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BIUDGETLTARY EBEXPENDILITURE OF THE

TRANSITIONAT. GOVERNMENT

I. INTRODUCTION

The competitive economy i1in the real world is 1in 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 1in an efficient way

rationalize government intervention.

Ordinary markets can not be used to allocate resources
efficiently. By what method do government 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 1is one of the universal human experience
which helps in solving problems of what could be done with

what we can afford.

Budget help wus to know the resources that could be
available and mobilized with possible ways in the country's
territory and 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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s ooncerned with flesibi liby, with  obftaining Lhe orapee i g5

of  funcds under constantly  chamging cirvcumstances aed acdiusting

arui acdooting the financial plans o nsw ns

The fivet aspect  reoudees e dntrocduction of  disciplins

CGoovernment  buigeting ANew  York, Jbobn

- S j
WL Xewy anel Sovs Ine ., 19567 poad]
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avpd b sstablishosnt of eiloidity in bthe bocdost La Lemsnd

i

The manrer in whioh o smpereddl Loee autbheorisstion are

Irlishss Limitations  and reoud renents with resoech o

I )

amounts & bLime of odepartomental esrevedi Love

Ths bavdpet syshan musth recogni @e bha neesd For Flasihg L by

By proviching the legsl

pasis for making transfers, pevod Lbing,
corthi riEncy exoench buee or sstablishmesnt of meochanism for
et e Eie Y authbeoed et on .

T ol

fual Fale 1. Lgrlementation bilaghly i o AT
achievivg thae oropsr Dalancs bebwsen the  fwo aspects) alanenhs
that genaevally operated in conflict.

af ter the aporoval of bhe bodosis desft Dby dhe counmoiloof
repraesentatlves, Dulgets aee ths Finistey of Finance

Lo mcisEtary uni i, Addviss

fhe Mainistrery of Finanos
P by allocate sanch obdect of espencd burse into dhe oletal e

oomporents. The  various governmantal  wnits are  supposacd Lo

strictly comply with  bhe official badoget allocations is o sl

s Fored . Bradhget transters avs oallowsed ondy LT bhe found o bDe
trarsferred coulo be placesd o more sfficient way,

Tiws Cowanci Loof Mindshers, L Mindstey of  Flamming &
Foomomic Dev 't amdl Ministry of  Finanoe Bave the  power o
aythorize buwlopet transtfers which oenaned woon the fLyoe of L

it trans o

The peengeet for acdolobdonal boehost ds soosn

b le wivicder

vy b s b
f 0 the work has o bo e dons owithan the bockoedt pee o
=00 B pavmsaeh Bhirooobl bransfer is nodh oossihle

2. IT the  originally  allocalaed Frpgedonsd. dmopoeeeet

5
i

st Fiodant .

The budostary onit oressat thedl s peoesst for aolcli Lionsd

Bchost on bhe form orescribed for bhes ouvooss . F 0 the

clEma e

RS tbues Mo sty o f Finasnce, it Wil e

e At 3ot FlEaamd

AT e anaslbwaimyg bhe

e, MimislPy of Finance / ocnopaads ) i shed material /
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actanuats peovision s machks Ffor effesobive fivancial conbreol

Lherse 185 small 1Linkas

with bhe buckost plan, The acoounting &

audi Ling systems ars e orinoig maans of R Rg

iy such
syt ]
Tt objectives of bDodostary contreol may be do make

avat lakble  furds for o wavicoas @avons ey Lilms e dosls, e

cemtoral aspect of fLhe sonual bucdost executiom takes place not
andy st specifioc poidnt v time, but also at parct of Lthe day o
day activity of the bbudoedt execobion.

Aedi Livg bl bowdosd belos Lo conbeol o bBhe amoont of
ewperdd Ture v erelation Lot enbdrce fiscal periood ane o
el Lo oommd bmenhs . Dy bl evenh Lhat o vevenuss Fall o shorhoof
BTt D KR ST

The bpdget control helos also 0 spoecify Lhe sysiem by

which boshpetary units arve regud recd o establish sl alliocats

syt o Tama te oof

pesrphl tores for specified purposes

wi thin  subordinate divisions of  the buwigetary uniis. In
achli tiom 4t makes possible formalizesd conteol over numbee o of

s4ohd o B osalaries Covtbronl aver

vt v may

ce oo or mors of bhe following forms) iR

PooTeohmical control!l  ensuring the buclgetary allocations are

i fact  spent on the purpe

g Py wbviobe o by weva meaies

o BEfficiency conteold checking that  an allioccation fop
apnrovad Durposss s used as efficisancy as possible.

= ooy md O cormbesal ) ton smEmpgee bhat bhs o total aval e ie

¥

SUHATTES ars oot Lo e e sk le 1

For superyviasing ang control ling the financial opsraitlons
af  buchopeting, a  soecial ey for osxtarnal o conteol Adudi bors

General/ is appointesd by the government . The auditors  Generald

Mam reEsnonst Dl Ll by o sl booele

ray s ns and ovgant Eations, Lo

apdit private contractors aroounts, b omEmie b ol per Tl ves

11 R.W. '"havies, The Departm
8 ‘

ot Boviet buadoeary
Lvarsi iy Prass, [958, “
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Ty T o px ¥ fvesmbes oof moomumt For artment and

graanizastions.

