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ABSTRACT 

One of the pillars of greening the economy is the increase of public expenditures in activities that 

are associated to sustainable development. Even though environmental protection is not the only 

concern for a "green " economy, it can only make sense if there is an improvement of the efforts 

in the public sector associated with environmental protection. It is unquestionable that public 

ftll1ding remains crucial for addressing environmental problems and, more broadly, promoting a 

greener model of development in Ethiopia. The main objective of the study was to understand the 

trends of public expenditure in environment and to obtain critical information for streamlining and 

strengtheningfllture investments in environmental programs, project and activities. Public environment 

expenditures covered in this report are those related to the prevention, control, abatement, or 

elimination of environmental pollution by general government; both federal and state 

government. The techniques used for primary data collection are key informant interview and 

focus group discussion. 

As many literatures indicate public spending on environmental protection is often a small 

ji-action of total government budget in many developing countries. Accordingly this thesis 

analyses Ethiupian spending on environmental protect ian including both federal and state levels, 

in the 2002103-20121/3 period. The descriptive part of the analysis showed in aggregate terms, 

public environmental expenditures have increased Fom about ETE 1136.47 million in 2002103 

to about ETE 15,230.54 million in 2012113. The times series data analysis results confirmed 

previous studies that suggested an increasing trend of public environmental expenditures in 

absolute value, whereas in percentage terms it is highly fluctuated on environmental 

expenditures at both the federal level and the state level. The environmental sector in the country 

has been very effective in atlracting domestic public financing, especially afier Rio convention in 

1992. Finally, through fixed effect model the elasticity of expenditure with respect to income 

(GDP) is found to be 0.6, and is significant in explaining the downward slope of the 

environmental Kuznets curve. The findings of the study can playing a major role in providing 

information to governments, researchers and other stakeholders on the status of environment 

and natural resources related spend and initiatives undertaken in a counlly. 

KEY WORDS: Green economy, Public environment expenditure, fixed effect model. 
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CHAPTER ONE 

INTRODUCTION 

1.1.BACKGROUND 

A review on the links between the environment, budget support and other aid instruments 

suggested that in the presence of favorable domestic political factors and external 

agencies, policy makers could exercise significant influence over the choice and 

sequencing of public policy. There is not good understanding of the interactions between 

national budgetary processes, budget support arrangements and national environmental 

actions (ODJ, 2006). The budget is the financial mirror of govenunent policy. Most 

economists argue that for the budget to be an effective instrument of achieving 

government policy 's goals, it should be comprehensive (OECD, 1996). 

General Budget Support (GBS) is seen as the aid modality which is most inherently 

aligned to national policies and systems. Its increased use holds the promise of addressing 

the problem of financing environmental objectives in a more creative way than in the 

past. For example the monitoring framework commonly utili zed for General Budget 

Support provides a mechanism for strategic dialogue between goverrunent and 

development partners. The Joint-Donor Evaluation of General Budget Support concluded 

that envirorunental consideration had received limited attention. It re-emphasized the 

challenges in integrating environmental priorities into national planning processes, and 

highlighted the financing gap (OECD, 2006). 

In most countries budgeting decisions focus on direct expenditure programmes and on 

multi-year explicit legal commitments such as debt servicing. Less attention is usually 

paid to implicit or contingent liabilities. In the wake of financial crises this makes future 

problems worse than they would be if the realities were faced more openly (OECD, 

1997). Sound budgeting and policy formulation require a wider and more courageous 

approach, covering more effectively and directly the fi scal ri sks faced by governments in 

the short term as well as in the long term. For example, obligations arising from current 
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or new environmental expenditure programmes and policy measures must be assessed 

reali sticall y, whatever their nature - implicit or exp li cit, direct or contingent. 

The achievement of the objectives of public expenditure management rests on severa l 

pillars, namely, transparency, accountability, budget comprehensiveness, participation, 

consistency, equity, additional ity and non-intrusiveness (Schiavo-Campo and Tommasi , 

1999; World Bank, 1999; OECD, 1999b). The fi rst three seem to be the necessary 

conditions for good publ ic expenditure management. For accountability and financial 

control , reports should consolidate the financial operations of the government and the 

financial activities of all entities contro lled by the government (OECD, 1996a). 

Public environmental expenditure can impede Sustainable development. Sustainable 

development considers both the well being of the human system and the ecosystem. The 

well being of Ethiopians by and large depends on the well being of the biophysical 

enVir0rll11ent (ai r, water, land, flora and fauna). This is due to the dependence of the 

majority of the Ethiopian people on subsistence agriculture, which in turn has a heavy 

dependence on land, water and climatic resources. The nation ' s environmental resources 

such as land , water and biodiversity are the basis for agricultural, industrial and overall 

economic development. Unfortunately, over the years, Ethiopians have not managed to 

transform these natural resources in to wealth and have not been able to improve their 

standard of living (NCSS, 1994a). 

Envirorunental issues have been growing in importance since the 1970's, especially after 

the Stockll0lm Summit in 1972. As a consequence of that, legal rules and institutions 

devoted to envirollllent protection have been created " in govenlllents worldwide" . 

Ethiopia is not an exception in that sense. Although the importance of environmenta l 

protection is generall y recognized, when it comes to government spending, the 

environment often receives little priority. 
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1.2.STATEMENT OF THE PROBLEM 

Environmental issues have been growing in importance since the 70's, especiall y after 

the Stockholm SUl11l11it in 1972. As a consequence of that, legal rules and institutions 

devoted to environment protection have been created in governments worldwide. 

Ethiopia is not an exception in that sense . However, in times of financial difficult ies, the 

envirolll1ent is often treated as a soft sector more vulnerab le to being cut. That the 

envi ronment is so treated may be explained in at least three ways. Environmental 

priorities and goals have not been clearly defined in many countries (Reed, 1996: 134). 

Usuall y, the mall1 public investment decision facing policymakers is that of how to 

allocate an existing pool of public resources across vari ous sectors, rather than whether to 

increase or decrease the public budget. This question is typically deliberated on an annual 

basis or within a medium-term strategy in a given country. Budget allocation is inherentl y 

a pol itical process in developing and industrialized countries alike, and budget decisions 

will typically reflect a range of considerations in addition to overall economic growth or 

poverty reduction. There is considerable need for studies on which types of public 

investments contribute most to development goals, as this info rmation may help shape 

aspects of the budgeting process . Public sector environmental expenditures in transition 

countries have relied on three major domestic institutional sources of financing: local 

govenll1ents, transfers from central government budgets, and environmental funds 

(Peszko and Zylicz, 1998). 

There is no related study about budget allocated to the environment sector as we ll as 

actual spent in Ethiopia . Taking in to account these, the thesis try to provide information 

about the amount of fund allocated to environmental protection. 

3 



1.3.0BJECTIVE OF THE STUDY 

The overa ll objective of study is to analyze the trends of public enviromnental 

expenditure and document of experience implementing policy priorit ies. Specifically, the 

study aims to : 

• Establish the magnitude of federal and regional governments' expenditure on 

environmental sectors 

• Analyze the experiences and trends of public expenditure 111 environmental 

sectors 

• Test the envi ronmental Kuznets curve hypothesis 

• Undertake in-depth analysis of the budgetary allocation and expenditure In the 

key sectors for EFY 2002/03 up to 2012/ 13 . 

• Draw policy implication based on the obtained critical information for 

streamlining and strengthening future investments in environmental programs, 

project and activities. 

1.4.RESEARCH QUESTIONS 

There is a dilemma of whether there is an increasing or a decreasing trend in Government 

environmental expenditure in both developed and developing countries. This could be 

mainly due to the contraction of public sector financing. However, as I have already 

aforementioned in the statement of the problem of this thesis, there is no empirical 

evidence about public environment expenditure in Ethiopia. 

Based on these arguments in thi s study the researcher has developed research questions. 

The main research questions of thi s thesis are: -

• What could be the adequate amount of public environmental expenditure In 

Ethiopia? 

• What is the correlation between environmental expenditure and GOP? 

• What is the share of Public Environmental Expenditure (PEE) from GOP and over 

all governmental Expenditure? 
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• 

• 

What is the trend of public expenditures on environmental sector at the federa l 

level? 

What are the magnitudes of state government and Federal Government 111 

envi ronmental conservation? 

1.5.HYPOTHESIS OF THE STUDY 

The stud y has hypothesized about the relation of public environmental expenditure and 

gross domestic product (GDP) based on the 'environmental Kuznets curve' (EKC) for 

environmental protection expenditures. The EKC hypothesis suggests that economies at 

an early stage of economic transition tend to deteriorate their environments. After some 

point, however, environmental quality increases. Part of th is change is due to structural 

transformations within the economy (for example, from heavy industry to light industry 

or from dirty to clean fuels - both of which have an effect in terms of reducing 

envirolUllental expendi tures compared with the counterfactual situation in which these 

transformations do not occur). But, in most explanations of the EKC, part of the 

downward turn is also thought to be due to the demand fo r environmental quality 

growing as per capita income ri ses (Randall and Stoll , 1980). 

Nu ll hypothesis (HO) : GDP is not a significant determinant of public environmental 

protection expenditures in Ethiopia. 

Alternati ve hypothesis (H I): GDP is a significant determinant of public environmental 

protection expenditures in Ethiopia. 

Based on this hypothesis the researcher can investigate the relationship between 

envi ronmental expenditure and income for Ethiopia. More specifica ll y, researcher can 

look at the elasticity of expenditure with respect to income. It is important to note that the 

conventional notion of an income elasticity of demand relates to private goods, while the 

relevant notion in the current context is that of a quantity-rationed public good. 

Essentiall y, public goods are exogenous to household and corporate decisions. Hence the 

relevant income elasticity is what has been called in the literature the 'price flexibility of 
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income' (Randall and Stoll, 1980) or the ' income elasticity of virtual price ' (Hanemann, 

1991), the 'income elasticity of willingness to pay ' (Flores and Carson, 1997), the 

'income elasticity of environmental value' and the 'income elasticity of environmental 

improvement' (Kristrom and Riera, 1996). The basic relationship is sets out in appendix 

C. The main point of relevance is that the elasticity of willingness to pay with respect to 

income is equal to the ratio of the conventional income elasticity. In other words, 

Ey 
Ew=-­

- ep 

Where 0 is elasticity and the subscripts denote willingness to pay with respect to income 

(W), quantity with respect to income (Y) and quantity with respect to price (P). 

There are several views about the expected size of ow. Garrod and Willis (1999) argue 

that short-run price elasticities for environmental goods are less than one and income 

elasticities are positive and often greater than one. The latter finding is consistent with the 

intuition that 'the environment' is a luxury good (i.e. a normal good with conventional 

income elasticity greater than unity). Hence oW wi ll be significantly greater than one in 

the short run and, arguably, smaller in the long run as price elasticities rise. Flores and 

Carson (1997) show that the size of oW caml0l be determined from the size of C'Y (as is 

clear from the equation above) and offer no empirical support for small or large values. 

