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PART I - INTRODUCTION

Pu:poses_of the Seminar
L. The Seminar was convened by the Executive'secretany of the Economic
Commission for Africa in connectlon with Project 87 of the ECA 1965—1967
Work Programme. In his letter of invitation dated 12 Hay 1966 and addressed
to all member governmeﬂts, the Ixecutive aecretarf'statea that e mrbl—““
lization of domestic resburces ~"whether it be by way of ‘taxation, loans

or bﬁher devices - is only oﬁeapart:of the country's financial problens,

It is equally important that thers should be effective control over the
allocatgon-and.disburéementEQf:these and ojheﬁ resources. Unfortunately
this too, like taﬁation, is a field whege most African countries are still ..
worklng Wlth budgetany systems and orocedures WhlGh were dev1sed many

years ago to meet condltlans qulte dlfferent from those prevalllng tcday "
. .

2. ﬁThe Seminar wag, &eglgned ta afford senior. qﬁflclals respon51ble fnr e
the preparation and control of national budgets an epportunity to discuss.
their current proElems and a}sd &0 scquaint themselves with modern budgetany_
technlques. Vexy spe01al attentlon was glven to the OOwaralnatlon of natlonal
devalopment plans and natlonal badwets, and the ways and means by ‘which
budget admlnlstratlon in Afrlca could be‘strengthened in order tc achleve.jh

-

this moTe effectrvely.

3. The $em1nar dld not, however, confine 1tself to alscu581ons. It made
praotlballrecommendatlnns on these subgects: 1nclud1ng the roles vhich
should be played not merely by African ceuntriss themselves but alse hy
the United Fations, specialized agencies, etc. in helping to achieve these

RN

abaectxves. SR - _ S TN

4, Follow1ng on these llnes, the Semlnar con51dered What changes should

r, s

be made in the budgetary prineciples and practices of African countrles in

erder tm devise the budget as the plan of the government and to integrate "
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the processes of budget preparation, implementaition and accountlng. The
discussions were therefore centred on preblems to whlch the 1ntroductinn
of uniform classifications by obgects, by economic 1tems, by functions and

hy programmes and. projects would give rise.

Organlzatlon and Pdrtlc;patlnn

B The.Seminar met in Addis Ababe from 3 te 13 October 1966 at the Headw

guartere of the Economic Comm1351on for Africa,

6. The meeting was attended by 25 officials Tepresenting 18 Afriean.
goverﬁmehts.l In additior ‘observers were nominatéd by the Organization

fer African Unity and the gdvernment'of the United Kingdom,

7. The Seminar was formally opened on 3 October 1966 by Ato Tedla Teshene
wihe Welcnmed the partlclpants te Addis Ababa an bahalf of the Mlnlster of
Financd of the Imberial Ethiepian chernment;g/ The #hjeotives and.purngses”
of the Seminar vore thenm Set out in an address by Mr, HeK.A, Gafdiner,

HEXecdutive Secretary of the Eoonomlc Commigsien”fer Afrlca.

"Siﬂ JThe Seminar eleoted Ato Tedla Tegheme {Eﬁh;ap;a) as Ghalrman, Mr, Henri

Wabela (Democratlo Republlc of the Conge) ds Firsy Vlce—Chalrman, Mr. JohnSin
Obi (ngerla) as Secsnd Vice-Chairman, and Mr, CGeorge K, Saokey (Ghana) as

Rapporteur.

Q. "The Semlnar adapted the fnllowlng agenda reo.mmended.by the Seonev o B
tariat (E/CN 14/BUD/1)
l. Opering address -
2, Adoption of the Agenda and T;me-table
3, Review of the develepment ef the buagetaﬁy systems in Afrlcan

eauntries

“/ See Annex I,
g/ See Annex II,
;/ See Annex 111,
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4. Relationships between the national budget and the national deve-
lopment plan | | ' '

5. Classification of budgetary transsctiens

6. Techniques of Programme and Performance Budgets

T+ Techniques for Revenue Programming

8. Accountihg and Control Procedures

10, Among the documents discussed by the participants ﬁefé'the Manual for
Boonomic and Functional Classification of Government Transactions {ST/TAA/M/12),
and A Manual for Programme and Performance Budgeting (ST/TAQ/SER ¢/75), both
documents prepared by the Fiscal and Financial Branch of the United Wations

Deparﬁment of Economic .and Social Affairssy A Guideline for the Classifica—

tirn of Government Transactions by Objects Adapted to AIrloan Countries
(E/CH 14/BUIV2), Guidelines for the Co—ordination nf Natzonal Budgets with
‘Natinnal Development Plans (E/CW.14/BUD/3); and The Budgebary System and
Procedures of African Countries (EYCV 14/BUD/4), all prepared by the ECA

Secretarlat Y Also, the partlclpants submltted worklng papers on the

lines given in the questlonnalre prepared by the Secretariat (BJCN 14/BUB/
IN®/1).

11, As to procedurs of discussions, it was decided that the.presentation
nf the budge%aiy'system of the different African countries should be made
Ty parficipaﬁts from each African budget administration.. In the general
digcussion on budgetary techuniques other participants or members of the

Secretariat were invited Yo open the discussion in guestion.

i2. The meeting appointed & drafting committee, consiéting of the Chair-

man, the Vice-Chairmen and the Rapporbeur to prepare the final reporf.

1/ See list of documents in Annex IV,
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l}.-_Af the session of 10 Octover the Seminar ﬁas apprised of the sadl'
event of the sudden death of the Togolese delegate, M, André Dosseh. His
mnenory wés sultably honoured by a one minute's éilence, the'piesentat;on
of a wreath and 1eavemtaking at the Bo1e Airport and the condolénces of
the Seminar wore transmitted by cable to-the Governmént of Togo aﬂa hig

family.

14. After the adoptlon of the draft report at the clos1ng session on 7
13 October 1966 and the usual closing court631es, the Chairman tﬂanked o

the experts for their co_operatlon and declared ‘the Seminar olosed

154 In Part II of thzs report a summary of the dlsGus&lons is repwoduced

and Part EII contalns the general conclusions and recommendatlons.'

-PA&T.IIHWHSUMMAnY'DE THE DIQCU&&IOﬁS

' {a) Heview of “the development of the budgetary
aystem in African countries “
(Agenda item 3)

16. . The nginar reviewsd the development in budgetary sysiems and pro-
eedures which had taken place in recent years. BSome countries have changed
theiribudget procedures and struptures‘in ordeyr to fqllow national deve-
lopment policies. The participants gave a review of the main changes in

the budgetary systems of their ooﬁntries in recent years and a comparison
was made with ocolonial times and the period immediately following inde-— S
pehdence. ‘Special mention was made of the changes introduced in the struc-
~ture of the budget and the budget processy also a review of the 1ntroductlon
of eccnromic and fuﬂctlonal clagsification of gcverﬁment transactions as

well as programme classification was made, The discussions were made in the

light of the document submitted by the LCA Secretariats: The Budeeiary System

and Procedures of Africar Countries (E/CN.14/BUD/4) and the working papers

submitted by the participants,.

1/ See Section C, Annex IV..
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Changes in the budgeﬁaxy systems and procedures

17. Many Afrloan countrles had 1ntroduced changes in thelr budgetany sys-
Yems and procedures after the Addis Ababa Budge tary WOIKShop in 1961 whlch
no doubt helped o furtner modernization ¢f their financial admlnlstrat;on.
However, some participanis recognized tﬁat certain vestiges of the coloﬁial
budgete still survive in most of $he newly independeﬁt.oountries.' In tho
majority'of.those sountries the traditional budgetary systemn stiil remains
in which the main purpose of %the budgetary system is the ocontrol ond
accounting of expenditure and Tévenus. However, it was'réoognized'that )
thero wag growing concern in many governmenits regarding the useé of the

budget as an instrument for development planning and fiseal policy..

18, Most of the African countrles divided their annual budgets itito Recur—
rent and Development Budgetsg this 1s the case of Algeria, Cameroon, Repu—
blic of the Congo, Dahomey, Ethiopia, Gambia, Chana, Nigeria, Tun1S1a,
Uganda, Tanzania, ‘Budan, ete. It is divided imto Ordlnany, bxtvaordlnazy
and "Ordre" Budget, in the Democr atlc Republlo of the Convo. Thie last is
the accounting document containing operatlons to be effected on aocount of
third persons of speclial gervices not included in the ordinary or extra-

ordinary budgetaﬁy approprlatlons.

19, In the UAR the annual budget is leLded into Serv1ces Budget, Bu51ness
Budget and the Loocal Administration Budget. The Services Budget represents
the éotivity of fha Central Govexﬂment.with all ite ministries and déparff
ments. The Business Budget is made up of the budgets of public'authoritiesj_
and organizations engaged in enterprise~type activities. The Business
Budget is self—flnanoed, since the revenues of most public organlzatlons

ané their afflllated companies cover their exXpenses and &llow for a surplus.
The budgets of local administration include the Tevenues and expenditure

of local authorities. Ezoh governorate has its oWl budget. The general
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plan for social and economic development is divided into annual ‘plans., The
logical way to execute this plan is through the amnual budgets. Thers-—
fore, the budget is considersd the financial expression and the tool for

1mplement1ng the annual plan,

20. The anﬂual budget has & regional d1V1mlon in Nigeria and Came?oon.‘
In Nléerla there is a Federal Govevﬂnent Budget the Wésterﬂ heﬂlon Budgetg
mid—-Western Région Eudget“ the‘Tast 2rn Hegion Budget and the Northemn_
Region Budget. In Cameroon the budget eomprlses the budﬁet of the Fedewrgl

Government; of the West xeglon and tne maot heglon.

21, The participants interchanged information about the budget process in
their respective countries. Usually the buoget prewaratlon is made by the
Executxve Branch Dut The agencies invoelved are dlfferent the recurrent v
budget is prepared in most of the. countries by the Ministry of Flnance,_
and the development bulget is under the responsibilitj of the Ministry of
Planning and Development or the Ceniral Planning Ozilce. It Wés, howevé:s?
recognized that co-ordination pvocedures in this resPect were ina&equate' )
in many oouﬁtrieém In all the countries the process is initiated with a .
circular 1ssued by the Mlﬂlotfy of Fwnance giving the dlrectlons for the
submission of draft estimates. After processing these drafts the Budget
Bureau and the Ministry of Finance submit the :Icevised' estimates to the
Cabinet and after approval they are sent to Legislature for discussion énd
approval,  There are different procedures for the discussions of the egti—
mates in legislative hodies.

22+ The Seminér was informed of the procédures for the execution of the
~budget in different couniries, Some countries follow pfocédures inspired
by'the British gyatem of consoiidated fund and cash accounting and Some .
others by the French fradiﬁibn of special funds ;hd gpecific accouﬁtiﬁg

system "dépenses engagdes.'" The Seminar noted that the fiscal year is not
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uniferm in African couniries. There are many countries in which the fiscal
year 001n01des with the calendar year., This is the case of Morocco, Algsria,
Tunisia, Dahomey, Togo, Ivory Coast, Upper Volta, Maufltanla, Niger, Somalia,
Malawi, Madagascar, Kwenda, Burundi, Central Africdan Republic, Chad, Con
(Kinshasa); Congo (Brazza) and Gabon. Other countries follow a Fisesl

year from 1 July to 30 June, i.e. libya, UAR, Sudan, Cameroon, Chana, Mali,
Gambia, Senegal, Kenya, Tanzania, Uganda, Rhodesia, Zambia, Another system
begins 1 April through 31 Haroh,.SuOh as Nigeria, Sierra-Léone, Swaziland,
Botswana and Lesotho. Finally, in Ethiopia, it begins T July of one yesr

to 6 July of the next year and in Iiberia from 1 Octoder to 30 September.'

23. The adqounting system is nof'méchanized in mosf of the'African cout~
tries but‘maﬁy of them are attempting to infrodgoe mechanization gradually.
The accbunﬁing gystem in élmost all 6f the African oouﬁtries was created
during colonial times and had been adapted o the new conditions prevail—

ing today.

24. Some countries informed that the budget prdéeés had béen‘greatly
influenced in recent years by the adoption of comprehensive developmeht
plans, and that new procedures as well as new funds have been created for
the task of financing devélovment programmes and pfoject New special
funds for financing development have been created in the Uﬂﬂs Tanzanla,

Congo (Klnshasa)

The obaect ola351fication

25. The Semlnar was informed that in many Afrlcan countries the pattern
for the class1flcatlon of expendltures hy objects has besn 1nhar1ted from
colonial times. The participants pointed out that the dlstrlbutlon and
details of 1tems was not a copsequence of & prooese of aocountlng plannlng
but the result of practice and annual addition of items created by the

routinary accounting process. Many participants agreed that the identifi-
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cation of expenditure by econcmic categories is difficult because the basic

object ciasszflcatlon was not bullt for this purpose.

26. Tae participants informed about the main head of expenditure in their

respective countries. In the French-gpesking countries the pattern of
classificaﬁion follows almost the same‘lines. In some of them the first
1tem is the public debt; it is followed by political authorities, expen-
diture in Dersonnel, social oharges, material expenditures, subveéntion, etc.
In most Lngllsh—speak;ng countries the exyendltures are classified by admiw
nistrative units and objects, starting from personal emoluments, other
charges, and special expenditures. In some other countries, such as the
Arab-speaking nations, the pattern of classification of expenditures

follows a specific breakdown of the item. The olassificétion of invegt-
ments does nei follow the object classification and only contains the name

of the individual projects.

Economic and functicnsl classificajions

27. 'The Seminar noted‘that maﬁy countries are preparing sconomic and
functional CldSSlflCathﬂb for policy fornulatlon. In some countries the
traditional accounting systen mugt be modified to make the extraciion of
information easier in the way needed. Therefore, the application of a
uniform object olaésifiCation.which could be easily translated into eco—

nomic categories will help very much in this direction.

28. The participants informed that the statistical services of Ghana,
Nigeria, Tanzania, Uganda, Sudan, Tunisia, Libéria, ULk and other countries
are publishing sconomic and functional classifications. This information
is incorporated as & part of the budget snalysis in Tanszania, Uganda, Ghana,
UAE and so onl. '

s
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29; ‘The Seminar noted that.Ghana'is publishing annuslly goverhment accounts
classified according to economic categories based upon the recommendation

of the United Nations Manual for the Clasgification of Jovernment brans-
actions by economic and funciional items. Tuanisia prepares annually an
econonic national budget for the purpose of adapting the medium-term targets
to the needs of the immediate juncture and of the el&bofatibn'evexy year

of a coherent policy for obtaining the economic equilibrium. The national
sconomic budget has a double aspect: on the one side is the forecagting
aspect and, on the other side, the eperative aspect which is considered

an intermediate instrument between the development plan and the ammual

budge 1. Thls economic national budget is prepared by the Secré tariat d'Etat i

an Plan et & 1'Economie nationale.

30. The Seminar discussed some of the differences between the pattern of

e .

classifications uged in some countries and the models prepared by the

g —

Tnited Nations secretariat.

