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1 Executive Summary

Significance of a robust Public Financial Management (PBYStemin the context of fiscal
discipline, efficient resource allocation and service delivery has gained wide credilolityd

the world Government is responsible for effective and efficient service delivery to its citizens.
Budget is the key instrument reflecting the plans and priorities of a government. The budget
making process should be participatory, transparent, timely, making thic mffices
accountable and ensure public welfare centric good governance.

Under the Local Government©Ordinance2001, Finance Departments were established in the
districts which were performing almosimilar functionsasperformed by the provincidinance
department. But during 2012 the LGO 2001 was repealed and replaced with LGA 20i@greviv
the former District Council system of 19%hd withdrawing backthe powers delegated to
district level departments and abolishing the district finance depats. At presentGA 2012

is in practice since July 2013 in KP&hdthereare no elected district governmemsKP in the
meaning of district governmentsstablished in 2001 or those existing in Punféb.functions
devoled to the district governmenits 2001 have been reversed back to provincial government
It is pertinent to mention that tHeTI led coalition governmenin KPK has promulgated LGA
2013, which will reinsdte the district governments at the patternL@O 2001 with certain
enhanced powertd be devoled to the districts again But the Law has notyet been made
effective

The presenstudyhas feen conducted in thebovebackdrop, whereinderdistrict governments
and Dstrict Finance Departments amet in place. Provincial Financeepartment isesponsible
for their budgetpreparationcoordindion, examination, compilatiorand releasef fundsand

monitoring. The Report presents theassesment of budget preparatiorprocess inthree

departmentsnamely agriculture, educationand healthin the districts as towhat extert the

districts arefollowing the procedures and rulesd whatis the policy proceduraland capacity
gaps, to be addressed

The budget mahkg process consistdf several gps, which intealia includestimely circulation

of BudgetCall Letter (BCL) timely submission obudgetary proposals arsdakeholderpre-

budget consultation. The departmental budget making capacity in terms of staff and equipment
has also beennvestigated.The position emerged from the data analysis is not encouraging
indicative ofveryweak financial management systeoupled withlack of capacityn almost all

the districts as depicted under Conclusion Section

The study has revealed tHB€L is not circulated on time7% districk in caseof health, 636
districts in casef education and 55% districts in caseagficulture eitherdid not receive the

BCL on timeor did not receive the BCL at all. At the average, less than 38% departments
receivedthe BCL before 31 October 2013Similaly majority of the Departmenthave not
receivel the Budget Calendawhich spellsout the schedule of different budget preparation
activities Even he dateof release of budget is not mentionedrianycases.

Submission of Estimates of Expenditure is encouraging as 98%, 89% and 73% of districts
submitted the estimates in case of agriculture, education and health sectors respectively.
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HoweverSchedule of New Expenditts€SNESs)are not prepared by majority of the districts
Statements oExcess and Surrender are not prepared by 55% of the districts. Samdissrthle
position about submission of development projects.

Prebudget consultation is very poas nopre-budgetconsulation took place in 90% of the
districts. Public release gfe-budgetstatement angreparatiorand release dfitizenbudgetare

not practiced at all. There is acugieortageof skilled budget staff. No research is taking place
across the districts anabry few districts have their websites. However net facility is available in
70% of the districts.

In summary the budget preparation process is Very Weak in 18 districts (86%), and moderate in

14% districts, calling for seriousconcertecdefforts for policy reforms, capacity buildingoupled
with abiding by rules and procedures.

[6]
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2 Introduction

2.1  Financeis like blood in the vessels and effective financial management pi@jsole in

optimal utilization of resources faffective service deliveryand betterment of publibves.
BudgetistheGover nment 6 s ¢ o mmitowands iistpolicy Weclaratisns. élbbustt e r ms
and transparent public finance system transl#tes manifestointo judicious use of public
resource with the resultanbenefits ofservice delivery and long term economic succéssa

result greater reliance is placeg donors and gvernments on strengtheningPFM systemsto

ensure intended use of resources and achieving value for money in public expeftigure.

budget preparation process may be open and transparent, follogeptene lines for different
activities and may be policy based, participatory and may entail a systemidafourse
adjustment andffectivemonitoring.

2.2  Budget is the estimatef income and expenditure for a financgyalar Objective of budget
is to:

1) Control income and expenditure (the traditional use)

2) Establish priorities and set targets in numerical terms

3) Provide direction and eordination, so that government objectives banturned
into practical reality

4) Assign responsibilities to budget managers (Principal Accounting Officers and
DDOs) and allocate resources

5) Monitor performance against targets

2.3 Major Servicedelivery takes place in districts. Effective budgegthas direct bearing

on the quality of service delivery. This study has assessed the budget making process in Districts
of KPK, in a bid to pinpoint the weaknessiesthe systenand suggest policy remedies for its
improvement. A survey has been conductedlimut of 25 districts irkKhyber Pakhtunkhwaby

serving a detailed Questionnaiféne remaining four districts were noesponsiveThe survey
instrument is designed on the binomRdraMetric scale (Yes/Nopr close endedjuestions

along withfew openended questions. The survey commigeestions related tssuance of
budget call letter (BCL), budget calendd&mely preparation ofestimates of expenditure,
finalization of statement of new expenditure (SN&)bmission of ew development project
proposalsand availability of budget and research steifflaccess toT and intenetetc.

2.4 The survey has been conducted hnee departmentsamely agriculture, education
and health28 questions were asked throutle Questionnairecomprising 17bjective and 11
subjectivequestionsout of whichl5importantvariables have been thoroughly investigated and
analyzed in thisReport The study comprehensivelgoversall aspectsof performance ofa
district governmenin terms ofissuance obudget cH letter, budget calendar, estimates of
receipts andexpenditure, statement of new expenditure (SNEyised budgetestimates
statement of excess and surrend@asting of budget staff & their capacity building, any
researclhconducted for improvemenproposals fomew development projestmeaningfulpre-
budgetconsultation, availability and use of computers, internet, website, makigre-budget
statement and citizen buddet public etc. All of these variablesave beeranalyzedwith the
help d fact sheetand graphicapresentatios
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2.5 The Questionnaire has been developed keeping in view the Public Expeiaditure
Finanga Accountability(PEFA)and Open Budget InitiativeOBI) standardsto be in harmony
with international best practicdsr public sector budgatg and maintaining fiscal disciplipe
making it open, transpareromprehensiveparticipatory credible, predictabland subjected to
parliamentary oversight.

