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ABSTRACT

Perhaps the greatest challenge to the economy of governments of developing nationsis the
conflict of competing stakes on limited available resources. Effective management of public
spending is vital in order to counter the severe fiscal adjustments experienced in 1980s.

Most developing countries including Nigeria have to a great extent adopted wholesale
reforms of the World Bank as panacea to the economic predicaments. Structural Adjustment
Lending Operation, Technical Assistance and Country Economic and Sector Works are the
traditional tools for the World Bank approach to the management of public expenditure. Of recent
the Bank's attention has aso been focused on budget and planning as means of effective control
measures of public expenditure.

This research work attempts to give a modest contribution to the process identification of
programme, preparation, approval, implementation and control of public expenditure through
budget and planning as means of management as means of achieving set objectives and reforms
of Public expenditure management were addressed in the early chapters in the light of the
Evolving World Bank perspective, literature on budget, planning and expenditure control were
discussed aso in the early chapters.

The main aspect of the work directly lay emphasis on the means of effective management
of public expenditure in the Federal Capital Territory by means of budget and planning. The
means for further strengthening of preparation through implementation and control of pro-
grammes were explored, this approach will further encourage long-term desired reforms.
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CHAPTER ONE

1.1 INTRODUCTION

Thedrastic fallin ihe expecied earings of the developing countrics in the 1980s occasioned
hy severe fiscal adjustment makes the need for impraving public expenditure management vital
in the developing countrics. Here in Nigeria for instance, the coifapse of the international oil
market in 1981 adversely affected the accrued revenue. Production of crude oil fell from the
nrojected level of 2.2 million barrels per day to 1.4 million barrels per day and prices of the crude
oil also fell from 4() per barrel to 20 per barrel. Since oil accounted for about 90 per cent of the
country's total revenue earnings, such a {all affected Agriculture, Manufacturing and virtually all
scetors of the economy. The GDP fell from the expected 4.0 per cent per annum 10 2 negative
growth of 2.9 per cent per annum. The population growth rate per annum was at 3.3 per cent,

These severe fails on the ceconomy consequentdy fed © unemployment, under capacity
utilisation, high rate of inflation, uncompleted projects, high level of external and internal
indebtedness. National development plans were reduced to mere figures and their attainments
~within the planned periods were just impossible, Tt wok the government sometime with
considerable difficulty 1o ascertain its actual level of indebtedness and the service burden
associated with such debts. In fact, most partof 1986 and 1987 were used to determine, reconeile
and restructure the debt.

In this circumstance, the monocultural nature of our cconomy could not survive the short
term measores of cutting down expenditure and controlling cost by the government. There must
be distinctions between expenditure patierns and sectors to which these expenditures would be
incurred. The increasing number and complexity of the public sector makes it unmanageable
solely due to the lack of capacity and ability to do so, the best brains are drained and could no
longer be obtained from the public sector and the technical expertise to manage the limited
resources 10 which competing claims are made on 1s lacking. There are as much political and
administrative problems as there are cconomic and technical problems.

The government over the period scems to have concentrated efforts in reducing excessive
public investment programmes for effective utilisation of public resources. This however, could

not yield elfective results because the problems of public investment reviews cannot be treated



in isolation. In fact, it cannot be divorced from the general problems of public expenditure
management. Lacey R. M. 1979 wrote among the demands on government institutions for
effective public expenditure management includes "the formulation of macro economic frame-
work, project preparation and investment programming, the link between planning and budget-
ing, the coverage, preparation and classification of the budget, and budget implementation and
expenditure control." However, governments are faced with as many institutional and political
dimensions as there are technical and economic in controlling public expenditure through budget
implementation.

Asa governmentinstitution, the Federal Capital Territory (FCT) was established by Decree
No. 6 of 1976 of the Federal Republic of Nigeria known as the Federal Capital Territory Decree
No. 6. The creation of a federal territory was necessitated by the growing inadequacies of Lagos
to serve as both the seat of the central government and also the Capital of Lagos State. A Ministry
and a Federal Capital Development Authority were established for the territory.  Like most
government institutions funded by public resources, the Ministry of the FCT was adversely
affected by the carmings it received from the central government. [t also became a victim of
regular expenditure cuts and investment reviews. The issue of whether these expenditure cuts
across the board and investment reviews really entails effective management of public resource
has been discussed by experts in public resource management. Similarly, line agencies of the
Ministry have over the periods submitted such lists of expenditure more than realistic budgets

based on the expected available resource accrued to the core agency.



1.2 STATEMENT OF THE PROBLEMS

Most developing nations have over years sought for means of effective management of
public resources by taking or attempting to take the World Bank prescription for a possible way
out. The World Bank in most of these situations have approached the management of public
expenditure traditionally in terms of Structural Adjustment Lending Operations (SALS),
technical assistance and Country Economic and Sector Work (Lacey, RM 1989). The structural
adjustment lending operations (SALs) have features of rationalization of public investment
program and IMF supported budget deficit reforms, there has been no serious turn of events of
the economy of these developing nations Viz-avis the management of public investment
(Expenditure) programmes. Budgets have so far remained principal administrative instruments
for the transformation of public expenditure programmes into concrete realities (Warren C. B.
and Stokes M. T.P.U.P. 1985). The institutional capacity of core and line agencies, budgetary
process and reform have of recent been included as part of the overall institutional restructuring
and broadening of the policy based etffective management of public expenditure as opposed to
investment programmes. Thus, it marked a deviation from the bank's emphasis on planning to
budgeting and the overall financial management of the developing countries.

In the FCT, like most agencies in Nigeria, little has been achieved by the structural reforms
of the world bank experimented here in Nigeria with a view to evolving an effective means of
managing public expenditure. The slow pace of achievement in the world Bank's perspective
of public resource management have raised certain questions in the light of our experience,
particularly in the Ministry of the Federal Capital Terntory (MFCT).
i1} Does the institutional reform programmes prescribed by the World Bank really fits as a

model in the Nigerian context?
i1} Do budget execution in practical sense bear much relationship with plan?

iii)  Is the planning agency (line) technically equipped and capable of evaluating the on-going
planned programmes of expenditure?

iv) How informed are the officers charged with the responsibility of budget preparation and
execution on the budgetary process and expenditure control.

This research study attempts to carefully analyse and propound possible answers to the

questions raised, since on the spot answers could not be detwermined for them.



1.3 PURPOSE AND SCOPE OF THE RESEARCH ... -
i} Therescarch work is intended to review the existing practice on the management of public
expenditure within the Nigerian context and to determine the workability of the world bank
institutional framework as model,
ii)  Attempt to evolve if possible, a means of bridging the gap between theory and practice of
"plan” and "budget” such that co-ordination between Planning, Research and Statistics depart-
ment and that of Finance and Supplies at Ministry level would be achieved, through sulficient
institutional back ups for Evaluation,
i) Determine the nature and capability of the human and material resources use forevaluation
purposes in order 1o assess the inadequacies and suggest on ways of cffective supervision and
Evaluation of investment program.
v}  Finally the research  study ntends to determine the perceived uselulness of long-term
comprehensive planning as a developmental tool and its linkage with short term plans from the
budget and planning ‘actors’,

This rescarch study places emphasis mainly on budget and planni‘ng ds means ol elfective
management of public expenditure in the Federal Capital Territory, The study is divided into five
component parts with cach part regarded as a chapter for a clear understanding of the subject

maltter,



1.4 SIGNIFICANCE OF THE STUDY

The research study is expected to contribute greatly towards a more practical approach to
the process of planning, evaluation and provide yard-stick for measuring planned public
expenditure programme in the territory. It shall attempt to provide a process of co-ordination
between 'plan' and 'budget' for effective utilization of public resource.

This study will be useful in the furtherance of research into the impact of the World Bank
model of institutional reforms for the management of public expenditure in developing countries.

Furthermore this study intends to assist the national economic planners and managers of

public resources in transforming plans to realistic achievements.



1.5 LIMITATIONS OF THE STUDY

This study is limited to the budget and planning aspects of the management of public
expenditure, others like the traditional considerations of the World Bank in the form Structural
Adjustment Lending Operations (SALS), technical assistance and country economic and sector
work (CESW) were not evaluated in the research work as means of public investment (Expendi-
ture) management, moreso it is limited to the Ministry of Federal Capital Territory.,
2. Global attention on budget as a means of effective management of public resource is of
recent, therefore most core and line agencies are on experimental test leaving no much room for
comparison of performance, and in-depth related literature on the subject matter is really not
much.
3. Typical of public organisations, informations were classified and hardly made available for
this study. Most bureaucrats were highly uncooperative, the few that assisted preferred personal
interview limiting the number ol response, for the research,
4. Time has atfected this research work from both the rescarcher and the respondents. The
research being in partial fulfilment of a Masters of Business Administration degree was affected
by otheracademic endeavours. Similarly, appointments and reschedule of appointments with top
executives of the Ministry and Parastatals affected the response in terms of number and scope of
the research,

Inadequacy of finance also limited the scope of this research work.

