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Original Research Article
BUDGET IMPLEMENTATION AND CONTROL REFORMS: TOOL FOR MACRO
ECONOMIC GROWTH IN NIGERIA. (1999-2013).

ABSTRACT
This study reviewed the performance of 1999-201dykts of the federal government of Nigeria
with a view to analyzing the reforms on budget iempéntation and control as a tool for macro-
economic growth in Nigeria. The study employedoest facto descriptive research design. The
respondents comprised of Accountants and Economists are in the federal civil service in
Enugu state. The primary data were collected with did of a structured 5-point likert scale
guestionnaires. Secondary data were generatedjfromals, and other scholarly publications.
Three Hypotheses were formulated and tested insthidy. The questionnaires were distributed
to a sample size of 308 from a population of 138Bg Taro Yamane (1967) formula while
Analysis of Variance (ANOVA) was also employed ¢sttthe hypotheses. The findings showed
that poor project conceptualisation, design or ipilag practices by Ministries, Departments and
Agencies (MDAs) resulted into low resources manag@mRespondents also perceived that
there is no significant reduction in the personametl overhead cost budgets allocated to the
public service. The study concludes that the effeness of Medium Term Revenue Framework
and Medium Term Expenditure Framework can be aeliethrough budget discipline.
Participatory monitoring and assessment of govemmeojects by host community-members
and identifications of opportunities/Challengesmvernment Services are recommended.

Keywords: fiscal policy, budgeting, macro economics, Nigersmonomy, budget
implementation

INTRODUCTION

According to Abdullahi (2007), a government budgst a political and administrative
instruments by which the executive and legislabedies endeavour to allocate scarce resources
among the various organs of government eitheraaé dévels or federal level. It is basically a
tool for selecting a particular mix of public andvate goods and services. In the public sector,
budget performs the same allocative functions tihatprice mechanism performs in the private
sector. The budgetary reforms objectives of theradgovernment of Nigeria adopted in 1999
was aimed at reducing the excessive share of tigdbuneing allocated to the public service by
way of personnel and overhead costs (estimatedeatG®%), reducing the cost of governance in
general, improving resource management by curtpibasteful expenditure and increasing the
level of productivity and efficiency through budgdiscipline. Paradoxically, the government
expenditure has lost its objective as it becomersrmoncerned with recurrent expenditure and
less concerned with capital expenditure. (Ige, 200fhe habits of contractors making
remobilization claims before reviving abandoned jguts also contributed to high cost of
governance in Nigeria. The result of this was thage sums of money were released and the
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economy overheated with cheap money resulting ok laf any real progress in project
implementation. (Aku, 2009). In terms of ensuringlfet discipline in Nigeria, public officers in
Ministries and extra ministerial departments ard t@ imbibe the culture of incurring
expenditures only for essential purposes, in otdecontrol costs. Public officers instead see
government resources (money) as a “national cgkdsubakar, 1999). According to Ochonma,
(2009) budget failure is not new in Nigeria. It nahbe blamed on the global economic crisis
experienced in 2008-2009. The reason may be tleaétkcutives both at the federal and state
levels have often diverted public funds into thearsonal foreign and local banks accounts.
Hence not matching budget execution with budgetipians.

A budget is also a tool for management directiod eontrol of the work which an agency or
department plans to do. A budget has four chaiatitsy; equilibrium, comprehensive, unity,
periodicity(Abdullahi, 2007). In Nigeria, budget phementation has been a major issue of
concern. Issue of poor implementation has con&daimchievement of most spelt-out
development goals and objectives. This are mameiflesh many abandoned development
projects. Poor implementation has also made exatatweak link in the budget process. In past
decade, for instance, the rate of capital budgptamentation has varied widely as follows:

2002 — 2003: 50%.

2004 - 2005: average of 92%.

2008: 43% as at November"3@badan, (2008).

According to Aganga (2010), Challenges to the falplementation of the annual Federal
Government Budget has been of major concern té-&ueral Government in recent years. This
necessitated the Government implementing sevetaligm aimed at improving on its revenue
generation and collection, and spending effectigenand efficiencies. In this regard, the
Government through the Federal Ministry of FinaBcelget Office of the Federation has been
engaging key stakeholders to workout optimal budgetementation strategies. These included
engagements through Workshops (including “Stremgtigdoudget implementatiofor enhanced
project execution& service delivery”; and “Enhancing Internally Gerteth Revenue (IGR)
generation, collection & remittance system in tbdefral public service”. The main objective of
this study is to analyze the key objectives oflthdget implementation and control reforms as a
tool for Macro economic growth in Nigeria. The sifiecbjectives are to find out the extent to
which personnel and overhead cost budgets allodatéite public service has been reduced; to
identify the effects of improved resource managdrntaough curtailing of wasteful expenditure
and ascertain the level of productivity and effir@g increase through budget discipline. This
study will help to increase knowledge of the litera that focuses on budget implementation and
control reforms. In the light of growing importaneéd ensuring that budgetary provisions
matches with the outcomes, this study will provedene useful information for all the tiers of
government and non-governmental organizations wlakemuse of budget in Nigeria. The
outcome of the formulated hypotheses and dataatetlehrough primary and secondary sources
will provide managerial information to both policmakers in the private sectors and



82
83
84

85

86
87
88
89
90
91
92
93
94
95
96

97
98
99
100

101
102
103
104
105
106

107

108
109
110
111
112
113
114
115
116

organizations in the international scene. Besidewiill serve as a reference to researchers,
academics, and students in the management of Sotesices.

BUDGET REFORM OBJECTIVES

The role of budget in an economy cannot be overasipbd. A budget is an important
instrument of national resource mobilization, adttan and economic management. It is an
economic instrument for facilitating and realizithge vision of the government in a given fiscal
year. If a national budget is to serve as an e¥fecinstrument for promoting growth and
development of a country, there should be prop#atje and management of all the stages of
budgeting. A budget has to be well-designed, dffelst and efficiently implemented, adequately
monitored and its performance well evaluated. Withard to Nigeria’'s budgets over the years,
there is a sharp contrast as expected, betweeretagginder military regimes and budgeting
under civilian administration. Whereas the formersvad hoc and beclouded with arbitrariness,
the latter is often subjected to scrutiny at vasistages by the executive and legislative arms of
government before the budget is finally approveadidget Office of the federation, 2005).

In Nigeria, the reform of the budget process wasagor plank of the Public Service Reform
(PSR) embarked upon since the inception of civiidministration in 1999. Prior to this time the
country was under military rule during which thedget process was thrown into total disarray
with some noticeable defects. Thus, the objectbfeébe budgetary reforms were to:

. reduce the excessive share of the budget beingaédid to the public service by way of
personnel and overhead costs (estimated at ove), 60%

. reduce the cost of governance in general,

. improve resource management by curtailing wastpenditure and increasing the level
of productivity and efficiency, and

. ensure budget discipline (adherence to limits) ddg Office of the Federation, 2005).

This paper seek to provide answers to the follovgugstions

To what extent has personnel and overhead costelsidgllocated to the public service being
reduced?

To what extent has there been improvement in resoamranagement through curtailing of
wasteful expenditure?

To what extent has the level of productivity anficegncy increased through budget discipline?

It is important to note that the budgetary proceduat different levels of government in Nigeria
involves: Budget Formulation, Legislative Authotiba, Executive Approval, Budget
Implementation, Budget Control, and Budget Revigwdullahi, 2007).
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Nzewi (2009), approached the issue of differenaesbudget provisions and development
outcomes by assessing the variances in the budfigsvernments to determine whether the
budget variance can be said to be within normalt.litdis Findings showed that there was
significant difference between the observed vamanand the expected variances. Another
findings of the study was that government budgets regarded primarily as a means of
obtaining authorization from the legislature to m@overnment funds and not necessarily as
targets to be met. The implication of these findiraccording to Nzewi (2009), was that
government budget cannot serve as an effectiveumsint for evaluation of performance neither
can it serve as an effective instrument for meagueifficiency. It recommended as part of the
rebranding project, changing the mind set of abisthinvolved in budget preparation, approval
and execution, to perceive government budget asiromehich significant deviation from set
targets will not be tolerated. Ubaka (2011), caroet a similar study on public sector budgeting
to determine its impacts on some selected macroesoiz indicators. Among the findings of the
study was that national budgets vary significafitbyn actual finances meaning that government
did not tailor her expenditure in line with apprdvieudget. While agreeing that budget should
serve as a tool for planning, accountability andtem of government finances, Augusto (2005),
observed that over the years various governmeng mat utilized the annual budget for the
designated purposes because, the budget wereisticeamhd lacking in financial discipline. The
budgets also demonstrated short term outlook fegegunent spending and no value for money.
Furthermore the budgets were characterized by weaktoring low accountability and lack of
transparency, and there were no political buy-iorfires. This necessitated a break from the old
practice and the enthronement of a new system ms$igo develop a more consistent and
realistic budgeting framework, that all set goveemtnspending at a spending from need to
availability (Augusto, 2005). Dangin (2007), idd=ttl the objectives of the reform in public
financial management to include maintenance ofafistiscipline, promotion of effective
allocation, improvement in efficiency in the praeis of services and development of a sound
financial management capacity. He suggested impnewn¢ in budget and budgetary process to
maintain momentum in the budget reforms, encoutlaggassage of legislation to support stable
budgeting and adequate consultation during budgepagoation. He stressed the need for a
workable balance between the role of the execuaivé the legislature and to provide for an
active debate on strategic budget priorities anddseahead of detailed budget estimate
preparation. Another suggestion was that governnedioirts should be channelled towards
raising the efficiency of budgeting, improving tsparency in actual government expenditure
and capacity building within the budget system (@an2007). Horngren et al, (2008) pointed
out that the result of a survey carried out in Im@ktnerica shows that most managers still agree
that budgeting, correctly used has significantljueao management. Empirical evidence on the
evaluation of budget implementation and controlom@fs objectives as a tool for macro-
economic growth in Nigeria has been scanty. Thgsigdhe literature is the focus of this study.

