarysof the employee of the agency.

According to the request the agency and other bussa other institution send their budget
request as required. What is the problem regarithisgssue is that the budgetary institutions are
not aware of what they have to do and for the cgrbindget year.

Addis Ababa mass media agency, one of the ingiatiwhich are administered by the city
council is responsible to request the annual budgpénding on what is going to do on both the
capital and recurrent budget. The agency prepaned annual budget request every year
according to the budget ceiling which is dissenmaddiy the finance bureau every year.



What is the main problem in requesting the annulget of the agency is that the concerned
business process does not know efficiently whgbiag on in the agency for the coming budget
year; the concerned other business processes aneter@sted to inform what will be done for
the coming year and the other major problems amiselation to the utilization of the allocated
budget which is due to the fact that the budgebisspecifically allocated for the specified item.
That is even though the budget is allocated acongrth the identified budget code it is totally
consumed by other items or urgent issues by tremsgethe budget to the required budget code.
The other related problems are arise because obitheelated issue which is not announced
timely basis or the bidders even do not want tovdekhe required items on time which delayed
the paying time and the end result become the m@iseinent of the budget to finance bureau.
All these factors or problems are the main limitasi of the agency’s budget performance.

1.4. Objectiveof the study

One of the major means of strategies to promot@ldpment is the establishment of realistic
and well-prepared expenditure planning and annualgéting. This involves the process of
effective resource mobilization, proper allocatminresource and an efficient utilization of the
available scarce resources. The main objectivethede processes are to introduce aggregate
budget allocation, establish proper resource atitin in accordance with the agency priorities
and objectives, and to bring about institutionéicefncy.

The overall objective of the study is to assess abency’s budget process, integration of
Medium term expenditure planning and budget aliooatas well as pinpoint the key Problem
areas that seek attention and improvement. Thg $tasithe following specific Objectives.

1. To review the over all effort made to reform emgiture planning and budgeting;

2. To examine the process and procedures of expeagilanning and budget allocation;

3. To improve the budget utilization of the agency;
4. To aware the concerned authority about the dvandgetary and related issues

1.5. Scopeof the study

The scope of the study is limited to the analysisbadget preparation, utilization and
performance of the Addis Ababa Mass Media Agenicgoésn’t consider other institutions those
which are administered by the city administration



1.6. Significance of the study

In developing countries, like Ethiopia, the allocatof scarce resources for the provision of
Socio-economic development should be based on msgste synchronization of policies,
Planning and resource and efficient utilizationmedources for effective economic development.
But, in practice there are several gaps to linkhgpneeded requirement and the allocated budget.
Objectives with available resources. The need tdkvem this missing link is essential in the
agency where resources are extremely scarce. Fignpoint, one can easily conclude that it
becomes so important to study allocation of finahoésources, In general, by analyzing some
the city government procedures in budget allocattbe study is helpful to formulate sound
expenditure planning and to improve the deficiemagresource allocation and utilization in the
agency.

1.7. Research Methodology

This research was designed and based on two maioeso the primary data and secondary data.
The secondary data were collected from annual/ogerireport, budget document, research
papers, finance and economic development burealicatibns. These secondary sources of
information were mainly used to support the primdata. The primary data collection was
based on survey method. This survey method usadttsted questionnaires to collect
information related to expenditure planning and daicallocation. The questions are open and
closed ended. The selection of the concerned badidsased on functional classification.
Functional classification comprises administratieed general service. Based on this
classification, from administrative service finarao® procurement support process and research
and budget preparation, evaluation and follow uppsut business process ( Capacity building
and Finance bureau BSC documents 2009). From thergleservice the main and sub business
process who are the prime beneficiaries of the budhese sample officers were extensively
occupied with budget utilization and preparatiowadl as running the capital expenditure of the
agency.

The next step was the determination of the numbeespondents from each business process.
Since they are limited numbers of qualified pergumder theses process, a total sample size of
20 respondents among a total of 37 was selectethéostudy. In order to collect primary data,
the researcher distributed questionnaire to thesgondents. The questions cover the following
five basic areas:



1. the method of budget preparation process;

2. the mechanisms and systems of budget allocatitmeiagency;
3. the budget utilization process;

4. accountability and responsibilities in the budgetgess; and
5. The budget decision—making process.

As a matter of fact, the very nature of this surigegf descriptive and analytical type. It has also
noted that the study is to some extent an explanfgpe

1.8. Limitation of the study

Analysis of the expenditure planning and budgebcallion and utilization in the agency is

difficult. There is no well-established and plannedpenditure management. The existing
documents are mainly empirical, not fully reliabla. addition, some respondents were not
willing to give relevant information related to teudy. The other limitations are the absence of
enough time to prepare the material and the absehagher research material which are

conducted on the agency.

1.9. Organization of the study

Including the introductory part of the study, tihesearch is organized into four chapters. The
introductory part presents background, statementhef problem, objectives and research
methodology, scope of the study, significance efgstudy, and limitations of the study. Chapter
two review of the literature that is related to rplang and budget allocation, expenditure
planning, budget process and source of financeedisaw utilization. Chapter three data analysis
and presentation it identifies the strength andkness of the budget allocation and utilization of
the agency. Finally the paper presents summaryiagithgs, conclusion and recommendation.



CHAPTER TWO

2. LITRATURE REVIEW
2.1. CONCEPTUAL LITRATURE
2.1.1. Planning Versus Resour ce Allocation

Development policies and plans usually coexisteth wesource allocation. After government
policies and plan are formulated, the resourcecation is made through budget process.
According to Premchand (1983), there are two tygfeglanning: - development planning and
fiscal plan. Development planning involves the pliag of societal goals and objectives and the
mobilization of natural, human, and financial res@s needed for their achievements. Fiscal
planning is narrow in scope and is the instrumérdevelopment planning. It consists of future
budget planning, source of finance, methods ofioisig the necessary resources and allocating
them in accordance with overall national goals.PAsmchand further explained, both plans and
budgets are concerned with policy analysis anccation of resource. The differences lie in the
combination of economic and financial aspects.l&mping, economic aspects dominate, while
in budgeting, more attention is paid to financspects

The main arguments for planning or government waetion are failure of competition, the
existence of public goods and externalities, indetep market, information failure,
unemployment, inflation and poverty (Stiglitz, 19@8d Todaro, 1997). In fact, Fozzard

(2001) argued that in perfect market, the forcesupiply and demand would achieve an efficient
resource allocation through price mechanism withtloe need of public intervention. But in the
real world, there are cases where economic actigityighly dominated by only one firm and
this firm controls the whole market operation. TAigument suggests that the absence of perfect
market competition call for public intervention.

Public spending is very important to reduce ineifgboverty and unemployment. The fact that
market has failed to produce full employment anditggmplies that government intervention is
mandatory. Government intervention helps to reduneguality and poverty by improving
distribution of income and means of employmentniast developing countries, government
intervention or development planning was more [adt after the Second World War. The
plans were formulated to set out government presjtobjectives, and target of development and
help for the guidance of long-term public expenaitprograms. However, after more than three
decades, the\ result of development planning isdleuntries has been generally disappointing
(Todaro, 1997). For instance, according to theystfHarrigan (1995), in Jamaica in 1950s and
1960s national development plans articulated thmtwg's development priorities in the light of
resource constraints, and were used to help fogtidance of the government’s annual budget
process. But since the 1980, the development pimaliorted due to change in political regime.
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The lack of long-term public expenditure strate@g kwo negative accountabilities. First, it was
hard to evaluate the outcomes of public expendpotiies against planned objectives; second,
it was difficult for interested groups to make effee inputs to the planning process.