_Sectoral_ﬁnd programee classificatien

‘31..= _The Seminar noted that few African countries have intreduced classi=-
ficatidn of expenditures by programmes. In many'ceuntries sectoral classi—
fication had besen in use for many years, éspecially in the development _ i

budget and could be easily extended 3o programme_Qiassification. i

32, The Seminar was informed that sectoral classifications are used for
the presentation of development expenditure in Tanzania, Ugandd, Nigeria,

Ethlopla, Tunlsla, Algerla, UiR and Chana,

33. The partlclpants informed that sectoral Ola851f10at10n had been espe-
clally set up for the whole budget and as a pattern for the budget document
and accounting in Ghznea and the UAR. 1In Ghana the sectoral cla891flcatlon

includes 14 sectors as follows: agriculture, mining, industry, consiruction,
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transport and communications, commerce, education, health, labour and social
welfare, general administration, internal administration, foreign relations,
fiscal administration and defence. In the UAR the classification by sectors.
includes agriculture, irrigation andrdrainage, electricity, High Dam,
industny,,transport‘and communications, Suez Canal, housing and public.
utilitiés, defence, security and justice; eduoatidn,.he@lthg_tourism,

éultgre and entertainment, sccial and religious, services, supply and sthorage,

scientific regearch; oxgan of state, financial and commercial,

34. The Seminar was informed -that programme classification had been applied
especially din Chana and selectively in the UAR ana recently. in thé Sudan..
In Ohana the system ﬁas introduced in 1961 and was reshaped for further
improvement in the 1966-67 buiget., In the UAR and Wigeria, the classifica-
tion by programme and project is in use for ;nves%menﬁ expenditures, In

the Sudan the elements of programme classification were introduced in the

Ministry of Works and the Ministry of Irrigation and Hydro~electric Power.

for the fiscal year 1966-57,

35, The partlolpanus recobmlzed that théfe is‘litﬁlé éﬁpérienéé”iﬁ‘ﬁdéf"'
African countrles in the uses of prd S Tamme olasszflcatlon. The Seminar was
1niormed that the experzeno“ obtained in thna, the UAZ and the Sudan is
eﬂcouraglng for fuLther developmeﬂts in the adoption of Orogramme and

performance budget technlques,

Changes in the budgeualy orgaalaazloﬂ

36. The Semlnar not@d that in practlc ally all Azrloan countrles the bud— _
getaﬁy oréanlzatlon is neuded by the Mlnlnter for Finance: or Treasury. Only
in the oage of leerla,' ihe Budget Bureau is under the Offlce of the Preszw

denqy, follov1ng the trad1t1on of the Uhlted States.
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37. The partioipanis informed that the Bureau of the Budget is the central
budge tary office'in charge of the budget preparation and control, The

Bureau of the Budget is headed by. the budget director, who often has the

title of Director General, Principal}Sécreﬁary or Under-Secreitary of State,

In fthiopia, for example, it is the iesponsibility of the Budget Depariment

in the Ministry of Financey in the-Céngé (Xinshass) the preparation of the
budget is the responsability of the ?ureau of the Budget and Budget Controls
in Gambia.the_prepara%ion of the budéet is the respdnsibility,of the Ministxy
of Financej ianhanag.the title. is Piincipal Secfetary in charge of-the '
budget in the Ministry df Financeg'ih the Sudan the head of the budget section
is the Assistant Under—Secretany for the Bua@et, under the Uhder—Secretary

\
for Finance in the Minis$ry of blnan?e and Lcoonomics.

38. The HSeminar noted that the adoptlon of development plans by many Afrie
can countries and the creatlon of mlnlstrles of Plannlng and Development
are complementing now the budgetary structure with an agency speciaslized
in the preparation of development bu@gets. The need for close collaboration
wés stréssed between the Ministry of?Finance and_the Ministry of-Planhing
for the co—ordination of recurrent aﬁd_capital expenditufé.

.(b) Relationghip between %he national budget and

the national development plan
 (Agenda 1tem 4)

39. The dlscu351ons followed the 11nes lzid down in the documente S b=

mitted to this Seminar, partlcularly the Covernment Budgetlng and Economlc
Planning (B/CN, 11/33' 4/1.6) preamred by the Fiscal and Financial Branch
of the Department of Lconomlc and Soclal Affairs of the Uhlted Natlons and
the Guldellnes for the Co—ordlﬂatlon of National Budgets with Wational
Development Plans (&/CH. 14/BUD/3) prepared ty the ECA secretaTiat.

40. The Seminar noted that to direct their development many African.doun—

tries have recently prepared and approved national development plans. In
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some countries targeis for periods of 15 to 20 years have been met up as

-3 referenQQ of the final gozls o bg achieved., This is the case of Dahomey
with the perspeqtive plaﬂ‘1960—1980§ Togd with the pfojeoﬁions-for 1965~
19845 Upper Volta with the perspective plan 1963—19?5; Senegal with the
plan for 1960fl985; Tanzania with éhelperspectivé plan 1965—1980; Uganda
with the projections for 1966-1981, etc, |

41. Dome other countries have formulated targets for 10 years in ovder
to have in a shorier period an orientation for their efforts. Counfries
like the Sudan (1961-197C); the UAR (1960-1970)s; Tunisia (1962-1971); Ivory
Coast (1960-1970)3 Biger (1965-1974); Sierra ILeone (1962-1971), etc. are

now experimenting with this type of plamning. -

42. These lohg—term plang had been formulafed with the pur@dselof making
‘& definition of the "image" of the kind of country one nation can become.
through-sysﬁematic'efforts. The co-ordination of el forts of'the population
is important to give.évery bhuman being the chance of participating in thq
process of development. These long-term plans can mobilize efforts fdwafas

common puyposes in a. country.

43, The participants dgreed that for such objectives, lon;—term'plans.are
interested in discovering and exploiting the national resources and human
potentialities and giving a perspective of thé'benefifs to be achieved if
they are properly used. These plans attempt to orient sfforts in several
frohts gimultanecusly: improvements of famm productioﬁ; substitution Sf
imbaffé; diversificétion ofF exports; increase the rate of_savingg.incréase
ﬁhe number of trained personnel; set up new industries and process raﬁ
materials. Thé:efore, develogmenf plans contain the_strategy for obtain-
ing such results and fiiing~thetmajor'prioritiesfbetﬁeen SthéfS_and.the

orincipal policy decisions.




E/CN.14/365
E/CN.14/BUD/7
Page 13 :

44, ‘For the implementation of this girategy and the economic and sooial
poli01959 wnsuie the maoxo~economlo perspeotlve of development plans, it
dig neoessary to reflect thse goele, PUTDOHES and twrgets anto specific |
economic measures and specific development pfogects. ‘The instrument for
these purposes is the meditim-term. plan, which generally comprises from 4
to 6 years, and which is generally an investment plan of the ouhlic'eeotor
and conteinsg measures of econoiic policy to be adoPted to orient %he prl—

vate seotor,

45, The Semmnar was 1nformed thet in Afrlca many oountrles have formulated
mediummterm plens. For example, this is the case of Morocco (1960—1964),
Congo (Brazza) (1964 1968)5 Libya (1963—1968); UAR (1966-1970)3 Nigeria
(1962-1968)3 Dahomey (1966~ 1070)9 Togo (1966~ 1970), Ghana, (1959-1264) s
Upper Volta (1963-1967)5 Mali (1961-1965); Ivory Coast (1965-1969)s Senegal
(1965-1969) 3 Niger (1965-1969); Mauritania (1963~l966), #thiopia (1963~ ,
1967); Kenya (1964~1970)3 Tanzania {1964-1969); Uganda (1966——1970), Somalia
(1963-1967)3 Malawi (1965-—1969), Chad {1966~1970)s Gzbon (1965—1970)9
Camercon (1)6lwl965)g Tunisia (1965~1968), etc. In Africa, these plane

are public investment programmes and contagin speclflc projects to be exe—
cuted through the publlo sector and measures oi eoonomic polloy fbr the

guldanoe of tne prlvate eector.

46, The bemlnar agreed;that the goale of long- and medium~term plans must
be converted into detailad and speoifio_annoalkplans which could easily be
trenslated into the budmeﬁ struoture. Such annual plansg have two main
functions, iee. to lﬂnk immediate action with the long- and medium-term
plen, and to serve as an inetrument for oo-ordinat;ngnthe over-sll deci-
sions adopied at high govefnment level and the decisions taken at the
intermediafe and lower levels of publiojadmiﬂistration The Semlnar con=

sidered that the annual plan convertq general guldellnee 1nto concrete
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feasible targets, and determines the whole machinery for the "exeoution"
of such goals and objectivesy by establishing a- link between overwall

declslons ana oaeratlonal d90131ons.

47.,'Aﬂnual plans are therefore a tool uséd hy ea65 administrative unit
within the governmént_orgahization to define i%s particular targets to
guide its action and control the results obtained. Therefore; the annual
plan, far from being imposed by high levels of the administration, repre-
sents the real scheme of action of every pﬁblic office and is essential
to their sound administratiéﬂ. HEewever, the annual plan not only incof—'
porates the projects planned by government officials, bhut also embodies
the ideas, knowledge.and.creative ventures of the private sector through
consuitation with representatives of the producer and wdrking sectors,

and of the regions of the countxy.

48+ One of the weaknesses of the planning proéess in sbme African coun-—
tries i the absence of annual Oﬂefwblonul plans dev¢sed for the executlon
of perspective or medlum-term plans, Few COuntrles prepare this type of
plan. Some experience has been accumulated in this respect by Ghana and
the UAR., But some of the éountries set up only capital budgets"fbr‘the
central gcvernmenf,'in which not all the lrmvestments of the public sector
are includéd, and excludes other develeopmsnt efforis, such as education,
health; agricultural and industrial services, and so on aznd these prevent
over-zll co-ordination of efforts., Bome participants pointed out that
since investment programmes depend so largely on foreign aid it was very
difficult to formulate annual plané without héving'complete information

on the negotiation-of loans,

49, The Seminar considered that it would be a mistake 1o regard long,
medium and short-term planning a8 separate alternatives. On ‘the contrany,

it should be deemed that the want of one or the other would vitiate the
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whole concept of planning. uhort-term programmes which are not formulated
within the context of a longﬁterm progranme can represent cnly the ration-
alization of immediate d801310n59 and thelr ﬁoundness and efficacy cannoﬁ
be assured unless they take 1nto account the goals to be sttalned over
the longer term. .On the other hand, long~term pluﬂﬂlnb dlone would prove
1nsufizolent, slﬁce the broader view and prospecto it ofLers arve not
Justlfied on thelr own;. but only 1nsofar as they 1nf1uence 1mmedlate

act1on.

.50. Accordingly, planning would comprise two types of instruments: those
designed to orient the conduct bf the economic units for develnpment, and
'those for the operatlon of 1mmed1ate action. The Tirst category includes
1ong—term eoonomlc and soclal aevelnpment plans, meélum—term developmant
vlans and medlum-term 1nvestment plans of the public sector, while the
second 1ncludes natlomal economlc budgets, annual development plans and

public sector programme buaget.

51, The participants peinted out that for its exscution the breakdown of
those national plang inio regions is advisable,. As it is well known,'déve-
ioping countries are not homogeneously developed in connection with their
terrifory. Beonomic- activity is concenirated principally arcund a singly
"polarized centre," often comnected with foreign economies., But develop-
ment implies. the allocation of investments fer further inprovement . of this
internal "focus of development," for the crestion of new'connectéd.national‘
centrea, and for the development of the "periphexry" of the country as a ‘
means of promoting the growth of this area and alse for the contiauous
increase of production in the cenitres. Invesiments in the periphery are
esgential for'provi@ing the pplarized centres with raw material, food and

other ocommodities,
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52. Many developing couﬁtries have discovered in recent years that the
public sector budgét-is.a-stratégic instrument within the context of & -
deveicpment policy. In faot, on the one han&s it constitutes & basic link
in the planning process,.particularly in respect of the.allooafion of'rew
sources - persommel, matefial,-equipment; organization, techniéal know—
ledge, etc. -~ for the attainment of short—ternm gonls established within
long=- and medium=term plans. On the cther haﬁ&9 it is regardéd a5 a deci-
give mechanism of economic policy, siunce its level and structure, besides
immediately reflecting the development goals, influence simultaneously

short-term movements in the monetary, foreign trade and financial spheres.

53. 'The participaﬂts agreed that a number of'govefnments_now‘see in the =
budget a stfatégic nulti-purpose teol of "the adninistration for exscuting
development plans, which is clogely inter-related with the economic, social
and political eystem of a country. Accordingly, the budget is no longer =
regarded as a separate mechanism operating outside the life of a natioa'..
a8 a wholes it has been accepted as a basic mechanism for the allogation

of productive resources in pursuance of given objectives, and for the mobi-
lization of internal and external resources, - ‘Conseguently, the p:eparation
of a budget now entaiis the operation of political, plﬁhning and budge tary |
accounting agencles, and cdnsultation with the private septof. It should
also involve the'regions into which & country is divided, with due regard
for harmony in their development impe hus énd without imﬁairment_oflihe,
basic néfionwide incentives which must he prdvided in order to promote
over-zll national development, in accordance with the regionsl planning

explained before.

54. The Seminar .agresd that long- and medium—-term plans should be impLe—
mented in the short-term -~ usuzlly one or iwo years - through‘specific
immediate—action programmes. Government programmes — whether operating or

investment - are incorporated in the public sector budge®, which thus
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becomes an important and effective tool for the execution of economic
development plans. The modern budget is, therefore, a co~ordinated complex
of programmes and projects to be carried out in the immediate future and -

is knowh as the Programme Budget. Somérparticipants thought that it could

be divided: into the Jeneral Sexvices Budget and the Economic and Social

Budget, which are'olosely'iﬁterArelated,-with the two-~fold purpose of
improving the operating efficiency of thé public administration in the;
provigion of general.servicqsg and of endeaVOuring;to uge iis resources.
to econémic_and social services to remove the botﬁlenecks which aie S0

common  in the developing economies.

55." The Seminar suggestedfthe adoption of a new criterion for olassiﬁyiﬁg
prégrammés within the budge® by dividing them into programmes for the pro-
vision of general.services in ptblic administration and programmeés for the -
econoic "and social developmeént. It was said that such criterion is more ™
closely relsted to the ‘sectoral: classification of expenditure and tends '
to show the immédiate godls aimed at in the activities established under
the programms. Such & ‘separation of programmes would meke the State's -
action easier to follow by showing mot only the capital formation invelved
in investment programmes but also -the increase in productivity obtainable
by other means, for example, -expenditure on education, public health cud
other social services designed to improve the gualiiy and skills of the

human regources and increase their yield and contribution to the economy.

56. For the co—ordination of plan and budge$, both should be divided inte -
'uniqum'Sectors - agriculiure, industry,éducation9 hezlth, traunsportation,
etc, The plan fixes targets in every seétor, for long— or medium-teIms.
and the budget for the public sector in the short-term, A% the same time,
plan and budget have to be co-ordinated with public administrations for
instance, the educational plan must have an amnual eperative educational

programme within the annuzl budget and a Ministry of Bducation in charge
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of its execution. For this purpose, programmes should be identified and
these should be classified accordingly in the plan and in the budget, and
simultaneously the public administration must identify the administrative
units responsible. for the accomplishment of fhe-programme._ Thus the
Divisions have.to select the Sections charged with the accomplishment of
the activities or.projects, within the programme, included in the res-

peGiive spheres of action.