The other supervising unit ds the dnspection  depar tment

o Ministry of  Finanos, This deoarimsnt bas s oowsre Lo
gomind ster the  governments’s wmd o bodoedt and ensure that
financial Bl o BT AV propsar Ly L Lemsn e oty

CimvErimEn e st tutions Brye smisae dovg Far sy ER WO TR A W

sy stans, Lo ansuers Lhe s stence ard proper doobensntation of

laws governing  taxes, dutiss, financizal administration  and
Tepsme wind okl et bhes sconomi o ardd social o odeeve bopmesnt neecds of
the country ., It alass isswe Jdivectives regavcding Lhe  purchase

arct wbi lizations of wvarious  ogovarnmsnt supplises and supervise

thedyr implementation.
Tresse combtenl Liver undt prepave & detal led aonual  work
prlan which provices full details of  ogovernment bocdogstary unil ts

wihd oy owi 1l b sgbgec et bo cdetad Teol andi b
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CHAPTER 111
STRUCTURE OF BUDGETARY EXPENDITURES

Fochpst dinformation on ewpench Lure must o De organdEes LN
miuch /A way bthat it ocan e undderstooed The  pattern of
government  expenvdi ture gives a clear plicture of  policy of the
government and the effoct of goveroment spenc o the futurs
ol Lopment of b countey

O e smperetd tues sicke, the anopo ey was concernecd what

ware  Lthe desirable forms of expendi tues anel how far

expendl ture showic e pushed in each odivection. |

The shewoturse of  oovevrnmsnt esperetd boves clepeods . on &

number  of factors. First, it is determine by the level of
eoovionic devalopmant andinf lusnce Lthe structures af  the

scorimmy o The state  of urcdscdevelopment dnf loencs Lhe strootures

aret e s of  invaelvemant of s govarnment i s @cornomy .

Arnd @mlan the sting international situation is important  in
cdetarmining the streocburs and e swbant of involvemsnh oof o a
ooveErnmeEnt dn ihs sconomy . A mlson bl sedisting internationsl
gituation 14 Lmewnetant. dn odsteemining Lhe structure of

pdostary swpencdl tuees

I owiew  of the  preoblem of ncercesve b nnes coumberles,

proosr allocation of opubhlic fund dis very incortant . Caoital

fovrmation  is  uickeedeyve lopeod coumtedoes i Low, Tl Eapsdes
pea iy shoglel bBe mads in such a way  that this oroblem is
PR

A. CLASSIFICATION OF BUDGETARY EXPENDITURE

e sstablishment of  boedoget classification s one of  ths

most dmoorthant sthe in governmeants . bodget system. The Dasic

+

classi Tication sbructuars  provic sion making Threough

B0, Chlldaeh, Fiscal policy in under developsd countries
Aloaredovt AL Len andgd wnwern,  PHESSn . AR
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P IR  PU ST N T [ 1o O e B B ek o0 O Thie olassi Fication  amployed  mlsit

facilitate formation of Lhe bucdget  in relation to policy

chijechives . [ should also e achyisesd in such & way bhat 1t
gf fectively reflects  in B aclo . whaet Lhe N E T T L
P3P I tarn vl wi R avail lahls TESOLTCeS  arc pravichs
aogdmintistrative control sty torse that  will peemit deleemind oo

whiat e beern done dn relation o Lhe apoeosveod bachsebs

There is no single ideal  tyvpe of  sxpencdl ture boeolosd

sesi Fioation that is sunscior b o another ) The test 1 in
ther  wsaefulness of the product of & particular process or
soryEci

Thes sppreaackh Cachoptect oy thes Biboiord an oevernmsnt may e
temrment BE B Droe amnes arwl parformancs ekt
approach . A8 budogetary und s oare esnectsod o provicle fuall
clatai ls of  proogeammes obdectives  arvel sobivifiss  fo b
pncleEr taken withe physEical  indicators of peeformance or
alternatively work loads  included, whensver possible.

Fach  Iasdoelary i le is sobest fo Justify gy

eyl L §bems Tor Doth o existing and new programnnss

This programms bocdogeting i further  development of  the
fiunmotional classification which separate faadgetary
transac bions accoradi ng ] the gensral DT RS
function, Accordingly the sopeneli buree bocdogst s ddviodsn
eral o ssrvic SOOTIIMmL £ Servioss

ivbn H categories! 0

211 social services. tThe functional classification grouns
a aspecific  ewmpenc fore oncler ons leecding reosealess of
AT hudgstary  wmils  making  the  axpesosti turs such  as
aoriocul tore, a1 iy, ORI R S Rt i Farh sub-head internm
ol it dntey comprreEn o ey Bames activitiss amd  Lasks
which  contriboie o fhe achievemsnt  of governmeant polioy
mirisctives .

