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ABSTRACT 
The problem with Nigeria lays more with resource governance than resource generation. The weak institutional and psychological basis for good governance, fiscal indiscipline, poor allocative framework and lack of accountability are the precursor to these problems. This has implications on budget implementation and the standard of life lived by the citizens. Beginning from the late 1980s, budgetary policies were misdirected due to the external orientation to governance. This development is attributed to the failure by government to develop an indigenous system of budgeting and resources governance framework. The basis for budgeting has been erroneously criticized as rule based and procedural with little emphasis on outcome. Advocates of the contemporary model of sustainable development have called for the reform of public expenditure system to bring fiscal discipline, efficiency in resources allocation, transparency and accountability to bear on the governance process. This paper placed in perspectives the two-pronged public expenditure reforms: the Medium Term Expenditure Framework and the Public Expenditure Management to ascertain its impact on the Nigerian economy within the short-to-the-long term basis. The paper concludes that the benefits of the reform would be marginal if the right attitudinal disposition is not put in place to champion the course of development through fiscal responsibility values. The paper recommends strict budget supervision, good reportage and accountability as measure for curbing incidences of budget indiscipline in Nigeria.   
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INTRODUCTION 

At the core of the discussion on public expenditure management is the argument about how government raises money and how she spent it. Government is the primary actor in public financial management and determines the income and expenditure profile of the state and this in turn determine the performance of the economy. The increase in population, human needs and public responsibilities have placed enormous fiscal burden on the state. The fiscal burden is managed through scientific and systematic process of revenue generation and expenditure. Revenue generation and expenditure is undertaken by government through a planned process of project definition, resource allocation and utilisation and project implementation. The process of managing public expenditure through a planned process is budget oriented, classical, rule based and activity-centered. Its funding arrangement is largely export dependent and characterized by budgetary deficits due to shortfalls in revenue. This was accentuated by the devaluation of the national currency with a view to encouraging export thereby exposing national economies to external shocks, unfavourable trade returns and high exchange and interest rate regime. This is the bane of development and macro-economic stability in many third world nations.



Emanating from the concern shown by government and some development partners over incidences of budget failures and macro-economic instability, a more process based budgeting was advocated for developing countries. A multi-stakeholders’ approach to public expenditure management was designed to address the challenges of revenue generation, allocation, utilization and management. This broad based public expenditure reform is aimed at stimulating fiscal discipline and institute a more refined, cultured, responsive and responsible process of resource governance within a limited time frame. The success of the new approach depends on the prioritisation of programmes, resource allocation to the basic need of the citizens and the strengthening of the capacities of administrative institutions to promote good governance. This policy statement was captured in the Medium Term Expenditure Framework, Public Expenditure Management and Poverty Reduction Strategic Policy (PRSP) initiatives. The PRSP promote policy dialogue between the less developed countries and donor agencies with a view to enhancing efficient resource governance, promote macro-economic stability and achieve strategic macro-economic objectives. 

METHODOLOGY OF RESEARCH
This paper is analytical in nature. The author used content analysis to examine the issues relating to budget reforms in Nigeria. 

Perspectives on Models of Public Expenditure Management



Any discussion about public expenditure management draws attention to how budget is made, implemented, monitored and evaluated. The budget is one of the macro-economic instruments through which government plan and executes its programmes in line with its fiscal policy. Howard (2001:114) described it as the fiscal plan for allocating government expenditures. The budget streamlines government activities or operations in a way that enable government generate sufficient funds through legitimate means and put the resources into effective and efficient use. The budget is geared towards improving the quality of planned public expenditure and spending efficiency while pursuing a robust fiscal consolidation strategy (BOF, 2011: v). Budgeting overcome the barriers created by unregulated expenditure and the fiscal burden associated with the achievement of national goals. The fiscal burden results from shortfall in revenue, misuse of resources and the poor delivery of services to the citizen at an unsustainable price level.



The budget is the financial instrument through which resources are made available for the MDAs to implement the policies and programmes of government within a fiscal year and or in the medium-long-term basis. Generally, a budget has two components the recurrent and capital budget. Each budget components requires different call circular authorize budgetary releases to MDAs. These circulars are the recurrent expenditure warrant and capital expenditure warrant. This characteristic distinction is associated with the federal and state budgets. Barkan, Gboyega and Stevens (2001:33) noted that the most striking feature of state budget is their commonality with the budget or public investment programme and budget model. They argued that all states in Nigeria operate a similar budget model but each state prepares its budget in line with the guidelines issued by the National Planning Commission in Abuja. While the revenue from the sale of crude oil, taxes and non-oil resources forms the major components of budgeted revenue for the federal government, the revenue shared from the Consoilidated Revenue Account of the Federation is a major component of the budget of the state government in addition to its internally generated revenue. The revenue from the Excess Crude Account even though it may not have been budgeted for goes into financing the policies and programmes of government as contained in the budget plan.