1999 BUDGET IMPLEMENTATION AND CONTROL APPRAISAL
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The presentation is tabulated

to facilitate reading

and

Objective Result Impact on the economy :
society
(1) To expand revenue base pbyhere is no evidence thafhe economy and society ha

exploring new sources anything  substantial  wascontinued to rely on a single
achieved sector- the oil sector for revenue
(i) To improve internal There were reports about aimternal security remained a bjg
security improvement in the provisionchallenge by the close of the
of operational equipment tobudget year.
some of the security agencies,
especially the police. But it is
difficult to say that internal
security was  substantially
improved
(i) Privatization of state: Substantial progress was mag®@rivatization of state- owned
owned enterprises Most steps outlined were takenenterprises where hijacked by
some disgruntled politicians and
the impact was partly achieved.
(iv) To enhance efforts inWe have no evidence thaMainly falling output rising
capacity building and anything positive wasunemployment and increased
utilization achieved. An assessment by thexternal dependence. A review py
government indicates a declinghe government as summarized| in
in capacity utilization. Budget 2000, confirms these
effects.
(v) To reduce level ofThe researcher did not get annemployment  remained a
unemployment reliable data to assess this bgerious problem in the society by
the government itself admittedhe end of the budget year.
that unemployment was rising
(vi) To improve the purchasingThere were pay increasé@here were still serious problem
power of the citizenry particularly in the public sectof,in the society by the end of the

But given the

small size of public sectg
workers in the population, W

budget year.

D =




doubt if the pay increases in t
sector amounted to a gene

ral

improvement in purchasing
power.
(vi) To sustain single digit This was not achieved.Even though the desired sing

inflation rate

Inflation rose to over 10.5%

digit inflation rate was

at about 10.5%.

not
achieved, it remained fairly stable

e

(x) To achieve at least 3.0
overall growth rate of the GD¥

valhis  was not  achieve
Pinformation available indicate
a growth rate of less than 2.09

sgrowing  unemployment
gooverty in the society

dThis must be a factor in the
and

(x) To maintain appropriat
fiscal, monetary and exchan
rate policies in order to achie
macro economic stability.

eSeveral of the action whic
jelefined the  “appropriate]
@olicies were taken bl
macroeconomic stability wa
not achieved. In the case of t
exchange rate, the depreciati

hThe expected stability was n
"achieved. For instance
itoverview preparatory to Budg
2000, the government stated
hiollows. “On assumption

oofficer this Administration Foun

of

in its

et
as

)

that some of the economic
measures of the immediate past
exacerbated the instability which
had plagued the economy for quite
sometime”. And instability wa
still evident

of the Naira continued.

UJ

by the close of the year.

158  Source: AKPAKPAN (2000), Publication of the CBN (V24 No. 2 April June 2000).
159 2000 BUDGET IMPLEMENTATION AND CONTROL APPRAISAL
160
161  Selected indicators of macroeconomic performan@9®01 (in percentage unless otherwise
162  indicated)
Indicator 1999 (%) 2000(%)
Real GDP Growth Rate 2.7 2.8
Growth Rate of Per Capital Income (0.1) 0.1
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Growth Rate of Agriculture valued Added 3.7 3.3
Growth Rate of industrial value Added (1.4) (0.8)
Capital Utilization 32.0 30.0
Unemployment 3.3 4.0
Inflation Rate 7.6 5.4
Growth Rate of Narrow Money (M1) 40.6 42.4
Growth Rate Of Broad Money (M2) 324 38.3
External Reserves (Us $ billion) 5.4 8.78
Balance of payments (% of GDP) (3.1) -
Average AFEM/IFEM exchange

Rate &NS) 94.83 102.02
External Debt stock (Us& billion) 28.04 28.60

Sources(1)CBN Annual Report and statement of Accounts 1988;raonetary credit, foreign
Trade and exchange policy guideline 1998-2000 aedaderal Budget 1998- 2000.

In table above, the real Sector, the growth ratthefeconomy was more or less stunted in the
year 2000. The real GDP grew at the rate of 2.8%wvas not significantly different from the
growth rate in the previous year. Similarly, indigdtcapacity utilization and the growth rate of
agricultural value-added were not significantlyfeliént from the levels attained in 1998 and
1999. Industrial value-added has been decliningesitf97, the decline in the year 2000 being
0.8% (Taiwo, 2001). The poverty Alleviation prognae (PAP) was launched in the year 2000
to address the problem of high incidence of povertthe country. This programme was geared
towards Socio-economic empowerment of the peomeioSeconomic empowerment was to be
achieved through programme targeting and direatipian of employment opportunities.
However, in spite of the PAP, it is generally ackiexge that there has been no significant
reduction in the incidence of poverty in Nigeria.

2001 BUDGET IMPLEMENTATION AND CONTROL APPRAISAL

According to lyoha, 2002, Total Federally colletgilbevenue for 2001 budget was estimated at
N2.126 billion which was N441,500 million or 26.2Btgher than the estimate for year 2000.
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The increase in revenue was expected from the emtos which was expected to yield
N1,673,200.0 million, compared with N1,339,400.0liom in the year 2000. The projections are
based on reference price of $22 per barrel andeocoil¢production of 2.4112 million barrels per
day.

2002 BUDGET IMPLEMENTATION AND CONTROL APPRAISAL

According to Sanusi, 2002, a relatively stable mmaconomic environment was maintained in
the 2002 fiscal year compared to 2001. Specific#lly inflation rate decelerated from 18.9% in
December 2001 to 13.6% in October, 2002 and waggsa to moderate further by end of
2002. The improved inflation performance reflectieel impact of tight monetary policy and the
moderating effect of good agricultural harvestsfood prices. However, the targets of single-
digit inflation rate was not achieved, due to tlitect of expansionary fiscal operations of all
tiers of government as well as the constraints sedoby structural factors on output growth.
The fiscal operations of the Federal Governmerd alowed some improvements. Provisional
data on federal government operations indicated itnahe first ten months of 2002, the
cumulative retained revenue of the Federal Govemiramounted to N665.7 billion, including
proceeds of the draw down of external reservesgssxcrude account and recovered looted funds
(which the CBN classifies as financing items), esgnting a shortfall of 23.6% below the
proportionate budget estimate for the period. Thatfall is traced to lower receipts from oil and
non-oil sources.

2003 BUDGET IMPLEMENTATION AND CONTROL APPRAISAL

According to Sanusi, 2004, the overall performanéethe economy in 2003 was mixed.
Available data from the Federal Office of Statist{EOS) revealed that the economy showed a
steady growth performance during the year. Thegesds domestic product (GDP), measured at
1990 constant prices, grew by an impressive 10@¥hpared with the 3.5% achieved in 2002.
Both the oil ad non-oil sectors contributed to ihgproved performance. Specifically, oil
production, including condensates grew 23.9% dveidvel a year earlier, while aggregate non-
oil output rose by 4.5%.

The agricultural sector contributed substantiatiytihe growth in non-oil GDP. Influenced by
improved capacity utilization and policy environmeiiie manufacturing sector also recorded a
modest recovery.

2005 BUDGET IMPLEMENTATION AND CONTROL APPRAISAL

According to Obasanjo, 2006, the total projectedeneie for 2005 was N1.6 trillion (this
included N165 billion from the “Excess Crude” acobwand N100 billion from independent
revenue).

In the course of the 2005 fiscal year, revenuegetans had to be revised downwards because
of the situation in the Niger Delta. Total actuavenues in 2005 was therefore only about N1.4
trillion. 7 Against the actual revenues of N1.4lith in 2005, the 2005 Appropriation Act
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authorized aggregate spending of N1.8 trillionyespnting a growth of 38%. This was made up

of statutory transfers of N90 billion, debt serviceN356 billion and MDA spending of N1.4
trillion representing a growth of 52%. The MDA sparg comprised Recurrent (Non-Debt)
Expenditure of N737 billion and Capital ExpenditofeN617 billion respectively.

2005-2008 BUDGETSIMPLEMENTATION AND CONTROL APPRAISAL
According to Obadan 2008, capital budget implemtentan terms of the proportion of funds

released that was utilized showed declining peréorce 88.1% in 2005, 96.5% in 2006, 67.8%

in 2007 and 43.9% in 2008.