2.6 Citizensd6 partici pat i @nreparationidimhperativephentiti a |
comes to taking importarfiscal and economic decisions in Pakistdach participatory process
will enablethe publicto know the fiscal limitations of the government, resources availaioie
priorities given to their poblems, sense of ownership and abovealks and cons of economic
decisiors.

2.7. As mentioned in the Executive Summary that KPK is in transition from the devolved
local government system under LGO 2001 to LGA 2048 to be implementgdand presently
experiencing the LGA 2012, promulgated by the ANP led collation government, whileh is
facto of the Local Bodies system of 1979Though there are no district governments in place as
such, however, while appreciating the fact that lioneladithe provincial budget is spent in the
districts and thushis studyis focused on thebudget preparation process district level
departmentsto assess the capacity and performance of distlesges of vitaimportancehave
been highlighted as a result of thadid evidence basefécts and figures, emerged as a result of
the primary data collected through the survElye response and situation is at variance in the
three departments undstudyi.e. agriculture, educatn and healthn the districts in terms of
their budget making process. Tinéerences derived from the analysis have been translated into
viable setof recommendationas a policy inpufrom Citizen Network for Budget Accountability
(CNBA) led byCentrefor Peace and Development Initiatives, (CPidk) the consideration of
government of KPespecially Finance and Plannisigd Development Departments

[8]
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3 Objective of the Study

3.1 Districts are directly associated with public service delivery neta@otkinfluence the

most the lives of a common citizerAlmost 60% of provincial budget is spent in districts.
Educati on, heal th and agriculture are the mai
financial management system and fiscal disclis a key to the optimal use of thecarce

financial resarces for theserviceof public.

3.2 This study has beencarried out bymembers of Citizen Network for Budget
Accountability (CNBA)to evaluate and analyze tipeocess of budget making at thestricts 6
level in KPR, thatwhether the district governments KP are following theprescribedorocedure
and timelines during the budget making procasdthat whether finance departmehnas timely
initiated the bud@t making process and sensitized departmerg and that whether the budget
prepared is participatory, public centric and transparérm?incial Budget Manual angistrict
Governmerdg 8udget Rules 2003yrovides the frameworknd guiding principlesand whether
the departmenthavefollowed themin the budget making process amalvetaken measureso
follow thetimelines.

3.3 Objective of the study is to pipoint the weaknesses in the budget making process and
make evidence based recommendations for policy reformgsarediressaht appropriate level.

3.4 The systemSWOT analysidasidentified visible gaps in the budget making process,
calling forthe attention of thgovernmentor reformsin the systemit includes both operational
and capacity is®s and necessitates policgeasuresto make the processeffective and
meaningful.Main contribution of this studis the firsthandknowledgeabout the state dffairs
on groundabout the budget making capacity of the distriatgarenesamong stakeholders by
generatingproductiveand meaningfuldialogue, helping thelistrict governments tstreamline
their performance ant persuadehe stakeholden® beefup their roles and responsibilities.

[9]
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4 Methodology

4.1 This comprehensiveeport about thdistrict budgetmakingprocesses KPK is based

on an elaborate primarydata survey, by serving a structureduestionnaire(primary data
collection tool) developed byCentre for Peace and Development Initiatives (CP&xiy
collectionof data appropriate for statistical analysibe survey was carried out through mobile
based interview application. This application is used for the first time to conduct such a
comprehensive study in KHotal rumberof districts in KP are 25 (one new district has been
notified but not yetmadefunctional, which will make the number 2&nd21 districts out of 25

are covered in this surveyThe survey instrument ipredominantly basedn the binomial
Paranetric scale (Yes/Nojr multiple choice model to test the depth of the proklem

4.2 Three departments namely education, health and agriculture have been covered in the
study. The survey comprisequestions related tarculation ofbudget call letter (BCL), budget
calendar, timely submission ofbudget poposals meaningful pre budgetconsultation,
availability of skilled budget staff & their capacity buildiagd usdT etc. DEOs education and

their subordinate staff, DHOs and their staff and District Directors of agriculture and their staff
such as Accountants, Budget and Accountd@ffs, Senior Clerks, Field Assistants, Head Clerks,
Office Assistants, Junior Clerks and Computer Operators have been interviewed in the three
district level departments namely Education, Health and AgriculRistricts wise departments
coveredare givernin the table below;

Table 1
Districts with Departments covered in Surve

# District Education Health Agriculture
1 Mansehra \Y \Y \Y
2 Hangu \Y \% -
3 Swabi \Y - \%
4 Bannu V - \
5 Swat \Y \Y \%
6 Malakand - - \
7 D.l.Khan \Y \Y \%
8 Bunner V - \
9 Lakki Marwat \ - \Y
10 Tank - - \Y
11 Battagram \% \% V
12 Tor Ghar \Y \Y \Y
13 Karak \ \Y \Y
14 Nowshera \Y - -
15 Charsadda V \Y \
16 Kohat \% \Y \%
17 Dir Lower \Y \Y \Y
18 Peshawar V \Y \
19 Kohistan \Y \Y \
20 Mardan V \Y \
21 Shangla V V V

[10]
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4.3 In the analysis section, tables and graphs are gendoatadalyzingthe variables for
thethreetargetdepartments (agnidture, education and healtim) 21 districtsof KP, deriving the
districtd status aboubudgetpreparationThe format of questions requirésdependenanalysis
Number of districts habeenmentionedin the departmentand qiestions matrixhighlighting
the number of districts fallingn the specific indicatorThe numericalvalues in each table
representhe numberof districts against eaclidepartment andariabldresponseGraphs have
been incorporated for pictorial presentation of the situafibe. questionnaire consists @dbsed
ended questionswith 2-4 options Secondary and tertiary closended questions aralso
provided in the qgestionnaire forin-depth data analysisi.e. in case ofBCL, a set of three
guestions under the variable (BCL) are askedh respondentsThe aggregate outcome of the
survey by district and department has been analyzed in the conclusion section.

