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BUDGET ARY EXPEND ITURE OF THE 

TRANS IT ION AL GOVERNMENT 

I. I NTRODUCT ION 

The competitive economy in the real world is in non­

existence and the effect of this i.e . the failure of the price 

system to allocate resources efficiently and the failure of 

market forces to allocate resources in an efficient way 

rationalize government intervention. 

Ordinary markets can not be used to allocate resources 

efficiently. By what method do governme nt intervene in the 

economy? The government can use fiscal and monetary policy. 

Budget making necessitated due to the various need arises 

from scarcity of resources of the growing needs of the 

society . Budgeting is one of the universal human experience 

whi c h helps in solvi ng problems of what could be done with 

what we can afford. 

Budget help us to know the resources that could be 

available and mobilized with possible ways in the country ' s 

territory a nd the best possible allocation of the available 

resources to various objectives. In general budgets is simply 

a plan of the government to carry out investment plans and 

development services such as education, health, communication 

and other governmental services such as administration, 
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CHAPTER II I 

STRUCTURE OF BUDGETARY EXPENDITURES 
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a Sj:h?C i l' i c 

(:~,p 1 i. t.. 

,.:,thi C I"': 

into 

()b.j t'?C t i. Vt?S 

he.::: ... ] t.h! Each s uh-heReI j Ilt.er·n 

Tht.!s ,:::tC C o l"' cl:i \""It;} t.() I_,,:-cl:i. Clt?ll (::lnd v.1:i :l d":::\ ~.! "!::ik y! 

sep~l~ating ord"i. nary 

help~. pOCI1~ rnt.!nt. )"', ec.; 

,~ \ld cap"i.t.al 

tC:'>:T1enc1 b(::,yclncl 

\~ ::<pl=,:,·ndi.t.I.~l"'\~"~ .!."i.k\~ r)l~-I.nnl \ll-~1 

t .I···I'=:' n~\r'l"'(· l\'.1 Of t he P055(b /e." 
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r'f.:·f I.c.'c:t.in(] 

ul tj Inat.I;-:"·l y 

Cl )nt.ai n'5 

latf.~ i 1""1 

pt,th I. 1. C 

capital il·lvpstment f)r'l·)jP(:t} 

t·hp Mlnjst.ry of Planning and 

1. n 

tC onofl"d. c: 

government.s. l·Me preparati on 

two rpsrnnsible ministries ar·ld 



Table 1 

Gover'nment Recur'f'ent. and Capi tal El'::pen.ji tUr'e 

(in million birr) 

· j:;.:i~A;:l;l::::'+,:~; ·i~· Y " i~::;:;:p;~l1d'i l.I . ..1 1"' .::"! 

.011.!-~f~.r.t.:l,l~T~~IlJ, Ac C()Llnt 
y ~~~:T:~ r' .f.~,~!:I .• ~).!. H·\ +.. )~';;:'1:::· ~~:' 11l .. 

~.,: .. >;::"{7 , ':3 

hil.7% 

:~:, 7'::::2, .,:., 

1-",:,7 , .,:. % 

:::::, '164 . . 0 

Fj nancl:~ 

t,r'll~ to L.7.t:l. 

l~as been tncrease~1 , 

~;i "d j !~~+~..:.:;. i~ y F:::<i:~'E:.:n;:j i" +',1 ,..1 '1"' ',~~ 
(:'In (:apj t . .:::(1 f-)CCOl,lnt 
, (~~ rfl c; I.A fl f '" ,.. -,,' i:~~~~.~·.r (:,;::;'lj t 

:-::.::. 1% 

'1 ,'::1:3'.:::.1,7 

>:(: . . 1 % 

1 J l!.Ht,-:,. ::.:: 

:?.'767.:~: 

.4 .. !.:::.'.~E,. :~: 

::;:, :':::.1::)',:.1. l 

b, .~;07. 

.4 , .s7',:~ . :3 

HI ./.Lit.' . 

o t v.:-} r':I (:;'1. ,IS r ompc.r1f:'1l t.~:::, 

\ 
No Lt' " I r 

'1'1'fUi£ UN" .: e . . 

