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A B STRACT

Budgetary Accounting in operation was inherited from the
Col onial Adm nistration over thirty years ago with little or no
nodi fication or inprovenent. This was despite the grow ng
sophi stication of environnent, including vital elenments of
the environnment such as the general public and enpl oyees in
the Public Service. This study was undertaken to reveal existing
| oophol es which need to be addressed for better Managenment of
financial resources of the public sector.

The study started with discussion of budgets and budgetary
control aspects of budgetary accounting. These involved his-
torical devel opnent of budgetary control, prior to 1930, and
the executive budget novenent; budgetary control in an organi-
sation; budgetary control adm nistration, and budgetary control
in N geria.

Research met hodol ogy di scussed these factors; different
met hods of collecting data including mailing, telephone and
per sonal contact. It also shed light in questionnaires admnis-
tred and choice of the respondents.

The individual responses were grouped together into per-
centages. They were presented and anal ysed as such, to discover
their hidden neanings. This was then related to Bauchi State
Urban Uilities Board.

The findings of the research included the followi ng: enphaiss
was mainly on financial accountability, financial regulations
inherited from the Northern Region Government not reviewed to
suit the present day problens, appointnments not purely on nerit,

and chi ef executive not interested on budget ary
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control and performance not accounted for.

In the light of the findings, the follow ng recomrend-
ations were nmade. Establishnent of budget Departrment or Unit,
Policies of the government to be expressly stated, training,
semnar, and workshops on budgets, establishnents of goals,
standards, efficient use of nmaterials and review of rules

and regul ations governing financial matters on regul ar

basi s.
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INTRODUCTION

BUDGETARY ACCOUNTING IN THE PUBLIC SECTOR

The term bugget nas become a household name in Nigeria.

r

Thanks t¢ tne oil boom period, a budget year at the peak of

&

tne reverse i{s tne case, Tre Budget year is now looked -

the boom was greated with optimism by the populace, today

«T

vl Vet i aned A9
JpPpon wiln pessimism and Gl

V]

trust, since the introduction of

the 30

i

alled structural acjustment programme (SAP), with
its attendant problems of galloping inflation and with-
drawal of gcvernment subsidy sydrome,

[ne common man may be right for his diffent reactions
to budgets, Budgets are more than just financial plans for
tne financial vear, These days budgets assume central impor-
rance in public secter financial management and implementation
of government fiscal and monetary polictes for the common
good of its citizen, It was in Budgets, for instance the
amount Yo be recelved (revenue) and amount to be spent

(expenditure) which affect

1

itizens' welfare are proposed
in budget centres (Ministries, Departments and Parastatals)
in the form of draft estimates, These estimates are dis-
cussed, modified and then adopted (approved)., The figures
approved in these estimates provide the legal limits for

spending by tne public sector (Approved budget). This

approved budget 1s the melting pot of government policies,
plans and programmes, These (policies, plans and programmes)

were attacned monetary values ¢ form what we call budget.
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Budgets can hardly be useful tools for sound financial
management without a good system of accounting devise for

monitoring both revenue and expenditure aspects of budgets, / gt

A gocd system of Accounting

o

royides necessary budgetary

s sidaal
~OnLros

in

for tne attainment of budget targets and goals,
Whatever the budgeting system adopted by public sector, 1t

can hardly achieve its objectives and gcals without

i

k] > -
e{ficlent ang

ey
T
ot

ound budgetary accounting, Two budgetary
systems are available: traditicnal budgeting method (which
1s concerned with listing of expected revenue and expected
expenditure for & financial vear); and the program and per-
formance budget wnich is assumed to be better than tradi-
tional method., Program performance budgeting system has
started gaining acceptance in public service in Nigeria,

-~ M P’ -~ .
\g§ to Oshisami tne Fegder

o
pot

severnment of Nigeria
adopted PPBS for budgeting in 1981, However, these two
(traditional and PPB3) budgeting systems would hardly

wul good budgetary accounting system for

efficlent budgetary control,; whi

¢h would instill into
the minds of public officers a senSe of accountability and

responsibllity, ultimately instilling financial discipline

ang prugence,

Oshlisami K and dean, P, N, Financlal Management in

Nigerian Public dminist
"

Administirative staff college

ir
D

~

i

rAr
i d

of Nigeria (RASCON), 1984« Lagos, Nigeria P, T1.
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Events in the Public Sector, such as inflated contracts,

misappropriations and outright fraud have resulted in

T

instability and ccllapse of many regimes (both civi-
liang and Military) in Nigeria, since independence in
1960, Despite this, there 1s hardly-a good and efficient
budgetary accounting system which permits presentation

of relevant and timely information for promptl reaction

te any irregularity or for making decisions, This

laxity has cost and

n

t1ll costs this natton (Nigeria)
anﬂf"extremeiy high price in terms of lost opportunities

for economic develcpment"iz}

Sound budgetary accounting for budgetary control
in the public sector is not only important but a necessity
in managing the dwindling resources of this nation which

12 the result of the so called glcbal economic recession,

"Whereas the problem of the 70

wn

was how to allocate the

excessive revenue of

ot

he country the current problem 1s

how to keep expenditure within l.trn:.ts“(3J

[
C
x
3
D
Y
3

(3) OQlowokure T. 0. "Value for Money, as a Method of

Performance Appraisal in Public Sector". Paper
presented at tne conflerence organised by the
Nigerian Accounting Teachers Asscociation (NATA) at

Unitversity of Lagos, Lagos. Nigeria 22-24 Sept, 1986.
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Bauchi State Urban Utilities Board came into being as a
result of & merger of two Boards: Baucni State Water Board

and Bauchi State Urban Development Board under Bauchl State

L0

dict No. 21 of 31st October, 1986, Under thls Edict, the
Board is formed as a corporale body with perpetual succession
and & common seal and has power to sue and be sued in 1its
corporate name and acquire, hold and dispose off unmovable
property in its name (Edict 21:3). As a bedy corporate
the board is selfl accounting. It was vested with the power
to manage 1ts financial resources in a manner 1t deems it
in the best interest of the people and government of Bauchi
State. (Edict 21 (17-20]. The Board in return was expected
to keep proper books of account$ and present the audited
annual accounts to the Governor together with external
Auditors' report on the accounts presented (see section 22
and 23 of the Edict) The board has power to prepare its

%
budgets. If approved, it must follow it to the XaRter,
(section 21) making sure that the financial operations are
within the budgel limitations. But mere complliance is not

enough. There is need for sound budgetary control for allo-

C

cating) of responsibilities to those in cnarge of financial
management.
Despite scme degree of independence in financial mat-—

ters, the Board was notoperating its accounting system any

L

differently from main public sector organisations such as
the civil service, Therefore the problems of public sector

accounting are also relevant to the system of the ilmmediate
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budgetary accounting in operation at the Bauchi State

11 i 1N+ 4 X4
..«l".fa.‘"‘- Ve e

ot

tes Board, This makes it suitable for a

case study,

OBJECTIVE QF THE STUDY

The aim of this study was Lo establish how Central

the budget has become to financial Management, programmes
and policy implementaticn in public sector 1in general, and
the Bauchi Utilities Board in particular. The focal point
of this research is the budgetary control aspect of
budgetary accounting. However, due to importance of
budgetary centrol for successful project implementation
(whatever budgetary method is adopted), this study is
concerned with budgetary accounting system as it relates

to budgetary control in the public sector. The research

O

n

oy

udgetary accounting in the puplic sector, also aims.

1]

t establishing the system's strength and weaknesses and
make recommendations for improvement. 1t 1s hoped that
by so doing, existing gaps in accounting knowledge would
be narrowed.

Public sector accounting was based mainly on cash
transactions which public sector accounting systems
record into their books at the beginning of every budget
year. As government opens clean books of accounts at the
beginning of every budget yea~, no previous transactions

are taken into account, Transacticns which do not involve
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the immediate cash movement are ignored. This practice
gives room for irregularities which this research would
like to portray clearly with the aim of clearly exposing
the resultant problems.

STATEMENT OF HYPOTHESIS

Budgetary accounting as can be seen from the above is an
important tool for successful implementation of any govern-—
ment budget. Therefore to have a guilded research the fol-
lowing hypothesis are considered.

(1) A good Budgetary accounting system permits commu-
nication of timely and relevant information for
making informed decision, responsibility accounting
and control.

(2) A good Budgetary accounting shows propriety of
transactions and conformity with established
rules to give evidence of accountability for
stewardship.

(3) The present Budgetary accounting sys®@we in Bauchi
State Public Service in general and Bauchi State
Urban Utilities Board in particular is not suffi-
ciently adequate and efficient to permit prompt
communication of relevant and reliable accounting

information for souna budgetary comtrol.
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1.4 RESEACH METHODOLOGY

This research 1s a c¢ritical study of public sector

budgetary accounting as 1t relates to budgetary control.

It will be based on the following:-

1)

2)

Intensive and extensive review of literature on
government accounting and budgeting. This 1s to
form a sound theoritical basis for this study.
For further insight into the existing practices
this study will make use of available documents
relating to budgetary accounting in Bauchi State
Urban Utilities Board.

Interviews would be conducted using structured
questionnaires, The sample population for this
study would include the following:-

1) Chief Executives and top Management staff of
Bauchl State Public Service including some
staflf of Ministry of Finance,

11} Management and staff of Bauchl_UrEan Utilities

Beard, especially staff of Accounts Division,

This interview would be cgnducted with g view to the

following:=-

1

To determine the relevance and effectiveness gof
the existing accounting practice as Bf 1t relates

to budgetary contrel (n the public sector,
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2) The importance attached generally to the accounting

ractice in the public (section, <+ v

©

3) Satisfaction and dissatisfaction with part or whole
of the budgetary accounting system as Lt relates
to control and perfcrmance measurement in the
public sector,
4) Any loopholetand/or lapses which needd to be attended
to for sound contrel and performance measurement
in public sector budgetary accounting,
5) The composition (quality) of staff handling accounting

practice in the public sector, Why and how this

6]
n

affects the quality the accounting records
and practice in putlic sector.
§) Justification or improvement for change of existing

practices,

THE SCOPE OF THE RESEARCH

The scope of this study would cover cn a general ievel rubiie
seclor budgetary accounting as regards control and manage-
ment of performance of various units of government. This
research 1ls however a case study c¢f Bauchi State Urban

Utilities Board. The study of the Board would cover a

(¥

78 to 1

e

ten yearX pericd from 87, which spans both
military and civilian regimes.

The literature review would cover budgetary control

and standard

0
O
i
v
v
3
i
o
n
¥
3
()
(5]
3
<
-
)

l1s, lor control

0

o
o
&1

i
bl
o
ir

ndéard Cos

o
{{E]
8]
ot
(&1

ing an
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budgetary control are closely related., Infact standard
costing 1s an important element of budgetary control,

A standard is a ncrmal established level in advance
of an actiivty to be used as a yard-stick for comparisionl?’
standard costing on the other hand is physical requirements
of a product (or service) eXpressed in monetary terms"{s).
unlike the existing practice in public sector accounting
where the emphasis "1s exclusively focused on legalistic
and judiciary accountabllity on the year by year basls"{6}
standard costing is concerned with responisbility accounting,
It is mean to show any deviation from the target set or goals
to be achieved.

Budget is defined as a plan quantified 1in monetary terms
prepared and approved prior to a defined pericd of time,
usually showing planned income (revenue) to be generated

or (received) and/or expenditure to be incurred

(4) Golway, Albert "Standard costing and control by

variance Analysis" The Nigerian Accountant, Vol. xix

(2) April, 1686 June P,27.

(5! Keller, I. W. Managefht Accountingfor Profit

Control Megraw Accounting series. New York, U. S.
America 1966 p.172,

(¢ Oshisami K and Dean; op. cit. (see p. 1)



during that period and the capital to be employed to
attain a given cbjective and geal "(7)".

Budgetary control is the 'establishment of budgets
relating to the responsibilities of executives to the
requlremeg} of a policy and continous comparision of
actual ;wﬁa budgeted results f@ither to secure by indl-
vigual action, the objectives of that policy or to pro-
vide basis for remedial action ™(89",

This research would be limited to study of budgetary
control aspect of budgetary accounting as a means for better

budgetary performance.

(7) Owler, W. Z. and Brown J, L, Wheldon's cost

Accounting. United Kingdem 1984, p. 482,
(8) 1Ibid
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LITERATURE REVIEW

& simple budget can be traced to the development of
democratic institutions of representative government in
modern Europe and America long before 1900, But it was
not until scmetimes later that budgetary accounting was
incorporated into the public sector accounting system,

With the passage of time, the development of more
formal and complex budget reports and proceedures made
the incorporation of budgetary accounting into the ledgers
of government necesgssary. Thils was as a result of the need
for more control of the finances of the public, entrusted
in the hands of government,

A budget 1s a financial plan and control for the coming
budget year. Therefore, it includes giving consideration for
both revenue and expenditure, It 1s a means by which the
executive sets forth in detail a financial programme for

-~

consideration and @PBroval of the legislature and the

Budgetary Accounting

was to emphasize the budgets role as a contrcl device thereby

Budgetary accounting can be described as the practice
of the governmental organisations in xeeping and presenting
their operating accounts in the same format and along side

n(l)

their budget, The main purpose of budgetary accounting

Fl b

i

enhancing probity and accountability. External accountability

is facilitated in that the performance of the management

o

Jones, R. and Fendleburry, M (1988} Public Sector Accounting

itman, London, Great Britain pp. 154-156 |

473710
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can easily be shown to the legislature and the general
public whose monies and resources are being collected
(through taxes, levies and other sources) and utilised for
the purpose of achieving the objectives set down in the
budget. The rationale for budgetary accounting is that,
it is pessible for budgets and accounts to be continuously
and promptly compared so that timely action may be taken
to correct unfavourable or favourable variances whenever
such occasions arose,

Budgetary accounts means those accounts which reflect

the estimated income or proposed expenditure of the budget

and other financial transactions as they occur in such a
manner that administrative control can be attained in

2
compliance with the scheme outlined in the budget (2)

Therefore budgetary accounts in normal circumstances

t

reflects Budget operation and conditions essential to the

executive, legislature and the public and usually,

budgetary accounts include the

(S

ollowing accounts for each
expendable fund (3

(1) Estimated revenue

(2) Appropriations and

(3) Encumberances

As with budgetr ivself, the introduction of budgetary
accounts into governmental ledgers projected these ledgers
into future. Unlike before, where the recording wasg, of
what actually took place, now the ledzers include what is

expected to take place in future period.

e

(2) Naylor, E. E. (1940) "Budgetary and Property Accounts'.