4.4 Scope of thestudyis budgetpreparation in district governmentsnly. Some districts

and somalepartmentsvithin districtsdid not share informatigrwhich is the limitation of this
study. Besides the Questionnaire served on clerical staff have the probability of lack of
knowledge bout the situation and may also be the limitation of the study.

4.5 In the conclusion sectionhé Questions have been clubbed into 4 categories namely;
timelines in budget preparatidB Questions)preparedness or timely submission of budgetary
proposals (5 Questions) transparency and community participatigB Questions)and
district/departmental capacif¢ Questions) Based on the indicators, the score obtained is 1 for
Yes and 0 for Npagainst a indicator/questiowhich has been summed fgr the Questions in a
category andhusstatus of a departmehas beemetermined in percentage terms by ding the

total score obtained ovéotal score of the indicators in the group. The district level status has
been derived by summing up the scobtained by the three departments and ohgid by the

sum of totalbf all Questions asked from the three Departments.

[11]
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5 Budget Call Letter (BCL)

5.1 Following is the typical BCL:
S No | Process Tgnta_tlve Remarks/entity responsible
Timeline
1 | Budget Call Letter August By FinanceDepartment
2 | Budget Order August -Do-
First Quarter review of By Planning& Development
3 October
Development budget Department
. Proposals routethrough
4 Schedule of New Expenditure October PAOs and examined in
(SNE) Continued Fi
iInance Department
5 | First edition or permanent budg| October/Novembe| -Do-
6 Estimates of Receipts December -Do-
7 Rewsed budget estimates Currg December/January -Do-
expenditure
8 Second Quarter review of Januar By Planning & Development
Development budget y Department
Revised budget estimates Proposals routed through
9 Receipts January/February PAOS
Proposals invited from By Planning & Development
10 departments for ADP February Department
11 Revised budget estimates March/April -Do-
Development
Schedule of New Expenditure . Proposals routed through
12 (SNB) Fresh March/April PAOS
13 | Release of revised budget currg April By Finance Department
14 Third Quarter review of April By Planning & Development
Development budget P Department
Con_sultat|on_W|th L Jointly byFinance and
Parliamentarians, media, civil , .
15 : : : April Planning & Development
society, academia and business
i Department
community
16 Release of revised budget April By Finance Department
development
17 | White Paper on Budget May Compiled by Finance

Department

[12]
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Federal Government indicates
18 | the share in the divisible pool al May Ministry of Finance
other major heads
19 PFC decides on the Provingial Ma Provincial Finance
districts resource sharirigrmula y CommissionPFC)
Indicative budget ceilings Districts already in the proceq
20 | communicated to district May of budget adjusts their budge
governments size accordingly
By FinanceDepartmentfter
21 Finance decides on the size of Ma adjusting the current budget
ADP y requirement and share of
districts
By FinanceDepartmengs part
22 | Annual Budget Statement May of summary financial data
document
23 | Approval by Cabinet June -Do-
24 Circulation of Economy July By Finance Department
measures
25 | Budget Releases July -Do-
26 | Budget Execution Round the year Line Departments
27 | Pre audit/internal audit AGs and LMs
28 | DAC/PAC P. Assembly Provincial Assembly
5.2 Annual budgepreparation in the public sector begins with the issuance of budget call

letter or circular by the respective Finance Departments at the feperaincial and district
level. BCL is issued taAdministrativeSecretariesvith copies to Heads of attachedgaetments
and Deputy Commissioners in districts. The concerned Line Departmetitsrfcirculatethe
BCL among their respective district tiers of officéte call letter provides a calendar for key
activities, timelines to be met, apilicy parametersor preparation of budget proposals, and
format in which districts may submit their budget proposBISL is required to be issued in
September every year but most of threds it is either delayed or amt reach the departments
on time and sometimesig not issued even by the endMérch This study hasried to find out
the weaknesses in timely communication of BGY approaching the officials in the three key
departments in the districts K P . The question asked i seniHas
received?The following three options are providaedder this question:

a) Yes BCL has been received beforé'@ttober 2013

b) Yes BCL has been received between 1st Nov 2013 and 31st March 2014

c) No BCL is not received till 31st March 2014

[13]
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5.2 The followingposition has emerged indicating number of districts fallindenoption
a, b and c againste three departments.
Table: 2 (Receiving oBudget Call Letteby District Departmenjs

Yes, BCL has been Yes,_ BCL has been No, BCL is not
. received between 1st . .
Department | received before 31st received  till  31st
Oct 2013 Nov 2013 ‘and 3Ist|\y-roh o014
March 2014
Agriculture |9 8 3
Education |7 9 3
Health 5 7 3
5.3 Table 1 shows that in 9 districts of Kfe agriculture departmehas received BCL

on time i.e before 3% October 20138 districts have receivedbietween I November 2013 and

31% March 2014, whereas in three districts, the BCL has not been received by*esenil 1

2014. Out of the responses from 20 districts, 11 (55%) districts have atteéved the BCL

very late orhavenot received at all. This is indicative of weakness in the financial management
system andack of capacity inthe departments. Similarly in case of education and health
departments only 7 (37%) and 5 (33%) of thepartments respectively, the BCL has been
received on time. However in 9 and 7 districts in these two departments respectively, the BCL
has been received quite late; betwegmNavember 2013 and $March 2014. It has also been
pointedout that for eaclof these departments indsstricts;the BCL has not been received till

31% March 2014, which is of no use if received even by February, as most of the activities are
finalized by February every year.