Kristrom and Riera (1996) analyse contingent valuation studies of environmental change 

and conclude that oW is less than one, i.e. the ' consumption' of environmental goods 

accounts for a higher proportion of income of the poor than of the rich. If they are right, 

then 'enviromnent' is a normal good but not a luxury good, contradicting the usual 

intuition about the demand for environmental quality. 

The researcher seeks to offer some further evidence of relevance to this debate by 

estimating the "income elasticity of environmental expenditure using Ethiopian public 

environmental data." To my knowledge, this is the first time that environmental 

expenditure data have been used for this purpose in Ethiopia. 
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1.6.SCOPE AND LIMITATION OF THE STUDY 

The study has covered public expenditure for the environment and natural resources 

sectors on an annual basis for the period 2002/3-20 12113 . For these periods, the 

environment and natural resources sector, encompassing expenditure incurred by 

ministries, government departments and other agencies and the local admini stration on 

environment related interventions along with all donor supported projects of the 

environment sector. 

The major li mi tation to this study has mainly been data accessibility. In particular, data 

on GOP and Public environmental expenditure were either not avai lable or aggregated in 

other categories of expenditure in the sector ministries . 

1.7.SIGNIFICANCE OF THE STUDY 

The study wi ll provide comprehensive ana lyses 111 budget allocations, expenditure and 

revenue monitoring and effectiveness, and policy analysis concerning the contribution of 

environment and natural resources towards the achievement of national and sustainable 

development objectives, with specific attention to poverty eradication and climate 

change, and Growth and Transformational plan (GTP) vision 2014115 targets. 

The study findings will be used to rai se the awareness of policy makers and plaJulers at 

loca l government and national levels on the desirabil ity to accord high pri ority to 

sustainable use of environmental resources by timely fund ing strategies to address land 

degradation, protect water sources; and cl imate change adaptation and mitigation. In 

addition, thi s study will be used as a reference to advocate for the Ministry of Finance 

and Economic Affairs to improve the investment in environmental services and 

enhancing the tracking of environmental expenditures tlu'ough a specific envirorun ental 

budgetary vote to trace fund allocation and expenditure by local government authorities 

on environmenta l acti vities. 
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The findings, conclusions, and recommendations wi ll help policy makers to easil y 

identify the impacts of public environmental expenditure on environmental outcomes. In 

addition it is expected to give some hints and invi tes other researcher to develop more 

comprehensive work in this area. 

loS.ORGANIZATION OF THE THESIS REPORT 

This thes is's report is comprised of fi ve chapters, and begins in the first part by 

introducing the practice of public environmental expenditure management and its trends 

in both developing and developed countries. The hypothesis of the downward 

environmental Kuznets cW've and dilemma about the status of public enviromnental 

expenditure presented in thi s first part of the thesis thus highlights the trends and 

practices of public enviromllental expenditure in both developing and developed 

countries, while also providing a context for the following chapters' exploration of more 

specific environmental issues. 

The second chapter reviewed environment related policies, programmes and strategies at 

national, sectoral and local govermnent levels to identify the strength and weakness in 

capturing enviromnental issues. The second part also reviewed related work on public 

environmental expenditure. 

The third chapter of the thesis is about the methodology part of the research. It contains 

data collection methods, techniques and research analyzing methods, both descriptive and 

econometric parts. It also presented data presentation and analyzing tools. 

The fourth chapter examines trends of public enviromllental expenditure in Ethiopia. The 

magnitude of state and federal goverJU11ent up on public environmental expenditure was 

established. In this part the researcher identifies mechanisms involved in public 

environmental management and the main government institutions concerned on 

environmental protection through document review, focus group di scussions and key 

informant interview. 
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The fi nal chapter of thi s thes is concluded about trends and practices of public 

environmental expenditure in Ethiopia based on the finding. This part also incorporated 

some policy implications which based on the finding part of the thesis for the concerned 

bodies . 
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CHAPTER TWO 

LITERA TURE REVIEW 

2.1.DEFINITION AND CONCEPTS 

Defining what is specificall y meant by environmental expenditure is no easy task, for it 

does not simply mean that which is spent by the environmental sector's dedicated 

agencies. As set out in many literatures, environment is a cross-cutting issue which spans 

many different areas of government. The aim therefore of this section is to layout some 

common global definitions of envirorunental expenditure and to propose the ex tent of the 

scope of environment expenditure within Ethiopia. Expenditures are defined as "the 

values of the amounts that buyers pay, or agree to pay, to sellers in exchange for goods 

and services that sellers provide to them or other institutional uni ts designated by the 

buyers (UN, 1993b). Public expenditure refers to Government expenditure i.e. 

Goverrunent spending. It is incurred by Central, State and Local governments of a 

country. In another ways Public expenditure can be defined as, "The expenditure incurred 

by public authorities like central , state and local goverrunents to satisfy the collective 

social wants of the people is known as public expenditure (Macmillan Dictionary, 2003). 

It is the set of expenditures of the State for the operation of goods and public services. It 

can also be set as the application of public resources to finance the public services or to 

invest in economic development. At every level, government deci sions about how much 

to spend, what to spend on, and how to finance its spending is of central importance (UN, 

20 10 b). 

Public Environmental Expenditure is expenditure by public institutions for purposeful 

activities aimed directly at the prevention, reduction and elimination of pollution or any 

other degradation of the environment resulting from human activity, as well as natural 

resource management activities not aimed at resource exploitation or production". This 

definition doesn' t include resource exploitation or production, but in its report adds that 

they need to be monitored and corrective measures taken afterwards if necessary, using 

the example of correct mine closure and rehabilitation after exploitation (WB, 2003). 
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This can be quite complex, especially separating out the difference between integral 

spend that also affects envirorunent from separate activities. A framework that defines 

envirorunental expenditures consistently and ensures comparability may often be in 

place. Types of environmental expenditure which are often included in the definition are: 

Air and water pollution control, Hazardous waste management, Mitigation of greenhouse 

gas emission and ozone-depleting substances, Sanitation and solid waste management, 

Water supply, Watershed management, Water resources management. Soi l degradation 

control Controlling deforestation Protecting biodiversity and landscapes (Aongola, et al. 

2007). 

Four facto rs which were used to defi ne the boundary of environmental expenditure in 

Rwanda are the national legal definition of the environment; the classification of 

government functions; institutional mandates and practi ces of other countries. Until all 

development expenditure forms part of budget reporting, it will be difficult to capture the 

true magnitude of envirorunental expenditure.' This constraint also applies to national 

climate finance, where traditional , projectzed official development assistance (ODA) has 

been a significant source of early financing in many countries. This finance is often not 

readily visible in the national budgetary or accounting systems (Al len S, 2009). 

However, unlike tax policy, where the theory of optimal taxation was already developed, 

expenditure policy does not have a theory of optimal allocation that could provide 

comparably well -defined rules for government spending. The main ideas of expenditure 

policy were the concepts of externalities and market failures . It indicates that public 

expendi ture is only justified if its interventions could correct the inefficient provision of a 

product or service due to market fai lure (Paternostro et aI. , 2005). 

11 



2.2.THE ENVIRONMENTAL POLICY OF ETHIOPIA 

The Environmental Policy of Ethiopia (EPE) and the 2002 Sustainable Development and 

Poverty Reduction Program (SDPRP) attribute the prevalence of poverty in part to low 

growth and low productivity of agriculture and to the populace's dependence on 

agriculture and natural resources. The EPE states that agriculture is the main source of 

variab ility and stagnation in economic growth (1997). As one of the most dependent 

countries on foreign aid, limited fiscal resources impact Ethiopia ' s ability to address 

these issues. At the same time, as the current government of Ethiopia has only been in 

place since 1995, Ethiopia faces not only the economic development challenges of any 

low-income country, but also the challenge of creating a new government institutional 

structure so that it can best serve its citizens' needs. Its overall policy goal is " to improve 

and enhance the health and quality of life of all Ethiopians, and to promote sustainable 

social and economic development through the sound management and use of natural , 

human-made and cultural resources and the environment as a whole, so as to meet the 

needs of the present generation without compromising the ability of future generations to 

meet their own needs". 

EPE emphasize the need for arresting land degradation. The policy's section on Soil 

Husbandry and Sustainable Agriculture, Forest Wood Land and Tree Resource, Genetic 

Species and Ecosystem Biodiversity, Water Resource, Energy and Mineral Resource 

address the issue of combating desertification. 

Similar to the development of formal environmental agencies, most of the envirolUnental 

laws in place today in Ethiopia were developed after a national backlash removed Derg 

regime policies that were perceived as authoritarian (Bekele, 2008; Keeley & Scoones, 

2003). As Damtie notes, with in Ethiopia "a separate enactment of envirorunental laws is 

a recent phenomenon in the history of making laws," although some earlier laws had 

dealt with environmental matters directly or indirectly (Damtie, 20 II, p. I). The majority 

of the environmental laws in effect today were developed after the transfer of power to 

the EPRDF in 1995 (Bekele, 2008). After the Derg regime, a breadth of environmental 
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legislation was written addressing many environmental sectors. Beginning as early as 

1994 with the Water Policy Law, until the more recent 2007 Wi ldli fe Policy, a number of 

sectoral policies were written, covering areas such as forests, conservation, rural land use, 

and impact assessment, among others. The strength of these policies varies significantly: 

some, like the Environmental Policy of Ethiopia (EPE) and its predecessor the 

Conservation Strategy of Ethiopia (CSE), are widely regarded as well-written, 

comprehensive environmental policies. Others, such as the Rural Development Policy, 

appear to lack crucial policy elements, or have been criticized for promoting development 

interests over environmental protection (Bekele, 2008). 

Issued in 1997, the current federal environmental policy, the EPE, spans numerous 

secto ral policies and various cross-sectoral policies (Bekele, 2008). This policy, unlike 

those of previous regimes, addresses implementation principles, evaluation, and policy 

review, and explicitly recognizes a role for participatory management. The EPE also 

addresses the importance of involving local communities, NGOs and professional 

associations, indicating in its text the relevance of decentralization of power and 

collaboration between sectoral interests (Bekele, 2008). 

The EPE stresses the importance of sustainable development, stating that its overall goal 

is .. . to improve and enhance the health and quality of life of all Ethiopians and to 

promote sustainable social and economic development through the sound management 

and use of natural, human-made and cultural resources and the environment as a whole 

so as to meet the need of the present generation without compromising the ability of 

/iilure generations to meet their own needs (1997, p. 3). 

To fully understand the implications of this process, one must understand the mam 

objective of the current government that drives it. The thrust of the EPRDF's sustainable 

development plan has been motivated by what has been described as Ethiopia' s complex, 

deep and structural poverty: 44% of the population was living below the poverty line in 

2000 (MoFED, 2002). The Plan for Accelerated and Sustained Development to End 

Poverty (P ASDEP) of 2006 and its predecessor, the 2002 Sustainable Development and 

Poverty Reduction Program (SDPRP) state that the "main development goal" of the 
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Ethiopian government is poverty eradication (MoFED, 2006, 2002). The main 

mechanisms to ach ieve thi s goal are an "overriding and intentional focus on agriculture," 

and the strengthen ing of private sector growth and development of industry (MoFED, 

2002). 