This accorvoing o Ladodesn and Wi loaosioy P tesobmdoes of

separatl g ordinary arg camital syl hesres Yike planmineg,
sEmarating ord (ERY 5 mital it Lil Lz

helps poor countries expend beyond  the navreow pf the pasgnﬂef
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Thee  boadoet in BEihdopisa is cdiwiced into bwo parcts) one
reflectivng  the recuerent naturs of  public sxpendi tures in
tltimately prepared by the Ministry  of Financs)  the obthar
wid ok comtalins caai bal imves hmenh prodeet, i EARTE
resmorisE L L1 by of  the Findistry of  FPlaming and  Economic
Cesve lopment . Ingoats for the preespsration of Doth parts of the
Puciget  are provided at the beginnming of the buodget coveole by
Live mintstreies, ancd by eegional gpeevernments . The preparation
of kel pavts of the bowdoet peoceeds on parvallel wavs untd d
lata in the orocass, when the  two responsible ministries  and

cibwmr officials mest o finalize the buoolost
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Table 1§

Government Recurrent and Capital Expendi turs

fin milliion birel
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R ooumnt
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B,0R4.6 REOE% B, TET 8 AT B, a6

4, B8 e L4 4% 3847 1 A5 BE B 847
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Dowros) FMinistry of Financos

Thee  glata clesavly  shows  that  ths  share of  pecurreent

wEvdd v bimlget has

esiEriodl turse in e total

decreasing for the last tour vears., But  the amount allotted

ST L we  compars 09 dd 0w byt oF

e BaEer Anors

oy

i 1w mare Lhan & o mllbionm Davre.,

TanRrE7

The sharve of cani bal scoperneli tore in the total szpendl ture

Fras been dnoreasecd, I we compave T9EE/85 with T98E/B7, it is

e blany Beioledd, T umderstanet bl

=vichi tuire, a2 cetsd ledd  stucly el o wvarious  compoments of

Smix

racurrent sl capd bal bopdopst ds sssential

P

e UF !
cuMENTAﬂON i Hest et

0o Y
4sTITUTE OF DE\’E‘;O RS T

pattarn af  governmsnt
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Table 2
Summary of Budgetary Expenditure of

the Government
(in million Birr>

item 77/78 78/79 73/80 eo/gl elsez 82/83 Bs/84 B4/86 &5/8¢6 1BEIB?

Recurrent

Expendi ture 2387.9 z613.7 3i132.90 3567 .4 87z22.39 3493.3 3033.90 2ie4.0 4600.0 5363.8
General Serv. 1225.5 1368.0 1714.3 z2031.1 2266.4 2001.9 1026.1 1146.8 1345.3 1478. 4
Economic Ser. 141.4 166.2 19e.8 20e.9 222.2 z41.1 274.4 294.2 462.6 573.6
Social Serv. 560. 6 686.2 €01.7 644.2 €65 .6 653.2 7e8.3 885.6 1219.3 1394.8
Others 440 .6 621.2 624.4 685.2 567.9 540.7 1e83.6 873.4 1872.2 1992.2
Capital Expend. 1447 .7 1383.0 14531 1939.6 lada. ] 1z04.@ 1486.6 2763.8 2847 .1 4596, 8
General Serv. 2e.1 45.4 24.2 49.3 34.9 81.4 48.8 1.2 1es5.2 317
Economic Serv. 1327.8 1225.0 1327.3 1768.7 1267 .93 10z4.4 1286.3 z410.2 3214.3 3438 . 4
Sociml Serv. 1e5.8 122.6 ie7.¢6 121.6 138.0 108.2 161.1 266.3 527.6 840.2
Total 3859.7 4002 .8 4531 .6 5607 .1 6162.3 4613.3 4579.8 £331.8 3447 .1 9966.6

Source: Ministry of Finance




E. BUDGETARY EXFENDITURE OM RECURRENT ACCOUNT

Dl T o

(T B R T R O R B M
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P Dipamch of the  governmsat,

syl

gridd buires whel ol omust b omache

ay Tor

v & ot b cpeveenmesnt o Too wreder s bared b

prrabz i o arichl Lo on recurvent acoount,

ad v winat P ! SRS T B A R A

comporEnts . The sification  oiivices bthe reacureent

v hsres et ik EE { RER I & E i L SRS PNL R

cibovay 0o Doackes e d vt Fop o e

Wik

e b md bhee cowntorey Lhat oan not b

par b pover o all fiscal services,
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clfenoe o bhivi b

and public secuvi by, Thars

sayhd o
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vf b tobad

T A
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P e
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Fey

weridi Lure uncker this Ao md ] Loy bl wihdoh

viomnh oot e sedy e syt L
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e ppedd

Uirlse this I

ppE v

s o For & part of v et

e

werdd tuare . Defenos sl Lo vear |

Veridr et

i, million biyw LS SR AT

werdi Lure . 14 has decreased to bhirr million in
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This was mainly I Lovpg clevastatdng
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mi bhiom Dive dn 1988