5.4 The following bar chartpresents the number of districts against the three indicators,
indicative of weaknesses i
adherence to the budge ¢ -

. . M Yes, BCL has been
manual/rules. The position is| g - received before 31st
comparatively better in 7 - Oct 2013
agriculture department but quit 6 -
dismal in educatlt_)n an(_j _healt 5 - = Yes, BCL has been
departments, as in majority 0 4 - received between
districts the BCL has been| 3 - 1st Nov 2013 and
received late fetween 1st Nov| 2 - 31st March 2014
2013 and 31st March 2014), whe 1 - No. BCL is ot
majority of the activities are 0 . received till 31st
required to be completed. & < & March 2014

¥ > &
O & R
W& S

Graph 1: Receiving oBudget Call Letteby District Departments

! The number of districts has been mentioned against the departments in the tables. Otherwise the tables would look
jumbled if names of the districts are incorporatedvery tableinstead of numbers.
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6 Date of Budget Release is mentioned in BCL

6.1 The second question i s about the date of
budget mentioned in the BCL? The optidoisreplieswere;

a) Yes date of budget release is mentioned

b) No date of budget release is not mentioned

¢) Information not shared

6.2 Table 3 shows that in 6 (29 districts, in case ofagriculture departmentthe
information has not been shared aménother 7 (3%) districtsthe date of budget release was
not mentioned in BCL. Rest of 8 (38 districtsdid respondhat the release date of budget was
mentioned in BCL. Similarly in case of education and hedipartments, @listricts each
revealed that the date of budget rekawvas not mentioned in BCL, whereas the same
departments in 8 (57%istricts and 6 (50%) districts respectively responded that the release
date of budget was mentioned in BCL.

Table: 3(Date of Budget Release mentioned in BCL

Department | Information not | No, date of budget | Yes, date of budget
shared release is not | release is mentioned
mentioned
Agriculture | 6 7 8
Education | - 6 8
Health - 6 6
The following graph shows that in cas ¢ — —
of  agriculture and educatiot ;7 | g & | I minformation not
department, majority of districts agre 6 - — el . shared
that date of budget release wi 5 -
mentioned in BCL, however, in case ( 4 - u Date of budget
health department majority of district :'23 ] released was not
showed that budget release date w ; | mentioned
not mentioned in BCL. 0 - Date of budget
e N N release was
_@*‘é \}(_:§0 Q@'Z}& mentioned
& 9

Graph 2 : Date of Budget Releass mentioned in BCL
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7 Budget Calendar

7.1 A budget calendar indicatelkey dates in the process of pregtaon and approvabf

budget. Which includes date of budgetcall letter dates for submission of different budget
proposals to financdepartment through the respective @tied and line departments, tifraane

for discussing estimates with the ministries and departments, the date the executive budget is
submitted to the legislature, legislative review including dates for budget heanmbthe date

the budget appropriations bith be passed by the legislature.

7.2 I n the survey the question related to bu
received the budget calendar with BCL sent b
were;

a) Information not shared
b) No budget calendar was not received
c) Yes budget calendar was received and copy was shared

7.3 The statistical position emerged aftdecodingthe responsess reflected in the
following table:
Table: 4(BCL is accompanied bigudgetCalenday

Department | Information not | No, Budget Calendar | Yes, Budget Calendar
shared was not received was received and copy
is shared
Agriculture | - 11 5
Education |- 15 1
Health 1 8 3
7.4 The data shows that in agricultur

department 11 (69%) districts informed th| 16 -
budget calendar was not received with t 14 - = Information not
BCL. However rest of the 5 diicts® | 12 - shared

responded conversely that budget calen 10 -
was received with the BCL and its copyswv
shared. On the other hand, sducation
department 15 (94%) districts informed th
budget calendar was not received with B(
while only onedistrict admitted the receipt
of budget calendar. The health department S
one district did not share information
however rest of the 8 (73%) districl

informed that budget calendar was n-*
received with BCL and only 3 (27%.

B Budget Calender
was not received
with BCL

O N B~ O
TR T R B

Budget Calender
was received with
BCL

Graph 3: BCL is accompanied bfudget Calendar

2 There are 25 districts in KP. 21 districts have bemrered but in some districts either all departments have not
been covered or all Questions have not been responded.
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departments responded that they have received the budgetiaahlong with BCL. The graph
exhibits the position that majority of the departments in the districts have not received BC with
BCL from the provincial finance department.

[17]
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8 Estimates of Expenditure

8.1 As per the budget guidelines, the district departments are bound to submit their
estimates of receipts (income from user charges, fines and othertamdtes oéxpenditures
in response tthe BCLtill January The questi on adepagndentsubmittedi Ha s ¢
their estimates of receipts and expenditure t
a) No, Estimates are not submitted by District department
b) Yes, Estimates are submitted by District department

Table: 5(Submission oEstimdes of Expenditures)
Department | No, Estimates are | Yes, Estimates are
not submitted by | Submitted by District
District department | department

Agriculture |1 18
Education |2 16
Health 4 11
8.2 The data showed that agriculture department of only one district did not submit the

estimates to the provincial department however rest of the 18 (95%) districts submitted the
estimates. In case of education only two districts did nangulbe estimates to the provincial
financedepartmenthowever majority of

the districts i.e. 16 (89%) submitted the

estimates. Similarly health department 18 1

4 (27%) districts did not submit the 12 ] _
estimates and rest of the 11(73% |, . 'ESt'ma;es_We;eb
districts submitted iem. By and large o ;?;Z‘i‘st:?c'fe Y
the position is encouraging. However tf g department
reply is silent about the submission ( ¢ - _
estimates of receipts, as it is an integ| 4 - = Estimates were
part of the budgetary proposalslt is | 2 - Z‘i‘i:?c':ted by the
pertinent to mention hetdatthe budget| o0 - - department
estimatesare projectedon the lasis of & S Ny

budget of preceding financial year, ir ﬁ\o* 600"’ ¥

case ofnonsubmissionof proposals by| ¥ ©

the departments on time. Graph 4 : Submission oEstimates ofExpenditures
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9 Finalization of Statement of New Expenditure (SNE)