Chart: Proportion of funds released that was algtudilized (2005-2008).

120.00%

funds utilized in (percent)

100.00%

80.00% -

60.00% -

B Series 1

40.00% -

20.00% -

0.00% -

2005 2006 2007 2008
Source: 2008 Federal capital Budget implement&gieport.
Table: Funds utilization in relation to capital Byeds of MDAs
2006 2007 2008

Total deviation of Funds utilization from25,680.9 -173,384 -455,714.6
Budget (N million)
Average variance between funds utilization arbl97.2 -3,853.0 -13,403.4
budget (N million)
No. of MDAs that utilized their budget fully (N 8 0 0
million)
No. of MDAs that utilized a proportion of their 35 34 34
budgets (N million)
No of MDAs that utilized more funds than their 0 11 0
budget (N million
Funds utilization as a proportion of total budge®5.4 74.9 41.6
(overall performance.)




229 Source: 2008 Federal capital Budget implementdieport.
230 Chart: MDAs fund utilization in Relation to Cagitaudget (%) for 2006-2008
120.00%
100.00%
80.00% -
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0.00% -
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231
232 Source: 2008 Federal capital Budget implementdtieport
233  The overall funds utilization rate in 2008 at 41.8¥mnuch lower compared to the corresponding
234  figures for 2006 and 2007.
235 2009 BUDGET IMPLEMENTATION AND CONTROL APPRAISAL
236 A sample MDA'’s Capital Budget Utilization ReportaisDec 2009 (in N million).
MDA First Second Payment | Total Total Total Cash | %
Quarter | Quarter through | Releases cash utilized utilizati
Release Release AlEs backed on
Police 2,801.43 - - 2,801.43 2801.43 431.55 15.4(
For mation %
and
commands
Power 28,324.81 | 15,502.48 - 43,827.35 43,827.3% 5,778.5713.18%
ansport 1,539.85 16,060.20, 13,805.231,405.33 31,405.33 8,724.73 27.78
8




%

Health 13,633.45 | 4,577.39 18,210.84 18,155.91 4,727.38 6.042%
Agric & |26,887.32 | 19,799.70 46,687.02 46,560.4] 27,475.659.01%
Water
Resour ces
Education | 12,622.07 | 3,511.90 16,133.97 16,118.7C 6,580.51 0.83%%0
FCTA 3178.63 29,046.37 32,225.00 32,225.0¢ 22,832.970.85%%6
Works 29,128.87 | 101,355.1 130,484.06 | 130,484.06] 49,265.04 37.76
9
237  Total average utilization by all MDA'’s 24.92%. Source: Tlitce of
238  Accountant General of the Federation & Budget @ffaf the Federation( 2010).
239  As at end of the last quarter of 2009, the fed@&aVvernment’s external debt stock reduced by
240 2.5% to US $3,627.5 million from US $ 3,720.36 ioill as at 31. December 2008. The domestic
241  debt stock, however, increased by 7.21% from N2324illion as at end of 2008 to N2,487.83
242  billion as at March 2009. The actual debt serviagnpents for domestic debt and external debt at
243  the end of the first quarter stood at N119.2 hillaand US $93.05 million respectively.
244  Capital budget implementation averaged 20.68% @nfitst quarter (ie N33.26 billion out of
245 N160.84 billion cash backed by the office of thecdwntant- General). This was in spite of the
246  early release of the quarter capital warrants fogoing projects. Only four of the 45 MDAs
247  reviewed utilized over 50% of the fund provided fbeir ongoing capital project. The federal
248  and inter-Governmental Affairs had utilization sataf 71.68% and 64.19% respectively. While
249  about 73% of the MDAs utilized below 20.68%. Twefdy 45%) of the MDAs failed to utilize
250 any portion of the funds.
251 2010 BUDGET IMPLEMENTATION AND CONTROL APPRAISAL
252 The 2010 Budgets were designed to stimulate theagoy in view of the negative effects of the
253  global economic crisis. The increased spendingaguti the 2010 Budgets is in line with what
254 governments in other countries are doing to ameothe effects of the crisis and set their
255 economies on a path of recovery. The Budgets wessgded such that the allocation of
256  resources to priority sectors, particularly criticafrastructure, would provide the enabling
257  environment for the acceleration of sustainableneoac growth and development, driven by the
258  private sector(Budget Office of the Federation, DOIWWith the objective of achieving the
259 government’s developmental goals, the 2010 budgmisked on the implementation of projects/
260 programmes that would help achieve the desirecbmatieconomic recovery. In this respect,
261  about 90% of the total capital expenditure in tB&® Appropriation Act were allocated to the
262 government’s priority sectors which include critigafrastructure development; human capital
263 development, land Reform & food Security etc.
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Chart: Capital Budget Allocation under the 2010 Aggpiation Act.

B Capital Infrastructure 42%

M Security 16%

m Land Reform & Food security
8%

MW Others 15%

B Human Capital Development
12%

m Niger Delta 7%

Source: Budget office of the federation, (2011).

While the full implementation of the capital budgdbng these lines was expected, recent
reviews of MDA'’s capital project’'s implementatiorccarding to Office of the Accountant
General of the federation in 2011, revealed pogil@émentation of capital projects/programmes
due largely to weak project conceptualization, iogstplanning and project management. That is
in spite of the government’s efforts at removingtlemecks in the procurement process and
finding of critical projects through activities edhe cash management committee (Office of
Budget of the federation, 2011). According to Géfmf the Accountant General of the federation
OAGF, only N642.47 billion (or 70.42%) of the casheked amount had been utilized by MDAs
as at 31 Dec, 2010. When compared against the total redefisethe period rather than the
cash-backed amount. The percentage utilizationdatéines to 66.4%. The implementation of
the capital budget in 2010 was extended t8 Btarch, 2011 in order to improve the outcome
utilization. Office of the Accountant General Of the Federati&nBudget Office of the
federation (2011).

2011 BUDGET IMPLEMENTATION AND CONTROL APPRAISAL

Following the government’s fiscal stimulus prograesmf 2009 and 2010, the 2011 budget, in
consideration of developments in the global econofogused mainly on fiscal consolidation
and improving the efficiency and quality of govermmh spending. The MDAS’ capital projects
implementation of capital projects revealed sonpséda. This was because 2011 was a transition
year; characterised with the inauguration of a wabinet; and delays in the amendment to the
2011 budget which was concluded only at end of 2@i/1. Budget office of the federation,
(2012).
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As at 3¢" June, 2011 an aggregate of N227.81 billion hach eleased through first quarter
Development Capital warrant of N111.0 billion, ficuarter Augmentation Warrant of N100.0
billion and Authority to incur Expenditure (AIEsY 8119.69 billion for the implementation of
MDAs’ capital projects/ programmes as containedthe 2011 Appropriation Act. Of this
amount, a total of N196.69 billion (or 86.34%) bkttotal of releases had been cash backed.
Only N128.72 billion (or 65.44%) of the total amowash-backed had been utilized by MDAs
as at 38 June, 2011.

2012 BUDGET IMPLEMENTATION AND CONTROL APPRAISAL

The 2012 Budget was crafted with a theme - fisaalsolidation and inclusive growth. To
achieve this goal, the Budget was founded on foller® — macroeconomic stability, structural
reforms, strengthening governance and instituticgasg investing in priorities. As such,
Government sought to improve on its revenue catliast while scaling up spending to the
priority sectors in order to ensure the completodrkey ongoing and some flagship projects
within the medium-term. A focal point was on en@ging domestic enterprise to thrive,
improving on the business climate and so, encoucagéal inflows while creating jobs. Okogu,
(2012). Data from the Office of the Accountant Gaheof the Federation (OAGF) on the
implementation of the 2012 Budget showed that al tot N1,257.87 billion was received into
the Federation Account in the first quarter indiogita shortfall of N304.11 billion (or 19.47%)
when compared to the quarterly projection of N1,981billion. This largely contributed to the
shortfall in receipts from Federation Account toduthe Federal budget by N206.65 billion (or
23.21%). A quarterly estimate of N890.25 billion smarojected to fund the Budget but only
N683.61 billion was realized in the first quartelr the year. This shortfall made the full
implementation of the budget in the first quartéficult and challenging.

On the expenditure side, the Budget Office, in limgh extant financial regulations, made
releases of recurrent and capital votes in the @sarter prior to the signing of the 2012
Appropriation Act in April, 2012. The implementati@f the Budget in the first quarter suffered
from the extension of the period for implementatodrthe 2011 capital expenditure to 31 March
2012 and the late passage of the 2012 Budget. Thet®s meant that MDAs focused on the
implementation of their 2011 ongoing capital prége@nd programmes in the quarter while their
procurement processes continued towards implengenhbiair projects in the proposed 2012
Budget. Against this backdrop, utilization of thepital budget releases effectively commenced
in April when the 2012 Budget was signed into |Budget office of the federation, (2012).