4]



CHAPTER TWO

2.1 REVIEW OF PUBLIC EXPENDITURE MANAGEMENT

2.1.1 THE WORLD BANK PERSPECTIVE

The developments in institutional and policy reforms of public expenditure management
isrecent, but yet widening in scope an has beenreceiving serious attention of World Bank in order
to improve public investment programmes and reduce budget deficit of developing nations.

The initial apparatus used in approaching the issucs of public expenditure management by
the World Bank were three related activities which includes the structural adjustment lending
operation (SALS), Country economic and sector work (CESW) and technical assistance. Most
countries that discussed with IMF on loan support for structural adpstment have entered into
agreement for a stand by agreement or better known as Extended Fund Facility (EEF). The IMF
on the other hand prescribe measures that reduces particularly the recurrent expenditure and
improve public savings for a more favourable balance of payment position. The extent to which
such measures of the IMF serve the needs of developing countries were at best short-term.

Structural Adjustment Lending Operations (SALS) became the pivot for which the bank
determine parallel support from International Monetary Fund (IMF) Tor short term financial
stabilization depending on the size and composition of investment programme of the needing
nation. Of the thirty six granted loan and credit facility (between 1981-1986) only a few were
said to have submiited proposals on their institutional reforms to support loan request (Lacey R.
M. 1989). Even though short term results seems to have been achieved in countries where
structural adjustments are being implemented, the administrative and institutional framework for
achieving positive results are still weak. Improvements for long term results by means of project
identification, selection through project implementation are necessary.

Another important apparatus used by the World Bank is the Country Economic and Sector
Work (CESW). This entails reviews of public investment and expenditure, which not only assess
and widens problems of public investment, butalso the managementof current expenditure. The

World Bank Country Economies Department (CECEM) recent review centred on among others:



1} Planning and appraisal of project ability;

ii)  The process of deciding which projects are to be included in the investment programme.
iii)  Monitoring and Evaluation of projects;

iv)  Procedure for budget.

The third major instrument of the World Bank for public expenditure management is the
technical assistance. This entails the financing of expatriates and training assistance as long-term
loans and credit lending as in the case of Jamaica in 1986. These includes the strengthening of
those important functions of the Ministry of Finance, Planning, Central Bank. Training and
temporary Expatriate lending centres on Investment programming, budget preparation and
expenditure Control and Macro-Economic Strategy formulation including the adoption of

common and centralised accounting monitorng sysiem.

2.1.2 MACRO-ECONOMIC FRAMEWORK

In order to arrive at ideal models in forecasting key economie indicators several macro-
cconomic models have come to light. The basic assumptions are about exchange rates and
commodity prices.

Commodity prices have been linked through both trade flows and as well as through capital
flows. The three commodity groups divided are:

i) fuels
it)  other primary commoditics
iil)  manufactured goods.

The financial side of the economy of industrial country models have usuall y been linked
with the rest of the world through exchange rate and regional model by interest rate, this is
particularly true of the Wharton WEFA World Model.

The OECD's Interlink Model on the other hand combines a set of semi-annual macro-
economic models of 24 OECD member countries. Basically the structure of the model is divided
into the domestic side reflects nominal and real GNP, prices, factors demand, private and public
sector accounts. Consumption and imvestment are also broken down to public and private sector
components. Others includes Wages, business sector accounts, government sector, domestic

monetary sector, ete,



The external side of the inlerlink model covers sectors on trade and non factor services, trade
prices, flow of income on investment, volume of trade and exchange rates. The imports of
developing nations in this model are determined as a function of export revenues, adjusted for net
interest payments net changes in transfer and financial flows. Coefficient of spendings and speed
adjustments vary across country groups.

Project LINK system is another model which ties together the national macro-economic
models of the major industrial countries of the world and also regions of the world through a trade
mairix. It only takes into cognisance goods traded between countries and linkages are only
implicitly taken into account. Like the other models discussed the LINK model take into account
the uniqueness of individual country and models are produce for cach country.

The World Bank Economic Analysis and Prospects Division (IECAP) also produces
forecasts for several key macro-economic indicators, Forecasts so produced are further used as
inputs into the Capital Flow Model (CEM) which produces projections for about 90 developing
nations. (Robert E. King, Helena Tang 1989) opined that differences exist in forecasts of carlier
models discussed and the (IECAP), however, the forecasts have agreed on medium-term forecast
ol low growth in 1989 and possible recovery of United States in 1991 and 1992, Simalarly, all
the models produced the same conclusion about policy, particularly the stabilisation of the global
cconomy in the 1990s,

2.1.3 THE PLANNING CONCEPT

The term ‘planning' has often been confused because of the different ways in which itmeans
to individual users of the world. When broadly used, it becomes even more difficult to determine
the basic elements of planning and policy making. Thus, writers on planning seem to define the
term planning in terms of its perceived clements. Varying definitions have therefore been
propounded based on elements of planning as choosing among altematives, allocating resources,
means of achieving goals and a means of future forecast.

The Billy E. Goetz (1949) definition of planning emphasise the concept of "choice”. He
defines planning as "fundamentally choosing”, and "a planning problem arises only when an
alternatives course of action is discovered”. Nyerere I. (1969) seems to be in agreement with the
choice approach, when in a speech to launch Tanzanian's second Five Year Plan planning, he said
'means choosing between many desirable activities because not everything can be done at once’.

George Baldwin (1967) regards planning as a "top-down, bottom up process:. He further



describes it as "a process of examining alternative paths, alternative means to achieve ends,
alternative policy frameworks, alternative priorities in tackling major tasks and an identification
of the key problems ... to be met as the sector moves forward”. K. B. Griffin and J. L. Enos (1970)
in buttressing planning as an alternative strategy refer to planning as "one of the most modern
techniques of all". Comprehensive planning comprised the formulation and interrelation of
society’s goals and the systematic determination of the various ways and extent to which these
goals can be attained”, In an attempt to provide a comprehensive definition of the term 'planning’
by looking atits basic elements, D. Conyers and P. Hills (1984) define planning as "a continuous
process which involves decisions, orchoices, about alternative ways of using available resources,
with the aim of achieving particular goals at the same time in the future”. The confusion on the
use of the term 'planning’ led Wildavsky (1973) to title his article 'Tf planning 1s everything, may
be its nothing'.

However, atleast, to anextent, the theorists of planning seems to agree withelements which
could be associated or seen from the numerous definitions of the term. A very important element
of planning is the decision of which path to take or what possible number of courses of action can
we adopt to a particular problem. The concept of choice could be viewed in terms of what is to
he done and which alternative means will achieve desired objectives? The relationship between
planning and decision-making is so important that planning in theory deals with alternative
approaches to decision making. Planning as a means of allocating resources involves deciding
on how to make the best use of available resources in order to meet the set objectives, the
limitations of available resources and unlimiwed wants of human beings justify why planning
involves the decision on which desirable action should be given priority in terms of allocating
resources. Planning has a purpose and set goals, the use of resources and the choice of alternative
means is but, forachieving the set goals. Planning as means of achieving set goals raises questions
as to how goals are formulated and the nature of the goals themselves. Goals are usually not
adequately defined, or unrealistic or both when compared with the available resources. Forecast-
ing forthe future is also an important element of planning. Inevitably, planning concern the future
because set goals are expected 1o be met in [uture. In 1977, the Independent Commission) was
set up to concerned with examining relevant trend in the world economy, particularly for the
1980s and also looking further into the future.

There is no universally accepted method of classifying planning activities, the most

commonly used methods are the nature of planning goals and the operational levels of goals. D.
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Conyers and P. Hills (1984) examined four different but related criteria 1o include:-
i) The nature of the planning goals;

it)  the scope of the planning activities

iii)  the special level of the planning activity;

1v)  the operational level of planning activity.

Albert Waterson (1965) identifies four broad categories of planning, namely:

i)  "War-time planning', which might be more aptly described as planning in a case of
emergency including unforeseen natural disasters.

i) Town and country planning’, usually referred to as ‘Land-Use planning', 'Urban and
Regional planning’, "town planning' or 'physical planaing' in the developing nations,

i) 'Anticyclical Plunnihg'. developed nations have use the term as a design (o maintain
stability in a national economy and, in particular, to balance the reactions of booms and
depressions which have of recent characterise the world economic history.