57. The participants discussed the need for a clese link between budgeting
and plannings they pointed out that in practice it can bé observed in many
countries that it has often been weak and.inadequaté."It was said that an
impoftant regsgon is the failure of the plan itself to indicate the precise
measures needed to ensure its fulfilment. In several countries plans are
drawn up depictihg mostly tafgets of output fer different sectors of the
ecenomy to be attained at the end of a given period with an indicatinn ai
the aggregate investment outlays needed ts attain these targets. Oeneral
plans of ﬁhis nature. for the public and private seoter combined hardly
provide an operational framework for linking planning and budgeting., In
such situations the action to be taken annually in‘the budget to help.
towards the fulfilment of the plan objectives is net ¢lear and in practice

the action may fall very short of what is needed,

58, The Seminar agreed that to produée this desirable:felation, the clage
sification of receipis and expenditures is the essential instrument te
good planning, budgeting, accounting and reporbting. In order that the
government;acqounts‘may provide the information required for pianning,_
administrative, budgetary and accountimg purposes, it is important that

an orderly and uniform classification éystem_be established and followed.
Thé classification system should baéically be the same for planning, bud--
geting, accounting and reporting. To the extent possible, the plassifica—

tion ghouid be uniform over successive periods and as to different orga-—
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nizational units in charge of similar transactions. The classification of
receipts and expenditures should be organized in such a way that their-

significance be understood and in order that amalysis may be facilitated.

59. The participants discussed the uses of_budgetary and planniﬁg tech—
nigues in different economic sys tems, It.was'poinfed out that in African
countries of mixed and centrally-planned economies  the application of
budgetary technigues and classifications is not -different and~that the. .
scope of the public sector does not influence the type of budgetary in-

struments in use.,

60. ‘Some partlclpants observed that many countrles are faclng dlfflcultles
in the executlon of development plans and development budgets due ‘to short-—
age of resources. Dome countrles also have a deficit on current accounts
_and forelgn aid is even necessary to pdy carrent eXpendltare&. ‘Some other
countriss are fa01ng conﬁlnuous increases in current expendlture and the
gradual reductlon of their investment capacity. Information wag excnanged
betwesn the participants with regard to possible measures to be taken..

The strengthening of the tex administration and austerity programmes in

the recurrent -budget were suggested as sound measures %o be taken but it
wasg agreed that it is veﬁy'diffiqult for developing countries to have a
balanced budget in the present historical stage of their development, It
was agreed that, neverthsless, the reduction of unproductive expenditures
is necessary for increasing public savings in the fufure. |

( ) Class1flomt10n of budgetany f{ransactions
: : (Agenda item 5)

61. This item of the agenda was discussed along the lines given in the’

Manual for Eeonomic and Funcitionsl Classification of Government Trans-—

sctiens prepared by the Fiscal and Financial Branch.of the Department of
Economic and Social Affairs of the United Nations (ST/TAA/M/12)}5 and .

AuGu;deline"for the Classification of Government Transactions by Objects
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Adapted to- African Countries {B/CN.14/BUD/2)}, Guidelines for the Co-ordina-
tion of National Budgets with National Development Plans (i/CF.14/BUD/3)
and Survey of African Budgetary Statistics (8/CN.14/BUD/5) prepared by the

secrotariat.

62, The Seminar wae informed that there are, at least; thres purposes
served by = budget classification system: (a) global analysis for:satis-
fying budgetary policy requirementss (b) budgetary planning following

long, medium and short—term plans; and (o) for management or operative
purposes in order to execute decisions taken within the framework of fiscal
policy and flbcal plannlng.‘ Hach one of these uses must be supported by
different klnds of class1flcatlon“ for budgetary analy51s and pollqy,

the 01a951f10@t10ns used are the bconomlc? Functloncl and, Oréanlzatlonglg
for plannlng, the %eotoral and P¢05ramme Cla551flcatlon59 for management9
classifications by Admlnlstratlve unlts, by‘Proglammes and Act1v1tles and

by Objecte are used. -

63, The Seminar noted that classifications for Budgetarf.analysis and
policy provided information for high level decisiong. The éqonomic'clas_
sification makes pqséible‘the analysis of the volume of resources to be
allocated in consumption and investment, and within each kind of éxpendi—
_tﬁre the proportion allocated tec salaries, transfer payments,isubsidies,
materials, constructions, etc, The functional classifioationlshows expen-
ditures in the broad divisions of total effort directea towards 2 major
purpose of government, e.g., education, defence, health, transportation,
eto. Organizatioﬁéi dlaséificatfbn'pfovides‘infdrmation on the ingtitu—
tional framework which will undertake the ex cout1on of ths eflortg, guch

as centr“l government, local uutaorltless autonomous agencmes, etc.

64,  The class1flcdtlons for: buagetafg plunnlng prov1ae 1nform%tlon fo;
the allocation of resources within the framework of the -development stra—

tegy approved: by the govermnment through its plans and shows the speqific



B/CN.14/365
B/C¥.14/BUD/T
Page 21

efforts to be made for improving the human resources, the infrastructurs
of the economy, the genersl services and so on. . The programme classifica-
tion shows s small segment Wwiihin a sector that produces an end product

gerving the_seotpral plan goals.

65.  The mansgemeni classifications. permit the execution ef ﬁhé oberative
process neoessary to accomplish the programmed targets. The clessification
by administrative unit ahows the, entities, within a minisﬁny‘or agency, in
~charge specifically of the_eiao&tion of the programmes or sub-programmes.
The classification by activiities or projects illustrates the homogenequs
types of work cperations that are directed towards the same programme  f
PUTPOSEE, Fmally9 the cla831flcat10n by objects contalns the goods ang
services to be nurchased with aoproprlated funds, and permlts the control

- of the expendlture Process.

66. The Seminar agreed that such a classification system enables better
balanced judgments and decisions in the budget process. It facilitates

the distribﬁtion of available rescurces in accordance with policy object—
ives, the mobilization of TeBOUrces in accordance with the fiscal policy
approved, the formulatlon of bu&geﬁ estlmates in terms of long»range goals
and prlorltles, the rev1ew of work programnes in felatlon to costs, and '
control over the executlon of the authorized budget. To be meanlngful and
useful for declslonumaklng purposes3 the sysﬁpm of 01a551f10au10n for the
national budget must be tailored to the situation 1n the 1nd1v1dual countny.
The funotlons, Drogfammes, and act1V1tles must reflect the Durposes to be

served by.the policy of the government concerned.

67, The Seminar was . informed that there are a number of classifications
used by governments depending upon the purpose they serve. . Most govern—
mentk employ, in one form or another, classification according to orga-

nizational unit, object, activity, programme and function. As indicated
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before, any system of classification must be in conformity with the orga—
nizational structure, the basic laws and regulations, and reflect the

basic objectives as defined in the various programmes.

68. The clasaification system for public policy, fiscal planning and
management iricludes two kinds: (a) classifications embodied in the budget,
or operative classifications; (b) classifications annsxed to the budget,
or synthetical or global classificutions, The operative classifications
are: Organizational; Sectorals Programmesg Activities and Projectsy by
Administrative Unitss and by Objects. The global classifications are:

by EBconomic Itemss; by Functions; andé by Sectors.

69. In order to facilitate their purposes, some oross clussification can

be formulated: Organizational -~ Sectoral; Sectoral - Programmess Programmes -

Activities and Projectss Activities and Projects ~ Adninistrative Uﬁits;
Programmés,.&ctivities, administrative Units — by Objects; by Objects -
by Eeconomic Itemsy Organizational — by Functionss and by Functions - by

Econcemic Items.

70. The Seminar agreed that the first step towards the esteblisment of

a compreheﬂSive budgetarj olassifioation system ghould be fhe standard—
ization of the object clasgification. The participants agreed that a'well—
balanced object classification must facilitate the segresation of capital
and du?rent transactions; be easily comparable with the batégories‘used

for e#onqmio C1assifiéation-of governmnent %ransactions; contain'&etails;
adeguate presentatioh of the component costs of various government acti-
vitiess provide sufficient information to exercise an effectivé financial
control, etc. This classification should not have unnecessary details
precluding in the execution of the budget and imposing heavy tasks on

aceounting and reporting.
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Tl. The Seminar noted that many beﬁefits'conneotéd Wifh a well—cons%fucted‘
standardlzed object classifica tloa of expenditures and revenues should
result in ‘s better organization of the budgetary and acoountlng processes,
helping planning snd execution of governmental decisions, The motdel uni-
form objest olassification should be flexible enoubh for adaptetion to

lecal conditions tarough changes and additions, as raqulred of ﬁ@aﬂiflc _
sub~items, The Sewinzr studied the simpiified model GlmJﬂlficat10n pPro-
posed by the secretariat’ in document E/CN.14/BUD/2 Guluellnes fbr the
Classification of Government Transactions by Objects Adapteé ta ﬁfrlcan'

Countrwes waich comprises both sides of the budgets expendlturea and reve-

nued.,

12. It was agreed that Lh@ model ”ClaSSIflOgtﬂon of Government Trans-
actions hy ObJects" prepared by the secretariat could serve as a useful
basis for'formulafion‘of‘classifidation by object in par%icular-countiieé
and, if introduced in @rﬁcticeg will to a great extent facﬁlitafe anwlysis
of the budgets in ecconomic categories ag well as maks 90551b1e oomparatlve
analysis of the budgets on the bubmregionai or regional basis. The model

" appreved is included in Annex V.

73, As it was stated in the 1961 Workshop, it has been possible for a
fairly 1argernumber of countries Vo make good use of the Manusl in Tom
classification work; .The_Seminar‘félt nevertheless that the classifica—
ticns and the aoooﬁnt*ng design presented in the Manusal were of great

complexity, and - that the S“mplliled cconomic classification gugpagbed in
the Workshop of 1961 was more appropriate for a first abttempt at under—

taking thig Workol

;/ Report 6f the Horkgho# on Problems of Budset heolasglflcatloh aﬁd
Menagement in Africs (8T/TAO/SER.C.53), Addis Ababa, 1961,
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74. The bemlnar agresed that a functional olassification is useful for
the information of the government in presenting the budbet to the legis-

1at1ve body and 1n informing the general public as to what the government

is d01ng in the various fields of its activity. The participants noted

that the functional classification is of particular value to countries
undergoing changes in their institutional structure since it ensures _
comparability of data from one pericd 4o another., The Seminar alsn agreed
that the simplified model of funofibnal classification presented in the
Report of. the Workshop of 1961 was Q-useful guideline for African countries
in the pfbcess of rgclassification,.

(d) Technigues of programme and performance budgeting
(Agenda item 6) -

75+ The Seminar was informed that certain temminclogical confusion exists
as to the meaning of Programme and Performance budgeting, The term "Per-
formance tudgsting” gives undue emphasis o the part of the total effort

required in the new technigues, involving the development of physical

‘measures of work and accomplishment.,

76. The Seminsr agreed that a progremme approach to the budget is diffe-
rent from performance approaches. A Programme budget is useful for co=-
ordination between econuvmic plasuning and budgeting — and for review and
deoisionwmakihg at and above ihe departmental level, I% helps the over—
all budgetary plamning and review. Performance anzlysis attempts %o mea—
sure the costs and accomplishments and to improve implementation of the

Programme,

71+ It was agreed that in the preparation of the budgetary estimates,
programme determination should proceéd and provide a framework in which
meaguremsnt of performance can be undertaken. A programme budget may in-
clude broad programme costs, without being extended to or llmlted on peIr—

formance units.,
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78, Disoussion revealed that many participants wére interested in the new
techniques and consider'fhat programme approach to budgsting is a logical
oonseqaenée of economié planning and SPeéificdlly'necessary for proper Go—
ordination betwsen the annual portion of development plah in the public
sector and the budget, which should be a paft of the plan eipressed in
finaneial terms and an effectlve ingtrument in the 1mp1ementatlon of the

economle development plan.

T9. The differences between programme and performance apprﬁaches.to bud-
geting_were noted and it was resolved that the prggramme apprdachrwould

be of primény importance-fo African countries and that pérférmahce_tech—
niqués'shéuld be used anly on a:selective bzeis in cerfain_goﬁernment
activiﬁies-where the énd—prdduct o unit 6f'w6rk oould'bereasily identi~
fied and where it may be really useful and required fer managérial'purposesJ
Participants did not see the immediate necessity ef applying performance
techniques to-the ma jority of administrative activities, where fhey woluld

net have great 51gn1flcance.

80, It was noted th&t in some countries when fermulating truditlonal
budget, or in the exercise of budgetary contrnls, attentlon is paid alse

ta the phy31cal gide of the operatlons proposed or execuﬁed. The spendlng
units have tn Justlﬂy thelr requirements for funds by the services they:
will provide or the work they will carry out and qften explanatory netes
accompaﬁying {he estimates supply informatien of the programmes or prdjects

carried under particular appropriations,

81; Information on the progress of work_én nore important sohemes, espe—
cially in the develepment budgets, ié also produced in oértain'countries
in administrative reports, This kind of informa tion eften gives details
of physical resulte achieved and it rey be defined as "budget appraisal in
veal terms." Tt wes agreed that in such cases further efferts would be

well justified in develeping existing techniques alang the lines leading to
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the Arobramme and Eef101manoe budgeting In this way 1mprovemeﬂt actlon
would De concentratea in areab vhere the neces5¢tJ for moxre amvanced tech—
nlques is glready felu, which will %he usually in selected actlvatles 1n'-

the fleld of economnic and SOOlal gervives,

82, artlclpants 00ﬂ81dered that examples of highly developed programue
and perfoxmanqe'technlques in tne UoA and the Philinpines should be sup-

plemented in the Manual for Pro gramme gid Performance Buagetlng by case.

studles in the developlng oountrles which arye drying to 1ntroduce such
teohnlques,l It Was recommendeu very strongly that CA should proceed Wlth
detailed case stuales, based on experience in selected african countrles,
coverlng all stages of the reforms uraertahen and that sucn oaue stuales
should be 61rculateu to tho.coumurles of the region. To Fill thls baa'
during the semlnar %he oartlulpant from Gnana Was asked to explaln in
detail the proaress 1n thlS fesoect in his. country and the ensuing dis-

cus 31on showed a Leal 1ntere8u of DarthlD rts in thls problcm. :

83, ”he Seminar was 1n¢0fﬂea that in Ghana tne evoiutlonarv procéss whichﬂ
was startem 1n 1901 hes beeﬂ tak ten one step LULtﬂul in 1966, It was pos~

31b1e 1n the l96b~67 An;ual Mstlm bo summarlze Government! 8 sxpendlture
as envxsaéed in thu f;n@ﬂclal *ear by b40@d sectorm of the economd. Indi—,

Y ' . ' m

vidual pxograMmeé'oan‘ 1erufore oe ldeﬂ?lﬂled w1tn1n each 5eoto Lach_
sector defineé the road ranbe of‘aot1v1tv'i”:k hich Govermment, 1s enzaged
throubh budgetar' exaeﬁalture,. A ectoL is u1v1oea into cna)tgru,”cnat 15,
dlffefent admlnlstratxve unlté respon31b1e for the execution of orobrammes
Within that divigion of the main sectorg for examnle, there are two chagters
under the Agrlcultural Segtor, namelv ' Cﬂwoter L - Agricultufey and '
Chgpter IT - Porestry. Generaliy There one sector is divided into chapters,

each chapter covers a n1n¢strJ w1tb1u the geotor. -The Seminay nofed that

L7

under each -sector, thers are programmes and sub-programmes, classified hy

LS
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arganiza{ional units aﬁd'objects of expenditure. A programme defines the

pramework within which imtended expenditurs falle, and is equivalent o a

"head" in the terminology of the country snd’'s sub-programme is eguivalent
to & sub—hezd, To enable the public ind'vafibus Departments to grasp the

new termlnology both terms have been used interchangeablys however, it is

1nten&ed that ufter some ‘time the ¢ormer terminoclogy will be dxopped 1n

favour of the new one.