9.1 The officials 1in
been finalized by the
a) No, it has not been finalized
b) No, it is not required as there is no such demand from district department

c) Yes it has been finalized

the 3 department SNEwer e

h
di strict department?o0

9.2 SNE is meant for creation of new posts using adsded formapreform The new
posts can be for the new buildings constructed or meeting the deficiency in staff in the existing
schools, hospdtis etc. Data collected (Tablg shows,that in case of agriculture department 4
(22%) districts did not finaliz it however another 4 (22%) districts responded that there is no
such demand from the district departmend that is why it is not required for the district
department to finalize it. 10 (56%) districts revealed in agriculture department that they have
finalized it. In case of education department, 9 (47%) districts responded that they did not
finalize it, however 4 (21%) of them responded that it is not required. In rest of the 6 (32%)
districts the department agreed that they have finalized SNE. énafdsealth department, 8
districts responded that they have not finalizetioivever only two of them agreed that it is not
required. Rest of 5 (33%) districts responded that they have finalized their SNE.

Table: 6(Finalization of SNE)

Department | No, it has not been | No, it is not required | Yes, it has been
finalized as there is no such | finalized
demand from district
department
Agriculture | 4 4 10
Education |9 4 6
Health 8 2 5
9.3 A significant number of
districts/ departments show thi 10 - -
despite its requirement, SNE wel 8§ = | ® It has not been
not prepared on time, whicl 6 7 finalized
delays the ope_ratlonallz.atlon « 4 Y @8 -E ® It is not required
the service delivery unitsThe 2 -
given graph provides a quicl ¢ . o
overview of thedistricts position & & & It has been finalized
where te situation is better in & & &
case of agriculture departmer & <&
viz-aviz education and healtl Graph5 : Finalization of SNE

departments.
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10 Preparation of Statement of Excess and Surrender

10.1 Statement of Excess and Surrenders or revised budget estimatgsoamgnous Data
aboutpreparation of Statement of Excess and Surrender wigsteol. The departments prepare
the statement in December/January keepingiew the trendin expenditure of the first 5/6
months of the given financial year (from July to November/December) angdproudgetary
requirementdor the remaining 6/7 months of the financial year. During this exercise the saving
under any head of appropriation (object) is surrendered and dadelsonal amount required)
against any head of appropriation (object) i m@en ded. The question was 0
excess and surrender been prepared by the dis
a) No, It has not been prepared
b) Yes, It has been
Thepositionemerged as a result of the survey is as follows.

Table: 7(Preparation of Statement of Excess and Surrender)

Department | No, It has not been | Yes, It has been
prepared prepared

Agriculture | 8 11

Education |14 5

Health 7 8

10.2 In agriculture department 8 (42%) districts responded that they did not prepare the
Statement of Excess and Surrendenereas majority or 11(58%) districts have prepared it. In
education department 14 (74%) districts revealed that they have not prepared it and only 5 (26%)
departmentsesponded that they have prepared the Statemenask af health department 7

(47%) districts conceded that they have not prepared it however majority 8 (53%) districts
revealed that they have prepared the Statement of Excess and Surféiglgshenomenon

shows that non submission of the statementtiroa makes it difficult to revise the budget on

need basis and hence hampers the resource management and affects the performance of the
institutions, owing to difficulties in r@ppropriation of resource crunch.

10.3 The graph clearly
indicates that in majority of 14 -
districts, agricultureand health| ,,
departments have prepared t 10 |
Statement of Excess and Surrenc W It has not been
however the position is dismal if ° Prepared

case of education departmer
which is in consonance with th
overall performance of the secto
due to its gigantic size and wee : :
capacity. Agriculture Education  Health

H It has been
prepared

o N B OO
I

Graph 6 : Preparation of Statement of Excess and Surrender
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11 New Development Project Proposals

11.1 Once the BCL is issued, every district department is asked to propose new
developmental projects along with tentative estimated cost, completion pedypdupported
with concept note indicating the objectivesth&é project and resultant social and economic
returns to the public/province. The question
their new development project proposals?0 And

a) Not Submitted

b) Submitted
Table 8summarizes the respses.

Table: 8(New Development Proposals)

Department | Not submitted Yes submitted
Agriculture | 11 8
Education |13 6
Health 6 9

11.2 The data shows that ir
agriculturedepartment 11 (58%) district{ 14
confirmed the fact that they have n( 12
submitted their new development proje 10
proposals however 8 (42%) districts ha
informed that they have submitted tk
proposals to the provincial department.
case of education, 13 (68§%districts
responded that they have not submittec
and only 6 (32%) distcts have submittec \@‘e ,av;e°° >
it. In case 6 health department, 6 (40% >
districts indicated that they have n
submitted their new development proje Graph7 : New Development Proposals

proposals and majority or 9 (60%

districts have submitted it. The situation is good in case of health but disappointing in case of
education and agmdture. This is usuallydue to lack of capacity for initiatingdevelopment
projects. The graph presetite responses

. H Not Submitted

M Submitted

O N B~ O
I
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12 Pre-Budget Consultation

12.1 Prebudget consultation is required to b&riedout by finance departments afide

departments with the stakalders, public, their representatives, media, academid,scigiety

and departments. Theshould beeducated about the size of the pie available for allocation,

sectoral priorities and their suggessosought andincorporatedin the budgetallocations

Finance holds such sessions to guide the departments about the process of budget preparation

withinthe ways and means. The question asked was

anyprebudget consultation this year?0 and the op
a) No Consultation held at district level
b) Yes Consultation held at district level

The following table reflects thposition in figures.