\"S OOIS AS ASA Dt'- ",RAS/> 
po. o~ 1176. AD 

, . O. S £iHIOP \~_ 

-

of 
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Table 2 

Summary of BUdgetary Expenditure of 
the Governme nt 

(i n million Birr) 

II It..... 77/78 78/79 7'3 /8 & 80/£<1 8 1 /62 82/8 3 83/8.. e.4/85 85/86 186/87 

r I 
llc-R-.-,-u-'-'-.-n-t---------1--------~C---------c--------"c---------c---------~.-----------1-----------t-----------t----------~I---------11 
~ E>< p endit.u... 2387.9 , 26 19 . 7 3 132.0 1 3567.4 3722.9 13409 . 9 3893.0 3164 . 0 t600 . 0 15369.8 

~ aenerai S.rv . 1225.5 1 358 . 0 \714 . 9 283 \ . 1 2266. " 12001.9 1026.1 1146.8 11345 .3 1,·He ... 

~.
~ Econowlic ee .. . 141 .4 155 .3 190.9 206.9 222.3 241. L 274.4 294.2 I 462 .6 1 673.6 

Soci a l Se rvo 5 6 0.6 686.2 601 . 7 644.2 666.6 11663.2 7ee . 9 a8S.6 11219 . 9 1, 39 46 

II Oth.,. I ..... I .2"2 .24 . 4 •••. 2 i '.7 .' '4' 7 '.'3 . . '73 . ' l ,s72 . 2 1,.., · 2 

~ Capit.a' Expend . 144 7.1 11 1383.0 1459. 1 I! 1939 .6 j l.U0 . 1 L204.0 1486 . 6 2763.8 13847.1 14595. 8 

II O.n . .. ' .... . 3 •. ' 4' . 4 24 .2 " .3 I 34 . ' I .... 4 •. ' ... 3 1'0 •. 2 1 307 ., 

U Eco n oWl lc Se r vo \327.8 II ' ~:: .. • 0 1327.3 I 176B.7 ! 1267 .:3 1 1024.4 1 1286 . 9 1 2 1.10 . 2 r2 14 . 3 13 43 8 ." 

~ S o"" S.,.. '.5.. '.7 .• I .. .. . I ' 3 • . 0 I ' ••. 2 I , ... , 1 2 •• . 3 15 27 .• 1 •... 3 

I····· 1 "".. I"'" I"'" I'"'' I .,,,, I"'" .m.. I'''' I"" , r'" · 
Source: Ministry of Finance 
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B. BUDGETARY EXPENDITURE ON RECURRENT ACCOUNT 

f·~.!nn:i, nq 

\"'equ:i l~f:~C! f 0)"' thf?' 

t .he largest sharp of tt~0 tot-D.l 

was 2001 (~ milli()n bir')"' j , fl 1982/83. It wa~i 58.7 ~pr(ent ()f the 

l..J l't cl f," r' ~;I.~"'!r"v:i ("(::.1 

par'i:.. o'f 

!.::'>::Pt:;'ric!:i t..t,ll~e . 

i,:.) i:'t r' :i. ~:,; () \1 f:=:- (. 



,I 
\ 

Sl:~~r:ur'i.t .. y h.:::tS hl~e.n bi.r'l"' 1:/::: \3 Ini.11.1.on i.n 19:~::3/H .dJ 1.'Jhlle 1. t. \;.',;3,S 

Thi s ht=-adi 1"11] 

It inc]l.!cies sL.lch ()b.:.j..=:ct.:i.Vf~~:=, a-::, t~r.clnoft"ljc dt?vel()r1rt'lent.., ancl t.hf.'~ 

t')f ~~ct'")nornJ. c 

inc 1. ud!=- a.ct.j vi t.ic.'s 

indl.,I~;tl~Y! t.o t.lrist'fl) tr'anspor'tati.on t:1. nd commun icat.i.on. 

on th.;.~ ()tt-·tE.~r· 

r: f)IYtpOnf:-nt. i3 1 the s ma llest share ot -Lht? 

head was bi.rr 24 1 million i.n about.. 7% cJf t .. he 

millinn in 1986/8'71 s t10wing an i.rlr.rpasp nt birr 332 . 5 mitli.on. 

15 .E1.C c()t.lnt.~,::-d f () l"' 

rpsource. In th8 budget f 0 f' t .. hl~ y!.?,~ j"' 

mi.llil~n! about 6.5% of the rer.urr~nt I~udg~i~ary expenditure. 