Accounting Review Vol, 15 p. 48>

(3) Ibid,
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The main purpese of budgetary accounting in the public
sector were to provide for control and comparison,

As a control device budgetary accounts furnish a basis
for analyzing governmental expenditure by appropriations and
by objects so as to ascertain whether the activities of govern-
ment are carried out on an efficient and economic basis. Also
budgetary accounts facilitate comparison by showing the actual
expenditure incurred against budgeted amounts whether it is
revenue or expenditure for the budgeted period.

The budget comes into operation after the passing of the
appropriaticx’ law which makes it legal, It is this passing of
the appropriation law which therefore authorizes the executive
to expend resources approved in the budget., The budget as a
legal instrument in the public sector makes it mandatory for
effective control to be exercised not only because of the
importance of such control but due to the necessity to avoid
the law being breached with the attendant conseguence of pena-
lities for such action, These lngal instruments in the form
of appropriation laws passed by the legislature not only
direct the expenditure to be made, but also how the resources

&

are to be expended, Therefore, if in the process of implemen- 3
ting, the budget is ineffective in controlling the actual trams-
actions it is highly probable that the law has not been complied
with., The legal character of the budget appropriations makes it

mandatory that effective budgetary control must be in operation,
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Budgetary Control

Budgetary control begine with the persons charged with
the spending program not with the accounting recerds as
discussed above in budgetary accounting. The emphasis
here is that the necessary protective devises ocught to be
in the possession and control of the budget implementor
(or activity administrater) and not the book keeper, The
most elaborate book keeping records will not prevenﬁlthe
commitments beyond the permissable amounts. Therefore

-
4

centrol needs to be concentrated on points at which com=-
mitments can criginate. The subject matter of placing
budgetary control which is directly associated with accounting
problem is given below:-
ko "Every budget figure intended as a working control

can be related tc a single organisational unit

(budget centre) by administrative appointment,

This 1s necessary prior to the beginning of each

fiscal year.

2. For every budget figure apportioned or otherwise, .

.
e

there should be a corresponding account or group
of accounts, with proper classisfications.

3. For every budget figure apportioned or otherwise,
there should be a corresponding account or group
of accounts, with proper classifications,.

s, Budget responsibility can be made to fall directly
on departmental and other operating heads with
clearing of details being done by rhe budget

of

vy

icer.
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4. When major or minor emergencies are eminent the
administrative procedure applicable to them must
in any scheme of operation be carefully outlined
so that (a) no departmentz2]l proregative have to be
surrendered and (b) switching of accounts to be
changed does not replace reallotment of funds”(ﬁ)

It is interesting to note that there is no serious controversy
on the definition of budgetary control. The scholars are unanimous
in their approach to this subject., It was loosely defined by
Simasthei P, (1960), In his view, budgetary control, in terms
of its applicability to Federal Budget of United States is the
three phases of budgeting processes i,e. preparation and presen-
tation by the chief executive, appropriation of the zame by the
congress (legislature) and the ex cution.(ﬁ] He goes further
to state various weaknesses that lie in piece-meal consider-
ation of appropriation reguests. However, on the expenditure.
side the acrual based accounting has made expenditure control é&

effective.

Owler and Brown (1984), anc Dovsen (1958),

(4) Ibid: Accounting Review (see p. 13)
(5) Simasthei, Paras (1960)

Accounting Review Vol. 35 p. 314



give a definition of what is budgetary control, They said that
it is "the establishment of budget relating the responsibility
of the executive to the requirements of a policy and the conti-
nuous comparision of actual with budgeted results either to
secure by individual action the cbjectives for the policy or

to provide a basis for its revision." This definition also
coincides with the one given by Smatnein on p. 16 in that it

is based on the (1) establishment budget and (2) the applicaticn

Lo 0]

of budget. Both are concerned with budget preparation and
executive process.

The definition by Jones and Pendleburry (1988) in their book
"Public Sector Accounting" is not far from the above definitions

but it is only movre restricted. They defined budgetary control

as "a process of controlling, measuring, reporting, analysing

and feedback“.(6)

o

Therefore budgetary control is concerned with ensuring that
expenditure is carried out in line with the budgeted amount and
the objectives and level of activity agree envisaged in the
budget are achieved., All the above definitions agree on the
relevance and importance of budgetary contreol in the budgeting
process and remidial actions necessary for any variance that may
arise from budgeted figures.

Another aspect is that for budgetary control to be effective,
it must be inveolved in continuous measuring of azctual expenditure

and relevant out-put and comparing the

(6) Jones, R, and Pendle burry op, Cit. (see p, 12)
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same with the budgeted amount. Variances promptly analysed
and brought to the attention of the budget holder together
with relevant information on reasons for such events taken
place are important. Therefore the first requirement of a
good system of budgeting is to set up accounts for collecting
data on both input and output at the lowest distinct level of
activity (budget centre or cost centre), This 1s to give
adequate and timely information as failure to report on time
to budget holders on their performance will seriously ,weaken
the budgetary control system.

Although absolute accurary i¢ important, it can be sacri-
ficed in favour of timely report to the budget control managers.
The use of computers means budget reports now is possible within
a short period for the managers to digest, Therefore public é%

sector should benefit from their use (computers) to have timely

reports.

2.2.1 Budgetary Control Function '“"”““‘—-——-;--___:1ij3 |

FIGURE 2.,1: THE BUDGETARY CONTROL FUNCTION
SOURCE: ACCOUNTING REVIEW VOL.14 1966 P. 239
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|
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Budget as an instrument of control desired to have a ﬁian
embodied in it to be carried out with minimum possible divergence
between the budgeted and the actual amounts. Therefore the budget~
ing process and its product, the budget, are extremely useful in
assisting the management in fulfilling its function of planning,

The view of the budget as a blue print for action gives
rise to the typical role attributed to it in the contrel function.
It is portrayed as a type of yard stick against which performance
is measured. An evaluation of this measurement then determines
what corrective action 1is necessary. Without management implemen-
ting the yard stick aspect of the budget through measurement the

budget 1is not considered to be useful as a control device. The

oo

control process starts after the budget has been adopted
(approved).

Budgetary control function alsoc involves directing persons
toward the achievement of budget objectives and goals. For it
to direct people toward the desired objectives, consideration
needs to be given to the social set up and belief of the people
the budget seeks to influence. Without these, a wrong applica-
tion of control methods to different sets of people would result
into the desired objective not being achieved. So where bud-
geted performances give consideration to some observable
attributes of the outcome of the workers response this could
result into better control of the budget, Thereby the objec-

tive of the budget is more achilevable.
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Historical Development of Budgetary Control
in Public Sector

The development of modern budgeting system is said
to have its roots in England., It is there that the earliest
document relating to budgeting can be found in the "Domesday
Book?! This document (domesday book) was compiled from the
returns of a survey of land in Mediaval England so that the
Monarchy of the period might levy taxes and tributes more
effectively, The growth of representative government limicted
the power of the Monarch in imposing taxes. The first of
such effort coming to fruition inthe margna charta passed g&
in 1217 in which the barons limited the power of the king l
in imposing taxes'’’., Also this democrstization spread to
other parts of European nations giving rise to the modern
budgeting system. Modern budgeting development was mostly
from the national level to the local level in the European
Nations, but the situation in the United States was different,
The development of budgeting started from the municipal
cities from there it reached the national level,

Budgetary contrel in Eﬁgland started as far back as
the year 1787 or even earlier, For it was in that year
that an important milestone in budgetary control was
established. That was the establishment of a consolidated
revenue fund, where all the government revenues are lumped
together as one entity and expenditures incurred are charged

to this fund based on ®ppropriation law. However before that

Public (1962) Mcdernizing Government Budget, Public Adwinistra-

tion Service, Chicago U, S. America P.I
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there were struggles to control government expenditure by
the house of commons in the years 1688-89, Also within the
same period successful attempts were made in separation of
the kings personal ocutlays and the state resources,

The consolidated revenue fund provided the basis for
public fund accountability through centralization of the
government income under one accouat designated as fund,
This led to the initial step for comprehensive financial

reporting of public sector activity, In the year 1802 a

1B

financial statement was published by the treasurer as a

result of improved financial reporting. In 1822 the

financial statement was presented to the parliament for its
guidance in the budgeting process thereby facilitating the

job of the parliament as the initial budget controller. The
financial statement served as guide in detecting any irregula-
rity in the budget and enabled those responsible to take

whatever remedial measures deemed necessary to correct lap-

8es.

The Executive Budget

The Executive budgeting in United States gives an interes-
ting development in budgetary contrel processes, It gives
interesting picture of how budgetary control gained ascen-
dency in budgeting process. From control exercised by legisla-
ture over budget to that power being handed over to the execu-
tive arm of government. Prior to this appropsiations were done by
respective departments gseparately and each department received
appropriation direct from the legislature.

Before the period 1911 to 1926 when the movement for
executive (control) budgeting gathered momentum traditional

practices of appropriations and expenditure
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practices were mostly grounded in legislative initiative and
supremacy in finenclal affalrs, The executive budget movement
resulted into modification of the situation so that better
control can be achieved over the management of public resources,
What existed prior to this budget movement is describled below:=-
No central official was empowered to review or revise
departmental budget estimates or to make fiscal recommen-

dations to the legislature;

=
2. There were no standard accounting practices. Each unit
classified its accounts in its own way.
3. Each department submitted its estimates to the legislature

separately, mostly at different times.

&, The estimates usually were lacking in supporting data and
often presented in lump sum.

9. Agency requests were not related to revenue projections
or to overall state expenditure,

6. Each department bargained straight with the appropriation
separately for each department,

T There was little or no control and supervision of depart-
(10)
mental spending'

The growth of public expenditure from the relatively small
amount of 3188 million to $1.4 billion in 192 (expansion of almost
700 percent) made it imperative for stiff control to be exercised.
Moreso with the words of Allen Schick '"the mudraking exposures of

public ineptitude

(10) Schick, Allen (1971) Budget Innovation in States,

Washington DC, U,S. America 1971 pp. 27.



and cQrruption and the growing influence of public administration

and its scientific management ethics stimulated wide spread disatis-
faction with established budgetary methods {8;. Those factors resul=-
ted into the need for central authority to control the budget. There-
by making executive budget becoming readily acceptable in United
States of America,

The executive budgeting movement was concerned with all the
three major concepts in central budgeting system; i.e.; planning,
co-ordination and control of the government activities through the E;
budget. The immediate problems of misappropriation and other rela-
ted malpractices of that time made it possible for comtrol to have
upper hand over the other two concepts in envolving an acceptable
budgeting system. Control is in harmony with the immediate pre-
ference of the legislations and ranked as the number one in finan-
cial management.

The legislature has the power over the states finances as
decisively put by the constitution of the United States of America
that "....no money shall be withdrawn from the treasury but in conse-
quence of appropriation made by law". 1In 19th century practice it
meant that there was no intermediary between the legislature and spen-
ding authorities (j). It meant that there was no contraint on the
legislative authorization. This led to incessant rise in public
expenditure and loose financial arrangement that weakened the control
of the legislature over spending. In order for the legislature to
achieve budgetary control they traded some of their powers on finan-
cial management with the executive through the centralization

of the budget under the chief executive who acts as a controller.

The above budget reform was carried for the purpcse of the

(3) Ibid (see p. 20)

(9) Ibid (see p. 20)



legislature strenthning control over spending agencles. There-
fore now the chief executive becomes the control agent for the

legislature. Amcng his duties, was to present budget accounts

in such a way that would facilitate detailed scrutiny of agency
request and enable the legislature to intervene when it wanted

to do so.

To further facilitate the. easy scrutiny, the line item—expen-
diture classification has considerable utility in that it would
deter the administrators from excessive or improper spending &nd
make it easy for control officers to maintain close whatch over
departments' spending,

The period 1920 was concerned with the task of refining and
difusing the widely approved control procedures which came about as
a result of executive budget movement earlier (1911 to 1928) deve-

loped by Fredrick and his assoaiatessllﬂudget writers of this period

were concerned with standard forms and formats and their publications
were mainly on the detalled description of recommended practices.
The accountants who took command of oudget offices were trained in
the methods of control and committed to item cperators.,
Davies, (1940) the first U. A. Budget Director has this tDrﬂﬂ%;
on accountants' roles as budget controllers. X
The Bureau of budget is concerned only with the humbler
and routine business of government .....
It is concerned with no question of policy save that
of economy and effic:i@.'t'tc:;f;;f'J
The 1992 budget and accounting act directed the president of the

United States to formulate a national budget.

(11) Ibid p.22

Davies, C. G. (1940)
Accounting Review Vol. 15 PP 2417

19
\ig)



A Budget Bureau was then created to provide him with technical

assistance.

2.3.2 Budgetary Control 1930 to date

The great economic depression of the 1930s and early
1940s served as an important turning point for budgetary
control process. During that period budgetary control which
was intitially conceived as a vehicle for enforcing legisla-
tive intent now became the vehicle for imposing executlve
intent on the agencies in implementing budgets, This situa-
tion was brought about as a result of projected revenue fal-
ling sharply below the expected (or budgeted) amount, These
revenue shortfalls compelled governments to reduce expendi-
ture below the amount appropriated by the legislature.
Executive peasures -also served to change the attitude of
budget holders towards treating appropriations as directives
or imvitation tc spend the full amount of what was approved,
rather than treating the same as a mere expenditure ceiling,
Such development can be seen in the attempt of people like
C. G. Daves, who in his capacity as the budget director

-

issued circulars setting forth proceedures for establishing ™

o

reserves and effecting savings on the budgeted amounts.
In a paper presented at the proceedings of National Tax
Association in 1932 Mark Gravggiﬁ%o was the budget director
of New York State expounded his philosophy of budgetary

contrel below as:

"It is not sufficient as I see the situation

(13)

Mark CGraves "state expenditure control". Proceeding of
the National Tax Association (USA) pp. 148-149
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to attempt to control expenditures entirely through instru-
mentality of the appropriate act... I maintain that it is
quite as important to control expenditure out of appropria-
tions as it is to exercise great care in making an appropri-
ation in the first instance ..., it is essential to have
vested authority to restrain the spending agencies. (14)
At the close of the 1930 this budgetary control tradition was firmly
entrenched in the public sector budgetary process.