Table: 9(PreBudget Consultation)
Department | No  Consultation | Yes Consultation
held at district level | held at district level

Agriculture | 17 2

Education 17 1
Health 14 1

12.2 The situation is quit
discouraging. In case of agricultur
and education departments 17 (89¢
districts each did not hold pteudget
consultation at all except only tw
and one district have organized tk
pre-budget consultson in agriculture
and education departmen
respectively. Similarly in case o
health departmenf,4 (93%) districts
have responded that no gradget ,
consultation was held however on & &
one district has responded that it w @‘“ & ¥
held at the districtevel. This shows | & S
lack of participation by the
stakeholders and hence the budc Graph 8 Pre-Budget Consultation

often attracts criticism and does no.

reflect the aspirations and demands ofhelic. Thegraphical presentation better explains the
position.

18 +
16 -
14 -
12
10 A H Consultation not
held

H Consultation held

ON D O
—_
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13 Budget Officers and Research Staff Postings

13.1 Fiscal discipline mainly depends on the operating hands in the office/department.
Generally thedepartments lackkilled hands in financial management and accounting. This is
the weak area of almost all departments. Nonfd cadreis there and no formataining is
provided. The fodbose staff after getting some experience is posted out. This study has
investigated about the filled positions of the budget officersveimetherthere is any research
staffin thedepartments? The questsand options were;

Q. Are budget officers posted in district department?

a) Not Posted

b) Posted

Q. Is research staff posted in district department?

a) NotPosted

b) Posted
The following table shows the data.

Table: 10(Budget Officers and Research Staff Posting)

Department Budget Officer Research Staff

Not Posted Posted Not Posted Posted
Agriculture 18 1 16 3
Education 6 13 19 1
Health 14 1 13 -

13.2 As mentioned above, there @&uteshortageof skilled financeand accourst staff.
Besidesthe positions often remain vacant. Research is a peculiarity in public sector institutions,
which could analyze the trend in expenditure and plan for future expansion and consolidation
etc.

13.3 The responses have revealbdttin agriculture department 18 (95%) districts, budget
officers were not posted. 6 (32%) and 14 (93%) districts have responded that no budget officers
are posted in education and health departments respectively. There is one exception each in
agricultureand health department. 13 (68%) districts have informed that budget officers are
posted in their education department. Taieer is owing to the fact that ther@re designated

posts of Budget and Accounts (B&A) Officers and Assistant District Educ@ificers are

posted against the same, who haveramingin finance, budget and accounts and hence their
performance is evident from the fiscal discipline assefsdtie preceding questions.

13.4 Similarly in majority of districts (92%) (16, 19 arikB respectively) havenformed

that there is no research staffhere is no research staff posted even in provincial finance
departmentsyho are pecifically trained and assigned the duties of research in financial matters.
The few responses in affirmagiwvmay be due to misunderstanding.
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13.5 The following graphs (9 & 10pummarizesthe positionof districts about both
availability of budget staff and budget research staff.

18 - 18
16 - 16 -
14 - 14
12 - 12 -
10 - 10 -
8 B Not Posted 2 i H Not Posted
6 i
4 - M Posted 4 - M Posted
2 2 -
0 T T 1 O T T 1
& &K & & S

& & ¥ R RS

k\(' bo é\ %60
v ¥

Graph 9 (a) Budget Staff Graph 9(b) Research Staff
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14 Access to Internet

14.1 Use of computers can bring efficiency and transparand use of internet can speed
up communication ahhelp in research. This study has investigated the position that whether or
not the district departments (agriculture, education and health) have access to internet in their
offices or not? And the options are;

a. No access

b. Yes they have it
The dda gathereds given in table 11

Table: 11(Access to Internet)

Department | No access Yes, They have access
Agriculture |5 14
Education |6 13
Health 5 11

14.2 This table shows that ir
agriculture departments 5 (26% 14 -
districts have no access to th ,,
internet while 14 (74%) districts
have the facility. In case o
education department 6 (329
districts have no access where
majority 13 (68%) districts have
access d internet. In health
department 5 (31%) districts have r ; ;
access to internet whereas 11(69 Agriculture  Education  Health
districtshavethe facility. This is the
only area which is encouraging
Though the use may lbrestricted to
word processingpasic surfing and emails but the haology will assimilate in the functions in
due course.

The Graphical presentation better presents the position.

10 A
. M No access

W access

o N B OO
I

Graph 10:Access to Internet
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15 Public Release of Pre-Budget Statement and Timetable

15.1 Release of prbudget statements a requirerant, which ensures stdkalders
participation and getdeedback about the financial plans, policies and prioritief the
government This study has investigated that whetpes-budget statement and titable has
been released to the public or not. And the options;were

a. No statenent is not released to public

b. Yes statement is released to public
The following table reflects the data.

Table: 12(Release of PrBudget Statement and Timetable)

No, Statement is | Statement IS
Department | not released to | released to public
public

Agriculture | 19 -
Education 19 -
Health 15 -

15.2 The data clearly shows that there is no such praktisebeen followed, which is a big
weakness of the system.
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16 Citizen Budget Preparation and Release

16.1 Preparation and release of citizen budget statement is a requirement, which ensures
stakeholders participation and gets the feedback about the financial plans, policies and priorities
of the governmenaind ensure public participation. This study has intigeted that whether
citizen budgestatements preparedand released arot. Thequestion asked through the survey
was fAHas district depart ment prepared citizel
options were;
a. No, it has not preparedcitzbhudget and i to6s not on the di
b. No, it has not prepared citizen budget but is planning to prepare citizen budget
c. It has prepared and released citizen budget
Table 13summarizes the data.