1986/87 was 147 . fl't:i :I. :1 ion b i )"' 1"" . thl? 

i],i) Social Services 

'fhi ~3 :i l'1C It-lcles t.o the 

c:omfftlJni ty .;:;!.nd 

In 



Unci,;:".,]"' 

fn !.:..r-II.? bIAdq!~.,t y!;;:., ,~!t r' 

mj 11]on arid it. was 17.1% of thp tot.al 

nnlljon and jt. 

H~-:·alt.h is t.hlF.' IlF .. :::t. jmr-!()Pi".ant. rat.p'.;I01"'Y l4 Ild~-:·r' thE' ht?ac\:incl 

I n th!~ '/\:-:.0 a )"' 

tt1is subheading was birr 170.~ mj)Jion. On t.he s amp year it. 

th~ recurrent budqpt~ry 

birr :34S.! mi llion, arr:ount5 fnr 9 . 0 % th(~ 1"'1:::'-[ I.Jr' r:~nt 

C. SECTORAL ALLOCATION OF RECURRENT EXPENDITURE 

Since t.he end of the war, sprt.or~l ~l]o~ation of thp 

js rpflpct·pd by t.he inrrPBsprl allocations for eduration, t \"'om 

19'79/80 tr) abolJt 

17.1% fnr 1985/86 and 18 .7% for 198~/87 bl4dget. Tt,ere is also 

a similar sl~ift f.:) \"' 

f.l.h% ()f 

t.hl=oon 

increa~;ed t.o 6.2% of 

and ,-,,'.' .. ~. /'.' f)f allocations f0r 

c () n t. 'i nl,/J=.:'d of 



1 .. I}l "I" •. h 1S alsn dr~stlcal 

I.:~:.:pendj t.r .. tr't;;;' of ·1 :=J~=:t:, t.o 1 h1. j n 1 ':::.r:~:f.::. /t:}. 

of thp ~lVll war. 

f (i r' 

In t.hc~ 

F:eCl.Il"' r'f:.·nt. 

i"'I.?ClA)"'l"'enl:. 
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Tc.ble 30. 

I 1QU '1if-

st C + C ,-a I CJlkl:J d.u cd..: 1!~lU..Llt....L-U~~...L.I.ll:::..LJ;Af.~ti.Z!:E,L.L.A.,A"""':!'>![;..:...L.4'1.-ti<.:r.u."",-,"""'-'1? 
~ (Ili Ie. { lIeI," , 1 , S i /" J . . ,'" 

f - 11(./ 1·tr 111 I ~ ' ,1 j If 

1:" (.,;" ,('(."\ : ( 

- ! '.. L 0 ~J ~. a 1'1 ~ .~-,.,,-,,-,,-, -'-...' \'--____ ~~ . ..L.., ') .-j -

1 f t t"l..liL -. ~ j __ +----'-...... -'---+_-'--L..!-__ --'='--'-L--+-_'-"-~_i 
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Df f1 C 

) 3 '+-52 

!cd,)( _-;;b 

"J),L , i':j<.::Ji-.··,1 'K r C" f(( ·t"! tc XfC-" CL-lH\[· Sc, .{,'"' {cLI IJ 'h~ (I.~I (l l\ 
/,:;. .." h C\ u.: j 

i --------~----~--~--~--~--~ 
J '1 q Z 193 J q q 3 /'1"1 ' 

A c -/( ' <.<1 A c. 'vJ:J...i 
11dng, 

Ac...+"ACC) 
Ex f £ ~d _..f..F..xpeLJ.L.. 

/29 --1' 15'1 . 