In 1942 the United States Bureau of Budget created a section
of budgetary control within the fiscal budget department. Develop-
ment in the budgeting process resulted in the establishment of
budgetary control sector which was primarily concerned with the
budget execution at the overall levelffFThis section prepares and
submits monthly report of the state of approriations for the purpose
of determining the trends of the particular classes of obligations
or expenditures. It took note of all those references which

appear out of line and made recommendations for corrective action.

It was also empowered to study the relationships or obligations

A

for their effects upon the overall budgeting programme., As to théh

matters which affected budgetary control by Federal accounting and

TepOTLing, esesoerevrsovevenves

(14) Ibid (see p. 25)

(15) Burkhead, Allen (1956). Government Budgeting

John Wileand son Inc. New York U. S. America pp. 54



it was expected to collaborate with the Bureau of budget and

General Accounting Office to sort out any problems that may

"
¥

arise.

After the World War 11 ended most of the academiclans
in war time activities were released from these assignments.
They started gquestioning the rational behind the existing
traditional budgeting system which gives so much information
to the budget wusers about the items on which the money is to
be spent but nothing about what government intended to be
achieved, The Hoover Commission which was assigned with the
responsibility of critical examination of the existing tradi-
tional practices and made recommendation for better budgeting
system, came out in 1949 with the recommendation for the Per-
formance Budgeting system,

Performance Budget came about as a remedy to the short-
camings of the traditional budgeting system. Burkhead, in his
description of performance budgeting put it as "a classification
that emphasizes the things whi?h government does rather than the
things which government buys”.‘; . He goes further to give his
difinition of performance budget "as one which represents pur-
poses and objectives for which the funds are requested, the costs
of the programme proposes for achieving those objectives and
quantitative data measuring the accomplishments and work performed
under each programme." (48 From the above definition of perfor-

mance budget the following essential features can be found.

(16) Ibid (see p. 26)

(17) Ibid (see p. 26)
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l. Classification of budget in terms of functionms,
programme and activity,

2. Measurement of work done or out output provided,
although government programmes are not always
quantifiable.

3n Expression of the budget in a way which allows
a direct comparism between cost of funding and
work to be performed for each programme or activi-
Ty,

4, Menitoring of actual against budgeted cost and

performance{lby.

Under performance budgeting system budgetary control is not
only important but necessary due te the dual purpose the budget
is made tc serve. Both the inputs and outputs become subject of
control from the budget amount rather than just the revenue and
expenditure control as under the traditional system, but also
what is actually achieved by such expenditure whether the bud-
geted performances have been achieved roc not, and whether there
are sericus deviations from the planned performance or not.

Budgetary control under performance budgeting inveolves moni-
toring both budgeted cost and budgeted output, against the actual
cost and actual output. These will require the keeping of up to

date and sufficient records for the purpose of review of the

MY
Iy

achievement of the budget, to enable budget managers to isolate

the variance and take corrective action. This information

(18) Oshisami K. and Dean P.N. Op. c¢cit (see p. 2)



needs prompt reporting to the budget holders to avoild weakening the
budgetary control system.

In the 1960s & new budgeting system was further introduced
into the public sector financial management. Again, the U.S.A.
led this initiative in the capitalist world, This new system
was planning, programming and Budgeting system (FPBS). A
special condition for it being successfully implemented was availa-
bility of comprehensive and prompt statistical data. This makes
it less attractive for developing econcmies like Nigeria., The
idea behind PPBS is that, first the objectives of the governmental
policy must be identified and stated. Then the activities which
contributed to a common goal should be identified as a programme.
Within the overall goal, there will be sub goals and the activities
which contribute to these, are sub goals or sub programmes, However,
even in the developed countries such as the United States of America
difficulties are encountered in the full application of PPBS. In
many U. S, agencles the system has been discarded due to its diffi-
culties in operationalization., These difficulties include lack of
“reserves of skilled manpower, excellent statistical sources and
developed facilities for data storage and analysis.{ngTherefore

in under-developed countries with hardly enough resources, skilled

manpower and poor statilstical record keeping; PPBS can hardly be

=

i

practiced without some serious modifications and adaptationms.

(19) Ibid see p.28
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Budgetary Control System As Function of Budgetary Operatioms

In general, budgetary contrcl definitions have two
sections which needs to be further elaborated for the purpose
of better understanding of the topic. These are:-

(a) The establishment of budgets; and

(b) The application of budgets.

Budgetary control involves the establishment of budget which
involves the preparation of different aspects of budget like
budget preparation for revenue, production and budget centre
budget. The applicaticn of budget involves the control of
those budgets prepared and resultant remedial action that may

be taken.

The Establishment of Budgets

Budget is a financial and/or quantitative statement,
prepared prior to a defined period of time for the policy
to be pursued during the period. The establishment of budget
involves the preparation of the budget prior to a defined
period of time. Before it is ,repared, the objectives of
the policy to be pursued must be laid down and thereafter,

the budget becomes a policy statement based on money or

quantities,

o

Budget preparation: No precise time period is normally
given for the budget preparation, but it must be completed
well in advance of the period in which the budget will be
implemented, The period in most cases 1is that period of not
more than one calender year or operating cycle, but depending
on circumstances it could be of lesser or longer duration.

This could depend on the objectives to be pursued.



In preparation of a master budget three primary budgets are
required to be given attention first before preparation of the
over all budget. These are:-

(a) Revenue Budget;

(b) Output Budget; and

(c) Budget centre Budget.

These budgets need all the serious conmsiderations they deserve.
This 1s because of their lmportance in the success of the overall
budget of the organisatiom, 1t is preper to further discuss these
budgets, so as to have a better understanding of their signifi-
cance.

l. Revenue Budget:

It is concerned with the income that would be available for
financing the expenditure and reserves section of the budget.
It is very important in that the budget can hardly operate
successfully under faulty revenue estimates or forecasts.

It is very necessary that revenue should properly be fore-
casted as near the actual situatiocn as possible. Therefore
to have a rellable forecast the following should be taken

Q

4
~

4

inteo consideration,

(a) Analysis of the past revenue available to the public
sector. This gives the actual trend of the past
performance which is available for reliable forecast
of what would be very likely the situation in the
coming period.

(b) Forecast of the general economic conditions. The

econemic conditions would guide us tec what



we shall be expecting in the coming pericd.

(ec)

The level of resources, taxes and other
available sources of income.

Qutput Budget

In order to have a realistic budget, additional consider-
ation should be given to the following: the revenue poten-
tial, the cost and the output of each department. The
output capacity of each department is necessary for deter-
mining the level and quality of service provided.

Budget Centre Budget:

Budget centre 1s a section of organisation undertaking

defined activities for budgetary control. The budget is

prepared here con the basis of the forecasted revenue

which consists of:-

I, Work budget for which “he centre is responsible
shows the quantity and quality of material, labour

overhead expenses and work in progress.

]

Expenditure budget prepared based on the work budget ﬁ:
would show the expenditure is tc be inccurred in
carrying out the budgeted work, taking into consi-
deration the following classification:
(1) Factors of production;

(11) Quantity and costs;

(11i) Controllability; and

(iv) Variability,
By combining the budget of work and expenditure there can

be prepared what is in effect a budgeted operating state-

ment for each budget centre.



Production Factors Budget:

It is concerned with the

(a)

(a)

(c)

(d)

Materials, (b) Labour, (c) Capital and (d) Expenses.

Material budget consists of two parts:

(1) Material requirement budget which includes the total
quantity and estimated cost for materials required
during the plan period.

(2) Materials purchase Budget is arrived at after taking
into consideration the stock available, stock require-
ment to be built up, work in progress requirement,
storage space, economic order quantity, financial
resources available and prices to be paid,

Personnel (Labour) Budget - It is concerned with two

sub-budgets, They are:- (a) Personnel requirement

budget which shows the number of personmnel required for

each section, then quantity and quality of the set out

Mo

tasks in the budget. (b) The personnel engagement
budget shows any required addition to the existing per-
sonnel strength. It also includes training, new engage-
ments, quality and quantity of the non staff required
etc. in the budget period,

Capital investments (outlays) budget would show the re-
quirements of capital expenditure during the period taking
into consideration the long term requirement, the replace~
ments, financial resources available, period of maturity
and availability of the alternatives.

Expense Budgets - These are short term liabilities which

require cash or other resources within the



budget period to be paid out. This makes it necessary
for an expense budget to be carefully be planned and
properly forecasted to avoid running into cash flow
problems in the budget execution.

Quantity and Cost

For the purpose of better control, proper forecast should
be made of quantities of the inputs and outputs and their costs.

Controllability

There are controllable and uncontrollable ltems to the
budget centre, The Manager should take care of what he has
control over and those not controllable or partially control-

lable by him should be taken care of at the centre,

v,
v

Functional Budgets:

Functional budgets are prepared to show the summary of
the budget centre functions (e.g. Administration, Production ete).
The purpose of which i{s to provide an overall picture of the acti-
vities and costs of function. A functional budget is one which
relates to any of the functions of an undertaking.

Summary Budget/Master Budgec:

These are prepared to show the overall picture of the
budgets consisting of all budget centres in an organisation,
This is the Master Budget. The summary Budget shows the
summaries of the budget centres budget in detailed form, like

giving total figures for personnel wages, summary of the

total material requirement for the budget centre and so forth.
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budget period to be paid out. This makes it necessary
for an expense budget to be carefully be planned and
properly forecasted to avoid running into cash flow
problems in the budget execution.

Quantity and Cost

For the purpose of better control, proper forecast should
be made of quantities of the inputs and outputs and their costs.

Coutrollability

There are controllable and uncontrollable items to the
budget centre. The Manager should take care of what he has
control over and those not controllable or partially control-~
lable by him sheuld be taken care of at the centre.

Functicnal Budgets:

Functional budgets are prepared to show the summary of
the budget centre functions (e,g. Administration, Production Et%i-
The purpose of which is to provide an overall picture of the acg?—
vities and costs of function. A functional budget is one which
relates to any of the functions of an undertaking.

Summary Budgzet/Master Budget:

These are prepared to show the overall picture of the
budgets consisting of all budget centres in am organisation.
This is the Master Budget, The summary Budget shows the
summaries of the budget centres budget in detailed form, like
giving total figures for personnel wages, summary of the

total material requirement for the budget centre and so forth.



2,5.2

Application of Budgets

In the application of budgets attiention is given to
the control aspect of what is actually budgeted., The pro-
cess also gives attention to the setting of budgetary
control administration and revision of the budgeted amount
to conform with the actual situation. We are going to
start with control of production factors. .

The Control of Production Factors

To be effective, contrel should be excised at the earliest
possible stage, namely, the stage at which expenditure is
incurred on the purchase, engagement or hire of product-
ion factors, Control of the volume of expenditure is
essential to be sensitive to the requirements of the

budget centres which employ them. The information re-

o,
¥

quired for effective contrel should be provided on the »
following lines:
(1) Materials:

Purchase. The department responsible should receive

at a relatively short interval a statement of the

w

value of orders placed for each material or group

of materials.

Issue. The budget cetnre responsible for storage.
handling and control of materials should be provided
with information concefning material usage,

Usage. Material usage data is incorporated in the

statements provided to the budget centres which use

the materials,



2)

3)

4)

» 35 -

Personnel

Engagement and training - the department responsible for enga-
ging and training personnel should be informed regularly of the
personnel positions, numbers employed, engaged, sent to training,
left training, in training, left employment and so forth,

Capital Expenditure

Regular statements of the actual expenditure compared with bud-
geted amounts should regularly be made available.

Expenses

Commitments - Any substantial commitments for future items of
expenses should be shown on the statement provided to the cost
centres involved.

Cost = Cost of items of expenses are included in Dudget
centres statements.

The Control of Budget Centre:

ixed budget - It is designed to remain unchanged irrespective
of the level of activity and economic conditions.
Flexible budget - It is designed to change with the level of

activity actually attained, It chages with the level of pro-

duction.

Budgetary Control and Standard Costing:

Budgetary control and standard costing can be operated indepen-
dent of each other but to obtain the greatest benefits, both
should be operated simultanecusly. Budgetary control operates
to ensure that standard conditions are maintained, while stand-

ard cost operation is an additional test of performance and at

the same time provides all



other advantages over alternative methods of costing. Where
possible, flexible budgetary controls should be operated in
conjuction with standard costing.

Budgetary contrel is a predetermined plan in financial
terms to cover all phases of business activity and the opera-
tion of that plan in such a way that the anticipated objective
with minimum deviation from the actual is achieved., Standard
costing is a system of cost accounting which is designed to
show in detail how much each product should cost to produce
and to sell when an organisation is operating at a stated
level of efficiency and for a given volume of output (20).

A standard cost is a predetermined calculation of how much cost
from an assessment of the value of cost elements that correlate
technical specification and quantification of material, labour
and overhead costs, the prices and/or wages rates expected to
apply during the period in which the standard cost is intended
to be used (ICMA Terminology) (21).

The standard cost can be further simplified to mean a
schedule of estimated costs which are based upon definite
engineering specifications for quantity, standard and forecast
of future market trends for price standards with fixed allowance
expressed in money for Labour, material and overhead for an
estimated quantity of out put for each phase of activity during

a definite pericd of tima.

Both budgetary control and standard costing are

(20) J. Batty: Standard Costing, 4th Edition ELBS p.9

(21) Ibid
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necessary tools for achieving as near as possible the
objectives set down by the budget. However, to succeed,
it must be a realistic as possible to get necessary
co-operation from the employees. Their participating in
setting both standards and budget ls necessary. This
would make them internalize the budget goals as their
own rather than imposition from the above.

The Budget Revision:

The Machinery for revision of budget should be set for sound
budgetary control to take care of any situation that may
warrant such event, For control to be effective budget
should take into consideration the existing situation as it
affects the budget. Therefore the budget should be reviewed
frequently whenever there are considerable changes in the
existing environment in which the budget operates. In flexi-
ble budgets revision is almost automatic.

In organisations that operate both budgetary control and
standard costing simultanecusly, the standards are based
on the budget whenever the budget is revised, standard

costs are reviged to accord with the revised budgets.

Budgetary Control Administration

The Chief Executive

Budgetary control as an instrument of management, for
effective control of the budgetary process and imple-
mentaticn in an organisation, must be responsible to
the Chief Executive of the organisation. Where the
budgetary comntrol has the support of the chief

executive, managers under him are more likely to
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co-operate fully and place more reliance on budgetary
control than if the organisation were of the responsi-
bility of the lesser executilve.