2.1.2. The Role and process of Medium Term Expenditure
Planning

The MTEF is annual, rolling three year-expenditptanning. It sets out the medium-term
expenditure priorities and hard budget constraagainst which sector plans can be developed
and refined. MTEF also contains outcome criteriatfe purpose of performance monitoring.
MTEF together with the annual Budget Framework Pgpevides the basis for annual budget
planning (Finance and economic development bureaua budget frame work (2012).

2.1.2.1. The Objectivesof MTEF

Improved macroeconomic balance, especially fistaipline

Better inter- and intra-sectoral resource allocatio

Greater budgetary predictability for line minisgrie

More efficient use of public monies

Greater political accountability for public expetle outcomes through more legitimate
decision making processes

+ Greater credibility of budgetary decision makingl{jical restraint)

= F = + &

Sincel991, in most African countries, medium amdyierm socio-economic development were
not driven by a national plan. The role of natioplans in guiding public expenditure allocation
has declined and been substituted by Medium Terpeiditure Framework (MTEF). The
MTEF approach is essentially an effective budgetess and is similar with program budgeting.
If properly implemented, the MTEF can improve maditerm resource allocation and creates
the link between policies and programs, and theures allocated to their implementation
(Kiringai and West, 2002) According to the Worldri&a failure to link policy, planning and
budgeting may be the most important factor thattrdmutes to poor budgeting outcomes at
macro, strategic and operational level.

MTEF model is employed to estimate the total rese@nvelope and expenditure, by taking into
account the variables including GDP growth ratéation rate, money supply etc. It consists of
top down aggregate resource envelope availablpublic expenditure; a bottom up estimation
of the current and medium-tem expenditure, andn@tas these costs with resources. The main
objectives of the model are to improve macro ecandmalance, especially fiscal discipline,
improve the sectoral allocation of resources, prenbaidgetary predictability for line ministries,
employ more efficient use of public monies, exexaigeater political accountability for public



expenditure outcomes through more legitimate dewisnaking process (Le Houerou and
Taliercio, 2002; and World Bank, 1998 b)

Therefore, the six stages of a comprehensive MTEF a

. Development of Macroeconomic /Fiscal framewidt {orojects revenue and expenditure;
. Development of sectoral program and agreemeseotor objective, output and activities;
. Development of sectoral expenditure frame work;

. Definition of sector resource allocation (sejtmedium term sector budget ceilings);

. Preparation of sectoral budget; and

. Presentation of budget estimate to cabinet anthment for approval (World Bank, 1998

o O WDNPR

The development and implementation of MTEF is highlipported by international financial
institutions and donor organizations. These indtiis are increasingly initiating developing
countries to accept and develop MTEF. This is ladlgito solve persistent problems of resource
allocation in developing countries. The trend igtipalarly pronounced in Africa, which
accounts for over 52 percent of the existing MTItFthe developing world (Le Houerou and
Taliercio, 2002).

Currently, MTEF has been introduced in some Africaantries such as Ghana, Guinea, Kenya,
Malawi, Mozambique, Rwanda, South Africa, Tanzangémd Uganda. Because of their
differences in institutional capacity and politicsifcumstances of these countries, there are
variations in the design of MTEF reforms at the lienpentation and operational levels (Le
Houerou and Taliercio, 2002). For instance, in Gh#&uinea and Uganda, MTEF is the integral
part of the budget process, while in South Afriod &enya; it is published before beginning of
the budget preparation. In some countries, theescdpgMTEF is only limited to priority areas.
For example, in Guinea, Rwanda, Tanzania and Uganfapriority sectors are included into
MTEF.

In terms of government level, most countries foexslusively on the central level. Only South
Africa and Uganda have introduced MTEF in centpadvisional and local government levels.
They have established standards and unit costrsygteimprove sectoral resource allocation in
the public sector. In other words, in these twontoas both comprehensive development
programs and government aggregate expenditures imcerporated in MTEF. The
implementation of these procedures clearly indatéibat South Africa and Uganda are relatively
close to having fully operational MTEFs. Therefonmost African countries can draw
preliminary lessons from the experiences of SouticA and Ghana in resource allocation in the
public sector.



2.1.3. The Role and Types of Budget
2.1.3.1. TheRoleof Budget

The term budget is used to mean a plan for fin@gnen enterprise or government during a
definite period, which is prepared and submittedalnesponsible executive to a representative
body whose approval and authorization are necessHoye the plan may be, executed (Hyde,
11 1992). The government budget represents a placdst by the government of its
expenditures and revenues for a specified period.

Budgeting could be conceived as a process for mpieally relating expenditure of funds to
accomplish planned objectives (Schick, 1992). Btidges not solely a matter of finance in the
narrow sense. Rather it is an important part ofegoment’s general economic policy. It is a
strong instrument in implementing the long termdme term, and annual administrative and
development programs (MoFED, 1993).

Budgeting involves different tasks on the expendguand revenue sides of government finance.
On the side of expenditure, it deals with the deteation of the total size of the budget (i.e.
total amount of money for the year), the size dfays on different functions, and the magnitude
of outlays on various activities. On the revenwkesit involves the determination of the size of
the overall revenue and foreign aid. Furthermorgjgeting also addresses the issue of the
budget deficit (i.e. the excess of outlays over dsitic revenues), and it's financing
(Premachand, 1983). Premchand more substantiate@guitposes of budget in terms of three
aspects-as a tool of accountability and managerasrdan instrument of economic policy and as
a type of legislation and political exercise. Esaly, budgeting as an instrument of economic
policy has more important function. It indicates tHirection of the economy and national
growth, allocation and utilization of resourceseTdther function of budget is to promote macro
economic balance of the country through fiscal @oliThis means, government has used
taxation, government expenditure and borrowingctiieve economic growth, full employment,
price stabilization and fair income distributiom $hort, modern budgeting system has three
functions — allocation, stabilization and distrilbat function.
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2.1.4. Budget Typesand Reforms

The budget reforms have started in the late of 18 early 20th centuries to promote

accountability and efficiency. The reforms have agafly fallen into one of the two categories:

(1) innovation designed to improve the budget typEinnovation designed to improve the

budget preparation process. This division may berlapped each other, since change in the
process inevitably affects the information (Blamdl &ubbin, 1997).

Gianakis and and McCue (1999) have classified buyges into four parts. They are line item
budgeting, performance budgeting, program budge#ind zero-base budgeting. These four
basic types of budgets have evolved from contmllexpenditure to improving financial
management. Line item budgeting is input- orierbedget system that optimizes the control
function. The system is often associated with arfoial plan of estimated expenditure,
expressed in terms of the kind and quantities g¢aib to be purchased which estimated revenue
needs to finance during a specified period, usuatly year. Its function is expenditure control
and safeguarding of funds based on assigned budgetghe focus is on the attainment of
balanced budget (Babunkis, 1976). In addition, iteen budgeting usually follows a system of
incremental budgeting and is effective in contrgland monitoring expenditure management.

Although line item budgets are simple and effeciiveontrolling funds, they still have a number

of drawbacks. The system does not provide infomnatibout why money was spent, and no
attention is given to the efficiency and effectiges of the program (World Bank, 1998 b).
Furthermore, line item budgeting does not usuatigseder planning and policy option in the

budget process. These deficiencies encourage goeais to develop and implement the
performance budgeting that is based on enhancfimesicy and output. Performance budgeting
is basically based on defined programs, goals &jettives. It measures the amount of work to
be accomplished, the efficiency with which the wark be completed and the effectiveness of
the program (Bland and Rubin, 1997).