A total of N4,877.21 billion was appropriated forkpenditure in 2012. Of this amount,
N4,697.21 billion was for the regular budget for120while N180 billion was for the
implementation of social safety net and specifitaistructure projects and programmes under
the Subsidy Reinvestment and Empowerment Progra(@O&E-P). The regular budget for
2012 was made up of N2, 425.05 billion (or 49.72%) recurrent (non-debt) expenditure,
N559.58 billion (or 11.47%) for recurrent (debt \sees) expenditure, N372.59 billion (or
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7.64%) for Statutory Transfers, and N1,339.99 dnilli(or 27.47%) for Capital expenditure.
Budget office of the federation, (2012).

2013 BUDGET IMPLEMENTATION AND CONTROL APPRAISAL

The 2013 Budget which was designed with the thefiecdl consolidation with inclusive
growth” builds on the 2012 budget which was anctiame four main pillars of macroeconomic
stability, structural reforms, governance and tofbbns and investing in priority sectors.

Data from the office of the Accountant Generalld tederation (OAGF), showed that a net sum
of N1,395.07 billion was available for sharing argdhe three tiers of government in the first
quarter of 2013. This implied a shortfall of N49® illion (or 26.22%) in the first quarter. The
sum of N826.74 billion, including revenue from atls®urces was received to fund the federal
budget in first quarter of 2013 thereby represgntinshortfall of N198.32 billion (or 19.32%).
This significantly affected the smooth take-offtbé implementation of the 2013 budget in the
first quarter. A total of N5,260.74 billion was appriated for expenditure in 2013. Of this
amount, N4,987.24 billion was for the regular budge 2013 while N273.5 billion was for the
implementation of social safety net and specifitaistructure projects and programmes under
the subsidy Reinvestment and Empowerment prograff8hHRE-P). The regular budget for
2013 was made up of N2,386.03 bhillion (or 47.84%i) fecurrent (non-debt) expenditure,
N591.76 billion( or 11.87%) for recurrent (debt \8ees) expenditure, N387.98 billion (or
7.78%) for statutory transfers and N1,621.48billjon32.51%) for capital expenditure.

KEY AREASOF WEAKNESSESIN THE BUDGET PROCESS

Olomola (2009), identified the following as eighéyk areas of weakness in the budgetary
process:

Exacerbation Of Service Delivery Problems

Inadequate and unpredictable budgetary flows dmutei significantly to service delivery

problems. The problems range from difficulties iming and keeping qualified personnel to
difficulties in securing procurement contracts. Thest debilitating effects are inability to meet
demand for services contract payment arrears angk vearears. Bottlenecks in budgetary
resource flow also lead to de-motivation and lowaf® (when salaries are delayed), fueling of
corrupt tendencies, recourse by line ministries btmrowing at exorbitant interest rates,
abandonment of projects and inadequate suppoitesrv

Leakage Of Resources

Government operations are less susceptible to piiwruand abuse when they are predictable,
transparent and accountable. Budget implementaiaften flawed by lack of strategic policy
coordination leading to ad hoc and non-transpasajustments during budget execution.
Unclear appropriations and unreliable disbursemergiate weaknesses in the system that public
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managers can exploit. There is a distinct possiititiat considerable amount of resources would
be leaked during budget execution. This is expetdtie absence of full budget coverage and
control where substantial resources are proneviersion into off-budget accounts that typically
lack oversight and transparency. Resource leakemede attributed to weak sanctions against
corruption and weak internal and external audipregtices.

Worsening Of Banking Operations

Government is a key spender in the economy anddtwities have major effects on the
operations of banks. Delays at various stages ebtitget process can affect the activities of
banks. Basically, since a lot of the activitiedhahks are transaction-based such delays result in
low income during the waiting period. Specificalbffects of delays and inadequacies in the
federal budget process on the banking sector anéfestin five main areas.

= Planning. Delays affect the planning of the pat@frbank lending to various sectors of the
economy. Usually, such delays are associated witbertainties in policy direction
prompting the banks to wait almost endlessly fergbvernment to finalize its own budget.
= High Incidence of Non-Performing Loans. Budgetamlagls including delays in the
payment of contractor arrears invariably causeydela banking transactions which may
have adverse consequences on the performance afféiagéed banks. Over the years, it has
been common experience that government owes ctortsavho usually would have taken
loans to execute projects. This has fuelled thdér higsidence of non-performing loans.
Usually banks fund many large-scale contractors tiegpend on government patronage.
Thus, any delay in payment affects the loan padfof the banks leading to provisioning
for doubtful debts.
= Deposit Mobilization. Delays in budget approvaldda delays in the release of government
funds and thereby lowers deposits. Banks that depangovernment deposits are usually
adversely affected.
= Excess Liquidity. With delays and unsystematic lmidg flows, fund releases become
lumpy which then leads to excess liquidity in tlaking system. The mopping up of excess
liquidity by the CBN has different impacts on tharious categories of banks. In general,
bunching of fund releases has a negative impatgoidity in the banking system.
= Lending. Inadequate and delayed release of fundsthky government also leads to
contraction in lending by banks.
Sometimes banks are hesitant to lend because ohttertainty about loan servicing i.e whether
the money will be paid. If budgets are releasetyéhen government can honour its obligations
on a timely basis. In particular, banks shy awaymfrlending to government as it requires
provisioning and that is why banks sometimes ir@isbbtaining Irrevocable Standing Payments
Order (ISPO).
By and large, late approval and release of budgletss down economic activity including
planning as everything is tied to the budget. Aanahallenge for the banking sector is the
building of necessary confidence and trust in tbeta so that in the absence of government
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funds, the bank can continue to perform its majorctions. Olomola (2009).
Weaknesses Of The Budget Preparation Stage

In spite of increasing attempts to modernize ameingthen the preparation of the budget, the
process continues to exhibit considerable weakse3$e following are the most important.

(i) Improper articulation of the motives of constion: The pre-budget consultations are
currently designed to give an impression that tleetmgs are supposed to provide opportunities
where emerging ideas will be presented “only fa thformation of the audience”. The pre-
budget consultations tend to forgéaé accomplirather than seek alternative views. There seems
to be a growing tendency to reject alternative giewt necessarily because the quality is poor
but simply because they are contrary. There istteangt to carefully scrutinize the motive for
such views and the potential benefits.

(i) Limited coverage of relevant issues: The issudten presented to participants in the
consultations are those on which the authoritiese ledready made up their mind. Sometimes,
the basic and often controversial issues which ptayhe resolved during such consultations are
not even presented for debate. Invariably, someinputs derived from the consultations are
never considered for incorporation into the budget.

(ii) Dwindling enthusiasm of participants: In thght of the foregoing, some participants tend to
be discouraged from serious participation in prdgat consultations since in their own view it
amounts to sheer dissipation of energy.

(iv) Inauspicious Timing: The timing of pre-budgeinsultations is rather inauspicious.

When inputs are invited, the time allowed for thbraission is rather limited. The issue of poor
timing at the preparation stage is flawed admiatstely and legally. Once there is a delay at
this stage, there will also be delays in the ostteges and the effects on the economy can be very
deleterious. The absence of a legal prescriptiospetific time schedule for budget preparation
is a major lapse. Indeed, untimeliness of budgepamation is becoming an incurable pattern in
the budget process and the government has not st@acommitment to unravel the root cause
and break the jinx. Instead of taking the bull bg torn, there seems to be an unending buck
passing between the executive and the legislasite avhich particular arm of government is
responsible for causing delays.

Delay In Budget Approval

It is expected that budget screening and appravalgss should involve adequate consultations
with both the public and the private institutiofi$at is, there should be wider consultations
involving the executives, the legislatures andgeeeral public. Typically, public institutions are
consulted in terms of budget screening and appro@ahsultations with other stakeholders such
as OPS, NGOs, CSOs and the development partnersteegone at a limited scale. Moreover,
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the legislators are not legally bound to begin aodclude the budget screening and approval
process at a particular time and this is a majaseaf delay. Other causes include

() undue reliance on the budget process as an ingttufoe settling political squabbles
between executive and legislature,

(i) the tendency to impose extra-budgetary conditionthe budget approval process, poor
implementation of previous budgets,

(i)  inadequate monitoring of previous budgets,
(iv)  low level of priority given to budget debates bgitdators and
(v) confusion and inexperience on the part of someslagirs.

The usual complaint of the legislature is that thecutive presents the budget late to the
National Assembly for approval. Given the conspiaidack of cooperative federalism in the
polity, the complaints often precipitate the urgetloe part of the legislature to take its own time
i.e. to screen and approve the budget at its owr.gaf course this is possible since there is no
law to dictate the pace. Invariably, approval sodkte; leading to late implementation and late
preparation of the next budget and the viciousecgdntinues. This has been the situation from
2000 to 2005. There is no year since 2000 thabtliget was approved earlier than April. The
situation has been deteriorating yearly and in 2@@proval was in June. For the 2006 budget,
pre-budget consultations commenced in August whilbmission to the Federal Executive
Council took place during theé'®week of October 2005. The budget was finally appdoon
February 2, 2006. The situation improved somewhat thereféeause the 2007 budget was
finalized by December 2006. By 2008, the systemdmdsriorated again. The 2008 which went
for the approval of the National Assembly during tast quarter of 2007 was not finalized until
mid-April 2008 when it received the assent of thesklent. The delay had arisen from
misunderstandings, acrimonies and political integthat characterized the budget process.