Z· 3 () 

~1...l.<.,-""u....J.WC"-"-'...l:..l-W:lL....l<>.url.f'='!=='-L-'I'<lI4...L..6....f::'J:::..d..2~J::.";>'4:-' ~ 1.,./ . 

ff'"ieAf'< I A fA ,y..u, ; \~_.LI.lco..:?~;.:..<; -__ -L_ I(J 2_--+_ _"1 _0 

} ~ t2(!O" '1 ! C. ; Il{"'~' ' , j'IJ 1 -JjJfJ 2 3 _ I 1 
r 

(~_f(rC',If) , ., (' .. , .. 12:? 24 · / IQ-3. 
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D. CAPITAL EXPENDITURE 

f~:: :ppndj ·~.t.!r'e 

bl~cl('lt? t 

~lAdget. prpparat.jon 

'/ 

f (, r' t.he. 

f::,:~p.l t . .:::~ 1. bu,j']f:.,·r .. ancl 

lonq--ranq~ pJanrling can serve ~s an 

j n thp 

"i' .. j'-p:::.' 

t.o t.he Ministry of 

I.=- ::<r"F~nc! it.!....! \"' f~ i,r:tp:i t.i3.J P>T'I;,::·nd:i t,'.lr'I.:::' j S 3. J S () divicJed j nt.() 

tj"'tr'(::~(~ f.J,::\1~ i'..~.:; : I~conomi c 

services development. 

()f ·j' .. hf:.' 

con~;t.f· I.~C t.:i. (:'In 1 ar j :I :i t.. :i. e=" 

i, nc ll.ldf.~~; 

f"·){ptE~IlClit.Ur'f:" on acimin:ist.l"'at.ivl::' ~;.t==-r\v:jrt? a nd pI.lblic !:-,' .. ..Ii.lclin,]. 

Fo l" "t.l'··tt:= y"l::'.'2t 1"' ! '··)H,(.j. I ti'''lf~ (=,':: :p ,,:::.·nd i tL! 1"' t=:o !.rn d,~-::,l"' "1:.!''', j. s hi:,:.' a. c! i \'"\I.J I.J.} ':~"'~::; 

.lL :::::.:;:: millJ.on bjrl"',\ a bclL! t :~: , 2% of thf' t.()t.al carll t .. aJ 

million b i r' \"' 1 6. ::::% of t..hf:~ capi f.al 

public par't of capi t-=.:~l 

i:i") Ec()nomi [ ::~;~:::.\r·vi ce-::;, 

SE.~I"'vi Ct-~S I sh.i:=t, r' ,:::.' . 

'\.0 b:i 1")"' mjJ,]]()rI in 

l~irl"' 21S1.~ million anrl It. was !4.~ 



.... "._, 

..:".,~ .. 

+ .. () -r .. ;).l. I '::.l::;::ll . 

(]pr:l j nf~d The ot.hf.;-r· 

Sf~\"'vi. r:l~ 

c()n:.~>t.l"'I·IC ti c,n. 

12/:3.:~: milliQl1. I~ a[~OjAnts 27./% of 

is concerned. Ifl !984, 

t.he pxpenrlit.ure on social servjres was hjrr 

increased from 10. rercent t.o 18.~ percpnt 

':::0:; :p,:::!ndi "LLll"'e 

pal"'t hL~cJqt::-~t.a 1" Y 

~x~pndjt.tJrp on healt.h, in t.he year 1~84 was 68.1 million birr, 

while it was birr 234.0 millil~n fl~r thp y~~r 1987. 

E. CAPITAL EXPENDITURE SECTORAL ALLOCATION 

,::tr:COI..lni".. 

biased towards economic rievelopment, which recpived abOlJt 91% 

of the tntal 1n pach veal"' 
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hy prjvat.e sector. 

i. n 

f\J~ric!..!lt.UI~f:.IS sr',;:")"'t:::' cl\:::,(Jjn\~~ "fr'clt'fl l:')\/\:::'f' 

abof.,jt 7% in 1986. 

t .. hal".. 

for jnrlust.ry whose share jn capital e~(pendit.ure 

lAntit 1992, WhPll it rea~hes 

WAS a drastic derljnp 

In t.hlS =",f7.'CtC!\"'s .. qb~'nt~r'.~l,) 1~:IC!\/t?r·rlln \;;;'nt. PC1Jj cy 

p}~:i sting projects, I~I _A~ nl~t start new 8fl85, 

~-::.'::<t.en~. ion .;:\ncJ t.hC:~ll bf~ 

r) (-t")cl!,I r: t .. i on."3 

j.~~; t.e) CClrnf)lf:·te 

,:.~nd to '::;Llpr)f)r t. 

i 1"\\/0 l Vt?cl j n 

ROBlj r'~l'l st.r·Llrtjon t,as p~(rprjenc:p(1 ~ d r amatic 

f r'OI"l"1 

f \"om 4 :=:X .i n 1.n 

rerlrpspnt t.he larqpst. sinqle sprt.oral aJlorat.jon. 