The chief executive bears the respomsibility for
the effectiveness of budgetary control, but the detail
preparation and administration of such control is dele-
gated to subordinate centres of functional responsibi-
lity. These centres include the budget committee, the
budget officer and the budget centre managers.

The Budget Committee

This is a body established in an organisation comprising

the chief executive as the chairman or any other person

appointed to represent him on his authority. The budget

officers serves as a secretary and budget centre managers

as members or persons appointed to represent them, Their

functions include the following:-

(1) To receive instructions concerning the policy to
be followed.

(2) To receive and scrutinize all budgets in the light
of the policy instructions received,

(3) To decide the detailed policy to be followed,

(4) To make suggestions for budget revision.

(5) To approve finally the revised budget.

(6) To recelve and deal with budget and actual
comparision statement.

(7) To recommend action to be taken by managers.

The recommendation of the budget committee 1s not final

but only of advisory nature, but the decision of the
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chief executive is final. Therefore these recommendations
become a policy which only when accepted by the chief execu-
tives,

The democratic nature of the budget committee makes it
more likely for the budget to succeed during implementation,
This 1s because the interest of those implementing the bud-
get 1s aroused if the budget 1s seen as their own product
rather than an imposition from the top. Also, by discussing
issues outside their own sphere of interest the budget commit-
tee members have the opportunity at widening their horizonms.
This enables them to take a less restricted and parochial
view of the aims and activities of the other divisionms,

2,6,3 Budget Officer

The budget officer, whether called budget director
or controller should be directly responsible to the
chief executive., In large organisations he is only
concerned with budgetary control administration. But
in small organisations he could be accountant or cost
accountant. The responsibilities of the budget officer
include the following:-

(1) To act as a secretary to the budget committee;

(2) To prepare the budget programme;

{(3) To issue budget instructions in accordance with
the budget programmes;

(4) To receive and provide to managers historical

data and analysis of the historical data;

(5) To receive, scrutinize and discuss with managers

detailed budgets;
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(6) To prepare summary budget; and
(7) To review the budget manual regularly and make
such modifications to it as are necessary to improve
the administration of budgetary control.

2,6.4 The Budget Centre Mangers

The preparation of budget starts from the budget
centres. These budget centre, budgets build up to
make the master budget for the organisation as an enti-
ty. Therefore, successful implementation of the budget
depends on the participation of these managers, as they
are directly involved in implementation of the budget,

2:.6,5 The Budget Manual

The budget manual i1s a document which sets out the rules
and responsibilities of persons engaged in routine imple-
mentation of the budget, Manuals are prepared in detail as
records required for budgetary control. Therefore when
devising a system of budgetary control it is necessary
to record all necessary details in a document of this
sort so that routine checking can be effectively done.
From the foregoing discussion, we may say that
budgetary accounting is an important tool for public
sector financial management, The budgetary control
aspect of budgetary accounting takes precedence over
the rest in that it has introduced the human element.

Control has to be exercised by somebody for it to be

effective.



2.7 Budgetary Control in Nigeria

Due to colonial background of the fimancial history of
Nigeria, the budgeting system in operation is not self evol=-
ved, but rather imposed on Nigeria by the colonial adminis-
tration of Britain. As a result, the budgetary control
system in operation is that of the British crown. In the
financial year of 1958/59, that is, on the eve of indepen-
dence, the budget presented by First Nigeriaﬁ Minister of
Finance Chief. F. S. Okotiebo, he highlighted the problems
of the budget which seriously questioned the control aspects
of the budget. In his words: "Too often do we find that
people who are most careful in the use of their own money

(223 and

w(23)

are too willing to see public money frittered away
he went further to call for "Value for money expenditure

From 1958 tec 1966 when the military first tasted the
sweetness of political power and therefore unwilling to
leave, the system of budgeting in operation has not been
changed from the west-minister or parliamentary type. In
that system, the Prime Minister is the Chief Executive as
well as member of the House. This dual role limits the
powers of the house to question the excesses of the execu-
tive arm of the government.

During the Military regime which started from January
15¢h 1966 to October lst, 1979, when power was handed over
to civilian administration, the executive and legislative

powers were vested in the Head of State, a Military officer.

[ o8]
]
—

Okotiebo, F. S. (1958) Federal Government Budget,
1958/59, Lagos, Nigeria pp.l-5

(23) TIbid



He was absolute in his roles. He was the Chief Executive
as well as the Head of the executive council, Under such
circumstances nobody could check the excesses of the
Chief Executive. The Military did not set up the necessary
machinery for accountability despite the fact that they
cited lack of accountability as one of the reascons to
justify their taking over of power,

Although the 1979 constitution opted for the executive

presidency where the executive as well as the legislature
are separated (sections 74-78 and 112-116 of 1979 consti-
tution) the politicians disregarded these constitutional

provisions thereby rendering the constitution in-effective

and hence lack of accountability resulted,

As a result the Military again came to the '"rescue"
of Nigerian State on the 31/12/83, and they have been in
power since then. They justified thelr come back to power
on these civilians misdeeds including corruption, misappro-
priation and reckless gpendings. Yet they have done nothing
to change the existing budgetary control system, Here bud-
getary control is mainly bestored on the chief executive but
there are no correspending legislstive provisions to check
this excesses,

One may be tempted to assign this controlling role to
the executive councils of the states and federal executive
ceuncil, but they are chocsen by the chief executives them-
selves. Therefore the position of an executive council member
depending on the executive needing his services, makes it

difficult for him tc exercise any effective check on the
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governor or president and commander-in-chief. The electorate
cannot demand for an account of a regime's stewardship because
the military was not elected by them in the first place,
However, an interesting item concerning budgetary control
was included in the Bauchi State Budget of 1985. The then
Military Governor characterized the previocus budgets as those
that lacked any regard for planning (and control)(ZA). He said
of the 1985 budget that ",.,..all accounting officers must
ensure that their monthly expenditures are within the cash

flow allocation rather than budgetary provision" (2%)

This he
sald was to keep expenditure within the available resources
rather than merely on approved amounts in the budget,

The budgetary control measures of Bauchi State Urban
Utilicies Board despite being a corporate entity, is not
different from those being operated in the main public service,
In the oil boom period, that is, between 1978 to early 1983,
budgetary provisions meant a licence to spend money to the
maximum amount approved in the budget. But the current econo-
mic crises has made the Board to limit its spending to the
allocations made by the cash flow committee., This committee
is composed of all the heads of departments controlling various

votes in the budget.

(24) Sanl Sami (1585) Bauchi State Budget, Government

Printer, Bauchi, Nigeria. pp.5=7

(25) Ibid
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On the whole, we have seen the development and separation
of powers in both the executive and legislative arms of the govern-
ment in Westerm ‘i'h”ld. ‘This development was later to lead to
control being exercised solely by the executive on budget
rather than the legislature contrelling the executilve arms of
the government, In the Nigerian case not much else can be said
due to the fact that it is only as recently as 1985 that the
executive saw the need for the implementation of budgetary

control measures,



CHAPTER THREETE

RESEARCH METHODOLOGY

3.1 Method Adopted:

This research was under taken with the sole aim of
proving or disproving some earlier stated hypothesis set

in the introductory chapter, Laid down research rules,

regulations and proceedures have been employed to arrive

at the reliable informaticn in this thesis, Being more

scientific than the other wmethods, structured question-

naires were used for data collection. This method has many
advantages among which include the following:=-

(a) Standardised approach to interview which permits
scientific generalisations teo be made from the data
obtained,

(b) Focus the attention and answers of the interviewee
of the requirement of the interview questions.

(¢) Time saving in data collection due to the fact
that answers tc questions are set down in the
questionnaires,

(d) Using structured questionnaire in conducting a study
serves to limit personal bias in answering Qquestions.
As the respondent is only asked to pick from set

answers.(l)

Due to the fact that the budgetary process needs some
varying level of exposure to the persons interviewed, the

Author subdivided the sample population into two strata for

the questionnaire administration. They are those in top level

(1) Ndagl J. 0. (1984) Essentials of Research Methodolopy

for Nigerian Educators. University Press Limited, Ibagan,

Nigeria, p., 58
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positions in the public sector (Chief Executives and top level
Managers) then any other officer not in the first category.

Questionnaire (A) was mainly concerned with the question
of policy, preparation and implementation of budgets which
apart from the need for some level of formal education, there
was also need for on the job experience and exposure to different
aspects of budgetary process and Administratlon which enable
respondents to give reliable information. This factor above
made the author to limit the administration te the Chief
Executive and other members in top management positions. In
the table 3.1. below features the breakdown of group of top
management staff on whom the questionnaires were administered.

Table 3.1 TOP MANAGEMENT STAFF INTERVIEWED

QUESTIONNAIRE &

§/NO POPULATION SAMPLED SAMPLE SIZE RESPONDENT ;gg;ONSE
1. Directors General 10 9 1
2i General Manager/Chief

Executives 3 2 1

3. Economic Planning Officers 3 3 0
4, Assistant General Managers 5 3 2
3. Accountant Generazl L 1 0
6. Chief Accountants/Auditors 5 3 z
i Chief Engineers 3 ¥ 2
8. Production Manager - - -
9. Government Printer 1 l 0
10. Area Manager 3 1 2
TOTAL 34 25 9

Source: Result of Administered Questionnaire.
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Questionnaire 'B', is directed towards finding the effective-
ness of the control process, preparation and operation of the budget ~
in Bauchi Utilities Board so as to meet up the daily operations of
an organisation. This information can be found readily from the
line managers and staff of non management category. Also table 3.2
below gives the breakdown of the group of other staff on whom the
questionnaire was administered.

TABLE 3.2

LINE MANAGERS AND NON MANAGEMENT STAFF INTERVIEWED
QUESTIONNAIRE B,

S/NO POPULATION SAMPLED SAMPLE SIZE RESPONSE NON RESPONSE
1. Accountants 10 7 3
2, Executive Officers 15 14 1
3. Stores Officers 9 9 -
4, Store Keepers 6 6 -
5. Administrative Cfficers 10 10 -
6. Area Managers 5 4 1
Ts Medical Officers/Nurse 5 1 4
8. Social Development Qfficers 3 l 4
9. Tax Inspectors 5 1 4
10, Engineers/Tech, Qfficers 10 10 -
11, Clerical Officers 2 2 -
TOTAL === R2

r4
R s i e 2 2 b Fod 3

The method adopted in administering this questionnaire is
the stratified random sampling process. The population for this
study was the public sector employees in the service of Bauchi

State Government. In Public service (government) there was a
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scheme of service in operation which determines an officer's respon-
sibility according to the position held in the service. To be
involved in the budgeting process one has t¢c be at least on posi-
tion not below grade Level 13, Any Officer below such a level is
only restricted to the day to day budget operations and control,
Therefore, questionnaire A was restricted to those not below
grade level 13. The sub=-population on which questionnaire
B was administered was large. Therefore, questionnaires
were aistributed te 30 persons  on simple
random sample basis, 25.» responded and 9 did not respond.
In B category the populatiun was further sub-divided according
to Ministries and Boards. The respondente were then randomly
chosen from their board or the relevant Ministry's staff list.

3.2 Administration of Questionnaires

The administration of these questionnaires began with staff
of the Bauchi State Urban Utilities Board with the Chief Executive
of the board coming first, and Assistant General Managers and
Area Managers in that order. The board for administrative conve-
nience is made up of headquarters and three area offices in Bauchi,
Azare and Gombe that take care of Urban Centres of the state.

Other members of staff down the hierarchy were then selected (at
leaset one from each department stratum) for the administration of
questionnaire.

In the administration of the questionnaire to the ministries
and other boards, the fcllowing pattern was adopted, The Director-
General and Chief Executives of these establishments were served
guestionnaires A. For questicnnaires B all ministries and boards
were listed; then the questionnaires administered were then

divided on proportionate basis. From the gtaff list for each
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ministry or department, simple random sampling was used in
choosing the respondents from these establishment. Another
factor taken into consideration in selecting respondents was
the display of rudimentary knowledge of the day to day opera-
tions of the organisations selected. This was with the aim of
limiting the use of guess-work or uniformed answers which would
affect the quality cf data or even render the study inreliable
in the sence ¢of not being able to establish our findings scien-
tifically,

3.3 Methods of Questionnaire Administration

(S

The questicnnaire was drawn up with the sole intention
of getting the opinion of many pecple over wide areas and from
respondents of different status, positions, rank, sex and so
forth.

This it is believed, would give a wider view and enable
us to arrive at reliable results. There are at least three (3)
ways of administering a questionnaire. They include the follow-
ing:-

(1) Through mailing (posting)

(2) Through telephone

(3) Through direct contact

3.3.1 Mailing

Postal Services if efficient will help in reaching many
people over scattered areas cheaply and faster, Questicnnaires
under this condition reach people faster but the response to
them is very low, In Nigeria where the postal services are
still far from being efficient, there is every likely-hood
for the questionnaires not reaching their destination in

reasconable time or even not reaching
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at all. This study did not make use of the postal facility,
Since the study is based on Bauchi Public sector, the
sample population was adequately covered using personal con-
tact,
3.3.2 Telephone

The use of telephone is also very important in reaching

various respondents when time is very much a limiting

factor. But this system of conducting interview is
very difficult in developing countries such as Nigeria,

For even metropolitan towns where these services

(telephone) are available, there are problems of in-

efficient and in most cases faulty system., These are

as a result of many factors which militate against
efficiency. They include:-

(a) Lack of maintenance of these telephone lines,

(b) The attitude of these employees,

(¢) Telephone lines are tempered with through theft

of cable etc.

(d) High cost of telephone tarrifs and erratic

telephone services,

These problems make the telephone call very difficult
because getting a call through in Nigeria is not easy, But
even on the assumption of being efficient, conducting an in-
terview through telephone has various short comings like lack
of establishment of necessary rapport between the interviewer
and the respondent, Sensitive questions are avoided, the
respondent may even refuse to answer questions at all. There-

fore, due to problems above, this study did not make use of

this facility also.