Table: 13(Citizen Budget Preparation an@&lRase)
Department | No, it has not|No, it has not|It has prepared and
prepared citizen | prepared citizen | released citizen
budget and it’s not | budget but is planning | budget
on the district | to prepare citizen
government task list | budget

Agriculture | 17 2 -
Education |14 4 -
Health 13 2 -

16.2 The data clearly shows ,q
that there is no such practice

public secto.r_ to prepare an 15 1 ® Not Prepared and
release the citizen budgédr the 10 - Released
understandingof common man = Not prepared but is

The response in few district 5 - planning to prepare
about their future intensions ma
not bematerializedowing to the | ©
political culture where things art g &
kept secret anddecisions are
politically motivated

Prepared and
Released

Graphl11 Citizen Budget Preparation and Release

In agriculture departments 17 (89%) districts have respondedhimathave not prepared the
citizenbudget in education and health departnmetd (78%) and 13 (87%) districts respectively

have responded that they have not prepared and shared the citizen budget however they are
planning to release it in future. None thie departmenthas prepared or released the citizen
budget. The graph indicates that majority of the districts have not prepared and released the
citizen budget.
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17 District Website

17.1 This study has investigated that whether or notdis&ict government has a website?
And the options were;

a. No it does not have a website

b. It does have a website
The data collected in this regard is given in Taldle 1

Table: 14(District Website)

Department | No, it does not have | Yes, it has avebsite
website

Agriculture | 19 1

Education |18 -

Health 13 2

17.2 Website is a very importan
requirement of presentagl organic offices| 20 -
which presents the information about tl
department, facilitates public in accésghe | 15
information and mainly bringgransparency 10 4
in the affairs. With only 3 exceptions all ¢ B No Website
the district level departments under stu| s
have no website. The graph shows the-n
availability of official website in majority of| 0
the districts in the 3 depanents and this is &
true for almost all the district level offices. &

B Have website

Graph 12 District Websites
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18 Conclusion

18.1 The budget preparation process runs round the year till it is approved in June, the last
month of the financial year, and maelfective from £ July the first month of a financial year.
Timely preparation of budget is a challenging jolview of the capacity issues in the districts.
Maintaining transparency through public paggion and openness of budget is resisted owing

to the political culture. Lack of accountability compromisegliness in budget making process.

18.2 Budget preparation proces at di stri ct sd LUles\aredrocedwses n ot
are generallynot followed, compromising on quality, openness, credibilitngnsparencyand
community participatory approachThe assessment is basically meant for District Finance
Departmentsand Executive District Officers (Anance& Planning. In their absencehé three
departmentgagriculture, education and health) are the representative sample from the districts
which presentdistrict wise status of budget making proceBse inferences derived from the
study of the 3 departments can be extrapoltieall district level offices/departments. There is
acute shortage of capacity of finance, budget aswbuntsknowing officials, lack of facilities

and tools, lack of communication (one department has different resfrmms others within a
district for the same typef informatian, one has received from provincial governmant the

other did not) and lack of transparency in financial matters. Infancy of the local government
political institutions is another reason for opaque finanoi@nagementThe district level
political leadership lacks capacity of financial and administrative affairs and vulnerable to power
abuse.

18.3 The district government system KP is in transition from the 2001 system to 2012
local bodies system and thus maabgcisionspertaining todistrict governments are held-
abeyancdor the reason that the 2012 system would be replaced with LGA 281such there
are no local governmenis KP at presentThe budget making process is not participatory and
open to citiens and other stakeholders.

18.4 The Questions have been clubbed into 4 categories namely; timelines in budget
preparation (3 Questions), preparedness or timely submission of budgetary proposals (5
Questions), transparency and community participation (3 Questions) and district/departmenta
capacity (4 QuestionsAbstract of districiwise position of responses, reflecting the extent to
which the procedures are followedongwith lack of capacity aredepicted inthe following

Table

18.5 In terms of timeliness of budget preparation aotmission of budget proposals, the
performance of 15 out of the total 21 districts under study is very weak. The performance of
District Charsadda, D.I. Khan, Karak, Dir Lower, Mansehra and Peshawar is moderate/strong. In
terms of submission of budget pasals, again the performance of 15 out of the total 21 districts
under study is very weak. However the performance of District Charsadda, Battagram, Karak,
Dir Lower, Mardan, and Kohat is moderate/strong.

18.6 The performanceof all districts in termstransparency and public participation in

budget making process is Very We#k.termscapacity, the performance of 20 districts is Very
Weak with District Kohat as the only exception of having moderate performance.
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Table-15 (Performance of Districts in terms of Transparency and Public Participation)

Submission of

District/Department -;(I)rlrl]c?\ll:/ggs Budget ggigi?;;gggy/ Public Capacity
Proposals
Bannu Very Weak Very Weak Very Weak Very Weak
Agriculture Moderate Very Weak Very Weak Very Weak
Education Very Weak Very Weak Very Weak Weak
Batagram Very Weak Moderate Very Weak Very Weak
Agriculture Very Weak Moderate Very Weak Very Weak
Education Very Weak Strong Very Weak Very Weak
Health Very Weak Very Weak Very Weak Very Weak
Buner Very Weak Very Weak Very Weak Very Weak
Agriculture Very Weak Moderate Very Weak Very Weak
Education Very Weak Very Weak Very Weak Very Weak
Health Very Weak Very Weak Very Weak Very Weak
Charsada Moderate Moderate Very Weak Very Weak
Agriculture Strong Moderate Very Weak Very Weak
Education Very Weak Moderate Very Weak Weak
Health Strong Moderate Very Weak Very Weak
D.l.Khan Moderate Very Weak Very Weak Very Weak
Agriculture Strong Very Weak Very Weak Very Weak
Education Moderate Very Weak Very Weak Very Weak
Health Very Weak Very Weak Very Weak Weak
Hangu Very Weak Very Weak Very Weak Very Weak
Education Moderate Very Weak Very Weak Weak
Health Very Weak Moderate Very Weak Very Weak
Karak Weak Very Weak Very Weak Very Weak
Agriculture Strong Moderate Very Weak Very Weak
Education Very Weak Very Weak Very Weak Very Weak
Health Moderate Moderate Very Weak Very Weak
Kohat Very Weak Moderate Very Weak Moderate
Agriculture Very Weak Strong Very Weak Moderate
Education Very Weak Strong Very Weak Weak
Health Very Weak Moderate Very Weak Moderate
Kohistan Very Weak Very Weak Very Weak Very Weak
Agriculture Very Weak Very Weak Very Weak Very Weak
Education Very Weak Very Weak Very Weak Very Weak
Health Very Weak Strong Very Weak Very Weak
Lakki Marwat Very Weak Very Weak Very Weak Very Weak
Agriculture Very Weak Strong Very Weak Very Weak
Education Very Weak Very Weak Very Weak Moderate
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Lower Dir Moderate Moderate Very Weak Very Weak
Agriculture Moderate Strong Very Weak Very Weak
Education Moderate Very Weak Very Weak Weak
Health Strong Moderate Very Weak Very Weak