1 



I t.e", 

Agricult.ure 

PU ning 

En.r'llY 

Nat.ural 
R •• ourc. 

Industry 

Trade • Tou rt •• 

Trlo"'_ , C onat . . I 

I 
8u1 1 d S "<w Cona . 

I Tr anap.CoIIIJII . 

I Educat-jon 

I 
H.alt.h I 

I Urban a.v . I 
Informat.io n 

Soci. l 101.1. 

Sct.'H. Z, Tac , 

I I 
Publi [ Bu11 . 

COllIpana. t. Pay ... I 
Pub . Work •. • I 
Progr ...... I 
Soc ial A.hab . I Tot-al 

I , 
i I 
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Table 4 
Adjusted Capital Expenditure: 

1978/79 
E l'Ipend. 

19\ ,8 

• 7 .. 
204 .. 
126. • 
'6 . 7 

2. . 6 

1 1 1 . 1 

II .. 
••• 6 

'3 . 2 I 
2 ' .. ,. .3 

, . 7 

, .. 
• .. 

32 . • 
II .. 
•• 

•• 
1&39 . 3 

Sectoral All ocation 
(in million Birr) 

1979/80 1960/81 1 1981/92 1982183 
E:ocpend. f ll p.nd . I Expand . Expend. 

196 . 6 ,., . 3 129 . • 86 . ' 

,., . 3 138 . 2 \09.' 110. 2 

157 . • I 172 . • .3. • .6. • 
160.4 179.7 146 . 1 142 .8 

179 . • 305.2 192 . 3 ". .. 
2' .7 3 . • •• 

I 
•• 

\118 . 2 ., .. ••• 3 ••• • 
6.4 23 . 5 '.4 G. , 

••• • I 264 . 3 .2. , 68.0 

I 35 . I I 4'. • 2 • . 7 17 . • 
I I 2> . 3 2 •. 7 26 . , .. • 
I 

1 1 . I 20.2 21.7 I 20 . 0 

2 . • 6 . • •• • • , .. I , .. , .2 '.7 

3 . • I 3 . • .. 7 • . 2 

7 . , 3' .2 '2 . • ,. .. 
J<. 2 .. • •• •• 

I 
i 
I 

•• •• •• I • • 
I 

I •• •• •• •• 
11 32. • 1652.3 96~." 

I 
789 . • 

I I 

I 

\983/94 
Expand. 

2 • . 6 

17.' 

, .. 7 

'2 . • 
72 . • 
• • ... • 
, .2 

" . • 
3 . • 

2,7 ... 
•• 
, .2 

• .. .. 2 

, .. 
•• 
•• 

I 262 . I 

Source: Ministry of Finance 

I:5IB4/86 

I 
85/96 

[.pend . Expand 

314,5 224,' i ,., . 6 180 . 7 U 

186 . 3 267. 7 I ... .. .. , .. I 220. 3 262 . • 
4 .• '.2 i I 267." 882." 

I ' . 3 •• 
'.7 .. 14' .. i 

I 14e. I 299 . • 
56.4 147. • ~ , 

I 26 . 6 

I 
117 .. j 

I •• •• R 

, .7 2 .2 

7 . 2 4 . ' 

2 •. 2 . .. 7 

I 4 . • • • 
I 

, 
.I 

le . 0 .. , H 

I I , . .. 
I • • I 

I 
2096 . 9 322 1 . 1 

~ I 
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CHAPTER IV 

THE SIZE OF BUDGETARY EXPENDITURE 

c I. O'"if,:' J y 

(()\.Inti"')' . Thp 

t.h\~O\,t'::;Jh adc!:i. tj onnl t='>::r~.lt?nclj tt .. lr·~-:· 

p~(penrlit tJr~ affects 

~lso promotes capital formati011 and ll~wprs Inflation 

Puhli.c :i mrlclrtoEl.nt. j n~jt..r'I.lrnf2nt. to act""tleV€,:' 

:i. ncr' t":;'a SP. j n 

thE,' 

l:i.vinq of 

~;t.j rf!L.!ll.ts t.o P't~j va1:.f? i nv\::-~st..l"t'l\7:.·nt. 

an eCOIl()ffl',;/ 

1~01e of t.!'1P government. 1 n i.h\~ aJ:! ()cttt:i ()n ()f n.:-::r.t .. ul~al r·I.:;:.'~';Ot·lr'ces 

tends to inrrease. 'fhis ass0ciatelj with large increase 

sizp of govprrlmeni. e~:penrlit!Jr·e. 