3.3.3. Direct Contact

Direct caontact or personal call is the imstance where
the interviewer meets the respondents directly, (or
personnaly). In this instances fewer biased responses
or refusals occur. This makes it possible for the
interviewer to explain the purpose and significance

of the study, explain points, answers, questions and
motivate respondents to answer questions fully and

truthfully, Another advantages in 'direct contact' is that

the questionnaires are responded to by the person directly meant
for that matter than refering the questions to

a junior officer under him like his secretary or

clerk,

In conducting this research the direct call method of
administering questionnaires although more expensive

and time consuming was extensively used due to its
supericrity to the other two methods above. The author
personnaly undertock the interview of the respondents
directly, There he had the opportunity of meeting a
variety of people with different dispositions, who in

some cases were friendly while others were hard nuts

to crack and therefore, diplomacy and persuasive skills
were used in extracting the necessary information,

By undertaking direct calls,he had the opportunity of est-
ablishing the necessary rapport which is very invaluable
in the conduct of the research and obtaining the informa-
tion, Due to this relaticnship some respondents even gave
more detailed explanations on issues raised, This greatly

enriched the data collected for this study.
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The research started with the civil servants (public
servants) in the Headquarters that is Bauchi. This involved
calling at the offices of the various respondents and explain-
ing any problem that may arise in answering these questions
and so f;rth. Those not in the state Capital were interviewed
through personal calls, But others not interviewed perscnal-
ly were handed the forms through some reliable contact to
£111 in the questionnaires and return within the period

they were asked to do so.

3.4 Method cf Choice of Repondents

As mentloned earlier the method adopted in this
study is stratified random sampling. This method is the pro-
cess of dividing a population into strata or sub-populations
sampling randomly within each stratum, In the choise of
respondents some basic characteristics relevant to the vali-
dity of the research findings were taken into consideraction.
These were the level of responsibility of the person in the
service. To us, level is relevant to the respondent's ability
and exposure to practical aspects of budgeting and its opera-
tion (1). In this study the populaticn is divided into two
sub-populations and simple random sampling was applied to

each stratum, RAS ' IR

The level of responsibility detarmine;ﬂ:;;‘gzgggagﬂ'
ability to understand the budgeting process in the public
sector. Although the common man in the street could talk
of a budget but he can hardly say what precisely a budget
is and how it operates,

The study consists of two sets of different but related

questionnaires. Questionnaires A and B. The gquestions set

@) Ndagi J. 0, Op. cit. (see P. t,@
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were intended for different strata of the population., There-
fore 1in choosing the respondents care is taken that the
questionnaire meant for a stratum was restricted to that
stratum concerned and mixing up of the two was as much as
possible avoided.

Making choice of respondents for questionnaire ‘A’
did not pose much of a problem in that the person in A
stratum were few due to the fact they were mostly in the
executive and top managerial levels, Since they were few
(Directors General and General Managers) they were directly
interviewed whenever accessible,

The respondents for questionnaires B category involve
all other staff not in top level management., The population
here wasfairly very large making random sampling of the
respondents a necessity., The resources, time, other factors
which would make it possible to interview all the employees of
public service were not availabie. Therefore, respondents in ghis
category were further sub~divided according to ministries and
Boards, After this division, a proportionate number of copies of

questionnaires were allocated to them, using the staff 1list.
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C H A P T E R -

DATA PRESENTATION AND ANALYSIS

4,1 INTRODUCTION:

This chapter deals with the presentation of data
and analysis of the same, How yuestionnaires A and B were

administered on the population in Bauchi State Public

Sector was described in detail in chapter three above.

4,2 QUESTIONNAIRE A:

4,2.1 BUDGET ESTIMATES:

PRESENTATION:

To find out how budget estimates are arrived at the follo-

wing results were obtained as stated in the table given

below;~-
TABLE 4,1
S/NO. | CRETERIA | NO. OF PERSONS ERESPONSES Z
1. Past Ferformance 6 E 24
2. Past Estimates 5 20
3. Guess Work 0 0
4, | Established Rules 10 |40
3. All of the above I 6 24
ANALYSIS:

Chapter 5, section 0501 of Bauchi State financial instruc-
tions said that "capital estimates are prepared in accordance
with the hand book on development plans and control estima=-

tes, The recurrent estimates are prepared as set out below,
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The instructions given in this chapter may be modified, or
added to by the annual call circular issued by the Ministry of
Finance to initiate the preparation of budget estimates."”

This section is explicit as regards to the preparation of
budget estimates., Estimates are not therefore based entirely
on guesswork., That was why none of the respondents indicated
guesswork as the only factor in budget preparation. Therefore
the question scored zero percent (0%).

Going by the Financial Instructions quotation, budget
estimate were based on established rules, which give clear guide-
lines on how the budget 1s prepared., That is why majority of
the respondents (made of up to forty percent) believe that budget
estimates were arrived at using only established standards.

Although there were established rules for preparing budget
estimates room for perscnal initiatives exists as the budget is
not a mechanical machinery whereby we only fit in the parts. So
in arriving at the estimates, past performances .was also taken
into consideration, likewise past estimates serve as a pointer
of what events the coming budget is likely to feature. And there
are events which are beyond human prediction and in such instan-
ces guess work has to be applied.

This explains the reason for twenty four percent of the
respondents believing that budget estimates are product of
past performance, past estimates, guess work and established

standards (all the factors included in the questicns).



UTILITIES BCARD:

In Utilities Board estimates are arrived at using all of the
above mentioned factores, that is, past performance, past
estimates, guess work and established standard.

4.2.2 PREPARATION

TABLE 4.2
RESPONSIBILITY FOR
f )
S/NO  pREPARATION OF BUDGET N3, OF FERG0NS x
1. Accountants only 0 0z
2. The departmental Head 10 40
3. Entire Organisation 7 28
4, All of the above 6 24
5, Undecided 2 8
ANALYSIS:

In the public sector, budget preparation is the responsibility
of various vote-book holders. This is in accordance with
chapter 5.504 of the financial instructions which states that
"Advance proposals and D raft estimates (Budget estimates)
will be prepared by the Accounting Officers for Expenditure
Boad .osecseese This is interpreted to mean head of
Departments (or Directors). This fact explains the forty per-
cent vote for budget preparation as the responsibility of
Heads of Departments,

Although twenty eight per cent said the entire members
of the organisation are responsible for budget preparation,
this is not so in practice., The same chapter 5.04 paragraph
2 of the Financial Institution only stated that "..vevees
Officers must arrange to collect such information (required

for the budget) in time to submit their proposals when due ...,



-57 -

This section does not place responsibility for preparation
of budget on the entire organisation but supplying informa-
tion that would only facilitate preparation of the same.

Budget preparation is not the responsibility of
Accountants only since the Acccounting officer (chief execu-
tive) can delegate the budget responsibility to any officer
deemed competent., So there is no consideration for formal
training of the individual sc assigned, because budgets
are merely reproduction of the previous years with little or
no modification. That is why the question scored zero
percent,

UTILITIES BOARD:

Budget preparation is based on the guidelines contained in

the financial Instructions chapter 5,504 as stated above,

4.2.3 BUDGET POLICIES

PRESENTATION:

In response to the question on the existence of
policies in government budgets the over whelming majority
of 23 persons or ninety twc percent responded in the
affirmative while 2 persons or eight percent were unde-
cided,

ANALYSTS:

The public sector budgets were normally expressions
of the policies of the party in power (whether civilian
or military) in quantitative and monetary terms. Both
civilian and military politicians have some specific

policies they normally implement during their tenures.



- 58 «

Civilians' policies are largely derived from party manifestoes
while for wilitary, their coup wanifestos often contain inten-
ded policies. These policies for each year are stated in the
annual call circular issued by Ministry of Finance to various
Ministries and departments, This fact explains why an
overwhelming majority ninety two percent of the respondents
believe that there exlst pclicies governing Budgets, The
eight percent of the respondents who were undecided could be
attributed to the fact that government policies are often not

clearly stated in the budgets. They are only implied.

6.2.4 ORGANISATIONAL GOALS
S/No. NO OF GOALS g RESPONSES
s One sgpecific goal 5 20%
2, One goal with subgoals 4 16

. Many goals 15 52

4, Undecided 3 12

ANALYSIS

To properly implement policies, government is divided into
ministries. These ministries are assigned goal/s for example,
Works, Agriculture, Finance, Information and Culture. The
goals assigned are further subdivided into subgoals some are
of higher priority. Therefore their achievement is considered
vital to the attainment of major governmental goals, These
are separated from the direct conySl and supervision of the
main ministries and set up as extra governmental bodies called
parastatals with their different Boards and managements. The
Bauchi state Urban Utilities Beard, under the Ministry of Works
the Hospital Management Board, under the ministry of Health

are some examples.
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The majority fifty two percent of the respondents are of
the view that government has many goals, There are those whe
believe that the public sector has only one goal i.e. to serve
people. These made up twenty percent of the respondents. The
total of twelve percent had no opinion. This could be due to
the fact that government goals and subgoals are not always
clearly stated in budgets nor are they understood,

Goals are important for the survival of any organisatiom.
They are cohesive factors which bind the organisation and pre-
vent it from disintegrating. But alsc in the public sector
depite the existence of many goals, the budget is in most cases
not the entire reflection of these goals. This could be one
of the causes of our political instability and social malesise
called curruption, If budgets were based on goals for instance,
the populace would be satisfied as their yearnings would be
satiated to tolarable limits and the need for comstant Military
coups would not be present, lso the monster of corruption
and abuse of office would be very minimal as the public officers
must relate all expenditure to the goals and targets set by the
organisations and reflected in budgets and not merely to ex-
haust voted figures,

UTILITIES BOARD:

Provision of portable water, planned environment and
infrastructure are important subgoals, of Ministry of Works.
Their achievement would greatly facilitate the achievement
of the main goals of the ministry. Therefore to ensure the
achievement of the sub-goals above, the Utilities Board
was separated to ease the stiffling Bureaucratic Bottle

necks of the Ministry.



4.2.5 TARGET SETTING

PRESENTATION

The respense on question of setting targets to achieve

goals was as follows: 23 persons or ninety two percent were
of the opinion that targets are set, while zero percent said

no targets are set, and 2 persons or eight percent were undecided

ANALYSIS

Targets are desired for performance. They are frequent-
ly used as a means for motivating individual managers and
employees. In this sence, set targets induce active and
possibly pressured organisational atmosphere which it is
believed result in higher levels of performance within the
organlsation"{1} In the public sector budget, this situa-
tion of target setting to stimulate hard work hardly exist
except on rare occassions. This 1s because the public ser-
vice 1is concerned with maintenance of projects rather than
execution of the same. Projects were awarded to contractors
who undertake to do the job. 1t was on exceptional cases
direct labour is employed.

Targets were not set apart from the budget itself which
i3 supposed ftc operate within one year, Therefores responses
here cannot be given valid interpretation.

UTILITIES BOARD

Targets except occassionally to meet some not SO recur-
ring emergencles like direct orders from the governcr to comp-

lete certain projects are not set here,

(1) Hopwood, Anthony. Accounting and Human Behaviour., Prantice

Hall, Contemporary Topics in Acccunt Series, Englewcod Cliffs,

New Jersey, U. S, of America 1976 p. 54,
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G/ FIGURE 4.1 Reward For Achieving Targets
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SOURCE: FIELD SURVEY



ANALYSIS:

Expenditure Head and sub-heads in public sector are no
more than provisions fixing maximum amounts to be collected
or expended on each Head and sub-head. They are not targets.
Therefore spending within budgetary allocation does not
necessarily mean achieving of targets. In this light, the
responses above cannot be given valid interpretation.

UTILITIES BOARD:

Targets are not set here except for certain emergencies
projects must be completed in stated periods of time. Even in
these cases the Targets are set for contractors not the employees.
In this light, the question of rewards does not arise.

PRESENTATION

TABLE 4.4

DISCIPLINARY ACTION FOR LAPSES

) . NC., OF GOALS NO. OF TARGET
S/NO TYPE OF SANCTION PERSONS 7 PERSONS 2
1, Warning 13 52% 13 52%
- Reprimand b 24% 7 287
Je Demction 3 12% 2 8%
4, Dismissal 3 127 1l &%
S. Nene of the above 7 28% 3 12%

-_'_'-""‘—‘h—-_
ANALYSIS KAS T ——
S —— ARY |

Failure to achieve goals and targets 1s a very serious
lapse which can even lead organisations to premature death, But
in public sector achievements of goals are not given the seriocus

attention they deserve., The emphasis is not on how much organi-
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sational goals are achieved but on financial accountability
and value for money audit 1s not practiced. As a result
accounting officers expend money within the Budgetary Allo~-
cation following government rules and regulations governing
financial management, Conformity to these rules is regarded
as an end in itself at the expense of organisational goals.
Only failure to follow the laid down rules attract sanctionms,
That is why twenty eight percent said no any sanctions

should be applied for lapses,

Appointment to the position of chief executive in most
cases is determined by vested interest, politics, sectionaliswm,
with merit playing a secondary role., The officer so appointed
therefore has some level of protection, He may fail in
achieving the goals of his organisation but these interests
may give him protection from serious d¢sciplinary action,
That's why fifty two percent of respondents said that failure
to achieve organisational goals attracts only warnings while
twelve in each case endorsed demotion and dismissal respec-
tively.,

Since the practice of setting targets is absent in
public sector the responses on target cannot be adequately
interpreted.

UTILITIES BOARD;

No any chief executive or lower officer of Utilities
Board has ever been disciplined within the period of this
study for failure to achieve set goals., But there were

cases of detention for financial impropriety. For instance in
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1984, two General Managers and many Principal officers were

detained on the basis of financial impropriety.

6,2,6

BUDGET

PERFORMANCE BUDGET

PRESENTATION:

On the question of existence of budget performance
budget in Ministries, the responses are in three cate-
gories, The first being the majority of eighty four
percent said yes to performance budget while eight
percent or 2 votes said 'no' and eight percent or 2
votes said 'no idea’'.

ANALYSIS

Although the majority of eighty four percent said
that performance budget exists, this is not so, because
the practice here is traditional line-items expenditure
system, Therefore these responses cannot be given

valid interpretation,

UTILITIES BOARD

The Budget here is based on line-items of expendi-
ture (traditional Budgeting) system. Therefore no per-
formance budget is in operation in the budgetary system
of the Bauchi State Urban Ucilities Board.

PERFORMANCE MEASUREMENT MACHINERY

PRESENTATION

The majority 15 persons OF sixty percent said there
was a budget performance measurement machinery. However,
in this respect & High percentage of thirty two percent
or B persons said there was nc such machinery, while

eight percent or 2 persons were undecided.
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ANALYSIS

Performance budget is not in operation here., The-
refore no budgetary performance measurement machinery can
reasonably be said to exist, The sixty percent respon-
ses may be due to valuatleor certificates issued to cont-
ractors at various stages of their contract execution
to determine what payment was due to them, Thirty two
percent did understand the gquestion, because performance
measurement apart from the one above is absent from the
public sector,

UTILITIES BOARD

There is no budget performance measurement machinery
but rather measurement is directed to projects mainly to
know what is due to the contractor for purpose of making
payments,

FORMAL STANDARD

PRESENTATION

On responses to the question of formal standards
the following results were recorded: 15 persons or
607 responded "Yes" to the establishment of formal
standard, 5 persons or 20% said "No" while another

5 perscns or 20% abstained.