Performance budgeting needs clear and measuraljlectivb statement, pre-determined
standards or performance measurement in compangitim similar other organization,
decentralization of responsibilities and accoutitas, and institutional financial autonomy.
However, Bland and Rubin have argued that perfoomanudgeting does not address the
fundamental questions; such as whether a programedsssary at all, or how best to allocate
limited resources among competing ends. In othedsyat gives more attention for efficiency
and effectiveness of resources rather than resalicmations among competing policies.

Although, performance budgeting is difficult to dgsand implement, it has many advantages. It
improves productivity; linking performance to butigéocation, improves accountability, allows
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more decentralized decision-making and more creathanagement. The other alternative
approach to determine spending priority is zercsebbudgeting. In this approach, decision-
makers conduct annual evaluation of each progradrgaue priority against available resources.
The budget is entirely remade every year; theremareommitments that are carried forward to
the next fiscal year.

The application of this budget system is highlyited in developing countries. This is because
some of the budget items such as contractual agal [Eayments of loans interest payments;
contractual payments for salaries are carried fatwa the next fiscal year. As Bland and Rubin
have further explained, program budgeting organigesernment activities into program,
identifies alternative for achieving each goal, edetines the costs and benefit of each
alternative, and selects the alternative that mepesnet benefit. It is a system that links long
range planning with yearly budgeting and evaluation

The main objective of performance and program btidgeis to improve linkage between
policies, planning and budgeting. Currently, pubsiector resource allocation needs such
effective synchronization of budget process withnping. This in turn requires sustainable
political commitment, sound budgetary and accogntiystems, skilled and knowledgeable
personnel, sufficient and flexible resource allaws (Caiden, 1996). However, in practice,
program budgeting has not been very successfuloth beveloping and developed nations
(World Bank, 1998 b). This is due to:

(1) The attempt to create program that is indepeindg organization affiliation proved
impossible;

(2) It is difficult to compare on the basis of effieeness and choose among them, since there is
no common index of worth for public program;

(3) Adequate information about program is not ak#é in many countries; and

(4) Lack of stability and political commitment tollfy implement the program.

Budget reform is undertaken in order to designhthst system of budgeting that will ensure the
effective attainment of objectives, the efficietibeation of resources and better estimation of
budgets. Budget reforms have often focused on ¢hgriyidget roles between the executive and
legislative branch of governments, or shifting theation of decision making power and on
budget formats and the kind of information neededdecision makin (Rubin, 2000). Often, the
reforms tend to bring those changes by tilting lbaéance between the central components of
budgeting process, i.e., planning, management antta, and emphasize one or another of
those components (Schick, 1969). This is almosagdvaccompanied by a change in the form of
budget expenditure classification for the purposexpenditure control, budget allocation and
expenditure appraisal (Robinson, 1992).
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2.1.5. Budget process

Development policies and plans usually coexisteth wsudgeting process. After government
policies and plan has been formulated, the resoisr@located through budget process. The
budget process is not just about collection of neeeand spending money to public bodies. But
it is also an ongoing complex procedure involvingportant policy statement, planning, and
socio-economic priorities, monitoring and reportprgcesses. It reflects government’s view of
socio-economic development of the country, theatation of the fiscal, financial and economic
development objectives of the country. The budgetits process is also important document in
ensuring transparency, accountability and good igaree.

The budget process shapes decision through theebegigle. The budget cycle has four main
stages: preparation of budget request, legislapgoval, executive budget implementation, and
summary of reporting on actual budget transact®land and Rubin, 1997). Bland and Rubin
have further substantiated the end product of paelse of budget cycle.

Table 1: Budget Cycle

Phases of the Budget Cycle End Product of Each Phase
Preparation of request Proposed Budget
Legislative adoption Appropriation
Implementation Disbursement of funds
Summary of transaction Audited financial report

Source: Bland and Rubin, 1997:p.23

In governments where executive budget making is well developed, legislative review

dominates the whole of the budget cycle. On thdraoy if the legislature’s role is inadequate,
then executive preparation dominates all phaseskfi&éad, 1965). The executive preparation
stage starts with the call for estimates by migisif finance or/and plan minister. These
institutions give instruction to public bodies imder to prepare their requests. The call for
estimates notifies government priority areas, altiproblems, the date for submission and
supported material documents.

The public bodies or agencies conduct intensivenaxation of their budget in line with ceilings,

policy directives and priorities. After the pubbodies or agencies have prepared their estimates,
they will submit to the respective institutions.€Ble institutions review, consolidate, recommend
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and if necessary modify formal national budget anldmitted it to the cabinet. After review and
adoption by the cabinet, it will be passed to panknts for final approval. The parliament’s
approval of the national budget is based on smegidvernment goals, policies, priorities, and
resource generating capacity and over all socion@wic development.

In the budget process, one of the principal isggethe degree of participation by interested
parties. The chief executive bodies, policy-makergjget analyst, department heads, citizens,
and interested group representatives should dicpgeate in the budget decision-making process
(Bland and Rubin, 1997)

2.1.6. Sour ce of Finance and Budget Deficit

In developing countries, the domestic sources eegument finances are tax revenue, nontax
revenue and domestic loans. External financial mess come from external loan, aid and
different kinds of grants. From domestic sourcasation is the major and most effective way of
reducing consumption and transferring resourceBnnce government expenditure. Foreign
finances could appear in the country in the forrpublic and/or private capital.

Public foreign financial resources may be clasdifieto bilateral and multilateral loans and

grants. Under the multilateral loans, there areiouar agencies of the United Nations’

Organization like the World Bank, International &nte Corporation (IFC), International

Development Association (IDA), United Nations Deymhent Program (UNDP), etc. The

transfer of resources from these organization®ws-income economies can be in the form of
loans on concessional terms, technical assistandegeants (Berhanu, 1999). The financial

needs of developing countries, especially experalitbeeds for social provision such as
education; public health, technical training angeggch can be financed with the help of these
multilateral and bilateral loans and aid (Jhingz002).

Economic expansion is playing a significant role itcrease government revenue and
expenditure. As experience reveals, in most deuadppountries, the total domestic revenues
grow at a lower rate in comparison to expenditd® expenditure grows rapidly, in comprising
to revenue, the amount of budget deficit increagesgnificant rate. A budget deficit is simply
the amount by which government expenditure exceedsipts. Government budget deficit can
be financed through issuing of government bondssury bills, printing money or borrowing
from external sources. But all of these systemse hheir own negative consequence on the
economic development. Borrowing from foreign soarcan be the main cause of increasing real
exchange rate and external indebtedness. The roatnassociated with the accumulation of a
large external debt is debt service. The imporpmiht about external debt is that it poses no
danger if it is used wisely and in ways that wolelad to high rates of growth (Befekadu Degefe
and Berhanu Nega, 2000).
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Domestic borrowing also brings about excessive retdrest rate and crowed out private
investment. In general, large budget deficit creatal threat to the stability and growth of the
economy. Excessive budget deficit lead to the mmolsl of inflation, exchange rate crises,
external debt crises and high real interest rater(\Bank, 2001).

2.1.7. Government Budget and Fiscal Decentralization in Ethiopia

In developing countries, the adoption of plannie@a instrument of economic development, the
influence of donors through loans and technicalktmsce and the existence of different shocks
have influenced the importance of budgeting system.