Traditional Model 

Generally, the process of governance involves resource generation, allocation, utilization, and application to the needs of citizens. This approach varies with countries. in the past, government had demonstrated the greater resolve to improving the well-being of citizens through the traditional budgeting system. Budget is seen as political and economic activities with incremental fiscal values in line with established political relations. Under the traditional model of budgeting, government is concerned with the minute details of expenditure items but with little concern for the actual budgetary outcomes. Herein, the MDAs submits request for funds to the executive or the Ministry of Finance. The approval or rejection of the financial proposal is rationalized by the legislature to reflect existing economic and political realities. Prest, (1975:33) identified four stages involved in the traditional budgetary process. These are budget formulation, budget authorization, budget implementation and the postmortem. Each of these stages is significant to the successful execution of the budget hence the process is integrated and coordinated in form. The latter stage is simply referred to as auditor’s report or budget report. Prest (1975: 146) argued rightly that the postmortem stage is the inefficient aspect of budget management in developing countries including Nigeria and takes months or years to be compiled. The traditional approach of budgeting is legalistic and incremental and ensures that the budget of MDAs are prepared and implemented in accordance with laid down rules and procedures. By this consideration, the traditional model of budgeting is assessed by its conformity to the rules and procedures laid down for its preparation and application. Ekholm and Wallin (2000:519-539), Dugdale and Lyne (2006:32-35) and Hansen, Otley and Van der Stede (2003:95-116) criticized the traditional annual budget process for the following reasons: 

Budget(s) are (is) time consuming to put together; budget constrain responsiveness and are often a barrier to change; budgets are rarely strategically focused and often contradictory; budgets add little value, especially given the time required to prepare them; budget concentrate on cost reduction and not value creation; budget strengthen vertical command-and-control; budget do not reflect the emerging network structures that organizations are adopting; budgets encourage gaming and perverse behaviour; budgets are developed and updated too infrequently, usually annually; budgets are based on unsupported assumptions and guesswork; budgets reinforce departmental barriers rather than encourage knowledge sharing; and budgets make people feel undervalued (cited in Lohan, 2013:82).
In the same vein, Jones-Hendrickson (1985: 76-85) identified a number of structural deficiencies associated with traditional budgeting in the Caribbean but which has universal implications on budget management in other countries like Nigeria. These conditions are inadequate attention paid to allocative efficiency, the expenditure decisions are undertaken without due consideration to its financial consequences, the poor linkage between the line item budgetary structure with development plan and excessive control by the Ministry of Finance and the absence of performance measurement and reviews. These are the structural defects that informed the reform of the budget management process in Nigeria. In the same vein, Jackson (1990:212) rests his criticism on the rigid nature of traditional budgeting, lack of in-depth review and the conservatism that favours low level political opportunity cost and short term political decision making. However, Wildavsky (1979:136) is of the opinion that the traditional method of budgeting is cheaper in terms of taking decisions on resources allocation. He submits that it is much easier to agree on a small addition or decision than to compare the worth of one programme to that of all others. In spite of the above cost and benefits, any discussion on the budget reform must seek to address the above challenges. The Supervisory Government Agency (SGA) or the Ministry of Finance must consider these shortcomings while collecting budgeting submissions from Ministries, Departments and Agencies (MDAs) and as well re-allocating fund to them. The delay in the release of fund by the Ministry of Finance to agencies create fluid fiscal relations between budgetary targets and programme coordination that limits the operational efficiency of MDAs and the implementation of the budget in line with laid down rules and procedures. This may results to structural deficit in the budget implementation process. Howard (2001:118) identified two factors that could cause budget deficit: structural factors determined by the type of economy and its relationship with the external world; and the implementation of government expansionary policies which may lead to sharp increases in expenditures. Global economic crisis and corruption also constrained government’s financial capability to finance the budget plan as previously earned revenue is mismanaged. Budget deficit is often offset by loan, the floating of bonds or increase in taxes. The argument of Morrison (1982:468) is more convincing given his rationalization around the level of economic development, growth of government revenues, instability of government revenues, government control over expenditures, and extent of government participation in the economy. This fiscal disequilibrium as Tanzi (1982) described it accounts for the poor performance and accountability associated with budget implementation. For instance, if MDA fails to meet its mandate provided it follows the laid down rules and procedural guidelines for expenditure it is not held accountable for budget failure. In other words, the expenditure of public funds in line with budgetary guideline, but with minimal results is rational and justifiable within the limit of resources release to MDAs. The amount of resources release for budget implementation depends on revenue returns to government. The return on government investment is major source of revenue to government wherein its low yield would lead to poor budgetary outcome.