Planning activities varied immenscly indeveloping countries. Ramgopal Agarwala (1985)
referred to such planning as 'the plunning experience’ after a survey of more than 300 plans
formulated tor aver 30 years classitied the plans into four broad categories:

1) Those plans where comprehensive, central medium-term planning has been practice with
backing of the political authoritics and influence both public and private spending.  Such
countries include North Africa, India, South Asia and Eastern Europe.

1) Those where planning serves as ways of controlling and directing public spending and of
setting basis of active cooperation with the private sector including foreign investment. Here the
land mark is flexibility and adoptability to changes. Korea, Malaysia, Taiwun@mnmn
examples. |

i11)  Those where comprehensive planning was only applied to by the political authorities only
for soliciting external aid, even though central plans were formulated most sub-saharan African
fall into this category.

iv)  Those where there is little or no emphasis on central planning and where private
investments are directed essentially by price indicators arising from a relatively free functioning

market,



However, Robert L. (1989) observed that since the 1950s and 1960s a major change has
taken place in both the attitude of the World Bank and the developing countries towards the
centralised comprehensive planning. Some countries do not emphasize on the comprehensive
planning while in some other countries a great reliance is placed on market forces and individual
incentives. In most sub-saharan Africa planning agencies have been reduced to the vetting of
investment projects and programmes. Where planning goes beyond vetting they are more or less
an academic exercise without real political baking. In countries where planning still continue
reflecting the special relationship between government and the private sector, the plans, are not
strictly adhered to in terms of target but rather flexibility and consultations.

A number of reasons could be established for changes in centralised  comprehensive
planning, some of them are due to the "structuralist” view of development which characterises
developing nations by social, cultural and institutional factors that affects change positively or
negatively. The oil shook of 1970s seta blow to the role of central planning in developing world.
Financial survival became the order of the day giving eredence to short term planning which in
the long-run affected both medium and long-term planning including investment programming
and public expenditure management.

The planning in the short-term will be constraint by both exogenous and endogenous
factors to the public sector managementand the economy of a nation. The allocation of resources
for the recurrent and capital expenditures will be atfected in terms of composition, size and
phasing of programmes, there is always a trade-of I between different expenditure patterns within
a sector and also between sectors. A more coordinated approach adopted by IMF and the World
Bank is the process of medium-term expenditure planning (MTEP), this is of a three-to-five year
time scope. The components of the MTEP are broadly classified into three.

a)  thelinkage of macro-economic analysis of growth of national income, investment, savings
and balance of payment to public expenditures and revenues.

b) A well phased out multi-year public investment program, rolling and outlays reviewed
annually;

¢) afiscal plan, which should include:
1) forecast of revenues at existing rates of taxaton and consistent with the

MACTO-CCONOMIC ASSU mpl 10NS:



it} forecast of non-tax revenues based on macro-economic projections but without any
changes in policy;

iii)  projection of additional revenues which may be mobilized by, for example, higher
tax rates, a different tax structure, or institutional and administrative reforms in tax
collection;

iv)  projection of extra income resulting from changes in the policy framework of public
enterprises, public sector pricing policy and changes in social service sectors ete;

v)  projection of available of resources for domestic and external borrowing and grants;
and

vi) estimation of current expenditure including debt-servicing defence, administration
and recurrent expenditure on development both committed and anticipated
discretionary expenditure.

The MTEP provide basis for analysing the planning of public expenditure from a macro-

cconomic ramework at least o ensure consistency and also a system of judging plans and budgets
for given periods. So far MTEP in developing countries were in projects formulated over three

year period, rolling and updated annually.

2.1.4 BUDGET AND BUDGETARY PROCESS.

The public sector budget is increasingly becoming the most important apparatus tor
resource allocation, control and management. Public managers have always viewed budget as
the principal vehicle for developing and translating plans and policies into action. Asa complex
process which means different thing to different people budget has been upheld by theoristin the
field Thomas D. C. (1979), Barky B. and Jeffrey S. (-l.‘).'{.’], A Premchand (1984) have variously
tend o agree with the complexity of Budget. The budget, hence, become a multi-dimensional
policy tool. J. Wanat opined seven 'facets’ in which public budget can be percerved. He further
stress that 'the budget can be see as any or a combination of, or indeed all of the following:

1) ) An allocation mechanism wherehy a significant prnburliun of the nation's resources are
channelled into efforts decided upon in the government sector;
i) a process that organizes the appropriation of money by elected leaders for specific

purposes;



ili)  astylized interaction among groups of governmental elites, all of whom have specift -

¢ interest stakes and motivations for seeing particular budgetary outcomcs;

iv)  a technical tool for controlling expenditures, for managing agencies, for particular
programmes;
v)  aritual in which many political and governmental figures go through the paces leading to

a nearly fore-ordained conclusion;
vi)  plain and simple politics, by which is meant who gets what, when and how; and
vil) a measurement of cerlain cutputs of governmental system.

The definition of 'Budget' is as complex asitis diverse from the perception of the individual
on how he view the term budget. Thomas D. Lynch (1979) defined Budget as "a plan for the
accomplishment of programmes related to objectives and goals within a definite time period
including an estimate of resources required, together with an estimate of the resources avaitable,
usually compared with one or more past periods and showing fuiure requiremenis”.

Another detfinition 1s hy Aaron Wildavsky (1985) he says "In the most literal sense a budget
is u document containing words and tigures, which proposces expenditure for certain items and
purpose. The words deseribe items of expendiware (salaries, cquipment, travel) or purpose
(preventing war, improving mental health, providing low income housing) and the figures are
attached to each item or purpose... In the most general definition, budgeting is concerned with
the translation of financial resources into human purpose”.

Robert Lee and Ronald Johnson also define budget as "a document or collection of
documents that refer to the financial condition of an organization (fumily, corporation or
goverament) including information on revenues, expenditures and purposes of government ...
Budgeting, on the other hand, can indeed be viewed and undersiood as a system ... a set of vnits
with interrelationships among them”.

Abubakar Halidu (1986) approaching public budget in acomprehensive view point defined
budget "as an aggregative policy instrument for organising and articulating govemmental goals
and objectives often expressed in terms of programmes and projects usually accompanied by a
financial plan and the instruments for not only attaining some predetermined goals but also for
imposing checks and balances on the relationship between government and the govemed.

Budgeting is in this regard, the art or science of making or determining the budget”.

14



With the exception of the first definition all others have clearly differentiated between
'budget’ and ‘budgeting’, similarly, all the definitions have significantly agreed on the basic
clements of budget or what is universally accepted as constituting the elements of budgeting.

Budget functions in so many numerous ways which may include the following:-

1) Provide assistance in resource allocation;

1)  serves as an analytical tool for predicting performance;

iii)  guide future performance by using the analysis of past performance;
iv) servesas a control device;

v)  serves as a mechanism in which plans are translated into reality;

vi)  help in managing programmes and measuring efficiency;

vii) instrument for achieving accountability both internally and externally;

viit) influence the gencral economic conditions of an organisation.



22 DEVELOPMENT PLANNING AND ANNUAL BUDGETS IN NIGERIA
2.2.1 Review of Past National Development Plans

Nigeria has drawn up tour development plans in its bid to finding alternative strategies to
development in the first two and half decades of its independence.  The first and second
development plans had plan capital expenditure estimates of N2.2 billion and N3.2 billion
respectively. The third development plan was estimated to cost about N53.6 billion after a review
from an initial N30 billion capital expenditure estimate. The forth National Development plan
took off with N8&2 bhillion projection in 1981 to last for another [ive year term from 1981-1985.

Except the Federal Government, most State governments could not achicye half the plan
target in the forth NDP. The federal government for example achicved 55 per cent of its
programme target. Rivers State achieved 41.9 per cent, Sokoto 36.6 pereent, Plateau 33.2 per
cent, Kwara 32.8 percent and Bauchi 32,1 percent. Thus, leaving high concentration of
uncompleted projects in the states. |

Hirdly did the forth NDP programme took off than the recession period sets in globally.
The international oil market dramatically took a new turn with oil prices per bareel falling from
N4y per barrel to N28 per barrel and the output dropped from the anticipated 2.3 million barrels
per day to 1.3 miflion barrel per-day in 1982, The oil prices condition worsened in subsequent
years such that by 1985 the price of crude oil per barre! fall to about N1 and vutput weant down
to below a million barrels daily. Consequently, carnings in oil revenue fall [rom $24 billion in
1981 to $16 billion hy 1985, shattering the dreams of the development planners and the plan.