The Ethiopian experiences with respect to the budystem have not been significantly
different from experiences of other developing daes. During 1950s and 1960s, the country
has engaged in detailed planning exercise, whicls tee main instrument for resource
allocation. It has under-gone significant changethie area of policy and planning, revenue
collection and expenditure allocation, and overfiahncial management. As Ghirmai (1990)
noted, for the first time government budget waslighbd in Ethiopia in 1945.

The budget format that was established duringithe was used for a long period of time. The
1955 constitution specified the definition of powesf Ministries, Council of Ministers, and
Legislative body with regard to budget preparatsomd execution. The specified powers and
responsibilities for executive and legislative msdivere the starting point for effective budget
allocation. Ghirmai has further substantiated avaluated the determinants of the growth and
allocation of government expenditure in Ethiopig. ising regression model, he has identified
factors responsible for the growth of governmengesxditure. According to him, the growth of
government expenditure was greater than GNP groath In other words, per capita GNP
appeared to be a weak determinant of governmergneijure. Government expenditure for
recurrent budget and particularly that of admiaiste service has been significantly increased
as compared to total government expenditure fop#ned of 1958-1977 (EFY).

None-economic factors such as planning, allocatiechniques, war, and droughts have
influenced the administrative expenditure. For eplemthe defence expenditure of the country
was extremely growing faster than other sectorstduke existence of continuous civil war. On
the other hand, as the ratios of dependent vagaflew some growth, no increment in the ratio
of education was identified. Therefore, the resesirthat are available for expansion of public
goods such as education, health and rural watglysuere significantly limited.
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According to Demirew (1998), in Ethiopia, the scafepublic finance has increased to finance
socio-economic development during the last threeadies. The increase of expenditure in
different government activities is resulted in km@nd growing government budget deficit. The
ratio of revenue to expenditure that was 115 pérdering 1950-1960, declined to 88, 68 and 61
percent for the period 1961-1974, 1975-1991, arfll11M97 respectively. In pre 1974, the role

of Ethiopian government had been mostly limitedthe allocation of resources and creating
policy environment to enhance private sector inwesit. For instance, to grow and expand
manufacturing industry, the government providedesavincentives such as tax holiday, tariff

protection, remittance of profit, repatriation afvested capital, tax exemption on imported
capital goods and concessions in the form of laabds or land grants\ (Asrat, 2003). As a
result, the contribution of industrial sector to Bbad grown from 5.2 to 13.6 and the average
growth rate of GDP was 4 percent per annum foptreod 1960/61- 1973/74.

In 1978 Central Planning Supreme Council was estadl and Ten-Year perspective plan
prepared to transform the Ethiopian economy. Thautative gross investment required for ten
years was estimated to reach Birr 32 billion in@/8&. But because of shortage of capital and
other related political problems, it failed to nieal the expected objectives of development
(Mekonen, 1992). In general, excessive capital womgion of public enterprises, over
centralization of the economic activities and thestence of continuous war, conflicts, drought
and change of international situation made the tgwne of the poorest countries in the world.
By the of the 1990s, the country’s economic growths stagnant, agricultural production
declined, physical infrastructure had virtuallyidisgrated (World Bank, 1994). These problems
forced the government to announce the mixed ecanpoticy in 1990.

After the fall of the Derg regime in 1991, the Govaent of Ethiopia initiated a broad spectrum
of economic reforms. The reform programs amongrsthrelude reorienting the economy from
command to market economy, creating policy envirenito promote private sector investment,
reallocation of expenditure towards to poverty oieel sectors, process of structural adjustment,
introduction of Civil service reform, and policy fiécal decentralization (MoFED, 2002).

The SAP (structural Adjustment Program) was prepamecollaboration with the World Bank
and International Monetary Fund (IMF). Major ref@amaf SAP include currency devaluation,
removal of fertilizer subsidy, labor market liberation, reduction in trade and export tax. The
main focus of the reform was a reorientation ofljguexpenditure towards the poverty-oriented
sectors such as primary education, health caregrvgaipply and rural roads (MoFED, 2002).
This pro-poor budgeting orientation is envisagegly prominent role in Ethiopia’s poverty
reduction strategies.
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On the basis of envisaged development programsaliece of finances to these sectors were
expected to come from external finance, cut badksnf inefficient expenditure, from
retrenchment policy, increase efficiency in goveentrevenue and introduction of new forms
of tax systems. In other words, SAP was expecteiddeease government revenue to finance
expenditure. However, according to Alem(1996), érdiberalization affects the fiscal balance
from both the revenue and expenditure sides. FemManue side, tariff reduction and the removal
of export taxes reduce revenue. On the expendsides the provision of export incentives leads
to rise in expenditure.

Absence of sufficient foreign resource inflows nimythe main causes for decline of resources
of the country. In other words, a loss of revenuenf tariff and exports tax reduction was not
compensated by devaluation and widening of expase®. For instance, in the 1980s the total
government revenue was 24 percent of GDP wherdtassimplementation of SAP (1992) it
declined to 16 per cent of GDP (World Bank, 199@).this end, financial policies that have
been employed to increase resource mobilizationadiodations have not been fully effective.
Therefore, such difficulties have been the maj@soas for failure of adjustment programs.
Poverty reduction strategy is the other latest gweent paradigms for poor countries like
Ethiopia.

Currently, Ethiopia has relied on the policy of pdy reduction strategy and programs. The final
full Poverty Reduction Strategy Paper (PRSP) etithe Sustainable development and Poverty
Reduction Program (SDPRP) was issued in July 2002 design and implementation of
SDPRP is due to the failure of the adjustment @metdlization efforts to reduce poverty in the
country.

The SDPRP implementation strategy was built on follars:

1. Agriculture Development Led Industrialization[Al);

2. Reforms of Justice Systems and the Civil Seyvice

3. Decentralization and empowerment; and

4. Capacity building in public and private secttwKOFED, 2002).

The main policy instruments to reduce poverty averdasing resource allocation towards
poverty-oriented programs. This pro-poor budgetinigntation is envisaged to play prominent
role in Ethiopia’s poverty reduction strategieseTgolicy is based on the ADLI strategy and the
Sector Development Programs. In other words, tHeyoelied on investment on agriculture
and food security, education, health, road, water sanitation to reduce poverty, and at the
same time to bring long- run growth and development
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Therefore, public finance management in Ethiopits g&o more complex process because of a
radical program of decentralization to regions &ner tiers of the government, civil service
reform, including a variety of measures to streagtexpenditure management and control, and
sector development programs. (World Bank, 1999)gi®twlization is perhaps the most
prominent feature of government in Ethiopia’s immaéel and long-term policy; which will have

a direct bearing upon both expenditure policy andiementation (World Bank, 1994).

The Ethiopian constitution, adopted in 1994, esthbl decentralized regional states. Currently,
Ethiopia has a four — tier systems of governmerargements. Below the Federal Government
there are nine Regional States. These Regiona¢sStae divided into zones, which interns
divided intoworedas. Below woreda levels, \communities is divided inte@beles. This regional
administration hierarchy is very important for reste allocation and self-governance.

The constitutions recognize the right of the regitmformulate and executes their economic and
social development policies and strategies, andrash@r their expenditure planning and certain
types of taxes. In order to administer and manag&a@mic and social development, different
proclamations issued in 1992. Proclamation No. 9218rovided the basis for the establishment
of regional governments and the right to prepapr@ges and implements their own budget. The
proclamation provided the basis for the sharingesenue between the Federal and Regional
Governments. These provisions enabled budget @&mar administration and control to be
undertaken along the lines of fiscal federalisnesih993/94 (MEDaC, 1999).