The lack of transparency and accountability associated with the traditional model of public expenditure management generated much problem for government: deficit financing, wrong application of funds, inappropriate resources allocation, poor outcome and huge debt burden and macro economic instability. In the face of this development, the World Bank and the International Monetary Fund advocated the reform of the budgetary system in developing countries. The result is the adoption of the public expenditure reform (PER). The criticism leveled against the traditional expenditure management pattern raised more contradictions than solutions. It is ironical for one to assume that the poor performance of the national budget in developing countries is a function of its emphasis on rules and procedures. Suffice it to say that the economy of Europe was developed by the rule based system of budgeting. In the same vein, the highest degree of development recorded in Nigeria was facilitated by the traditional budgeting system. What is responsible for budget failures in Nigeria and many third world nations is the interposition of Eurocentric ideas with domestic problems and its policy implementation guidelines. These are mutually incompatible. Indeed, the successful implementation of the national budget depends on government’s ability meet its revenue targets, the political will to release funds allocated and the judicious use of funds. However, the release of budgeted funds might be constrained by poor revenue generation by government.
The Neo-Liberal Model 
In view of the shortcomings seemingly associated with the traditional model of budgeting, the World Bank and the International Monetary Fund introduced a new model in the budgetary system. In the early 1980s, when the economy of third nations began to show signs of failure, the World Bank advocated a reform of the budgetary system and put in place institutional and administrative arrangement that could facilitate the efficient allocation, management, monitoring and evaluation of budgetary resources and programmes by government. The reform was put in place to facilitate the process of loan recovery from the Heavily Indebted Poor Countries (HIPC) by the International Financial Institutions (IFIs). It tends to encourage multiple stakeholders to participate in the budgetary process. The new budgetary system otherwise known as the public expenditure management model recognised as a preliminary step the review of public investment (Public Investment Reviews, PIRs) and the review of public expenditure (Public Expenditure Reviews, PERs). By the first half of the 1980s, a total, of 27 PIR/PERs were carried out in West Africa alone (Rajaram, Krishnamurthy, 2001:2). This budget review processes was jointed supported by the World Bank (WB), the International Monetary Fund (IMF) and the Organisation for Economic Cooperation and Development (OECD). Its primary emphasis on budget allocation gives priority attention to capital expenditure over recurrent expenditure, repair and maintenance over prices of subvention and monetary aid over investment expenditure. This reform policy that advocated a drastic reduction in recurrent expenditure attracted wide criticism in many countries. Another measure adopted in the neoliberal approach to public expenditure management to enhance the institutional capacities to manage public expenditure is the Medium Term Expenditure Framework. This provides an efficient parameter for budget formulation, approval and implementation in the projected short run.


a. The Medium Term Expenditure Framework

The medium term expenditure framework is a new innovation by nomenclature and not in practice. In the past, government had adopted short term, medium term and long term development plans in efforts to promote national development. These development plans (medium term) are framed around government projected revenue, policy outline and coordinated by government for the achievement of net social goals. This enables government to determine the prospective direction and economic effects of economic policies. This view is corroborated by Anyanwu, et al (1997:396) in their assertion that “it is also feasible within the duration of the plan to determine the prospective direction and economic effects of technological progress”. Targets are set and defined within the ambit of the medium term development plan. The achievement of these targets may be undermined by corruption, poor supervision, lack of political will, inadequate financial releases to MDAs and poor commitment by agency staff to implementing the budget. The Medium Term Expenditure Framework which is an innovation on the old short term development plan established baseline criteria for the implementation of a functional budgetary plan. This innovation must be culture specific for optimal success to be recorded in line with Musgrave (1969) assertion that allowance must be made for the political, cultural and social factors that determine the environment in which budget policy operates. Using the conditioning factors, he argued that demographic factors influences public expenditure growth given the size of the population, the age of the population and the rural-urban migration.
i. Institutional frameworks and clearly defined principles are put in place to enable government properly scrutinise and review the budget/fiscal policies and at the same time promote inter-governmental fiscal relation among organs and tiers of government and promote macro-economic development through inclusive budgeting for all revenue and expenditure items;

ii. The provision of budgetary information within a medium term framework and to set medium term fiscal objectives. On this basis, Section 30 of the Fiscal Responsibility Act mandate the Budget Office of the Federation to periodically produce budget implementation report-on a quarterly basis. This is ensure accountability in the use of public funds by MDAs;

iii. The MTEF clearly defines the budget preparation process, procedures and implementation strategies. The draft budget should be presented to parliament in an ethical manner for ratification with specifications on governments’ fiscal policy objectives, the macro-economic framework, budget policies and foreseeable fiscal risks. The MTEF emphasise the public disclosure of budget information.

iv. Budget Execution and Monitoring The spending limits are stipulated by parliament, enforced and supervised by line ministries and the Ministry of Finance respectively. The Ministry of Finance monitors and controls the flow of expenditure on the basis of a unified system of financial accounts. This has facilitated the accounting process and the documentation of fiscal data as shown below for the year 2010 -2013 below. 