The government could no longer meet its external obligations to creditors but the trend of
purchases continued uptill 1983 despite the full in the revenue acerued from otl, during the period,
government indgbtedness to the domestic economy (internal) grew remendously. Intlation and
uncmploymcni setin with a lot of uncompleted projects seatiered everywhere in the country:. In
reacting to these trend the government adopted the Economic Stabilization measures of 1982,
These measures increases tariff, taxation, import restrictions and other demand management
measures. The approaches were tightened turther in 1984 and 1985 when the military took-over

POWET.,
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The failure of the belttightening by way of demand management measures led to the introduction
of the Structural Adjustment Programme (SAP) in September 1986 with the following objects:
i)  Restructuring and diversifying the productive base of the economy in order to reduce its
dependence on the oil sector and on imports;

ii)  achieving fiscal and balance of payment viability in both short and medium term;

i)  laying the basis for a sustainable non-inflationary growth;

iv)  reducing appreciably the dominance of unproductive investments in the public sector,
improving the sector's efficiency; and

v)  enhancing and intensifying the potential of the private sector.

The exchange rate system of the domestic currency fundamentally became a vital
instrument.  The open bidding replaced the previous exchange rate system with an aim of
achieving the following objectives:-

1) Greater reliance on relative prices as a means of reducing demand for imported goods,
encouraging the use or consumption of local resources;

i) enhancing the value of focal agricultural products through the promotion of agricultural
production;

1) discourage import-onented-assembly type industries that make heavy demand on foreign
¢xchange; and

iv) the generai promotion of non oil exports.

In addition to the exchange rate system used in SAP other key instruments were adopted
for the adjustment programme which included trade liberalisation, rationalization of public
sectorlnvestment progranimies by ways of privatisation and commercialisation, adoption of
appropriate pricing policies, tight monetary and fiscal policies as a means of reducing govern-
ment deficit financing and counter inflationary trends.

The Gross Domestic Product (GDP) when compared at 1984 constant prices stagnated
during the year 1982 and in the succeeding years recorded persistent decline uptil 1984, this is
mainly due to the economic recession experienced in 1981, The GDP declined from about
N78.197 billion in 1982 to about N69.95 hillion by the end of 1984, recording a negative growth
rate of about 3.6 per cent per annum. fn [985 the GDP recorded an impressive positive growth

rate 0f 7.9 percent, the trend of positive growth rate continued up 1o the 1988 fiscal year such that



the GDP recorded an average of 4.2 per cent growth in real terms from 1985-1988. The GDP
at 1984 constant factor cost also increased atan average of 5.0 per cent between 1989-1992, With
the main sources of growth being agriculture, manufacturing, crude petrofeum, finance and
insurance.

Much of the success of positive growth of the GDP recorded between 1985 - 1992 has been
attributed to the Structural Adjustment of the economy. Chief E. A. O. Shonekan as Chairman
of transitional Council and head of Governmentin presenting the 1993 budget Speech confirmed

the assertion by saying:

"Overall, the economy seemed to have responded positively to
the structural adjustment measures, This 18 least illustrated by
the overall growth ol the ecconomy, improved sectoral performe-
ances and reduced pressures in the external sector. What would
have happened without the adoption of SAP, could be belter
imagined than experienced. It is generally believed that the
situation would have deterniorated further, Much as its imple-
mentation could be improved upon, its adoption has hrought
about indelible changes in our social and economic landscape.
Afteraslow growthrate of 2.2 percentin 1986 and actual decline
of 0.3 in 1987, the Gross Domestic Product (GDP) at the 1984
factor cost registered a growth rate of 7.0 per centin 1988, Also
between 1989 and 1991 and average annual growth rate of 5 per

¢ent was maintained”. 11

The Gross Fixed Capital Formation (GFCF) was about N12.217 billion and N4.87 billion in 1981
and 1985 respectively. This is contrary to the anticipation of the Forth National Development

Plan, GFCF was expected to rise from about N13 billion to over N20 billion projection



between 1981-1985 during the plan period. However, by 1986 an increase of 59 per cent was
recorded over the preceding year.

Balance of payments deficitalso characterised the forth NDP period. Deficit balances were
recorded 1n the external sector current account between 1981 to 1983, these were mainly due to
declining level of export camings and debt serving burden. The balance on the capital account
also declined from N930 million to N172 million in 1981 and 1984 respectively. It further
declined to negative balance between 1985 and 1988, During the same period the debt profile
also continued to increase bath in terms of external and domestic debt.

2.2.2 NATIONAL ROLLING PLAN

The realisation of a medium term public expenditure planning by way of Three Year
Rolling Plan and perspective planning instruments was decided by the end of the year 1988 with
the first National Rolling Plan (NRP) becoming operational in 1990). This plan has been referred
to as the Economic Consolidation and Expansion programme. The Rolling Plan review will be
in the light of experience during the proceeding year and the imperatives of perspective plan.

The main objective of the First National Rolling Plan (1990-1992) in the view of the
government is o consolidate the gains of he Structural Adjustment Programme and also act on
other pressing problems of the economy. thus giving other objectives of the First Rolling Plan
(1990-1992) to he as follows:

i) Atainment of higher levels of self sufficiency in food production and agro-based raw
materials;

i) laying asdlid foundation fora self-reliantindustrial development as akey to self sustaining,
dyanmic and non-inflationary growth, and promoting industrial peace and harmony: -

i) curing unemployment by creating more job opportunities;

iv) enhancement of the level of socio-political awareness as a means of strengthening the
market base economy and reversing the downward trend economy.

As.part of the strategy for achieving the laid down objectives of the plan, priority programmes
were determined for the achievement of the objectives of the Three-year Rolling Plan as follows:-
1) Integrated rural development, including the Agricultural Development Programmes in all

the States of the federation, rural road networks and the development of river basins;
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ii)  Providing infrastructures of basic necessity like roads, mass transportation facilities, power
supply and portable water supply;

iii) completion of on-going industries and the strengthening of existing ones;

1v)  developing small scale industries;

v)  maintaining industrial peace and harmony, intensifying cooperative awareness promotion
of productivity consciousness and enhancing of the programmes of the National Directorate of
Employment;

vi) improving the administrative machinery and bureaucratic framework for coordination of
public sector intervention in the economy;

vii) laying foundation for reducing population growth rate.

It is expected that programmes of capital nature will concide with the rolling plan and he
revised every year and the process repeated every year to maintain a linkage between the rolling
plan and the annual budget. This will lead o an integrated planning process linking annual
budgets, rolling plans and perspective plan.

2.2.2 ANNUAL BUDGETS

Public sector "Budget” has been discussed inthe carly part of this chapter. For the purpose
of closer understanding of how hudget assume significant role within our environment, Aboyade
(1976, p.99) states that "the government's annual budget has in the course of time become one
single mostimportant and pervasive instrument for resource allocation, management and control
in the public sector. The budgetary process also serves as a veritable forum for resolving political
conflict. Most issues of public policy, diverse and complex as they are daily becoming, find
operation expression in the budgeting and financial syslcm-r{i' a government. Thus, government
budgeting, an exercise (or more appropriately, ‘annual ritual’) that was developed initially to serve
the purpose of legislative accountability has today evolved into a potent policy process which
provides the melting pot in which most other policy instruments find operational expression”,

The budget can be traced to the colonial era in Nigeria. The British colonial administrators
met an elaborate system of indirect rule and taxation in Northern Nigeria, where the Emirs and
chiefs were responsihle for the collection of wxes and incurring expenditure lor thetr dormatin.
The Treasury was thus removed from the Emir and Chiefs and all public funds were kept in a

Consalidated fund,
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As a constitutional provision the system of keeping all public funds in consolidated fund
has been enshrined in the 1979 constitution (suspended). Insection 75 (1) of the Federal Republic

of Nigeria Constitution 1979 it states that

"The President shall cause to be prepared and Iaid before cach
Haouse of the National Assembly at any time in cach financial
yearestimates of the revenues and expenditures of the Federa-

tion for the following financial year".

The terms "revenue and expenditures” do refer to the budget at least in a narrow sense,
however, the projection of incomes (revenue) and expenditures in a broader sense with additional
information on other monetary and fiscal policies of the financial year consist the budget
documents of the year.

There are several approaches to budgeting in which guvﬁrnnwnts adopt at different levels,
however, there is no ene acceptable technique that is most workable in finding solutions to
budgeting problems. The most commonly used systems of budgeting can be classified below:
i)  Performance
1) Planning-Programming-Budgetting System (PPBS)
1ty Zero-Base
iv)  Incremental
v)  Bracket Budgetting
vi)  Line-item
vii} Formula

PERFORMANCE BUDGET.