Weakness In Budget Auditing

The authority has attempted to acknowledge the itapoe of auditing in the budget process in

order to ensure efficiency and effectiveness obusse use in the economy as a whole.
However, the needed infrastructures have not beémpplace and relevant modalities are not
well understood and strictly complied with. The &uéports are published (although not on

time) and easily available to some extent. AlthoagHit results are circulated and discussed in
the National Assembly, the discussions are typraadit result-oriented. Apparently, discussions

are held only as a matter of routine. Usually tlecuksions are not timely conducted and
whenever they come up, the time allotted is oftersg)y inadequate.

Both the financial and performance audits geneetemmendations that are implemented most
of the time. The government has recognized the rtapoe of auditing in ensuring that

disbursements of public expenditures are strigtlyine with budget requirements. In the same
vein, of recent, government has started to enso@¢ good governance, transparency and
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accountability reign supreme in the allocationloé tesources toward fulfilment of the nation's
goals and needs. Given this, a number of instibgti infrastructures and programs (i.e. Due
Process, EFCC, ICPC, etc.) that can lead to goedrgance, transparency and accountability
have been established. However, much still nezdi® tdone especially in the areas of financial
and performance audit, duration in completing ateliorts, publication and implementation of
audit reports and the role of legislature in auditi Olomola (2009). By and large, the
predominant mechanism for publicizing financial @aats and audit is regular internal auditing
sent to the Ministry of Finance. Usually, interaaldits often lack the rudiments of independence
and credibility. Strengthening public oversight time form evaluative user surveys by civil
society groups and removing external audits fromdkclusive domination of the executive is
desirable. The strengthening of parliamentary amaip oversight with public dissemination of
audit findings and scrutiny by Public Account Cortiees would sow the seed of transformation
from a command and control orientation to one ofise delivery and accountability.

Weak Budget Monitoring And Evaluation

Accountability rests largely on the effectivenedssanctions and the capacity of existing
institutional machinery to monitor the actions, ideams and private interest of public officials.
Sanctions and budget monitoring framework are vergk in the country. Although, Monitoring
and Evaluation (M and E) is given importance asaaagement tool, it is not widespread across
ministries. Most M and E operations ar@ hocand counterproductive. The M and E activities
are weakened by lack of adequate skilled persorpwy staff remuneration, lack of field
vehicles for monitoring as well as lack of apprafei tools and monitoring indicators. The
independence of the audit and evaluation agencgesoatinely compromised by factors such as
arms-length status from government, access tonrdton and sources of funding. Invariably,
the entire audit and evaluation process is a maiterit accomplisince the outcomes are
virtually predetermined or easily predictable. Otwan(2009).

There is a policy in place for budget performanecal@ation but the implementation has been
weak or absent. The budget system still lacks amteqaontrol and performance evaluation.
Projects evaluation responsibility lies in largetpaith the spending ministry or department and
the Finance ministry; but in actual fact, evaluatis never carried out on a regular basis.
Although government policy requires that where ifdas outputs be measured and reported, this
does not happen in practice. Usually, outputs atenrmeasured for most programmes. Where
performance evaluations have been undertaken, gperts are often devoid of systematic
interpretations and explanations thus eroding thesefulness for policy decision-making.
Furthermore, rewards and sanctions are not linkexthievement/non-achievement in respect of
budget targets and output/outcome. By implicattbere is little incentive to achieve on targets
and in specific sector or macroeconomic domainstharck are scant penalties for not doing so.
Indeed, rewards and sanctions are rare, occasdodsent. Olomola (2009).

Weaknesses In Budget Implementation
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The implementation of budget seems to be more apdlgan transparent. The proportion of
appropriated funds received is highly unpredictadnde varies from quarter to quarter. While
some spending units get just about their full appetion, others get much less. The rules and
regulations exemplified by the appropriation b#lesn not to be strictly followed during the
implementation stage of the budget. In generalaieunt budgeted is not always released on
time and in most cases the amount released dedaajely from the budget. The deviation
between allocated and actual spending by MDAs eaattibuted (i) policy changes during the
year, (ii) reallocation of expenditures during betignplementation, (iii) inability to implement
policies, programs and projects (v) inadequate tpart funds in some instances (i)
inaccurate or inappropriate determination of thddat ceiling often prescribed for the MDAs
and (vii) poor targeting (estimation) of the exgectrevenue to be collected by the agencies
responsible for revenue generation and collection.

The assessment of budget performance can be ukelentéthin two sub-periods. First, is the
2000-2003 sub-period which falls largely within thiest term in office of the Obasanjo’s
Administration that was undertaking the reform. Hegond sub-period 2004-2007 which was
his second term in office and which marked theomhtiction and operation of the strategic plan —
National Economic Empowerment and Development &jras (NEEDS) to which the budget
process was intricately linked. The 2000-2003 seitigol witnessed relatively weak budget
performance. Budget implementation in 2000 — 20@3 wasically a carryover from the era of
military rule. It was largely characterized by thiesence of a clear linkage between policy, plan
and budget, with the legal framework for the auttairon and compliance with fiscal
responsibility expected of a budget patently welkt succinctly, the policies and plans of
government found no practical expression in thegetdthus giving room for flagrant fiscal
indiscipline and mismanagement of resources. Soihtheoimportant features of poor budget
performance during 2000 — 2003 were as follows:

(1) High incidence of extra budgetary expenditures;
(i) Failure of medium to long term plans to guitte budgeting process;

(i) Haphazard implementation of projects without prapealuation and coordination
leading to hundreds of uncompleted or abandongeégisofor which the cost of completing them
was put at about $100

billion (National Planning Commission, 2004);

(iv) Ineffective and often arbitrary allocations to @djs, with line agency appropriations
usually spread thinly over large number of projects
(v) Lack of a formal mechanism for dealing with budgetpluses or shortfalls, leading to

the issuance of warrants without cash backing;
(vi)  Poor management of local and external debts leddiacheavy debt overhang;
(vii)  Consistently high inflation rates and budget di&fiover 5% of GDP.
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These weaknesses were all attendant upon the tgailibcal will and commitment to abide by
stipulated rules and budget guidelines. The pmadsbringing about a turn around in the
situation was therefore intensified with the intnotlon of a budget reform programme. By 2004
— 2005, government effort to reform the budget gesschad begun to make impact. Olomola
(2009).

In 2004, government took a bold step to achieverogonomic stability and support a more
efficient use of resources to grow the economy,phbtting in place a development strategy
known as the National Economic Empowerment and Deweent Strategy (NEEDS). This was
to replace the existing development plan, by defra process of development anchored by a
clear vision, sound values and enduring principl®EEDS became the basis for government
budget in 2004 — 2005 and indeed beyond. It alsviged the platform for the formulation of a
Medium — Term Expenditure Framework (MTEF). Sorhéhe key strategies of NEEDS which
brought about improved budget performance in 200065 were:

0] Adoption of a budget strategy that strengthéms planning process and project and
programme evaluation, with early involvement okstaolders;

(i)  Adoption of tax reforms aimed at raising reues and diversifying the revenue base;
(i)  Strengthening the Budget Office;

(iv)  Adoption of a medium — term expenditure franoeky with medium — term sector
strategies consistent with the thrust of NEEDS,;

(v) Reforming and strengthening the procurementgss;

(vi)  Using an oil price based fiscal rule, and #&ablishment of a stabilization fund for
excess revenue from crude oil sales; and

(viii) Implementation of a public expenditure rule thaldsahe budget deficit to no more than
3% of GDP. Olomola (2009).

AREAS OF IMPROVED BUDGETARY PERFORMANCE

Notwithstanding the identified weaknesses in thédetiary process as earlier indicated, the
implementation performance of the federal budgemisch better during the reform period
compared to the period before 1999. The main aseasprovement include great emphasis on
value for money, transparency and accountabilityvall as participatory budgeting. The key
elements of performance in these areas are prelsenieable 2.20. It is important to stress that
the motivation for the budgetary reform stems frahe lopsided and grossly deficient
management of public finance over the years. Whietreasury was being depleted through all
sorts of abuses of financial regulations and cdrpnactices and the funds stashed away in
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foreign banks, various forms of foreign loans wewatracted and the country was plunged into a
high level of indebtedness. The debt overhang laéeame a heavy burden on the budget and a
great obstacle to growth and poverty reductiotexdountry. Olomola (2009).