A_ '::;IZE OF THE PUBLIC SECTOR 

·I' .. padi ti ona l fLlllcti.on of 

i Inpr'OVt:~rllf~nt. of 

l?C IO)l"10mi c 

c~n be met by gre~tel~ centpalizati.on of control over 

t.o t.he incrp~sin9 

1 r~ . I\I. f!.: l' c, ..... ,-qo..vo. , )nC!i .(:~n F'l.lhlic Fjn~n[E' 
("illc~n 4111.1.,/ 1 r d 'I'-~F,~;~) p.'. 

(l .Clndc,n: 
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of 

(" clnt·l"'ol ot 

rljff~rpnt econnmlC syst.ems 

to this ~uest.ions. Un c'ne hand 

t .. (") a m :i. nilYll,ll"I"l. 

1.:Jf")\/\::.~r'nrn\7~nt. in ~::tny C()lJnt.r"y ~:;h()I,Ild r·I.'~'5+"1~i.ct i r .. 5 i::tC t. i. vi t.. i. ~-~s t.o 

df::fe.'nr.t~-~J the adnlinisi.rat.ion of j!.--1st.i CP .. re' l~ t.2\i n pub], i c 

t.hf::' kind C)"i" 

(.) t t.he I:::.·:; :t.r\:::.'ml::~! there arp s oci al i sts whn 

OWllership ancl operation of ~ubJic ent.prprisp over t ·he private. 

The qlJalit.y at qovprnm~nt. qnps R 

the performancp of th~ Plltir0 ~cor10my. If qovernm~nt is 

J r i:.() 

fL~nction5 privat.e periormancp deteriorat.e. Housp h0ld and 

bl .. ~s"i. nE.. .. s~5 rll) l()nl]t:~ l~ na, t.i. l'')l1a. I. 

I:.:~r::()nomy , to 

:I; t. t. :I ." f't? spons:i bj :I:i t.y" may bt? 

r.?::<J:?r"c :i. -!:;ed in ways rletermineillal to the er:onomy as a 

clisp'::::!."I'it.y in 

cd q()ve.r'nment. j n 

.:.it frt:::.·l~ent can he measurpd by 

t()t':::t 1. 1~::<pt-::.'nc,ll t, I A1~1.~" f) f tht-::~ qOVl:::O r·nm l.~-~n t 

~ EC.,-. I, .. '.a_,i.!.'~l·'" i I . t ().,':.() .. f:inAnrp/ ! oncl()rl: 
H~ll.irlp 1978/ p. ! 
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. ~.' 

'1 .0 ell f of er'f7'nt. C Of!"tf)()nent.-:-":i 

of the natt0n~1 income, anrl personal income. 

which 9 0 :1 nt-c) t.hf" nl.lfl'IP-r'at·or' j 1"1("" Jt.ldt=:· t·r"ansft=~l""' p~"'.yr!"tt5:.· ni:.sJ 

Y(")l""'k 
:~. P N. ~l inrlhoJrl, lnt.r'oduct.i0n 

F'i t.m'~:I. n F'IAh.l. i. 'c::ihi. nc.! Cf). ! ·~.ISE;/ p. :?* .. :.~: 
t.el i:i seal 



(i()v!::~ r n!n~~~n"l:, 
F::<pt~ndj t(.!l"'\:::' 

1\!t~2' t.. 0 f 
Tl'ansfer 

4'·.c:::n .2 

Llh13.:") 

( :i n m i J J i (""In I:"):i j"' 1"' ) 

(~ir'os'-~3. U()fr"I\::'s"t-i [ 
P1"'odIJr:l".. 

'The data clearly shows tt1Rt. 

p~«(~ept.j()l' of 1986. 

H.:o:\ t. :i. () () f 
Gove)"' nmen t. 
F: >:: p,.::~ndi. tl'/i"' f"~ 
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