The government' s focus on agricultural and industrial development has potentially large 

implications for Ethiopia's environment. This potential conflict (and undeniable link) 

between environmental protection and economic development goals was addressed in a 

section of the SDPRP entitled "EnvirolU11ent and Development," which holds 

accountable the EPA for ensuring " harmonization" of economy and environment through 

the laws established in the EPE, so neither secto r suffers as a result of protection of the 

other (MoFED, 2002, p. 121). In contrast to the SDPRP, the PASDEP features an 

expanded section on environmental degradation as a result of deve lopment and increased 

agricu ltural pressures, addressing explicitly the fact that "reversing environmental 

degradation and poverty erad ication are ... mutually reinforcing imperatives and have to 

be implemented together in Ethiopia's development initiatives" (MoFED, 2006, p. 187). 

The SDPRP mentions the potential of Environmental Impact Assessment (EIA) laws to 

enable integration of environmental consideration into development planning (MoFED, 

2002). The extent to which these EIAs have been consistently implemented has been 

debated, however, and as such, the ability of these laws to prevent environmental 

degradation is unclear (Ruffeis et a!. , 20 I 0). 

2.3.REVIEW OF RELATED LITERATURE 

Most of the studies examining the link between public expenditure and development 

outcomes fall into one of two categories. Studies in the first category explore how the 

size of overall public expenditure or public investment affects growth or poverty. 

Examples of thi s category include the impact of shifting resources fro m recurrent to 

capital expenditure in Ethiopia (Agenor eta l (2004) cited in Tewodaj eta!. 2007). The 

second category includes studies in which the authors sought to correlate spending in one 

economic sector wi th outcomes in that sector, or with broader welfare measures (e.g. 
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Collier et al. 2002 on the health sector In Ethiopia; Roseboom 2002 on agricultural 

research cited in Tewodaj etaI.2007), 

Public spending on environmental protection is often a small fraction of total government 

budget in developing countries, Such spending is further reduced during the stabili zation 

phase of macroeconomic adjustment. Increased environmental awareness calls for proper 

treatment of such spending, particularly during periods of financial difficulty, But 

international financial and development institutions that advise govermnents on 

macroeconomic adjustment still do not have specific guidelines on public environmental 

expenditures (OCED, 2006), 

In the Royal Government of Bhutan the average public environmental expenditure was 

7.4% with the highest level recorded (10.4%) in 2002-2003 and the lowest in 2007-2008 

(5, I %), It is observed that there has been a declining trend of public environmental 

expenditure during the period of 2002-2008 plan periods (MoF, 2009), Brazilian 

spending on enviromnental protection, including federal , state and municipal levels, in 

the 2003-20 I 0 period suggested a declining trend of public expenditures (in % terms) on 

environmental expenditures at the federa l level, but an increasing trend at the state level. 

The federal government of Brazi l perceives an "anti-green" growth strategy, increasing 

activities that pressure the environment (especial ly infrastructure investment), wh ile the 

spending on environmental protection remains rel atively stagnated, and there is an 

important change in political distribution of enviromllental protection, with growing 

participation of state and municipal governments, It was also shown that increasing 

expenditures on environmental protection do not harm social and economic development, 

confirming the main "green economy" hypothesis (Young, 2011)/ ADDIS ABABA UNIVERSITY I 
AKAKl CAMPUS L1BRARY 

Envirollllental expenditures in Indonesia indicate a significant newly industrializing 

economy - reported at the plant level comprising all 23 thousand manufacturing 

establishments with more than 20 employees, Since compli ance is barely enforced, 
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pollution abatement expenditures are effectively voluntary in nature . This allows us to 

test whether fo reign owned firms expend more due to a technology that ad heres to stricter 

Western standards or whether the predominant effect is that both forei gn and domestic 

exporting companies are more enviromnentally conscious due to better technology 

transfer or green consumerism in the Western countri es. If so, thi s would contradict 

conventional wisdom that environmental expenditures reduce competiti veness and that 

increased levels of fo reign di rect investment or export-orientation in man ufacturi ng will 

necessarily pre-empt firm s from behaving in a "greener" fashion (Schul ze, 2003) 

The study analyzes green budget practices and suggests several ways to use them in order 

to ensure consistency in implementing key elements of sustainable economy. An 

empirical study on Environmental health expenditure and national income suggest that 

green budgeting is an important factor for sustainable economy. The reasons behind the 

introduction of a sustainable perspective for budgeting in any country are important since 

they will dictate, to a large extent, the way the medium term budgeting will be 

institutionali zed (Maria, 20 12) . 

A recently completed public Enviromnental Expenditure review (PEER) study in Bhutan 

was able to explore national enviromnental spending by reconstructing the budget at 

activity level and compiling a new database. Out of a total of 4,600 expenditure lines the 

400 largest budget lines accounted for approximately 80% of environmental public 

expenditure. The analysis highlighted that capital expenditure predominated (a lso at 

80%) and about one-thi rd of the expenditure occurred at the local govenunent leve l, 

reflecting the emerging fisca l decentralization in Bhutan. Both of these issues - the 

ba lance between capital and recurrent spending, and between central government and 

local expenditure - are issues to be addressed when examining climate change-related 

expenditure (Rinzin and Linddal , 20 11). 
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Several studies on green budget practices suggested several ways to use them in order to 

ensure consistency in implementing key elements of sustainable economy. An empi rical 

stud y on Environmental hea lth expenditure and national income suggest that green 

budgeting is an important factor for sustainable economy. The reasons behind the 

introduction of a sustainable perspective for budgeting in any country are important since 

they wi ll dictate, to a large extent, the way the medium term budgeting will be 

institutionali zed (Maria, 20 12). 

In spite of the lack of accurate information, the evidence suggests not only that forestry 

budgets are low, but also that there has been a systematic reduction in the fund s budgeted 

and disbursed to forestry. This may partly be due to the prioritization of funds toward 

noneconomic sectors and the protection of social spending, as well as to ad hoc shortfalls 

in the funds budgeted (Akroyd and Smith 2006, 2007). For example, in Indonesia, not 

only is the proportion of the budget earmarked for forestry and other environmental 

expenditures low, but it also fell in real terms during the 1990s while simultaneously 

making up for a decline in GOP (Vincent et a!. 2002). 

In at least one case, Vietnam, the proportion of public expenditure allocated to fo restry is 

significantly higher than its contribution to agricultural GOP. Although forestry spending 

in Vietnam has declined, it still accounts for between 20 and 25 percent of total 

agricu ltural expenditure, significantly higher than its contribution to agricultural GOP, 

which is estimated to be close to 4 percent (World Bank 20 10a). In most of the studies 

reviewed, OP disbursement levels tend to be lower than those associated with funds 

provided by the recipient governments. The reasons include the difficulties associated 

with OP procurement procedures and shortages of counterpart contributions from the 

recipient governments (Govereh et a1.2009). Environmental spending is not recorded as 

part o f the total expendi ture of the forest sector. 
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The analysis of public financial and household-level data in Ethiopia revealed that despite 

the importance of agriculture to the economy of Ethiopia returns to agricultural spending 

were fairly low, suggesting the need for further research into the drivers of efficiency and 

effectiveness of public investments in this important sector. From Agriculture sub sectors 

very little amount of budget were allocated to environment, biodiversity and other natural 

resource sector in Ethiopia (Tewodaj etal , 2007). 

In some cases, forest sector PERs have brought together, for the first time, data on forest 

expenditures, providing a foundation for future analyses of the impact of public spending 

on sector performance (Bekele 2001). The Kenya Forest Service is an example of the 

latter; each year, it undertakes a PER as part of its budget and MTEF preparation process 

(Kenya Forest Service 2008). 

Public fund ing of forest ry projects and programs in N igeria has hi storically been 

inadequate, with untimely disbursements at both federal and state government levels 

(Federal Department of Forestry 2001). In Ethiopia, less than 1 percent of total federa l 

government spending is allocated to forestry ' s parent ministry, with only 2 to 3 percent of 

this total being allocated to the sector. To this amount, however, must be added the larger 

sums of money made available to state administrations for forestry (and wi ldlife) to cover 

their recurrent and capital expenditures. In recent years, these grants have been about 30 

times the amount allocated centrally. In addition, regional state administrations are able 

to raise revenue and spend it locall y, although no information is avai lable on the amounts 

(Bekele 200 1). 
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2.4.ANAL YTICAL FRAMEWORK OF THE STUDY 

There has been no agreed international classification of enviromnental expenditures . The 

costs and benefits of environmental protection programs often defy quantification and 

monetization, making it difficult to justify these programs on conventional economic 

criteria. Many developing countries are faced with serious financial difficulties, wh ich 

constrain their ability to spend on the environment. In short, there is no analytical 

framework that helps bring Public Envi rolUllental Expenditures (PEEs) into the core of 

government spending considerations. 

Depending on data availability, environmental expenditures has been analyzed by 

spending agency (ministry, regulatory agency, other institutions), by type of expenditure 

(current, capital), and by environmental domain (water, air, waste and etc). Public 

spending on environment in Ethiopia comes from four main sources: centra l government, 

municipalities, donors, and publicly owned enterprises, such as water and waste 

management companies. While data on budget-financed expenditures seem to be 

comprehensive and reliable, complete information on donor-financed projects and 

expenditures of publicly owned enterprises is lacking as these have been largely pushed 

implemented outside the budget framework 
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CHAPTER THREE 

METHODOLOGY OF THE STUDY 

3.l.BACKGROUND OF ETHIOPIA 

Ethiopia is one of the poorest landlocked developing countries in the worl d. Ethiopia is 

the worl d's 27th-largest country, comparable in size to Bolivia. It lies between latitudes 

3° and 15°N, and longitudes 33° and 48°E. Situated in the I-lorn of Africa, Ethiopia is a 

geographicall y diverse developing nation occupying 1.1 million square kilometers of 

land. Ethiopia is the second-most populous country in Sub-Saharan Africa with a 

population of about 92 million (United Nations, 20 12). Of the nearly 92 million people 

living in Ethiopia 82.4% of the population, li ve beyond city limits, and about 79% are 

employed in the agricultural sector. While Eth iopia is undergoing urbani zation, the 

overwhelming majority of people still li ve in rural areas. Ethiopia's population is 

growing with an annual growth rate of 2.1 %. 