84. The Seminar was informed that in Ghans the- memorandum to each volume
of the estimates nges & broad plcture of the functions of the Ministry
responsgible for the votes and its operative pfogrammes. ‘Baeh memorandum
gives three basic tables, namely: (i) Summary of budget expenditure broken
dewn inte Teourrent and development expenditures; (ii) Budget expenditure
1y programmes and sub-programmes; - (iii) Budgéet expenditure by programmes
gnd by objeots, The first two tables enabvle the pubiic to know ot & glance
the various allocations accarding o programﬁea 2nd sub-progranmes wWikhin
the sector and to determine through this the policy of tha deernment ag

- jndigated through the prlozltlws estubllshed within the sectnr.. The thlrd
‘“table shovws broadly the object or end-use of funds within each programme .
Phis i8 a table of expenditure by pmgro,mmes and by objects. In C—hanu,
apart from re-arranging the estmmates into sectors, the main body of EuCh
estlmate has also been remprranged for each sub-progrmmme as follows.

the narrative statement; “the detalls of expendlture (py objects), items
and sub-items including account numbersj the Justlflo vEions the establlsh—
rent sche&ule. The ”dvantgge of thls new arrangement is thut unlike the
+gld each sub—programme or- sub—head ig trested as a'selfwcontalned unlt to
facilitate easy reference by unit hends, Summaries of expenditure Ly
sub»head whlch eppeared usually 2t the end of each table of details have
been left out as they are. “lreuﬂy shown in a dlfferent presentatlon in

_ the memorandum in the tuble of expendlture by progr&mmes and hy objects.



E/CN.14/365
B/CN,14/BUD/T
Page 28

The presentation of development estimates nppesrs as the lasi sub-hend in

the estimstes under each programme., It is the intention in the future to

present the development estimates in such a woy as to focus attention on

what 1s to be achieved in physical terms. .

'85. "The hope Was exnresscd thet the United Nations would assist the
effcrts of partloular countries in their endeuvour-to introduce the new
techniques by providing, when required, technical assistance in this field
and. that ZCA would organize training courses for budgeting ond qccountlng
personnel, preferably on a sub-regionnl basls, thklnb into COnSlQeTuthﬂ
thxt: the inadequacy of technical skills, waich after ¢ all is the ba31s

for the introduction of the more advenced budgetary techniques; rebrgsents

the mejor obstacle in this respect. The participants found that the

Manual for Programme and Performance Budgeting (ST/TAO/SER.C/75) is a

- useful. guideline for the intrqdudtion of the new technigue..

86;' It ‘wos noted that the participonts showed more interest in the Pro-
grhmme and Performance techniques then wes the oase during the Budgetax

Wbrkshop in 1961 where only further studies in this vespect were Tecomr.

‘mended, The present Seminar agreed on the usefulness of the new. techn'-

nigues, con51dered the possibilitiss of their practical introduction- rnd

.expressed the hope that the United Nntione would assist their endesvours.

(e) Technloues for revenue progromming
(Agendn item 7))

87. The Seminar ﬁotéd'thaf Gevelopment plans give the framework For the

.ullocatlon of resources, and thnt in this sense, it can be snid thot

Africen countrles know todﬂg betiter thon before what mugt be dome’ to Be—
lerate the rute of growth Howevev the ertlclpwnts recognlzed thwt it

is very 1mportmnt to know whht TEeSOUTCEs nTe V”lluble 2nd the ways ond

means to moblllze ‘themn aocordlnbly, and thyt this 1s, unfortuns, tely, one

of the grea% ween oknesses of the development pollCleS of some Africen coun-

~tries at this ﬁime.
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88. 'The Seminar discussed some procedures znd methods to be applied in
progremming and forecasting the capaciity of the government to mobilize
resources Tor financing the level of expenditure.  Since not much atten~
tion has been given to this subject, because most of the literature pro-—
duced in pscent years deals specially with techniques for expenditure
prcgramming,'anme general ideas were imbterchounged betwesn fhﬂ‘pnrtieipants.

89. The Zeminnr wos informed that thére nre different proaedures fou
estiﬁaﬁihg reveﬁues; " The experience of &eveioped:oountries'in the 1ot
centiry prdVidéd'methods'ﬁhich were transferred to practicé'in the under—
&eValoped'areas;”'In general these traditional methods cousider only the
past tréhdé”of revenue collection and do not pay attention to the general
trends of the economy as a whole; they zre algo very static methods and
Were devised as a ool for containing publlc expenditure ﬁnd for securing

the bwlance of the budgets

90. The participants discussed first the method called cutomatic method

which consisfs in projeciing the Same Tevenue oollécted in a'previoué year
to the forthcomlng fisecal year, repeating the amount collected in every
item of revenue. Thls method is based upon known results.and reflecis. the
aotuel capﬂclty of the government, the tarpayer, ond the fiscal adminis-
trotion for mobilizing o dertain amount of resources, This method is
especiallyzapplied to the estimation of imdirect toxes, which acre a. large
percentage;of tdtal revenuas. The parilcipants agreed thot this method
‘had actunlly a'veny limited applicability becouse. of ite rigidity ond
_becduse 1t laoks consideration of the changes in the volume of transuctlons

1n the totnl eoonomy.

9. The p@rticipants were informed that some of the imperfections of
cutomatic method could be corrected by the application of the average

technigue which is based wupon the same philosdphy and differs only in

thut this technlque considers not only the previous year, but o number of
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previocus years, sSzy 3 to 5 years, in order to correct the influence of
some ccecasional fretors 1n the collection of revenues. The Seminor ngreed

thot . this pvernge tecnﬂlque wWig, of course, betier than the cutomoiic

method but it was also very static ~nd bosed exclusively on the trerds of
the past and did not consider opprepriniely the changes in the level of

p:oduction or incomes, due to development or inflotion.

92,  To remedy some of these imperfections, a system culled the technique

of increnses was opplied. It consisted in the addition of scme increases

in revenuss collected in the pnet., Pirst of all, the mothod estimates the
normal collecﬁion of revenues, using the sysiem of.the average yield in
recent. yeur5°_afterw vrds the nvernge rote of growth of the previous yeors
was applied to the normnl yield of revenues calcul&ted;: This method Was 
recognized by the pariticiponts os more vationnl fthon the others, but it was
ngreed thot the increases e%tim“ted in the yield of revenues were based .

onky on the rute of prev1ous eXpa DSlon of production and incomes, und not

on the dlreot estimntion of incren ses in productlon and 1ncomes.

93,  The Seminar noted that in seme of the developing countries this is .
the ﬁdé% widely used method of revenue forecosting. Sometimes oll the
secrets of revenue estimntes were brsed upon the rnte of incorense to be
applied to each item of revenuse. If some counixzy hnd inflotion; on estincte
of the increanses in the cosd of living wns made and applied as o criterion

for fixing the rate of growth.

94, The participants ngreed thnt it wes nituesl thot in developlno e cono—

mies every year there would be an increase in produotlon whloh meant the
digtrivution of new proflts, 1ﬂ00me8,_531nr1659-W&geS and sc on. “In this
respect, development meant the expansion of taxable capnoity. Howevery

developing countries were freing three main problems for the coleulntion
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of a rate of growth of revenues: (w) the anOme—lnelnstlclty of the 1ax
system, whlch meant thot if ths mone tary 1ncomu of the oountxy'lncrehées
in some percentwge, the collection of t&xessd;d not incrense in the same
percentage, but in less amount, Thig wos due, generally, to some'imperm
fections in the taox siruciture oud administrotions (b) the difficulties

of estimating the quontum of exportotions, the average prices of primaty
commodities to be sold:in foreign morkets, =nd the import ecpacity. This
problemjwas eitremeiy;importaht in Africon countries in whieh 50 to S0
per cent of 2ll current revenues proceed from taxation of foreignm trades
(c) in some countries the forecasting of tox levied on Foreign comn.n;as
is difficult due %o o lack of direct information of their profite and
financial transactions; and (d) the difficulties in messuring the increases
in ftrx oollectlon due to improvements in the tax administrotion, It was
agreed that in seme of the developing couniries there was considerable

tox evasion, due to many facltors such as weakness in the adminigtration,
irratipnalities in thb tax lows, inadequate penaliies, efc. The parti-~
oipdnts_agreed that it was glmbst impossible to mensure the effeoct of
improvemgnts in the procedures and control of tox cdministration in coun-
tries in which the level of notionnl income Ffluctuctes frequently due te

the 1nstab111ty cf priceg of the commodltles for exporio tlon.

95+ The Seminor, noted thaot the problems mentioned render accurcte esgti-~ .
mates of tax oollectlon in developing econonies very difficult. Very
frequently, therefors, the forecnst of revenues was, in the end, the .
result of a commiiment between the officinls in charge of the duty and

the authorities of the govermment.

96@ The Semihar wes informed that in on attempt to avoid the limitations
which arise from the trzditionel techniques described obove, o new approach
to revenue forecosting hos gained ground in mony counitries, The principal -

new method used wos the so—called direct evaluntion system and consists in
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forecasting for every item the yield to be obizined in relztion to the
movement of the sconomic znd socinl process. The changes in the level of
production, employment, capitrl gnins, exports'aﬂd imports, ete. influence

the "basis" on which taxes were levied.

9f. The pasticipants ogreed that the main facts that medified toxnble
capicity. were the renl and monetary growth of GDP; the chrnges in the price
level: the movement of foreign trnde:; the process of arbdnization_and con-
structions the changes in prefersnce of the populantior,; nnd so on. There
are also some socinl events which mny modify the collection of taxes, for
instance, workers' strikes in main enterprises; socianl mobilizationi the
migratory movementis inside the country, etc.. Of course, political factors
influence very much the movement of the eccnomy und society, and it was
necéssary to pay nttention to the chonges in the politicnl attitudes of

the populstion, the trends in political situations ond so om,

98, It was recognized that the system of direct evaluation covered not
only the possible changes in the taxcible base, but nlso in the exemptions
and rotes of foriff to be applied. In this connexion it was verxry iﬁportant
to toke inte considerniion the tox policy to bhe followsd in the fiscnl

peribd.

‘29, The partiCipaﬁté agreed th:t if the system took into socount the
Ol

analysis of the global situsticn of the couniry it was necessary to develop
an appropriste methodologioal appronch.,  For that purpose it is cévisoble
to build = set of comprehensive micro-economic projections of the economy

for the next year and, if it were posgsible, for several yenrs nhead. These

projections will show the behnviour of the economy o8 a-whole, rnd provide

the fremewerk for particulnr studies in connexion with every item of govern-—
ment revemues, In these projectlons it wos necessary to separite the trends

of the external side of the economy, so,important in developing countries
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and the internzl side. This distinction should be made both in the pro-
jection of global demznd nnd global supply as well. The Seminar noted
that for the projeciions of global demand n very useful instrument was
the gﬁ#ﬁﬁ?&tiom-of the so-called Eational Economic Budget, beoed wpen the
framework of the Economic“National Accountss in this respect Tusisic is

experimenting with this system and the Ukw is introducing this procedure.

100. The participants sgreed thnot when a'general7idéa‘af ﬁhé level bf‘
globnl demond woe obtnined, the pbesible moveménts of'thé_sﬁpply side should
be estimated. For that purpose the analysis of the trends df.the'quanfum
of production and-conéumptioﬂ woe andvisable., The expansion of everfisig—
nificant production must be estimated éﬁd:relatedfté avery sﬁéeific-tax
item. This would give an iden of the buse on which tazes on producfion"
were levied. Particular estimotes of éxpansion_ih'production can be ob-
tained with samples, guestionnaires, etd.‘from Qri&ate and public enter—
prises. On every kind of significant production the medium rTate levied -
nust be applied.. It was agreed that yields from taxes levied on trans—
actions could be estimnted, after kunowing the trends in the expansion of ~
prddaction. Sales taxes could be estimated upon the projections of the
level and compesition of consumption 2nd medium tax rotex to be applied,
.having congideration for the administrative caopacity to absorb, through

toxation, the new level of transsctions forecosted.