N 6

This heading covers  government expench bore associ sted

wi by e regpulation and more efPicient operation of  businsss

T dincludses such objectives as  economic development, ano the

R 4 B bt raf angy Lovymant oopoe burd B s Fomviemi o mEB P L R

inelucde activities seh as gogrd ol ture, LR s I oy s
ivedustery, touwrisn, transportation and commonicoation.

fs 0 comparecd o the  sxpendl turs orr bl o T
components, it accounts for tha amallest sharse of the

perrrent boeloedary espened bove o The sxpeneld tures undder this

abwuat. 7R oaof  the

Femacl was bivr 24T million in

repcurrent  boclogetaey eeperedd fwre . T Ras oone e b biere BPER A

B omillion.

miliiom in 1982737, showing an increass of bhirve

smhave i acoourntesd oy

hds e s i v L by

agriculture  and natural  resoucos. In the bodget for the yesap

arvdd Laave pder bhis sub hesding wes biere 2R 00

REEET the

mi dlion, abowh £ 05% of the recurrvent boclogetary ewpenodl s

s imoerhanos wmcer bl Reack e Ceconomi o o servios’ as

road construction., The expendld turs on rosd construaction in Lhe

Pames WY was 1470 mitiion  Birre. It was =2.7% of i

1;':' 2
Vs et sspened L Lo
A1 Emorial Seryioes

This heading includes  the services supplied to fhe

et L R O R P

conrrdrd by and o the persons directly . 16 oo lodes
syl oo, Reslih services, woncdal ssourity & welfare sepvices,
Erpanadi burs om o social  ssevices  is  important factor  in the
comtinuous improvensnt 1o the naticonsal welfars of Lhe psople.

Tl vl buare uvelsr Lhis Peast was biere FEE LS omd LLion in

AR, about 20 09E of the fotal recurrent @epenctd boiee In

Lhee waar PRERAES e vl d s cebae blis heacding was biee




AR omd D ldevy wivi ol oogess B b 25 W mespeeert oot bhee pecae prent

Pl tary eapanod fure
Cigmyyen g L I IR ER S o R e ot e ared sranr % ot I T S
reprasent the most  important  conponent of  social  sarvices,

are acooumtad for education,

iviy b

garericll bure was hiere R3S

Iry bl Dologed yeae

md dldom armd it owas 1701% of the total  vecurrent expencdl tore

Iyp bl bocdoet s Pl wccpneld boes wnclsy bhas ds Biee

o milliom st it ie Ve A% of thwe  total TEC T et

ot L

Health is the next important cateaory under the  heading
Papracdoa ] syl oses Irp bk yemay PR Sd b swparell Loivs wncbae

this  subbeacing was  Dive 17603 million, On the  same year it

acoountesd  for aboout 55 pevcent of bhe recurrent Dudgetary

e el Loave oy Bea b waes

el buve o I the yease 19 e

Biry S48 7 miillion, acootnts for 8.0% s 3 Biws pecueeanh

Frigctope by moepencli Lo

C. SECTORAL ALLOCATION OF RECURRENT EXPENDITURE

mivoe bhe osvwl of the war, sechoaral allocation  of the

pemsr et beechogesmet smpdEs s scooreemi o aned sooial o seewlos, This
is veflected by bhe increassed allocations for education, from

alout T2% of  recureant esperncd bure durding TE7988 Lo about

VP00 H for PREE/Z0 ancd 18 .7%  fov 1T98/87 budoet . There i1s also
a  osimi Lar skl Frar e al bocation  of  Fealth. ER LAY e

eevdd buve on healitbh decline from aboogth & =% of fantal

raourrent  expencdl ture of 1979728 o ZoR% in TWEELIEY

increasad Lo thes total recoersnt bocdost for

st U v f

Recurreant Froprdipet allocations for
infrastructure did ot dncesass siond ficantly raflscting the
continusd Low fonding for operation and malntanance of
phwvsical infrasteucturs . Thers has besn an ingreass in 1985786

arpt 198757 1n allocation for obleee scoremi o Sopyl csSs womis e e




wihi 1T®FE s, Thers is  also drastical  recduaction in L
alilmeation of  recurrent expendi ture for defence. Recyr rant

spand tura on defence decline abough 42 5% of total recurrent

papeEnci ture of 1986 Lo TEE in 1986787 This 15 due to the o s

of bhe ecivil war.
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D. CAPITAL EXPENDITURE

Capd tal  empenodl Lore Papdoet. de mainly et Fop Lhe
i bamantation of  borwy beem olanmiveg . Gapdbal oot oanol 4t
procaciures, boogether with o lonoeranses planmi v can Servs Be AN

ivismtrument for oorcdse by oresogreos cleve Dopment ared maintananoe

attention armd showld be in the

Capital Dudosit  nesds

#r

intevrast of ssouringg economni o chese Lopman That  da why Ll

capital  budget preparvation is  assioned  to the Ministry of
Flarmmireg  arnd Eooromd o Devedopmsnt . Like that of recuresnb
el buee , boedopet capd el sspendi bure de zleo divided  dinto
thores parhs) cEreEral s e oviomi o s ey Lo R s dal
syl cen cevelopment