Ethiopia is one of the most important biodiversity hotspots of the world, but also one of 

the most degraded (FFE, 20 11b; Conservation International , 2007; McKee, 2007). The 

country faces numerous environmental challenges such as deforestation , soil erosion, loss 

of biodiversity, and dec lines in so il fertility and water quality (FFE, 201 1 a; Bekele, 2008; 

EPE, 1997). These problems pose significant ri sks for Ethiopian citizens since - as 

emphasized in the 1997 Environmental Policy of Eth iopia - "natural resources are the 

fo undation of the economy." Political, social, and economic challenges can both 

contribute to and be exacerbated by environmental degradation. Much of Eth iopia's 

popUlation is dependent upon on the envirorunent as their principal source of income 

(HoAREC, 20 11 ). This leads to a cycle of envirorullental degradation and poverty: to 

survive, people "are forced to di sregard the long-term well-being of the envirorun ent and 

thus degrade it further" (MoFED, 2002, p. 12 1). Recurrent droughts, famines, poor 

infrastructure and periods of political unrest serve as add itional challenges fo r 

environmental management within Ethiopia (Ogbaharya & Tecle, 20 I 0; EPE, 1997). 
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The major portion of Ethiopia lies on the Horn of Africa, which is the easternmost part of 

the African landmass. The wide range of altitude has given the country a variety of 

ecologicall y disti nct areas; thi s has helped to encourage the evolution of endemic species 

in ecological iso lation. To date more than 856 bird species have been recorded In 

Ethiopia, 20 of which are endemic to the country. Sixteen species are endangered or 

critically endangered. Historically, throughout the African continent, wildlife 

populations have been rapidly declining owing to logging, civi l wars, pollution, poaching 

and other human interference. A 17-year-long civi l war, along with severe drought, 

negatively impacted Ethiopia's envirorunental conditions leading to even greater habitat 

degradation. Habitat destruction is a factor that leads to endangerment. When changes to 

a habitat occur rapidly, an imals do not have time to adjust. Human impact threatens many 

species, with greater threats expected as a result of cl imate change induced by greenhouse 

gas emissions. With carbon dioxide emissions in 20 I 0 of 6,494,000 tonnes, Ethiopia 

contributes just 0.02% to the annual human-caused release of greenhouse gases ([UCN, 

2008). 

Renewable natural resources, i.e. land, water, forests and trees as well as other forms of 

Biodiversity, which meet the basic needs for food , water, clothing and shelter have now 

deteriorated to a low level of productivity. In many areas of highland Ethiopia, the 

present consumption of wood is in excess of unaided natural sustainable production. 

Estimates of deforestation, which is mainly for expansion of rainted agriculture, vary 

from 80,000 to 200,000 hectares per annum. The burning of dung as fue l instead of using 

it as a so il conditioner is considered to cause a reduction in grain production by some 

550,000 tonnes annually. [n 1990, accelerated so il erosion caused a progressive alllual 

loss in grain production estimated at about 40,000 tonnes, which unless arrested, will 

reach about 170,000 torules by 20 10. Livestock playa number of vital roles in the rural 

and national economy but according to one estimate some 2 million hectares of pasture 

land wi ll have been destroyed by soil erosion between 1985 and 1995. Land degradation 

is estimated to have resu lted in a loss of li vestock production in 1990 equivalent to 1.1 
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million tropical livestock units (TLUs), and, unless arrested, will ri se to 2.0 million TLUs 

or to 10 per cent of the current national cattle herd by 20 I O. 

In economic terms, soi l erosIOn II1 1990 was estimated to have cost (i n 1985 pri ces) 

nearly Birr 40 million in lost agricultural production (i.e. crop and li vestock) wh ile the 

cost of burning dung and crop residues as fue l was nearly Birr 650 million. Thus in 1990 

approximately 17 per cent of the potential agri cu ltural GDP was lost because of physical 

and biological so il degradation. 

The permanent loss in va lue of the country's soi l resources caused by so il erosion in 1990 

was estimated to be Birr 59 million. This is the amount by which the country's soi l 

"capital" should be depreciated in the National Accounts or which should be deducted (as 

capital depreciation) from the country's Net National Income (NNI). 

The Eth iopian Forestry Action Program (EFAP) estimated the full value of forest 

depletion in 1990 to have been about Birr 138 million or some 25 per cent of the 2 

potential forestry GDP of Birr 544 million. 

3.2.DATA 

Multiple data sources have represented in both the descripti ve and econometric analyses. 

The study has invo lved an in-depth deskwork rev iew of various national, sector and local 

government policies, strategies and programmes documents that are related to 

environment. 

Secondary information particularly from sectors Environmental expenditure reports, 

Economic Survey reports, Parliamentary Budget Speeches by different Ministries and 

other government reports has been used . 
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The panel dat.a on public expenditure, has extensively collected from Ministry of Finance 

and Economic Development (MOFED), comprises annual data from fisca l year 2003/02 

to 200 III! 2 and includes federal and regional expenditures. These data has been 

disaggregated by functional and economic class ification. Further sector-specific data, 

usually disaggregated by region and available for multiple years, were obtained from the 

respective line ministries and are primarily contained in the following descriptive 

sections. 

To supplement the secondary data, this study has used key informant interview, focus 

group d iscussion and consulting various sectors, departments and local government 

offices. The focus group discussion and interviews has guided by the checkl ist of lead 

questions and conducting informal interviews. The researcher has visited six ministries 

and one city administrations. Additionall y the researcher has contacted and received 

official written information from Ministry of forestry and environment. 

A. Focus Group Discussion (FGD): FOD has been also used to assess public 

enviromnental expenditure performance of the country. The researcher had conducted 

FOD in three groups. The first group is with Ministry of Environment and Forestry, 

The second group is with Addis Ababa City administration Environmental Protection 

authority. 

B. Key Informants' Interview (KII): Key informants are among the best sources of 

detail information in qualitative type of research. For qual itative part of the research, 

key informant interview was made with individuals of both sexes of male and female 

as conditions permitted. Through key informant interview, primary data relevant the 

study was collected from different ministries. The li st of thei r name, responsibility 

and address were annexed. 
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3.3.RESEARCI-I METHOD AND ANALYTICAL APPROACH 

Both stati stical descriptive and econometrical methods of analysis have been employed to 

analyze the trends and practice of Public environmental Expenditure in Ethiopia. 

In the descripti ve methods of ana lysis, the data has sum up first, acco rding to programs 

implemented by the environment related institutions and thereafter by institutions . Their 

totals will tabulate into consolidated tables on annual basis. 

These tab les were helpnil to analyze the public environmental status of Ethiopia and also 

to compare the results across regions. For analytical purposes, several other tables using 

the overall results of the main analytical table has used to study the trends of 

environmental expenditure, salient characteristics of environmental expenditure and to 

understand the majo r areas of environmental expenditure in the country. 

Series of studies have used panel data simultaneous equation models to study the effect of 

a range of sectoral expenditures on agTicultural growth and poverty outcomes at the 

country level (e.g. Fanet a!. 2000, Fan et a!. 2002). In this study the researcher also has 

use panel data for regression analysis on the impact of public expenditures on 

environmental outcomes in Ethiopia . 

3.4. ECONOMETRIC MODEL SPECIFICATION 

Using the data from MOFED (2002/03 and 20 12113), a fixed-effects model, which has 

estimated a constant for each region and has takes account of missing observations, has 

be fit to test the effects of a change in GDP on changes in absolute public envirolUllental 

expenditure over the period 2002/03- 20 12113. 

t= I, 2, 3, --------- and 9 (I =2002103, 2=2003104, -------- etc 
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i = 1, 2, 3, 4 and 5 (1 = the sum of the GDP of federal government, Tigray, Afar, 

Ethiopian somali, SNNPR, Benishangul gumzu, Gambella and Dire dawa, 2= Amhara, 

3= Oromia, 4=Harare, 5 = Addis Ababa) 

Where T = 12 time periods covering 2000/01 to 2012/ 13, N = 11 regions covered by the 

MoFED data, Yit denotes public environmental expenditure for countlY i in year t in 

2007 prices and Xit denotes absolute GDP for country i in year t in 2007 prices and Fit 

denotes f oreign assistant. sit is the residual. 

The GOP data is not available in all regions of the country. GOP data is available only for 

the three regions of Amhara, Oromia, Harare and one city administration of Addis Ababa. 

In the first place, thi s avai lable GOP data is summed together. Then thi s slimmed GOP 

data is deducted from GOP of the country to find out the sum of the GOP of other regions 

including federal government. 

Next, a time-trend variable (t) is has incorporated into the model to control for any 

increases in environmental expenditure that occur independently of country specific 

effects, GOP where an observation taken in 2002/03 is coded as I, an observation in 

2003/04 is coded as 2 and so on. In addition, the data has transformed. A natural log has 

been taken of both absolute public environmental expenditure and GOP since a log-log 

specification is the most readily interpretable. 

3.5. DATA PROCESSING AND ANALYSIS \ 

ADDIS ABABA UNIVERSlTY \ 

AKAKI CAMPUS LlSllARY 

The data which have collected from the different sources has properly compi led and 

made ready for easy presentation computer processing. All have been so rted in Micro 

Soft excel. Soft Ware that fit for analys is STA TA has been selected among the available 

tools fo r its convenience and wide ly applicability. 
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CHAPTER FOUR 

RESULTS AND DISCUSSION 

4.I.DESCRIPTIVE PART OF ANALYSIS 

This section describes Ethiopia's public sector resource allocations and spending patterns 

related to enviromnental issues. Depending on data ava ilability, in thi s section PEE is 

analyzed by spending agency (ministry, regulatory agency, other institutions) and by type 

of expenditure (current, capital). Besides, this section try to looks envi ronmental 

expenditure trends in the 9 regions (Tigray, Afar, Amhara, Oromia, Somale, Benishangul 

Gumuz, SNNP, Gambella and Harm'ai), 2 city administrations ( Addis Ababa and Dire 

dawa) and federal government of Ethiopia over a period of 10 years, 2002/3 -2012113, 

based on data extremel y collected from Ministry of Finance and Economic Development 

(MoFED). 

4.1.1. INSTITUTIONAL 

(RESPONDENTS) 

DISTIUBUTION OF KEY INFORMANTS 

For the sake of c1m'ity and simplicity the compositions of respondents of key informant 

interview at public institutions level summarized in the table 4.1 below as follow. In the 

first place the researcher contacted ministry of environment and forestry to identify 

public institutions which have a concern about environmental protection issues. Then the 

researcher contacted informants by email, telephone, or both, depending on available 

contact information. Interviews consisted of a seri es of 5-15 questions that varied based 

on the experti se and experience of the individual. When app licable, the researcher asked 

follow-up questions to clarify comments and expand upon issues rai sed. 
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Name of public body Number of contacted person 

Ministry of Environment and Forestry 5 

Min istry of Agriculture 3 

Ministry of Mine 1 

Ministry of Water and Energy 3 

Mini stry ofIndustry 1 

Ministry of Transport and Communication 2 

Add is Ababa Environmental Protection Authority 3 

Total 18 

Table 4. 1: InstItutIOnal dlstnbutIOn of key IIlformants 

4.1.2. STATUS OF ESTABLISHED ENVIRONMENTAL UNIT IN THE 

SELECTED PUBLIC INSTITUTIONS 

The sample for key informant interview was selected at institutional level based on 

purposive sampling teciUlique. In the first place the researcher has contacted the ministry 

of environment and forestry to identify the main public bodies which have more concern 

for environmental issues. According to key informal interview with the ministry o f 

environment and forestry , at federal level seven public bodies have to establ ished 

environmental uni t. These are ministry of environment and forestry, ministry of 

agriculture, mini stry of mine, ministry of water and energy, mini stry of urban 

development and construction, mini stry of transport and communication and ministry of 

industry. This suggests from 170 federal public bodies only eight (0.05%) have to 

established environmental unit. Except at mini stry of agriculture, ministry of mines and 

mini stry of water, energy and irri gation in the remaining public bodies' environmental 

unit is established as cross cutting issues. 