lbl; The Seminar agreed that it was nost important to moke a specinl sfudy
of the level and composition of imported goods., _Kndwing approximatély

the level of exports snd the amount of ali'financial resources for imporfsg
it was pcssible'tq,fix approximately‘the_value and composifion of impo:té‘
for the future, comsidering, naturally, the chonges in customs duties cnd

fiscal policy to be followed.
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102, The participonis ccusidered th:t the level of GDP projected ~nd its
composition by economic zctivities geve valunble informotion bout the
level of iuncome fo he_distributed in the economy, nnd this woe imporinnt
for the.calculation'of_direct tixes, A rough iden of the distribution of
nation&l'income by type of compeng&tioh-is very. useful for the knowledge
of the amount of income.which will fiow to diffevenﬁ socizl groups, The
preparn tion of PAOJBOthﬂg of the tot-1 “mount 01 snlaries and wmges to

be pﬂid was advisable for as tlmatlng tne coliectlon of taxes on personal
income of employees and worhers. For ta.t PUrpose the deflnlulon of a
Sul ﬁy nolicy wna 1portwﬂu, e peclully in the conse of countries w1th some -
degrse of 1nternfl inflation,  If income t&x had specific cotegories levied
on dlfferent orcflns or fevbnues,.uu for 1ﬂstdnce *grlculture, mining,
commeroe or 1ndustny, prOJeotloﬂs by gooriomic sectors would be most

valuable  for the estlmﬁtes of the tax bosis,

103. After the total fevenues.hud_been cleulnted, including the appre—
cimtion of the yields which can be ndded through improvements in the admi-
nistration and changes in the yates of the tuxes, it was neoeésazy to
execute thé.financipg plan.  For this purpose there. were many operations
to be executed =nd of course the govermmeni had to plan the quantity and
procedures of 11 the operations to be undertaken in the Ffisenl yeor in
order to collect the revenue forecust. - This emount 6f finaneinl resources
was the glob“l terget of Tevenue collection., The Oﬂ£t101p¢ﬂts a{reed that
this target oould be broken dowm into specific amounts Ior ewch type of
revenue, The wpprovul of the Trevenue forec: st meons, therefore, fixing
“rgets to be nechieved by the various depjrtments of %he Internnl devenue
SerV1ce, the Customs House and 2ll other divisions in charge of the col-

leetion of POVEnues,
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104. The Seminar considere& it advisable thatdattention be given 1o piac—
tical methods for the preparstion of tax contrel programmes. These pro-
grammes had an end-product. to mocomplish:  to collect some amount of money
for the government and, to obtain that result, many activitles and oper-
ations must be-defined. The resources. such ns inspectors, empleyees, etc.
must be allocated to the ‘nccomplishment of these specific operations..
Administratively, these operations con be identified ahd‘measured.a foxr
example, it is possible to measure the amount of cudit of tax returns, the
number of inspéctions to ‘be done, the number of taxpayer conferences zdnd’
appe&ls;ithe-nuﬁber of tax returns filed nnd to.be preocessed, the number: .
of noticer issued for texpayers, the number-of sPecial~inquiny investiga-

tioney the number of enrolment investigntiens, ete,

105, The participants agreed that the messuremsnt of work to be done re~

lated to the available resources Pos the tax emlléotioﬁ must be clearly
esteblished in the revenue.collection progﬁommeSa -Infthis connexion gome.
usge of the: principles of the programme<and;performance budgets can be’
epplieds  Suggestiens were made. zbout the ‘possibilities of -the’ government
preparing annually o Hevehue Progremme’ Budget-in which not only. the total -
of revenues to be: dollected were presented.cnd classified systematicallys .
but slso®the administretive oﬁera%ions to ‘be conducited to breduce the -

effective mobilization of* the resources estimated. -

106, The partlclo nts 1nterchonéed 1nformotlon bout uhe procedures apolledn
in thelr resPectlve countrles. It was found thot 1n ma ny governments o
mixed systems for tax forecastlné were in uses the ineres ses’methed Was
applied for some types of revenue ond in others some elements of the :
dlreot evqluetlon method The Seminar egreed thot for 1nprov1nw the

system of'revenue forechstlnb it was emsentinl to have well—cla381lled

up—to—date information provided by the accounting system.
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(f) Accounting and control procedures
{Agendo, item 8) '

107+ The Seminar.discueeed'this'item-ofithe_agendeealﬁng genernl lines due
to the abserice of the UN Accounting Manunl, which is under revision at
Headquorters. -The .participants cgreed that the study of accounting ani R
contrel .precedures candot be disassociated from certain motters- relating - =
(e} the*structure, formulation ond administration of the Dbudget.: Ir_was
geid that the link between budiged and accounting in the Programme. and
Performonice budget 1s much ¢loser than in the fraditionel-aystem; this:_
gystem hag nuch wider tnsks than the traditionsl budget znnd consequentlye.r
the proceduresaconneotéduwith the preparation and manegement'of such. -
budget must be somewhat different, waevérg many basic prineiples con-
cerned with the traditional budget remain_va;id and gonsequently a short .

review of such basic requirements was made,

108, The disgussions did not'go into the technical] details of possible.
uccountlng ‘systems, which ;n practical applicaijion moy differ widely,
agoording to .the needs of partlculur colntries, aveilobility of skillgy
&t6..  The Seninar noted that in the classiczl French gystem of.”Budget
Year," all peyments made in respegt of obligations -incurred during o
particulsir year, en the basis of this yeor's appropricfions, hove to be
entered into this year's accounis, which cre kept spen until all known .
obllgutlone incurred during the year sre settled end owyments ‘effected,
In pra thce, however, the. countr;es followlng the French system adeptea
the system. of sg-caz 119& "limited oudget yeurs " where the ¢ ceounts are
opened for & limited nerlod after the end of the fincneianl year, In
gich = System, therefore, the flgures of closed wccountu represent the

amounts aotuwlly pmld during the fln nclrl Jenr, plus an ud.d.:.tz.onul perled.
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109.'Thé participants were informed that the kind of peyments allowed -
during the additional period may vary in different countries. In certain
coges, only out&t nding Oblléutloﬂs which wers settled and poyments orders
issued, could be paid. In other cases new pay orders muy be issued, or
even new obligntions incurred, settled and paid, and chargethq unused
credlts carrled forward from the previcus period, After the énd of the
addltlonml perlod, accounts re olosed and. outst;ndlng claims are 1noluded

in the new budget after legislatxve approval,

110. The Seminar ﬁoted thet the countries which apply the i#nglish system
use'pre&ominantly so-called financinl year system, where .only actunl pay—-
ments mede during the yenr are charged to the approprictions for.thé year.
A1l payments made after the end of #he yenr are posted in. the aceounts for
the next year; against the spproprictions of thit year, even if resulting
from obligations incurred during the previous year, on the basis of Dre~
vioug. year sppropriantions. Closed accounts contain only cneh payments
effected during the year, which resembles the French "Systdme de la

Gestion.™

111. The phrtlo;p snts discussed the dllferent techniques which are in
911stence for mnklng available to the government agencies the money voted
by the leglelature in the form of pQroPMiuﬁioﬁ law, In only o few coun—
tries do the budvet wpproprlwtlons become available for use immediately
after the -approval of the budget by legislature., JIn some countries an
additionai executive authorization is required inm the form Sf pericdical
apportionments of voted funds, to the heads of agencies, issued usually

by the budget office, or the Ministry of Finance..  Within the limits of
this appprtionment the head of the agency is moking sllotments to the sub-
ordinate units. Allotments are made practically in all .cases, on the bosis

of substanticted demands, and are subject to review and approval by the
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budget office, Such wllotments mry be issued in lump sums or follow parti-
cular appropriztions or even certain detailed specificniions of the autho-
rized expenditure. It wne sgreed that the so-cnlled reserved expenditures,

used in certain countries, are really o form of sllotment,

112, The various bnses of nccounts were dispussed‘in detail in the light of

examples provided in the UN Manunl for Progromme and Performonce Budgeting,

viz., obligntion basis which represents the goods or services ordered regird-

less when received, used or paid for., The peorued expenditure which repre-

sents goods and services received regrnedless when ordered, used or puaid.
for. QCash basis which represents goods and services poaid for, regardiess
when received, orderved or used., Cost basis which represents goods and
services actunlly used, regardless when ordered, received, or poid for.
When. o controot or order is plaqed, the CGovernment is committed to expen—
diture and it would be logical %o siart financinl control ot this point,
and this is onme of the rensons why the Accountihg Manual rvecommends the
obligation basls for'npprOPriationsg which gives controli over futurse ex—
nenditures, It wnuld require the introduciion in the necounting system
of specific procedures for recording the obligrntions incurred znd liqui-
dnted, %ﬁd kkeep COntroi of the nppropristion zccount in order o prevent
over-obligntions. Dnts concerning thé time of oblig-tions provides‘valumble

finoneinl nnd economic inform tion concerning future expenditures.

113, When gobds or services avye Teceived, linbility srises,  Expenses nnd
assets soguisition mny be recorded on this peint. In this way, iluventories
and other resources oarried forward to the next yerr muy be reflected in the
budgets and accounting reperts, providing at the same time inform:tion Tor
cost basis,., The cash bosis is necessary for recording treasury operstions
nnd for the over-nll finnnoinl mounngement of the govermnment, The cost busis
shows the reécurces uged in performing = Insk, and provides important data '

for performznce budgeting, moking possible the use of mensuvement units ond
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evaluaition of resulis. Theoretically, coust accounting represents the great-
est accounting refinement and would Ye most suitable for performance bud-

geting.

114, Tt would be of Iitile ndvantage to apply the acorual'cost basis to a
programme whete Funds nre s spent almost entirely on salaries and Wages 1nw
curred for current purposes; In ggneral; it wos astWJ hhut the udoptlmn
sf highly &eta:]nﬁ ascounding system would not be p&'ﬁlchluTTj useful for
a'largé number of gnvermment achivities. Phe unit cosd aatulls of more
relevance cﬁly o certain bpqenob of notiv Ltf, e,g. hospluals? pulec works,
e%ca, bﬁt net in'eonaax n with the a&n1n1% srofive ac 1v1tles wheTe 1t hoas

no gremt S}gﬂlf;? noe0

115. . The Seminar noted %Lﬂt the -traditionsd system of uccountlng for ex-
penditures is adapted in particular countries to the patterns of interral
control, comnected with the budge’ execution and responsibilities as esta~
blished at different ndministrative levels, as well as to the requiremants:
and character of fthe periodicel statements ond ansiysis reguired by the
Exeoutive or legimlature. 1% was agreed thot fhe above lis valid also for
performance budgeting, but the chargeter of reguiremenis at the executive
and managerinl levels is radically changsd. Accounts preserve their func-
tioh for accountability, #und and sppropristion control, but their signi-
ficance for monngerial purposes will bhe greatly incrensed, Managerial _ i
,con51dermx¢onu reguira ﬁhmﬁ aceguﬂts should be kept on o busis thot permits
the COnflnued me. surement and anaolysis of various programmes and effi-
ciency in thw¢r perforna nee. Accounts ab the mana ge,iwl level had ﬁo e
related to the hudgetary apprbprzatlorﬁ but should bhe more spec1f10,

serving operzt:unwl TeRpon naibility.

116, The Seminar noted Tthot the Uowvernmment entsrprises are usually esta—

bliched as government corporations, public authorities, bonrds, ete,  They
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-moy be engnged in $ro ading =nd production notivities, Thelr basic charao-

teristic 1s thot they nre deanling with the public: howeﬁer,‘they may also
provide services cor supply goods to the govermment, UGovernment enterprises
are the slecirical plants, airports, railwnys - as well as marketing
agencies. The CGovermment enterprises use commercisl system of accounts on
an acorual basis, as only subh sccounts can assure the exnet evaluation

of profits, changes in stock velue, depreci;tion,'and provide elemente.

for coat accounting; The pvfticipﬂmts noted éhat it will also provide the
necessary inform~tion for economic classificntion which is a rather impor-
fant mspect in developlng countries, where the govermment eﬁter031Ses repre-
sent often a vexy large portion of government activities. The form of
control by govermment of their enterprises is usunlly specified by low.

The general rule, however, is thnt control is limited to the formulation
of policies and the review of programnes (nchisvements énd general cqsts).
In the case of the contrel over oll copitel invesiments, which means that

if the enterprise is expanding, it must hove executive nnd legislative

apprbval} A further step would be to reﬁiew'the zdministrative expenses,

The variety of the nctivities of enternrises is in proctice matched by
the variéty of posaible control potterns nnd the search for the most '
a.pproi)riate' general s.ystém would be useless. Usually such controls as
are required are exercised by the Hinistry responsible for the correspond—

ing sector of the economy.

li?. The Seminﬁr.agreed thnt the relntionship between the government enter-
prises and the centr,l budget mny be regulﬁted in mony woys. The simplest.
is when enterprlses ore reguired to transfer to the ﬁeﬁerwl fund the net
profit. In certain coses, enterprises sre Ullowed to carry balonces for—
ward from year to yesnr, und their operations are controlled by m means of
evaluating réports and pla ang, The trunnfers of funds from enterprises to
genernl fund are made when reguired. However, despite certrin meansures of

their fincncisl and administrntive indepondence, programmes and activities
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of the enterprises sbould be reported in;the_prbgramme—oriented budget,
as they affect socipl and economic services just as much ag the regular
agencies of the government. JEbr,the.budget and plang, the progrommes of
the enterprises must be coordinated with and related to the other govern-
ment.programues and over—nll finonces. Waencertoin activities of enter-
prises ars finsnced by general fund appropristions, the corresponding

accounts and reportlng have to be 1nsthlled

- 118, The Seminar dlscussed the problem of secarcity of «ccountlng persnnnel
gince progress in the suggested;reforms, even on a very modest scole, is
often hampered by the lack of trained accounting staff ot different admi-
nistrative_le#els1 It.was.necéssany.to undertake thertrdining_of o certain
number of accounting staffy n@ﬁ.only in central institutions but also on.

the national level.
PAAT III - COVCLUbIDT AWD BMCOMMMRDATIOMS

119. The partlclpwnts generﬂlly ugreeu tha ¥ the convenlng of the Semlnar
on Budget Pl@nnlné and hwnggement for African countrles hod provzded a
valuable opportunlty to senior OfflOlulS, responslble for the preparatlon_:
and control of budgets, to dlscuss thflr current p“oblems and o wcqualnt_
.themselves Wlth modern buagetary nechnlques9 g1v1n SDeGlul ettention 1o
the co-ordination of nutlonwl develoament plwﬁs ‘and nztional budgets, und
the ways and means by Whlch budget aumlnlst ~bions can be strengthened in
order to achleve this more effectxvely - The Seminar noted thot despite
recent progress chzeved in some countries it was necessary to intensify

the efforts in the region towuras the moaernlzatlon of govermment budgets.

120. The Semlnar declded that 1t WS neocessary to rev1se the actual con-
coption of the budgei of certcln African oountrles 1n which the budget Was
con81dered only as 2 tool for acoountlng, ﬂnd not as the amual gdvernment

plan. The bemlnar strongly uphela the view thut 1t Was 1mperwt1ve “that
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there should be a_very*cloee'relationehip'between the planning aetivity

and the budget activity in Africon countries, This relntionship would be
effective only if care was baken to establish o clear diﬁieion'of fune—
tions, authority and responsibility and to provide procedures for achleving
a harmonious working relationship in the fields where the sotivities over— -

lapped.

121, The scope of the public sector in Africen countries Was grenber than
previoﬁe“yenre'as'a‘consequence.cf the creation of new institutions for

the execution of prog aimes in ugrlcultu.re9 industzy, education, health

and transportation.  For the co-ordination of the aectiviiies of the publlc
sector and for the harmonization with privaté enterprises, many countries
have set up = planning‘process.::Theee-organizaticne have formuldted deve-
lopment plans for the long und medium term, but in only = few cases do they
produce gnnual operafive plans, _It wos recognized that one of the instru-
ments for the implemenintion of the targets set out in these plans is the
snnugl budget ﬂnd therefo;e, meny governmente mseemble the progects to

he exeoated in ep90141 Development budgets. But few countrles grepere A
complete Pfogremne ‘budget in Wﬂlch net only oubllc 1nvestments are pi%nned,'
but also reourrent expendltu;es in serv1cee like educs tlon, health, uérﬂcultur
znd 1ndustr1ul exten81on are 1nolude6, C,,nr?z are Droperly clagaified hy pro~:

grwmmes wnl actxvxtles ehow1ng the end proeucte to be achieved.