CRRRT M

i3 Gensral e

The  rapd tal sapsrahl Lo o oeveral o ssevices related o
Tt mart of the  total  swoerdd buee bocdogst oased For L
comstrue Lion ot permansnt Taci i Lies b asmsuve effecbilve
andmini steat lon a5 T fhds Pty v i Ldchiss e b eolae

gpenctl ture on admindstrative service anod public bl Doddneg .

wpEdi Ture uncdsr bha s Pesactioneg o was

Foap B wsay TS84, b
A48 .8 millionn bire, o mbeegt HOEER oof the total capital

awmrpdd e . Do TRST, Llee sscperadd boaee oreter bhds Pesscd o edass b

H17 01 milliom sk ol A U v BEE o the  total  capital

peEvpdd bure . Uncler bthis hescdioeg, bodostary espenodd furs on

pdialic bud leliveg aocoounts the l&rger part of  the capital

sranardl Lurve buddnet

112 Ecomomic SHerwvioss
Ag we can olearly obseerve from the oate rapital  budostarey
swpardl turs,  Taconomi o ssrviceas’ Lake wup  the larogest sharse,

million Divre

Teatamdl empenci tures uncder this heacling was

ol buare n

oy sineygd B 55 parcasnh oof thae ftotal capital
Tamd . T4 was oo tom bivry HARA 4 wmiLEion iv 1Y

rEglstaring an inorasass of bier 05105 million andd 16 was Fd o
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pras ar )

g st oof fotal caodtal swpevedl toee

Whadler this hesd, agriculiuvs accounts for 436 parcent of

145

abobal o el Rvs in

bl tartoa (o

Thue  obbeer

parcant in the  vear

|3 vyt to

crntrEn b i e rramE £ SeEpesd o avid  cdeves Loyt was peaad

construction.  The expenditure wnder this heading  was  biee

Pada d million, Ih acoounts 2F 7% of total capital swpendl bure

P11 ) Social Services

irtoLm 1R Lanoe mns

o

Eooppernchi bure on eocial ssevicss s secord

far  as the capital expendl turs bockgst ds conesenaset Do

e spenetl Tues on social sevvices was bhive 15D million, which

P b paposet of tobtal caodbal sopercdd S Foor the yeap

Pasy the sweperndd buve uncker thas o was B4 2 million bive, which

was TEEEE of  the botal capital sapecedd Loes fhs share  was

increasad from 18,1 percent to 18,2 parcent.

social  servioes, adgoation ssgpenedi Lo

el the e

moronunts for T mador pavt o b cmpital e tary

it acoounted for BOWE oof dhes

perdd e . In bl veare 19

total capd tal ewmpencld bore, or Bive 417105 mi Llinn,

mecoriel bmoorvtancs grpdee this Peadding was health, e

syl Luire on health, in the yesay 1984 was 6801 miliion bivre,

4.6 million for fthe yvear 19327,

while 1L was Dirve

E. CAPITAL EXPENDITURE SECTORAL ALLOCATION

Froerpdi furas on capi tal  accownmt conbtinues o e heavi ly

eaviermd © clevie Dopment which received abogt 91%

tomarols s

2l in o =sach yvear  wp to 1884 Buat there was a declins

R A A ™ T T

ivt b Last Lwo capd tal sxpevedd bores for @conomil o deve lopmsnt

Thia sorop in the Lasth two boebpets, odown Bo 8568 parcant

in ard fuvthsy to 7903 pevcent v THEE 0 Sgrdoul ture b

industry. Mach of  this

pariencsd a2 siomificant decline  as




parndd Liara an dndustery and ageiculture has been oon preockac b e

activities whii oty couled  be  developed by private  seclor.

Seebeya ) allocation i i camid tal fatactegsat, & Paoaw Lhat

vl

agriculiture’s sharve decline from owver 1T7% in

aleont, 7R in 19ER

mimilarly for industiry whose sharve in capital expendi ture

s whisn 1t veachess

cAi Ly wp o wnmbil 1°

frme ey inoesasinggly athe

caprl tal esnerdi buve, bhees sasm oa drastic cdeclines

UAE Y
in allocalion down Lo 2%
In this sectors, general government policy is to complete

pristing projects, bub not start new ones, and Lo support

arch rather than be  imvolvedd  in

g T T D armd pe

ety tion . B
Feeramnd covsteue Lion has espeeiences s odramatic inoreases in

capmi tal bucdopst from

Phe ahare, couacdrosling bs shaes o 15

Thes TEET lewel . As s pevcent of total boedoed,  the evoscod poeddon

Mas  inorveasecd Feom 4 EE dn TEEd ty WRLORE ivy TREEe. This

represent the largest single sectoral allocationm,

] Ministry of Fineince [ un /’Jubt?ShﬁJMa+eHal)
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Table 4
Adjusted Capital Expenditure:
Sectoral Allocation
¢in million Birr?