Malakand Very Weak Very Weak Very Weak Very Weak
Agriculture Moderate Moderate Very Weak Very Weak

Mansehra Weak Very Weak Very Weak Very Weak
Agriculture Moderate Moderate Very Weak Weak
Education Moderate Very Weak Very Weak Very Weak
Health Very Weak Very Weak Very Weak Weak

Mardan Very Weak Moderate Very Weak Very Weak
Agriculture Very Weak Moderate Very Weak Very Weak
Education Very Weak Strong Very Weak Very Weak
Health Very Weak Very Weak Very Weak Very Weak

Nowshera Very Weak Very Weak Very Weak Very Weak
Education Moderate Very Weak Very Weak Weak

Peshawar Very Weak Very Weak Very Weak Very Weak
Agriculture Moderate Moderate Very Weak Very Weak
Education Very Weak Very Weak Very Weak Weak
Health Moderate Very Weak Very Weak Very Weak

Shangla Very Weak Very Weak Very Weak Very Weak
Agriculture Very Weak Very Weak Very Weak Very Weak
Education Very Weak Very Weak Very Weak Weak
Health Very Weak Strong Very Weak Very Weak

Swabi Very Weak Very Weak Very Weak Very Weak
Agriculture Very Weak Moderate Very Weak Very Weak
Education Very Weak Very Weak Very Weak Weak

Swat Very Weak Very Weak Very Weak Very Weak
Agriculture Very Weak Very Weak Very Weak Weak
Education Very Weak Very Weak Very Weak Very Weak
Health Very Weak Very Weak Very Weak Very Weak

Tank Very Weak Very Weak Very Weak Very Weak
Agriculture Very Weak Very Weak Very Weak Very Weak

Tor Ghar (Kala

Dhaka) Very Weak Very Weak Very Weak Very Weak
Agriculture Very Weak Very Weak Very Weak Very Weak
Education Very Weak Moderate Very Weak Very Weak
Health Very Weak Very Weak Very Weak Very Weak

Strong: Score above 80 of 100 oderate: Between 60 & 79Weak: Between 50 & 5%/ery Weak:

below 50
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19 Recommendations

19.1 Budget isthe financial planfor the future concerning the revenues and costs of a
businesswhich ismuch more than just financial numbers. Public representatives are responsible
to respond to the aspirations of the citizens through prioritized allocation of available budgetary
resourcesEffective financial management contributes in effective servidevely and ensures
economy efficiencyand effectiveness. The distrigdevernmentsare the field formations of the
provincial departments, directly associated with service delivery. They prepare budget both for
receiptsand expenditurescollect receiptsround the year and incur expenditure in the same
fashion Their role is vital to the optimal utilization ofesourcesn a cost effective manner,
ensuring value for monegnd effective service delivery

19.2 The district governments have a staff strengtt2,47,505(61% of total provincial
employees)employeesin KPK and consume$0% of therecurring budget. There is acute
capacity deficit indistrict level offices, in the fields of budget preparation and accokeéping
Findings of the study presents a dismal picture about implementation of budget rules and
compliance to international best practices and standards, resultantly compromising on optimal
and dfective utilization of financialresourcesnd qualiy of service delivery. This phenomenon
leads to misuse of power and corruptjameating mistrust in public about the performance of
public sector organizationsspeciallylocal governments.

19.3 In view of the findings of the studyhe following measures may be taken for reforms
and improvement in the system:

1. Capacity building of the district level offices is of vitalportanceboth in terms
of creation of designated postad posting of skillegtaff andtheir training and
re-training in planning, budgeting, accounting, procurement and monitoring and
evaluation

2. Finance Departmentmay adhere to the timeframe f&udget Call LetterBCL)
prescribed in thdudgetRules and ensure its timely citation and delivery in
the departments/offices. The BCinay also be placed on websites of finance
departmergconcerned.

3. The administrative secretaries/headsatticheddepartments/District heads of
department may ensure adherence to the timeframaifiating and completing
different budget processéke a) timely delivery of BCLto field offices b)}timely
preparation of budget proposals amdiation of SNEs § firming-up revised
budget emates d) firmingup excess and surrendstatementse) timely
submission of development projects proposals f) timely release of funds g) timely
utilization of fundsh) periodic progress review and redurse correction and i)
reconciliationetc.

4, The budget making process may be made participatory by ldogsihe
stakeholders and seeking thigiedbackyiews and suggestions. The target groups
for Prebudget consultationsiay include general public, public representatives,
academia, mediajvil society etc.

5. The Citizens budget ia document idayman languagevhich may beregularly
publishedand placedn website foc i t i izfaznmagod and feedback.
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Departmental websites may levelopedand regularly updated with useful
information of publicinterest such aBCL, budgetallocations funds eleased,
actual utilization, development projects, and their implementastatus
recruitmentandprocurement etc.

The budget branch may be equipped with computerpendded withaccesgo
internet

The government may consider upgrading its resesgpplaratus at least at attached
departmerg &evel, by posting experts for continuous research and development,
so that toanalyze the data and plan for effective return on investment
improvement in service deliveandstrategic future planning
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