REFORM STRATEGIESAND IMPLEMENTATION PROCEDURES

The budgetary reforms which commenced in 2000 h&ve major planks. They are
administrative procedures, budget preparation, gemant of government spending, budget
implementation as well as monitoring and evaluatiivee management of government spending
is achieved through limits imposed by establishedaf rule. The fiscal rule is a statement of
limits on disposable revenue projections and fisiedicit over a budget period. In the case of
the Federal Government, it is oil price based ugirgections of oil prices that are lower than
the expected international price of oil over theldgpet period. It also focuses on savings from the
Federal Government debt deals. The oil price-béisedl rule de-links government expenditure
from the price of oil by budgeting at a conservatioil price. For instance, in 2004, the
government budgeted at a price of US$25, US$3@052US$35 in 2006 and US$40 per barrel
of oil in 2007. This has enabled government to saxery dollar above the budgeted price and
there is a mechanism in place to ensure judici@gsai the savings. The oil price-based fiscal
rule and Medium-Term Expenditure Framework (MTER) budgeting have significantly
enhanced public expenditure management and maorwmeuc stability. As part of the
budgetary reform measures, steps were taken in B@evelop a medium-term expenditure
framework which places emphasis on multi-year @hyears) budgeting. The revenue estimates
were also based on a Medium Term Revenue Frame{MOFRF). In Nigeria, the MTEF seeks
to

1. planning by MDAs and increased programme sustdihgland

2. provide MDAs with a improve macro-economic balarge developing a consistent and

realistic resource framework;

improve the allocation of resources to strategiorjires among and within sectors;

4. increase the commitment to predictability of botliqy and funding for better hard budget
constraint and increased incentives for efficiend affective use of funds. Budget Office of
the Federation (2005).

w

FAST TRACKING THE BUDGET IMPLEMENTATION PROCESS

In October 2008, according to budget office of Beeleration, the Federal Executive Council, at
its sitting observed with dismay, the slow pace Biidget implementation by MDA's.
Consequently, it set up a committee, headed byitw of the Civil Service of the Federation,
to examine the budget implementation process, withiew to identifying the problems and
proffering solutions.
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The committee came out with the following five majmureaucratic Causes of delays in the
Budget implementation process as follows:

1, Lack of familiarity and understanding of extdavs, regulations and guidelines that govern
the process of project execution by MDA'’s;

2, Delays in obtaining approvals of Ministers aratrfanent Secretaries for various stages of the
procurement process;

3, Delays in processing payments,
4, Challenges in documentation and
5, Delays in processing memos to council.

No doubt, these bureaucratic obstacles are imporBarn the low implementation could have
been due to more fundamental factors that transcbndeaucratic delays. (Budget
Implementation Handbook, Budget office of the Fatlen, October, 2008).

Table: SUMMARY OF NEW TIME-LINES IN THE BUDGET IMPEMENTATION
PROCESS

SIN ACTION TIME-LINE BEGINNING OF
TIME -LINE
I Procurement Planning 2 months From the date| of
releases of Budget
li Response to BPP requests [d weeks From the date of
clarifications request
lii Submission of Memos to Council 2 weeks From thdate of

issuance of “NQ
Objection” Certificate

by the BPP.

Iv Award of Contracts 5 months From the date | of
Release of Budget

Vv Payment of Contractors 2 weeks From the date| of

Approval of payment
by the Honourable
Minister or in his hel
absence, th
accounting officer.

174

1%}

Source: Nigeria Federal Executive Council, Budget implenaginh Handbook, October, 2008.
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Table: KEY BUDGETARY REFORM ST

RATEGIES IN NIGERIA

MAIN ASPECTS OF BUDGETARY]
REFORM

KEY REFORM STRATEGIES

1 | Administrative Procedures

also doubled as Special Adviser to the Presi
on Budget matters

-Establishment of thaddet Office of thg
Federation headed by a Director-General who

Hent

2 | Budget Preparation

-Medium-Term Revenue Framework
-Medium-Term Expenditure Framework
-Fiscal Strategy Paper

-Medium-Term Sector Strategies

-Interactive Sessions

linked to medium-term plans

-Annual budgets with projects and programmes

3 | Management of Government spendi

nePil-price-based fiscal rule,
-Debt/GDP limit,

-Aggregate expenditure limit,

(envelopes).

-Limits by major expenditure heads, MDA limits

4 | Budget Implementation

-Use of Cash Management Committee to beg
manage the release of funds

-MDA now granted flexibility to manage th
release of their capital budgets subject to
limits

-Timely and predictable release of capital budyg

-Introduction of electronic payment process
payroll

tter

e
set

yet

for

-Publication of releases on BOF website




634

635
636

637
638

639

640
641
642
643
644
645

646

647
648
649
650
651
652

5 | Monitoring and Evaluation -Timely monthly returns to OAGF by MDA
-Publication of budget performance report
-OPEN initiative led by OSSAP-MDGs

-Involvement of Civil Society in budget
monitoring and evaluation

Source: Budget Office of the federation, 2005.

The overaligoal of a performance review is to help ensure tha¥lasS (or equivalent) remains
relevant and effective at achieving sector gaals$ objectives.

The overallpur pose of a performance review is to agree a set of resentdations which can be
used to adjust the sector MTSS (or equivalent).

The specificobj ective of the review include:

Review progress made in implementing the MTSS ¢uivalent) against agreed sector output
and output targets.

Identify the Strengths, Weaknesses, OpportunitiesTdreats (SWOT) of MTSS (or equivalent)
strategies plans and budgets. Nwobodo and Abdwdkar2014.

PREREQUISITESFOR EFFECTIVE BUDGET IMPLEMENTATION
Development Oriented Macro-Economic Policies

The macro-economic analysis and forecasts whiam fpart of the MTEF should not only be
sound but must also be people-oriented. It musgdared towards poverty reduction and well
being of the people. In this connection, it is rese@y to seek and deploy institutional support
and complementarities. For instance, it is impdrtém strengthen the National Planning
Commission to effectively perform a useful rolefasas macro-economic analysis is concerned.
Specifically, the NPC should be involved in the nstious transformation of the budgeting
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horizon from the traditional annual budget to my#ar budgeting and the incorporation of
performance measurement information into the budfleé key areas of involvement should
include (i) articulation and preparation of the dmlamacroeconomic framework, (ii) articulation
of performance measurement information, and (iipswing proper linkage between
development priorities and budget implementatiolon@la (2009).

Reprioritization And Reallocation

It is important for priorities to be properly idéred. However, since the conditions
circumscribing the setting of priorities are subjecchange, it implies that the priorities cannot
be cast in concrete. Unlike the annual budgets hvhannot adequately reflect resource shifts
from lower- to higher-priority use, the MTEF shoudovide a better mechanism for aligning
budgets with policies. This should be seen in tgktlof policy continuity and refinement for
more favourable impact rather than introducing alsimuities and unnecessary diversion of
resources. Olomola,(2009).

Budgetary Discipline

Budget allocations should be based on a hard aggrdmdget constraint appropriately derived
from what is affordable. The MDAs must live withethbudget allocations. This requirement is
not difficult to fulfill in Nigeria. In a recent aty, it was found that MDASs in principle accept the
need to live within their budget. For instance,788.0of the responding officials believed that
MDAs accept the need to live within their budgedl @most never overspend. Another 37.7% of
them believed that MDAs make genuine efforts te livithin their budgets but sometimes

overspend (NISER, 2006). This implies that in thglementation of the budget the level of
compliance with stipulated guidelines is reasondtlyh. However, it is necessary for the

government to have a more realistic budget espgcidth regard to revenue projections.

Olomola,(2009).

Institutional Conformity

All the institutional players (executive and legisire) that are connected with the budget
process must comply with the MTEF as a frameworthiwiwhich expenditure decisions are

taken. This pre-supposes that the legislature ineidirought into the picture right at the early
stage of the budget cycle and not necessarily eatafiproval stage. Political decisions have a
very strong impact on the budget process; butHerimpact not to be disruptive, there should be
proper understanding and alignment of political @ednomic forces throughout the various
stages of the budget cycle.

Setting Appropriate Parameters

Key inputs into the setting of appropriate paramsgetaust be sought and obtained from all
relevant actors. The major parameters include #fi@itlon of aggregate expenditure to be used,
the relationship between the sectoral breakdownaaganizational structure of government, the
price basis for estimating future revenue and edjpere, monitoring and outcome indicators etc.
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Transparency

The need for transparency is particularly importamtan environment where the budgetary
process is witnessing radical transformation. Thedreuld be mutual trust and accountability
among the various actors. Both fiscal and polieps$parency should be clearly demonstrated in
order to ensure improved accountability by actargaged in the budget process. By fiscal
transparency is meant openness to the public aheustructure and functions of government,
fiscal policy intentions, public sector accountsl discal projections. On the other hand, policy
transparency means being open to the public abbat government intentions are in a particular
policy area, which outcomes are to be achieved thedcosts of achieving such outcomes.
Moreover, timely and accurate reporting of actiaf@rmance with quality of output and results
achieved are key aspects of transparency requioedeffective budget implementation.
Availability of good quality and comprehensive data the budget estimates and actual
expenditure is required on a regular basis for nmggul analysis and interpretation by interested
parties. This should ensure that budget analydisgenerate useful input into policy decision-
making for further improvement of the budget prace®lomola (2009).

HYPOTHESES
There is no significant reduction in the persoren&d overhead cost budgets being allocated to
the public service.

There is no significant improvement in resourceagement through curtailing of wasteful
expenditures.

There is no significant increase in the level obdarctivity and efficiency through budget
discipline.