As their annual expenditure performance reports and data show, in these purposively 

selected public bodies in all sampled fi scal years the allocated budget not spent totall y. 

The results from focus group discussion and key informal interview with the selected six 

federal public bodies (Ministry of Enviromnent and Forestry, Ministry of Agriculture, 

Ministry of Mine, Ministry of Water and Energy, M inistry of T ransport and 
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communication and Ministry of Industry) and one city administration (Addis Ababa City 

Administration), this finding. Generally the findings from eighteenth key informant 

interviews are summarized. 

4.1.3. EFFECTS OF UNPLANNED PUBLIC PROCUREMENT ON PUBLIC 

ENVIRONMENTAL EXPENDITURE 

In all these sampled public bodies there were procurement on processing. Due to thi s the 

budget is transferred from one fi scal year to another fi scal year. All these contacted 

respondents told that the main reason for the presence of procurement on process ing is 

lengthy of bid floating time. Based on thi s information the researcher has tried to review 

the procurements' rul es of Ethiopian federa l government. According to the Public 

Procurement and Property Administration Proclamation Number 649/2009 of article 22 

sub articles 2, each public body shall have to be approved by the head of the public body 

concerned and communicated to the relevant departments of the public body and the 

Agency until Hamle 30 of the Ethiopian Calendar. The procurement plan has to be 

prepared in such a way that they have to be smart enough to: 

>- Achieve the work program of the Public Body. 

>- Ensure economy and efficiency in the operation of the Public Body by 

discouraging piecemeal purchase. 

>- Exercise prudence and make the necessary preparation to forestall problems that 

might be encountered in the execution of procurement. 

However, the data indicate that even though they prepare annual procurement, the plan is 

not smart enough for implementation, monitoring and fo llow up. Due to poor 

procurement plmming they prepared, there was always procurement on processing at the 

end of each fi sca l budget years. 

For instance, the time sen es data from Environmenta l Protection Authority of Addis 

Ababa city administration c learl y demonstrate that the total allocated budget is not spent 

totall y. In same fiscal years there were on average three procurements on processing at 
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the end of the each fi scal year. In value terms these procurements have on average 20 

percent of the total allocated budget. Based on these both annual data of total budget 

amount and value of procurement on processing, someone can simply identifying that on 

processing procurement is one of the main cause for the poor performance of Ethiopian 

Public environmental expenditure. Due to thi s poor procurement planning, on average 20 

percent of the total allocated budget was not spent on each sampled years. 

Table 4.2: Annual Budget and Expenditure of Addis Ababa City Administration 

EnvirolU11ental Protection Authority (i n ETB). 

Year Budget Expenditure Percentage of Percentage of procurement 

expenditure from the on bidding at the end of 

total budget. EFY 

20 I 0/ 11 25,158, 153.60 11 ,604,988.67 46.13 28.2 

201 111 2 11,225,462 9,568,864.70 85.24 15.4 

2012113 31 ,986,920 26,606,497.96 83.18 16.4 

Source: Own calculations using data from Addis Ababa EPA, 20 II , 2012, 2013 

4.1.4. PUBLIC ENVIRONMENTAL BUDGET CUTTING EXPERIENCE 

As the informal interview results' and the annual reports of the selected public 

organization showed financial crisis has resulted in major cuts of both publ ic budget and 

expenditure. In order to bring the institutions budget into balance, the Ethiopian 

government sometimes reduced state budget expenditures requi sitions by some 

percentage. For instance, in the year 201 1112 Ethiopian governn1ent reduced the overall 

state budget by 4.2 percent. These cuts affected the Ministry of Environment by 7.5 

percent (Ministry of Finance 2008). Public expenditure management is an important 

aspect of a country' s environmental policy. Major budget cuts in times of financial crisis 

might jeopardize attainment of critical long run objectives. This suggests that public 

environmental expenditure is more sensitive to cuts in public expenditure during periods 

of crisis than other public expenditure. Like Ethiopia in the case of other countries, for 
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instance Indones ia, as Vincent and hi s co-authors tind envi ronmental expendi tures 

decl ined much more than budget cuts on average. However, this thesis does not discuss 

potential reasons for this budget cutting differences between PEE and other expenditure. 

To support the above macro level findi ng of the public environmental budget cutting 

experi ence of the country, some public mini stri es and agencies were se lected to ana lyzed 

the Public envi ronmental budget cutting experi ence at institutions level with supporting 

evidences of focus group discussion. As tab le 4.3, clearly shows in all se lected 

institutions the requested budget is not approved by the govenunenl of the country; 

ministry of finance and economic development. As per the focus group discussion with 

the budget experts and the directorates' director in MOFED, this budget cutting is due to 

limitations of govenunent resources. There is increasing demand on budget. To balance 

this increas ing demand of budget, the govenunent of Ethiop ia has enforced to not allocate 

the entire requested budget amount. The goverrullent has prioritizing the budget 

allocation to main economic development sectors; manly fo r infrastructure and 

agriculture sectors. 

Nevertheless, thi s overal l budget cut has affected more the public environmental 

expenditure than the overall expenditure. In thi s five selected public institutions, on 

average 20% of the requested budget is not approved as a whole. But in disaggregate 

term ; the budget cutting is 30% on environment sector. 
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EFY 

20 10/ 11 

2011112 

2012/ 13 

Table 4.3: Public environmental budget experience at some selected fed eral government 

Public Institutions. 

Ministry of Ministry of Mines Min istry of Water, Mini stry Ministry Industry 

Agricu lture Irrigation and energy Environment and 

forestry 

Req Approve Request Approved Requested Approved Request Approve Request Approved 

ueste d ed ed d ed 

d 

7,73 5,456,67 39,3 11 30,90 1 2,760, 180 2,174,232 6,3 55 36,002 

8,46 5 

0 5,867 

10,2 7,644,37 100,488 71 , 153 5,836,985 4,445,210 77,618 76,6 17 48,534 46,060 

06,6 4 

26 

7,87 6,982,10 198,887 90,180 5,734,550 4,506,858 74,378 74,408 5,054,33 178,488 

9,20 5 8 

7 

Source: Own calculattons uSlllg data from MOFED. 

4.1.5. OVERALL PUBLIC ENVIRONMENTAL EXI)ENDITURE 

Public spending on environment in Ethiopia comes from three main sources: Treasury, 

Internal sources and foreign assistants (aid and loan) . While data on budget-financed 

expenditures seem to be comprehensive and reliable, complete information on donor­

financed projects and expenditures of publicly owned enterprises is lacking as these have 

been large ly pushed implemented outside the budget framework. 

The total Government expenditure including Central and stale government spending on 

the envirorunent rose during 2002/03- 201211 3 (see the above figure 4.1). The main 

environmental responsibilities lie with ministry of Environment and Forestry at federal 

level whereas at local level the responsibilities lie with bureau of environment and 

forestry. Their annual budgets have increased several-fold since 2002/03 . The increase 
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has been in line with the overall growth in spending, and the share of enviromllental 

expenditures in the overall central budget show highly fluctuating. In thi s fisca l year, 

public expenditures soared mainly due to the large expansion of capital investment 

(mostly in transport infrastructure) but also due to rising current expenditures (on 

salaries, for example). 

Conservation of the EnvirolUllent is the eighth of the tenth strategic pillars of Growth and 

Transformation plan (GTP) of the country. It has a vital contribution for sustainability of 

development. Through plan and policies the Ethiopia government has made protection of 

the enviromllent and natural resources a priority for development in Ethiopia in pursuit of 

the environmental objectives of GTP. In line with this, the government of the country has 

become investing on nature protection. 

The commitment to address envirolUllental issues can be best illustrated by analyzing 

envirolUllental related public expenditure in all regions of the country and measuring its 

share in the total income of the economy. Figure 4.1 clearly indicate that in abso lute 

terms, except 2003/04 and 2007/08 fiscal years total public environmental expenditure 

showed a clear increasing trend over the time period 2002/03-2012113 . This absolute 

increment can be one of the symptoms that the commitment of Ethiopian govermnent for 

protecting the envirolUllent has become great. 

In percentage terms the analysis revealed that the environment sector of Ethiopia 

accounted for almost an average of 7.25% of the total public sector expenditure over the 

period 2002/03-2012113. During the first year of the study period (2002), the public 

expenditure on environment was around the average, 6.17% of the total budgetary 

expenditure of that year. However, during the latter years it fluctuated between 3-8 

percent per annum. This fluctuation may be due to competing demands for budgetary 

resources from other economic sectors. To support this findings up on secondary data the 

researcher has did focus group di scussion with the ministry of finance and economic 

development (MoFED). The results from both focus group discussion and key informants 
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indicate the increasing demand for budgetary resources (infrastructure investment, for 

example). Table 4.1 presents the average annual publ ic environmental expenditure in 

Ethiopia over the period 2002-2013. 

Tab le 4.4: Average ArU1ua l Public Environmental Expenditure in Ethiopia over the period 

2002/03 -2012/13 (Val ues in ETB, Mi ll ion) 

Annual Total Pub lic PEE as % of Total PEE as % of 

year An nua l PEE Expenditure Public Expenditure GOP GOP 

2002/03 1136.47 18,424 .65 6.17% 71 ,690.9 1.59% 

2003 /04 1003.49 22,528.85 3.57% 81 ,42 1.1 0.99% 

2004/05 1255.07 22,628.56 3.54% 9 1,044.1 1.38% 

2005/06 1488.24 27,752.63 5.36% 100,908.4 1.47% 

2006107 2720.11 3 1,809.32 8.55% 11 2,468 .5 2.42% 

2007/08 2 117.3 1 38,478.70 5.5% 124,602.2 1.70% 

2008/09 4322.64 66294.7 6.52% 135,570.3 3. 19% 

200911 0 6809.19 81552.4 8.35% 152,585.1 4.46% 

2010111 7002.93 105015.4 6.67% 169,641.5 4. 13% 

2011112 11639 147641.4 7. R8% 180,651.30 6.41 % 

2012113 15230.54 189979.4 8.02% 192,622.50 7.91% 

Annual 

Average 4956.82 68373.27 7.25% 128,473.25 3.86% 

Source: Own calcul ations using data from MOFED. 
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The above average annual PEE can be compared with the average annual expenditure of 

the Mini stry of Environment and Forestry (MoEF) of Birr. 3.4 mi ll ion, over the study 

period, which was around 0.07 percent of the average annual budgetary environmental 

expenditure of the period. It is also interesting to note that the PEE as a percentage of 

GOP of the country experienced a fluctuation over the period 2002/03-2012/13. The 

percentage of PEE in 2002- 2003 that stood at 1.59 of GOP has increased by al most 

260% during the time coverage of the study period closing at 4.13 of GOP in 2007- 2008. 