Table 1: Analysis of Medium Term Budget Expenditure of Nigeria 2010-1013

	Fiscal Items
	2010 Budget in Billion Naira
	2011 Projections in Billion Naira
	2012 Projections in Billion Naira
	2013 Projections in Billion Naira

	FGN Revenue inflows
	3,179.87
	2,470.26
	2,700.54
	2,875.12

	Statutory Transfers
	183.58
	179.78
	188.76
	196.41

	Debt Service Recurrent
	542.38
	517.07
	566.83
	621.47

	MDA Spending of which:
	4,433.70
	3,933.10
	4,257.67
	4,647.15

	Non-Debt Recurrent
	2,669.01
	2,849.66
	3,085.22
	3,378.13

	Personnel Cost (MDAs)
	1,360.37
	1,634.06
	1,797.47
	1,977.21

	Overheads 
	536.27
	450.00
	495.00
	544.50

	Pension and Public Service Reforms
	270.58
	294.37
	323.65
	355.83

	Multi-Year tariff Order
	65.78
	40.00
	30.00
	20.00

	Other Service Wide Votes
	436.01
	431.22
	439.11
	480.59

	Sub-Total 
	2,669.01
	2,849.66
	3,085.22
	3,378.13

	Percentage Change in Non-Debt Recurrent Spending
	
	-38.60%
	8.22%
	9.49%

	Aggregate Expenditure
	5,159.66
	4,629.95
	5,013.26
	5,465.03

	Percentage Change in Aggregate Expenditure
	
	-10.27%
	8.28%
	9.01%


Source: Budget Office of the Federation 2011-2013
This data are generated through a robust system for monitoring and control of expenditure. It facilitates the proper evaluation of budget inputs and outputs. Line ministries are expected to submit periodic reports of budget performance to the Ministry of Finance in the same vein that Parliament and the Council of Ministers periodically review the performance of the budget and revise targets and policies in line with changing economic or financial realities. As reported by the Budget Office of the Federation (2011: v) the economic climate posed critical challenges to the implementation of the budget. This is evident from the current fall in the price of crude oil in the international market to below $50 per barrel. The introduction of the new cash management system using the Treasury Single Account (TSA) controlled by the Ministry of Finance brought improvement to the management of the budget.
v. The accounting and reporting system has a common classification system that facilitates policy analysis and promotes accountability. 



It advocates the adoption of an accounting principle that goal oriented in terms of  commitments, payments and eligibility as emphasized by the European Union guideline for the disbursement of funds. The definitive criteria are in line with the European Standards of Account (ESA 95 Standards) which emphasize timely, comprehensive, reliable fiscal reporting system with clear indications of deviation from budgetary norms and the establishment of clear procedures for evaluating the efficiency and effectiveness of expenditure policies and programme.

vi. Financial Control: This requires the establishment of a coherent and comprehensive statutory framework that defines the systems and principles of management control or internal control. These ranges from standard and regulation for financial reporting, a modern accounting system conforming with international standards, a defined audit trail which define the roles and responsibilities of participant national agencies like National fund, paying agencies and implementing agencies, ex ante controls of commitments and payments, public procurement procedures effectively implemented and control of state revenue (Jadranka and Marina, 2009:286). An internal audit/inspectorate mechanism is to be put in place with the following credibility values: It must be functionally independent; it must have an adequate audit mandate; and it must use internationally recognized audit standards. Mechanism should be put in place to forestall irregularities and to recover any liability (lost) due to negligence or irregularity.

vii. Procurement System 


One of the essential elements of good governance is the establishment of an efficient procurement system. Such procurement system promote competition and transparency and accountability in the award of contracts by public sector organizations; reduces cost of public expenditure; produce timely results; stimulates private sector development, minimize delays, waste, corruption and public sector inefficiency. This reform adjunct in Nigeria has led to the enactment of good procurement legislation, the establishment of a public procurement implementing agency saddled with the responsibilities to design and implement public procurement policy and national training programmes, develop the capacity of spending units in efficient procurement procedures and establish effective control and complaint review procedures (PPA, 2007:5).