122. The Seminar ﬂoted that in some countries the ex1st1ﬂ5 budget clees1—
fications are not suitable for economic analyele but are. deelgned egpe=~
cially for accounting and control purposes. The wdoptlon of & stan&wrdlzed'
object cleseifio tlon was consldered necessary in order to make poss1ble

the TGClmSSlflethn on economic and fuhctlondl besis, The Seminar exwmlned

the model of obgect clagsificntion pfopoeed in the seoretariat document

Guldellnes for the CleSlflc tlon 0¢ Government Trensuctlons by Obgects
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Adapted to African Countries (U/CA 1ﬁfBUD/?) and on that basis suggested

the graduhl adoatlon to a uniform ObJeOu clageification, within the govern-~
ment, Fartnermof‘e9 the OO"GIalﬂ“ tlon of uevelopment plﬂns, hunuul govern-—
ment budgats and public mdmlnﬂstrﬁtlon presupposes tLe adoption of a uniform
classifis:bion syslem designed to harmonize the nrocess ot plonning, bud-
geting, managementg ﬂocountlnb'wnd repoztiﬁg; " The Seminer considered véxy
useful the orientation 51V6ﬂ in th*s’réépec{ fovd tha secretazl £ document
Guldellmes for the Cowoxrdinaiion - of Wetional Budgets and ﬂmﬁzon 1 Deva-'
lopment Plans ( E/(mf.,m/BUD/ 3)

123. The Seminar took note of the progress made hy the African countrles
in the process of recla ﬂ%lflcatloﬂ of government transactions by economlc
and functional. oztngorﬂes as re oommonaed by the Workshop held in Addls
Ababa in 1961 en Problems of Budget %9013551f10at10n and Fanagenent in
Africa. The present Seminar en&orsea the recommend“ulons put forward on
that occasion thut the Manaal foxr bconomlo snd Functional Class1flcatlon
of Government Transaciions (ST/TAA/M/13) should continue to be used as a

gulde for the 1o*k of r9013351f1o vtlon. It W further recommended thati

African woverﬁments shouid'adou*, as a f1r3u st,aeg the simplified scheme
for ecomomlc and functional 0¢a551f¢cﬂtlon recommended in the Workshop
held ¢n_196la

124, The Seminar noted thot the budgstary process is in some African'cbun-_
tries o routine work in which no resl planning of the activities of the -
publie sector is &onec ”he waopt¢oh of = method of Dlogr“mme ‘budget was
considered mdvlSﬂbl@ for AIIlG;ﬂ countrzes 1n ordar io fix thelir targets.g_ 
ahd a better utlll atlon of the sornrce finanecial resource& avallabie, In
the opinicn of the Semina Wy DTOE yremme nnd pe“formhnce budgeting consti-
tuted a useful epnro”ch for strenmthenlag the finsneinl mann wyement of
government abt1V1tqu$ wnd Tor muhlng the budget & more effective instru-~

ment in the .execution of developmeﬂt:plansu It recommended its groduanl
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application in Africon countries but considered that o cautious and Selébtf
ive appronch wes needed, taking imto ~ccount the sbecifio situntion of -
each pnrticular country. It furthéer recommended +thnt CA ~nd UKD should
provide = team of experte to give technicnl assisf;nce to the Africa

administrations to carry out this exercise. The Seminar noted that in

corrying out this work the guidance given in the Honunl for Progronme snd

Performance Budgeting (ST/TA0/5FR,C/75) was helpful 5ut_that'the 1llustra—
tion of some principles recommended was necesé&xy in the light of sXpe—
rience of developing countries. It wae ncknowledged that genersl stondirds
should he Fformulated znd applied in African countriss to majke possible

some uniform classificntion by progrﬁﬁme-mnd-activities in the region, with
due allowance for the partic&lar circumsitonces and cdministritive sys tems

of each country.

125. The Seminny agreed thot one of the wenknesses of development plans

in some Africnn countries wns the non~existence of =smnunl operntive plans.

T+ wae recognized thnt to ensuve greater effedtiveneSS'in development

planning, the formulation of annunl pirns, co-—ordinated with snnunl budgets,
would be advisnble for the governmenﬁé of the region. In this regpect it

was recommended thot the strengthening of the centrnl budget office and _
the crection of planning cnd budgeting offices oﬁ the level of ministries h
was desirable in order fo make vnossible bettier co-ordination in the prepi=-

ration of sanual plans snd governmsnt hudgsts.:

126, In some countries the nocounting process is véfy much protrmcﬁed,
rendering the contrel and the economic evaluntion of the results achieved
in the pest rother difficult %o appreciate. Considering that the adaptaﬁ
tion of'the accounting system to the requiremsnts of the new budgetary _
@echniqués is sssentinl to obtain the full benefit of the eventunl reforms
fox the'manmgement,Vexeédtive and plruning bodiés, it was recommended thot

ECA should organize on o sub-regionsl basis tranining courses for the middle
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dlevel and senisr budﬁetl“b snd g countiﬂg staff. Such courses should in-
clude &etw17ed technluai dlscu051ons boncernlﬂg grnaual'adapﬁation of the.

p&rtlcular budgetary and ﬁPcovvtLHg systems and procedufes prevalllng 1n'

the sub-region to the new bu¢getwfy concepts. The accounting manual Whlch,
i belng at present prepored hy the United Notions Seoretarist should be

_ Dubllshed and d*sﬂr;buTed a8 scon as DOSSlbleu

127 The Sewninay diﬁﬁu@g@d ﬁbé tecﬁnicués and procedures far pavenus iarewl
aSulng and conszdered +hese o* great 1mportcnce for Afrlcwn countrles in
their stage of deveiopmento The Seminar reoommended That the prepa rwtlon
of a oomprehenSlve manuwl 1Q neoesshry for helplng the government offl-
inls in their task of prepurutlon of the annuul revenue budoet It Was
suggesﬁpd that the ppmoprn te bodle of the Unﬂted h“ulons should under-
take such & task and provide the governments of develspzng countries with

useful guidance on this subject.

128. It was recognized that the work in Fiscal simtistics must be ncoe-
lerated in African countries in order to produce pericdically information
suitable for economic and fiscal analysis, VIt was agreed that o flow of
statistical informetion from the countries tc ECA, for its distribution

to the countries, would be useful for these purposes.

129, It was considered thet the exchonge of information between different
African couniries concerning practical problems connscted with the intra-—
duction of new technigques in budgeting, planning and accounting would
contribute to the furthering of the new concepts in this field., In this
respect it was recommanded that BCA should undertoke the ftask to Tacilitate
the sharing between countries of the regisn of practical experience obtain-—
able in this field, To this end ECA should underiske case siudies in the
African countries where the new technigues are being inﬁroduced, covering
methods:of'co~nrdindtiﬁn between planning and budgeting, budget formulation

and structure, accoumting, reporting snd control procedures, Such case
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studies, supported by the relevant sbstracts from experts' reports and
commentaries of = substantive #CA divieion ns well as'information supplied
directly by the couniry concerned, may be circulated by ECA to nll membér_

countries at least once every year.

130, The.Seminaf wns considered to have provided o highly useful oppor—
tunity for an exchnnge of informntion nmong-the.ﬁfrican experts and to

have aroused fresh interest in ithe cccelerntion of the @rogfess of.budm
geting teohni@ues in the area. It was decided that o futurelﬁeminar should
be organized in two years for the region ns a whole in order to ocunlyze

the progress achieved and provide o new epportunity for'a wider exchange
of experience, The poriticipants partioularly urged those African counm

tries who were absent to endenvour te participate in future budget seminars,
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AVNEX IT
- STATWMENT BY MR. TEDLA TESEOHE
* EEAD OF BUDGET PREPARATION DEPAR'IMEN‘I’ (E“I‘HIOPIA)

o M. Chalrman, Dlstlngulshed Executive Secretary of the ECA, Dlstln—-
gulshed participants,

On behalf of the Minister of thance of the Imperlal Ethloplan Govern—
ment, whose duties called him cut of the countny, and on my own behalf,
it gives me great pleasure o welcome to Addls Ababa the partlelpants of
- the Seminar on Budget Plannlng and Management In dcxng 8o I should alse
like +to express my deepest appreciation to the Executlve Secretary and ‘the
i.seoretarlat of the Unlted Nations Ebonomlc Commlss1on for Afrlca for pro-
_ v1d1ng such a valuable opportunlty for Afrlcan budget offlclals to meet
and exchange experiences, '

It will bé recalled, Mr. Chalrman, that 1ﬁ is for ‘the second tlme that

such a séninar is being held in Addis Ababa, and not unnaturalxy, it is

- devoted prxn01pally to. the problems faoing Afrlcan countrles.

As we all know, the African countrles are developing countries with
varylng polltlcal and admlnlsﬁratxve background, varying endeowhents of
' natural. resources, and varying stages of economic development, In conse—
quence, “the manner in Whlch our various countries conduct their economic
.aet1v1t1es, alter thelr 5001a1 patterns, democratize thelr'culture, may
'  follow-on dlfferent courses. . But it is equally ‘true to say thaﬁ, in spite
- of all these dlfferences all the African countries have ihe same obaectlve -
'to ralse the standard of lIVlng of their people to the highest achlevable
level through the optlmum utlllzatlon of their human and physzcal resources,

_ and to ensure for thelr natlons human dignity and happlness.

In thelr efforss to mobilize the resources needed for planned econo~
mic and social development and thereby to. achieve the goal: they are gtri-

v1ng for, Afrlcan countries have . become 1ncrea51ngly ‘conscious of the

!
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essentiality to make the budget eystem more reepon61ve to the requirements

of development programmlng. ' : s

- In many Afrlcan countries private inltlatLVe is: 1neuff101ent te give
.':the right etlmulue to accelerate economic develnpment. ‘The- Afrzean

" Gevermments thus become oonstralned to partlclpate directly in the develop-
*jment procese by determlnlng 1nveetment prlorltlee and by formulating
:‘approprlate economlc and flnanclal policies to etlmulate levels of economic
activity. The budget and the budgetlng process are utilized as. maanr

© o instiuments for such purposes. _

‘ In Afrlca, ae in other developing reglone, natioral Governments dn
:"play leadlng roles in. plannlng and 1mplement1ng progrommes for development
ﬁfby providing the etlmulue, the guiding hand, and the firm sense of direation.
Since Government is the maln, or possibly the. only body in develeping
countries, whioh hag the neoeeeary means and organlzatlon oapable ef
undertaking such a difficult taek Government 1s generally recognized as
the main force 1nf]uen01ng the national eGOnomy. Through publie enterprises
.‘and public authorities, Govermnment takes dlrect part in the aconomle
- ackivities of the country, and through its direct finapeial a.ctlvrtn.es,
_Gevernment conditions the financial transactions in the economy as a whole.
In short,_it is recognized as the principal reepon51bllity nf Government
to ensure that the national economny is developed in an orderly and balanced
. way . end at a properly measured pace, and that the available resources ars
_'eo allocated that they ‘can give the greatest possible beneflts and that
_ thelr utlllzatlon 1eads to desired effects. To achieve this obgeetlve
.f natlonal Governments would be reguirTed to medernize and 1mprcve their
budgetary methods to make the. budget a more effective 1netrument in develnp—

A ment plannlng.

One should admlt,of course, that in the developing African countrles
'the baele from which modern budgeting should proceed is lacking.' There is
a shortage of trained personnel, there is a shortage of accounting and
admiristrative skill, there is an inadequate sense of personal and meral

responsibility for the conduct of government affairs, This situatien
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certainly makes the task of the developing Africar countries very difficult.
This, however, is a challenge which faces us all and let us not be dispirited

by this unfavourable situatila.

The participants of this seminar, Mr. Chairman, are all people actively
engaged in one form or another in budgeiing, economic plamning or Statistioal‘
work., Their experience is, therefore, the most.valuable, first-hand,
practical sxperience in national planning and develophent. ThiS‘seminar,
sponsored by the ECA presents to the participants a unique opportunity, not
only of getting acquainted with new techniques for Budget Planning and
Management, but of adopting these techniques tOVSPecific conditions on this
continent aﬁd of exchanging experiences gained in introducing them in their
respecitve qountries and in making them work and bringing benefit %o the

management of thelr respective national economies.

In conclusion, Mr. Chairman, may I say that the emphasis in this
geminar has been put so rightly on the folleowing three main subjects:

1) The co-erdinatior between the national planning and the Covernment
budgets

2) +the classification of the budgetary trasactions with a view to
improving the budget as a tool of planning, fiscal pollqy and
financial management

3) improvement in reverue forecasting zand wrevoene programming.

All these are problems which we all are striving to covercome
I am sure this seminar will help us in bringing about further progress irn
the teohniques of financial management to the benefit of the economic
and social developmont of ocur countries, and the exchange of experiences

will help us along in our respective actual tasks.

Distinguished participante, I wish you all the best of success in

your deliberations and every happiness during your stay here in Addis Ababa,

Thank you.
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ANFEX ITT
OPENTRG AﬁﬂdES& BY Mii. R.K.4. GADDILM&9 EYJCUTIVb SECHETARY
OF Thb LCONOMIC COLUIbeON FOR AFRICA

On behalf of the Commission, my colleagues in the secretarlat and
myself, I have much pleasure in welcomlng you te this Semlnar on Budget

Plannlng an& Management.

We have convened +this Seminar. in accordance with the expressed wighes
'“;of the Commissioﬁ, to give the senior officials responsible for the pre-
paratlon and control of’ natlonal budgets an opportunlty to discues Wlth
ene another and w1th us thelr ourren% problems. In ather words, to con—
duct & rev1ew in order to see how modern budgetary technlques can be
applled to Afrlcan countrles.‘ On our part, Wwe W1sh to con51der, in the
light of the exPerlence of these gountrles, how e strengthen the co- ”

ordlnatlon of natlonal development plans and natlonal budgets.

We consider thls sn apprepriate tlme for making a review of the pro=
greas achleved in the buagetany field sxnce 1961, When the last meetlng
f %hls klnd was held 1n Addls Ababa._:

Host of. the: gcvernments in the regien are faced with new responsi-
Eilltles in the economic and social fields. However, the. ~Gapacity for .
moblllzatlon of demestlc resources - whether it be by means of taxatlon,
loans :m‘other dev1ces - 1s almost 1nvar1anly 1nadequate to present needs |
beoause the natlonal flnanclal admlnlstratlen is based on systems and prv-
cedures 1nher1ted from the past and not adopted to the requmrements of
-today. Lqually go, and for the same Teasons, the mechanlsm for allocatlon

and disbursement of avalldble resourges is 1naporopr1ate.

In order to raview these systems and wractices in force in the
varioug countries, the secretariat cmrculated a questlonnalre te be ¢om—
pleted for the bemlnar.. I must express sur 51noere thanks an& satlsfacw"

tion at the response recelved and tﬂe encouraglng quallty of the papers o
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you have submitted., - In the'iight df fhie:information it is clear that
moet of the African budgetary systems were devised many yea”e ago to meet

condltlons quite different from those prevalllng teday.

Tne Worklng documents for this bemlnar are intended te focus atten-
tien on measures which should be taken te improve our’budget planning'and
management" 1 wish te direct your attentien to some ef the outetandlng

points which arise from this dooumentation.