In general, fiscal decentralization, sector develept program and poverty reduction Program

are more complex processes and they require eféegibvernment expenditure planning and
budget reforms.
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2.2. RELATED LITRATURE

2.2.1. Expenditure Responsibilities of Addis Ababa City
Gover nment

A unique feature of the expenditure assignmentEtmopia is the distinction between the so
called “state” and “municipal” functions (Werner darNguyen-Thanh, 2007). Powers and
functions of the city government are defined by Revised Charter Proclamation No. 361/2003
Article 11(1) of the Proclamation states that tiig bas powers and functions over matters that
have not specifically been included in the detaflshe powers and functions of the executive
organs of the federal government. This provisiofuattions and powers is found similar to the
way functions and powers have been given to themafgovernments.

The main difference is that Addis Ababa receiveBdim the government legislation while a
regional governments share the powers and functidgthsthe federal government in the Federal
Constitution. Accordingly, Article 52 of the 199RE Constitution provides that what is not
defined as federal powers and responsibilitiessaraamcurrent to the federal government and the
states are reserved to the states. Accordingly, dhe has almost as wide expenditure
responsibilities as regional governments, ignoriragyd the statutory and constitutional
differences in mandates.

Within this general framework, Article 12(2) of tiievised Charter provides the specific areas
of powers and functions of the city. Some of thas#ude powers and functions of the city
government to:
Issue and implement polices and plans concernimgléirelopment of the city;

+ Constitute the executive bodies and organize |di®es;

+ Identify, determine and organize municipal serviceke delivered;

+ Administer, according to the law, the land andria&ural resources;

+ Prepare, approve and administer the budget ofityxe c

+ Issue the master plan of the city; and so on.

Generally, the city has functional responsibilittesprovide state and municipal services to its
residents, and the power to incur expendituresn@ante them. According to Article 14 of the
Revised Charter, the City Council has the poweaagdprove budget of the city government. Sub
National Governments (SNGs) with full budget makipgwer naturally will have better
spending autonomy as a budget reveals the typamodint of public goods and services to be
provided to its residents. So, budget making pavgerally reflects the spending autonomy of the
city. Budget of the city does not require an apptdvom the federal government. However,
there are some guidelines required to be followex. example, Article 59(1) of the Revised
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Charter indicates that the city’s budgetary adniai®n should follow the budgetary principles
of the federal government.

Furthermore, Article 61(6) of the Proclamation regsi the city government to submit annual
and periodic performance reports on its plans, budgd the overall state of affairs of the city.

But, the law is mute about the corrective meastaksn by the government if the budget reports
were found problematic. In historical perspectivelike other urban centers in the country,
Addis Ababa has been enjoying better budgetary pewen in those highly centralized Imperial

and Dreg eras.

Comparative empirical studies take “budget makipgiver of capital cities as one of the
comparative elements to examine IGFRs of capita@sciwvith their national governments. As it
is indicated earlier, this is prominent issue gaitrly in federal districts. Those of some federal
districts’ budget, such as Washington D, C. and ibtexCity, is expected to be approved by
their national governments. And, in others thearati government has the power to oversee the
budget and revise if it finds necessary. Therefoejing budget making power, Addis Ababa
can determine the services and functions to beigedy

In capital cities, there are usually joint respbiliies in provision of some services. Among
these, police and security functional responsiegditare the prominent concerns. The analysis
framework on local policing usually focuses on dioess like how is local police organized?
Who pays for them? Who does appoint them? In mastslocal policing is either a state or a
national function so it does not register on lobatigets and the police chief officer is not
appointed locally or subject to local authority.nBarra does not have a police force and
contracts with the national government to perfootigng duties; the Canada government police
protect national buildings and Ottawa’s local piolgcis a provincial government function; and
in Brussels, the federal government provides comsgigon to the local government for the
additional costs incurred by the local police force

In Ethiopian context, the Federal police and Adéisaba police take joint responsibility for
policing services. The city police commission is@mtable primarily to the federal government
and to the city government only by delegation. Adawgly, the city police commissioner and
deputy commissioner are appointed by the fedenakmunent. However, the city government is
expected to incur full costs of the city policeder The federal police is mainly responsible to
protect the federal and international institutioBefore the 2005 election, the City police had
been under the city administration on delegatiant, Bollowing the victory of the Coalition for
Unity and Democracy (CUD), the main opposition paddis Ababa police was made under
direct supervision of the Prime Minister.
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The proclamations of Chartered cities by the fddgogernment, that is Addis Ababa and Dire
Dawa, provide these cities in general with stromgharity in respect of executive power to
establish municipal line departments and agengies.Transport Authorities of these cities have
recently been made subordinate to the federal poahg\uthority, but funding for transport-
related activities is also mostly the responsibiitof these cities. For instance, Anbassa City Bus
Service, mostly serving Addis Ababa, is a publitegorise under the Privatization and Public
Enterprises Supervisory Authority. The city goveamhhas been subsidizing 21 percent of the
ticket cost of Anbessa city bus service enterpaisé it has been losing 50 million Birr every
year due to the ever increasing costs of transport.

2.2.2. Trend and Compostion of Actual Expenditure of Addis
Ababa City Administration

Capital cities usually experience higher expenditwtue to their multiple functional
responsibilities. Within the aforementioned funotb responsibilities of Addis Ababa city
administration, the actual expenditure performaoté¢he city to discharge its responsibilities
needs to be analyzed.

The financial data of the city as well as the Se@#icers in the Budget Department of Bureau
of Finance and Economic Development related thentetiuge projects in socio-economic
infrastructures such as road, housing and wateplguwith the substantial amount and
composition of the city’'s capital expenditure. Hheartmore, the establishment of new
administration in 2003/04 had resulted a widespodaahge in the overall governance of the city.
It is to be remembered the fact that the new adstnation, led by Mayor Arkebe, introduced
new urban development projects particularly in legisand micro and small scale enterprise
development areas that required huge financiahgsitiThe overall trend in the expenditure of
the city has witnessed the increasing spendinguwahaf the city. The city’s actual expenditure
had been increasing on average by 23.70 percentabynThis is much higher than the 3.4
percent annual population growth of the city.

Addis Ababa city is the only sub-national governi#rat devoted higher proportion of its

expenditures to capital expenditure. The capitagfenditure of the city amounted 0.29 billion

Birr, constituting 59.39 percent of its total exgegare which is an increasing trend annually.
The capital oriented expenditure of the city déférom recurrent-oriented expenditure at sub-
national, federal and national levels.

The recurrent expenditure also dominated at fedmrdl national level having 55.46 and 61.08

percent share of their total expenditure respelgtividdis Ababa city has therefore relatively an
expenditure responsibility that is the highest aghorgions, except Oromia. The city consists of
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less than 4 percent of the total population ofdbentry. But, it incurred 7.15 and 19.48 percent
expenditure of the total national and all SNGs exiiteres respectively.

As a capital city, Addis Ababa is expected to pdevpublic goods and services with standard
qualities. Furthermore, as a seat of African Unithe city should cope up with modern and

global standards in its socio-economic infrastrreguand services. For instance, unlike the
experience of any of the regional governments, sddiaba devoted higher portion of its budget
into capital accounts. The city financed projecis liuge infrastructures such as the ring-roads
and public housing construction.