viii. Budget Management of Donor Funds 


Beneficiary nations of donor funds are to put in place a budget control instrument to effectively manage the pre-accession fund. Beneficiary governments are expected to present a multi-annual programme with criteria for inter-agency coordination at the various levels of government, a well designed mutual financing procedures and a sound technical and economic appraisal of the programmes. This standard was set by the European Union for its member states to provide the leeway for the efficient management of public expenditure. Its emphasis on outcomes sees expenditure as a means to produce outputs that would generate the desired outcomes. The need to generate the desired outcome placed premium on the right processes that could lead to budget implementation. Instrumental to achieving the desired outcome is the need to strike a balance between the autonomy and flexibility in the operation of line agencies and the corresponding accountability demanded of them for producing specified outputs.
b.
Public Expenditure Management
Good governance is measured by the quantity and quality of output (services) generated by government from a given unit of input. This is dependent on effective planning. In public sector governance, government uses the public funds to produce socially oriented but desirable outcome. Effective planning towards achieving the desired outcomes raises two fundamental questions: What policy do government implements? What outcome does government seeks to achieve with the fiscal budget? And what procedures, rules and processes should be put in place to enable government achieve the desired outcomes? The reference to outcome called for the efficient and effective budget plan for the attainment of specific outcomes. These outcomes identified as aggregate fiscal discipline, efficiency in resources allocation and its efficient management is the fundamentals of public expenditure management and public sector reforms. The World Bank report (2000) stated that public expenditure management is used to ensure fiscal discipline, increase resources allocation and ensure effective operational efficiency of public expenditure management of various governments (Cited in Salihu, n.d: 3). Under the Fiscal Responsibility Act 2007, the annual budget must be based on the Medium Term Expenditure Framework and must be presented by the minister to the Federal Executive Council for consideration and endorsement. It must be laid before the National Assembly for approval not later than 4 months before the start of the next fiscal year and endorsed by parliament. The MTEF includes macroeconomic framework, fiscal strategy paper, expenditure or revenue framework and consolidated debt statement (Okogu, 2009:7). This brings about efficiency and effectiveness in policy formulation, budget planning, rational allocation of resources and the timely implementation of the budget by government agencies. Public expenditure management is design to correct anomalies in the framework of macro-economic instability and as Allen and Tommasi (2001:19) argued is used by government to distribute and utilise resources productively, effectively and sensitively. For public expenditure to be incurred, government must design an expenditure profile. The expenditure profile is contained in the national budget which defines what government intends to do, how it is be done and the amount of resources required implementing it. The question about what and how of public expenditure creates the necessity for designing mechanisms, techniques, skills and data for the effective management of public funds. The inevitability of financial resources to the existence of nation states and its primacy in resolving the challenges of development raised more concern about designing an appropriate financial plan for macro-economic development. These challenges vary with nation states. In the past, this problem was addressed through the short and long term development plans. Those who have criticized this classical approach to development did so to becloud the influence of external economic relations on development in Nigeria and the third world in general. It is realistically true that reform is an ongoing process but to treat the public expenditure system that accounted for more than 70% of development in Europe and Nigeria as intrinsically bad is to tell the least untrue story about the process of development and the mode of public expenditure management between 1960 and 1999 in Nigeria. To tinker with the development initiatives in third world countries so frequently by the World Bank and the International Monetary Fund is tantamount to ideological dictatorship. Traditional budgeting is criticized for being rule based and procedural in nature but public expenditure is administered based on established rules and procedures to produce the desired outcome (ADB, 2001; ODI, 2003). If the lack of accountability associated with traditional budgeting is converted to positive gains under public expenditure management it might be better. Otherwise, implementing agencies might be as unaccountable under the public expenditure management model as they were under the traditional model. Caution must be exercise not to discard a system that works to suit the preferences of the metropolitan elites. Rather, the mandates of many budget implementing agencies, their structures and processes must be reviewed. The accounting and auditing process must be strengthened for the desired outcome under any budgetary system to be produced.  


Generally, the goals that any public expenditure reform seeks to achieve range from the promotion of aggregate fiscal discipline, efficient resource allocation and the prudent application of resources to supervision (ADB, 2001:1). These goals complement each other and can only be achieved when they is commitment by staff of MDAs towards the achievement of the development goals set by government. The ideological disposition of staff towards public expenditure must correlate input with desired outcomes. This goal is achieved by adopting the right processes and legal framework for budget implementation. The implementing agencies must be autonomous, flexible and accountable to be able to produce the desired outcomes. Fiscal discipline facilitates the efficient allocation and utilisation of resources and programme implementation using institutional and formal constitutional restraints on aggregate expenditure, formal laws and political commitment by the political leadership (World Bank, 1998: 27). Political leaders through the Ministry of Finance allocate financial resources to Ministries, Departments and Agencies (MDAs) based on identified programme priorities and objectives and the forecast of the cost and outcome. Prudent financial allocation through the budget system enhances the operational efficiency of public expenditure either under the traditional or neo-liberal model. The traditional and neo-liberal models of expenditure are distinct expenditure pattern adopted by government to promote good governance and generate good community will. Governance bestowed on government the right to own and manage human and material resources within its jurisdictional capacity. Overall, the macro-economic indicators of public expenditure management are:

i. Aggregate Fiscal Discipline 

Generally, public expenditure regime in Nigeria is characterized by fiscal indiscipline and budget failure. The allocation of resources is not based on laid down principles, rules and regulations. The whole budgetary framework should be based on fiscal discipline. Aggregate fiscal discipline conveys the message that the allocation and utilization of funds for the implementation of the budget should be based on sound budgetary principle. The adherence to the basic principle of budgeting generates the necessary outcome as non-adherence generates adverse results. The outcome correlates public expenditures with the total revenue of government and aligns the internally generated revenue with a sustainable level of foreign borrowing. Fiscal discipline encourages a country to carry out a debt sustainability analysis and to maintain a sustainable debt limit. Also, based on rational economic calculations, aggregate fiscal discipline keeps government expenditure within sustainability limits and enables government to spend within the resource sustainability limits. Part of the reform measures designed to promote aggregate fiscal discipline was the introduction of the cash management reforms where government has placed emphasis on the Integrated Payroll and Personnel Data Initiatives, the Government Integrated Financial Management and Information System and the Single Treasury Account. These policy reforms are framed to promote fiscal transparency and accountability. Public fund is treated as a free governance resource. However, it is difficult to instill aggregate fiscal discipline due to corruption and what economists tagged the tragedy of the commons or the common pot problem. In Nigeria, the Federation Account and the Excess Crude Account are the common pot where public funds are kept for periodic use by the three tiers of government. As part of the requirement of fiscal federalism, periodically, funds are drawn from the Federation Account and the Excess Crude Account and shared between the three tiers of government. Anderson (2010,:2) argued that:

Fiscal federalism studies the respective roles and interaction of government within federal systems, with a particular focus on the raising, borrowing and spending of revenues. It examines the functioning of these systems and tries to provide a principled basis for evaluating them. The study of fiscal federalism can also be relevant for the fiscal arrangements in devolved systems of government that are not strictly federal.