Fiyst of all, there‘appeaISAto pe heed to stress the deSixahiiity_
for e careful revision of the ﬁhele concept of a national budget Hoderﬁ
government budgets are ne more a mere congerles oi revenue and expendlture
items, The buuget 1s now tne annual plan of the gavernment, For the
preparatlon of thle plan, the 1nt£0auotlon of new bu&getaly technlques
is necessary, ”heee new budgetany teohnlques ) begonﬁ the mere expert

uses of aﬂcount;ng methods,

The modern buaget is an 1netrument for edohdmie policy, The level
and structure of public sxpenditure and publxc revenues 1nfluenqe a Dor—‘
tion of the balance of payments and' the whole monetary system, as well as

the level of internal goononic activity and employmentg,

The secretarlat is gubgeetlnb eome gulqellnes tg-;mprove budgetaxy'j'?
olaeflflcatlone in order to facllltate the planm.néy buaget&nb and agoguni~
ing process through etanuard ana unlform oresentatlon. We hope that a
conetructlve dlecu531on on these models will help a greau aeal in the

modernlzatlon of the bud etary oroceauree in Africa.

Sound buadetaly OlaSblllGuthﬂo will help in the preoaratlon ef
fiscal statistiocs and ﬁhle, in turn, Wlll oreate more selid baels fer
future flscal pollcy. It 1e alss eesentlal for the GV@luathH of the ve-~
sulite of development olane. T wish te st:ese the 1mportance of having |
up-to—date information For the analysis of the perfermance and achieve-

ment of government activiiies,
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Most governments ROW'haVé multi-annual coﬁpfehénsive development
plans. These development plans must be complemented by the adoption,
year by year, of annual operative plans prepared in detail to serve as
the concrete action programme in the short~term, and include ali the in-
vestment projects to be executed in the prospective year. These sunual
plans must be reflected in the annual budget of the public sesioy zud be

used as an instrument for the co—ordination of all activities.

A word might be appropriate at this point on the widespread African
practice of dividing their budgets into recurrent and capital budgeis.
In this commection fhe guestion might be asked: "Iz this division appro-
priate for developing countries in which development is not only the con-
sequence of addition of capital goods, but also a result of improvements
in productivity derived from extension in educational, health, agricultural
and industrial gervices?" T hope you will pay attention to this gquestion

and you as experts in budgetary technigues decide on the changes required.

Finally, it is our earnest hope that this Seminar will not simply
confine itself to discussion, Wie hope it wils make practical recommenda—
tions and indicate the roles which should be played not only by African
countries themselves but also oy the United Fations and thé.Specialized
Agencies, in helping theuw %o achieve their objectives. We hope that this
Seminar will prove %o be a starting point vor a movement among African

countriss towards modexnization and improvement of budgetary me thods.
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--.CLASSIFTCATIQN‘OF GOVEENMENT TRANSACTIONS BY OBJECTS

' A well-balanced object classification must facilitaie the segregation i
‘of capital and current transactions; be easily comparable with the cate—
gdriGS'used for economic classification of'government transactions; oontain
deﬁails for adequate presentation of the compenent costs of various govern-—
H.meﬂt:aotivitiesg_p:ovide-sufficient information for exercising effective
financial ocontrolss eto, This classification should not have unneocessary
details precluding in the execution of the budget and improving heavy
tasks on accounting and reporting.

" Mény benefits conmected with & Wellwconstructed_S£éﬁdafdizéd object
¢lasSificafion of expenditures and revenuss should result in a better orga=-
nization of the budgetary and accounting processes, helping ﬁianhing and
| execution of governmental decisions., This object classification is flex-
ible enough to adaptation to. local conditions through-changes-and additions, . _

a8 required of specific sub-iteums.

Thg:ﬁigg;;fied model classification comprises both gides of the
Budget: expenditures and receipts. Had been prepared in order to facili-
tate, at the same time, budget reclassification following economic cate-

goriss,
1, THE OBJECT CLASSIFTCATION OoF GOVERNMENT EXPENDITURES L

To accomplish its purposes, the government has to buy goods and ser—
vices. These resources have to e comblned in order to produce fthe final
gervices to be rendered Ho the population. Therefore, a careful identifi-
catlon of the dlffexent types of goods and serv1ces acqulred by the govern-—

ment is necessary for the ezecutlon of operatlve and investment programme

carried out. This is the main purpose of the object classlflcatlon.

The object classification reflects the nature of the goods and ser-—. {

vices acquired and the expenditures made, that.is,=personal.servides, con-
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tracitual services, supplies and materials and QQuipmént'aS'weil as the pay-
ments of granis, subsidies and the payments for debt zervices, It sheows

the_types‘of goodg}andJservices used to aceomplish the putposes of govern-

ment — in other words the objects are the input for cariying on- the govern-
ment. o ' : ' '

© Using the expérience of different countries, develeped or aeveloplng,
it is. possible to establlah a'model classification by object of expenditure
which can be used as an orientation in the process:of simplification or
rationalization of the budgétaxy system of African countries. Tt will be
particularly valuable Ho those who are respoﬂsible for the refédrm-and
&evelopment.of.African‘fiscal systems in directlon which are moye appro-
_prlate than the old "colonial type! system to the fast-changing egonomic . .

condltlons of the present time..

. The claggification comprises 9 héads-of-expenditure; -These heads or
©- groups of exyenditures-aré divided into different items as can be seen

in this.soheme.

Llassification schems of the govermment expenditures by obijeets

Head - Iteme - Description

0 Personal services

Salaries for permanent'posts
Salaries for temporary posts
Exffa~pay .

Y Day wages
Per diem

”-Remuneratlon for technical services
Fees

Kemurierations in kind

DO =T O U B N

Coet of living allowance

=
[w}

-Representation allowance

e
=

Other remunerations
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) Head - Items ”..Wﬁé§griptibﬁ
1 R Non-perzonal éervices
" 12 Rents _

13 Posts and ftelegraphs
14 Cablegrams and radiograms
15 | #lectricity L
16 Water supply and sewerage‘::_ -  : -
17 Telephone - .
18 Gas o -
19 A&vertlslng, pzlﬂtlng and blndlng
20 Travel expsnses
21 Insurance and commissibﬁs
22 Eguipment maintenance
23 Upkeep of woXks
24 Other non—personal services

? ‘ Materials and supplles
25 " Foodstuffs and agrlcultural and forest pr,&ucts
26 Minewral (except hydrooarbons)
27 Textiles and clothlng : |
28 Paper énd printed matter
29 Leather and rubber products
30 Chemicals and related products
3l ¥on-metallic products
2 Metal products
33 QOther materials and supplies

3 . Current transfers

T SR Pensions

a5 Direct transfers to-indi#iduais
36 Direct transfers to enterprises =
37 Transfers to government institutions and local

government
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Head. i i%émé..rdeéécription
38 Contrivutions to- 1nternatlonal organlzatlons
39 Other current transferﬂ
4 ‘Cons tructions .
40 Communications media
41 Buildings
42 Urban amenities
A3 Hydraulic and sanitary werks
A4 Ingtailations '
45 Agricultursl cons%ructioﬁs
46 Other constructiens
5 Maghineny and eguipment
49 Production machinery and gquipment
50 Office equipment
51 Hedical and sanitary equipment
L A Lducatlonal anc recreatzonal equlpment
u-53, ' Transpo+t equipment
54 Research and laboratery equi@méﬁf
55 Animals ' _. _. . h
56 Miscellaneous e@uipﬁent
6 Purchases of immovables
57 Land o
58 Buildinge -
59 Other purchases of immovablesn
1 Caﬁltal transfers
| 60 Contrlbutlons to decentrallzed Ainvestment agencies
61 Contributions to publlc enterprises
Contrlbutzons to local governmend

62
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Head Items ‘Descripbion
63 Contribution to private persons and agencies
64* '-Confributions to abroad '
65 Other capital transfers
8 Financial investments
66 Loans and advances to domestic sectors
67 Loans and advances to abroad
68 Acquisition of financial assets
_ 69 Other fimancial investments
9 Public debt
70 Interest on domestic debt
71 Interest on external debt
72 Amortization of domestic debt
73 Amortization of external debt
| T4 Commissions and other expehdifuweé

Definition}of items

O, Personsl services

‘This gfdup comprises all cash expenditure under the headrof services

rendered Ly ?ermaneﬁt'and non-~permanent civil and military persomnel, It

includes ordinary salaries, wages, extra-pay, entertainment allowances, , .

and all other @ash remuneralion prior to deductions for operating and

investment programmes (construction on a cost-plus-fee basis, etc, ).

Excluded are loans in kind and contributions by the Siate in social seocu~

rity and pension schemes for its officials and workers: these items are

included in the group "Current transfers."

1. Salaries for permanent posts — Includes salaries paid to perma-

nent personnel.
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2. Balaries for temporary posts — Includes salaries paid to temporary

personnel like dOntraCféd,:éuperﬂumerany, aﬁd‘sdbstitufe émployéeé, | .
3. Extra-pay - These are periodical or complementaxy femuneratiqns

added to the basic salary. Includes pffemiums9 professiohal comn~
plements, food expenses, overtime pay and ot@ér.kinds of payments

of thig nature.
4. Day wages — Are the remuneration paid to workers contracted.

5. Per diem ~ Payments Hc personnel rendering services in a different

place of his duty station.

6. Remuneration for technical services - Are payments made for personal

rendering by professionals or technicians for special research,

consultaticns, etc.

7. Fees ~ Are additional payments given under special conditions like

Christmas premiums, bonuses, cash supplements.

8. Remunsrations in kind - Includes all types of remuneration in kind,

. like food, cloﬁhing, etc,

9. Cost of living allowance ~ Includes additional payments to emplqyges“

given to compensate rising costs of living.

10, Representation allowance - Are additional remuneration received by

senior officials of the government in relation with the post ocou-

pied.

11. Other remunerations -~ Include all other kinds of remuneration for

perscnal services not included in preceding items.,

1. Non-personal services

Comprises payments of services not related to remuneration of employ-
ces! services, made to persons or to public or private institutions in
compensation for the rendering of non-personal services or for the use of

personal prdperty or real estate, as, for example, public‘utilities,
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advertising, printing arnd binding, travel expenses, carriage, building
» rental, land and equipment, flnanclal services, services for the regular

upkeep and repair of works, and miscellaneous serv1ces.'

’ ' 12, Hents ~ Include expenses for rent of services and goods, like

rents of buildings, equipment, machinery, transportation, etc.

13. Pogt ani'telegraph - E&penses for letters, telegrams, books, etc.

delivered,

14. Cablegrams ahd radlograms - Hmpenses for delivexry of cablegrams

“and radiograms.
5. Bledtricitg —-Expenses produced by doﬂsumption of eledtriqity.

16. VWater supply and sewerage — axpenses for consumntlon of water and

utlllzatlon of services of the sewerage system.
17. Telephone - Empenses for the serv1cas of telephone.
18, Gas - Expenditures for the consumption of;gaé.

19. Advertising, printing and binding - Expenses for a&vertising,

propaganda, printing and bindiﬁg.

20, Travel expenses —~ Includes expenses for travelling of employees.

21. Ingurance and commissions =- Are expenses in commercial comm1851ons,

bank expendltufes, Judlclary expenses, insurance, etc,

22. Eguipment malntenance - Includes-expenses for maintenance and

| repair of equipment.

23. Upkeep of works — Expenses.in repairing public works like roads,

bridges, buildings, etc.

24. Other non-personal services — Are other expenses on non-personal

gservices no% included in preceding items,
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2. Materials and supplies

Comprlses the ourcadse of squl¢@v5 materials and all goads ubed in

government act1v1tles. .The supplies are expected to have an average- 1ife

of a year or less, TFor practical purposes, this grdup also ineludes arti-

cles that may last longer but are not regarded as fixed assetls because

of their low unit value and the difficulty of stocking them. Military

supplies, materials and equipment come into the same group, whatever their

unit value and average uﬁefal life.

25

Foodgtuffs and agrlcultural and forsst producits - Includes ex-

 penges in food for persons and animals, jroauots of agrlculture

26

27.

28.

29.
30.
3l.

324

or llvestook and foremt products.

Mlneral (except hydz ocarbons) - Expenses in mlnlng productsy like

coal, metallic and non~metalllc aroducts, stones, saﬂds, eto.
Exclude hydrocarbons. ' '

Textiles and clothing — Are expenses in all kinds of textiles

and. clothing.

Paper and prinited matter - Inecludes expenses in all types and forme

of paper, paperboard and printed matier like books, ma, gazines,

school manuals, newspapers and cthers.

Leather and rubbér”proéucﬁs - Expenses. in products made of leather

~and rubber, like shoes, briefcasss, etc.

Chemicals and related nroducts - Includes expenses in. chemlcal

prouucts, oombustlbles, gestlcldes, fuel 011, pharmaceutlcals, etcC.

Non-metallic mineral produots - Expenses -in non«metalllc products,

like cement, glass, etc.

Metal products — Includes expenses in products like iron, war

equipment, metallic structures, instruments, eifoc.
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Other‘maﬁérials and supplies -~ Considers all other kinds of ex~

penses in materlals and supslies not included in the precedlng items.

3. Currant transferu

.Comprises current disbursements to enterprises or pensions for trans—

actions not involving counterpart goods or services, as, for example, pen~

sions, personal bomuses, indemnities, subsidies, grants; contribu=ions to

' social security and pension funds, etc.

34.

35.

Pensions — Includes expenses in pensions, retirement payments,

‘work accidents, etc.

Direct transfers to individuals - These are cash payments to indi-

- viduals, other than in return for goods and services rendered.

36.

’_3?;

38.

39,

e

These include payments for family allowances, scholarships, social

subsidies to persons, eic.

Direct transfers to enterprises - Covers paymehts in cash to enter=

prises other than for goods and services rendered; includes also
deficits of government enterprises which are run at loss as a

result of a policy decision.

rTransfsrs 0 government institutions and leocal gbvérnment - These

are cash payments to decentralized agencies and local government
other than for goods and services rendered, made in obedience of

laws.

Contributions fto international 6rgaﬁizations - Includes payments

nade to 1nternatlonal organlzatlons, like UNESCO, FAOQ, UNICEF, etc,

Other ourrent transfers - Are transfers of 8 dlfferent nature

than those included in preceding items.
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4. Constructions

i

Comprlses exoendltuLes for +the financing of bulldlng on a contract

ba51s as

well as additions and extraordinary repairs also underiaken on that

basis, Tbe term construction covers brildings, urban fa0111tles and hydro-

electrlc works, hl5hwaj85 ports,; airports, the installation of electrlclty,

telegraph and telephone cables and the like., Extrsordinary additiong and

_repairs are those Whj.ch9 once unaertaken, will improve or prolong the

normal life of a b01ld1ng oF worl,

'40.
 A4l»
42,
43,

44.

Communications media ~ Expenses in construction of roads,; streets,

brldges, alrpo“ts, and other communlcatlons medla. o

Buildings -~ Expenses in congtractlon for bullalnés, houses, com-

merce, industxy, services, etec.