The major elements of performance budgetting are the classification of activity, perform-
ance measurement and reports. Itis a budgetary process that focuses premium on alfocation of
resources on the basis of past performance or future anticipation. Peterson (1976 p.2) described
performance budgeting both in term of "a budgetary structure that focuses on activities or
functions ... which produces results ... and tor which resources are used” and as” a budgetary
process that attempts to allocate resources on the basis of anticipated or past results”. The criteria

for measuring performance have become more difficult particularly when such performance is



to be attribuied to a unit of an organisation. Schick (1971) however, sees the principal thrust of
performance budgeting as that of improving efficiency by means classifications and work/cost
measurement. Performance budget usually lack the support of legislators because of its rational
approach in considering economic situation of a country.
Planning-Programming-Budgetting System (PPBS)

There are ten distinetive features or steps in PPBS (Parden, 1971, Novick, 1973), these
includes:

1. The establishment of specific organisation objectives and goals.

2. Alternative programmes should be developed in order (o achieve the stated ohjectives.
3. Determining the resources to be required for each chosen alternative.
4. Estimating benefits acerued from each programme alternative subject to the outcome of

cach alternative.

5. Analysing both dircct and indirect costs as a means of determining the long-term fiscal
implication of the plan. .

7. Compilation of annual budget.

8.  Evaluaton of success achieved in terms of benefits gained from the programme.

9. Revising planning standard.

10, Repeating the circle all over again toinclude changes inobjectives, goals, strategies, source
availability and the environment.

PPBS is a long term planning device thatentails centralised macro-economic policy (Pyhrr
1973). The major benefits of PPBS have been stated by (Babunakis, 1976) to involve the
evaluation of o
i) the efficiency and economy of programmes;

i) alternative programmes or alternative ways of implementing the same programme, and
iii) giving priority to various programmes to determine their overall effectiveness.

Policy design is one of the major disadvantage of the PPBS, the system demand more than
what the human abilities can carry making its workability almost impracticable (Harlow 1973)
(Wildasky 1975). Another disadvantage is that of the programme implementation particularly
during period of economic decline, a ot of funds could be wasted planning the wrong thing
efficiently (Novick, 1973). Thus, the system focuses more on "what will be done, not how to do

it", (Phyrr 1973, p.12).
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Zero-Base Budgetting (ZBB)

Phyrr (1951, p.645) define ZBB in this way "the term Zero-base does not mean that
everybody's position is automatically 'Zeroed'. What it does means is that we must evaluate all
activities to see if they should be eliminate, funded atareduced rate level, funded at a similar level
orincreased. Which of these funding levels ... from zero to a significantinerease ... is appropriate
will be determined by the priorities established by top policy makers and by the availability of
total funding.

(Phyrr, 1981) went further to identify problems of traditional approaches that led to the
development of the ZBB and are stated as follows:

1) Managementare often force toreeyele budgetting process because proposals often exceeds
the funds available for the plan period;

1) difficulty m translating long-range objective into action plans;

iit) . important problems and arcas of decision making are not highlighted;

) lack of the identilication of allernatives:

v)  difficulty inadjusting budgets and operations readily tochanging situations since workables
are not clearly identified;

vi)  lack of identification of trade-offs among long-term goals, programmes, operating needs
and output.

According to Victor (1987, p. 58), four basic steps are involved in the approach by ZZB
which are:

I.  Identify (develop) decisions puckages which identify and describe distinet activity,
function or operation in such a definite manner that top policy makers can:-

a)  evaluate and rank the ucli“.'ily against other competing activities for the

limited resources:

b)  decide whether to approve or disapprove i,

2. Analyse each decision unit in a decision package.
B Evaluate and rank all decision package to develop the budget proposal,
4. Prepare the detailed operating budget reflecting those decisions package approved in the

budget.



ZBB has a micro-economic approach emphasising more on efficiency of changing
objectives to real operating plans. It demands a justification of every activity at the beginning of
every plan from the base (Carter, 1977). The system provides fiscal accountability, participation
in decision making, reduces costs and increase efficiency by assisting in reducing inefficient

procedures. Duplication of efforts and search for redundant operations.

Incremental budgetting

It has been defined as a budgetting technique in which a given increase (or decrease) is
added to (or subtracted from) the budgeted amounts of the preceding period to arrive at a new
budge figure, (Victor 1987, p.55). Uniform ratio of increments are frequently made for line or
group of budget items in order to arrive at a new budget figure (Caruthers, 1979),

Incremental technique which seems o be the oldestapproachenjoys the advantages of being
flexible and does not require much work and analysis (Wildavsky, 1975) attest to the fact that the
system causes least contlict since most budget participants implicitly assumes cach budget unit
will receive at least as much on which to operate next year as they received for the current period.
The major disadvantages include the emphasts of the system on value in monetary terms than on
purpose of the organisation, efficiency on the use of resource is not a major concern and that new

activities are giving more prominence than existing ones.

Bracket Budgetting System (BBS)

According to Curran (1981), BBS is a synergisic combination of basic concepts in
modelling, simulation, and synergistics that gives management an equalled understanding of the
future”. the system is intended to compliment the conventional budgetting technique to overcome
inadequacies associated with traditional begetting approaches. Compute application is central
in BBS in order to perform innumerable calculations required for the forecast.

The major criticism of the system is that its too technical for most organisations in

developing nations.

Line-Item Budgeting
Babunakis (1976, p.8) detines line-item, budgetting system as a "financial plan of

estimated expenditures expressed in terms of the Kinds of, and quanuties of objects o be
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purchased and the estimated revenues needed to finance them during a specified period, usually
one year", Primarily, expenditure control is the focus of the line-item budget, this is achieved by
means of vote control for the assigned fund utilisation and protection of fiscal resources. The
system emphasise on quantity increase or decrease rather than what should be done (Howard,
1973), furthermore line-item budget does not provide for alternative choice of method in order

to accomplish a given task.

Formula Budget

This is a budgeting system in which financial requirements or operating needs of an
organisation is determined by the use of or application of a formula. This type of budgetting
technique provide uniformity and casy means of preparing and presenting budgets (Moss and
Gaither, 1976), it also provide rational basis for equitable distribution of funds among agencies
or budge units (Caruthers, 1979).

The major demertt of this system ol budgetting is that it discourages innovation practices
since whatever the efficiency rate the allocation of resource will be made in accordance with

specitted formula,

2.2.4 RELATIONSHIP BETWEEN BUDGET AND PLANNING

Government budgets are generally viewed as tools through which public expenditures are
transiated into real achievements based on the accrued revenue to the government. While the
integration of annual budgets into Multi year projections are normally referred to as phase (baun
and Tolbert, 1985). In practice many countries of the world have found itdifficult to link planning
and budge together, Lacey (1989, 17) put across seven reasons for the failure o provide an
adequate link as follows:
a)  'Crosswalk' documents and systems such as forward budgets do not, unlike the regular
annual budget, have the force of law. Consequently, less attention is inevitably paid to them by
both legislators and civil servants.
b)  Forward budgets are frequently overambitious and try to transfer to the planning and

forecasting framework the full complexity of budgetary classification and line items.



¢)  On the other hand, the development plans which should form the strategic basis for
budgetary formulation though specifying general sectoral ceilings, frequently do not contain a
consistent and comprehensive list of projects and programmes.

d)  Theinstitutional mechanisms for inter ministerial discussion based on project submissions
by the sector ministries, and involving both the planning and finance ministries, frequently break
down in practice.

¢)  Forbothlegal and practical reasons, those responsible for preparing the development plan
and (if it exists) the forward budget frequently have less prestige than those who prepare the
annual budget which actually determines the allocation of financial resources. Less attention is
therefore paid to their work by major actors at all stages of the process.

f)  Thoseresponsible for preparing and executing the annual budgetare often subject to overall
budgetary ceilings which may have to be suddenly arbitrarily Towered in response 10 a drop in
resource availability,

This inevitably affects the creditability of the planning exercise.
¢)  The time available for completing the budge cycele is often barely sulficient and does not
make allowance for the more complex requirements of negotiating and incorporating plian
targets.

Attempts have been made over the years to integrate the planning ministry and that of
budget, the experiences have heen mixed, and means to improve coordination between these
offices should regularly be exploited.  Presently, the planning and budget ministries are
independent, defence of budget proposals and rolling plans by line ministries and extra
ministerial departments are done to each separately, however, different approvals for the year's

capital expenditure estimates could certainly be given.
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2.3 PUBLIC EXPENDITURE MANAGEMENT IN THE FEDERAL
CAPITAL TERRITORY

2.3.1 BRIEF HISTORY, POLICIES AND OBJECTIVES

The need for a new capital city for the Federal Republic of Nigeria was necessitated by the
untractable problems of Lagos which makes it unbefitting of a capital city. The major problems
were traced to include poor topography, congestion in terms of traffic, environmental pollution,
housing which leads 1o continuous loss of man-hours and mental distress.