To promote intergovernmental relations, the funds are statutorily distributed by tiers of government to each MDA for the implementation of the budget within a fiscal year as approved by parliament and the executive. This underscored the fact that intergovernmental relations involve the management of power, money and responsibilities among the tiers of government. Each tier of government manages its money instruments within budgetary framework. The budget sets the standard for fiscal discipline, transparency and accountability in the management of public resources. However, many agencies are finds it difficult to secure the release of budgeted funds due to shortfall in the revenue generated and the politics of resources allocation. Sometimes, what is released to MDAs falls short of budgetary provision. The budget of each MDA is a microcosm of the total budget and does impose liability on the total budget. Given this assumption, the aggregate of the budgetary demands by all the budget claimants (MDAs) should not exceed the limit of available resources. By this consideration, the attempt to meet the budgetary demand of MDAs through unstructured expenditure often leads to unsustainable budget deficits, high inflation, high interest rates, burgeoning current account deficits and macro-economic instability that retard economic growth and inhibits efforts at alleviating poverty. This is quite understandable when the budget is treated intrinsically as the aggregate of the proposed income and expenditure of government with sub-aggregate fiscal heads for each Ministries, Departments and Agencies (MDAs). Each MDA is expected to draw from the common pool the aggregate of what she proposed to spend in a fiscal year and as approved by parliament. This principle discourages extra-budgetary expenditure or minimise it and therewith promote aggregate fiscal discipline. Budget and fiscal discipline is critical to national development. However, what is often budgeted for by MDAs and approved by parliament is not released to them due to political intrigues and short fall in revenue. No budget generates the desired outcome in the absence of adequate resources allocation and fiscal indiscipline.

ii. Efficiency in Resources Allocation 
Budget is used to streamline government expenditure and the attendant mode of resources allocation to priority projects and programmes. It is used to streamline access to resources within the limits permitted by law. The budget is a legal document that defines and gives authorization to public institutions to spend money. Any expenditure incurred by government and its agencies beyond the limits approved for in the budget is unconstitutional and ultra vires. Budget is used by government to allocate financial resources for the implementation of strategic policy programmes with a view to promoting sustainable development. The development imperative allows government to spend money on priority programmes that would yield net benefit to society. The variegated needs of citizens should determine the mode of allocation of public resources. In a representative democracy public needs are made known to government through preference revelation channeled through the people’s representatives. The preference revealed are reviewed, moderated and made cost effective and operationally feasible within the medium to the longer term framework by parliament and MDAs. As part of the public expenditure reforms, government introduced the Fiscal Responsibility Act, the Medium Term Expenditure Framework, the public procurement reform and the Built-Operate-and-Transfer to promote efficiency in resources allocation. However, due to political intrigue and lack of assessment tool, it is difficult to ascertain the public preferences relative to a community needs and its associated cost. To ease the burden, it is necessary for members of parliament, line MDAs and regional government authorities to carry out or conduct a preference revelation opinion poll and cost assessment of every revealed need before placing the programme on the policy agenda for budgeting. The policy preference of a community could be determined during electioneering campaign. Requests made to prospective leaders during periods of electioneering campaign by the electorate reveals the needs profile of communities. Preferences are also revealed through effective communication between members of parliaments, President, Governors and Chairmen of local government and their aides because they are part and parcel of the political community. They are expected to interact periodically with their constituents to know their preferences. Such information or revealed preferences could be valued and placed on the policy agenda for budgeting and implementation. The twofold approach enables MDAs to list their preferred items on the policy and budget agenda in the hope of securing higher cost of the budget items in subsequent budgets. This is because once an item of public expenditure has been listed in the budget agenda and approved it becomes easier to secure increased funds for it through lobbying and parliamentary bargain.