19768/,739 1379/80 l9gersgl 1981/82 198z/83 1983/84 1984s85 #5/86

Item Expend. Expend. Expend. Expend. Expend. Expend. Expend. Expend
Agriculture 18).8 18€.6 181.3 129.9 86 . 4 20.6 214,56 224,4
Hining 87.39 1e1.3 138.2 109.4 11e.2 17.4 161.6 1g80.7
Energy 204 .4 167 .9@ 172.86 83.6 56.6 14.7 186.3 267.7
Natural
Resource 126.8 160.4 178.7 146.1 14z.8 4z.8 440.3 &51.e
Industry 96.7 179.8 3es5,2 1892.3 170.5 72.9 220.3 262.5
Trade & Tourism 20.6 2.7 3.5 L1 oo el 4.@ 5.2
Trans.Const. 11 1e8.2 91.9 §5.3 Eo.8 30.0 267.4 882.4
Building Cons. 11.6 6.4 z23.5 5.4 5.1 V.2 4.3 ae
Transp.Comm. 99.6 68.0 264, .3 8z.1 68.0 17.6 187.39 149.9
Education a3.2 35.1 43.9 z28.7 V7.5 3.6 140.1 z2399.9
Health 21.8 22.3 28.7 Z26.1 e.6 z,7 66.4 147 .6
Urban Dev. 10.3 1 20.2 z1.7 20.0 ©.9 26.6 117.3
Information L z.8 6.8 ea oo oo @ 1]
Sociml Wel. 1.8 1.6 1.0 1.2 .7 1.2 1.7 2.2
Science & Tec. ®.B 3.8 3.8 3.7 @.2 e.8 7.2 4.9
Public . Buil. 3z.e 7.1 3.2 12.6 19.3 6.2 28.2 85.7
Compens. & Paym, 11.5 14.2 a.e aa 00 1.6 4.9 0
Pub. Works.&
Programmes a9 =1+ ae aa [-1:] [:1-] 19.@ @.1
Social Rehab. L1 o0 oo ee oa °0 6.0 20
Total 10339.3 1132.9 1662.3 264. 4 783 .4 262.1 2096.3 3z21.1

Source: Ministry of Finance
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CHAPTER IV
THE SIZE OF BUDGETARY EXFENDITURE

Ceritain aspacts of  scoonomic cevalooment. arve closesly
aemsoe i ated  withe the bogloet svetems of the  coumtbtey . The
af fective wse of budget policy is & key for sossdy soonomic
clesve Lopment. can be acoeleratad fheoogh acddi tional expencdi fuvs

st bairse atffoecis b

iy ol pe s by Gorve e vanes h s
sl lengaction  of vesouvoes maewl bbb chisbedbatolo of dneome Ft

Aalsn promobes cani tal formation andd lowsrs inflation

Fugalie s bdre e oan domphaoerhtant instrument bo achisve

fhen ol jec tdve of b lic pelioy dn sgek & marvese bt i
ETSHUrSE B maxl mim inereass in natkional ivcome @
s Loy it Froabvoaisl also peovichke dncresssed social el
sconomi e over  head.  There by it helps o raise  the
stavedaro of Living  of the oommeon man aned peovios a
ghimslus Lo private investment. |
T clawe Dopmesnt preomass of  an @oonomy Lmolias Lhat Lihe
rorde of  the governmeni dn the al location of natwural resources
terwds Lo Increase. This associabed with laorgs inceeass n the

of gowvErhmsEnt espenct s e

A. SIZE OF THE PUBLIC SECTOR

T pode of  dhe government of odeveloping counmbries  have

nowadays  axiamde eyeorol Rhee Lracti bional function  of

galvihad vl vy Law oecley dCELEE  Lmpraovensnt of  Lranmspord sl

Lo, prescms oeowes ooeing e peocsss of 0 eoonomic

ML,
gdeveloprent for lmproved standards of pablic servicoss,  which

LG

can b st by greatsy centralization of conteol over e

and character of governmsnt expencdi Lure . Due o the increasing

1. RN, e
Giammrags Allen WL lly 1

?auc\ 7 Ilvdian FPublic Finanoe e T PR I
Lol, 196320 p @




impmrbanoe h mambarnali biss,  sspecially assoclatad  with
increasing urbanization, demands oreater decgres of  conteonl o
cpavaE T el st Lo

T vaode of oovernment acbivities has besn s souros of
clabats over Lths years, Acdvocstes of  diffarent ecormomioc systens
have  differvent approsches to this  ouestions. On ons bRand
Lhers are conservatives or olassical Libsrvals  who say that
governmeant shoulad e belod L& mivimum, Accorading o themn,
cpeevErvimaEnd din any coumbry should resteicot ihs activitiss Lo
defanoe, the  administreation of  iustics, & cevitain public
worrks . FModern Liberals  supporct the  wuse  of  oovernment  as
instrument of Driveping aboot the kBing of  society 6 reogudres.
fh Rk sembrems, Lhere are socialists  who favoures public
ownErahip anel opseation of puablic enterpriss owver the privaete,