ANALYSIS

Going by the definition of standards by Batty as

"a predetermined measure relating to labour or Qver-

head",
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There were hardly any standards since these were non exis-
tent in public sector budgets. Only what is to be expended
and what to be received as revenue are stated. And no
targets are established., Although sixty percent responded
positively, the responses cannot be relied upon for scien-
tific interpretation. This is because they dcn't know what
standards are. This alsc explains why up to twenty were
undecided; the remeining 207 respocndent who said no are of
course right. No standarde ewvist except expenditure limits

which are established ir public sector budgeting systems.
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RESPONSIBILITY FOR SETTING STANDARDS

PRESENTATION

Responsibility for setting standarde according to

the sampled population is as followe:i~

B

/N0 RESPONSIBILITY FOR SETTING RO CF PERSONS PERCENTAGE

STANDARDS 4
a) Board Members 7 persons 28%
b) Chief Executive 6 persons 247

c) Standard set with the active
participation of line
Managers 6 persons 24%

ANALYSIS

Both the Board and Management have responsibility for
setting standards depending on the level of performance, But
the responses here cannot be interpreted because standard
setting is not practiced, And no any government guidelines
to that effect exist, Personal initiatives are normally not
welcome but conformity to laid down rules is emphasized.

UTILITIES EOARD

Since there 1s no feormal standard and rules such prac-
tice is not there. Nc any person or group are assigned
this responsibility of setting formal standards,

STANDARD SET REALISTIC OR UNREALISTIC

PRESENTATION

A total of 19 person or seventy six percent said standards
set are realistic, while zero percent said the standards were

unrealistic and 6 persons or 24% were undecided.



ANALYSIS

The responses of the majority seventy five percent
that standards set are realistic was wrong. In this case,
therefore, the seventy six percent response about realistic
goals can only be explained by fear of being described as
disloyal by top management.

The twenty four percent who abstained from voting did
do with the full knowledge that there are no formal standards.

Therefore the question of realistic or unrealistic standard

473710

No formal standards have been established.

does not arise,.

UTILITIES BOARD

BUDGET HOLDERS AUTHORISED TO SPEND THE VOTE FULLY

On the question of whether budget holders have powers
of spending their vote fully attracted the following results:-
19 persons or seventy six percent said budget holders are
authorised to spend their vote fully, while 4 persons o
sixteen percent said 'no' and 2 persons or eight percent did
not respond.
ANALYSTS

The trend during the period of this study which was 1978
to 1987 fall into two distinct categories coinciding with
1978-83 and 1984-1987 periods. This was due to the major
economic events which resulted in the army returning to
power after the 1979 handing over of power to civilians.
The return of the military in 1979 was due to civilian
unrestricted expenditure and treating budget as a licence

for irresponsible spending that between the period 1978 to
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1983, This was the period when the necessary budget discipline
was absent. Only the oil glut of early 1980s which seriously
affected the Nigerian economy brought about some restraints
on spending before the oil glut therefore votes assigned to
budget holders were spent fully. There was even last minute
rush to spend unfinished vote book allocations. This trend
has continued in some cases tc date. That explains the rea-
son why the seventy six percent of respondents believe that
votes are authorised to be wholly spent,

However, with the coming back to power of the Military,
1984 to 1987, with their "consulting Clinic" manifestc, they
introduced one of the important elements of budgetary control.
That is despite the approval of the estimates, expenditures
to be incurred con these heads, have to be backed with funds
allocation normally released by the state cash {low commitee,
This has put a stop to the habit of treating estimates as a
licence to spend., This was started in the Bauchl State Budget
of 1985, by then the Military Governor, Brigadier (Now Major-
General) Sani Sami, Persons aware of this limitation were
not many in the public service now, that's why only 16% voted
yes to this questicn,

Those 8% who refused to take a stand are of the belief
that the question is restrictive and therefore difficult to
answer, But the guestion is very plain, may be due to not

having enough knowledge of budgeting techniques.
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UTILITIES BOARD:

During the same period of 1978-1983, the budgel estimates
were regarded as a licence to spend up to the limit set in the
estimate rather than just a gulde to expenditure and as a
planning tocl, With the coming back of the Military, between
1984 to 1987, the trend was reversed by the limiting of expen-
diture to only what was approved and backed by fund allocation
for that purpose,

WHETHER QVER-SPENDING BUDGET ATTRACTS SERIOUS SANCTION

PRESENTATION:

A large majority of 20 perscns or eighty percent believe
that cover-spending budgeted amounts attract serious sanc-
tions. While three persons or twelve and a half percent
said no sanction are applied and two persons or eight
percent were undecided.

ANALYSIS

According to chapter 4, section 1432 of the financial
instructions, Yany unauthcrised excess on a sub-head must
recelve covering approval ¢r be refunded by the officer
responsible for incurring it, where the covering approval
has nect been given. An Accounting Officer should also,
when appropriate, take disciplinary action, which includes
a surcharge agalinst the officer"”, Therefore over-spending
budget attracts seriocus sanction that is why eighty percent
of the respondents replied the question in the affirma-

tive,
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The twelve percent who responded negatively may be due
to the fact that such occurances are remote and budgets are
inflated beyond proportions making expenditures easily accom-

modated without breaching the upper limits set.
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Shop floor managers only control materials for immediate con-~
sumption, so only fifteen percent of the respondents voted yes
that usage control were their responsibility.

According to chapter 31 section 3101 of financial regu-
lations (Revised) of the Federal Republic of Nigeria 1976,
store is defined to include "...+4v4.v.all movable properties
purchased from public funds or otherwise acquired by the
government.," So among the responsibilities of the chief store
officer are:~
(1) Checking, handling, and storage of stores received;

(2) Care of store;

(3) Issue of stores supported by authorizing vouchers and
ensuring both issues are checked and properly packed;

(4) Progression of stores issue using FIFO method;

(5) Avoidance of waste of stores and irregular issues;

(6) Maintenance of stocks within the prescribed minimum

and maximum limits; and
(7) Periodic verification of stocks balancescz).

In the light of these responsibilities mentioned above,
the respondents voted twenty five percent that chief stores
officer initiated purchase of materials, thirty four percent
for requirement forcast, seventy seven percent for issue
control and twenty five percent are done for the same, that is,

the Chief Stores Qfficer,

(2) Federal Government of Nigeria, (Revised) Financial Regula-
tions Federal Ministry of Information, Lagos, Nigeria 1976
p. 3301,
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However, section 3302 of Financial Regulation states that
"every Head of division acting under his accounting officer, and
every Head of Department, 1s responsible for the general super-
vision and control of stores and stores accounts of his division
or department and for the due performance by his staff of thelir
dutiea".(3) They Were also responsible for forecast of their
requirements for materials.,

Due to the responsibility of stores supervisors, control
and accounts, Heads of department the result of the question
posed in this regard was fifty eight percent agreed that they
were responsible for initiation of purchase, forty three
percent said materisl forecastwas done by them while only
twelve percent said they control issue of stores. This was
due to that fact that only materials of special nature were
controlled by them, otherwise the issue control was the res-
ponsibility of the Chief Stores Officer, In usage control
fifty one percent said that Head of Department are respon-

sible for usage control because they supervise direct usage,

UTILITIES BOARD

Initiation of purchase of allocated store was the res-
ponsibility of the Head of Department. The Chief Stores
Officer was responsible for unallcocated stores, likewise for
stores requirement forecast, usage and issue control., Allo-
cated stores means those materials directly chargeable to de-
partments, While unallocated stores means materials which

are used by more than one department.

.

(3) Ibid (see p. 77)
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MODE OF MATERIAL PURCHASE

PRESENTATION:

The modes of material purchase according to the respon-
dents were as follows; Cash purchase only attracted zero per-
cent of the responses local pruchase order (LPO), five persons
or seventy eight percent, while LPO and Cash purchases recorded
twenty two percent or l4 votes,

ANALYSIS:

The stores regulations have made no provision for cash
purchases. Purchases have to be through the LPO., Therefore,
the purchases have to be awarded by tenders committee on con-
tract depending on the amount of money whether above N5,000.00
was to be expended. That is why none of the respondents
said purchases were carried out on cash basis only,

Any significant purchase (above N5,000,00) has to go
through the tenders committee which sits to select the contrac-
tor they deem appropriate. The contractor is therefore issued
LPO to supply the material quoted in his submission after such
deliberation., That is the only purchase made recognised by
the stores regulations and therefore the reason for the majo-
rity of seventy eight percent of the total of the respondents,

However, the recent economic down turn has made the
LPO unattractive to contractors, Public establishments due
to this new trend had to make cash purchase for urgently
needed materials, Therefore organisations make use of
both cash and LPO where feasible. That explains the twenty
two percent response to the "cash and LPO purchase" question

as a means of material purchase.



UTILITIES BOARD:

Purchases are normally done through LPOs but purcha=-
ses which are minor and required for immediate use, are
directly purchased on cash payment and these are normally
for materials not more than N500,00.

VOLUME OF MATERIAL PURCHASES:

4,2 PRESENTATION:

PERCENTAGE RESPONSE ON VOLUME OF MATERIAL PURCHASES

& *-*.{
44 4 4
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ANALYSIS:

As the stores regulations made it mandatory for all
purchases to be made through LPO after the approval of tenders
committee, bulk purchase is also mandatory. That is why sixty
percent of the respondents said materials are bought by bulk
purchase only. But there may arise emergency cases where
materials have to be bought piece meal, There practices are
in existence in Bauchi State public service., That 1is why
fourteen percent said both piece meal and purchases are
practiced.

However, no any organisation that purchase on piece
meal only or any regulation which made it mandatory for pur-
chase on pilece meal, The practice of piece meal purchases
however, has no legal backing since the stores regulation
of Bauchi State did not address this question. The twenty
six percent respondent were for both Bulk and piece meal
purchases, This is due to the fact that funds are not flowing
as during the oil boom era, Therefore, most organisations
buys on either bulk or piece meal depending on the availa-
bility of funds.

4.3.2 STANDARD QUANTITY

Those who responded "Yes" as to the existence
of a standard for quantity of stores being fixed in
the budget numbered 36 persons cr fifty five percent
while those who said no were 29 persons or forty five

percent,
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ANALYSIS:

There 1s no ectabtlished standard for quantity of
material purchases or stores in the public sector. Rather,
purchase of materials Were based on requirements submitted
by respective departments or units. Moreover, purchase ~
of materials depends on whether the expenditure heads will
accommodate such purchases, That is why as high as forty
five percent indicated that no established standard of
quantity exists or is stipulated by budget documents. As
standards were not set the response by fifty five percent
of the respondents wWas wrong.

UTILITIES BOARD:

No established standards for materials purchased
exists here. Purchases are based on the individual depart-
ment's request and availability of funds.

STANDARD PRICES:

PRESENTATION:

The questiorn on whether standard prices were
established in public sector attracted these responses,
forty two percent replied "Yes" to the existence of
established standard price while fifty eight percent
said there were nc established standard price for
purchases,

ANALYSIS:
The majority of £ifty eight percent who said'no’

to the existence of established standard prices for
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materials pruchases are right. In that, for any
purchase the suppliers are asked to quote the price
for which they are willing to supply the required

materials. The price agreed upon by the Tenders

Board was not necessarily the most competitive,

The forty two percent who voted yes on the
existence of standard prices for material purchase
may be doing so out of ignorance,

UTILITIES BOARD:

There are no established standard prices for
materials purchased, Rather, purchase is done through
the guidelines set in the stores regulations which
direct purchases to be done through contract awards

based on agreed prices quoted by the contractor.
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OF STANDARDS:

ANALYSIS:

As there are no established standards for both ma-

terials and prices when making purchases, any price agreed

upon on issue of LPO is relevant only for that particular

order,

preted,

Therefore the responses cannot be objectively inter-

UTILITIES BOARD:

There is nothing to be reviewed, since standard prices

and quantities are not there in the first place.

PREPARATON OF MATERIAL USAGE REPCRT

m.

PRESENTATION: 4 /3 1n

S/NO, FREQUENCY NO OF PERSONS RESPONSES

 BF Weekly 7 112

. Fortnightly 0 0z

e Menthly 30 467

4, Quarterly 7 11%

5, Half yearly 5 8%

6. Yearly 0 0z
4.5 MATERIAL USAGE REPORT: “:jf-n—-ﬁ_‘_“_*_h

ANALYSIS: **‘-:-::__ 2Rz

All attention at the end of each year was geared

towards the coming year's budget, and in most cases

the previous budget was not reviewed. Therefore hardly

waSmaterials usage report prepared cn & yearly basis.

That was why none of the respondents (zero percent) said

material usage reports were prepared on yearly basis.
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In chapter 17 section 1741-43 of the stores regulations
makes it mandatory for certain materials usage report to be
submitted on monthly basis. That is why the majority of
respondents, precisely forty six percent say such reports
are made on monthly basis,

However, the emphasis of this chapter is restricted to
the use of fuel and lubricants not extended to other mater-
ials which also need such contrel, On the whole, such mat=-
erials usage reports are often not treated seriously, There-
fore their preparation is not on a continuous basis, This is
why twenty four percent of the respondents said no such
reports are prepared at all,

UTILITIES BOARD

Materials ysage reports are not prepared at all here,

BUDGET FOR TOTAL MATERIAL REQUIREMENTS:

PRESENTATION:

The views collected in respense to the above subject
matter were as follows: Budget for total gquantity of mate-
rial to be purchased 16 respondents twenty four percent,
total amount to be expended for the purchase, twenty two
percent, l4 respondents, both total quantity to be purchased
and amount to be paid, fifty four percent or 35 respondents.
ANALYSIS:

Budgets in the public sector only give the type of
materials to be purchased and total amounts allocated for
such materials, That's why twenty two percent of the
respondents said that the budget is concerned with the

amount to be expended only. Quantity of materials and
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amount to be pald are not considered in making budget propo-
sals due to the inflation and other vested interests. Al-
though total of seventy eight percent said this practice
exists, it is not so in practice or in the regulatory

books.

UTILITIES BOARD:

The material budgets are not made in terms of either
amount or quantity or both but merely on financial allocation
of that is expected to be expended during a given period of
time. Therefore, purchases of material is limited to the
availability of funds in respective expenditure heads.