Urban amenities ~ Expenses in consgtruction of squares, gardens,

~monuments, statues, cultural buildings, etc,

‘Hydraulic and ganitary works -— Expenses in constructlon of sewer—

age and other hyaraullc and sanitary Works,

Installations — Ixpenses in materials for connecting different

- placesy, like electricity lines for transmission,  gas pipe lines,

~ telephone lines, as well as installation of machlnery and eguip-

45.

46.

‘mehit,

Agricultural congstructions - prenses in ecattle bamms, poultxy

vards, eto,

Other OOnstraotlons - LXpenees in other constructlon not included

- in preceding items,

5. Machinervy and equipment

Includes all expenditures on the purchase of machinery and/or equip-

ment and the accessories and fittings that form part of or supplement the

main unit, and expsnditures on transport and installations in connexion
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with such purchases. Each specific item in this group indicates whether

the particular type of equipment concerned is a new purchase or has been

in use.

Extraordinery repairs that prolong the useful -life of the equipment

_beyond the noimal limit would also come into this group. The goods included
undexr the head of mechinexy and equipment will be itemized iu. &saﬁmdance

with $he two brnad apeclfloatlona that they should be durahle and in per-—

manent use.

49.

50.

- 51.

53

54+

Produétioh.machinerv and equipmeht - Expenseé in machinexy and

. equipnent for agrlculture9 1ndustry, constractlhn, communlcatlons

and serv1cesg

Office equipment.— Includes'expenses in all kinds of eqnipment

for offices.

‘Medical and sanitary ecuipment - Expenditures in medical, dental

and sanltaﬁy equipment, with the exceptlon of mlnor 1nstruments

for med100~oh1rurg10al parposes.'

52, 1

Educatlonal and recreatlonal equlpment -~ Bxpenditures in equlpment

for education and recreatlon, like auvdic-visuals, Sports, school

furnlture, eitc,

_Tranqport_equipment - Expenses in transport equipment as well as

traction and mechanical or animal elevation. Includes cars,

buses, trucks, railroad équipméﬁt, airplanes, helicopters, bicycles,

elevators, cranes, etec.

Resgarch and laboratory eguipmeni - Includes all types of research

~and laboratory equipment,

35s

56,

Animals ~ Expenses in animale for work nr reproduction like

horses, cattle, sheep, stc.

Miscellaneous equi pment - Expenses of equlpmenﬁ not 1ncluded in

 the precéding items,
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6, Purchases of immovablas

Includes expenditure for the purchase of land and buildings which

should be differentiated by typs in the specific'itemization,‘i.e.'bfficé

buildings, housing, warehouses, etc,

57.

58-

Land - Includes purchases of any piece of land for any purpose,

like land for building, for public works, for land setilement, ete,

Buildinge —~ Fxpenses in purchase of houses, buildings, etc. for

© public utility.

59.

Other purchases of immovables - Includes expenses in purchases of

immovables not considered in preceding items.

Te Capifal transfers

Includes expendltures with no offsettlng entry for 1nvestment in public

or prrvate agencles an& bodies. Also 1ncludes transfers to finance the

cons truction of hou91nw.and cother buildings, the purchase of machinery and

sguipment, increase in stocks or worklng capital, the flnanclng of credlt

activities, etc.

60.
61.
62,

63.

64’-

Contributions to decentralized investment agencies -~ Cash payments to

autonomous institutions with investment purposes.

Contrzbutlcns to publlo enterprlses - Cash payments to government

'enterprlses Wlth spe01f16 invesiment objective,

Contributions to local government - Covers cash payments to local

government with specific invesiment purnoses.

Contributions to private persons and agencies ~ Includes cash

payments %o private persons and organizations for financing private

invegtnents,

Contribuiions to abroad -~ Covers payments %o internatiqnal organi-=

zations'and friendly couhtfies for fiﬁancing caplital investments.
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Qther capltal transferg - Con51ders other capital transfer pay-

ments not included in grecedlng items.

8. Flnan01al 1nvestments

Gomprises expenditureS'under the head of loans, the purchase of-cfediﬁ_

documents, shares-and titles to deeds and other similar.disbursements..

66+

BT

68,

69.

_other f;nan01a1 dlsbursements not included in preceding items.

Loans and adVanGes to domestic sectors — Money lent 01rect1y to a

prarticular borrower in domestlo sectors.

Loans and advances to abroad — Momey lent dirTeotly to. a particular

“borrower abroad.

Acqulsltlon of financisl assets - Inclades payments for acqulsltlon

of flnanclal assets, like shares5 bonds, etc.

Other flnanolal dlsbursements ~ Considers all payments made in

This group includes all expenditures connedted with the payﬁent ef

interest and amortization of public debt liabilities deriving from the sszle’

of securities or direct. internal and external loaus,

7C.

Tl

T2

73{

14,

Interest on_domestic'deﬁt ~ Includes payments of interest on the

domestic debt,

Interest on eiternal»debt - Covers payments in interest on external -

debt, -

Amortization of domestic debt - Covers payments for the amortiza-—

tion of domestic debt.

Amortization of external debt - Includes payments for the amorii-

zation of foreign debt.

Commissions and other expenditures - Includes payments in commis-—

sions and other administrative expenditures preduced by the publie
debt.
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2. CLASSIFICATION OE‘GOV'{SDEPT RECEIPTS

Many Afrlcan countries have focused attentzon on budget nanag ement as
an important issue of publlc policy. In recent years several coumtries
have made significaat strides in the field of budget classifivation and

management, but these reforms relate mostly. to the sxpenditure aspects of

a government budget. A government budget, beiné a‘plan of action, repre~ = =

sents not only the intended patiterrn of resources allocation but also of

resources mobilization.

- For revenue forecasting, receipts fiscalization and contrel, the for~
mulation of a clear classification of the revenue budget 1s necessaxy. In
order to help the African countries in the process of cla351f31ng revenus

1nformatlon for tae nurpose mentioned, this- guldellne had been formulated.

The main idea is to establlsh a pattern for organlzlng the re081pt
of 1nformat10n whlch can make p0351b1e the analysis of each item of income
in relation with economlc activity. Therefore, a clear separatlon has been
made between domestic sources of inceme and external souroes, . The latter
hag 1o be estimated‘in-connectign with development of foreign trade and

perspective of balance of payments,.

The classification comprises 9 groups of recelpts. These gZroups are

divided info items as it can be seen in the following tables .

Simplified classification scheme of government revenues

Head Items Description

0 Domesticrdirect taxation

Taxes on personal income

Taxes on corporate incoeme
Social security conﬁributi0n§ .
Pension scheme contributions

Property taxes

IR I U OVRR

Other domestic diréct taxatlon‘

-
'
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Head T tems Degeription
1 " Domestic indirect taxation ..
7 General sales and turnover taxes
8 Selective sales taxes
9 Royalties on ﬂa#ional resources
10 Licence taxes | ‘I -
1l Taxes on assets
12 Property transfer taxes
13 Stamp duties _
14 Other domestic indirect taxes
2 Foreign trade taxaition
15 Imporst duties
16 Biport duties
7 Taxes on Tforeign exchange
18 Other external taxes
3 Sales of government-servicéé
19 Agricultural services
20 Tranéport communications and siteorage services
21 Justlce and security serv;ces
22 Education services
23 Health services
24 Sooial services
25 Other sales of government services
4 - Interest and dividends received
26 Interest received from central government agencles
27 Interest received on loans and advances to 1oca1
government .
28 Interests and dividends received from other sectors
29 Rents from gcvernment lands and buildings

30

Other intereste and dividends received




E/CN.14/365

E/CK,.14/BUD/T.
Annex V
Page 16
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5 Surplus from government eﬂtérwrises
31 Surplusidf-éﬁterﬁfiséé'pro&qciné.gpods-
32 Surplus of enterprises. producing services
6 Trenafers for current operations
33 Transfers from centrél-gcvernment agencies
34 Transfers from local goverament -
35 Transfers from abroad
T Capital transfers
36 Transfers from domestic seotors
37 Transfers from abroad
8 Sales of existing capital goo&s
38 - Tand '
39 Buildings |
40 Machinery and équipment.
41 Financial asgets
42 Other sales of capital goods
9 Direct horrowing
43 Direct borrowing Trom Central banks
44 Direct borrowing from commercial banka
45 Dirsct borrowing ffom domestic private seéctor
46 Direct borrowing from abroad
47 Other sources of borrowing

Definition of items

O, Domestic direct ﬁaxatibn

Bevers Girvect taxes 1o domestic income and property
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l. Taxes on personal income — (overs taxes on all types of personal

income. . The basis on which they are assessed mey be total income,

. or specific types of income such as wages and salaries, professional
income;, interssts or dividends. Taxes on net work, i.e., on the
‘exoess’ of the aggregate value of assets owned over the aggregate
value of lleb¢11ﬁ1ee, are also 1ncluéed tngether with the‘“expendlm
ture. tax" whloh, unlike ordlnazy ﬁaxee on preductlon end expendl-
ture, is 1ev1ed on the taxoayers' total expenditure durlng the
finencial Jear,

2, Taxes on corporate income ~ Payments by corporatlon, co-operatlvee

and non—proflt 1net1tutlons serv1ng the business sector, in respect
_of inoome taxes, exceee profits texes, and taxee on undzstrlbuted
proflts.

3 Social gecurity contributions - Paymenis to social security funds

(or receipts from taxes earmarked for social security purpoees) by
employers and eelf—employed persons. Contributions pald by the
government in its capacity of employer are included, since they are
regarded ag part of Wages. Contributions to pension funde or

‘schemes for government emeloyees are excluded.

4; Pens1on sohemee contrlbutlons - Inoludes the contrlbutlon to

government employees! pen81on schemes.

5 Property taxes - Congiders tatee epplled to the value of lend real

estate, and all Lln&s of immovable property.:

6. Other dzreot domestic, taxes - Covers taxes not included in preceding
items, o

1. Domestic indireot'taxefion
Taxes 1ev1ed upon the gross value of productlon or upon gross receipts

frem seles, whlch can be regarded as forming part of the cogt of producing

or acqulrln partioular commodities or as falling on Speclflc types of
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expenditures, and taxes on the use of spédifio.&ssets’aﬁd property trans-
fer taxés, with the eiception ol zeneral propérty taies. The pfofits'maﬂe
by fisgal‘monopolies‘should-aISO'be incdluded here, Amouhts aofually re-
ceived net:of-én&'?éfunds should be recorded. Excludes taxes on foreign

commerce,

7. General saleg and turnover taxes ~ Taxes levied on gross. sales

reoeiyts,of'retailers at a common'rateﬁ Whaﬁevev the type of CoOmmo=-
dity or service so0ld, and taxes levied on the gross sales recelpts

of other types of bu31ness enterorlses.

‘8;,Select1ve gales taxes - Taxes 1ev1ed at speclflo rates on speclflc

-commodltles, whether collected from producers (mdnufaoturers'

excise taxes), from rétailers or from middlemen, and on spec;flc
services such as entertainment and transport. Import and expord
&uties_are not included in this grdup. ' ' e

9, Royalties on natural resources - These are. royaliies on the yemoval

of natural products (petroleum, gas, iron ore, timber, etc.) from

government-land.'

10. Licence taxes ~;Amounts'charged for licences To exercise a business,

profegsion: or trade, and levied either at a flat rate or on some

base other than gross reoelpts or net iricome,

11. Taxes on asselts - Taxes 1evied.on the use of specific physical
assé%s 88, for'exampia, notor vehicle ﬁaxesg-or‘faxes oﬁ tﬂé CCCU~
pancy of land and 5uildings {assessed on the rental value or capital
value ofrthe‘property); Thisg item;’hbwevefg excludes taxes on the
income derived from owning and letting property or on the imputed
Iinoome of an owner-occupied, It also excludes "general property
taxes" (i i.e., taxes applied at a unlform rate on the -aggregate
value of a broad‘heterobeneous group of assets.owned by_the:tax—:
payerj.‘ These taxes are sometimes an adminiStrative.devioe'fqr

taxing income, or they may represent a capital levy.
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12, Property transfer taxes —~ Taxes levied on sales of all types of

aesets, real and financial, including registration duty on doou~-

ments recording the transfer of property.

13, Stamp duties - Includes taxes 1eV1ad in the form of stamps to cen-

tracts and juridical actions.

14, Other domestic indirect taxes - Covers all indirect domestic taxes

not included in preceding items.

2. Foreign trade taxation

Covers taxation levied on foreign commerce activities inoluding both
importation and exportation.

15. Import duties - Covering all impert duties,'whéther levied ‘on the

bagis of the value or of the quality of gmods imported. Receipts
from the issue of import licences and stamp and other duties on

Shippingvdocuments are also included.

16. Export duties — The same type of levies as those deseribed under

the head of import duties.

17. Taxzes on foreigu exchange,—‘Taxes.levie& specifically on the pur-

- chase of -foreign exchange. The_profits.ffom multiple exchange rate

gcheme should be incliuded here.

Z_L8. Other external taxes — Covers taxes -levie'dron external gotivities

not included in preceding items.

3. Salesg of government services .

Covers sales of goods and services by.the governmeni agencies, inoluding
charges made to all who are willing to pay them in connexion with services
provided in the main by government agencies rather than private bodies.

Include the following sales:
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19.
20.
21.
22.
23.

24.

25.

lAbrlcultuTal servwces_

Transpcrt9 communlcatlons and storage services
Justice and securlty services

Edudation services °

Health services

Social services

Other sales of governuent

4. Interests and dividends received

Thig comprises infterests and dividends received by government From

outside sources in respect of loansg and advances as well as holdings of

bonds and shares.. Include6°

26.

2.

28,
29
30,

Interests receiwed from central government agencies

Interests received on loans and advances to lecal government

Interests and dividends received from otier sectors
dents from .government lands and buildings

Other interests and dividends received

5 5urp1us from govarnmenﬁ entelorlseo

'Covers surolus produced by government entervrlses. Includes. the

following items:

31.;

32.

Surplus of enterpriges jroducing rﬁooas

Surplus of enterprises producing services

6. Transfers for current operations .

This comprises coniributions from central government agencies not

included. in the consolidation, from local goverrment-and abroad. The

following items are considered:

33
340
35.

Transfers from central governmeni agencies
Transfers from local governmsnt

Trensefers from abrosd

D T

R e

*
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~~7, Capital transfers

Covers transfers for the cost of road construction and other capital
projects undertaken by the central govermnment, as well as net transfers
of central bank like gains resulting from current depreciation., Includes

the foliowing itemgs

36, Transfers from domestic sources

37+ Transfers from abroad

8. Bales of existing capital goods

Covers sales of existing capital goeds, like buildings, coanstruciion

machinery and equipment, land, etc, Includes the fellowing items:

38, Land

39. Buildings

40, Maéhineny and eguipment

41, Financial assets

424 Other sales of capital goods

9. Jiregt berrewing

This is money borrowed directly from particular borrowers, like gentral
bank, commsrcial banks, domestic/private enterprises, foreign governmani,

international credit institutions, etg. Considers the following items:

43, Direct borrowing from central bank

44, Direct borrewing from commerclal hanks

45. Direct borrowing from domestic privdte segtlor
46. Direct borrowing frem abroad

AT. Other sources of borrowing