METHODS

RESEARCH DESIGN

The researcher uses ex-post facto descriptive ndsedesign to explore data on budget
implementation and control reforms, tool for maeomnomic development in Nigeria.

POPULATION OF STUDY

The target population of this study consists oftal staff of Federal ministries in Nigeria. The
elements in the population consist of Senior Gietlvants who are Accountants and Economists.

Table 3.1, POPULATION TABLE
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S/n Name of Federal Ministriesin Enugu Total number of
staff

1 Budget Office of the Federation 294
Federal Ministry of Finance 361

3 Federal Ministry of Lands, Housing & Urban370
Development

4 Federal Ministry of Works 313
TOTAL 1338

Source: Administrative Department (Nominal Roll§}lee four Ministries in Enugu.
SAMPLING SIZE AND SAMPLING TECHNIQUE

For the purpose of this study, the researcher uskEgemental sampling technique to select the
staff of Budget Office of the federation, FederahMtry of Finance, Federal Ministry of Lands,
Housing & Urban Development and Federal Ministrwébrks all in Enugu State, who are on
grade level eight (GL 08) and above, The researdahstributed questionnaires to 308
respondents who are accountants and economistsoligsgion by reducing the population of
1338 using Alien Taro Yamane (1967) Formula at @of#fidence level stated as follows

n= N
1+ N(e)?

Where N= sample size.

E =error margin which the researcher chose to be 5% n=
sample size.
Thus n= 1338 = 308 questaires

1+ 1338(0.05)2
SOURCES OF DATA:

The researcher used primary and secondary soufatestan Data were collected from Central
Bank of Nigeria, Enugu Branch, from recently pufdid journals & Newspapers, and via
internet materials.

INSTRUMENT FOR DATA COLLECTION

The instrument used by the researcher for dateaa@h was a structured questionnaire. In
developing the instruments, experts authenticated face validity whereas the scale was
exposed to factor analysis to ascertain the vagliditut of the 308 copies of questionnaires



752  distributed to the four ministries, 54 were nouraed while 254 were returned, representing a
753  return rate of 82.5%. The structured questionnarenade up of two sections. Section A
754  consisted of information on personnel data, quaifons and cognate working experience.
755  Section B is geared towards gathering the respdsdminions on items bordering on Budget
756  implementation and control; tool for macro econompiowth in Nigeria. The responses of the
757  subjects to the questionnaire items were structacedrding to the 5-point likert summated type
758  as follows: Strongly Agree (SA), - 5 points, Agree (A), - 4 points, Undecided
759  (UN), - 3 points, Disagree (D), - 2 poin&rongly Disagree (SD) - lpoints. A pilot study
760 was carried out using 30 participants (15 female$ B5 males) drawn from the Enugu State
761  Finance Ministry to ascertain the validity of tmstrument. The item analysis reduced the items
762  from the original developed 25 items to 18 itemiseJe 18 items loaded 0.30 and above and the
763  scale yielded a Coefficient Reliability of 0.83 amdhean score of 65.50

764

765 METHODSOF DATA ANALYSIS:

766  Data collected through questionnaires were analysety Analysis of variance (ANOVA) and
767  coefficient of correlation for validation of hypabes. According to Nwachukwu and Egbulonu,
768  (2000), ANOVA is a statistical method for determigithe existence of differences among
769  several population means. While the aim of ANOVAtasdetect differences among several
770 means, the technique requires the analysis ofrdifteforms of variances associated with the
771 random samples. The null hypotheses is rejected tfa alternative accepted) if our calculated
772 F value is greater than the value found from tlhéetaOtherwise, the null hypothesis is accepted.
773 Egbulonu, (2007).

774
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RESULTS

DESCRIPTIVE DATA

TABLE 4.2.1, DISTRIBUTION OF RESPONDENTS BY EDUCADNAL
QUALIFICATIONS

QUALIFICATION NUMBER PERCENTAGE (%)
WAEC / GCE 16 6.30

OND 39 15.35
B.Sc/HND 104 40.95

MBA, M.Sc & ABOVE 95 37.40

TOTAL 254 100

Source: Field Survey 2014

From table 4.2.1, 16 respondents representing 6.86%b O’ level certificate, 39 respondents
representing 15.35% have OND certificates, 10gaedents representing 40.95 % have B.Sc/
HND certificates, 95 respondents representing 3%4tave MBA, M.Sc certificates and above.
This shows that respondents with B.Sc / HND wereemino number and showed interest in
filling the questionnaire.

TABLE: 4.2.2 : DISTRIBUTION OF RESPONDENTS BY WORNKG EXPERIENCE.

WORKING EXPERIENCE NUMBER PERCENTAGH)
BELOW 5 YEARS 9 3.54

6- 10 YEARS 18 7.09

11- 15 YEARS 65 25.59

16- 20 YEARS 70 27.56

21 YEARS AND ABOVE 92 36.22
TOTAL 254 100

Source: Field Survey 2014

Table 4.2.2 depicts that 3.54% of the respondesnts put in less than 5 years into work, 7.09%
of the respondents have worked between 6 year§ tgedrs, 25.59% of the respondents have
worked between 11lyears to 15 years, 27.56% shospomneents that have worked between 16-
20 years while 36.22% respondents have work expegiéom 21 years and above.



791
792

793

794

795
796

Table . PERSONNEL AND OVERHEAD COST BUDGETS ALLOCED TO THE PUBLIC
SERVICE.
S/no | Question one SA A UN D SD
1 Public spending in Nigeria is too higi87 55 31 38 43
relative to revenue
2 Allowances / salaries of political offigeB4 71 44 29 26
holders constitute the high spending|in
personnel costs
3 Government is more concerned with9 94 29 27 25
recurrent expenditures than camtal
expenditures
4 Capital project budget allocations ar@6 40 40 66 72
greater than the personnel /overhead cost
budgets
5 The personnel & overhead cost budget8 9 35 100| 97
allocated to the public service has been
reduced to a small extent.
6 The personnel & overhead cost budgets 14 45 81 107
allocated to the public service has been
reduced to a smaller extent.
7 Release of funds for projects |&83 56 39 35 41
programmes are based on the needs of the
MDAs.
Source: Field Survey 2014
Table: ANALYSISOF DATA INTO MEAN AND STANDARD DEVIATION
Descriptives
95% Confidence Interval for Mean
N Mean Std. Deviation Std. Error Lower Bound Upper Bound | Minimum | Maximum
1.00 7 58.7143 33.51972 12.66926 27.7137 89.7149 25.00 107.00
2.00 7 53.7143 28.75016 10.86654 27.1248 80.3037 27.00 100.00
3.00 7 37.5714 6.16055 2.32847 31.8739 43.2690 29.00 45.00
4.00 7 48.4286 30.27021 11.44106 20.4333 76.4238 9.00 94.00
5.00 7 55.5714 35.71114 13.49754 22.5441 88.5987 7.00 87.00
Total 35 50.8000 28.17988 4.76327 41.1199 60.4801 7.00 107.00
Table : IMPROVED RESOURCES MANAGEMENT THROUGH CURTAILING OF WASTEFUL
EXPENDITURES.
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S/no | Question one SA A UN D SD
1 Resource management has been improved | 31 40 48 60 75
through curtailing of wasteful expenditure
to a greater extent
2 Resource management has been improved | 18 20 43 90 83
through curtailing of wasteful expenditure
to a great extent
3 Resource management has not been 72 75 31 38 38
improved through curtailing of wasteful
expenditure to a small extent
4 Resource management has not been 84 73 38 23 36
improved through curtailing of wasteful
expenditure to a smaller extent
5 All the Ministries, Departments and 20 25 44 79 86
Agencies utilize their budgets allocation
effectively.
6 There are few abandoned projects in 18 21 41 85 89
Nigeria as a result of curtailed wasteful
expenditures.
7 Government expenditure focuses on no 89 74 41 25 25
trajectory growth of the economy as
everything becomes haphazard and
therefore left to chance.
Source: Field Survey 2014
Table: ANALYSIS OF DATA INTO MEAN AND STANDARD DEVIATION
95% Confidence Interval for Mean
N Mean Std. Deviation Std. Error Lower Bound Upper Bound Minimum | Maximum
1.00 7 61.7143 27.49372 10.39165 36.2868 87.1417 25.00 89.00
2.00 7 57.1429 28.59737 10.80879 30.6947 83.5910 23.00 90.00
3.00 7 40.8571 5.33631 2.01694 35.9219 45.7924 31.00 48.00
4.00 7 46.8571 26.22612 9.91254 22.6020 71.1123 20.00 75.00
5.00 7 47.4286 32.72032 12.36712 17.1673 77.6898 18.00 89.00
Total 35 50.8000 25.52945 4.31527 42.0303 59.5697 18.00 90.00

Table: THE LEVEL OF PRODUCTIVITY AND EFFICIENCY INCREASE THROUGH BUDGET
DISCIPLINE.

| S/no | Question one |

SA

\ A

\UN

\ D

[sD_|




800

801

There Is Improved Living Standard of the
people especially with shelter, food,
employment, and health care

13

25

101

106

Scare resources of the federal government
are harnessed and used in a manner to
best serve the common good.