CONSIDERATION FOR STOCK AVAILABLE BEFORE ISSUING
PURCHASE ORDER:

In reply to the above subject, 39 persons or
ninety one percent said '"Yes", 4 persons or six per-
cent said "No'", while 2 persons cor three percent
were undecided,

ANALYSIS:

These days due to shortage of funds, considera-
tion is given to the stock available before making
purchases, This new trend is not attributable tc¢
desire for control of stock by management, neither
1s it explicable by desire of accounting officers to
control use of funds, The ninety one percent of po-
sitive responses can only be explained by the scar-
city of funds,

The purchase manual, that is the stores
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regulations did not specify particular stock levels
before purchases are made. The period between 1978-82
under this study, witnessed indiscriminate purchases.
The only check against indiscriminate purchases were
the expenditure ceilings which in most cases were well
beyond proportion. That is why six percent still be-
lieve that consideration is not given to stock availa=-
ble, Due to problems of funding, meterials are pur-
chased only when they were completely out of stock
and when they were considered very essential for run-
ning the organisation, Therefore, stock level is not
considered in making purchases, As a result, the
minerity of three Fad no opinion on the question of
stock levels as related to purchases,

UTILITIES BOARD

There is no rule for taking into consideration
level of stock available before purchases., Purchases
were undertaken during the period 1978 to 1983 irres-
pective of the stock available just so as to exhaust
votes. [In the period 1984 to 1987, purchases of
materials were based on availability of funds rather
than maintenance of stcck level,

STANDARD QUANTITY REQUIREMENTS FOR QUTPUT

PRESENTATION:

The establishment of standards for quantity

requirements for output attracted the following



-85 <
responses, Those who said such standard exists cons-
titute 667, 28% said that' no standard exists and 62
are undecided,
ANALYSIS:

Public sector cutput is substantially made up of
services which meke quantification difficult, Estab-
lishing standard for output is not practiced in the
public sector, Therefore, we can conclude that there
is no established standard for output, That is why 28%
said no standards of such nature exist,

The majority 66% of the respondents who said there
are such standards are wrong, There is no government
rule or regulation or circular which contains these
gtandards. Therefore their responses are wrong

UTILITIES BOARD:

No such standards exist, rather any officer could
submit what he deems appropriate as the required level
and standard of output,

STANDARD, REQUIREMENT FOR QUTPUT

PRESENTATION:

RESPONSES PERSONS PERCENTAGES

Yes 35 542

Ne 22 347

Undecided 8 127
TOTAL 65 100%

ANALYSIS:

No required standards for output have been
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established, Therefore the question of adhering to the
rules does not arise, The response above cannot objec-
tively be interpreted, no such standard is established,

UTILITIES BOARD:

Since there are no such standards the question of
adherence does not arise.

REMUNERATION BASED ON BUDGETED AMOUNT

PRESENTATION

TABLE 4. 8 - BUDGET REMUNERATION
RESPONDED NO. OF PERSONS PERCENTAGES
Yes 4é 687
No 21 327
ANALYSIS:

Remuneration payable to employees were budget based.
Personal emoluments payable to employees WaS provided in
detail., The detail is such that persons are mentioned by
cofficial title and the total amcunt payable to them during
the budget period is specified. Any other additional char-
ge has to be backed up by budgetary provisions, Persons are
allowed to enjoy financial berefits of their promotions only
when specific budgetary allocations are made for that pur-
pose. Extra allowences are strictly btised on budgeted
amount,

Although the budgetary provisions may be there, instances
exist these days where salaries or allowances reviewed amount
to more thsn budgetary provisions. As a result of reviews

of the existing salaries and allowances, Thirty two percent



of the respondents said remuneration is not necessarily ba-
sed on budgeted amount.

UTILITIES BOARD

Payment of remuneration is based on budgeted amount.
As the Board is also part of the public service, a change
in government policy would affect the remuneration payable
to employees. Any increase of pay outside the budgeted
amount would normally be covered by special grants
from the government,

CORRELATION BETWEEN PERFORMANCE AND REMUNERATION

PRESENTATION:

TABLE 4,9 - CORRELATION OF PERFORMANCE AND
REMUNERATION

RESPONSES (CORRELATION) NC OF PERSONS PERCENTAGE

Yes 30 4ET
No 35 547
ANALYSIS

The remuneration payable to public sector employees
are usually fixed and attached to the office the individual
getting his income provided he can maintain visible appear-
ance in his office, Even in the instances of wages and
overtime payments, the emphasis is on time, rather than on
output, That is, there was no correlation between budgeted
performance and individual remuneration.

Forty six percent sald that there was correlation

between budgeted performance and remuneration. This



relationship was based on assumption that employees receilve
payments based on their grade levels or the relationship of
budgeted remuneration in anticipation of the budgeted per-
formance., This was wrong in that nobody asks how an emplo-
yee has actually performed during the period to warrant
more or less payments but what circular or order authorised
such payments only,

UTILITIES BCARD:

The employees remunerations are fixed either on monthly,
daily, or hourly basis. It is not based on performance, pro-
vided you can prove you have spent the stated time you are
entitled to the stated amount,

EMPLOYEE PROMOTION:

PRESENTATION

Empleoyees of public services enjoy promotions te higher
level after following the laid down rules. However, the
respondents have different views as to the most important
creteria for promotions as given in the table below:

TABLE 4,10 - EMPLOYEES PROMOTION

S/NO CRETERIA NO OF PEOPLE PERCENTAGE
k- Experience 14 22%
2, Exceptignal performance 24 37%
3. Budgeting Performance 7 11%
4. Colleagues Syndrome 21 327
ANALYSIS:

All of the above factors are valid in promoting emplo=-

yvees to higher grades, However, budgeted performance is
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given the least importance. Although public servants' per-
formance may be considered for promotion, it is not really
in the light of achieving budgeted performance, Although
117 said sc, this is not usually the consideration. If you
happen to start werk on the same post with other individuals,
those persons are your colleagues, neither of you will be
promoted earlier than the other, despite the fact that one
may perform better than the other. Unless a serious disci-
plinary case is established against the other, they must
be promoted together., This is based on civil service rules.
That is why thirty two percent saild promotion is based on
colleagues syndrome,

Recently, (early 1987) the military authority in Bauchi
State put a stop to the colleagues syndrome practice for
promotion. Exceptional performance is now rewarded through
accelareated promotion, That means promotion before meeting
the minimum number of years to qualify an individual for
promotion to the next higher grade, That is why thirty
seven percent|said exceptional performance is rewarded.

UTILITIES BOARD:

The consideration for employees promotion includes
at least two year's experience on the present post, It is
on rare occasions that serious attention is given to indi-
vidual output for promotion,

4.3.4 QVERHEAD EXPENSES:

PRESENTATION:

Control of overhead expenses according to sixty
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three percent of the respondents is with the chief
executive, while two percent said that control is
exercised by budget (vote) holders, Eighteen percent
said that such control is exercised by the chief
accountant and seventeen percent said it is controlled
by cash flow committee,

ANALYSIS

The control of overhead expenditures rests with
the chief executive. These expenses cannot easily and
econcemically be allocated to departments. These
expenses include, rents, electricity light bills, water
rates and so forth, and the possibility of their abuse
is very high. Therefore to exercise greater control
and reduce the level of abuse such expenditures receive
direct approval from the chief executive. That is why
eighty three percent of the respondents believe that
overhead expenditure 1s controlled by chief executive,

8ince the overhead cannot be conveniently appor-
tioned to various budget (vote) holders in an organisa-
tion, the contrel of such expenses is naturally centra=-
lised, That is why only two percent of the respondents
sald such votes are controlled by them.

The cash flow committee, although it helps in
appertioning fund to various expenditure heads, it was
cnly to advise the chief executive on allocation of
funds. The seventeen percent respondents also in
respect of the rule of the fund allocation committee

missed|the point.
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UTILITIES BOARD:

In the Utilities Board, overhead expenses are controlled
by the chief executive, at times powers to make recommendations
and some limited approval powers are granted to the area mana-
gers, of the three divisions of Azare, Gombe and Bauchi,

DEVIATION FROM BUDGETED AMOUNT

PRESENTATION:

According to sixty nine percent of the respondents, devi-
ation from budgeted amount is often investigated. While twenty
eight percent said such deviations are not investigated and three
percent had no opinion,

ANALYSIS:

In the instances where the chief executive has devolved
some of his responsibilites to a lesser executive, such officers
are expected to make returns on such responsibility given. In
case he fails to achieve the objective of such assignment, the
chief executive may institute investigation into such happenings.

That explains why sixty nine percent of the respondents believe
that such deviations are investigated,

ince this expenditure is controlled mostly by chief
executives who are normally not investigated or asked to account
from their tenure, twenty eight percent of the respondents are of
the belief that such deviations are not investigated at all.
The three percent who had no cpinion may be due to lack of
understanding of the questions,

UTILITIES BOARD

Deviations from the budgets were not investigated since

these expenses were mostly under the control of the chief
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executive, However, when such responsibility is devolved in
part to area managers due to long distance from the headquarters
they are investigated 1f the deviations are serious,

PENALTY FOR OVERSPENDING OVERHEAD EXPENSES

PRESENTATION

The penalty for overspending overhead expenses depend on
the degree of such offence, Reaction to type of sanctioms to
be imposed are given below:-

TABLE 4.11 PENALTY FOR COVERSPENDING OVERHEAD

S/NOQ, PENALTY % NO OF PERSONS RESPONDENTS. %
i Warning . 29 45%
2. Reprimand % 5 8%
3. Surcharge 11 17%
4, Demotion 2 3%
5, Dismissal | 2 3%
6. None of the above 17 267
R ——
ANALYSIS R T o .

e ——

It is on rare occasions that serious disciﬁfiﬁﬁfy“aéﬁion is
taken against such irregularity. This happend when a serious case
of fraud or misappropriation is established, The officer affected
may have no powerful backers both in and outside the organisation
to protect him against such disciplinary action. That is why only
3% said they attracted dismissal,

According to the financial regulations chapter 4, section
0432, the officer may be surcharged for over spending votes. Over-
expenditures are sometimes not the fault of the officer, There
government policies and circulars which keep changing anytime with

the least notice or anticipation e,g. NEPA tariffs. The Officer
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is not to be punished for those problems that are beyond his
control because of this 267 of the respondents said no any form of
punishment for over-spending votes occurs, If it happens that such
officers committed the cffence due to negligence, they might be
warned, and charged tec be extra~vigilant, And this 1s the usual
practice. That weswhy 457 of the respondents were of the opinion
that only warnings are given for over-spending budgeted over-
head.

The total number of responses added to one hundred and two
percent., This was due to the fact that punishments were given due
to gravity and frequency of the cffence that was why some inter-
viewees gave more than one answer.

UTILITIES BOARD 4 73 71 N

No instance of punishment for over-spending of over-head

expenses has been recorded in the period under study.
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CHAPTER FIVE

RECOMMENDATIONS AND CONCLUSION

BUDGETARY ACCOUNTING

Generally and in Bauchl State Urban Utilities Board,
Traditional budgeting has been in operation for a long time
despite its deficiencies because cf its simplicity. This lays
emphasis on the Accounting for expenditure on each item, and
performance of the public officers are not measured for the
fund allocated. Because of the inherent inadequacies of
this system, it is recommended here that it be replaced with
a performance based budget.

FINDINGS

This study was guided by three (3) Hypothesis stated
earlier in the introductory chapter. The first two were on
what is good budgetary acccunting. The last hypothesis was
the assumption that present Budgetary Accounting in Bauchi
State Public service in general and Utilities Board in
particular were inadequate for sound budgetary control.

'A good Budgetary Accounting system permits communica-
tion of timely and relevant information for making informed
decision, responsibility Accounting and control'.

Test of Hypothesis I

Elements of good Budgetary Accounting as described inm
Chapter two (see pp 12-19) include the following:
(1) Continuous measuring of actual expenditure and rele-
vant output and comparing the same with budgeted.
(2) Detecting and Analyzing variances promptly.

(3) Prompt corrective action being taken to correct any lapse.
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The above could only be achieved when there is an
efficient data collection machinery which include compre~
hensive and elaborate Accounting systems with trained and well
motivated personnel etc.

As this is a studv of Bauchi State Utilities Board,
with particular reference to its Budgetary Accounting,
the available data was examined and analysed. The Research
findings show the following results:~
(L) Budget Estimates are not well scrutinized (pp.59/60)
(2) 1t hes been observed that often the work involved

in budget preparation is given to someone who may

not necessarily have a good knowledge of budgeting/

finance/accounting etc. (pp. 60/61)

(3) No budgetary performance measurement is in operation
as stated in page 69, Therefore no review of Budgeted
output is carried out by the executives,

(4) Variances arising from comparision of estimates and
actual are not detected and analyvsed (p. 69)

(5) Variance between actual and budgeted items are not
therefore detected, No corrective action is taken
to forestall future occurence. (pp. 66-70)

CONCLUSION

In Bauchil |State Public Service iIn general and Bauchi State
Urban Utilicties Board in particular, methods of collecting data are
far from satisfactory. This is due to the fact that emphasis is
made on cash basis of Accounting and line item of expenditure
Budget, The organisation is unable to retain qualified personnel to

handle such task efficiently and skillfully. There is a high



mobility of staff due to poor pay and other unattractive conditions
of service,

This hypothesis (HP,I) is not in agreement with what exists in
the organisation, Therefore the researcher is of the opinion that
a good budgetary accounting is not being operated in Bauchi Public
Service and Utilities Board.

HYPOTHESIS 11

'A good Budgetary Accounting shows propriety of transactionms
and conformity with established rules to give evidence of Accoun~
tability for stewardship'

Test of Hypotheses II

In the literature review (see pp 12-19) attributes of good
budgetary Accounting discussed indicate that they include the
following:-

(1) In prepering budgets, the items should be classified as far
as possible with relevant details e.g stationery to be
bought should indicate the item (e,g. duplicating paper),
quantity and amount.

(2) Monitoring budgeted cost and budgetdoutput against the
actual output,

(3) Up-to-date comprehensive and elaborate data collection and
dessemination.

Findings from the research show the following:=

(1)  Rules and Regulations governing financial resources
Management do exist in public service, The existing
rules and‘%pgulaticns include principally the:-

(a) Financial Instructions

(b) Stores Regulations and

(¢) Handbock on Development plans.