In August 9, 1975, the Federal government under the leadership of late general Murtala R.
Muhammad announced a Seven-man committee headed by Dr, Timothy Akinola Aguda to
examine and advise the government on the suitability of Lagos remaining as the sitof government

of the federation. The terms of reference of the Committee were:

1) 1o examine the dual role of Lagoes as the Federal and State Capual, and advise on the
desirability or otherwise of Lagos retaining that role;
1) inthe eventof the committee Ginding that Lagos is unsuitable tor such i rele, to recommend
which of the two Governments (Federal or State) should move to a new capital;
ii1)  inthe event of the committee finding that the Federal Capital should move out of Lagos,
to recommend suitable alternative locations having regard to the need for easy accessibility to and
from every part of the Federation.
iv) to examine all other relevant factors which will assist the Federal Military Government in
arriving at the nght decision; -
v)  tosubmititsrecommendations to the Federal Military Government not later than December
31, 1978.

The Committee submitted its reporteleven days earlier with thirteen factors eriteria in order
of priority namely:
i)  Centrality 22%
ii)  Health and climate 12%

ii)  Land Availability and use  10%
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iv)  Water supply 10%

v)  Multi-access possibilities 7%\
vi)  Security 6%
vii) Existence of local building materials 6%
viil) Existence of local materials 6%
ix)  Drainage 5%
x)  Soil 5%\
xi)  Low Population density 6%

x1i) Physical Planning Convenience  40%

xiit) Ethnic Accord 3%,

The territory was carved out of Niger, old Kwara and Plateau States. On the World Map
the territory lies between latitude 8¢ 25 and 9°20" North of the equator and longitude “**- 7039',
East of the Greenwich median, this theretore places the FCT in the centre ol the country. With
a land mass of 8,000 square kilometres the terntory share boundaries with Kaduna State (o the
North, Plateau to the East and South East, Kogi to the South West and Niger to the West..

The Federal Capital Territory Decree No 6 of 1976 was promulgated on February 6, 1976
piving the new Capital Territory a legal backing. Federal Capital Development Authority
(FCDA) was also established by the decree. The ownership, control and the administration of
land was rested on the government. The Decree No. 12 of 1985 entrusted executive powers and
responsibilities of administering the territory, vested in the President, to an appointed Minister,

For effective administration, development and coordination the territory has a Ministry,
four Area Councils and nine development areas. There also existeleven parastatals in 1993, The
development of phase one of the ¢ity is almost completed while preparations for the second phase

have reached advance stage. The sit of government has finally moved to Abuja in January 1992.

2.3.2 BUDGETARY ORGANISATION AND DECISION MAKING PROCESS
The focus here is on the authorities of the finance department of the Ministry to determine
impediments to use of the budge as an effective policy instrument. Generally, departments of

finance and supplies of line ministries have been divided into three divisions by the civil service



reforms of 1988 namely: Accounts, Budget and Supplies. Whereas the budget division exist in
the Ministry it has no inspectorate role of parastatals towards achieving budgetary objectives.
There is no office in the finance department that is responsible for analysing and directing
government operations along the same line. The actual number of civil servants in the ministry
may not easily be determined by the finance department let alone other public servants in each
of the agencies and parastatals of the ministry. Determination of total wage and non-wage cost
cannot be accomplished making bench marks for assessing performance and projection of
expenditures difficult, no formidable criteria can be determined for expenditure ceilings,

Lack of coordination of budgetary activities of the ministry with that of agencies in terms
of defence of proposals submitted by the agencies. Since the department does not analyse the
objectives of each agency it will also be difficult to provide standard for measuring budget
performance of cach agency, greater emphasis therefore cannot be placed on budgetary
allocations as means of achieving objectives.

The budget calendar has not been put into real practice if at all itexist. A through calendar
should be flexible and show periodic vanance resulting from exogenous factors like fall in
revenue, disasters and intlation. More often calendars accompany the annual budget "call
Circular” which provide guidelines that ensure compliance ol estimates with minimum expected
revenue. The time frame of the time table (calendar) is so short for meaningful preparations. Over
the years the department of finance and supplies of the ministry issue interim guidelines to
departments and agencies, when such guidelines differ with that of the core ministry the whole
exercise will have o be recycled once again. The system of budget preparation here can best be
classified as hybrid systems aftected by several factors, the Central Bank of Nigeria (CBN) now
acts as a banker like in France, emphasis particularly of social service sector is on expenditure

like in Britain (Premchand, 1983).

2.3.3 BUDGET IMPLEMENTATION AND EXPENDITURE CONTROL

The process of authorisation, disbursement and systematic monitoring of expenditures to
line departments and agencies have been constitution problems in achieving budget objectives.
The main problems associated are that of timely releases of funds, adequacy and evaluation of

the usage of funds so released.
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In the preceding years 1992 and 1993 alot of improvements were witnessed in the release
of fundso the line departments and agencics. The department s also limited by what it receives,
and when it receives the funds for dishursement, quarterly allocations of fund based on the
national revenue acerued during the period have been adopted. However, the fund allocated are
usually inadequate in some situations the final quarter allocation 1s notmade. Althoughthisaffect
projections and projectexecutions, estimates presented by both line departments and agencics are
unrealistically formulated giving room for across the board cuts.

Although greater freedom for spending will always be advocated for agencies a contra
match for accountability in erms of monitoring, rendition of periodic retums and achievement
ot objectives will not only be desirous but essential. Constderzbic determination and will to
control should {ollow procedural steps to be adopted by the department o control expenditure.
An otlfice could be ereated under the budget division for the control and also periedic assessment

and reviews of objectives in line with macra-ceonone goals,



CHAPTER THREE

METHODOLOGY OF THE RESEARCH

In this chapter three broad divisions have been made in explaining the methods used in

undertaking the research work.

3.1 METHODS OF DATA COLLECTION

Generally, the survey research method by an extensive use of questionnaires was adopted
for the research. The tact that the research is on managing public expenditure in the public sector,
responses from the questionnaires alone became inadequate, face 1o face interviews with
structured questions were administered.  Respondents who are seasoned administrators were
allowed 1o freely express their opimions to what the rescarcher considered fo be the human side
of planning and budgeting. The opinions expressed by the public servants (outside the structured
questions administered) were found to be interesting and common with those of others alike who
have been involved in seeking budgetary allocations from the finance ministry in poor countries.
An Argentinian budgeter says "to get paid for the amounts approved from previous years, We
send lfetters, make telephone calls, get the head of the agencey to talk with the finance minister.
We cater to delfegates from finance by being nice to him, by being nasty to im. We compile
impressive statistes...”

The researcher’s experience of more than five years in the preparation of, and defence of
budgetestimates for the Federal Capital Primary Schools Management Board and the Agency for

Mass Education has been brought to bear.



3.2

CRITERIA FORSAMPLE SELECTION AND BRIEF DESCRIPTION

The Ministry for Federal Capital Territory like all other federal ministries has a department

of finance and supplies and that of planning research and statistics. The ministry has about twelve

parastatals namely:

1)
i)
1ii)
1v)
V)
vi)
vii
viii)
1X)
X)
X1)

X11)

Environmental Protection Board
Water Resources Agency

Urban mass Transport Company
health Services Management Board
Directorate of Foods, Roads and Rural Infrastructure (DFRRI)
Sports Council

Agency for Mass Education
Pilgrims Wellare Board

Council for Arts and Culture
Women Commission

Primary Schools Management Board
Arca Council Service Board.

Most of these parastatals are of social service nature they include Education, Health,

environment, Women development among others.  They are set-up by FCT Regulations in

accordance with the enabling decree No. 12 o 1985 which established the Ministry of the Federal

Capital Territory and empowers it to make edicts for the territory: administer, control and

approve, development plans and activities for the territory.
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3.3 SOURCES AND ANALYSIS OF DATA

The major sources of data are the primary and secondary sources which included the use
of unstructured open ended questionnaires and personal interviews for the primary data. The
secondary data included the use of official documents ina restrictive sense, library materials both
published and unpublished World Bank reports and discussion papers, newspapers and maga-
zines, budget speeches among others.

The questionnaires were administered on two levels of budget interest groups namely the
policy makers (Directors and Deputy Directors) and budgeters and planners. Different sets of
guestions were administered to these groups in selected parastatals and departments at random.

A total of thirty (30} questionnaires were administered, 15 copies of questionnaire for
policy makers and 15 copics of questionnaire for budgeters and planners. An average of sixty-
seven per cent response was obtained from each set of questionnaire.  Sample questionnaires

administered are attached as appendix.
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'CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS

4.1 INTRODUCTION _

Managing public expenditu;e in the Federal Capital Territory has much bearing on the
national outlook and also the global approach as prescribed by the World Bank and the
International Monetary Fund (IMF). However, not much has been achicved by way of efficiency,
effectiveness and significant upheaval of our national economy and those of other developing
countrics.