The PEE experience in Eth iopia is sti ll better. The results summarized in Table 4 .1 are 

depicted in figure 4.1. 
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Figure 4 .1. Public Environmental expenditure in absolute value term (ETS, in millions). 

Source: Own calculati ons using data from MOFED. 
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4.1.6. COMPARISON STATE AND FEDERAL PUBLIC ENVIRONMENTAL 

EXPENDITURE 

The analysis of the Federal Expenditure showed a strict fluctuation over the period 2003 -2008, while 

it showed an increase over the period 2009-2013. On the other hand, at the state level, the ana lysis 

of aggregate state budget showed that, despite having different patterns of share over the total 

budget, none of the analyzed functions had a huge increase over the same period, with relative 

stability of their share over the period 2003-2009. 

One of the results of thi s process can be seen in Figure 6: Sll1ce 2002/03, the aggregate 

envirorunental spending by states surpassed federal government environmental expenditures. 
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Figure 4.2. Federal and State Goverrunent expenditure in fu nction environment management in the 

period 2002/03 -2012113 (ETB, in millions) . Source: Own calculations using data from MOFED. 

The analysis in terms of percentages also confirms that, when it comes to environmental 

expenditure, envirorullental issues have a more relevant role on the state policy in comparison to the 

federa l policy (Figure 4.4.). Whi le expenditures in the fu nction Environmental Management 

represented on average about 25.1% of the total state expenditure a long 2002/03-2012113 , on 

average this share is reduced to about 3.8% for the total federa l expenditure. 
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Figure 4.3. Relative share of federal and state expenditure from the total expenditure 

Source: Own calculations using data from MOFED. 

4.1.7. PUBLIC ENVIRONMENTAL EXPENDITURE BY ECONOMIC 

CLASSIFICATION 

The Government ' s expenditure policy is to allocate some resources for environmental 

protection with the aim of eradicating poverty and achieving sustainable economic 

development. Cognizant of this objective both recurrent and capital general government 

environmental spending has shown significant increment in the past seven years. Growth 

in recurrent expenditure regi stered an average of 28.65 percent over the past 11 years 

(2002/03-20 12113), whi le the growth rate in capital expenditure averaged 53.09 per 

annum during the same period . Consequently, the share of capital expenditure to total 

expenditure increased from 41.71 percent in the fiscal year 2002/03 to 89.14 percent in 

2012113, while the share of recurrent expenditure to total expenditure declined from 

58.29 percent in 2002/03 to 10.86 percent in 2012113. Significant share of the spending is 

focusing more on natural resource management, water wastage management and disaster 

prevention protection. Government spending pattern completely changed over the past 

years with more resource being al located to capital investment on environmental 

protection. To identify the main reason for the increment of the share of capital 

expenditure, focus group di scussion and key informant interview were conducted with 
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the ministry of environment and forestry. The results showed the increment of this 

capital expenditure share out of the total expenditure is due to capital inflow from abroad. 

There was an agreement, Rio Convention 1992, of the reducing level of emissions among 

countri es. [n reducing thei r emission many countri es have signed a carbon trade 

agreement with Ethiopia. That is why the share of capita l expenditure become increasing. 

What should be noted here is that, the amount allocated by the government and spent by 

the concern ing is only enough to meet recurrent costs for rUlming the office, wh ich 

include Personal Emoluments, Other Charges and Rental expenses. Most of 

environmental projects in the country are therefore donor fund ed/supported. [n other 

word money which is allocated to environment sector by the government, is not enough 

and is on ly used for running the office i.e. personal emoluments, other charges and 

renting of the office. The focus group and key informant interview with the selected 

publ ic institutions also confirm the results. In the time of focus group discussion three 

individuals from ministry of Environment and forestry said " if there were no donor fu nd, 

there would have been not a single environmental project implemented by/under". 
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Figure 4.4. Trends of Recurrent and cap ital expenditure (ETB, inl11illions) 
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Tab le 4.5: Genera l Government Total Expenditures by economic classification (ETB, in mill ions) 

Source: MoFED 

Descriptions 2002 2003 2004 2005 2006 2007 2008 

Total PEE 11 36.47 803.49 1255 .07 1488.24 2720. 11 2117.31 3242.65 

Annual growth -29.30 56.20 18.58 82.77 22. 16 53.15 

rate 

Current PEE 662.41 598.55 397. 17 211.92 416.62 654.97 400.66 

Annual Growth rate -9.64 -33.64 -46.64 96.59 57.2 1 -38.82 

% share from total PEE 58.29 74.50 31.6 14.2 15.3 30.9 12.35 

Capital PEE 474 204 857 1276 2303 1462 284 1 

Annual growth rate -56.96 320.1 48.90 80.49 -36.52 94.32 

% share from total PEE 41.71 25.39 68.28 85.74 84.67 69.05 87.6 1 
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2009 2010 2011 2012 

4782.72 5880.550 10036.45 11 522.16 

47.50 22.96 70.68 14.8 

610.24 826 .57 1789.81 1250.84 

52 .31 35.45 116.53 -30.11 

12.76 14.07 17.83 10.86 

4172 5053.98 8246 10271.32 

46.85 21. 14 63.16 24.56 

87.23 9.1 82 .16 89. 14 
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Figure 4.6. Evolution of the relati ve share of expenditures in function environmental management 

Own calculations using data from MOFED. 

4.1.9. ANALYSIS OF RESOURCES GAPS ON ENVIRONMENTAL SECTORS, 

FOCUSING ON WOREDAfDISTRICT LEVEL 

The discussion on the foregoing sections has revealed that government resources allocation and 

expenditure on environment at national, sectoral and sub-national level has not been according to 

real requirements of the sectors . What the government has been allocating for environmental 

expenditure was only to meet office-running costs and sometimes even that was inadequate. 

For instance, as shown in Table 4.6, what the government allocated to Woredas IDistrictsl has 

been far below what was required. As already aforementioned, the regional government allocated 

the part of requested budget for both bureau and woredaldi stricts level. At woreda level , the 

amount of spent was even above the approved/allocated budget. There may be the question of 

"How the amount of budget is less than the amount of spent (expenditure )"7 As per the focus 

group discussion with the ministry of finance , budget department experts, it is due to the fact that 

they may not report the total amount of internal revenue. This amount of money spent may be 

due to thi s internal revenue of the respected districts of government institutions. 
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4.1 .8. REGIONS PUBLIC ENVIRONMENTAL EXPENDITURE 
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Figure 4.5. Trends of public environmental expenditure by each regional government 

The above figure 4.6. Clearl y shows in all regions of the country the amount of money 

allocated to environment sector indicate increasing trends over the period of 2003/004· 

2012/ 13. The rate of increment may differ from region to region. However, thi s thesis not 

analyzed and compared the rate of increments among regions because the nature and 

magni tude of envirorunental problems are not the same. 

Nevertheless, to provide information and some hints for future researchers and other 

stakeholders of the paper, the amount of money spent in ETB over the period of2002/03· 

20 12114 in each regions of the country are showed in the figure 4.7.below. 
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The researcher collected information through email address of tadesse_kebede@yahoo.com to 

have credible data regarding the inadeq uate of environmental budget in woreda levels. 

Accordingly, from Amhara region North Shewa zone Midda Woremo woreda, seven people have 

provide the information that new institutional framework just like environmental sector specific 

have a number of activi ties in their strategic plans that they fai led to execute due to 

underfu nding. However, given data and information constraints it is sti ll difficult to establish 

whether the expenditure on these projects has been comprehensive enough to address the 

environmental problems national wide. 

Table 4.6: Pub lic environmental expenditure at Bureau and Woreda level (ETB, in millions) 

Year BPEB WPEB BPEE WPEE BPEE as % BPEB WPEE as % WPEB 

2008/09 1251.76 498.08 519.04 528.24 41.47 106.05 

20091l 0 1727.7 390.47 1491.08 531.31 86.30 136.06 

2010111 4347.176 1254.35 1921.74 682.63 44.21 54.42 

2011112 4100. 19 687.38 3170.73 953 .1 4 77.33 138.66 

2012113 7,70 1.00 76 1.1 3 6559.62 992.76 85.18 130.43 

Source: Own ca lculations using data from MOFED. 

4.1.10. FOREIGN AID (BOTH ASSISTANT AND LOAN) ON ENVIRONMENTAL 

ISSUES. 

There is no comprehensive data set covering forei gn aid payments to envirorllllental protection 

expendi ture in Ethiopia. Generall y foreign aid only includes investments. According to gross 

estimates of ministry of finance and economic development, foreign aid has made up the lion 

part of government investments into environmental protection, waste water treatment and to 

waste management. The share of foreign aid in the state investment programme on 

environmental investments varied between 9 and 53 percent during the time period 2005/06-

2011 11 2 (based on the budget data of onl y state government of the country). According to thi s 
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source, foreign aid increased from about 424.05 million ETB in 2005/06 to about 663.08 mill ion 

ETB in 20 11112 in absolute value . However, in percentage term forei gn environmenta l 

investment at state government of the country show an increasing trend. It was 53.35 percent in 

2005/06, whereas it was 9 percent in 20 11112. Th is decreasing trend is due to the 1992, Rio 

convention. The country is generating a huge amollnt of income due to carbon trade agreement 

after the 1992 Rio convention. Thi s money is considered as revenue of the country. And in the 

time of budget disbursement it was considered in the treasury account. Due to thi s the amount of 

budget allocated from treasury increase. As a result of this, even in absol ute value term it shows 

an increas ing trend , in percentage term the share of foreign aid environment budget from the 

total environmental budget showed the decreasing trend. It was unable to get data on fore ign aid 

expenditure. 

Tab le 4.7 : Total capital budget ETB, in millions (only state govermnent, however, environmental 

budget offederal govenm1ent is not included) 

Total or (% of 

Treasury Loan Assistant D Aid or assistant) or (% of aid) 

YeaI' (A) (B) (C) =(A+B+C) (E=B+C) C* 100/0 = E* I 00/0 

2005106 554.8826 102.05 238 .84 794.74 424.05 30.05 53.35 

2006/07 505. 13 11 8.92 244.2 1 868.26 363.13 28.13 41.82 

2007/08 920.0 1 118.66 233.50 1272.17 352.16 18.35 27.68 

2008/09 2,126.52 172.1 320.23 2618.85 492.33 12.23 18.80 

2009/ 10 1,517.06 86.69 354.7 1958.45 441.39 18. 11 22.54 

201011 1 2,3 11.76 236.32 426.76 2974.84 652.77 14.35 22.29 

20 11112 6,679.65 239.29 413.48 7332.42 663 .08 5.64 8.90 

Source: Own calculati ons using data fro m MOFED. 
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4.2.ECONOMETRIC RESULT AND ANAL VSIS 

In econometric part of the anal ysis, firstly the researcher has conducted Chi square test 

to check the di stribution of both the expenditure and GDP vari ables. By using Med 

Calc the researcher automatically perform a Chi-squared test or Kolmogorov-Smirnov 

test to test the assumption that the data are normall y di stri buted , the grap h of 

Histogram, data that are not normall y di stributed , but show pos itive skewness (skewed 

to the ri ght). The result of the hi stogram enforces the researcher to transform the 

distributions Idata! in to a logarithmic transformation. 