St bher cdebales s oalmeost solwven af hey Bl ool lacse of Soviet

Frpamed v

T apuaadity of government  aoss & long way o determins

11

Ll pepformancs of bl esnbies soonomy . DT gesvseomsnt 1

it fdodent, POESER AT {7 R R s g armwl e i B

smErl Ly el b It e T rmEn . Bssunes to frEy

LAYIThE £ g
functions private performance deteriorate. Howuse hold and

buasiness ars b Longer able Lo reach national

clecentralized decisions Lhat ave esssential for & properly

frunotioning  markal

&

IR IF governmant.  assunss Lo

litdlle responsibil ity privatse economy  power  may  be

£

i

roissd in ways  ceterminsntal o the  soonomy as A
whonlex )  clisparity v drvcoms sl wesllh sy bhecams oo
civaemat o
The econemic role of  agovernment ©an be measured  In

i Ffervent ways, It can  be aeasgrsad Dy Lhe poriion aof Lotal

anployeent in the public sector, by national dnooms eatio,  ov

oy L comcaridson of e botal swpencdd bues of bhe opovarnment

oubxiic  financs/ London, Forentd g

Hal 11 v
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i

wi thin mational dnooms scooount o Var oo ratios may b
vmsn] relatively  bodgelavy activitiss Lo ol fferent  componsnis
of  the national incoma, and parsonal inconms.

sure T oused is  the vatio of total  governmental

Tl e
sl tues b oross domesti o prociuct D Governmant axperedl bure
which g0 into the numerator  includs transfer payments, w1 e
gross domsstic product in bhe denominator dncluce esspevell b

for the purchases of gooods f services only.

F.OROM. Fliveheld, Introcivetion o fiscal policy /hsw

Yeaph PO tman Punlishing Go. DR85S o a0
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The  dlats clearly  shows that  the  rvatio of Qovernment

gl Lt goes domestic peoduct is deorsasing with the

Thids ds because the oovernment  espenodi turs

egsotion of

terrmal assishancs arnch Loan .

i raasect chas Lo omostly by oo

This  size of fthe public sector of BEthdopia is cecreasing
ow. This  ia cae Lo bhe breansition from o centrally plannesd
sncialist  economy Lo & frese mavkst ecoromy o Thes ooss e msnt

plan to withdraw from most of the  productive sscior. By

ivitrociicing . privatization policy, the government will witholraw

i

T i ithe Pohed fgsiness . o oretall i ness and small scals

irhustries for the coming vears. Due to the abowve  mentionsc

faoctors fLhe size of oublic sector will decreases in ths futurs,

. GROWTH OF THE EXPENDITURE BUDGET

With an ivicraaning responsibi Lities  assumsed Dy the

siaverTmeEnth oy securing balavcsd geowth oof  the scoovomy s for
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:. DEFICIT FINANCING

Frpenoll ture making can nob be separated from expencdd Lore
financing. Basically, ogovernmant expendil tours and ravenus ars
But diffevent side of the same Coin.

Peficit financing  is government pracstice of  making more

ST W T B B A duriveg bhe fiscal yvear  that is faken  freom
tamems [ is  often adopted tn pEravant impoe bant
governmantal  projects from being delaysd becaogse of lack

orf dmaesald ste fonets | 4

Table &
Erowlopsmtary Defiol ta of  She BEthdopd an Governmsnt

Caveomi b lionm vyl

Shwrrtiall
Chaficit

o L 2965 . & =B G

Source !l Ministey of Finance

Thee data  clearly show that the lewvel of bedostaey oetficit
fras hesn increasing for bthe past vears. This  ds mainly
attributed to the fast  increase in the level of goveroment

sl B Dochged In fact veavenes has been inoraeasing. But

% SR 1 I B ot kasn pacse with  the Increasing of total
paneti ture . The sowrcse of deficit financing  wsad by the

LT L amslshanoe, 2y Dvmestd o franl

OosvETmeEnt are 1.