Inchapter one, attempts have been made to highlight the problems inherentin the approach
to public expenditure management in the light of our experience in the federat capital territory.
The problems ranges from the fitness of the reform as a model in the territory and perhaps the
Nigeridn nation stae. Scecondly, in practical sense, the relationship between planning and budget
exccution. The third problem is the ability of the planning department to evaluate the on-going
planned program'mcs of expenditure in terms of technical cquipmént and human resources, The
fourth and final problem is the knowledge of budgetary process and expenditure control on the
part of the budgeters and exccutioners.

Chapter three spelt out the methods of collection, analysis and sources of data for the
research into the enumerated problems and of approach to the management of the public
investment programmes through budget and planning in particular.

This chapter attempts to present, analyse the data and also interprete the results of the data
analysed. The analysis on this chapter are structured on the 4.1 Introduction, 4.2 The Effects of
SAP on the Nigerian Economy; 4.3 National Rolling Plan and the -Achievement of Planning
ohjectives: 4:4 Achievements of Budget Objectives; 4.5 Budgeting Techniques; 4.6 Manpower

Training.



4,2 SAP EFFECTS ON THE NIGERIAN ECONOMY

(Lacey, 1989:1) wrote "... institutional reforms by its nature does not lend itself to strict
modcls or blue print approaches”. The World Bank has used SAP as a traditional instrument for
managing public expenditure in developing countries. The top management included in the
sample were asked to comment on the SAP effect on the Nigerian Economy. their responses
showed that SAP has more negative effects on the management of the economy, these negative
elfects include:

i)  highinflation rate;

ii)  devaluation of our currency;

iii) low foreign investment;

iv)  lack of inward sourcing of raw materials;
v}  under capacity utilisation;

vi)  high raic of unemployment;

This result shows that SAP measures have not really supported the cconomic activities of '
the nation. The structwral adjustment lending operation in terms of rationalisation of pu_hlic
investment programmes and currency devaluation has not served the purpose it is intended to
serve. Wholesale policy reforms as models or blue-pnnat approaches cannot work because of
differences in socio-economic and socio-cultural backgrounds, of independent nations. Market
forces cannot be used as yardstick for determining the value of a currency in a weak economy,
it invariably means competing with currencies of developed cconamics that are themselves
mternally controlled by other factors beside market forces. With already a dwindled revenue hase

resulting from the fall in oil prices public investment programmes are really affected.
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4.3 NATIONAL ROLLING PLAN AND THE ACHIEVEMENT OF

PLANNING OBJECTIVES

The National Rolling Plan (NRP) is an aliernative strategy for development planning. A
rolling multi-year programme of public expenditure clearly phased outand reviewed periodically
is referred to as the Medium term expenditure planning (MTEP). The objectives of planning is
to fashion out development paths, this is the contention of (Baldwin, 1967), (Griffin & Enos
1970). The NRP replaces the national development plan that terminated in 1985 in Nigerian.

The responses from the respondents shows that the NRP concept of development planning
has so far been preferred to the national development plan earlier on practiced because of the
following reasons:

i) it allows for project cost adjustment within a short period of time;
i) defined objectives are achieved within a given period of time:

111)  reduce waste of government funds and time;

iv)  provide opportunity for evaluation.

The result indicates that the multi-year rolling NRP seems o ameliorate some of the
problems of medium term development planning in Nigeria, It is more acceptable by manage-
mentand planners to the national development plan, it therefore support the argument put forward
by (Lacey, 1989) when enumerating the usefulness of the NTEP. He said "it is, nevertheless,
useful in providing an analytical framework for public sector cxpcndituﬁ: planning, which
ensures consistency with macro-economic assumptions and is itself a benchmark against which
existing systems of planning and budgeting may be judged”.

Despite the preference of the NRP over the national development plan respondents do not
show much enthusiasm on what has actually been achieved in terms of public investment
programmes. The respondents attribute such failures to inflation, across the board cuts in
budgetary allocation and the depreciating value of the Naira, thus, causing great divergence
between planning, budgetary allocation and implementation of public investment programmes.
However, the failure of planning in this regard cannot be attributed to inflation and others alike
alone. More often than not policy makers or top management are in a hurry to do everything and
such hurries are translated into the plan without adequate funds to undertake the projects. Typical

of such behaviour was observed by (Caiden & Wildavsky 1974:12), from the 'heart felt comment
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of a Latin America official who said "If T have a plan of public works of ten projects, and I launch
them all at the sometime, 1 am going to run into financial problems. If Ttry to solve those financial
problems only when they appear sometime later, I would be crazy”.

Furthermore, failure of planning as observed during the cause of this research work shows
that most projects are not thoroughly analysed before inserting them in development plans. A
senior planning official of the Planning Commission in one of the NRP defence of proposal
session gave his experience on the poor analysis of the Festac Town Plan where underground
cables were used for phase one of the building. Fund, technical incompetence in terms of
maintenance and the marshy nature of the topography of the land arca which were not considered
carlier led to another huge public investment for the provision of an surface cable network for the

same aread.
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4.4 ACHIEVEMENTS OF BUDGET OBJECTIVES

With respect to the achievement of objectives, mixed reactions were given by respondents.
Top management included in the sample were asked what per cent of their annual budgets have
been achieved in the years 1991, 1992 and 1993. The responses received shows that over 50 per
cent of the respondents have claimed to achieved the range of 30 per cent to 50 per cent of their
budget objectives during the years under review. budgeters included in the sample attributed the
problems of achieving annual budget estimates to include:

i) methods adopted for the release of funds; - -

i)  uncertainty in the amount to be released even when approved;

ii1)  insufficient allocation of funds;

iv) lack of proper evaluation of budget request by officials of the Ministry of Finance;
v) inflation;

vi) devaluation of the Naira to the foreign exchange market.

The result shows that budget achievements are fair in over 50 per cent of the organisations
sampled. However, the problems enumerated above may subject the rate of success achieved 1o
questions. The fact still remains that the problems enumerated are the real dilemma of budget and
planning in gencral. Across the board cuts, inflation, devaluation of currency sometimes renders
the budgetout of shape. Similarly, the mentality of most budgeters as observed from the research
work shows that budget figures are highly exaggerated to provide for the across the board cuts.
Most budgeters in the sample believe that the higher the budget estimate the higher will be the
possible amount to be approved. This implies that planning officials do not evaluate projects
before arriving at approved budget amount.

On solutions for achieving budget estimates, top management in the sample opined the
following:-

i)  thoroughexamination of requestsubmitted in budget estimates by Ministries and Parastatals
to the planning commission and Ministry of Finance is advocated,;

i) where possible, certain items requested in budget particularly those with foreign compo-
nents be purchased by the finance ministry and sent to the requesting department or parastatal in

order to reduce the cost of material;
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1) each ministry's budget office should be given more powers to monitor capital expenditure
projects;
iv)  more budget discipline is required;
v)  regard for financial instruction;

The result shows that there are rooms for much improvement in achieving higher budget
objectives. It may be impracticable however, for the Ministry of Finance to purchase items with
foreign components for the departments and parastatals due to its own functions in the

organisation.
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4.5 BUDGETING TECHNIQUES

There is no universally accepted step by step techniques in budget preparation and, or
budget implementation. Desirability is usually not the subject of focus on on-going projects,
variations in outlays compared to the previous exercise is preferred, and is traditionally referred
to as the "incremental approach”. Despite the short comings of the approach the lcclinique is
widely used and have stood the test of time in both developed and developing nations (Wiildavsky
1979), (Lacey 1989) supported the argument, '

Budgeters inthe sample responded to the question on the process or procedure they adopted
in budget preparation te wnclude: o
i) receive aninterim call circular from the finance department of the Ministry of FCT;
ity  receive call circular from the Federal Ministry of Finance department of the FCT Ministry;
i}  draft budget estimates preparation;
iv}  collation of all budgets received from departments and parastatals by the finance for generul
meeting;
v} re-discussion of the draft to produce copies lor the ministerial consent;
vi}  passing final copics to the federal department of budget and the minisiry for Establishment
and service matters lfdr defense of estimates in terms of increase over last years figure;
vii) approved figures are passed 10 ministry's departments and parastatals [or implementation.

Furthermore, in personad interviews, most of the budgeters in the sample considered the fact
that they rarely have time to analyse previous year performance Variations are approximated
from the previous exercise and increases are reflected in the budget estimate of the current year,
The result shows that there is no thorough analysis of previous year cstimates made belore
arnving at current budget estimates, hence, budgets of departments and parastatals are on the
increase year after year. Similarly, monitoring and Evaluation of performance 1s not given due

promincnce by the finance department, and, or ministry.
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4.6 MANPOWER TRAINING AND DEVELOPMENT

The ability of the reforms on public expenditure management to achicve desired results rest
on the shoulders of the policy makers, budgeters and planners. .