Table 4.8. Statistical summary of GDP, Expenditure, Logarizim GDP and Logari zim of 

Expenditure 

Variab le I Obs Mean Std. Dev. Min Max 

Logarizim of GDPI 45 23166.71 16557.7 362 66931.5 

Expenditure I 45 614.566 1027.361 .56 4751.69 

gdpl I 45 9.407326 1.60959 5.891644 11.11143 

epcndll 45 4.911819 2.22281 -.5798185 8.466255 

The results in Table 4.8 show that the time-trend vari able is not a sign ificant determinant of 

public environmental expenditure, i.e. fJ2 is not significantl y different fro m 0 (p = 0.1 II > 

0.005). Hence there is no evidence for growth in public environmenta l expenditure over time 

independent of growth in GDP. 

Panel variable: regions code (unbalanced) 

Time variable: year, 2003 to 20 II 

The command used for regression of Panel data expenditure against Panel data GDP is x/reg 

ependl gdpl,fe 
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Table 4.9: The econometrics results of fixed effect model 

Fixed-effects (within) regression Number of obs = 45 

Group variable: Regions Number of groups = 5 

epend11 Coef. Std. Err. t P> ltl Decision 

gdp11 0.6 .3120846 6.86 0.000 Reject Null Hypothesis 

year I .2668121 .0703201 3.79 0.111 Do not reject Null Hypothesis 

_cons I -536.2644 137.3481 -3.90 0.000 

R-square 0.78 

Source : Econometrics results using dala 0/ MGFED 

Yit = flo + 0.6 Xit + eit 

t= 1, 2, 3, --------- and 9 (1 =2002103, 2=2003104, -------- etc 

i = I, 2, 3, 4 and 5 (1 = the sum 0/ the GDP o//ederal government, Tigray, A/aI', Ethiopian 

somali, SNNPR, Benishangul gumzu, Gambella and Dire dawa, 2= Amhara, 3= Gromia, 

4=Harare, 5 = Addis Ababa) 

GDP is a very signi fi cant determinant of public environmental expenditure, i.e. /3 1 is 

signifi cantly different from both 0 and I (p < 0.05). The coefficient of GOP is greater than 0.6 

and is also statistically significantly. The results of this log-log model, where the coefficient can 

be intetpreted as inelasticity, appear to show that the income elasticity of willingness to pay for 

the environment is just less than un ity, i.e. a I per cent increase in GOP leads to an average 0.6 

per cent increase in public environmental expenditure. Finally, the R-squared from this model is 

relatively high, with around two-thirds of the variation in environmental expenditure being 

explained by the model. 
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5. CONCLUSIONS AND RECOMMENDATION 

5.l.CONCLUSIONS 

~ While environmental resources contribute significantly in terms of revenue collections 

and national income, yet the environmental sectors are financially under resourced in 

many countries. The resource gap was more pronounced at woredaldistrict level of 

regional governments of the country. At woreda level of regions what environmental 

resource sectors are allowed to retain back is not sufficient to maintain sustainable 

enviromnental management. 

~ Most of environmental management projects, which address the key environmental 

problems, are foreign donor supported. The government is financed onl y for running cost 

including salaries, allowance and office supplies. To sum up, Local and central 

government sector expenditures on the environment are increased by a significant amount 

offoreign aid. 

~ Data on public environmental expenditure show that Govermnent spending on 

enviromnental protection is more sensitive to budget cutting than the overall Govermllent 

Expenditure. Both federal and state govermnent expenditure in absol ute value terms on 

environmental protection in Ethiopia have regularly increased over the period discussed 

in the paper. Again public expenditures on enviromnental protection during the period of 

2002/03 -2012113 were sensitive to the level of GOP. Another finding is that 

environmental spending of country is closely correlated to total budget expenditure. As a 

co effect of various measures, Ethiopia has managed to preserve stability of 

enviromllental expenditure. 

~ The study also concludes that during the last 11 years, PEE performance had showed 

strict fluctuation during the time period 2002/03-2012113. This could be attributed to the 

fluctuation of the competing demands for budgetary resources from other material 
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sectors. The analysis al so indicates that there is a considerable proportion of under 

expenditure of budgetary resources in the environmental sector. 

~ The three year annual reports of EnvirolUllental Protection Authority of Addis Ababa city 

Administration showed that as result of absence of procurement plan on average public 

envirolU11ental expenditure performance decreased by 20 percent. 

~ The analysis al so concludes that it is necessary to maintain at least the same level of PEE 

in the future as well. 

~ As noted in the main text, what can actually be measured is the income elasticity of 

willingness to payor expenditure. This suggests an elasticity of 0.6, which is perhaps less 

than the expected level if the ' environmental demand effect' is to playa significant role 

in explaining the downward slope of the environmental Kuznets curve. 

S.2.RECOMMENDA TION 

I. The Government should consider increasing budgetary allocation to the environmental 

sectors especially at woreda leve l in each region of the country. In addition to this, it is 

necessa ry to allow for efficient and effective management, coordination, monitoring, and 

valuat ion of environmental resources to achi eve sustainable development and povel1y 

reduction. 

2. Considering the cost of envirolU11ental damages that could result in the future, the study 

recommends that the planning and budget authorities take innovative measures to allocate 

sufficient funds to the environmental sectors to balance the demand for resources 

between material production and environment maintenance. 

3. Since it is an area that could be corrected within the system itself, the study recommends 

that the project monitoring authorities take suitable measures to continuously monitor 
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project implementation and take action to improve the rate of uti li zation of budgetary 

resources made avai lable to the institutions or projects. 

4. GoverrU11ent institutions should have smart procurement plan. To achieve thi s 

recommendation Public Procurement and Property Administration Agency has to provide 

training the government institutions up on procurement plan. 

5. The a llocated budget was not spent tota lly. Therefore, this low rate of foreign resources 

utilization is also a concern that requires attention. Ethiopia is in a fo rtunate situation to 

attract more and more fo reign resources fo r its development. Enviromnent is an area 

where donor agencies are more willing to support and Ethiopia is in an advantageous 

position in thi s respect. However, it is important that project implementation authorities 

take necessary action to increase the rate of utilization of scarce forei gn resources. In fact, 

an increased rate of resource utilization wi ll no doubt increase the rate of aid inflow with 

the satisfaction of donor agenc ies on the positive impacts of their assistance. 

6. Accordingly, the study proposes to implement innovative and new measures as 

alternatives for increasing the level of public expenditure without depending on direct 

budgetary fu nds . 

7. The analysis al so concludes that it is necessary to maintain at least the same level of PEE 

in the future as we ll. For thi s purpose, it is not only necessary to plan and implement new 

project activities by the environment related institutions but also promote other 

institutions to adopt environment related activities in their programs. The study also 

recommends the Government to look into establishing innovative approaches such as 

development of non-governmenta l insti tutions. Estab lishment of such institutions could 

help absorb financ ial resources available for environmental activ ities that are 

underutilized by the govenU11ent institutions. This wi ll help to maintain the higher level 

of PEE even though budgetary resources are bound to reduce due to other competing 

demands. In the country it was needed to establish the enviromnental fund, which will be 

used for enviromnent management acti vities 
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Annex 1. Public environmental Expenditure data by region 

year Tigray Afar Arnhara Oromia Somale Benishangul SNNP Gambella Harari Addis Dire 

2003 13.95 27 .49 97.07 110.2 29.67 6.33 6.5 15.78 0.9 26.08 5.83 

2004 19.25 7.34 73.96 41.42 7.67 14.68 107.98 8.55 2.72 80.38 3.93 

2005 18.84 31.88 18.69 12 1.69 17.46 4.98 35 .59 8.52 3.61 184.1 8 6.74 

2006 38.02 28.04 50.38 134.59 35.24 17.55 14.64 5.66 0.56 184.3 1 1.75 

2007 55.04 13.48 93 .6 2 17.57 45.61 24.45 20.09 7.32 4.2 1 273 .11 12.6 

2008 30.44 42 .63 148.69 322.77 82.08 12. 18 70.89 6. 11 2.77 457.72 11.03 

2009 18.22 37 1.04 1007.86 20 1.43 98.99 7.22 83 .36 25. 89 11.18 278.4 1 10.04 

20 10 99.5 1 461.42 2075.9 1 433.93 338.79 9.89 16 1.24 52.91 19.75 373.58 2 1.96 

2011 164.14 768.2 1 1241.02 503 .63 186.62 27.2 154.78 144.56 42.5 464.09 30.08 

20 12 594.39 11 10.86 2629.67 568 .27 946.48 54.42 524.9 1 11 8.6 29.64 560.63 89.23 

20 13 725.03 2094.26 3508.33 1037.61 1703.86 71.48 499.65 198.1 33 .84 906.57 103.21 
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Annex 1.2. Environmental Investment Expenditure 

Federal Tota l 
year gov Tigray Afa r Amhara Orom ia Soma lc Benishangul SNNP Ga mbella Hara ri Addis Dire regiona l Total PEE 

2002/03 226.87 5.42 20. 17 79.97 83.56 13.76 2. 1 3.09 10.57 0 26.08 2.47 247. 19 474.06 

2003/04 76.51 9.2 1 4.25 52.8 1 29.14 3.07 0. 17 1.9 5. 18 2 17.6 1 3.09 128.43 204 .94 

2004/05 549.69 8.6 27.88 8.93 83.68 8.54 2.38 3 1.33 6.3 3.34 123. 16 4.07 308.2 1 857.9 i 

2005106 926.04 15.9 22.6 1 14.89 109.06 26.45 2.45 8.65 1.76 0.56 147.74 0.21 350.28 1276.32 

2006/07 1,897.48 23.9 1 7.13 50.74 168.88 32.43 16.62 3.56 3 0 89.89 9.85 406.01 2303.49 

2007/08 857.31 12.54 27.76 77. 12 190.7 51.04 6.48 47.52 1.31 0 188.21 2.35 605 .03 1462.34 

2008109 2 175 18.0 1 20.76 81.61 149.97 76.87 1.79 47.87 0.36 2.39 263.3 1 4.05 666.99 2841.99 

200911 0 2668.9 89.66 55 .4 1 168.58 378.38 307.66 3.54 118.38 4.22 6.57 365.75 5.43 1503 .58 4172.48 

201011 1 3163.4 16 1.79 163.18 381.36 430.94 168.72 12.33 83.2 1 12.49 11.46 458.39 6.7 1 1890.58 5053.98 

201 1112 4234.3 590.34 443.87 450.62 534.27 912.65 35.67 388.63 37.45 13 55 1.22 54.62 4012.34 8246.64 

20 12113 4 11 4 7 19.6 590.68 834 946.21 1628.9 1 50.19 400.48 28.78 8.23 892.65 57.59 6157.32 10271.32 
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Annex 1.3. Environment Current Expenditure 

Year 
Addis Dire Total 

Federal Tiaray Afar Amhara Oromia Somale Benishangul SNNP Gambella Harare Ababa dawa Regional total 