12

15

42

92

93

The budgetary reforms are capable of
bringing the long needed change in
Nigeria through budget discipline.

113

96

37

There is strict adherence to FGN
Procurement Guidelines and other
circulars on budget implementation

11

14

33

94

102

There is early approval of budget and
release of funds for projects and
programmes execution.

10

36

100

100

Government expenditure has been
properly directed to the areas of most
critical need for economic growth.

105

97

39

There is all inclusive participation of the
people, NGOs, Civil Society, Media,
Professional Associations and the
Academia in capital budget monitoring,
and reporting.

105

91

32

12

14

Source: Field Survey 2014

Table 4.3.6:ANALYSIS OF DATA INTO MEAN AND STANDARD DEVIATION

Descriptives

95% Confidence Interval for Mean
N Mean Std. Deviation | Std. Error Lower Bound Upper Bound Minimum | Maximum
1.00 7 61.4286 48.68900 18.40271 16.3988 106.4584 3.00 106.00
2.00 7 57.8571 48.61217 18.37367 12.8984 102.8159 5.00 101.00
3.00 7 34.8571 5.52052 2.08656 29.7515 39.9628 25.00 42.00
4.00 7| 48.0000 43.71880 16.52415 7.5669 88.4331 10.00 97.00
5.00 7| 51.8571 52.28903 19.76340 3.4979 100.2164 8.00 113.00
Total | 35| 50.8000 41.81176 7.06748 36.4372 65.1628 3.00 113.00

TEST OF HYPOTHESES
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HYPOTHESES ONE

Ho: There is no significant reduction in the persel and overhead cost budgets been allocated

to the public service.

H1: There is significant reduction in the persdraral overhead cost budgets been allocated to

the public service.

Table4.4.1: ANOVA
VARO00001

Sum of Squares df Mean Square F Sig.
Between Groups 1921.600 4 480.400 575 .683
\Within Groups 25078.000 30 835.933
Total 26999.600 34

ANOVA TableUsing the ANOVA table, which tests the acceptapitit the model from a
statistical perspective, the decision rule is #sVs:

F calculated > Sig value Reject the null hypothesis
F calculated < Sig value Accept the null hypothesis

Decision: Since the F cal (.575) is less than the Sig. vak&3\) at 5% level of significance and
4 degree of freedom, we reject the alternate lngsa$ and accept the null hypothesis that there
is no significant reduction in the personnel andrbead cost budgets been allocated to the
public service.

HYPOTHESISTWO

HO: There is no significant improvement in resosroenagement through curtailing of
wasteful expenditures.

H1: There is significant improvement in resourcemagement through curtailing of wasteful
expenditures.

Table 4.4.2: ANOVA

VARO00002
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Sum of Squares Df Mean Square Sig.
Between Groups 1995.886 4 498.971 742 571
Within Groups 20163.714 30 672.124
Total 22159.600 34

ANOVA Table:Using the ANOVA table, which tests the acceptapilif the model from a
statistical perspective, the decision rule is #s\is:

F calculated > Sig value Reject thié mgpothesis

F calculated < Sig value Accept th# hypothesis

Decision: Since the F cal (.742) is greater than the Siguesél571) at 5% level of significance
and 4 degree of freedom, we reject the null hypashand accept the alternate hypothesis that
there is significant improvement in resources manant through curtailing of wasteful
expenditures.

443 HYPOTHESISTHREE

HO: There is no significant increase in the leviepmductivity and efficiency through budget
discipline.

H1: There is significant increase in the levelpsbductivity and efficiency through budget
discipline.

TABLE 4.4.3: ANOVA
HYPOTHESIS THREE VAR00003

Sum of Squares df Mean Square F Sig.
Between Groups 2981.314 4 745.329 .396 .810]
Within Groups 56458.286 30 1881.943
Total 59439.600 34
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ANOVA TableUsing the ANOVA table, which tests the acceptapitit the model from a
statistical perspective, the decision rule is ds\is:

F calculated > Sig value Reject thié mgpothesis
F calculated < Sig value Accept th# hypothesis

Decision: Since the F cal (.396) is less than the Sig. vaGRE)) at 5% level of significance and
4 degree of freedom, we reject the alternate hygsishand accept the null hypothesis that there
is no significant increase in the level of produityi and efficiency through budget discipline.

FINDINGS
The study reveals that the government has been ngnagfforts to rationalise recurrent
expenditure votes through the implementation ot-sasing measures including the freezing of
overhead expenditures, institution of control measwover the procurement of certain capital
items including specialised equipments or mach@semon-priority vehicles, and construction of
new MDAs headquarters buildings. This also inclutthesrationalisation of international training
and travels and the introduction/ extension ofittiegrated payroll and personnel information
system (IPPIS) to all MDAs. Despite these measuszent non-discretionary action like wage
increase and other national exigencies poses amasil@ challenge to achieving the government
objectives. As such, provisions for recurrent exjieme (personnel and overhead costs) have
been on the rise in recent years. The study algeale that poor project conceptualisation,
design or planning practices by MDAs resulted ilo resources management. This practice
has largely limited the beneficial impact of thetloé capital votes releases as exhibited through:
* The introduction of budget without feasibility stes, engineering designs or appropriate
costing in MDA'’s annual budgets.
» Series of poorly implemented projects now beingesgghed, having their scope amended,
having their implementation stalled and/or req@raost variations approvals.
The study also reveals that the budgetary reforimth® federal government of Nigeria are
capable of turning things around for good. Howewkere is no strict adherence to these
guidelines/ reforms through budget discipline.
SUMMARY OF FINDINGS

There is no significant reduction in the persorerad overhead cost budgets being allocated to
the public service as a result of increase in wari@current expenditures.

Poor project conceptualisation, design or planningctices by Ministries, Departments and
Agencies (MDASs) resulted into low resources managdm

There is no strict adherence to the budgetary ¢goek¥ economic reforms through budget
discipline.

Delays in budget approval lead to delays in theast of government funds and thereby lower
deposits. Banks that depend on government defositssually adversely affected.
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The National Assembly and State Houses of Asselula\key Monitoring and Evaluation (M &

E) institutions in the context of their oversighinttions. These, along with other institutional
frameworks should be able to ensure a credible dMaong and Evaluation (M & E) system that
contributes to the achievement of plans, programemesprojects results.

CONCLUSIONS

The study concludes that budget is a veritable toolplanning, controlling, communicating,
decision making and value creation. Government lshmake necessary efforts to ensure that all
Ministries, Departments and Agencies (MDAs) abidiectty to the Budget Implementation
Reform Strategies. The study also concludes thateffectiveness of Medium Term Revenue
framework (MTRF), Medium Term Expenditure framewdMTEF) and any other budgetary
reform strategies of the federal government caadbhgeved through budget discipline. A lot still
needs to be done especially in the areas of finhramd performance audit of budgetary
allocations, duration in completing of audit regoand publication and implementation of audit
reports. It important to note that government opena are less susceptible to corruption and
abuse when they are predictable, transparent anduat@ble. Unclear appropriations and
unreliable disbursements create weaknesses iryshens that public managers can exploit.

RECOMMENDATIONS.

The researchers recommend the following:

» Adoption of Participatory Monitoring and Assessmémtough inter relationship between
government and the community members and staketsol@ddout project designs, the
problems to be addressed, potential courses amaind community resources which can be
brought to bear etc.

* Ministries, Departments and Agencies (MDAs) of goweent should conduct thorough
projects implementation studies on all new proj@cisr to making submissions to the budget
office.

» It should be made mandatory for an approved detaitgplementation plan to accompany
every capital project proposal for the annual bad@kis way, flags are promptly raised at
default points and strategically addressed.

» MDAs should be sanctioned by the government forcmmpliance to this plan forthwith.

 The government should undertake an assessmens aiwih operations that it currently

provides, through Identification of opportunitiesdachallenges, the assets it owns, its
management structure, and the opportunities arlteolgas that may affect them.
Continuous training of MDAs’ personnel involved the monitoring and evaluation of
projects in the annual Appropriation Bills should bncouraged. This is to ensure that
everyone involved in the process is on the same pagll times.

e 17 SCOPE/LIMITATION OF THE STUDY
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* To fully understand Nigeria’s economy as it rela@gpolitical issues, one has to study
the history and analyze factors such as the Nige@alture, the role of its government,
the state of infrastructures, the level of genedalcation, the availability of real data, the
amount of investments made and needed, and seasrityrelates to laws (enforcements
& judiciary) confidence in the system, to mentiofea. In this paper, attempt has been
made to present a comprehensive appraisal of tther&eGovernment Budget of present
democratic dispensation (1999-2013). Also, an gitemas made to assess how closely
actual performance approximated the targets set thed Reform Strategies and
Implementation Procedures of the federal governniére exercise is constrained by the
lack of detailed published official macro-econondiata for some years and refusal of
some people to disclose certain information. Destiese challenges, the quality of the
work was not affected as the researcher was abtwdocome them through persistent
efforts.
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