Budgeters and planners included in the sample were asked to comment on the competence
of the planning, research and statistics department or division of their organisationsin monito;-ing
and cvaluation of plan programmes. The response received showed that most of these
departmenis or divisions of planning, rescarch and statistics are not technically equipped, they
lack the technical skills in terms of manpower, management information system, transportation
and government support. The scope and expectations of the planning responsibility is not known
to some of the planners even where computer hardware equipments are purchased the manpower
to make them work is limited. There has notbeen much coordination between the various orguns
responsible for public expenditure planing in terms of training and development,

In respanse ta another question on the type of training nceds required h'y the planners, the
planners included in the sample suggested the following:

i)  On-the-job training by experts within the minisu-y;\

3i)  Seminars and Workshops on medivm term planning such as the National Rolling Plan
{NRP), development planntng in gencral and related fields;

1if)  Organised courses in institutions ol higher kearning;

iv)  Other forms of off-the-job training at home and abroad that will give a broader perspective
of the planning horizon glohally;

These results shows that a lot more is required on the part of human resource, which only
further training can strengthen the planning knowledge of the planners and budgeters in the FCT.
Although departments or divisions of planning, rescarch and statistics are created newly based
on the 1987 Civil Service Reforms emphasis on planning should be given prominence.
Evaluation of investment programmes {or cost benefit analysis is not only desirable but essential

for cftective management of public investment programmes.
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CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 SUMMARY

This research study intend 10 contribute towards the improvement of the management of
public expenditure through budget and planning in the federal capital territory Abuja.

Chaper one deals with the research proposal which includes the back ground of the research
study, preliminary statement of problems of the research, the purpose of the research and the
scope. Also included in the chapter is the significance of the research, limitations of the study
and the definition of important terms of the research.

The review of related literature is the focus of chapter two. In this chapter attempts have
been made to review public expenditure management from a global view point particularly the
World Bank perspective, macro-cconomic framework, the planning concept, budget and budg-
ctary process and the relationship between budgets in Nigeria were also examined in this chapter,
emphasis here were placed on the concept and practice of national development plans, national
rolling plan, policies and strategics of macro-framework and annual budgets. Furthermore, this
chapter also dealt with the management of public spendings as it exist in the federal capital
territory, budgetary organisation and decision making process, budgetary implementation and
control the relationship between planning and budget and finance departments.

The methodology adopted for the research work is the core of chapter three. The methods
of data collection, criteria used for the selection of the sample size and the sources and analysis
of data were examined in this chapter.

In the subsequent chapter, the ministry of the federal capital territory has been studied in
he light of addressing the complex issues of public expenditure management by the process of
identifying, preparing, approving and implementing programmes. The research work reveals the
inadequacies of wholesale reforms and the resultant effects on the economy. The Structural
Adjustment Programme (SAP) has aggravated inflation, unemployment, devaluation of the
Naira among others. However, the medium term expenditure planning (MTEP) here in Nigeria
referred to as the national rolling plan (NRP) is more preferred to national development plan

conceptearlier on practiced until 1985. There are needs to improve the quality of human resource
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involved in planning through tratning, pay more attention to planning, step by step analysis of
public investiment programmes by line agencies or parastatals and regards for budget provisions

by top management.



5.2 CONCLUSION

The fall in oil revenue in the 1980s that precipitated severe fiscal adjustments makes
effective management of public expenditure vital to the economy. With an ever dwindling
resource base, governments are faced with the problems of inflation, under-capacity utilisation,
unemployment, high level of external and internal indebtedness.  Unfortunately, however,
governments are notequipped for the challenge of these external shocks, fall in revenue, changing
role of government in public activities and uncertain environment increasingly affects the
importance of long-term comprehensive planning as an ideal path to development planning. The
increase in the size and complexity of the public sector in terms of management and expenditure
on real wages at the level of top management also alfects the usefulness of comprehensive
planning as a strategy lor development planning. The crux of the matter now falls on the ability
of the government to cope with interest groups competing for the Imited fiscal resources
available at its disposal.

Inreacting to the situation, government concentrated on expenditure control which only has
a short term effect and not synonymous with effective management of public expenditure.
Although expenditure control at the centre-is important, it however, limits autonomy and
increases intervention of ministries over parastatals.  Macro-economic tools are essential
determinants of economic objectives and policies and should be central to the management of
public expenditure.

Dissatisfied with the level of effectiveness in the management of public expenditure,
government adopted what seems to look like an alternative paradigm or at best a wholesale
reform with emphasis on structural adjustment and the entire budgetary and planning process.
Techniques of programme or performance budgets were introduced, thisis inactive collaboration
with the World Bank and the International Monetary Fund (IMF). thus, as an organisation of the
federal government the FCT study presents a miniature of the impact and practicability of the

reforms.



5.3 RECOMMEUENDATIONS

The management of public expenditure through budget and planning is becoming widely
acceptable as a path to development planning in Nigeria. In order to make the management of
public spending, more effective than a wholesale reform in the federal capital territory, we wish
to make recommendations broadly for the parastatals, department of finance and supplies and the

department of planning, research and statistics.

5.3.1 Agencies and Extra Ministerial Departments

Budgetary units should be created by all agencies and extra-ministerial departments, senior
officers who are experienced should be recruited for the job. budget schedules prepared within
a reasonable time and adhered to will give budgetary decision making process and adequate
analysis of public investment programmes the due prominence they demand.

All segments of the agency should be involved in the budgetary process, at least they should
be able to provide inputs into the budget consistent with objectives and policies thatare based on
macro-economic framework. The responsibility for the safeguarding of funds for their assigned
uses should be vested on the budget unit, this will assist in evaluating the success achieved and
effective control of planned programmes. Training of budget and planning staff and the

installation of management information system for effective reporting are required.

5.3.2 Departinents Responsible for Budget and Planning.

The budgetary division should have authority regarding spendings to ensure that extra-
budgetary expenditures are controlled and funds are utilised for their assigned uses. The
monitoring and evaluation of capital expenditures should be intensified by the departments of
finance and supplies and that of planning, research and statistics both in the core organisation and
the line agencies.

A system of periodic reviews of plans or programmes for developing alternative pro-
grammes in the light of changes experienced due (o external exigencies is required in line with

stated objectives, available resources and the agency's environment.
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A comprehensive training programme for budget and planning staff is needed to meet the
demand of planning programme or performance budgets. Financial management information
system providing adequate and accurate data on releases of funds, expenditure, liabilities and

position of funds allocated for particular programme o a particular agency or department.
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Budget and Planning Officers

MANAGINGPUBLIC EXPENDITUREINTHEFEDERALCAPITAL TERRITORY ABUJA:
BUDGET & PLANNING APPROACH

The attached questionnaire attempts to contribute to the researcher's search for means of effective
Management of Public Expenditure in the Federal Capital Territory: Budget and Planning
Approach. Youranswering of questionsraised will highly be appreciated and will be strictly kept
confidential. Ttis for the purpose of a partial fulfilment of Masters of Business Administration
degree (MBA).



NAME OF ORGANISATION/DEPARTMENT:

t.  What procedure or process do you adopt in the preparation of your Capital and Recurrent
expenditure estimates?

2. What do you consider to be reasons why budgets are actually not realised in your
organisation?

3. What methods do you use inevaluating proposals submitled for the National Rolling Plun?
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4.  Assess the achievement of your Organisation in the st and 2nd Naliona! Rolling Plan.

5. Do you consider the Planning, Rescarch division of your organisation technically
equipped ta monttor and evaluate plan programmes?

6. If your answer to the question is no, dous the division require more training?
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7.

State the nature of training required.
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Top Management

MANAGINGPUBLICEXPENDITUREINTHEFEDERAL CAPITALTERRITORY ABUJA:
BUDGET & PLANNING APPROACH

The attached questionnaire attempts to contribute to the researcher's search for means of effective
Management of Public Expenditure in the Federal Capital Territory:  Budget and Planning
Approach. Your answering of questions raised will highly be apprectated and will be strictly kept
confidential, Itis for the purpose of a partial fulfilment of Masters of Business Administration
degree (MBA).
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NAME OF DEPARTMENT:

1. Briefly assess the effects of the structural adjustment on the management of the Nigerian
economy.

2. How effective has been the National Rolling Plan (NRP) in achieving your Organisa-
tional set goals?

3. What per cent of your annual budgets have been achieved in the following years 1991,
1992 and 1993 and how much of it rolled?

4. What could you attribute to be the problems militating against achieving annual budget
estimates in your organisation?




5.  What arc some of the solutions you will propose to above question and your general
viecw on public expenditure management?
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