(2) No efforts are made towards proper monitoring of Budget



performance, There is no performance measuring machinery
(see pp.69)
(3) Shortage of well-trained and qualified personnel:

This is due to poor conditions of service. Normally,

individual's promotions and other incentives are not

based on individual effort (see pp 91-93)

Although Rules and Regulations for Accountabllity do exist,

they are inadequate for rendering required Accountability for
stewardship. The Rules and Regulations are based on Cash basis.
The Budget followed is the simple line item of expenditure gystem
and is operated as such, The emphasis is on what is expended;
not on what is achieved, These render the public Accountability
as if they are non-existent, 7Thils is because no body would ask
you what you achieved while in office. No effort is made to

ask how much was collected; but you may only account for the
money expended. If you are unlucky your regime 1s cut short

by corrective a regime, like that of Buhari.

CONCLUSION

The conformity te the Rules and Regulatioms of budget is main-
tained all right by the Bauchi State Public Service and Utilities
Board.

But the propriety of transaction and accountability for
stewardship are not given the emphasis that is expected, No
Chief executive (civilian or military) reviews performance of
previous budget. They always present the legislature or public
with what is to be received and expended for the coming year.
(see pp. 72-75)

The hypothesis is largely proved to be not true in case

of Bauchi Public Service and Utilities Board.

—
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HYPOTHESIS III

'The present budgetary accounting system in Bauchi Public

Service in general and Urban Utilities Board in particular is

not sufficiently adequate and efficient te permit prompt commu-

nication of relevant and reliable acccunting information for sound

budgetary contrel'.

Test of Hypothesis IIT

1.

In Bauchi public service, budget holders are not authorised
to spend their vote without financial allacation by cash flow
committee to back such expenditure (see p 72)

Budget policies are mostly implied; not expressly stated
(see pp. 61 & 62),

Budgets in most cases are not a reflection of the entire
goals of the public service (see p., 62=63).

Targets-setting is absent in public service and performance
of individuals 1is not reviewed (pp H4=67)

No budgeted performance 1ls studied - but only budgeted income
and expenditure are the concern of the chief executive (see
pp. 67).

No standard-setting is practised in public service. Only
expenditure limicts are stated in budget, What is to be
received (revenue) and what is to be expended (expenditure)
are not necessarily standards that are set. (pp. 69 & 70)
Budgets are not reviewed., This is due to the fact that the
Accounting officers are not under any serious obligation to
the public or legislative bodies to review their performance

before any new allocation is approved. (see pp., 72-75).

CONCLUSION

From the above findings, only the finding No, 1, shows a



positive point for Budgetary Accounting and Control, The other

six (6) findings on the above list show that the important elements
of budgetary accounting are absent. This is due to adoption of

cash basis Accounting system and line item of expenditure budget.
Although simple and earsier to operate, the current level of corrup~
tion and misuse of public funds call for review of the existing
system, This will reduce the misdeeds to a tolarable limit, if

not completely eliminated,

The above findings prove hypothesis [II to be true. Therefore
it shows that the budgetary Accounting in Bauchi State Public Service
and Utilities Board in operation is not adequate for sound budgetary
control.

5.2.2 MORE RELEVANT FINDINGS

(1) Budget estimates were not rigorously reviewed. Emphasis
is made on allocation side o% the budget.
accountability w not linked with performance,

(11) Uninterested chief executives on the operation of the
budget., Unqualified staff handling budget matters,
'financial instructions, stores Regulations and Hand-
Book of Capital Expenditure not reviewed since the time

Northern Regional Government.

(11 Previous budgets are used as a spring board for the
preparation of subsequent budgets. Emphasis is only
placed on the allocation side of the budget. No much
effoert is put in drawing a new budget unless in some
special cases where new projects are incorporated or
0ld onesr dropped.

(iv) Appointment to chief executive and top management levels

are not normally purely on merit, but more on political
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considerations and some influence or conmection to the
powerful individuals, These at times make the officers
more loyal to the outside powers than the organisation.
These types of persons would even break the organisa-
tion rules and regulations with impunity and go unscat-
ched due to the above connection. These make the

chief executive uninterested in budgetary control as
their failing is never questioned.

The staff handling accounting data are not adequately
trained for such task. They are mostly, by qualification
and training, school leavers with one or two years train-
ing in polvtechnics and Universities. The only professio-
nal accounting body "Institute of Chartered Accountants
Nigeria (ICAN)" does not help matters as its training

is mostly geared towards private sector of the economy.
In the light of the above findings, the following recom-
mendations are made for the improvement of the existing

systems.
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RECOMMENDATIONS

BUDGET PREPARATION AND CONTROL

There is need for the creation of budget department/
unit headed by budget director in all the ministries or
extra-ministerial departments to take charge of budgetary
operaticns. The person sc appointed must have a minimum
of first degree in Accounting or related discipline plus

considerable working experience in Budgetary matters, He

should take charge of budget preparation and control,

hief executives and cother management staff should
be made to apprecliate the importance of budget as a tool
for scund financilal management. This can be done through
seminars, workshops and so forth.

o

In preparation of es

Q
ot

imates, views of junior managers

and foremen shcould be

Bk

ncorporated in Budgets to make them
feel that the budget is not an imposition from the top.

BUDGET POLICIES

he| Accounting Officers must expressly state current
government pollcies in preparation and submission of
estimateg for approval by respective authorities.

Goals should be stated in the light of these poli-
cies for each budget year for which public funds were
allocated toc these establishments. The accounting
officers must account for thelr achievements in terms
of gecals set in addition to accounting for the money
n this light, value for money (management) Audit
shall be institutionalized. Financial Instructions to

be reviewed on regular basis to meet changing situations.

r
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TARGET

Public |officers should evolve practice of target
setting for each level of performance for which the public
money is allocated,
STANDARD

To achleve targets the practice of establishing stan-
dards for each|level of performance should be introduced in
public sector.| Once established, these standards should be
treated with sericusness, Any deviation must immediately be
'redressed. Appropriate rewards or punishment should be applied
promptly without fear or favour. These include promotion,

demotion, warning and so forth,

5.3.,3 CONTROL OF MATERIAL USAGE

Material usage report should be prepared either
on daily basis or at very short intervals at the most
on weekly basis., These reports should be deliberated
upon and be the basis for making further purchase orders,

There should be an established standard where pos-
sible for any given level of output, unlike the current
practice where the user puts up his request without regard
to what 1s to be achieved.

Budget for materials should be made in unit quantity
and unit cost as well as total quantity and total cost;
unlike the existing practive where the materials are
menticned by name or type and the amount to be expended
for the same,

To avoild running out of stock and to buy cheaply,
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the standard stores management should be incorporated
into the existing stores rules, These should include
maintenance of minimum stock level, maximum stock level,
and economic order quantity.

Standard materials should be established for any
given level of output. This is to reduce wastage and
pilferage of the same,

LABOUR IMPROVEMENT TO ACHIEVE DESIRED GQALS

Appointment tc a position which demands high level
of skills, dedication and honesty should be based on
merit and not desire for the pest. These include apart
from basic qualification, adequate experience, fear of
God, transparent honesty and selflessness,

Public officers must adequately be rewarded, not
only to take care of their basic needs but at least be
within the average of the general public's economic
well being, Job sscurity, improved retirement benefits
and other fringe benefits must be guaranteed as a right
not as privilage.

OVERHEAD CONTROL

Overhead expenses should be properly monitored
with a view to cutting unnecessary and wasteful expendi-
tures, | Standards should be established for any given

level of output whenever possible.
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Budgetary Accounting in operation in Bauchi State public
Service in general and Bauchi State Public Utilities Board in
particular is far from being satisfactory for modern day mana-
gement of scarce public financilal resources. The Accounting
and budgetary systems are the one inherited from former
Northern Regional Government with no modification, The system
although easy and simple to operate, the level of corruptionm,
misappropriation and out-right embezzelment of Public Funds,
show that it 1s| far from being ideal, There is urgent need to
improve upon the existing system or even totally discard
and replaced by more comprehensive and elaborate system like
Acrual basis of Accounting method and performance budgeting.

Relegation of performance to the background in Budgeting
has resulted in colossal waste and pilferage of not only public
financial resources, but material as well through inflated
contracts, fraud and ocutright theft of public resources, These
can only be reversed when public officers are made to account
for the performance tcgether with financial resources allocated
to them. A machinery must be set in motion to gauge officers’
performance for the funds allocated. 473?10

As a policy, the legislature and Public Officers should
review the budgeted performance of the previous budget before
approving the next year's budget., Any established JInfavourable
variance should be explained and where necessary sanctions
should be imposed according to the degree of offence commit-

ted,



The necegsity for sound budgetary Accounting cannot be
over emphasised for the successful implementation of any bud-
getary system in any organisation 1f sound financilal management

is to be achieved.
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APPENTIDIX 1

QUESTIONNAIRE A

BOARD /MINISTRY/DEPARTMENT/SECTION/OTHERS (Specify)

POSITION/RANK:

Please tick (V) /delete as appropriate the answers below:

1.

(2)

(3)

(4)

(3)

(6)

How do you arrive at the budget estimates?

(1) Based on past performance

(2) Based on past estliamtes

(3) Based on guess work

(4) Based on soem established standards
(5) All of the above

Who 1s responsible for preparing budget?

(1) The Accountant only

(2) The Head Of Departments are involved
(3) The entire organisation are involved
(4) All of the above,

Does the roganisation base their budget on some speci-
fic policy/(ies)? Yes/No.

Does the organisation have

(1) One specific goal to be achieved?
(2) One goal with different sub-goals?
(3) Many goals to be achieved?

Does the organisation set up some target to achieve
such goals? Yes/No,

Do failyre to achieve such goals attract disciplinary
action in terms of:

(1) Warning

(2) Reprimand

(3) Demotion Hhhﬁ“““ﬂxuhh
{(4) Demotion NASL . ~
{5) Dismissal S ~—— N
(6) None, e
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(8)

(9)

10.

11,

121

13.

14,

15,
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Does the organisation set up a budgeted performance.
Yes/No.,

Does the organisation have budgeted performance mea-
surement machinery?  YES/NO,

If yes, how frequently is budget performance measured
against the actual?

(1) On routine basis

(2) On weekly basis

(3) On fort-nightly basis
(4) On monthly basis

(5) On quarterly basis
(6) On half yearly basis
(7) On yearly basis.

Are actions taken when such measurements take place?
YES/NO,

Does the achievement of budgeted target attract
immediate reward;

YES/NO,

Does such reward or benefit come in the form of

() Praise

(2) Bonus/other cash incentives
(3) Promotion

(4)

No any reward or benefit,

When budgeted targets are not achieved what sort of
action is/are taken to forestall future occurances?

(1) Warning

(2) Reprimand
(3) Demotion

(4) Dismissal
(5) None at all.

Do over spending budgeted amount attract any sericus
sanciton?

YES/NO
Does the organisation establish formal standard?

YES/NO.



(16)

(17)

(18)
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If yes, who set the standards?
(1) The Board Members.
(2) The Chief Executive
(3) The standard were set with the
participation of live managers.,
Are the standards set?

(1) Realistic
(2) Unrealistic?

Are the|budget holders authorised to spend
vote fully?

YES/NO.

Thank you,

their
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APPENDTIX I

QUESTIONNAIRE B

BOARD/MINISTRY/DEPARTMENT/SECTION/OTHERS (specify)

POSITION/RANK:

Please tick ( yfjfdelece as_appropriate the answers given below:

Material
(1) Who initiate purchase orders of materials for the
organisation,
(1) The Chief Executive
(2) The Chief Stores Officer
(3) The Chief Accountant
(4) The Departmental Heads
(5) The Purchase Committee
(2) Who forecast for material requirements of the organi-
sation?
(1) The Chief Executive
(2) The Chief Stores Officer
(3) The Chief Accountant
(&) The Departmental Heads
(5) The Purchase Committee
(6) None,
(3) Who control material issue in the organisation?
(1)) The Chief Executive
(2) The Chief Stores Officer
(3)] The Chief Accountant
(4)) The Departmental Heads
(5)) The Issue Committee
Who contrpl the usage?
(4) Wh 1 th ?
(1) The Chief Executive
(2) The Chief Stores Officer
(3) The Chief Accountant
(4) The Departmental Heads

(%)

The Shop floor Managers (Foreman)



(5)

(6)

(7

(8)

(9)

(10)

(11)

(12)

(13)
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How does your organisation purchase materials

Does your

(1)
(2)

Does your

Cash purchase only

LPO Only

LPO and cash

organisation purchase material

On bulk purchase
On piece meal?

organisation charge its books of account

immediately when the purchase on credit 1s made?

YES/NO

Do you have established standards for quantity

stated !in

the budget to be purchased?

YES/NO

Do you |have standard prices for the material purchases?

YES/NO,
How often are such standards reviewed?
(1) Monthly
{(2) Quarterly
(3) Half yearly
(4) VYearly
(5) More than one year.

In setting standards are present market conditions
taken into consideration?

YES/NO.

How often do you prepare material usage report?

(1)
(2)
(3)
(4)
(5)
(6)
(n

Weekly

Fort=nightly

Monthly

Quarcterly

Half yearly

Yearly

No any report is prepared at all,

Do you |budget for the total materials requirements
in terns of:

(L)
(2)
(3)

Total guantity tc be purchased
Total amount to be paid;

Total quantity purchased and total
amount to be paid?
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(14) Do you take into consideration the stock available in
making purchase orders?
YES/NO
15. Do you have a standard material requirement for any out-
put at the organisation?
YES/NO
16, Are such standard material requirement being adhereed
to?
YES/NO
17, If no, is |any disciplinary action taken against such
lapses?
YES/NO
18. Does your [crganisation base remuneration on budgeted
amount?
YES/NO
19 Is there any correlation between the budgeted perfor=-
mance and remuneration paid to the employees?
YES/NO
20, Are the employees promotion based on:
L) Experience ' 47371ﬂ
(2) Exceptional performance = !
(3) Budgeted performance or f‘;::hf“‘wﬁg_H“
- Colleagues d ? - ™M p .
(4) g syndrome i )
OVERHEAD
21, Who control the overhead expenses?
(1) The Chief Executive
(2) The Budget holders
(3) The Chief Accountant
(4) Cash Flow Committee
22, Is any deviation from the budgeted amount investigated?
YES/NO
23, Any penalty for over-spending in over-head expemses in

terms of:

(1) Warning

(2) Repremand
(3) Surcharge
(4) Demotion
(5) Dismissal

(6) None | of the above
THANK YOU.