The budget bargaining exercise in the parliament (National and State Assemblies) is associated with trade-offs and unethical practices. There has been cases and allegation of demand for gratification from the chief executives of MDAs by members of Parliament to secure enhanced budgetary allocation for the MDA. This practice undermined the principle and goal of fiscal discipline and allocative efficiency. Irrational criteria are therefore used to allocate resources against the allocative efficiency tenets. This has led to more funds being allocated to less priority projects and less fund allocated to high priority projects. Generally, the efficiency in the implementation of the budget depends in part on the resource allocated to line items and in part on the efficiency of its application. Due to economic shocks and or low political disposition, budgetary release may not be adequate proportional with the actual budgeted figure. This has over the years led to the poor implementation of the budget, poor execution of government programmes and poor outcome and projects abandonment. Economic shocks or recession increases government intervention to bail out the economy. The increase in budgetary expenditure by the Federal Government of Nigeria in the 2010 budget results from this phenomenon. The aggregate expenditure of government in the 2010 budget was N4.427 trillion in addition to two supplementary budget heads of N644.75 billion and N87.72 billion respectively. In all a total of N5.16 trillion was spend by the federal government in 2010. In the year 2012, a total of N4.697 trillion was budgeted for but only N4.131 trillion was utilized. The aggregate expenditure specificity for the 2012 budget are statutory transfers (N372. 39 billion), debt service (N559.58 billion), personnel cost (N1.658 trillion), overhead cost (N265.81 billion) and capital expenditure (N1.34 trillion). Only about 88% of the aggregate budgeted expenditure was utilized. Out of N1.017 trillion released for capital expenditure only 71.6% was utilized at the end of the year due to the late passage of the Appropriation Act by the National Assembly (FGN, n.d:1-14). In the same vein, the 2013 aggregate budget was N4.987 trillion with a statutory transfer value of N387.98 billion, debt service N591.76 billion, personnel cost N1.688 trillion, overhead cost N1, 238 billion and capital expenditure of N1.621. As shown above, there is gross imbalance between the recurrent and capital expenditure in the 2012 and 2013 budgets. The implementation of the budget is based on the amount released by government. The sum of N600 billion was released for the implementation of capital projects in the second quarter of 2013 but the cash backing was N598.89 billion. This represents 71.5% implementation rate. The deficit was due to shortfalls in oil and nonoil revenue. However, an additional N250 billion was released in the third quarter of 2013 for the implementation of capital projects (FGN, n.d: 6). The annual budget for the year 2014 was N4.964 trillion.


Since 1999, state governments in Nigeria have been operating with an escalated budget that runs into billions of naira year-in-year-out. The result or outcome of the budget has so far been less satisfactory. For instance, what the Niger state government has spent so far in developing the educational sector between 2007 and 2014 is not commensurate with the level of development attained. The budget for the educational sector in Niger State is shown below. 

Table 1 Budget Trends for Educational Sector; Niger state

	s/n 
	Project titles 
	2007 Amount approved 

(N million)
	2008 Amount approved(N million) 
	2009 Amount approved  (N million) 
	2010 Amount approved (N million)
	2011 Amount approved (N million)
	2012 Amount approved (N million)
	2013 Amount approved (N million)
	2014 Amount approved (N million)