2002/03 569.821 8.531 7.3 17 17.097 26.636 15.905 4229 3.406 5212 0.899 0 3.358 92.59 662.4 11 

2003/04 359.1 10.04 3.09 2 1.1 5 1228 4.6 14.51 106.08 3.37 0.72 62.77 0.84 239.45 598 .55 

2004105 253202 10243 4 9.76 38.01 8.92 2.6 4.264 2.22 02 65 61.02 2.67 143 .972 397.174 

2005/06 51.46 22.12 5.43 35 .49 25.53 8.79 15 .1 5.99 3.9 0 36.5 7 1.54 160.46 211.92 

2006/07 55.55 31.1 3 6.35 42.86 48.69 13.18 7.83 16.53 4.32 4.21 183 .22 2.75 361.07 41 6.62 

2007108 72.69 17.9 14.87 7 1.5 7 132.07 31.04 5.7 23.37 4.8 2.77 269.5 1 8.68 582.28 654.97 

2008/09 34 33.83 18.75 136.28 81.15 16.64 9.41 34.61 4.99 0 27.89 3. 11 366.66 400.66 

2009/ 10 91.4 74.95 21.29 99. 17 169.32 25 .61 13 .92 45.62 8.64 0.36 56.4 3.56 518.84 61 0.24 

2010111 112.7 51.48 28.46 12 1.34 324.15 3 1.47 18.06 52.7 9.94 1.1 3 66 .25 8.89 713.87 826.57 

2011 112 177.6 72.09 26.93 181.63 369.61 8.01 18.78 68.29 160.75 0 706.12 0 1612.21 1789.81 

20 12113 234.6 102.1 2 43.67 209.43 493 .6 26.26 26.23 84.54 22.54 0.65 0 7.2 1016.24 1250.84 -
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Almex 2. GDP and Public environmental Data 

Year GDP Total PE PEE 

2002/03 71,690 .9 18,424.65 1136.471 

2003/04 81 ,42l.l 22,528 .85 803.49 

2004/05 91 ,044.1 22,628.56 1255.074 

2005/06 100,908.4 27,752 .63 1488.24 

2006107 11 2,468.5 3 1,80932 2720. 11 

2007/08 124,602.2 38 ,478.70 2117.31 

2008/09 135,5703 66294.7 3242 .65 

2009110 152,585. 1 81552.4 4782.72 

20 10111 169,641.5 105015.4 5880.55 
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Annex 3. Data used for Econometric part of Analysis 

Where 1 = The combination federal government and Some of regions 2= Amhara 

3= Oromia 4= Addis Ababa 5= Harare 

Code of Log 

Year Region GDP Expenditure Expenditure Log GDP 

2003 I 24,773.90 902.24 10. 11 755 6.80488 1 

2004 1 29,278. 10 605.0 1 10.2846 6.405245 

2005 1 32,647.10 926.9 10.39351 6.831846 

2006 1 37,228.40 1118.4 10.52483 7.019654 

2007 1 42,158.50 213 1. 62 10.64919 7.664638 

2008 1 47,100.20 1185.36 10.76003 7.077802 

2009 1 51 ,293.30 2823.76 10.84532 7.945825 

20 10 1 60,107. 10 3906.02 11.00388 8.270274 

20 11 1 66,93 1.50 4751.69 11.11142 8.466256 

2003 2 16,523.45 97.07 9.7 125 36 4.575432 

2004 2 17,843.90 73.96 9.78941 7 4.303524 

2005 2 19,269.90 18.69 9.8663 2.927989 

2006 2 20,809.83 50.38 9.943 181 3.919594 

2007 2 22994.83 93 .6 10.04302 4 .53903 

2008 2 25634.99 148.69 10.15171 5.00 1864 

2009 2 27256.97 1007.86 10.21306 6.915585 

2010 2 29,700.93 2075.91 10.29893 7.638155 

20 11 2 33447.3 124 1.02 10.41773 7.123689 

2003 3 20,000 110.2 9.903488 4.702297 

2004 
, 

22,900 41.42 10.03889 3.723764 ~ 

2005 3 26,400 121.69 10.1811 2 4.80 1477 

2006 3 28 ,700 134.59 10.26465 4.902233 

2007 
, 

31 ,500 217.57 10. 35774 5.3 82521 ~ 
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2008 3 34,400 322.77 10.4458 1 5.77694 

2009 3 37,800 201.43 10. 54006 5. 305442 

2010 3 41536.05 433 .93 10.63432 6.07288 3 

20 11 3 45641.35 503.63 10.72857 6.22 1842 

2003 4 10,03 1.43 26.08 9.213478 3.261169 

2004 4 11,023.55 80.38 9.307789 4.386765 

2005 4 12,302.08 184.18 9.4 17524 5.2 159 14 

2006 4 13,728.90 184.31 9.527258 5.2 166 19 

2007 4 15,32 1.20 273. 11 9.636993 5.609875 

2008 4 16,913 .50 457.72 9.735867 6. 126258 

2009 4 18,600.50 278.4 1 9.830944 5.629095 

20 10 4 20,613.00 373 .58 9.933677 5.923132 

20 II 4 22,843.24 464.09 10.03641 6. 140078 

2003 5 362 0.9 5.891644 -0.1 0536 

2004 5 376 2.72 5.929589 1.000632 

2005 5 425 3.6 1 6.052089 1.283708 

2006 5 44 1 0.56 6.089045 -0.57982 

2007 5 494 4.21 6.202536 1.437463 

2008 5 553.36 2.77 6.316009 1.018847 

2009 5 619.87 11.1 8 6.42951 2.414 126 

20 10 5 627.87 19.75 6.442333 2.983 153 

20 11 5 3,347.86 42.5 8.116076 3.749504 
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Annex 4. Leading questions and checklists for key info rmant and focus group di scussion 

Tadesse kebede is my name. I am MA student at center of environment and development 

at college of development studies in Addis Ababa Uni versi ty. Currentl y, I am writing my 

master thesis on the tit le of "Trends of Public Environmental Expenditure and Its Impact 

on some Selected Environmental Outcome" 

I am kindly requested your col laboration by filling the following questions on behalf of 

your organization. 

NB: Filling the questions in group is allowed. 

1. Name of Respondent (optional, if you are interested) 

2. Name of Public Body 

3. Year of establishment of the public body 

4. Do you have any of the following in your sector/department/ministry? 

a. Programs /strategies related to environment? 

YES __ _ 

NO __ _ 

b. If YES please specify: e.g. which department / section IS responsible for 

environmental issues 
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c. If the answer is yes for question number 4 how many workers does the 

department have? 

d. As much as possible please try to li st their education level and experience for 

each workers? 

Education level Number of Experience Number ofworkers 

workers 

0-12 Below I years 

Vocational Training 1-3 

Diploma 3-6 

First Degree 6-9 

Master Degree Above 9 

5. Budget planning guidelines? 

YES. __ _ 

NO, __ _ 

If YES please specify: 

.................... ......... , ............ , ...... ....... ..... .. .... ...... ..... .......... .. ... .. " .. ...... ... .... ............ , ... ... ............ . 

6. How much budget was allocated and spent on environment related matters in your 

sector/department/ministry for FY 2000/0 I and 200 I1l2? 
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Please fill in the table below if possible: 

Year 200 200 200 200 200 200 200 200 200 200 201 201 201 

0 I 2 3 4 5 6 7 8 9 0 1 2 

Environmental 

E.g. air pollution 

matters 

Budget allocated 

Amount spent 

Capital budget 

Recurrent budget 

7. How much budget was allocated to yom sector/department/ministry for FY 2000 

and 2012? How much did your sector/department requested for environmental 

management in 2000 /20 12. 

Year 

environment 

natural 

management 

expenditure 

200 200 200 200 200 200 200 200 200 200 20 1 20 1 

0 I 2 3 4 5 6 7 8 9 0 I 

and/or 

resource 

8. How much did your sector/department/mini stry spend for FY 2000/0 I and FY 

201 1112? 

9. How much was allocated to enviromnent and/or natural resource management 

(e.g. training, pollution control , forest protection, anti-poaching, tree planting, etc) 

for FY 2000/0 1 and FY 2011112? 
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Year 200 200 200 200 200 200 200 200 200 200 201 20 1 201 

a 1 2 3 4 5 6 7 8 9 a I 2 

environment 

and/or natu ral 

resource 

management spent 

Year 

envirorullent 

natural 

management 

expenditure 

10. How much was spent on environment and/or natural resource management for FY 

2000 and FY 2012? 

200 200 200 200 200 200 200 200 200 200 20 1 201 

0 1 2 3 4 5 6 7 8 9 0 1 

and/or 

resource 

11. Do you think the budget allocated to envi ronment and/or natural resource 

management adequate? 

YES ___ _ 

NO ___ _ 

12. [f NO explain why and how much you think should be allocated? 

13. Revenues: 

(a) How much revenue was collected by the Central and Local Goverrullent during 

FY 2001 /02 and FY 20 12113 from the following environmental resources? Fill in 

the table below please: Specify source of revenue (e.g. tax , fees, royalties, etc 
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ENVIRONMENTAL RESOURCE 20011022002/03 

Year 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 20 10 20 11 

Mineral resource 

Fisheries resource 

Forestry resource 

Wildlife resource 

Tourist resource, etc. 

14. How much was lost by the Central and Local government due to failure to 

undertake environmenta l intervention (e.g. by undercharging tax on timber 

products, wildlife hunting, mining royalties, etc.). 

15 . How much was gained by the Central and Local Government by undertaking 

environmental intervention. 

16. How much is the goverrunent ( Ministry of environment and forestry) spending 

annually on capacity building for envirollmental management (E.g. human 

resource development, training, etc.). What do you think are the requirements for 

capacity building in the area of environment? 

17. What elements do you think should be included in the capacity building 

programme In order to have sustainable/continuous utili zation of Public 

environmental Expenditure? 
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{ear 

,nvironment 

------------------------------------------------------------------------------------------------------------

18. What is the existing multilateral/bilateral environmental agreements being 

implemented at national level ? 

19. How much/what proportion of external aid was received from donor agencies for 

implementing those agreements? 

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 20 10 20 11 20 12 

and/or 

latural resource 

nanagement 

!xpenditure 

10. Is the ex isting institutional framework (physical, legal etc.) up for environmental 

Management / monitoring adequate and efficient? 

l'es -----------------

f'o ---------------------------

11. Indicate Environmental Priorities in your organization 

12 Categories fo r envirorullental protection expenditures 

Salaries------------------------------------------------------------

Ma i n tenance and operati on cost -------------- ------- --- -- ------- ------- --- -------- ----- ---- --- -- ---

otllers----------------------------------------------------------------------------------------------------
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13. Are your organization has audited? ---------------- ----- ---------------------------------------

14. Are the audit report made published?---------------------------------- ------ ------------------

15. If yes by what means 

\\febsite---------------------------------- ---

News paper -- -------------- ---- ------- ---------

Media like radio, Tv----------- ----------------------------
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