2.2.3. Revenue Sour ces and Collection Performance of Addis
Ababa City Administration

The ability of sub-national authorities to act ipdadently of the central government depends on
whether they have access to independent tax b#&seEthiopian case, the 1995 FDRE
Constitution defines the revenue power and souofa®gional governments and the federal
government. Even though the regional tax revenugshvare mentioned in the Constitution
appear to be comprehensive, the main tax yieldafrad 75 percent of the total tax revenues
belongs to the federal government. The economie lodsarly 20 century Addis Ababa was
typical of a consumer city where taxes, tributed tthes were the principal source of income.
But, Addis Ababa today has a diversified economgjndy the main centre of public
administration, commerce, manufacturing, finanea) estate and insurance.

This diversified economy has provided a fairly lwt@ad dynamic tax base to Addis Ababa city
government (Tolon, 2008; pp: 16). Currently, ithe Revised Charter of the City Government
Proclamation No0.361/2003 that defines the revenaeeps and sources of Addis Ababa.
According to Article 52 of the Revised Charter, Agldbaba has the following revenue powers
and sources, to:

+ Assess and collect tax on income from employeels inithe city, excluding employees

of Oromia region, of the federal government anéederal public enterprises;
+ Fix and collect land use fee with in the city;
+ Tax on income from agricultural activities withimet city;

+ Assess and collect profit, excise and turnovergds@m individual business men trading
in the city;

+ Receive Value Added Tax (VAT) collected by the fedlegovernment from individual
business men trading in the city, and public emiseg owned by the city;

+ Fix and collect urban land rent and level urbandediax in the city;

+ Assess and collect on income from rented housesoalner properties in the city;

+ Levy municipal taxes and duties as well as fix aaliect service charger thereof;

+ Assess and collect capital gains tax on propetiyata in the city;
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+ Fix and collect fees on license issued, and ses\dedivered, by itself; and
+ Assess and collect profit, excise and turnoverdds@m its public enterprises.

The aforementioned revenue sources of the city igfo thve regional governments. The striking
difference comes with taxes on the profits of coniggand on dividends on shareholders. These
taxes are jointly owned by the federal governmeck i@@gional governments (Article 98, FDRE
Constitution). But, Addis Ababa where quite largajonity of companies reside at has not been
given the access to share profits and dividendsstaXhe city government has also the legal
base, according to Article 53 of the Revised Chaite obtain revenue from juridical bodies
under its charges, income generating activitiesit jmvestment, fund investment, rentals and
from donations; and can undertake diverse acts/foe gain.
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CHAPTER THREE
3. EMPIRICAL DATA ANALYSISAND DISCUSSION

3.1. Description of the study area

This chapter focuses on the finding of an opiniarnvey madewithin the agency related with
expenditure planning and budget allocation. Theesuemployed structured questionnaires with
open and close-ended types of questions. The amab/salso supported by secondary data
collected from the agency and finance bureau. Elecson of employees is based on functional
classification. According to functional classificat, the Addis Ababa mass media agency is
divided into core and supportive business procésxording to their significance to the
research, from core business process media trasismisiain and sub business process leader
and team leader of the three medium that is radieyision and press as well as marketing and
promotion service team, from supportive businesxgss, procurement, payment and finance
leaders and officers, were selected.

3.2. Analysisof thefindingsof the study
3.2.1. Characteristics of Respondents

The next step was the determination of the numbeespondents from each business process.
Accordingly, a total sample size of 20 respondeves considered for the study. Because some
respondents were filled partially or not willing be filled the questionnaire, the study focused

effectively on 13 respondents of which 5 femaled 8males. The distribution and status of

respondents is shown in the following table.
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Table 2:- The Distribution and position of Respantde

Name of the | Position Position total per ce
business process | Core business process supportive ntage
business process

Leader on |Leader on | Team leader officer

core sub business | leader

business process

process
Core business 1 1 7.7
process
sub business 1 1 7.7
process
Team leader 4 4 30.8
Supportive 3 4 7 53.8
business process
total 1 1 1 3 4 13 100

The education level of the respondents’ responstherallocation and utilization of the budget

as we can see from the table, those who possesiphre 2 among the rest of the respondents
and those who have degree are constitute the teSthk status and responsibly of respondents
are 2 core and sub core business process leadeéesn¥ leaders, 4 are supportive business

process leader and the rest 3 are officers.
Table 3:- Level of education and sex of the resptxle

Name of the L evel of education per centage sex per centage
businessprocess | diploma | degree | Above male | female
degree
Core business 1 7.7 1 7.7
process
sub business 1 7.7 1 7.7
process
Team leader 4 30.8 4 30.8
Supportive business2 5 53.8 2 5 53.8
process
total 2 11 100 8 5 100

According to their level of education and sex rdhie respondents are almost well aware of the
fact that what they replied. When we see their ationc among the respondents11 or 84.6 % are
possessed their first degree and the rest 2 oA Balve got their diploma which is an indication
of almost all respondents are from the educatesgoay. On the other hand when we take their
sex ratio among the respondents 8 or 61.5% are analéhe remaining 5 or 38.5% are females.
Which indicates the sex distribution among the oesients are not that much varied.

25



3.2.2. Theamount of the budget which isallocated for the agency

The allocation of the annual budget is depend @namount of the revenue that the fina
bureau is expect to collefor the coming fiscal year and the previous year budgezatibn
capacity of the agencylhe two budget type, the capital and recurrent buddglization alsc
depends on the capacity of the age¢ to execute its budget in time which is exjed to end
before the end of May.

Table 4-The Addis Ababa Mass Media Agency budget allocaiod utilization for the las
three years (2003-2005)

Years Type of budge Total amount| Percentage utilization of tt
of allocated two budget typ
Recurrent Capital budget Recurrer Capital
2003 | 14,322,019.00 21,500,000.00 35,822,019.00 97 76
2004 | 19,015,587.00 29,280,000.00 48,295,587.00 73.6 21.3
2005 | 20,521,454.00 4,200,000.00 | 24,721,454.0®5.90* 65.70*

Source: Addis Ababa finance bureau annual budget appreva
* The amount of the budget utilization is coveryotiie last nine montl

Most of the time almost all sectors in the admnmaitsbn are not aware of the proper utilizat
and even those o are accomplished before the predefined time th#ization is not based c
the required basis which is exposedoss.

Table 5:The amount of the budget which is allocated foraenc

No Type of responses Total | Percentage
1. Yes | know 6 46.2
2. No | don’'t know 6 46.2
3. Those who didn't give answ | 1 7.7
Total respondents 13 100

those who know the amount of
the budget for the fiscal year

. 757%

myes | know

H No ldon't

No answer
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So among the respondents those who are aware btittget amount are only 6 or 46.2% , those
they don not know the amount of the allocated budge again 6 or 46.2% and the rest 1 or
7.7% is not willing to give the his answer. Accarglito the responses gathered almost half of
respondents are well known. But attention shouldgiven for all the employees to get idea

which is relevant concerning the budget.