& R H4lhwwﬁ} Fiogdoget. sty tuee and nrn 2SR B e
chave bomed & cevelopivg coumiriss Slondond fFlasx Mil 1:11“2 G l > R
Wl T4




Proavpemgd vy, B B ot vy Feom abreoasd
The recurrent bodoet balance 1 os . the ol ffevencre bhalesen

dopmsthic peveanus angd racgrerent garpe el tape s boen
1 ey

ther peavioo emeept fon

ative for most  of

e

a L

A s

cpovE e rimeEn . current ravenue bucdkgst has o bhesn inoresasing in
el uneder review, bBut it roulcd nob keep pace with the fast

S ELS s e eyt sspeeepdd b

increass Ln

ternal  loarvs andd crecdiths have  shown an INorEasing

2

fovsmyid Ty Timanos Sl

bupdeped deficit  axternal  loans  and

th tem Biier

creclii be have increased from Bdree 8565 04 million in

(i S8 omidllion in

Tahls 9
Hummary of  Government Ooerathion

0y million Biepd

Recurrant @spencdd bure

b ]

(GERECE AFcS uh A RS TR
FRecurvent cdeficit

Capd hal sspencdd b

verall deficit

Futernal loan & creclit

Fx=tarnal assistanoes
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S nene =1 RESEARCM

[x. RECENT DEVELOPMENT

Tha transi tional oovernmant of Ethdopia ook messures to




paform by boccet based on past o bochget peeformancs arel b
recent smpeEneld bore patterns . The fivst is civil sevrvice raform
oo wffective dselivery of govervment services.  The  ssoond
issue Is strength budgstary plaroming and dwopdlemgntaltion, so as
b increass the efficiency angd  sustainabi ity of e
investment prodavasmes . The final dssoe regarods the efficiency
arpd acpdi by aspacts of bhe sxisting branstfer system. b

T chere Livee dn fhe guslity of  government seevicss in the
past  has been aggravated by bthe declining productivi by oof
civil  services.,  The policy of  dmmediate hirving of  school
graduatas inbo the  ranks of  public smplovess,  which was  in
effect until about B wvears aoo, togethesr with efforts Lo Limit
Expansion in the wage RiL)L has resulisd in large aed un paid

civil  smerviges, The wesk link betessn sslacy compensation and

et Biovi by alsn weakensod eork dncentives . The potential &
scoriomi o Bransitilon ancd fthe opendives e of predvate employment
apgenrtumi biss has also led Lo loss of capable saxperiencsd
civil service soplovess. To reverss this decline in guelity,

Ll gevernment bas already mads Civil services reform. It has

twn comporents) ceteeebhment of  cecdundant enplovess and reforms

of wage struc turs .
Tl inesfficient anc unsustainable public invesiment
oranprammas i Ebhdopia have best omand fested themss byas bheooogh

Pove capd bal dmplemsvtation rates aned odeterioration od

h S R
physical asset  and services  ous Lo oogdse foncding of  non-wacgs
operativg and madntenance . To ensure efficient and sustainable
palzld o anvestpent and servioss, Lhe govertmant ook msasure Lo
imorove Dudogetary olanming ancd doplemevtation capaci by,

Th gsignificant declins  in Lhs shae s af  mi Ll bary

gwpenctl bures in the recourrent budget has o resulted o the

it Lhe buddgetary allocation Lo branster argd safeby
nets . Tha  composibion of bransfse has ohanossd markedly over

Lims wikh & substantizal declivse An price  subsicdies and more

Looministfy oof Finance Cunpubdd sheod materiall
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Al
Pl beechopsd dinta dts acmindisteative  and oolicoy ssoecbs, BT
forpmesy ie prelabscd b the manaosment of bocdostary operation of

the BEthiopian  governmsnt, whearse  as the latter is relatecd o

the vole of the budget  ss an instrument of achieving economic

ra L oapamesn .

Thos ef oot dwvenesss of pcli bire v serviorey Rl Duarpaese

o f clevelopment  is mainly detsrmined Ery e Ly wf
admind stration provided .
Tt can be stated  on the basis of sconomic principles that

TEVETILE P S i oA narticalar manrner,  ano sapeneld Lo

ek for & partioulse porpose

will bednn about cevlain
result! bub the realization of ths  expectesd] reaction will
Fre ofyfainsed only  if the preoogranmes reconmnenced are
praperly administeracd. 2
Many of the acdmindstrative oueldties  are lascking in o the
Pogctensdt, system of  Ebbdopis, Thess  dnclods Lhe  shorfacps of
skeiblec arngd responsibles workers, L aw implementation rate and
wall developed techniouses of budgsting,
Ther Taek of conficdencs that exists  between bodgstaey onit

At Lhe Mindstey o oof Finance persorvesl interms oof Do

it preparing adjustabls buwdget  proposals is factor that
affoect bocdgst procecdurss . Theaes i85 nesd Lo tmprove bhe
working  relationshdp & the level of  confidence betwsen  the
cpovernmeEnt bucgaetary unifoand the Ministry of  Finance and the
ivvbrociue bion of oetad Leo  aporoach supperetec) by the pesebochost
ciimess i ons wo b prove bansficial

Lack of skilled manpowsr in the fiseld of  budgeting and
auctl Ling  scpaal iy combributes fop Lhe inmfficisnt Docdgst
sl nd stration so as Lo uporacks bhe oskd 1L ool the stadf ool the
Ministry of Finance and L bodogetary omits, the skill of the

staft of thse Hinistry of Finance &nd the bodostary units,

ift

training  of manpowsy ot local oand sbreosd, short-term and

| JfFansen Pubklic Eroommmi cs CAmesterodam, Blone il -

o
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