	1
	Development of model schools
	60M
	150M
	30M
	73.1M
	30M
	50M
	50M
	50M

	2
	Rehabilitation of post primary schools
	300M
	706,415,615
	370M
	227M
	500M
	160M
	351.8M
	1.2Billoin

	3
	 Educational . Resources center
	5M
	602M
	10t
	23M
	5M
	5.8M
	5.8M
	3.9M

	4
	Special educ. 
	10M
	1.1M
	1M
	7M
	3.6M
	2M
	2M
	-

	5
	Nomadic educ.
	4M
	3M
	2M
	3M
	10t
	5M
	-
	-

	6
	Mass educ. 
	15M
	3.6M
	35M
	24.5M
	30M
	9.8
	9.8M
	1M

	7
	Science equipment for secondary schls
	70M
	20M
	42M
	50M
	40M
	90M
	115.6M
	-

	8
	Teacher educ. Progr. 
	10t
	10t
	44M
	44M
	10t
	2M
	-
	-

	9
	Primary education
	920M
	1.3 Billion
	1.6Billion
	2.2Billion
	3.8Billion
	1.7Billion
	1.4Billion
	1.6Billion

	10
	Zonal inspectorate offices
	10M
	1.4M
	10t
	50M
	15M
	40M
	70M
	-

	11
	Women and child educ. 
	70M
	461M
	965M
	1.1Billion
	552M
	205M
	-
	220M

	12
	IBB University, lapai
	4Billion
	1.2Billion
	10m
	300m
	300M
	260M
	187M
	150M

	13
	College of education 
	60M
	23M
	20M
	75m
	20M
	25M
	37M
	30M

	14
	Polytechnic, Zungeru
	-
	60M
	25M
	55m
	25M
	20M
	20M
	25M

	15
	Technical educ,
	-
	-
	134M
	55.6m
	30M
	69M
	95M
	115M

	16
	Vocational educ. 
	-
	-
	16.4M
	75.3m
	25M
	3M
	3M
	-

	17
	Information management system
	-
	-
	10m
	190m
	-
	--
	-
	-

	18
	Development of tertiary education 
	-
	-
	-
	190.8M
	50M
	70M
	154M
	150M

	19
	University of Educ.
	-
	-
	-
	-
	-
	-
	-
	650M

	20
	Scholarship Board 
	
	300M
	300M
	300M
	300M
	300M
	300M
	800M


 Source:  Niger State Government Published Budget Estimates.
NB. Not more than 15% of the approved yearly budget is accessed. This is due to the shortfall in the amount received from the federation account, State IGR, and state priority. Primary Education and girl child education are counter funded. 
The introduction of constituency projects and the adoption of the bottom-up approach in development planning create a participatory framework that reveals the policy preferences of citizens. The cost of those programmes could be determined by line MDAs who implement them. The information so generated by the stakeholders gives government the barometer to know the right programmes and activities to implement for her citizens (ADB, 2001:1-4). However, information is often withheld from the budget agency by the implementing agencies (MDAs) with a view to creating the incentive to secure greater concession from the budget approving institution. This problem could be overcome with the help of the middle term expenditure plan (MTEP). The Medium-Term Expenditure Framework promotes short term expenditure forecast and fiscal discipline. This policy which requires MDAs to render annual account of their past performance and to restate on a rolling basis the strategic objectives and targets intended to pursue (ODI, 2003:1-5) created room for the efficient allocation of resources and implementation of policies in line with priority settings. This was introduced in Ghana, Tanzania and Uganda in the late 1990s and has been adopted as part of the new budgetary process in Nigeria. 

iii. It enhances the operational efficiency of MDAs

The new public expenditure management model bestows three corporate responsibilities on government. It limits government’s mandate to promoting fiscal discipline, efficiently allocate resources and implement them effectively. This enable government provides the right quality and quantity of public goods at reasonable cost to citizen. The provision of public goods is done by the MDAs in principal-agent relationship. The principal-agent relationship thrives on the propriety of the congruence between the preferences and priorities of the supervisory government agency and the line agencies on the one hard and managers and staff the other hand. This is based on their shared commitment to the national goals and the disposition to attaining them by stakeholders. This is the basis for the efficiency and effectiveness in social services delivery. Operational efficiency facilitates the supervision, monitoring and evaluation of the performance of the budget and staff by managers. However, it is difficult to monitor the performance of staff where management and staff pursue incompatible goals. This brings about inefficiency (Edgardo, 1997: 423 – 445). 



The second problem associated with operational efficiency is government monopoly. Economic monopoly reduces the incentive to lower the cost and quality of services due to the absence of market competition. Scholars have recommended the privatisation or outsourcing of some service provision heads, contracting of service provision or the benchmarking of service delivery standards in the public sector with the standards in the private sector. Another school of thought recommended the upward review of the incentive structure as embedded in the civil service rules, norms and regulations to motivate the staffs and the review of the procurement rules, regulations and procedures to reflect international best practices. This is likely to create room for the exercise of due diligence and professionalism in the award of contract and service provision by government and private sector services providers respectively.


These policies reforms are not self-propelled policies but are facilitated by individuals and government MDAs. The success of public expenditure reform depends on the commitment of stakeholders to the achievement of the reform goals otherwise less net benefit economic returns may be generated.

CONCLUSION
The public expenditure reform introduced by the federal government of Nigeria brought to dawn the fact that the old budgetary approach to the implementation of national development plans cannot sustain the tempo of development required in contemporary society. It is structurally deficient in terms of audit report, budget review and decision making even others has argued that it is cost effective. It has cast illumination on the fact that a more transparent process of budgeting is required in Nigeria. The standard the new approach to public sector budgeting sets in resources management is purpose driven and has stimulates aggregate fiscal discipline, efficiency in resources allocation and the operational efficiency of MDAs. This marked departure from the traditional mode of public expenditure in line with global trend has enable government to allocate and utilize her limited within her resource capability threshold within three years. This has enable successive government to tap the gains of the reforms and improve the context of good governance. It has challenged government to signing a new but sustainable performance contract with stakeholders in the implementation of the budget and development plans in Nigeria. Generally, development engineering requires sustainable commitment from stakeholders for inter-generational benefits. To achieve the projected development goals within the Medium Term Expenditure Framework, the necessary legislative backing must be secured by the executive for government’s fiscal policies, corruption minimized and the right political will generated in support of the budget plan. The resultant benefits are fed into the strategic development plans and the performance projection for the prospective three years of fiscal strategy policy.


It is necessary that government should be transparent in the use of public funds. The structures, rules and procedures for fund allocation, disbursement and utilization must be defined within operational principle to ensure fiscal transparency, accountability and operational feasibility of MDAs. The various MDAs should be transparent and accountable with the limited resources at their disposal. The traditional attitude to budget implementation characteristic of MDAs must be jettison. The non-progressive attitude (late approval of budget, release of funds and budget implementation) may affect the efficient implementation of the public expenditure reform if adequate safeguard is not provided. A change in attitude is therefore necessary to successfully push the train of development through the budgetary process. The antidote to the failure of any budgetary system is strict budget supervision, monitoring and evaluation by the relevant agencies of government. A good feedback system should be built into the budgetary process to enhance financial reporting and fiscal transparency and accountability. This is the price we must be ready to pay to sustain the tempo of development in Nigeria.
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