3.2.3. Thetimethe budget allocation iscarried out

It is a well known fact that the entire budget adibbon through out the country in taking place
before the entrance of the coming fiscal year. fwencerned body of the administration sent
their budget acquisition for the finance bureaurgwear from April to May and the ratification
process is undertaken in June and the approvecebadgfirmation letter is sent to every sector
within the administration during the first week afly. Then the utilization will start after a
month except the monthly salary of the civil setvan

Table 6:- the allocation of the budget

No | Type of responses total percentage
1. Yes 7 58.3
2. No 1 7.7
3. No answer 5 38.46
Total number of respondents 13 100

The time the budget allocation
is carried out

3846

58.
Hyes

H No

No answer

Even though the allocation is taking place likd &ave mentioned most of the employee have
no any idea when the allocation is taking place mndhat circumstances. So to indentify to

what extent the employee is aware of the issue gnttoe respondent according to the table 4
who are willing to fill the questionnaire 7 or 583are well aware of the time the allocation is
taking place, 1 or 7.7% is responds that the afiocas taking place after the coming fiscal year
and the remaining 5 or 38.46% have no any idea \iie@allocation | staking place. From these
respondents | can suggest that the agency hasdoreerned for the information on when and
how the budget is allocated.
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3.2.4. The budget allocation to the budget code

There are a number of budget codes which are wseafious purposes. These budget codes are
well identified and the overall budget is distribdtaccording to the importance of the budget
which is allocated on each code and there are-esadhich are in use through out the city
administration.

Table 7:- Some of the codes which the city admiaigin uses for budget allocation are listed

Code Clarification
6111 Salary of permanent employee
6116 Different kinds of payments of the employee
6121 Per dime
6131 Pension contribution
6211 For the purchase of uniforms
6212 Office supplies
6213 Printing materials expenditure
6217 For fuel consumption
6218 For various office supplies
6219 For different materials
6232 Transport
6254 For insurance payment
6257 For electric consumption
6258 For telecommunication consumption
6313 For the purchase of permanent office supplies

Source: - Addis Ababa Finance bureau

Table8:-The budget allocation according to the budget code

No | Type of responses total percentage
1. Yes | know 3 23.1
2. No | don’t 10 76.9
3. No answer -- --
Total number of respondents 13 100
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The budget allocation according
to the budget code

23.1%

According to table 6 the respondents those who ki@aamount of the budget for each budget
code among 13 total respondents are 3 or 23.1%hanest 10 or 76.9% replied that they do not
know the allocated budget for each budgetary c@te.attention should be given for the

concerned bodies especially for the employees tkenskear that total amount of the budget in
each code in particular and the whole budget iregdras pointed out earlier.

3.2.5. The concerned body that isresponsible to administer the
budget

In any organization there is a concerned body fwheactivity undertaken. So in the Addis
Ababa city administration sectors in particular ghd whole country in general there are a
number of responsible bodies for each activityanhesector. Addis Ababa mass media agency
one of the sectors in the administration has itse@wupportive business process which is
responsible for the preparation and execution @ftitire budget of the agency.

Table 9:-concerned body that is responsible to administer the budget

No | Type of responses total percentage
1. Yes 12 92.3
2. No 1 7.7
3. No answer -- --
Total number of respondents 13 100
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concerned body that is
responsible to administer the
"budget

M yes

H No

To understand the situation that whether the agdrag/its own responsible body for tF
preparation and execution of the budget and hovemployees araware of the isst according
to table 7 off all the respondents 12 or 92.3% of the totapmndents are well known that thi
is a responsible body in the agenhat administers and manages the budget. The @s6 X%
has no any idea whether there is a concerned lwodiid budget or nc

3.2.6. Theamountswhich are allocated for the capital and
recurrent budget

The Addis Ababa city administration finance bureaake the allocation every year for 1
capital and recurrent budget which depends on l@své mentioned on the revenue whicl
expected to collect for the coming year and exeoutiapacity of the capl project and the
recurrent budget of the sectors in the previous."

Table 10:the amounts which are allocated for the capital and recurrent budget

No | Type of responses total percentag
1. Yes 12 92.3
2. No 1 7.7
3. No answer -- --
Total numbef responden 13 100
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90 1 92:3% ounts which are allocated
for the capital and recurrent budget

80 -
70 A
60 -
50 A
40 -
30 A
20 A
10 -+

And there should be clarity on he amount of theuahibudget allocated for the agency. So to

identify whether the employee knows the amountairamong the respondents those who give
their answer that they are aware of the amount2arer 92.3% and the rest 1 or 7.7% has no any
idea otherwise.

3.2.7. The transparency of the budget allocation and expenditure

Clarity which is one of the values which has tofbkowed in each and every sector in the
governmental and non governmental organizationsildhalso be applicable in the agency.
According to research among the respondents 6 d@%l@&nswered its clarity, 4 or 30.8%
responds it lacks clarity and the remaining 3 o%280 not want to give the answer for the
guestion.

Table 11:4ransparency for the budget allocation

No | Type of responses total percentage
1. Yes it has clarity 6 46.2
2. No it does not have clarity 4 30.8
3. No answer 3 23
Total number of respondents 13 100
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transparency of the budget
allocation

23%

Hyes
H No

No answer

According to the analysis efforts has to be madddar the way the budget is allocated and
the expenditure is taking place which assist ferdbcountability and fair use of the resourc
the agency.

3.2.8. Thetransparency of the budget utilization

Budget utilization is the overall execution of tlesources for the benefit of the agency anc
employee as welEvery activity should be taken place under spetifides and regulations
the government and thegency. Tis helps to make sure that the allocated resowgagséec
according to recommended or not. The clarity alsipfil for minimizing the depletion of tr
resources.

Table 12:- The transparenofthe budget utilizatic

No | Type of responses total percentag

1. Good - -

2. Very good 7 53.8

3. Excellent 3 23.1

4 No answer 3 23.1
Total number of responde! 13 100
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B The clarity of the
50 - budget utilizatior
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0 . . . .

very  excellent No
good answer

To understand how exposed the employees for thesesigsnong the respondents 7 or 53
are sure that there excellentclarity in theagency, those who answeredre is very good f
clarity are 3 or 23.1% and the remaining 3 or 23d®not willing to give their answ

3.2.9. Thedelivery of budget utilization report for the concer ned
body

Every sector is responsible to report its oveexecution performance on time basis which 1
be depend on the sector or the party which needeettort The report is mainly containing tw
types one is the activity which is undertaken iacsfeed time and the other is the amount of
budget whichs used during the executic

Table13:- Rport delivered for the concerned body on timelsyid

No | Type of responses total percentag
1. Yes 11 84.6
2. No 1 7.7
3. No answer 1 7.7
Total number of responde 13 100
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Report delivered for the
concerned body on timely basis
.5 7.7
\\ M Yes

H No

No answer

The report is not onlgelivered for the concerned body as | have mentidng for the interne
party or the employee too. So on determining whretthe report is made on timely basis am
the respondents 11 or 84.6% give their answerthieat are aware of the budget repcelivery
time, 1 or 7.7% is answered he/she does not nowhshéhe report is delivered or not and
rest 1 or 7.7% is does not want to give answetlferquestiot

This is an indication that almost all respondemts awvare of the fact that the agers report
delivery fa the concerned boc

3.2.10. Thetimetheddivery of budget utilization report for the
concer ned body

There is a known time frame for the every sectothim city administration on what time ba
they should make the report for the conce body. The time is mostly divided in to fo
throughout the year. These are quarterly, semidiynuaine month, and annually. But

understand and to take measures whether the eneplogeknow the exact time frame that
agency make report among ttespondents whose answer is well known about theedgltime
of the report is on monthly basis are 3 or 23.186sé who answered the report is deliverec
quarterly basis are 5 or 38.5¢1 or 7.7% gave his/hesmnswer that the delivery dais on
semianmally and the remaining 4 or 30.8% do not givertaeswel

Table 14:-The time the delivery of budget utilization ref

No | Type of responses total percentag

1. Monthly 3 23.1

2. Quarterly 5 38.5

3. Semiannually 1 7.7

4, On nine month -- --

5. Annually -- --

6. No answer 4 30.7
Total number of responde! 13 100
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® The time the delivery ¢
budget utilization repao

23.}%

7.7%

Monthly

Quarterly  Semiannually No answer

No matter how strong the overall execution of thsource any institutic should take favorable
measures to improve the degree to which how th@dtud allocated and administered whicl
the basis for accountability. Shere should be a wise use of resouilicesvery sector of the
economy. Because resouricein scarce. Irdue course every sector and every body shoul
accountable for the resource he/she uses. The Akdmiba mass media agency as one of
responsible sector in the city administration, stédéake measures to improve its budget from
allocation, utiliation to administration. To do all these thingsosffis needed from all tr
leadership and from the employee. Among the mesadina should be taken are the age
should clarify the amount of the budget and theyalm@w it is allocated for the employ and for
the concerned bodyrhe other is to use wisely the resource the offidose who are in tf

3.2.11. Theneed for theimprovement of the budget from the

allocation to administration

budget administration have to be well concernedpmntessiona

To identify that how theespondent belief looks like for theimprovemer of the budget
allocation andadministratiol in the agency the respondents those who are intliethe
guestionnaire or all 13 or 100% are answered thatet should be improvement on -

utilization, management and administration of tgerecy budge
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Finally the researcher asked the respondents tbdhere any applicable measure that should be
suggested for the improvement of the budget withénagency. And the respondents gave some
possible suggestion for the improvement:

*
+

+

=

The execution of the procurement should be undentak the provided time

The amount of the budget allocated is so smalmownt and it is not much the demand,
so there may not be that much improvement

Due to the presence of the budget shortage prishibuld be given for those which are
most important for the agency to undertake its duty

There is a problem on allocation of enough budget

The allocation and administration of the budgetusthdoe based on equity among all
business process in the agency

There should be clarity and accountability throughihe utilization of the budget and

make the employee of the agency aware of the fact.
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CHAPTER FOUR

4. SUMMARY,CONCLUSION AND RECOMMENDATION
41. Summary

The Addis Ababa Mass Media agency as other seetbish are accountable for the city
administration, has entertain many problems arignogn planning to execution in various
activities within the agency. One of the main whislalso a problem for others are the budget
administration and management issue. The main @moistarts with preparation and utilization
of the budget according to the priority of the ageand the budget code. This is due to the lack
of understanding what will be done for the comiisgdl year and what is needed for the agency
particularly.

To find out what are the main problems which resuit poor budget management system the
research should be conducted. So this researcthvigiconducted based on the agency main
budgeting and related problems used primary datssaoondary data. The primary data is based
on gquestionnaire which has open and closed ends.tyfiee sample which is selected among
those who are proximate for the budget are filleel questionnaire. The analysis is conducted
based on the responses and find out the main pnsblehich are persist in the agency. The
findings are the poor budgetary utilization; theaa budget allocation mechanism according to
the budget code; the professional incompetencli@toncerned bodies are the major ones.
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4.2. Concluson

In almost all sectors either at federal or regicmad city administration levels the wise use of

resources is a difficult task. To alleviate thesgbfems the government has taken various kinds
of measures to capacitate the concerned offidndset who are working on budget and relative
issues. But such kind of endeavors which is unkertdy the government by itself can not be

the only remedy for the problem.

Of course the utilization and management systeimggoving; still how the budget is wisely
utilized is the main problem which leads to impnopse of the budget especially during the end
of every fiscal year of the country. Which is a Melown fact that and every body agree on the
matter that there is a huge amount of the budgetusei and fraud connecting with the
procurement process which is also a problem of adedility even on the higher officials of the
governing body.

Addis Ababa city administration which has givenatdminister itself by collecting revenue of
various kinds according to the improved chartehai$ various socio-economic problems in the
town which needs urgent attention and priority. édsl the serious problem on the budgetary
issue is solved the city administration could ratédnthe capacity to fulfill the demand of the city
residents on accessible potable water, reducingndising problem, accessible health care and
so forth.

Each and every sector under the city administrasaesponsible for the better utilization of the
allocated budget only for the intended purposeshailild take the accountability in this regards.
Addis Ababa Mass Media agency one among the sedtassprime responsibility not only to
utilize its own budget properly but also as a medisitution it is also responsible to teach other
sector how to use resources as wisely as poshitdagh its mediums.

The various problems regarding the proper utilmatand administration of the agency budget
and the non systematic and unplanned procuremsultsen the shortage of the budget before
the end of the fiscal year and even at the middléhe fiscal year especially on the capital
project which results in requested additional budigen the reserves which indicate how worse
the budget management is in the agency.

To identify the causes and extents of these prableurvey has been undertaken within the
agency different business processes related wehbtidget expenditure planning and budget
allocation as well as utilization. The survey enygld structured questionnaire with open and
close-ended types of questions. The analysis essalpported by secondary data collected from
the agency and finance bureau of the city admatisin.

The budget expenditure planning and budget manageane utilization are unable to solve the
problem which arises by the poor performance ofnia@agement. The MTEF, which is sent by
the finance bureau every year to allocate espgdiadl capital project of the coming fiscal year
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for every sector in the city administration alonan not reduce the problem. This is because of
the fact that no one sectors are properly fills tequired information on the format. This
problem by itself is a cause for the shortage efithdget in the middle of the fiscal year.

The research finding and results have been idedtifseveral problems related to the
implementation of expenditure planning and buddletcation. Among others, the absence of
articulated budget utilization, unplanned procuretmand the budget shortage are basic
problems. In addition, every expenditure planningl dudget utilization is not submitted

properly on time based system to the managememicdauhich held its meeting every week on

Wednesday.

In general, the survey result obtained from respatgland the secondary data depicted that the
recurrent and capital budget allocation is not wethwn specifically and the utilization is based
on arbitrary mechanism. It lacks management guidsl|iand performance to estimate current
and project cost. The level of spending mainly deiees the performance of the activities.
Currently, effective budget expenditure planningslaot support capital budget allocation. This
is due to lack of capacity problems and politicaimenitments for improving budgetary
management systems of the agency.
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4.3. Recommendation

Although some progresses have been achieved ardaeof budgetary expenditure management
compare to the previous years, more remains todme do improve budgetary expenditure
planning and budget management in the agency. Toeegs of budget utilization planning
should be integrated in a meaningful way into tigergy priorities and financial rules and
regulations, planning, and budget management psodesgeneral, the following measures are
recommended as key ingredient to promote effedbiveget utilization, planning and budget
allocation in the agency for the coming fiscal year

a) The improvement of the budget management systethexgenditure planning should be

b)

d)

9)

seen as a part of an integrated strategy of basierof the resources of the agency. This
creates a conducive environment for budget allonatutilization performance and
provides greater transparency, accountability sddfility.

The professional competency of the concerned bddsers the better utilization and
wise use of the resources of the agency for tlended use.

The agency should be transparent on the allocatdddb annually for the agency which
enhances the sense of ownership among the emptoydiee utilization of the overall
resources of the agency.

The proper delivery of the performance based rdpothe concerned body including the
inside stakeholders (employees) enables to creatwlucive environment for the
transparency and accountability of the agency divacavities.

Enhance the budget utilization of the agency byery managed its budget and time
based procurement system which enables to imprevefiiciency and alleviate the

budget deficit which is the cause of lower buddietcation from the finance bureau.

Priority should be given for those which are maospaortant for the agency to undertake
its duty.

To increase the chance of success and credibflityecbudget allocation and utilization e
planning, it should be submitted to management cibtor discussion and approval.
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